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Suni 1 Mani 

The role of tne state ifi i n d u ~ j t r i a i i s 3 t i a n  is a much 

discussed top ic  thest d a y s .  SpeciCically thir, !-ole h a s  

(Hnifested itself i n  the form oT direct inter-vent ion by the s te t2  

through owning the means o* productior! and d i s t r i b u t ~ o n  o+ 

1)speciaIly industpi eiL pr8d~tcks th;-augh t h e  nstitbl ishment @f 

&ate-owned enterprises. Cc:p!-iintly, there is of course, c e r t a i n  

amaunt of rethinL:iaa 00 t3a i.!sud tu !-all tack the state from sc?rne 

rf thcse activities'. The 1 oili cal underpinnlnqs of t h i s  

rethinkinq is  larrll~ly based on t h e  "evidence t h a t  most 

qrvcrrnments ior f ~ r  t : ,a t  matter most eccmomics of lass developed 

countries w i t h  r t4.rithc.ctt s t a t e  i n t e r v e n t i o n  have per+ormed 

rather b6dl  y . In the context  a much less understood and 

researchgd up@n aspect has been t h e  role of  the I n d i a n  state zn 

agriculture. I't i s  believed, by and larcje,  and rightly so t h a t  

agriculture is l a r g e l y  i n  the hands o$ t h e  pr iva te  seCtGr  

that too domivated by srn3.11 s.nd marginal fsrmet-s. S t s t e  

intervention has been r e s t r i c t e d  t o  agricultural research and 

mtencion ac t iv i  tics and romet~mes to r~qulatinq the n t a r k e t  Cor 

certain agr icul tura.1 products. Thxs i s  evident from the 

feI1oning t a b l e  which maps out the re la t ive  Share of p u b l i c  

Butor  agriculture i n  t o t a l  GDP. See Ttible 1. 



St\ar~,nf:PuD 13-c. _$isct~r.,6ar,i cuXf .wtxA....'b...t:d.. tl.W-wt. .Fs=br.= __-- .----------------------.*--- ------------- -----------_ 
(in per cent) 

Y e a r  Ajricul t u r e  Regs stered Kanuf dcturing ---- - .----.- ----------------------------------- ---------------___ 
1961-65 0.80 LSbSO 
1V66-7@ lwSid 19.3D 
1371-75 1.6Q 18.70 
1976-68 2 . 0 E  2a. 7@ 
1981-t35 2. la  21.10 
1936-ea 2.243 22.10 ------------------------------------------------------------------ 
Source~ R. Nagaraj ,  "Increase in India's Growth Rate: C( 

Commen t I' Ewo.~m,~n4.,?a=c;i  .t.ac;a'L,rJe-W YL JWIA 

While these data refey only t o  the output emanating from 

public sector agriculture (1 .a., whe!.; the mean6 of production i r  

d i r e c t l y  owed by government) and that  too at the aggregate level 

i t  does not adequately portray the  nature and extent  of % t a t @  

Intervention i n  t h e  promot i~n  of a number of commwcial crops. 

The government have ovrrr+rirna croated a host of what is c a l l a  

commodity boards for  the 5ystmatrc development of a number of 

commcrcial crops  l i k e  Tea. Coffee. SPIC~S, Coconut, Nstural 

Rubber and Flue. Cured V i  rcji ni s. ~obacco' . The ct3!Ilm9dity beards 

&re charged ur th thil resoor?slbi 1 i t y '  of developing these ~ r o p s  

along systematic l i n e s  w i t h  the  ultimate goal of promoting eithw 

exports' (as i n  the case of Tea, Cof+ce, Spices and FCV Tobacco) 

or import substitution (as i n  the case of Natural Rubber and 

Coconuts1 . - the experience of these dicfercnt OWPrnmental 

i n s t i t u t i o n s  towards the achievement of this goal has been rathe+ 

mixed, though there are !set any systematic s t u d i e s .  a s  yet, ~n 

t h i s  thstne. 

What followc is an a n a l y s i s  of the nature, extent and ef f .ect  

of qovernment intervent ion in one such commercial crop. The crcp 



&asen is Fluecurad Virginia Tobacco where the government 

intervention has been d l  rected towards enhanci nq t he  export 

cempcti tiveness a+ th is  cornmodi ty. Tne nature  ~f government 

intervention i n  the crop h a s  a t  least two facets  whxch ie worth 

mentioning. F i r s t ,  i t  9 5  a l l  pervasive i n  the sense t h a t  it 

cuvers both product ion and markoti ng as we: 1. Second, it has 

been quite recent and i n +  ac t  t h e  crop had a ra the r  t oo  long a 

history of p r i va te  in tervent i r jn ,  u n l i k e  i n  mast uther  commercial 

crops mcnti oned above. 

The purpose of the paper F5 es~j i lnt ia l l  y t o  understand the 

extent and consequences of government in. tervent i t ln on a t  least 

three aspects of th2  crao's sconomy, 1 his 15 all t h e  more 

important as t h i s  commodity had 3. rather long history o f  private 

intervention whicn wcs vsplaceci by e x p l i c i t  government 

intcrvent i ona si nce 1984-85. 'The three zspec t s exami ned are t ( i ) 

long te rm trends In p r o d u c t ~ v i t y ;  ( i l l  t he  workinp o f  the tobacco 

market with an emphasis on t h e  behaviour of the t rader ' s  margin 

in the post- in tervent ion phase; artd (1 i r )  the  movements i n  enport  

coapeti t iveness of I n d ~ a n  t o b a t c ~  during the sdme period. 

the paper i s  structured i ~ t o  t h ree  broad s e c t i o n s ,  w i t h  a 

number subsections w i th in  each o f  them. We begin w i t h  t he  f i r s t  

section. 



Tobacco is an agricc!!.tctrc'.l ' raw material used i n  

manufacturing i n d i ~ s t r y .  There are two types o f  tobaccos that w, 

grown i n  ~ n b i a ,  v i r . , ' ~ l ~ t s  Cured Virg in ia  (hereafter FCV). and 

non-virginia. The .Corms?- is used i r t  the  manufacture 04 

c i g a r e t t e s  w h i l e  the l a t t e r  is used t o  manufacture a host of 

products likm beedies, ciqars, cheroots snuff. hookah etc. . In 

t h i s  study we are concerned anly with t h e  FCV tobacco. This. 

choice i s  essentially d i c t a t e d  by the f i c t  that  FCV ' accounts fer 

near1 y 90 per cent of t h e  t ~ t n l  exports. oi  unmanuf sctursd tobacco 

from India. In t h i s  study w e  concentrate  on ly  on FCV tobacco rs 

i t  is the type which i.5 most io!porLant from the point of view of 

exports. 

Table? 2 

Var i e t  y A r e &  Product i on 
!'00Ut ha.? (Milllon K g m )  ................................................................ 

CI. Virginia 114. la (29.73)  106.70 (23.19) 

B. Non-Virqinia 269.78 (70.27) 
of which, 

b. Chewing 65.08. (16.94) 

c. Natu 5Q.Q0 C9.90) 

d. Hookah " 24.09 (6.23) 

e. Cigar b Cheroot 10.08 (2.61) 

f .  Snuff 4.78 C1.22) 7.50 . (1.63) 

C. Total (A+F) 383.80 (100.00) 460.20 (100.00) 
-----------------------I-I------------------------------------------ 

Notes: Figures i n  brackets i n d i c a t e  percentage share of the 
total. 

Sour 3 ~ ~ ~ L C R , P L Q ~ M C ~ ~ Q D - . . ~ L C D . . C ~ ~ ~ ~ Q ~ Q ~ ~ ~ , ~ ~ ~ ~ ~ ~ L C ; X ~ L  
Directorate of Tobacco Development, Ministry of 
Agriculture, lVadra5, 1987, p.2d. 



ds mentioned ear l i e f ,  its share i n  total  exports of al l  

unmwufactured tobacco from the country is as high as about 90 

per cent though th?re has been a f a l l  i n  tha t  share i n  the 1990s. 

hr Table 1. 

Table 3 

WL*re.-.af .-F-W. ?~baccu-Im~~, . t~  
-----------.--.---------..-- - -----..--------. ------------...----L------- 

4s a percent af Rs a oercant a+ 
Y e a r  domestic output z.1 1 unman~a.f act ured 

ot TLV' tobacco exports 
from 1ndia2 ----.--- --.------e-.-..--.-.----. -.--.--.-----..rr-------.----rr----------.-.----- 

1173-76 07 93 
1177-77 7a 91 
1977-7s 38 89 
1479-70 46 94 
197'1 -313 58 09 
iraa-el  56 93 
198 ; -02 - - / L  94 
1702-9: 34 9s 
1905-64 53 99 
1m4-e3 54 EfQ 
1185-06 42 90 
1966-e7 47 91 
1987-80 52 81 
-------------------------------.---------------------------------- 
Fktts; 1. T h i s  series i s  based 3n output i n  physical quant i ty  

product~on minus exports nasd not be equal to damestic 
consumption because o+ stock holdings. 

2. This series is based an exports i n  value terms. 

Source: 1. ~ t l w ? d ~ ! t L R J ; L w . ~ ~ o z k ,  Tobacco Board 4 

Var i our Issues. 

From the above Table i t  is claer that n e w l y  one-half of the 

total output is exported. FCV tobacco is thus an export 

Commodity and finds its usage mainly in the 'wganismd 

IRrnuf2ctu~ln~ industry, namely the cigarette industry. In f ac t  

it i s  ra id  that tho. c u l t i v a t i o n  o+ this cr.m i n  most of the 



present day producer ruuntries has bean introduced by the leading 

transnational c i g a r e t t e  manufacturing companies3. For Instance 

in I n d i a ,  the crop was introduced by 2 subsidiary oT the MNCI 

namely tho British Fknerican tobacco Company ( 9 4 ~ ) ~ .  It is also 

shown that  i n  the i n i t i  a1 w a r s  the cultivation of the croa was 

closely supervised and c e n t r d l c d  by BfiT and th is  control was 

achieved by its monopoly of t h e  now technology and through r 

system b+ cantracts' between the coinpany and the cultfvator7 

The cornmcrcral cultl v & L i m  of FCV tobacco can be traced to 

the eerly part of t h i s  century when BRT pioneered its cultivatior: 

i n  the Guntur district Or F)~?dhra Pradcsh. The primary i n r ~ e t U 9  

for the indiqenous pfoduction came from the imposition a+ t a r i f f s  

on imported leaf*tobacco and cfgarettss in 1910-1912. This leao 

to the large scale commwclal cul t tvetf  bn of FcV tabacre, fis 

mentioned earlier iar a very long time. t i l l  the 1 9 % ~ ~  the 

production and marketf nq of FCV tobacco was controlled b y  a 

subsi diarv a+ the BClT , name1 y the Indian Lma+ Tobacco Devel oantent 

Corporation (ILTDC). 

Ind in  occupies an important poeition i n  thu World's of-1.Lpht 

and enport of FCV tobacco. Table 3 maps out the t-r. lativ* 

Position o+ India i n  the tatal area, output and euports FC'J 

tobacco. 



%Irtt~e.. E;hj?!'-e. of ,,l~.d.!, ~ . . A d - . ~ ~ ~ ~ ~ c l . .  ~ n n 9 ( r ) ~ ~ ~ ~ , . f P b - a c m  
(in 1907) ------- ~--------.-------.-.------.--.--.-............-...-......----.------- 

Clr ea Product i o n  E K P W ~ S  Exports 
; '0QQ ha) (MilLion kg) ttlillion Kg) as a p w -  

Ckntry cent of  
doflust i r 
wtputr. 

L---.---------CL----.--L--.e----.-.--.-----.-.--..--------------- 

2. UScS 131 $0 (6.77) 313.40(?.601 195.%0(2Z.9a) 43.08 

3. k a z i  1 135.68t7.W) 263.00(8.0S) 1 2 2 . ~ ( 2 8 . 7 S ~  46.39 

5, India 1 i l .  rB(5.88) 186.70(3.27) 38.08(b.S2) 46.06 
--------I-.) -.-- ------.---------------.)-----------.--.-------.- 
Total W l d  1V3e. =& 3263.38 587 9d 18.00 - .  ----- --.-----.------- 
Met 1. Fiqures i n  brackets rndicate gercentcg~. attar-e oi the 

total wmld wea, production and a e m r  ts. 

2, TI.rls share has s ince  come dorm to 1.76 percent i n  1 W f i b  

The Table snows tnat whlla India ranl:s f i f t h  i n  the total 

mid output of FCV tobacco, it 15 foccrttt largest rn terms of 

rwpwts. This i 3 bocauso the lrrqest sraducer China IS a c t u a l l y  

r net rfiporter of its FCV tobacco reobirementi. 

i h ~ g  r r o  Pour arraects of FCV tobacco output th&t warrmt a 

CIW w detarled wnalyur?;. Thoy arc as f.01 i m ~ :  

a) extrmorepional spectiicity i~ its cultivation and 
production; 

b l  more or less steqnancy i n  rts productivity c?vw tho 
l a s t  three decades; 

C! gevwr~~wnt 's  c m t r o i  Gver 110th i t s  productton an well 
3s nterketir~g tt,.*cugh a spaclal l y  created agency, name1 y 
tne Tobacco Hoard? and 

d)  deceleration Ira I ~ d i a ' i i  share in *rorXd exports of FCV 
tobacco and t h e  dscl ini no cmpeti  tivaness of Indian 
CKPOt" ks. 



In this section,  wc analyse the kss~es concerning production 

and p r o d u c t i v i t y  and thase deal tng with marketing and export 

competitiveness will be discussed in the subsequent sections. 

( i 1 ~~~c?.n-X_cj.k_me.~ 9 i.ons -.c\?TD~~c_~G ..-,. Qu4W.ut-: 

There is extreme r ~ q i o n a i  sqecificity in the cultivation and 

orodctctiorc of FCV t ~ b a c e o  In the country. Production is mostly 

restricted to the twu southsrn states of RP and Karnataka. 

Infact, over 98 percent of the total output of Tobacco is 

accounted +or by t h e  former while the latter accounts +ar the 

rest. T h i s  regional dimension is presented in Table 3. 

Table 5 

R~e~.i.anal.-B.jrr:~n,~~~~ .s -... ~3-.-F.Lw,e.--C&\~ed-..V-Lrai-nU-T~b-~s.c~. 
C,J.~.P.UL.LP,-, l_f!djb9 

( i n  percenti 
- -- 

Year Andhr a Pradesh Karnataka O t h e r s  
- - - - - - - - - - - - - - - - - - - - - - - - . - - - - - . - - - - - - - - - - . - - -  

lVE)1-E32 92-39 7.53 8.0B 
1992-93 Y1.71 3. E18 O. LL 
1983-Y4 92.54 7.23 43.23 
I ~ E ! ~ = - W  941.55 s.ez Q .  6.3 
lW3-36 87.19 11.81 1. a0 
1996-87 91.14 8.31 0.3"; 
19E7-88 98.82 7. 31 i . 8 ~  
L 718-83 72.57 6.70 E.75 ----------------------------------------------------------------- 
FSvw aqe 91.33 7,C)S 3.47 

The concentration 0 4  output in the arsa csn i n  turn be 

t r a c e d  to the specific aqrct-ecalogical conditions includiqq t h o  

type of soils that are required +or the aoti~um ~towtth of  the 

tobacco plant. specifically 'basec! erss~rlttally an thc  sail 

pattern, the tobacco growing reqions are classified i n t o  +our 





Regi on b i  s t r  i c t s  Per - Produ- C h a r e c t e r i s t ~ c s  
Inc1:lded rerttaqe c t i v i t y  

share  ( i n  K g /  
of o g t p u t  

--------------)-----------------------------.--.----------------------.------*-----. 

3 ,  Black Cotton Soi l  ! : h a b m ~ ~ @ ,  Kris%na 
Guntur, Prakzsae 52 la80 flanageaent of t h e  croo i s  
( p a r t )  East  and ex t re se iy  d i f f i c z l t  dae 
West Godavar i e s s e n t i a l l y  t o . t h e  r a l n i a l l  
(~i2r t! pat tern .  The j c i l c  =re clay 

l o a n s  t o  s i l ty  clsv losmc 
pat tern .  P r o f i l a  5s t b t  
croppi f ig  calender i ;  e ioct ly  
t h e  saec as above, T h i s  Is 
considered t o  be neu t ra l  and 
blends i t s e l f  v e r y  f akoi irabl i  
with other tobacco;. Tho bu l  
of this tabacco 1s esported t 
the USSR, Easterfi Europe sn i  
t h e  hi adlo-East , Tt)€ i ra lanrt  
i s  used b y  t h e  b o r ~ s l i c  
c i g a r e t t e  i n d u s t r y .  

. Light S o i l s  flvsore, Hassr!t, The crop i s  qroW i n  t h ?  
(KLS 1 Shiaoja,  C h i b ~ a g l u r  16 9 48 t r a i t s i t i o n r l  b e l t  o o i n e ~ n  thr 

Kclar,  Coorq, Dharnar Eastern s lopes  of hciLkf5 

Handyr, Chitrrdurqd g h a t s  and t h e  p l * r : ? ~  if? ::be 
s t a t e  under ronsca3 ctficif - 
t i o n s ,  The s o i l '  are 55349 
l o a r s  and loamy s a : ; : .  Is  19 
l9w t o  mediun i n  thz5 tohacb 
n ico t ine  and a c 6 ~ ~ a  t~ :.:qh 
sugars and i t  is ?ssgrt+d 
mainly t o  U . K ,  a:,c E-cg?oan 
countr ies .  -------------------------------*--------------------------------------------------. 

kote: Annonure-1 raaps out t h e  region-wire area  under FCV tobacco since 1378-71, 

Source: 1, Tobacco Board 
2, U i j L T ' - s g - ,  Tobacco Board, Guntut , unda ted ,  <Pamphlet 1 
3, C l n n u a l . e ~ ~ r t i i ,  Totacco Board, Various .Issuer. 

regions, namely (1) Northern Light Sail; ( 2 )  Scruthoi-n L ight  Soil.; 

(3) Black Cotton Soi l ;  and (4 )  Light Soils o+ Karnataks. Qf thc 

+our, i n  terms o+ share i n  total production,  th2 B l a c k  cotton 

Soil area is the most important. A detailed prof  i Le of these 



fwr regions appear i n  T a b i e  6. 

It is seen that tha  Northern Light Soil area. though 

accounting +or only a srns.11 share of the output is t h e  most 

product~ve. But the exuanaion of area i n  t h i s  regior! is clearly 

restrirted, The recher Iieavy concentration of tobir.cco I n  the 

black catton areas have had a deleteriaus effect  ~ r i  the 

productivity of tPbr,s CTQP. This aspect, is analysed in detail 

b@lew. 

( i i ?rsnd~~_in.~r: cr_d uc?. u?n.,an ~.P-~Q.Q.K+~YA~.Y 

Tobacco is mainly a s m a l i - i ~ ~ l d e r  crnp. The avsrags ' s i z *  uf 

a tobacco' plantat~an is 1.74 hcctar-erj. The holdings i n  A F  are 

slrqhtly hxgher (avgragce s ize  = 2.02 ha) compared to the ones i n  

Karnatska. (average s i ze  = 1.4& ha1 , See 'Table 7. 

BY~~A~-F~F=..~~,~-@L.XO~.ES.~;~~.?~. zn sa-t.i.w~fi_.,T r; .. AM-i.a 
!Size in hectares) 

. - - - - . - - - - . - - - - - - - - - - . - . l - L - - - l - - - - - - - - - - - - -  

..- --~.n-~hr.&-Fr.ad%~h .- .... ..- . . . _-  1Swn&aka, 
Year Liqht soil B l s c k  5011 C..voraqe t i g h t  Soil ------..-.---------------------------------------------------- 

So;lrcel . ~ A . Y . . .  t . .  Tabaccg Poard, Mini ~ t r y  
ot' Comnrer c;e, r Yt34-Ei3 2nd ~ub%equent  ISSU~S. 



Table 8 
Xr~a.da.-lo- 4r~81-Prndr rc t .m~~od. .P~~#~ . tJ .~ i .W, .~ t  

L n c l j ~  ,. FCY- 1 ~ b . a  z',(;53 
--------------------------------.------------------------------- 
Year F.rr ea P r o d ~ x t  i on Praduct i v i  t~ 

('Fa9 ha) lMillion kg) (Kqlho. ) - - - - - - - - - - - - - - - - - - - . - - - - - - - - - - - - - - - - - - - - - - . .  
1930-31 61.5(17.L1)' 42.7 6 16.33y 893i .  . . . . .? 
1968-6!. 89.4(22.29) 70.1 (22.@3) 7 8 4 ( m m m w a . )  
196 1-62 Z5.9(2am 35)  62.7(18.50) 730(......) 
1962-65 5'7.1 !2Zm 99) 73.0 121.48) 75'2 
LYh.3-&4 143.6t32.59) 114.4i31w80) 797 
1964-63 189. 7 (26.99) 91 8 8 129.79) 657 
1963-64 
1966-67 325.6 (29.66) 102..3(29.@0) S l b  
1367-48 144.1 !34.03) 10S.Lt28. 31) 729 
1'368-49 147.5138.99) 133.3 (36.33) 79e. 
1969-70 152.3(34. 78)  89m9?26m&7) 3961) 
197@-*/ 1 iSY.8(55.56! 46.2(26.35) 585 
1771-72 ~ 7 ~ . 4 ~ ~ 7 . a w  139.4 i 3::. 28) eo4 
1972-73 169.2!38.03) 128.1 (52.27) 718 
1973-74 136.4 (39.03) 1441 9 632.9.5) Y 26 
1974-75 119.0(31.27) 99.3 (27.40) 8S6 
L975-76 LZl.Y(Z3. 11) Cb.aC27.6t) 774 
3976-77 142. i !32.86) 95.7 (22.95) 673 
1977-78 202mZ(408 11) 164.8(35.79) 9156 1586) 
1970-79 165.1(40m 34) 142.8 (31 . 47; 865 (146a3 
3 979 -Ba 140.5 ( 3 3 . 0 S )  lQ8.3<23.01: 7 lU?lSL3! 
1980-8 1 142.4 191 54) 117 .8 i2~ .33)  li22 ! 1433) 
198 1-82 150.9(34.00) 135.5(25.95) 898( 1G26) 
1982-83 202.6 i 4 8 . 5 ~ )  18S. 7 (T2.A4) 931 61654) 
199.3-84 152.3(34.64) 130.0C26.48) 854 < 18:34 
1984-85 133.1 (30.49) llOma(22.641 G2& (1783) 
1 '?9"J-t36 116.5(29.17) 73.4i19.34) 635(1961) 
19%-87 ?.05.663@. 2 9 )  lQQ.5123.7i3 1065ilbbr)) 
1?87-88' 6g. 4 (27.17)  i 4 . 5 ( 1 i W 9 2 )  R71 (Na) 
1980-89 105.~i(29. 11) 216.5tZ3.71) 13 Q 4 ( N R i  
L78?-30 1 0 2 . ~ ( 2 4 . 4 1 ~  10a. 2 !is. 73) Y7S(NFI)  
---.-------------------------*-.---------------------------------- 

Note~; 1 b 2: The fiqures A R  b r z c k e t s  indic2ta production o+ FCV 
tobazcr,, as n oer cant of; al l  tobacccl grown t n  the 
country.  

. 3. Fiq~rres in trsc1:;sts ~rrdicate es t imated  average 
yield in the wor ld .  

Source; 1 hcl Len ,?~b-a.c.crsr -.Stetis?, ig5.t Di recr or ate of Tobacco 
Devoiapment, I l i n i s t r y  of figriculture, Madras, 
1775. p. ;la. 

A. Tobaccu.,, . 2 n ,..... Jn.d?.- h... . . , L h ~ o d b ~ ~ . k . - S . W t t c s ,  
Directorate a+ Tobacco Development, Mimatry of 
Oqr~cui tut -e .  Madras, 1987, p. 17. 

3 Fnnuar ...-. - .d~ini.~tr~tkve---Rf?o~013.,  Tob~cco Board, : 

Ministry o+ Commerce. Gur,tur, 1989-90, pp. 107-0. 
Thas virtual  absence of I c r g e  h o l d i n g s  ar larqz estates is an 

important characteristic of FCV ~roc 'uc tzon.  



CI second aspect of f C V  production 1% the absence of  any 

vawth f n area, praductirln and orductivity, See Table 8 fw 

trends in area;. proauction znb ~roductivit~. 

The co-efficient of variation in the productivity o+ FCV 

mrk out t o  about i l  aer cerit, thereby showing high variability. 

The virtual staqnatkon in tabacc*:, output and ~raductivtty can be 

ettributed to at least thret .2.&r,tors: 

1 C o n t i i ? ~ ~ ~ ~  munocultku2 a+ the crop i n  an area which i s  nut 

mactly suited f ~r .iabacco culti c/stiun (Nata Duvvury, 1986). In 

addit ion,  t h e  waather has bean another f a c t ~ r .  FCV tobacco is 

mainly a rainqsd c r ~ p  as anly t e n  pet- cent  of t h e  area under 

tobacco is irrigated. Much of the tpbacca graving r e g i o n s  in CIP 

have bean subject to the vcfigaries of nature1 cyclones and 

prolonged summer 1 

(2) the shot-tag@ o+ cr-itical inputs and the slow resamse a+ 

tobacco farmers to n=w methods of culttvati~n and p r ~ e s s i n q ;  and 

(5) the p+*.ctlre a+ r o n t r o l l i n g  the area and production through 

f ixat ion of quatas. Hcjwver , this pol  icy has been in vogue only 

~ i n c e  1984-83 and ac, one cannot argue that this .has actuaily 

caused the v~riability in productivity ov i r  the ent i re  period 

under consideratian. 

The view has been e~prsssed t h a t  though t h e r e  has been no 

increase in productivi ty , the qua1 i ty of the dr;tput has actually 

increased. Whcthev it has indeed or not is gxamined +brther i n  

sect ion an s n p w t  camy>atitFveness. 



( i i i ) C ~ @ ~ Z I P . ~ ' K P D .  . pr o ~ u c ~ - ~ Q ~ ? J -  

I t  was reen above that  t h e r e  has been some e x p l i c i t  c o n t r o l s  

on tobacco productron since 1?84-85. The r a t i o n a l e  f o r  this 

c o n t r o l  was essentlaily t o  regulate the o u t p u t  of tobacco  i n  tune 

with the l i k e l y  demand (both domss t ic  and e x p o r t )  and also to 

promote the c u l t i v a t i o n  of t h e  crop a long  scientific lines so 

that It does u l t i m a t e l y  r e s u l t  i n  good e x p o r t  quzlify produce. 

Once t h e  t o t a l  output d u r i n g  an  y e a r  is estimikted by the lobacco 

Board i t  is appor t ioned  among the various 9rowers by allocating 

~ n d i  vidual production quotas. The epeci f i c  conditions under  

which a growcr becomes eligible for  a quo ta  depends on a4 least 

four factors. 

(a) t h e  growcr should have clear t i t l e  t o  h i s  iand: 

(b) he should have a curinq barn of b i s  own f o r  cur ing  (the 

l i t t i i t  is 4 barns per light soil areas and 2 barns i n  black 

soil areas)? 

. ( c )  he should  have adequate experience; and 

(d l  the soil i n  which i t  is proposed ta Se qrawn should  b8 

s u i t a b l e .  

S i n c e  the tarqets for  area as w e l l  as o u t p u t  are f ixed more 

on the b a s i s  af heuristics than on any s c i e n t i f i c  p r o j e c t i m o  

( s ta t i s t i ca l  o? econometric) they have repeatedly been o f f  the 

mark. See Table 9. 



Lwgets.. ,VJ1s~3:::v $-5 4s:c.eLfiL,.,I.~., FC:?.. .hSr:eta,.a.n !?-,Prr:ad.uc.ti.c?r~- 
(Area in '@@@ ha: productxun in Million 

kj 1 

Year .----., -..-.-. .---.-... fir28 - _.-... - . -. . . -. -. . . - :. . . , .--. -. .... . ..-.--.. ,,.- F ) ~ Q ~ ! ~ x s ? ? Q . ~  .-.--.- . 
Tsvget Actusl Pi +Cerence T at-get Qctual D i  +f erence 

Nttar 1, Ir?cl trdes but?, 4F arid Kar-nstaka. 
'2. Figurns in brackets indicate the percentage of 

short +a2 2 cr excess 
Smurrce 'I'aharra Banrd, 

Flnathe~ d t  mnr?siar! 2.i'. "ix ind tarsgels Cot- area and wraductian 

i a  that It alscr 3ct a% 3 c ~ r ! ~ t r - ~ . l r , t  an rrtrreasing prcductivity. 

tnfact, since the t a ~ ~ g e t s  are Ctrequentl y rev i sed  upwards and 

dwrrwards i t  al5o a f C ~ . c 4  the yielci  mcvcmants leading to 

f litctuat i an5 i n  i t  over t i  me. 

Though t h e  T O ~ A C C O  Board ha% been regulating the production 

rf FCV t o b a r c ~ ,  unlike i r l  ather cammercial crop5 l t ke  Natut'ai 

Rubber th is  rsgu1,atic.n has not l e a d  to - any increases i n  

prudrrctivitye. On the contrary,  t h e  requlation seem to have 

rdvwsely af f e c t ~ d  y i e l d  growth, f i: is a+. caurse clatmed there 

have been f;igni-Tirar?t q v . s l i t a t i v e  int~t-ovements which is 

substantiated by the +act ttmt t h e r e  t ~ ;  a higl",er- csropor-tian af 

k i g h t  grades i n  the uutput than befors'. 



kina of TobacmaJhrmalrket a f ~ . T r a d . g r * q  

i E~! l , .u t i .wr  .,,. ~ f _ . _ L h a  ...... Qc!c.t.i-o.f~. ,S~st~.m.--gn.d,-.-.tb.e ..... C Q ! I ~ Q . ~ - J ~ C  

The evo1,ution of t h e  tobacco market can be, divided into 
I 

throe phases. The +ir s t  phase 3s t h e  period f rom the teginninq 

n+ t h e  century upto about the 1956s when the ent i re  tobacco 
. . 

cultivation and trade was 4~nder the  direct  c o n t r o l  of a company, 

namely the f ndi an Lssf Tobacco U s v ~ l  opment Curtoration ( ILTDC) ":i 

The control over product i o n  and n~arkc"r,inq mani +ested i t s e l f  i n  

tne form af  a ctntrs.ctua1 relationshiu w i t h  qarmers. Thin 

'control system' could be clescribed as f w l l ~ w s e  Farmers were 

su~plisa with  all the requisite inputs :ike seed, f e r t i l i z e r  'and 

w o r k i r ? ~  capj.tal and they ict  turn had a compulsory obl iga t io f i  t o  

sell the produce to t h e  company at  p r i c e s  determined by i t  after 

ad jusring for Ihu input p r ~  ces.  Though the c ~ n t r a c t  systm 

assured a ready market tar t h a  grower '?a produce it war conridefd 

to be h i g h l y  exnloi tative. This is because it has been e h m  

t h a t o n  sn avaraju t h e  uroducrr's share in the f i n a l  e#port  price 

was an1 q ZO to 40 percent. I n  other ~rtorde, the company enjoyed r 

gross margin w~rlr ing out t,~! i7eat-ly 7Q p w c e n t .  I t  s h o u l d  of 

course b e  m e n t i m e d  t h a t  t h i s  system hsd a l so  i t  'e own merits. 

This i s  Gecatase even during tho d e p r e i s i o n  days of the 1990% FW 

tobacco was Gine af the  trrast p r o f i t a b l e  cr-ope i n  the region.  This 

s t a t e  of af.Fairs ~ s . 5  to a great :.>!tent t'acilitated by the steady 

increase in the demand f ~ r  this product emanattng both fvom 

d~mestic as well as foreign saurces. 



However, by the early 19543s t h i s  contract system came ta an 

end, This was ta a great extent determined by changes i n  the 
2 

I . .. 
direction of export-demitr~c! for- F2'4 totacca. UK which had 

accounted for a 1 ian ' 5 share 0.l: the ex p a r t .  Cr,ont Ind ia  came down 

t@ account for ~ n l y  about two.-thirds. T h e  ehare vacated by UK 

was taken up by Scrvf et U t l i  on and ather East European countri 0s. 

This d i v e r s i + i ~ i 2 . t i c ~ n  uf the expart trade opened up new 

pmssibilitiea, Sar the new aspirants i n  the tobcncca trade, which 

led t a  the emergence a9 a set of new traders. Inf act, a number 

af traders cams up special ici-ng especially i n  e x p o r t i n g  to these 

new markets i n  the Soviet Union and the Eastern Europe! and t h i s  

also resulted i n  or; increase in thra number of exporters which 

f inzl ly  eroded %he nancrpaly a+ XLTD in the purchase o+ lea+ 

tobacco from the gr-ewers, Second, with t h e  increase in the 

wiutply of FCV tobacccb knd also with t h e  diffusion of the 

txhnology a+. productian . and pracessirig (curing) , i t  was no 

longer necessary ta have any direct I. inks with tho? grwere 'at: the 

smrt emb~died . in the eariier 'contract ' system. Slowly an 

rlternatxve form of marketing system had evolved. ,This came t o  

be knew as t h ~ ?  ds~g.f~sy~y&.m where a l l  t h a  leading traders had 

their.  purchase depots located w i t h i n  the vi llagela. . , Soon enough 

even t h i s  system became exploitative: delayed payment% +.a the 

)rowers, down gradirrg at the. t ~ m e  c?+ purchafil; etr. were cornman 

campla.intsa mtempts by the government to regulate t h e  market 

through an 'auctionrng system also ciid not succeed. f t wes also 

found- that t h e  of+er made by the buyer is almost final and the 

grower is required e i t h e r  t o  accept the przce or t o  take it to 

anather platfarm. This he normaliy cauld nat 'do an account of 
I 

additional trarrsport costs ' arid t?wndIinq! Iosses involved. 



Eventually the grower has t o  accept the price offered bv the 

trader. This co~tp lqd  w i t h  the absence of s ta tu tory  minimum 

prices had an extremely oeleterious efqect on the farmer. Ihu  

excessive prof 1 teeri'ng by the traders (suanti t a t i v e  evidence on 

p ro$ i t  marqins is hard +,a come b y >  and the consequent hardsihsps 

suffered by the growers during p e r i o d s  of g l u t  f i n z l l y  resulted 

i f i  the government introd~tcing An ac!ctioning system throuuh tfie 

Tobacco Board i n  1994-85. 

! i i ) T k e .  fi~!c.tA~nS.y 5.t.erll 

I n  the above w e  had seen the factors that f i n a l l y  resulted 

i n  the establishment a+ t h i s  systerrr. We f i r s t  discuss the main 

features of t h ~ 5  system and then g o  on t o  discusis w h e t h e r  I!: is a 

r e a l  im~rovement from the point  0 s  view of  the growers. 

F_ea-es,~f,fh.a_Puc-U~nS~,=ta.m~ 

The system was introduced i r \  the crop season of 1384 i n  

Karnataka atrd 1985 i n  t h e  case @f Andtit-a F'racier;h. It is 

conducted +ram various platforms established by t h e  Tobacco 

Board. On an average there have been 21 such platforms i n  AP and 

8 in Karn~taka.  The s iqn i f  icant  f e a t u r ~ s  of this system are as 

f 01 1 o w s r  

( a ) PcQm~-Lp~mqnt  ..- ~ f _  ... _ t k e - , ~ . @ . ~ . ~ ~ ) ~ e ~ d _ ~ ~ ~ L o - - k h f ~ ~ t ~ e . r ~  

Qne of: the most importanupcoblernr; faced by tne ,  growers in 

the earlier marke t inq  regimes were consrderable delays in the 

receipt oC sale proceeds. This ranged From a minimum of tw  

month6 and t o  rnax:mcrs @f even a year. Th is  prompt payment was 

accorn~li%hec! by the Board paying the frirnrr5 .by way o+ two poet 

dated cheques, The sy~tern d i f f e r e d  s l ~ q h t l y  across t h e  two 

states of AP and k.arnatal:a. Sn t,he .=as6 0; FIP, the payment of 



the net s a l e  proceeds [net af ServicE charges and cess) is by lriay 

#f two oast-dated chequss (13  and 49 days  respectively Crm the 

date of canclusian of sa le)  whick  are issued on t h e  day of  sale 

to the Growers. While in t he  case af Earwtaka the growk~ is 

C I f d  try t h e  Pnard through a cheque past dated by 15 days +or t h e  

mtire vaiue o+ his sale tiroceads after deducting one percsnt 

towards service charqes on the value oi: tobacco and t.ubacco cess 

at the r ~ t e  of Rs.G.1LT3, per kg. Far t h i s  purpose, the  buyers are 

rqirirad to make payment ta the Board i n  settlement -AS the 

invofce.; issued to them by means of: a cheque post dated by ten 

days. This procedure rf g~iarantecd p?.yrnents to the growers 

nlthin A reasorrable period of t k m s  and f s ttws ar\ impartant 

positlur aspect 04 the auction system, 

:bl $ i~3 f .?d~@- f f~4 f  i-~r,...qf fffpra~slir\^~.:-. One impor tan% source of ' grower- 

&use8 during'.the crs-auctiuain~ day5 wc,s the extreme 

arbitrariness in piradinq by the traders which .=iLwevc; worked to 

the Ci sadvantage of the( grcwar 5, J !  h e  aucti oni nq system 

there have been two broad types af q r a ~ i  hc based essentially upon 

the soil conditicn~r, f a r m  gradec. (F I  rc, FIB) for tobhcco grnwn i n  

black ~zot tdn s ~ i  ls and plant posittan grades far tobacco , grown in 

Nwthern light-soils. The actual graeit-fq is. done b y  t h e  +armer 

r t  his  rmn premise s  i r~i th sane asststance from the i i e l d  staff of 

the Tobacco Board. Thoi!qh t h i s  ha.5 resulted i n  some 

standardisatinn at t r ! s  a~rctirrrr levei, a virnw has aeen axpressed 

nainiy tiy the eicportws t h a t  there f c3 r-sa l ly  no carrespctndence 

bet- the .lucklor: qrades snd t h e  S'f flal grades at which the 

merchanais& is exbcrr'cerj. ..Ini'.act. there is a multlpiicity .o+ 

grades at, the . a c ! c t i ~ n  l e ~ v s l  dslerrni ned by the Tobacco Board and 

I Y  



at the export l e v e l  determined ty t h e  PIGMARK. F i  rial I, y the 

merchandise is exported elt grades pyascribed by t h e  gsa+l tJJ3 

Department QS Agriculture) which has very 1, ittle f r e l a t i ~ n  t c j  the 

'RGMARK' grade. 

In urdsr Lo prevent t h e  prices from falling brlaw a minimum, 

the governcnant thrau.gh the Commi ssi an For A a r i  c~1.1 tcrrai .;i_rz:.t& c?.lld 

Prices (CaCF) f ixes the minimum prices far varicius aracks of 
' - 

Tobacco. Ttpese c?re af course statu.t,ory miniinurn prj.cuf;. This 

woufd mean that the tobacco t h a t  does n r ~ t  attract a b i d  Livef an 

above the f lanr price * i l l  be purchased at the mlnimun !support 

price iMSP) by the board ar any ather agency nominated Car the 

pu~pose. The MSP annuunccd by the government +ram r x m =  iu t im 

1989-90, the Tobacco Board have been able to prevail tipan the 

participating traders to adhere tu a minimum quarantlcsed price 

(ME?) through esaentj. a1 1 y " s gent1 eman ' s  aq~eemant" between the 

two. s i n c e  it is w gentlemen's aqreement it i s  not ee~+.ctlV 

binding on the traders tc. purchase at t ha t  pi"j.ce. The flGF for 

the d i f  f ersnt grades duvf nq j.989-90 i r; presented in k~n.r::uve 3. 

It was expected t ha t  with t h e  Lgpucltian of  these mini~~,um support 

and g~aranteed prj.ck?s will ensure a remunerative p r r c s  t~ thl 

gr awer . 

Thus these three camsonents Q$ government intervention, 

v ~ z . ,  (3) %he arompt pa)/meFt rrf sale prnceeds ~uauant~sd by the  

Boat-d; < )  t h ~  -;sgpir.rent rtarrdarclit;a+~on of gradesg and (c) the 

minimum guaranteed prices were expected to clear the  ear l iw 



l r ~ e  i mper .; =c.:; t on5 nnd di s to t - t l ons  rn  the market f o r  FCV 

tlbrcco. 

Y ?~~: . ) )UC~IIOC! .  Fr%--=.. 

%o FCC. qro?;ing regitme in AP and r-arnataka are divided into 

r number c ~ t  plstr+orril.; Srom where the actual process of aucti~ning 

i s  cimdirr t ed . Tne villayes under the jurisdiction of eech 

platfwa are ur-wped in40 what, are termed clusterst each cluster 

ccinc,iscr:?q ui a!.*c.urld thrue nirndt-ed growers from c o n t i Q u o ~ t ~ -  
- villages. I ~rtwers f a l i i i l g  into the cluster are given 

mthori tation ti:. dei .i \/c;r. t t ~ t i  t '  quota or produce on a particular 

d f i s  , 7tre baf tls so r e c e i v e d  e.9 per the quota a1 lotmcnt 

are uriltadte. w.r.iahed, s m ~ i e s  clravrn and classified ~ c l  terms aS 

.rtenctard aruairi~! system a;rd are o f f w e d  fw sale (balewise). 

,Once thks c i ~ ~ s f  $ icatf'gn process of the b a l , ~  arc aver, an 

off icisi  4 t h e  f oLacca Board termed ' starter ' after  appr~s.2 s i n g  

the ouaiicy, a:-tide, +:ha H8F) notified f o r  that particular grada 

wiii atlnot~ncca a start ing price. Eventually the,bale w i g 1  be r j ~ l d  

in fhvodr i i .5  the highest bidder. Once the grower/seiLer is 

wtisfied wltn the ofice quoted and the trader/buyw is s e . t i s + i e d  

w l i i ;  thc qanciness  ot t h e  contents 09 the bale, %he -1s i s  

cmf ircned. The bui l k- i  n mechanisms 4or prevent i nq iiei ayc in 

payment t o  mEha qrcrwer otr .  were seen above. 

C Ih e_ P.~k~~~~~0r~4~r!8,a~he4~~~-~1~3~.SiL,~t e?~:. 

WE. d i ~ c ~ i s s  the warking a4. the auction system i n  terms o!: the 

followirrg: 

(A) the number b+ grokiers and t r a d e s  M a  have participated; 

(b) the qusntity ane VaiUe of tabacca transacted; 



(c) the average p r i c e  received by the grower; and 

(dl the varietal composition a+ khe quantity transacted. 

We discuss +,he. AP and dar-natal:& c a w s  scewrately as there arc 

certain issues which are speci+ic to each region. See Table 10. 

W-w-k i-n!L~f.--%h.e --@W%-j,.~i?. . .-'SY 5.te-m-- i.r!-*-QY- 
----------------------------.------------------------------------ 
Particulars 1785 1986 TQS7 I 9 B  1989 

I .  M . o f  auction 
pLatf orfie 

3. Nb.of eSCsctive 
akction deys per 

r c r  r ' m  73 -. platfcrm 2 s 3; .>9 57 

4. No. a+ tcadnrs ;.4t?o 

par t rc ipated i l l  i52 178 146 245 

5 .  Quant~ty o* tobacco 
tr-snsactecl (in 90. hb 88.47 97-51 47.63 103.63 
Milliuft KG) (85)  ' ('i~slt) t lee, (100) (100) 

G. Value o+ t a u a c c ~  
transacted (Hs. 
in cri?rr;.5) 92.27 1i38.55 80.06 77.84 175.28 

7. Average Prlc? 
( K s / k ~ )  I 8 . 2 Y  12.43 8.22 16.33 l & m  59 

427.90)' 
9. Density of tracters 

per 1006 tsnnes 
of tehlcco 
t.r ens~.cted L. 22 1.851 1 83 3.09 2.32 

--.---...-...--.-.- _. _.-.. --.--.-.---.-...---------------------------------------- 
IQotes: 1 . i r e  r t)r.a.c;kets indicate t h e  quantity of tobacc* 

trui-i~ti~.tc-i'l 3% a y~er cent a+ the @4%~i@1. f f~~~i ie%%i?r! i  
c!r!rinqj t ! ~ e  vftar. 

C. . I 'h~t i  s?.!cid~ the hi~hest b i d  during 1989 auction. 
Saurcss: i ';~b.ac-cp .- , -Guct i .q~ -STatlrt$.~;s, 1984 to 1989, Tobaccr 

F~+.r -d  , 3-trtt'c1.r , 1999 p . 1 
2 . ctmi.n>.~%.r~tL~e- -Bew-t , Tobacco B o ~ r d a  

Vhi- L cius f !;ccres. 

Tne +ol'Lowtnrj salient .points emerge from table 18. 



(1) Almost all the  grlslwers who have bslen g r a n t e d  registration to 

produce FCV tabarco have been taking Bart i n  the auctians 

with the exctptrorr af 19139 and 1987. In+act 1988 does .seen 

to be problem year wi th  the number 0.C. e f f e c t i v e  auction days 

coming down d r a s t i c a l , l y .  This shows t h a t  s a l e s  of tobacco 

outside t h e  aclction 91af,form, I +  any, 5 1 1  ta be 

minimal g 

OI I t  seen that ,  bv ~ n d  Large, with the enception of 1983, t h e  

entire quantum of productia;~ durlnq a year xs;  marketed 

during t h a t  y e w  i tself .  St is no t  clear as to h o ~  t h e  15 

per cent of %he output 1989 ( w h i m  was nut marketed during 

that year) was d i s p o s e d  a+ subsequen%l.y. This shows that 

,some sales cia take place outside the  auction stream, It is 

also a b i t  a t t r p r ~ s i n g  th3.t t h e  ent i re  quontity produced is . 
disposed of curing t h a t  year itself irnplving thereby tera- 

inventor ie s ,  Thi s aspect needs to be researched +urthcr . 
(c) There tias been s:ani*icant v&reiabi1ity In the prices 

actual 1 y re re i  ved by tit6 growers; the coef:+rcient of 
I 

var ia t ion  i n  it has worl.ed out t o  aimast 23 per cent  during 

the p e r i o d  undef c o n s i d e r a t i o n .  

(dl  There have a l s o  brlen laraa variability i n  the quantum of 

tobacco kranss.ctedg t h ~  roei+icient of variation has worked 

out t o  24 per cent. 

(c! The nuftiber o! trader rs have sncrw.5ed over t i m e t  denei  t y  of 

dealers which i s  a rough waxy for th i l  e x t a n t  of competition 

between the cradet .5  does show an i n c r e a s e .  However, one 

ahauld b e  c~rreful i n  i n t e r p ~ ~ ~ t i n q  t h i s  index. This is 

bocauss there if. fa.ir. amount of concentration in the 

domestic purchase' c s f  FCV tobacco" . I n  addl t i o n  there are a 



large number uf cornmi ssl on agents who actual ly purchase 

tobaccb an behalf: of Xarger companies. Zn any case i n  

absolute, terms the s,verequ quantity of tubacco transacted i s  

very large; 

( 1  It is now i m ~ c r r t a i ~ t  to campare the pr ices received by t h e  

g rawrs  pve and m s t  auction. See Table 11 far a 

campar-,ative p ic tu re .  

Table 11 

e.5t~3.4. ... ?!7 ~-G~%--~~C-~-L~.?~..-B.Y-. .~:~:$-Gr9~.@c~~--~~-e.-~9.od-e~5t-eu.am 
;Andbra F'railesh cRs. per  18@ kg) 

.-------.---------.- .-.-LII.-l-.-l--.--.-----.----L----.-I----.---.-I-.-----~ 

Year F'r. i ce Pr e/Posr hucti on 
----.-----------.-----.- --I-----..---.----------.----------------------. 

19760-77 U69 ' 

1977-713: . ' SQV 
1978-:79 7927 
197989 .. 937 Pre-auctim (907 
lSt3Y-B 1 . '797 ' 
1981-42 1652 
1992-83 1826 
l.993-84. . . . la54 

----------------.----.------------------------------------------- 
1934-93 1025' 
1983-86 1249 
1956-87 822 
1987-89 1631'5 P o s t - a u c t i ~ n  (1594) 
1YS8-89 1659 
1989-90 1469 
1730-91 :3300 

-.r---.l-.r---------.-.-----------------------v------------------------ 

Notes: I .  Far the pre-auction periad we have relied an thz 
weighted average Farm Harvest Pr ices ut: FCV 
tobacca. 

2. Fur the past-auction periad i t  is the wvi~htee 
average prices of al Z grades. 

* .J 8 F!iqures in brackets indicate t h e  average +or the 
pre and ~ a s t  au.ction periods. 

Sources: 1 TQ~.~GXS--,~..L..~-O.~ l.~~,A-~anA.!!o.a~~ .... . a ~ - ~ , t ~ ~ ~ . i ~ ~ . t ~ ~ ~ ~  
Directcsrate of  'Tobacco Development , M i n i s t r y  0; 
Gqcicul tura, Madr3.s 1985 8t 1989. 

2 Table 10. 

It is seen, that while t h e  actual prices recei.ved un E.E 

average havs increased by e.5 much as 76 i-er cent d ~ t r i n q  the post- 



rution period (pre-atction average i s  Rsm1079/100kg while it is 

8% 12781/100kg during t h e  pcrst-auction period) , the inter-year 

vviabili.ty has also increased very  much (the coefficient of 

vwlirtion in tho latter period w o r k 5  out to 47 cumpared to WtLy 

21 i n  the former period). 

Table 12 

Ya.r-i.ete1--CC5,~p.~-'%f%A ~ r t .  .o~..JC;V, 7 s b . u ~  
(Quantity i n  Million Kg) 

- .  . 

Variety 1383 1966 1907 1988 1989 
----.--------.-I-----.-------------- 

A, F a r m  Grades 88.35 4 l .  Q0 82.39 97. JQ 68.45 
t81.80) ' (82. a21 (CIS. 11 17Q. 31 (83.76) 

01 F i  through F4 49.05 47. aa S1,9& 23.79 64.87 
( 6 ; ~ . 8 ~ ) ~  (72.74) (62.6C3, <try. 14) (73.32) 

B, Plant Positron 
g t a d ~ ~ ,  9.95 14.31 14.32 1P.35' 17.14 
of which: (ll,O@>~s l iG. 53? t14.9Q.4 (21.81) (16.23) 

a) XIL through X 5 t  1.44 2.24 3. Q)Ei 1 47 2.92 
t) LIL through C5L 0.81 2.69 2. 4:.7 3. a2 6.54 
C) L10 througl~ LCJo 2.52 2.46 i.2;' 1.83 2.79 
Tatal 4.7'3 7.39 6.8'3 6.32 12.25 

i40.24) 15@. 73) (47.18) (430.93) (73.80) 
---"HIIIL-L------C--------------------------------------------- 

C, 411 Gradeb (4+Bj 90.28 8Zl.51 77.51 4'7.69 105.62 

&wt 1. Figures i n  bracket~ iftdicate ;.arm i;rnJe tobacco as e 
percent  uf a l i  graoes transactei. 

2. Figures brackets r : ~ d i c s . t e  tne specif r C  farm grades 
as a psrcentaqe ~f af S +arm ~ r a d e  tobacca. Thore are 
inc ident; i l ly  ten grades of +arcin grade tpbacco 
deeignatuc! as F l  throu+.ah F10. t a  additian there is one 
call ed nogr ade r NOG) 

3. Figures irr brackets ind~rate p l a , l t  position qrades as a 
percant c,+ a l l  grades tie. farm + plant position) 
t r a n ~ a c t ~ d .  

4. Figures  i n  brackets indica.Le {;he share o$ speci+ic 
p l a n t  p c ~ a i t i o n  grades in all alant p o s i t i o n  grades. 
'There aritt 6eventy-~ns p lant  poai t i o n  grades. 

Source: Tgbgc&g-. _ ,~?~~;-t&~i-s-f iirg.i-.tj_c.s + Tot~acco Board, Mi ni st r y  OF: 
Commerce, Guntur, IS3V. 

It would nc;~  .be instructive tc, analyse the varietal 

CmPosition uf t h e  rqBsntiLy transact+c.rf to +ind  out the ~ r a d e e  . . 



that are mukt popular. See Table  I Z ,  

It is seen C r a m  the %b!3ve t hz t  the  farm grades are 

more popular than the p l a n t  aasr t i ~ n  grades as can be expected, 
t 

This; is because gradrng at pl tc t t  position is'applfcable only for 

tobacco crown in i\lorli'ters! L6~h3: Soils (NtS)  which account for 

o n l y  a oinal l pevcuntage of the total output of FCV tobacco. St 

is also seen that though Q h w u  i s  multiplicity o+ grades much of 

the tvansactionr Ifdn an a-~araqs nearly 36 percent)  falls lnt@ 

f o ~ ~ t -  f a r m  yirades (vi:'. , F ' i  :I:~t-~~!cjh F4).  

Tho prites  ~ b i a i n e d  during an auztiort are i n t e r  alia, r 

f u n c t i o n  t h e  ~ a r t i ~ ~ ~ a r  grzda oC tobacco produced ant 

mar krted . Ln r r  t ~!t lderstand this, we analyse below the 

grade-wise prices obtained during the auctions. See Table 13 

? 6 -  . . . . . . ~ - Q u : t  b ~ n  
( R 5  Per Kg) 

----------.--(.--r.------.r------r---.-------------.------ 

Aver age P r  i ce 1885 1986 19E2.7 199s 1989 

a. Weighted 
avarage ~rices 
of the speclfrc 12.41 13.73 9,9;! 18.6a 18.29 
+ a r m  grades  (9,961' (11.97) (7 .7V)  

. . (16.03) (16.07: 

b. Weiqhted average 
prices uf the 
apacif~c ~ l a n t  16.04 17.81 13.9.5 21.53 21.72 
p~sitian grades ( 1 2 . 9 ~ 5 ~  (14.87) (1Ft.b i )  (17.58) (19.3ij 

Notes: 1. Figures i n  b r a c k e t s  indica::s  wei qhted avcry+ 
price GY all farm grades. 

2. F i g u r e s  s n braciiets i n d i  care #the weighted averapr 
prices of a l l  p l a n t  pasition qrades. 

Source: T!?kBF;S;g. .&!~-Lk011- . S % , g L t . ~ t . ~ c ; . ~ ,  Tcrbar r 0 . Board , 1999. 



fherr &re two aspects t h a t  can be  analysed. . First the 

rllr,t.iaa,.&yet. ot the twa s ~ r i c s  of prlces and stxond the 

I l r ~ ~ t n o - n f . , m ~ y e ~ . ! :  0.1' tile ~ w o  series. 4s far as the first 

' is cortcercrcd i t  is see:> t l ~ a b  the plant posit ion grades 

fetch-, on an wecage, 1'3 per'cenk + ntoi-e than the +arm grades. 

Thr direction of rnovsm~ttt in ths two prite series is exactly the 

wrr itwlyine toe Cact t3%t :lie -market for  the two grades is 

p r f s c t l y  intepratcd. We now analvoe similar issues 4w the 

~~t i~r ' l s  in Karnataka. 

There a m  t ~ u  a % u x t s  wktich distinguishes Uarnatska +rm 

4.P. iiuctionr;3, F i f  st Q;: a1 i cha crop calendar i n  Karnataka baing 

.ul:ar, the ai.tctrvr~s there &re i~orm=.iiy held durrng the months 

ef Seatsmbw thr~uqh ikce&~ei.'s at lhsast four months earlier to 

the &.Pa one. Gecund. v i n c e  tits entare quantity of tobacco grown 

tn karnataka ananitee +ram l i a h t  soils, there is only one grade 

d tne produce that i s  auctioned. The basic qcatures D+ t h e  

w k i n g  of the auction system in Karnataka are summarised rn 

Table 14. 

Tho compoti t ian  in the Karnataka auction appware to be 

highw than t h a t  of C\P as Judged by the density of deatrrs. 

H ~ ~ v H ,  ti)* number o+ growers participating in the akct ions  hsve 

been steadily declintng over time and so also .the quantity af 

tobacco transacted. The prices in Karnataka auctran appear to be 

more variable: the co-ef f i c i en t  of variaticsn norics a u t  to almost 

34 porcmt as compared to only abaut 25 percent i n  the case of 

W, Finally, the dl.Ftarencs botwesrr the  hranarst b i d  and the 

average bid has also increased over % i m ~ t .  



Table  14  

a7t7Ni3flt?-..$jf ..th9- ~ ~ u s ~ . ~ Q D - ~ Y ~ ~ E ~ ~ ~ D . - ~ @ ~ B & ~ ~  -------- .-----------.- -----.-.-.-...-*----.------------------------------ 
P a r t i ~ u t . ~ . r s  1 '?a3 LVe4 1987 1988 t9W 
-----.- - ..-- --.-*..--.--. ..I.-.--.-------- ....- --,-------.-------------.------- 
I .  No. - ~ f  auctian 

ylat-tarns 3 €3 7 7 i 

------------- ---.------...--.---- -- - -. .---.-.-.-.------.---.-- --------I-- 

~ o t a s :  : Fiqurez.; i f r  bi-a~b;4ts i r d l ~ a t e  t h ~  highest bid 
during egch year. 

klc? nn3w =ampare the prices oblainrcl in the two auct ima 

Whilr u r t d e r t ~ w ~ n g  sr;ch a compdclson, a 3umbst- a!: p o i n t s  w i l l  haw 

ta be borne in miiid. Fi rs t  cincs the Karnatabca auctions a r c  

conducted eai-l ier thsr! t h a  uns In AP, the prices obtained in tlw 

KarnatizHa a u ~ t ~ a r : ~  f o r  i! speci Fic perii ij  ~ ' a y  ' t ' *ill have t o  b 

cow.s.rec~ ~ ! i k ; ?  arises, o5tsrincd in CIF' auction +or the subsequd 



wfod, i.8. t+l. To illustrate, the Karnataka auction prices 

f r  the year 1984 rhuuld be compared with the AP auction prices 

hr 1965 and so ocl. Second, t h e  entire quantity of  tobacco grown 

i n  Karnataka can+ arms to the liqht soi 1 grades and so it shoulr-l 

be cornpared only w i t h  .the average price! obtained for p i a n t  

psition grades (which are essentially liqht soii' tobacco) in 

A,$. a~ctims. See Tabla 15. 

Table 15 

Pfkssl,,in. K~.r:nal3;1k.~~4u.~ti~or\s. ~ ~ ~ ~ . s ~ ~ ~ ~ Y ~ ~ ~ A z ? ~ ~ . ~ , R . ~ ~ u c ~ : A c ! ~ ? . s  -----------.-.--.-----------.----------------------------.-------- 
Ywr Karnataka Ctndhra Pradesh 

auctions duct i ens 
-----------------------.------.------------------------- ------ 

Note: Figures in brackets indic+.te the weighted average ~rice 
for all wades. 

Scarce: Table 13 and 14. 

While the level  of prices in the two situations vary 

cor~siderably for most years  t h e e  is r ? ~  real correlation between 

the direction o+ movement of the t i t n f ?  series implying the low 

levol of integratiw~ between the two. The precise reasons as t o  

cJhv it is not is beyond t h e  scope of our present exercise?. 

So far our discussior\lj have centred only m one aspect of 

the nature and form of government intervention i n  the tobacco 



market ,  v i z . ,  the requiatran o* the physical process of 

marketing. Ye naw discuss t h e  cuntrols on tobacco prices. 

Dm Cpn-tr_o.l s...@n. Ts?bac;_i;~.- ?~LCE.E.-  and_,t.h-e-Tr.ad.ez:.s-. .ria.r.(a i !r 

The cja\/crr?mcnt has been r q u l  s t i n g  not only the domestir- 

prices but alse the p r i ~ e ~  +t which exports arc ef +scted. ' In 

fac t ,  the restri r-titr?c, on export Drices preceded th;: ones On 

dcsntsstic orices. Tliase repul ations have manifested themselves in 

thri, +arm OF: (a) Minimum Export P r i c e s  iMEP): and (b) Minimum 

Support Pr ices !PEP) . The MEP ! l e i  beer! 13 C K ~  stence dl nce 19&Zr 

wllile tne MSP has bkan i n t r o d u c e d  along w i t h  the  ~l;~tn~nencumer,t of 

auctlons I h  1984-85. The :qEP is f i x e d  by t,he i ~ b a ~ c ~  Boara and 

announced by the qobernrnertt. In additl-an to these t k ~  statutory 

prices. as seen  above, there is z lse  ? t ~  v~l~ . , r i+?r  i Minimum 

Guaranteed F r i i e  iP;GF) olncg i793-901 In adbi .c ian  to thesm, 

there 15 the actual auction pr ace .:he &ctue.l unit  value of 

e x ~ o r t s .  There &re thus t i u e  dif/er~nt kinds of pt-ices i n  t h e  

a t .  Thr 5 s t f ~ ~ c t ~ l r e  of FCV !:ar>iiccu C I . L C ~ S  1% mapped out i n  

the f a l l w i n q  tablo a 1 I ; i i ~ ~ . ~ t h e r ~  are a iarge number 

oC qradew Call i n  a l l  about eic,hC-v Qrdbr5 st :L:I+ w ~ d u c t i o n  level 

ana almast one hundred and t h i r t y  qraLes at <he export level) we 

have seiected a rcp!*cser?ta4,ive 4!-+.dclu at  t h e  ~ r a d u c t l o n  and export 

levals.  These are F3 wade at the auction Zsvel and its 

equi \ a1 gn'i exisart arade, nante'z :J  Li4'fP.-SS. 



Tabla I 6  

3?:v..l-!ct~!:.c:3f. .l':CV .I ub.a.cc~-. P.r....qes. 
tHs Per Kg) 

e - - - L - L - - - - - - - - . - . . . - - - l - - L - . . - - . . . - - .  --- -.-.-.--.-----.--ll---------------. 

Yw E i  rt i !?IL!~ i'l i n i rnc1.m Gur t i 0 1 . r  M i  n z murn Actual  
S u ~ p o r t  {S~tsranteed Price Eepor t Uni t  value 
Frice P'r-. i ce P r i c e  of Enports 
(MSP (MGF') tkP) ZMEP) (C1UE) 

..--------.-.--I- ...-.a .-.---.-------------I-------------------------- 
Gvacfo: F.: Grade? LEY2-RS 

LC--------.--- -.-. -.-. .- .-I -. --.*--...--.--...--------------------------------- 

We: F-iqilre~ i i i  b r s s ; : ~ t s  indicate the HGF' for Southern L i g h t  
5si 1s. 

Swrce: 1. r .  . . d . r . . e .  Tobacco Board. 
r0334-S5 and suhszquent i s ~ , u e s  

C 

L. ~ ' ~ ~ ! ~ ~ - L ~ . , ~ ~ . ~ ~ . C ; I , ~ ~ I - ~ ~ . B ~ ~ L S I ~ L ~ ~ ~ , , ~ ~ E ~ ~ ~ L ~ . F ~ E L .  Tobacco 
U~7;~r-d) : N i m e ~ ) ; ,  L9?84). 

3. Di t e.?ctorata of Marketing and f nspection, Guntur. 

The +ollown? aalietc-l g a i n l s  emerge from the abava table, 

(a1 Tner e i e a t i s ~ i u t e l u  no car-respondcrnce between the M i  nimuirc 

S u ~ p o r t  Price and t h s  actual auction prices. In fact  in 

138'i, t h e  &.ctuill auction prices are even Lower than the 

farmer, which goes against t h e  basic  rationale o+ a +Loor 

price. In t a c t ,  p r i c e  support operations b y  at least three 

aqenci2s. V I Z . ,  the rubacco Board, the State T t - s G i w  

Corporaki o n .  t r w  A. F'. 7 obacco Growers Co-operative Uni an, 

the actual prices roa:ised are even lower than the MSP; 

(b) This raises t h e  important question about ths level ,o+ NSP 

f ixed  by  t h ~  gawernmsnt. The view has been oxpre5sed in t h s  

trade circles that toe MSP is deliberntelv kept low, 



infrequent1 y r-evi  sed to  reve en!: any mear~inqf ui market 

suppartop(lratioi?s. I n t a c t ,  {:his is clear'ry bovncout by 

the above an21 ysi s: 

( c )  Tilere i 5 alsc! no c o r r e s p ~ n d ~ r . ~ c e  between the actual auction 

prices and the actcral trnii. t , . i i ~ e  I_)$. E ; . I P c ~ ~ ~ . s .  'Tile view that  

one of ths p r l m r  deter.!!:~!?al', ts uS ?1!1~ s . u ~ t j ~ n  price is tnc 

exaort pr ice doe3 i 1 0 t  e~nerqe i t - i ~ m  e.n an4:vsis of the 

d i r e c t i o n  of  movttnercr ~f 4!:e !:!YO i~, ' - ices . 
( d l  The variability i n  auc. t~f in  pr-lc:?s are much rr,ora than the 

ewprrz unit \~s . lc!ws;  t!-te cir-efi lcicrrit  of  variation i n  the 

tormer is  ds hiuh &5 ZG p u r c s n t  h!\i te in the latter r t  is 

orrly Ci ~~~~~~~~~: 

(e! There is . ! ~ i i t .  amount ci* t - .  between the m i n i m u m  

expout price 2nd actrial. ;an i t  valcre ~f e x ~ o r t s .  This 

mean= tnat t h e  MEF rs fl;.:eb 4i?.irIy well, 

PI-IJS 1r1 t h i s  SectiQn, so Tar. we have seen the nature, 

process and e6f ece QC yoverrimen.c i f i t ervent ion  i n  the FCV touacia 

merC:at . 1'17~1-e are esscr,Lani!.y twa components +-a this 

in::~c-verbtion: f rrs:, wt -<he shyslcal 9r.uct.s~ E)+ rnsrketing i teelf 

and secone m TOU~CCU D ~ - L C P S .  ! 3 h i l e  these intsrvsntions have 

itnr-oub~edly r l sarucl Cite market cri a number of d i  stortion5 that  

were l n  e~i!St2fi*~e lf ha:% nat  achieved ~ t s  avowed abject~vc9.  

F i rs t  o i  i;i!.l, tnti. s u s t e m  uf. s ~ r r i a n i r ? q  have onlv  added to i h t  

edistinq conf'usiar. i 1 7  hhcl market and have also opened UP 

psssibi l i. t i e s  o f  l:.onlin~+c ah.se 0 4  grohere. Grading uelQq 

d ~ ~ e n d s n t  essent~a;  2y  ,lpon visual 1nc;pection it can  be a ~ l  ce 

s u b j e c t ~ v e .  S P C G ~ I ~ .  the ;-SFJ Ftas sh~wn itself to be  cult@ 

mnanf nyless. It5 .f+i:uros t o  stem the turbulence in the market 



Wing 1987, the extreme low levels of NSP t i t  is said that  tho 

IMP does not wen cover the paid out costs of the farmers, though 

vr)n empirical substantiation of this proposition is hard to 

rue by) and its anfrequent revlsian etc. have rendered it e 

rwnlnqlmrs instrument. 

Put on one count whore ~ ! . g n i J i  cant improvement6 have been 

~ h l a v e d  is in the area at: ef fscting prompt ~ayment o+ sale 

$roc4wdm to the f ar.tner e. 

kn important area where further ref ormcs are rrecessary is i n  

the physical conduct ot: the auctions itself. During our f ie ld-  

w#k i t  had bssn pointed out to us that some o+ the traders who 

)~rticipr;tm i n  the auction process are mwo speculators whose 

pebencm -rely exacerbates the fluctuations in auction prices. 

(k a cwallar-y of the above discuss1 m, um now analyase t n e  

hhaviour of the trader's margin during the post-auction period 

and r t t q t  to ccmpare its sire w i t h  its estimates during the 

we-ruct i on phase. 

=- mhcw &aEkBt amuxmmw'r m a n t h e k  
UcakmmU 

I t  Was Men in our tracing a+ the evolution of ths FCV 

tobacco market that a recurring theme in the literature is the 

high margins satai ned by the trade:r te~por ter .  However proper 

quu\ti+icatian of th is  margin is +':-aught with sevcra problems, 

conc~tual  as -11 as measurecnent-re lared. Clgain, the estimates 

relate t o  varying tins-poirrts. (3onaeouently, though it would 



have bee11 Ideal  t o  compare the t rader 's  margin durinq private and 

government intervent ion phasss, we are c o ~ ~ s t r a i n e d  to present our 

estimates o+ i t  during the phase of government intervention 

al one. 

A t  the outset, i t  is essential ta c l s r i q y  t h e  c o n c e p t  of 

what we mean by the trader 'stexparter 's margin. Thsre are two 

varriants of i t ,  v i z . ,  (a) Oross Margin! and (b) Net Warg~n. Thm 

former is essentially t h e  dl f farence between the actual unit 

value of exports (EP) and t h e  auction price (RP) ,  expressed as a 

percentage of  the export price. to put the above i n  symbols: 

Gross Margin (G?l) at time P e r i d  't' is 

GM, = EP, - ~ E P  x 100 

We need t o  clarify a t  least one i s s u e  here, v i z . ,  all pr ice5 

i n  the tobacco market are grade-s~acif i c .  So i n  order t o  satisfy 

the general r u l e  we have t o  'compare the like with the l i k e ' .  

For h?, , w e  take the weighted agerage p r i c e  of the two prominent 

grades, v i z  F2 and F3. Slnilarly fo r  EP, , we take the weighted 

averaCe prices of equivalent export grades l i k e  LBY and LBY (21 

The d i  f +erence between t h e  two gives us an estimate of the gross 

maroin. From the gross margin (Gfl,) we derive the Nst Margin 

(NM,) by deductina Wc varleus costs incurred by the swporteriC)~ 

T h i s  is so because after the ~ O D S C C ~  is purchased a t  the ~ ~ t c t i m  

platfarm i t  undergoes a f a i r  amount o f  value addit ion before it 

16 finally exported.. ~ h k s e  costs consist 04 ten compo~cnts. 

They ar Q charges +or (1) Tobacco Board Services (2) Buylne 

primary hand1 inq: 1.3) Insurance and in terest ;  (4) Transport at 

various stages; ( 5 )  Grading: (6) RGMARKI (71 Stripping; ( 8 )  



Wrying; ( 9 )  Packing; and (10) FOP. We have been able t o  obtain 

wr average estimate of these various components f ram Tobacco 

hard as we1 l as prominent exporters 1r-1 Guntur (the leading 

centre for Tobacco t rade )  . So final lv, 

NM, = GpI -C 

We now provide the estimates of the exporter's margin below. 

See 'fable 17. 

The prose; marain, on a17 average works out to 47 percent 

while the net margf ;; is about 24 Der  cent. The variations around 

both the margins are quite Low.  The year 1987 -88 is an exception 

when there was a sudden increase in the auction prices the 

marginb have tended to  be qrlite low. The variations i n  the 

marqin can be attributed, by and large, to  variations i n  the  

ructron prices, with the sawport p r i c e s  and the cost of exports 

remaining more or less stable during the per iod .  

n analysis  of the size of the margin tends to suggest that 

it does ref lect  same market pawsr an the part of the buyers. In  

tact, there is considerable buyer concentration i n  the sense that  

the four-firm buyer cancentrati on r a t i o s  have worked to about 66 

percent. But t h i s  needs t o  be  researched i n t o  i n  detai l  before 

me can draw f r ~ m  cancluai ans. 



fable 17 

W-ou.tar. Is-. .Ba-rain.=,E~t-&~cctii~a-.rlh~m 
--------------------..-.-.----------.--.----- ---. --.---..---.-----r~'-----.------- 
Particulars 1984.-€3'3 1983-86 1906-87 1987-88 1908-89 1989-9) ---------.-----------.--------------- ----.---.---------------------.- ------ 
1. average 

crni t value 
of Exports 25. 616 27.5'3 37 a 02 28.09 3t 33.04 . . w a  08 
EP, 
(Rs Per Kg) 

2. Costs ta the 
exportcr.(C,) 6.35 6.60 6.74 6.70 7.44 5.80 

(Rs.per Kq) 

3. Average auction 
price, OP, 13.18 14.04 10.20 18.87 17.63 46.67 
(Rs Per Kg) 

4. Gross Margin, 
GMt 48. S2 43.94 72.23 32.82 46.64 49.61 
( i n  per c e n t )  

5. Net Margin, 
NHt 23.71 24.13 34-02 8.97 24.12 25.42 

. (in per cent) 

Noter 1, These are estimated costs of e n p o r t s  and nor actual1 
incurred expenditure. 

2,  It i s  known that the tobacco that  is purchased i n  
auction su++,ers some loss in its weight while it i s  in t h  
process of being readied for  exports. T h i s  weight IWSS i 
not accounted for in our above ca~culations. But it 15 a1 
m o w n  that the stems a t c  w h i c h  ere etripped o f f  t!.,t? lea$ 7 
also s o l d .  So the f a l l  in the value of t h e  u r o d c t ~ e  as.! 
r e s u l t  of weight loss is of fse t  by the sale proceeds 4rH 
these bye-products. Consequently we do nat $nal::e a t  

adjustments Cor these on the prices. 

Sourcer 1, For average unit value of exports: R.kecf:~r%tL# 
M~.k,eti.naanCXnw.eai~n, Gunt ur . 

2. Far aver age ~ucti on pr i cer TQ&~~(;s.L,AMI&~&~ ..?3-?d~i-~t-tg~ 
~ ~ 9 ~ 1 e ~ 9 , .  T O ~ A C C O  &xwd, Bunt ur . 

Second, t h e  only way one can say whzkher the net margis-, is 

hi.gh or low is t o  convert it into a rare of return gn cap i t a l  

employed and then compared th is  ra te  o f  retur-n atth somz norm 



like the one used by .the .Bureau of  Xndustri a1 Cost5 2nd Prices 

(bIeP) t o  judge the reaeanableness or orherwise of pr ice  

rwisions effected by an i n d u ~ t r y .  Xt r s  of course di?f i c u l t  to 

compute the rate of r e t u r n  i n  practical terms as w e  do not have 

my idea orl tho working capital requiremeats of a typical  tobacco 

trader. 

So far we have been discussing the actual margin obta ined  by 

the exp~rter direc+,Ly from the trade. Ln addition t o  this the 

mpwter is entitled to a wt\ole s e r l e s  o+ d i r e c t  cash subsidies 

taajor com~onents cs+ which are Cash Cumpensat~ry Support (CCS) 

md Reolenirhment Licences (REF 1 icences) 1 and other incentives 

like income tan exnmptian and concsssional export credit. Of 

cwrsr) w i t h  the  6ecent t r s d e  oolicy reforms announced recent ly  

( in  July 1991) the cash subsidies have been reduced to REP . 
licences (to be s u b s e q u e n t l y  known as EXIM scrips) which works 

wt t o  J0 percent a+ the FOB vi..lue o+ exports. 

We will now attempt to estimate t h e  e f f e c t i v e  margin +or the 

tobacco tradsrlexpor ter . This e f fect ive  margin has two major 

components, The following eqctation spelts out the details of itt 

E+fective margin Acte~.al Net Effective Export 
as a psrcent of FOG E = I cfiargln a s  at  + lincentives as a 
value $ I percent a+ ! ?percent of FOB 

FOE value 1 I V a l  ue 

Of the r i g h t  hand side af the above equation estimates of 

the actual net narcin are provided in Table 17. So w e  have t o  



derive the o t h e r  component, v i z . ,  the e f f e c t i v e  export 

incentives. There are several aspects of t h l s  t h a t  needs further 

clarification. F i r s t  o+ a l l  w e  are o n l y  consicleclr?~ the post- 

intervent ion (i .em 1Va4-85) and pre--tt-ade reform t i  ,R. , p r i o r  to 

J u l y  1991) period. Secorrd, same of the incentives like t h e  REP 

licence fw instance which are tradeable enjoy a premium. So one 

has to d e r i v e  the e+fective value of the REP licence, which r n  

essence is the actual value times the preinium. The iol lowinq 
a 

t a b l e  derives the e f ~ e c t i v e  value of  the REP Licence. 

Cf-fec t i v-e. . . Y ~ L u ~ , o ~ ,  .f he. RE-? .'~l.i...ence -..- 4 gr: _.EG.Y-TQ~-~KO 
!as a ~ f r c e n t  oC FOB value; 

6-.---. ----.---.---- ------ -- ...---- -. .--. .- ---.--.--. --...----------- I--- em--- 

CSctual ILsti. mated Ef Tective 
Y e a r  va1u.e uf Pr e m  L unr value of the 

REP 1 icenca i aver age) REF 1 icence 
~ ~ I ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ _ ~ ~ ~ ~ ~ I ~ ~ . ~ I ~ _ ~ ~ _ ~ . _ _ ~ . _ _ ~ ~ _ _ _ _ ~ . - ~ _ _ _ _ ~ ~ ~ ~ ~ _ ~ ~ ~ ~ ~ - ~  

(1; (21 ( 3 )  ( 4 )  C2+(2x3) /I081 
..----------I --- ---- ------ ---- --.. ------- -.- ---- - -------- -- ---- ---- 

C i  the othef three major incentives like CCS, income tax 

exemption, and e>!port c r e d i t  a t  lower i n t e r e s t  ra tes ,  we consiacor 

crrlly the CCS, wh~ct l  wr?rks  out ta about 3 percent of t h e  FOB 

value; 2CS n ~ t  b e i n y  tradeable ooes f ~ o t  enjoy any premium a t  all 

and i t  11; ap~licable o n l y  to cer ta in  grades o+ tobacco +or w!lich 

the s x p a r t  p r i c e  is less than the d o m e s t i c  price.  



Ye define the u++sctive margin as & sum of actual net margin 

nl the eCfective value of the REP l irecrca. See Table 19 for the 

d f ~ t i v e  margin for a tvpical tobacco exporter fur three years, 

1117-89, 1988-89 and 19BP-9d. 

:a6 a percent of FOB value) ----------- --- --I .-.--I.... .-----I-.--.---- -----------I-----------.- 

Y e a r  Act ctal E+fect ive  Net effective 
Net margin incentives marq t n 

----------------.-..----.--re- --. ---...---- ...---.-- -----.-------------- 

The above computarions show that  the effective margin ta a 

tobactc. trader is quite h i g h  ( in  an absolute sense). The high 

p r o f i t  rates would have attracted a large number of new entrants 

intn tlre trade: This i.5 borne out bv the +act that the number of 

traders i n  both the 4W and Karnataka auctions have trnaecl to 

incresse tremndouslv (see Tables 10 and 14). But given t h ~  

hlqnly concentrated structdre of the market, the entry does not 

seem t o  have made the i n d u ~ t r y  very compet i t ive  as the actual net 

margin (with ths ewem~tion o+ 1987-88) has been virtuaily 

stagnant over the years. 

A meanrngf~tl cornoarism of the margin i n  the pre and post 

auction phases is precluded by the lack of good quality estrmates 

bt ~rrbrgin i n  tha QFO auction period. What ever eetimsces that 

UQ rvrl1eble fw the formar p e r i o d  suf+eru from serious 

nethodo~ogical inadequacies. The fragmentary evidence that  is 



avai lable  shows that the exporters margin i .  pro f i t  as r 

percent o+ sale value) ranged from 2.4 percent  i n  1958 to 6.7 

percent i n  1969 to  7.4 pevcent i n  198BSz. There is however nm 

clues as to whether these are gross or net margins. Whatever be 

i t  the margins have shown phenomenal increases i n  the post- 

auct ion  period.  

Rftw having seen the working o+ the tobacco market, w e  rtw 

turn to  the export compet i t iveness  of the product. 

4s seen  earlier FCV tobacco is mainly an export commodity 

and a Lion's share of India's exports a? unmanufactured t ~ b a C C 8  

is composed of this variety.  St-! t h i s  sdb-section we messwe the 

trend6 in export competitiveness of t h i s  rr-op. especially in the 

1m8s. We deal with twa aspects of c o m O e t i t i v e n e s ~  v i z .  , the 

~otantial as well as actual competitiveires;~ of fndian FCV tabaccr 

~ K P O ~ ~ S .  as a meaningful backgrwnd to  t h i s  d i s c u s s i o n  we begin 

w i t h  the trends i n  and direction of Indian exports. 

The t r ends  i n  FCV exparts (bath i n  quantity and vaiue i n  

terms) are presented i n  Table 20 



1r.m d.5.- - FC.V . E?: V Q ! !  !xi -Et:.c?fl-.-I v.d $.a 
----I-------.-. ..- ...------.I- .-...--... ..---------I----.-------------- 

h w  Tctal at;a;tity Value Average U n i t  Value 
( i n  m i l . l ~ o n  kg; ;l?s. in crofes) . ( i t >  Rs/kg) -- LL-"~--.L-L..-----.-.-.----...-.r.---.------- -. L-..- ...--------..)------------.- 

1 W 7  6 64.30 (84.913 85.20 (92.SY> 13. 2% 
1776-77 h7.00 (84 ,Gb)  EI7St31 <Ti .@2) 13.11 
ITR-78 62.80 i7GC SE!) '?8,F5 !89.39) 13-74 
1118-74 65.56 (33,37> L::.?, 21 (YZ. 54) 15.90 
1779-80 59. .;a {78,54) 92.z.7 (38.37) 15.98 
1 ~ - a  1 65.69 ~ D Y . S S )  r 16 ,  (~3.05) 17.69 
i ~ l - a z  97.90 (55.45) LCCS:>F (94.13) 1y.50 
1rin-8; 8 3 . 7 ~  .t-i9, 23 : L Q S . ~ ~  W L . ~ ~ I  2.3.51 
1 W-84 72.3m i75. i3 )  161.05 f89.48) 22.38 ------.-...-.--- L--.--.-.--......--..--.----- --..--...--.---------------.-----------.-- 
W n p e  78.86 Aruma7 17.43 . can 

1175/75-1983/84: --------------....--... - .I I ---  --.------- ".-...+---.------I......------------------ 

194-0s 58.20 ( ;'7,'-.?1) lSr.?L 57 - {GU. 41 ) 23.98 
1m-86 SB. t D  \ iJU. 57) . 12h,B? (30. Wbl 24.93 
1986-67 51.70 i77.3rj) L--:I, SO !90.83) 25.44 
1W7-ES 3ImUi3 ,&?-5@> 78.56 (91 . a1 ) 25.32 
1 ~ 8 - a ?  29.45 (7-3.;'7) ~ 1 2 ~ 7 4  taz. 1s) 2a.02 
1W-SB 35.37 ;.&a. 79 ,  112.42 (73.19) 31.50 
--L---------.--.--.r-. -..-.--rr.---.l.--.--.."------------------------------ 

kr sg* 42,73 1Lia7Q 26.53 
(/904/85 - 
IW?/W) 
I-----------..-----. ---- --------.------------------------------- 
Nitrsi a t  % 2; i- lgirrr.5 in brackets ind ica te  percentage share 

of FCV ~ e p o r t s  in quant i ty  and value o+ total exports 
( ie. ,  FCV + noir FCV) Warn t h e  country. 

Swcer k~?n~iht...Cidcn;i~~.%~eAi _v.e,,.J?enw-t%, , Tobacco Ebard. 1984-83 
and subsequent i s s ~ ~ s .  

The fallowing salient p o i n t s  emerge from the above Table 

(a) There have been considerable variability in the quantum am! 

value 04 FCJ tobacco exyorti;, In  Cact with cluctuatiuns t h e  

quantity of e ~ p o r t s  have aecalwat+d avertime. Qn t h s  

contrary the value oC expcrts,  tho~tyh i.f showing an 

increasing trend f o r  some t i m e  has vr rtua?.. ly stagnated; 

b As a corollorr af t h e  abovs, the aver.aqe unit \ralue of 

m x p a r t s  have increased consi derabl  yo t .ne compound average 

annual growth faate works auk to almost per r r n t  during the 



peri  od under ccrnsi derat i ai.1 i artcl 

( c )  The share trf FCV tobacco exports, both i n  q u a n t i t y  and la 

va l  uv terms, in the total ctnmanuf actured tobacco expwtr 

from the country has a18a come down overtime. 

The o irec t ion  of Inirian FCV tobacco b x ~ o r t s  are presented 1~ 

Tabla 21. 

Table 22 

- - - 

1. United Ginqdom 78.C31 26.86 
2.  USSR 6. L5 28.76 
3. E Q Y V ~  1 ST 3.27 
4. D t h a r  Western 

European Countr L cls 4.137 12.13 
3. Sauth and Sou.tP 

East k s i  a Z. 72 10.04 
6. athers 4,70 16.94 --------------------- ".--.-.---...---.".---.I-I-."I-.--.-----I--L----C 

Tots1 t 1041.00 100.00 
- - - - - r - - - - .L I - - - - - - - . - - - - - - - - - - - - . - - - - - - - - - I - . - - - - - - - . - -C - - - .L - - - - - - - - - - - - - - .  

Sourcet 1 Indian. lobc~;3_ Set &i 55-i Di rec t a r  a.t e of TobocC. 
D e v s l  apment , Minis try  of Agr i cctl ture 
I r r i q a t ~ o n ,  Madras, 1975. 

2 8-ficlu-41, ---fi~.i-lLt~tr,eti.yg,-b.wt., Tobacco Board, 
Min i s try  a6 Commerce, Guntur, 1988-89. 

The direction of FCV exports have undergarre majw changes- 

USSR has now emerged as an important market + . ~ r  Indian tobaccm 

whi l e  the share of India an the major market, ,-IK ha.5 come down 

very  much ovsr t imz! .  ?he reasons as to why the share of I n d i a  i n  

the UK ffcarket has come down cholkld oe t raced tc  i t s  compctiti VB 

posi t i a n  vis-a-vis tobacco From othpr cornpetant) countr ies.  We 

an&l yse the competitiveness of Indian tobr?.cco export r .  There 

two dimensions of competitiveness thet w e  consiorrr first, t h e  



pmtent i a1 cc-mpct i t i ueness of Indi sn tobacco exports and second, 

its actual rampet i ti veness. WP measure potanti a1 competitiveness 

in terms o+ estimates of rates o+ pro tec t i on  on tobacco output 

(both Nominal and Ef fectiva) and the actual competitiveness is 

mas~tred in terms o+ a number o+ indices. 'like the p r i ce  commanded 

by Indian tobacco i n  the UK (which is one of the major markets 

for FCV Tobacco i n  the world) and trends i n  India's share i n  ths 

m t l d  FCV tobacco trade. We begin w i t h  the rates; o f  protecticsn 

en tobacco output. 

(A) Rates & Protection on Tobacco m u t  and Pa- 

c Q ! m e . . r ~  

There are two measures of pro tec t i on  that we analyse here,' 

namely thr? Nominal P r o t e c t i o n  co-ef f rc isnt  (NPC) and the 

Effective Protection Co-efbicient (EFC). We f i r s t  spell out the 

~ n e t h d ~ l o g i  ral aspect's of cornputi np these measures and thereaqtw 

presents the empirical  resul tr. 

nlt,-*tt?_sds.l9~~- 

The NPC to tobacco outpclt is defined as the ratio of 

domestic price 04 t h a t  cctmtncldit,~ to its world reference price. 

The i m p l i c i t  assumptim here is the fact that the commodity under 

questinn is f ree ly  traded so that by eompartnp the prices the 

producer of that commodity i s  actually receiving to the price he 

would have received under free trade c o n d i t i o n s ,  would indicate a 

measure of p r o t e c t ~ o n  to 11;. 'fn symbols: 

NPC, = p b , / e ,  ., ............ (1, 

Where, 



NPCT = Nomi nal  P r o t e c t i  on Co-ef f i c i  c n t  On Tobacco 

mtput ;  

P*, = Domestic price of Tobacco; znd 

PrT  = World reference pr ice  of 'Tobacco. 

Thus, nominal protection is a measure of the ex tent  t o  which 

the price o+ a product is raised or lowered by incentivcs or i n  

other words,  i t  1s concw.ned with the impact of incentives On 

product prices. 

The E f f e c t i v e  Protect ion Co-ef f i c l e n t  on t h e  contrary taker 

t h e  a n a l y s i s  a step further by attempting to measure the impact 

of i n c e n t i v e s  on the value adding process 04 production by t a k l n a  

i n t o  account +,he i n c e n t i v e 3  to  t h e  outputs m d  to the 

intermediate i n p u t s  o+ the a c t i v i t i e s .  

Empirically speaking €PC is def ined  aa thm r a t i o  0; value 

added o+ the i t h  output at d o m e s t i c  prices to its w w l d  re+ercnce 

price. To put t h i s  i n  svfibols 

EPC' Vfi ' ' , /~Ra . . . m . m . . a m a . m m . . . . r m . m . . . m t 2 ~  

Where, 

VCI", r Value added of t h e  i t h  output at domest~c re? i-cf+S; 

V R r ,  = Value added of the i t h  output at reference 3.-1 c- 

(adjusted for i n t e r n a l  t ra t , spor  L ana hand1 in9 

e x p e n s e s ,  as also ' +or market &ng a?rd di5tr ibcxt i .n  

margins). 



There ara sever.-a1 c o m p u t d t i ~ ~ a l  aspects of  (2) which needs 

to  be s p e l t  aut in clear terms. First, value added here is 

&fin& as the value of output a t  domestic/refwence prices minus 

nly the traded inputs. So i t  is at variance w i t h  the normal 

National Accounts definition which measures value added as the 

lifiwence betwaen sa l e s  value of output crnd a l l  purchased 

IMU~S,  which can be both traded as well untraded. Second, v a l c ! ~  

added i n  domestic prices t ime.,  V4") is estimated from observed 

wtual values of  output and inputs of domestic activities. 

Third, value added in reference prlccrs ( a  . e m ,  VFIr i s  imputed by 

deflating the values of output and inputs  i n  domestic prices by 

ntimates of nominal protection to these. Thus, value added in 

r8frrorrco process 1s a national one rather them red1 &ggr@Uate. 

Incorporating these three propositions into 2 w e  hsve 

EPC, = - T r  w . . . m . . . . . . . . w . ( 3 )  

P,=' - Tf /WQ- NW,= 

mwo, 

EPC, = ESCective Protectiorr Co-ef4icient of the Output 

(Tobarccr) 

p, a Domestic p r i c e  of output 

71 = Value o S  tradeable inputs measctrcrd i n  domestic 

pr i ce5 

NPC, = Nominal protection co-ef f icient of the  output 

WC,' = Nominal protect ion ro-ef ficient of the tradeable 

' input. 

Since FCV tobacco i s  an export commodity i t  should be 

w~tioned that  both these measures are computed under the 

exportable hypotheel em 



Xn the above de have spelt out i n  some detail the m e t h o d  of 

computing the two measures of protection. Ik is now essential te 

elucidate on the operational aspects of the  above concepts. 

We consider tho variants of the domestic price .of tabacrm 

v i t .  P*, and PDT. Whilethe former is the weighted average price 

of all grades, the latter PDT is the weighted average p r i c e 5  G{ 

specific farm grades, F2 and F3 which together account fw about 

50 percent of a1 l farm graders auctioned. Simi la r ly ,  we' have t w m  

variants  of the re-icrsncc prices, P', and PRT. The +armer r e f e r s  

to the weighted average uni t  value o$ exports of a1 1 grades whils 

the la t te r  refers to the weighted average uni t  value of enports 

of two specific f a r m  grades LBY and LBY (2) which are equivalent 

te! the grades F2 and F3 respsct5vely at the auct ion  l e v e l .  These 

uni t  value. of expar ts  are adjusted f - ~ r  transport and marketinq 

costs. 

In short , .  

Pa, Weighted average prices 0.; a1 l gradr6 at: thm 

auction; 

PD, =bkighted average prices of farm grades F2 and . F3 

at tire auction, 

- P'r - Weighted average wit  value of exports of all 

grades ( f  a b )  at ~akinada/~adreps port mi nu1 

1 ntwnnl transport and mar kmtinq cowtr 

including distribution margins from Gunt-uf t a  

KakinadaIMadras. 



P*, =Weinhted ir.verage . , n i t  vwlue of exports of grades 

LBY and LBY (2) (Cob) a t  Kak~nacla/Madras por ts  

minus the above charges. 

W i l e  pd, 15 available +or CIrtdlira F'radesh and Karnataka 

wparotcly and for  various agro--climatic regicins within FIP. On 

tk contrary P'T, F'D, and f , s r c  ~ . v a i  lab2e only for- CIP. Both 

V ,  and PR, have Gcrntur 25 t h e  feFe~once polnt because though 

tobacco i s  purchased from various in te r io r  points,  it is f i n a l l y  

udeready for ew~nrts from Gcrcrrur. I n  any case almost all the 

nju expor ters  arc I~eaduuarter~d i n  Guntur. 

We now 9 ~ ~ 1 1  out the rrmflirical steps involved i n  the  

:omputation of Ef +ecti ve F t - o t r c t i ~ n  C t - e f  + i c i e n t s  (EPCs) . 

The f i r s t  stel;, ~ n v o l  ved i r i  the .=omputation of €PC% is to 

derivethe value aduet) (up t h e  numerator of equation (3)). For 

th~s, as noted abmle, one has tu 3ubrtract the value of tradeable 

inputs from the dotfiestic price U+ tobdcco. This  would g i v e  us 

the value added rn  domestic prlcas.  The data on tradeable inputs 

have been obtei  nerJ f rtlm the ~?omprehensi ve Cost Of  Cul t i  vat f  on 

Surveys of  FCV Tobacco ronaucted by the  Ministry of FS~r icu l ture  

and reproduced by the Directora.ce of Tobacco ~evelopment'.  . I n  

wder to  understand which of the  tradeable inputs a r e  important, 

wa present below the s t ructure  of  cost of c u l t i v a t i o n  of FCV 

Tobacco i n  A?. See Tab1 G 22. 



Table 22 

S%ru~-W.e-.~+ -... Gs!sk. ~f -GLG-K.LYS~S QQ . .M....EW--TPMSQ 
(Average for 1981-84 i n  percant) -------.------------- -------------.------- --------.------------- 

Particulars Share o+ Cost i n  percent 

O f  whichr - 
I *  L?~Qw. 

a. Human 
b. Bullock 
c. Machine 

2. U&t-e!&al?. 
a. Seed 
b. Fertiliner 
c. Instacticids 

3. A~ci.w.kL~o..-Gbar.~ec 
4 r&.i m.-m st 

a. Material 
tr. labour 

3. .Jn.~r.~a.l;,o~W~t: km~.  ..Cw-i.Q,1 
0. Fixed Cost 

(ir+b+c) 
a. Rental 
b. Interest 
c. Deprec~atim 

- - - .. ~ ~- 

Total Cost 100.00 
--LII---------.---~--.LIIIII----------.-----------L-'------ 

Note: 1. The total may not add upta exactly I 0 0  due t* 
approxtmation at a number of stages. 

2. See Rnnexw-e 4 for actual c ~ s t  of producticn 

Scurce: T ~ - ~ G C ~ ~ . - L D ~ L _ ~ ~ Y C ~ ~ ~ Q D ~ ~ . ~ . ~ ~ ,  Directorate 
of Tobacco Dave1opment. Min is t ry  of CSgricu..lture, 
Madras, 1989. 

From Table 22 i t  is clear that  the three must irrtpar*-ant 

tradeable inputs arm seed, f e r t i  liter and the mater 4al wi-tich iS 

isad for curing. namely coal. 06 these three, the  ~ a r t i c u l ~  

variety of coal (grade b produced by .Singarmi Cof 1 ieries i n  th@ 

state o+ C)?) is nut traded international2 y and, th#e*o~-e, does 

not have a reference price. We thmrefwe, restrict our artaiysir 

to the tradeable inputs, namely seedlings and fertilizer. 



Having spel t out, i n  some deLai 1 the various aspects af the 

iate,,we present beiaw the results. 

I n  ordar t o  derive the NPCs, we eirst derive the reference 

prices (v iz .  , PI; and PI+ ) . 4s mentioned earlier t h i s  1s 

l t r i n e d  by adjusting the u n i t  value of  anporte for  the various 

cnts and transportation charpear, We have been able ta obte in  an 

average estimate of the v a r i  ous costs throtrgh d i  sc~~rjsi on5 with 

rfficials; of the Tobacco Baard, and .the leading axportr3rs a t  

hntuf, These estimates were used earlier in Soctian 1 t o  derive 

the trader's margin. 

Table 23 
@YwZQB,E%.W-~-~QB~,~ , g ~ $ j  ?Q. - 2 f 1 ~ , ,  19.8.0.5 

(Frarn Guntur to NaduastFalzlnada) 
------..LIILIu-- ...-.-- ----. -------...-------.L- 

Particulars Cost as a percent a+ Fab price 
-------LIL----~--------cC-CC--.--.----. ---.--.-------------------- 

1. Tobacco Board Service charges3 0.48 
2. Buving and primary handling charges 1.iZtQ 
J. Insurance and interoat charges 3.60 
4, Transport at various stages r -20 ,  
5, Grading charpes 1.65 
C. Aqmark charges f5.20 
7, Stripping charges 3.09 
8, Redrying charges 2.4@ 
9,  Parking charges 8.08 
10.FOB charges 3.0Q 
--------m-----L. -----. .I.-----. . I......~--....-L---.-."-.- --I.-------------------- 

Total 20.4Ej 
rr..---.lrcrrrr.l-~--L- ---a+. ...r-.-.r...---.rl...I...... rrr-.--r---------mod------- 

NOL63: 1. 130th these ports r (re equidis+:a?t from G~tntur at about 
300 kms. 

2. These charger - 1 rfr~ce the introduction of 
auctima, i . e m ,  r.incc 1384-83. 

Sourcer A?; mentioned i n  t h  ri t e n t .  

(Jo are essentially cot muti l lg  two sets a+ NPCs: the 4irst 

wries based on pa" and F' .ancl the szcond series based on PDT 



andFR,. While w i t h  t , h e + i r s t  s e c i e s w e  havebeen able to 

compute l4FCs far AF end Kariiat::va as well as for' the various 

Tobaccc! qrowing regia!?s ~ i . t h l n  A , ? ,  wit?\ the lat ter  series w t  

have estimates O F  NPCs on1 y +or AF. 

NPCs based an thr-% sirst pr:.ca s5ries (Pa, and P ,I 

The state-wise NFCs have been worked out under the 

hypothesis t h a t  FCV twbaccu 1s an exportable. The resul t s  are 

presented  i n  Tsble 24. 

a e - c  - 1 _ ~ b a ~ ~ ~ ~ u 3 p u t  : First,S-Wi86 
It!upotk.esi,. Toracco 4s E x p o r t a b l e 3  

-------------------__----..-----------.--.------_--------------------------.--------- 
State  i381-82 !792-3: lQQ3-94 1984-05 3385-06 1966-87 1987-00 

-- - - -  - - - - - - - - - - - - - - 

Andhra Pra6esh 9.88 C. 6C '6 ,54 6.90 8.69 0.44 8.87 a 
:8 ,32)  (F. P4; (8.88) (0.841 tQ.831 ;0.S91 lE .82 )  

Karnataka  a. 64 a .  4 9  8 .59  0.63 8.64 0.55 1,  l b  
tC.0f!j (3 .86;  (@. i i )  0 . 6  (9.171 (0.11 } i 3 .  la!  

He1 g h t e d  Avcraqe 0 . 7 9  0.59 8.6: F.59 0.68 8.45 8. $2 
- - - - - - - . - - - - I - . - - ~ - - - - - - _ . . - - - - - - - - _ - _ _ - - _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ - _ _ _ _ - - - - ~ - ~ - - - - - - - - -  

note: Fiqures irt  t r s c k c t s  indicate v a l u e  weights  

Source: !. For .Refetefice P r i i e l  hnnexure S 
2. For Value %eights:  Annexure 6 

3,  For bomestic Price8 Annewure 7. 

The growerr; in both  t h e  states r e  d i s p r o t e c t e d  all  through 

the years with the snLe e s c e p t i o n  of Karnataka for t h e  yea?' 1987- 

88. The degree of disprotection has remained marc or loss 2.t the 

Same rate 'pre and past attction at ak~out (-) 32 p e r c e n t .  Tbtt?ra is 

a l so  no major difqerance i t r  the d ~ q r e e  of disopratcc: ion Q.o the 

growers i n  both the states. With :ha r e l a t i v e  ~ ~ p w a r d  rlovamt?nt i n  



VH domestic prices there has been reduction i n  the degree of 

I t ~ o t t c t i o n  since 1987-88. 

The intra-state var ia t icns i n  NPCs are analysed now. Since 

tha regronal variat ions are m~aningC.ul only in the context of CIP, 

9 r e s t r i c t  our arlalvsis  t o  that  state. Second the lntra-state 

vices are avai lable  only since the introduction of auctions in 

1W-85, and so the a n a l y s i s  i s  res t r ic ted  t o  p o s t  1984-@5 

pr iad .  See Table 25. 

L w .  - . a  . . r Q t  I .  . . t o  FCV T P ~  dcc-0 : 
F-i-rst. ,Ber,LEs. 

(Andhra Pradesh) 
(Hywakhesis: Tobacco As Exportable)  

-I---------.---- ------.------------------------------------------ 
w o n  1984-85 1985-86 1986-87 1987-88 1988-69 
------------.---.----- -------------------------------------------- 
N#thsrn Light 
kil (GP) 0.74 0.81 0.57 8-93 am 5'4 

(0.11) (0.18) (0.13) (0.22) (0.16) 

Southern Light 
Soil \bP) G.  6Q) 8-65 8.42 0.84 0.78 

( 8 . 2 2 )  (0 .  IS) ( Q m  13) (0.20) (0 .22)  

Black Cotton 
soil ( w )  8.35 0. bb 0.4i 0.86 0.78 

(0.671 (0.67)  (0.70) (0.Sl3) (8.62)  
- - - -  - -  - 

3 Regions Combined 0.58 0.69 0.44 0.08 0.B1 
-----------------------.----------).---------------------..--- 
Nate: Figures i n  brackets indicate  the value weighcs which i s  

bastralAv the share o+ each r e ~ i a n  i n  the total t ~ b a c c o  
transacted multiplies by the reference price. 

This once npai n con+ i r m s  the state-wi se pat tern  observed 

earlier, namely that the growers i n  al l  the three regions are 

diwrotectcd. There i s  of coc!rse s ign i f icant  dif+erence?s i n  the 

rate of disprotection between ' Northern Light Sol 1 ' ?NLS) 



v 

region and t h e  at-her two Q T h i s  as seen earlier : i n  

Section I that  NLS region Ls one of t h e  most efficient ragions 

f a r  FCV production and, therefare, the quality of tobacco 

produced by the growers is much superior to the other tuo regions 
\ 

which finally 4atclier; far them a hipher pr ice .  On the cont rary ,  

there is vary 1ittl.e di+f'er-ance between the NpCs of the other t w m  

regions .  The two exer.cise.; show u.s that  i:he FCV growers -arc 

dispratected t h ~ u g h  f,hh~e has been soma f a l l  in t h e  rate .o'f 

disprotection s i n c e  Late 198ns. We now estimate the WC on the 

b a s i s  of  the second series t v i z .  pD, and P@ ) 

NPCs based on the second price series 

Tab le  26 

?!!n_al~~U-ajmC ~ e . ! e i ~ . W U f L o _ b ~ f l . W . ~ t  : 
SeundSeW 

[Hypothesis: Tobacco As Expor tab le ]  
-----------------..-"---"-----------------------------------------.---------- 
Price  U n i t  1984--85 1905-86 1986-87 1987-80 1988-83 1989-98 
----------.---------------------------------------------------------------- 
Domestic 
Price, Pb, Rs/quintal 1310 1485 1058 1806 1763 1667 

Transport 
and other 
charges n 665.68 726. 78 962.52 730, 34 458.30 860.08 

Reference 
Price,PR, D 1094.40 2068.38 2739.38 2078.66 2549.  d 2  2447.92 

NPCt ( 2  3)  8 - 7 8  @ a 6 8  0.39 9 - 9 1  8.62 8.68 
(0.58) ( 8 . 6 9 )  (8 .44)  (8,871 (%.81) - 

0 -"--------------_-----------------"---------------------------------------- 
Source: 1 Domestic P r i c e  , . Annexure 9 ( a )  

2 Re+erenre Price .. Annexure 9 ( b )  

Noter  Figurss i n  b r a c k e t s  indicate the  equivalent NPCs accord ing  t o  the f i r s t  
series. See the l a s t  row o f  Table 25, 

Whi le the NFCs based on both the series hevc moved more 

1 ~ 5 5  in the same direction. Excepting fo r  L?i-3.4-S3 and 1988-87, 

the differences i n  the maqni tude of NFCs are quite small. This 



further confirms an ear.lirv f inding that the tobacco far-mars have 

becn disprotected all through the years of ' government 

intervention and also that  it is quite catrcpetiti vc, ( p o t e n t i a l  ) . 

i ve  Protectio-0 Co - &f icie~ts an T o b a ~ c z  

EPCs as; noted  befcwc is a batter measure af pratsckion, ' (or 

cmrnpietitivenes;~) as i t  captctrec the bnkentives not only  on  t h e  

final product  but a l so  on the inp~tkb as we1 I .  O f  course we 

clnrjider only the tradeable inputs, i . e .  those inputs for which 

there is a clear and ur?atnbiguuus wor ld  . reference price 'which is 

also . tangible. The input atruchre  a+ FCV tobacco i s  clecarly 

mapped out i n  Table 22 above. A perusal. of. t h e  Table shows that 

thr threta significant tradeable i n p u t s  ai-F seedlings, fertilizer 

and the curing ~naterial .  (v j .2 . ,  coal). These three inputs 

tarpether account fo r  about, 40 per cent of the total cost of 

production n$ FCV twbacco. hrnonq t h e  three material inputs, ' the 

curing materiel 6~hic.h is 3 specific grade of  coal ( v i z . ,  grade D) 

prod~ked by t h e  state-owned Sinqareni Call ieries - is not t r a d e d  

internatianal l y .  Hcfrce we treat t t alang w i t h  the nan-tradenble 

inarlts. 7'tliri leaves us with on1 y t.wo t r a d e a b l e  inputs, : r i z . ,  

seedlings and f er'ci l fzer.  C ~ i n c s  seedlings are ance again not 

traded international ly , we sort  nf apprmi~nate  i t  with the NPCs 

m output prices'". For +er"clizer we campute the NFCs an the 

usual manner bv comparing domestic with intmrnatiancat rafsrancc 

pr i CBS' . 

We had already seen above t h a t  EPCs are computed by taking 

the ratio of value added at damestic prices tn  the value added in 

wmrld prices. VI~LI(I added in domestic prices.are d e r i v e d  by 

e7 
d.2 



subtracting from the output pr ices ,  the value of tradeable inputs 

(in this case seedlings and f e v t i i i m e r ) .  On the contrarf the 

value added rn w w l d  p r i c e s  is derived i n d i r e c t l y  tsee the 

denominator of equation i3)  3 by def la t ing the prooucc 6nd 

tradeable input pr ices w i t h  t h e i r  respective NPCs. Theretor e, we 

reouire  the NPCs of all tradeaols inputs and in our c i se  t h i s  

include only seedlings and fertilizer. These have been h ~ r k e d  

out and presented i n  Table 27. 

Table 27 

~mina.L.-P,?r_ote~tf nn, ~--~_+.C:I.c~Le~r!.t~~..C!rl\~R lJ..-I~aCle-4?!-%. -1 7l wts. 
CHyputhesi 5:  Tobacco As Et:@ortabl PI ------------------------ ------- ---- -------------------------.--.---- 

Year seeds' ~ortilizer' i 7,-aiJeab 1 e 
f nputs3 --- ------------------I----.-------.----- -.-.-- I----".------------.-- - ---.--- 
1981-82 . 0.79 0.i32 0.90 

1987-88 0.92 8.30 IF.9: 

1988-89 0.81 23.90 @. 86 
----I---- ----. ---- --.-------..------..--- ----- ------- --- - - - . .  . ------I 
Notes: 1 Ws menti bned ire the t e x t  t h e  NFCs on seade hkve been 

approximated t o  the NPCs on output. 
2 These are taker? f r u m ,  &.lati , Hans013 and Furre11 

(1990) , D. 100. 
3 These are weighted averhges usiirlg value weiqhts. 

The NPCs on tradeable inputs, though lower than eanity al l  through 

the years have been higher tharl the NPZs ofi Tobacco output. 

We are now in a gasiti 'an t o  compute the EPCs on output. 

These have been computed using tlte two series of oomstlc end 

reference p P i  ces. These are presented in Tables 2a and 29 



mprct 1 vel y . 

Table 28 

Ef f~r~vs,fr~Wc,tctcc~@~ C.p-sf3 .&c l n r  s ,w. R?!!~C=~,O- .Oat ~.y_t -  JflW- 
( F i r s t  Surree) 

CHypathesist Tobacco As Expor table3 ----..--.--- ----.--------- .---.-- -.....-...- .-.-.-.I ...--I- r ..-.-- ---.------- 

Putic~lars  1981-92 f.9F32.433 1983-84 19Cl6-87 1997-88 --- ---- L ------" .---.---. * --.------.----- --- . - - - - - -I  - --.-------- ------ 
1, Domestic Price 

o+ Tobacco Output 
(f'.j-~c/~uintal 1152.alE lCT6.00 lOJ7.00 817.aL) 1624.00 

2, Value of tradeabl t 
inouts (TI, 
(Rs/~uintal) 187. P3 1 X . 5 4  103.7: 2 9 1 . P S  262.63 

3, Value added in 
domest l c g r  i ces 
(1-21 -(Rs/qu~ntal) 904.20 YG?2.46 575.19 525.15 1361.37 

4, Value added i n  
iJoi-lP Price, 
!ks/quints.l) 1205.2~ 1562.93 lQ39.15 1427.63 1578.06 

5, E f ~ e c t i v e  Protc- 
c ~ i u n  Co-cf f i c i  en:: 
!,,ts; 8.8P a, 23 0.62 8.37 6.86 

-..-.--..--I---..-- I----...- ---.--.-.- ..-. --.--I-. .--.--I----------.--.----------- 

Notes: 1 fracleabis i n p ~ ! t s  ?re essartt,la11y see01 ings and 
fertilrzer. See &nn%xure-5 tor  details. 

* r T h i s  1 s  b a c z ~ c a l l y  tne denominator o+ equation (3) 

n@ EPCs acc0rdin~ to Lot11 the saries; have confirmed our earlier 

finoing tha t  the trbacio Farmer s are indeed disarotected dur r ng 

thc 19906. The EPCs are aieo iower than the NPCs primarily 

k ? . u s t  of t h e  h~ul-her NPCs or! t r a d e a b l e  inputs, thot~gh the 

difference is s ~ a i  1. i i  one #ere to use these  measures o+ 

Cro~ert im as indices iaf p o t e i ~ t i ~ l  export competitiveness of 

Indian FCv tobacrc shons that Indtan tobacco is ~ u i t e  

conocrt~tive as an exportable commodity. Wa now see t h e  trends i n  

i t s  ar,!:ual comprrti t? .veness  using a variatv of othw indices. 



Table 29 

Cf f . ~ t  i-~e.. .P I r~ tec t i . ! !~  Cg-efAi.c,Len-t--s - D!. - T Q ~ , ~ ~ s s Q - - ~ . u ~ ~ v ~ ~ . ~ ~ J . .  
i S.r.c.o-n.L 5e.r L.es3- 

CHypothesis: Tobacco &s Exportable3 -------..------------------------------------------.--------------- 
Particulars 1986-87 1987-88 ----------------------.-------.---------------------------.--------- 

I. Domestic f r ice of Tobacco 
'Jutput - PD, 
tn-/guln*rl) 1058. C30 1086.00 

2. Value of Tradeable 
inputs (T/D) 
(hs/quintal) 

3. Value added i n  
domestic prices, 4, 
(1-2) CRslquinta13 

4. Value added in world 
price VA' (Rs/qurntal) 

5. Effective Protection 
Co-efficient, FPC,, 
(3  4 )  it. 34 0.91 

(0.37) '((8.86) 
-.I------------.----.---------- --.-----.-.I- - ..-- -. ---.------.--.-a ..----------- 
Note: Figures in brackets Indicate &PC according to the f i r s t  

s e r .  i 9s 
Souccea Same as Table 28, 

Normally, a. t h i r d  measure o+ trotection is coittouted, namely 

the Effective Subsidy Co-eqficientc (ESCsl, ESCs bas1 call y 

captures tho various ancentives or: non-tradeable inputs like 

electricity, credit and water. However, wc argue that as far as 

FCV tobacca is concerned these nun-tradeable inputs are not a t  

all siqnificant. This is because only a small proportion of tho 

total area under FCV tobacto is Orown unuer irrlqnted randitionr. 

In any case irrigation charqes acccunt tar only 0.73 percent of 

total cost of production (see Tabie 2 2 ) .  Sznce irrigation is 

insignificant sc does electricity too. This leaves us w i t h  the 

only other con-tradeable input, nsnteiy, credit. During our field 

work it was observed tha t  much o$ the crdit, vlz., the working 

capital r'equirements of the FCV growers are met by the various 



and?, of non-banking firrcnciai inLermt?disrje% like t h e  village 

low1 -nay lenders etc. It w a s  not at a11 clear a s  ta  what 

s t m t  these requirements dere met by t h ~  nurnral ba.nklnq stream. 

Thm interest on workinq c a p ~ t a l ,  on an average, w r k s  out to 

omut 2 pet- cent of the cast  of production. So a msaning4ul 

ewputation of the ESCs is rendered absol ute i  y d i t f  icu!.t i n  t h i s  

caw I 

1. . f ? ~ v ~ r l d  r m  . . 
etl b ~ 3 I n  FCV E x m r t s  

The trends i n  actual rompetrt l  Jeness  a i  lnor arc FCV exports 

~ r u l d  be analysed against ti-re context. of declining market far 

FCV tobacco world over. T h i s  is due to the increasing 

cmrtiousnesti 04 t h e  deletef.iouri ef 4ert of tobacco on human 

hmolth, So the fd-ure demand +ors tobacco I S  quite uncertain. 

Xn th is  sub-sectiun we +Sr ' s t  anal yse the trends i n  actual 

cametitivcness of  Lndian Tobacc~ expcrt-s. The actual 

cmpetitivencss is measa-tree i n  t w m s  three ~ n d r c m :  t i )  share of 

Indian eiiports to  w o r l c r  axpertst ti, i trends in the unit value 

indm a+ Irtdian exports; and (1 i i )  t rends  tn the r e l a t i v e  pr ice  

oi Indian FC;) tobacco e*potts in the UK market which incidentally 

is the Larqest mar ~ c t .  +or PCV tobacco i n  the world, Thweaqtw 

m ettemot ta provide an exulanati~n, 

( i  1 . km&. 3-r!-- i.cd$-a. 5. Sha1-s - .: i!--.Nw ~,~..-EMQKU--O+--FGY 

The trends in India's share i n  world axports  are mapped out 

i n  Table 30. 



iQuant.ity i n  Million Kg) 
-----.---.---.---.-----------------...----.- -...---.------.-----.--------- 

Year T o t a l  Shwe of Share of: 
War Z lrl The TOD I n d i a  
Expo< t s  Four Exporters 

!in percent) ( i n  percent) -- ------------.---- .--...---.-.------ ---- ..----.---.-------------------- 
1960-64 
(Average) 

1970 3b7 . 40 71.00 11 . 80 
1971 405.10 46.00 12.08 
I372 475.80 '72 . P10 15.00 
1973 449.10 69 w 08 14.00 
1977 361.83 68.W 12.00 
1978 61Q.745 67 . 08 11.08 
197'3 550.50 6C1.00 11.00 
19H0 681.3P 73.00 11.08 
1991 6a4 80 72.00 13.00 
19e2 632.20 71.00 13.00 
1983 613,SQI 67.00 11.00 
1934 642.50 70.00 10.00 
1YBB 642.8Q 72.00 9.00 
1986 595. Si? 65.0@ 8. PI@ 
1987 587 8 90 70.08 9.00 
------------------.----------------LI- 

Source? Datai led cauntry-WI se share and the i r  roi stive rrnbr  
are presented i n  Clrlnexure-18. 

I n d i a  is one among t h e  top-four exporters: USA, Canrll 

( t i  1 l 1976) , Braz i 1 (since lY77) and Rhodesi a/Zimbabwc arc the 

other three producers i n  order of  ranks .  

While India exports to large number of cocrntries, there 1s 

considerable concentration i n  the direction OF her e x ~ o r t s  in tke 

sense that two countries account for. abaut two t h i r d s  c+ it6 

total sxports (viz., UK and USSR). However, the share 04 t h w  

countries have come down in the 19R0s showina thereby r 

d i v e r s i i r i c a t i o n  of I n d i a  exports. South and Soutn-East Rsia ir  



cmrgingas anew market f o r  I n d i a .  Table 31 presents t h i s  

l i v m r r i f i c a t ~ o n  i n  I n d i a n  FCV e x p o r t s .  

Table 31 

Rkmr,s-ati-n~-~f- J . ~ ~ ~ . ~ B - E I ~ Y ~ ~ ~ E s ~ o ~ . W ~ ~ - ~  -t?.~Mt 
(per cznt  snares) ........................................................................................ 

Y~ir . - -  -TrasULnaaLSleck.~L,, , 
USSR lJK Total Rest oC the warld 

-----.-....I.--- --------.---------------------------.---------------- 

bter Shares are based on e x p o r t s  i n  v d u e  terms 
Sourcet I . . - ~ ; s ~ ~ . 3 n d i . ~ . ,  var i tus I swe9 

2 Mnua.l..dmLni.s tr[:&L!e. . , W Q . Q ~ ~ .  Tobacco . F-rd 
V a r  i ous f ssues. 

In  f a c t ,  i n  both the t r a d i t i o n a l  markets I n d i a  h8r been 

Iooeing its sharg q u i t e  r a p i d l y .  CI way of quantitatively 

capturing th is  is to  a n a l y s e  the trends i n  the share o+ im~orts  

from I n d i a  i n  the  total  imports (of FCV tobacco) by USSR and UK. 

Sn Table 32. 



Table 32 
f3abU~~ Amortancel - ~ f  - JII(!A.anf-C;Y Tobecc~ -mw- 

J. .n-mKtsA-W. . !.JS.SP,a n L U K  ---------------------------------------------------------------- 
Year f?nm-SW-.'lf I ~ ~ t k , , f r . w n , - . 3 l n c ) i k i _ U ~ - W m  

In the USSR market In the UE market ------------------------------------------------------------- 
t 984 36.06 13.63 
1905 34.63 €3.63 
1966 37.28 10.72 
1987 26.80 9.31 
1988 26.26 5.  16 
1989 29 . 63 7.00 
--------------------------------.------------------------------ 
Sour cet Comprtted from Tgb-qsc-o, c ) @ ~ ~ t - ~ J y . r  G1 abal Comatodi ti as 

Intelligence Survey, N6.14, 1790, pp.26-31. 

In the USSR market, the major competitor to Indian Tobacco 

is Bulgaria and i n  the UK market i t  is Braz i l ,  Zimbabwm and US4 

and Canada. I t a l y  is elso emerging as a major supplier to the UK 

market. It should be added that  the sales t o  the USSR markat is 

an the  Minimum Export Price. I n + a c t ,  during 1980s. average unit 

value of exports +rom UK, an an average, higher than that 

realised from USSR by about 12 percent. T h i s  vitiates the 

popular hypothesis that the unit  value of ewportm irom UK is 

coneiderably higher than +torn the USSR. fnfact,  the direction 

and the extant a+ movement of  both the unit valuer are in tho 

same d i rec t ion  as indicated by the zero-order correlation co- 

eff icient between the two which  work^ out to about <+)0,92. 8.. 

Table 33. 



Table 33 

fivsEaae-Uokt,.af-,,vabe,oF: .F.Ci/ .Iobac,w - .m~~r ts .  
L.rr-rr----.--.-.------------.--..r-.--.--------r.--- ----.----------------- 
kr LIK USSR herage ~ n i t  Ratio of 

real i sat i on UIC: to 
+ram a l l  USSR 

countries Pr l  ces 

krnuel 
Rvwaye 
qawtn 
rate r f t ,  
pwceP t i 

Nokc: I F r q ~ t r e a  i n  brackets rndicate annual percentage  changes 
2 i i q u r e s  I n  b r z c k r t s  indicate the average growth r a t e  

+ r r l u d ~ n q  19G9-93 < l . e . ,  +or the per iod  1980/81 - 
1 -j89-90) 

Swrceri T.~~tr;rc.co..~n..Indi,a. Various Issues 
-1 
I- Gnnccal, . %?mi n!. 5 k . r ~  F-i-vp, , .R.qp~rt . Tabacco Board, Various 

:. S61.!86. 

The Tet;!.c; shows that  tilo dverage unit value r e a l i s a t i o n  has 

increased du.rLna the period across all the markets. But a9 

indrca~ecr a.lreadv in Table 2a above the quantity exported had 

re?isterea 3 steady dscline dur-ing the same period. (With the 

w e p t  .i. .on ~f 198; -82 and 1989-90: . 

H ~ w ~ v c r ,  expart  competrtiveness of Indian tobacco s h o u l d  be 

considered i n  r e l a t i o n  to that of India's c ~ m p e t i t o r r ' ~  i n  the 



major world market f o r  Fluecured V i rq in ia  Tobacco, v iz .  the UI( 

m&rket 'e .  See Table 34. 

~ ~ Y R ~ W J L .  m.1.t .Qf-h!~~~!l?-~f  .._T.~~-$Ics.Q J.!!!RQ!-~B-I~W &I!:-. 
.st. FL~!e- -Cur.ed.. ! St;,:i~~.=d. I.. Lea.f , To.k.a.c;c~ 

(Cif p r l c e  i n  UY pounde/kg, exclusive of duty) 
---------------------------------.--,---- ----------------- ---------- 
Vear/Country I n d i a  US4 Brazi 1 Zi mbabw 
----.-------------------- -----... -...- -- -----------_----_____ -----me----- 

1992 !.!% .';. 09 1.87 1 .65  
1983 1.70 v -, . S9 1.90 1.94 
1904 i m 7 Y ( 1 4 )  4.5bt  14) 2.02!23)  ~ . 9 9 ( 1 2 )  
i9R5 2.0649) 4.96 ( 8 )  2 - 3 9  ( 27 )  2.36 (17) 
1986 1.87(11) 4.49(11) 2.15(22) 2.45 ( 13) 
1387 1 - 5 4  (9) 3.97 (7) 1.97429) 2. r B ( 2 1 )  
1988 1 54 ( 5 )  3.14 (9) 1.90(31) 2. P17 ( 12) 

--------.---------------r---------------_-------_.-_--------.----- 

N a t e z  F~aures i n  brackets indicate the markot sha.-es i n  
percent 

Sorrrce: T??k~.csc,.- Q~larterJ-y,,, G1 oba l  Cornmodi t i e s  l n t e l  1 r Wncr 
Survey, No.i, 19R9,  p.42. 

f t  is seen that  Indian tobacco is the cheeoe5t in the 

market,  despite t h a t  its share has been f a l l i n g .  On the 

Contrary, Brazil which is t h e  next cheapest has actually m a n w e d  

to increase its share and USA which is the costliest ( r a t i o  04 

Indian t o  .US price%,. on an average, durinq the pcrloc) 8 . 8 4 ) .  

It 1s some times argued t h a t  t h i s  low p r i c e  couplwJ w i t h  low 

market share for India can be attributed to the  ow ~ i . a i l ' v  of 

lndian tobacco. To elaborate, Ind ian  tobacco is alkays ~ s e d  i n  

blends as a filler in cigarettes and thereiorc low p ! - i c e  could 

not have induced buyers to increase the proportior, Q+ I17rJia FCV 

tobacco I n  the 4inal blend. I +  this i 5  a valid arquaeni. then 

government Cntet-ventian can play an e f fec t ive  r o l e  in incrc5s iN 

the qua1 i ty o+ the Indi  an produce. However, not much ~ a f  ef r .or ts  

have been made by the Tobacco Board t o  address t~ t n i q  or . 3 i r l ~ ' . ~ ,  



Uo have thus seen that t h e  I r~dian FCV tobacco exportr. are 

potmtially competitive (as measured by the NPCs and EPCs being 

less than un i ty )  i n  the 1980s but i t 6  a c t u a l  competitiveness has 

been rather low. The precise reasons as to ,why the actual 

competitiveness is low needs  t o  be researched further t o  f i n d  out 

the real f a c t w s  behind t h i s  d e c l i n i n g  compmtitivensss . 

W. had noted in Table 20 that  the actual quant~ ty  of FCV 

exportr (barring 19rJ0-9 1 , 1 9 8 i  -82 and 1982-85) have actual 1 y 

d e c l l m d .  T h i s  can be due t o  two factors ( i  1 pressure of 

domestic demand; and ( i l l  rate of prof itabilitv in t5c domestic 

sale is much larger than on export  aid^, We do rt0.k Have any 

lama on the ralative rates 0.f prof itability damsstlr vis-a-vis 

mowt sales. This is because the major exportor Cviz. XLTD 

diviGion of the conglomerate f i r m  f fC )  1. also t h r  largest 

dome%tic purchaser and thm largest domestic consumer as we1 1.. We 

do not have any data on there intra-qirm transactions and 

specif icallv the price at which 1LTD (which is the tcbacco leaf 

trading division of the Cigarette manufacturc?r ITC)  sells i t  to 

the manufacturing wing. In f a c t ,  since the prof i t s  whether based 

m dacaeptic or ewoort sales remain with the same f i r m ,  the amount 

to  h exported should be dictated more by the pressure from 

damntic demand. The r e l a t i v e  fm~ortance o+ dome~tic demand viS- 

a-vise exports is presented i n  Table  33 



Year Domest i c 'Domestic Exports 
Pr aduc t i on Consumpt i on 

I---------------"---------- ---.---.--.------------we 6---------------, 

1980-8 1 117.08. 47.70 65.60 
1981-82 135.50 51 10 97.90 
1982-8'3 18s. 70 54.70 asrn 70 
1903-84 f 30.@8 57. S@ 7 2  . ' ~p )  , 
1384-55 10.00'. be. 80 58.20 
1985-96 81.00 '51. i30 5m. 6P! 
1986-87 112.50 50.0Q 51.7(21 
1987-88 59.60 51.0U 51'. 03 
1388-59 llbmSO 52.00 29.43 
1989-90 lE0.20 ad. 00 35.37 r e  

-------------------.------------.---------.------------------------- 
Note: The sum of doir~estic consumpti on and exports need c ~ t  

equal domestic production because of changes in the 
l e v e l  Q+ stocks, and variations i n  t h e  weight  of 
tobacco, r-esu l t iny  Crom the amount of moisturg 
c o n t a i n e d  in i t .  See i n  t h i s  connection, Deepak 
Nayyar. . i . . .  E X P Q T A ~ - . . S ~ , , . E ~ R . W - ~ J - ~ ~ . L E ~ B S - A ~ . ~ _ ~ L ~ .  
. Cambridge Uni versi t:y Press, Camor idge, 1976, 
p. 129. 

Sourcaa u . 2 . . .  . . T Directorate of Tobacco 
Development, M i n i s t r y  of blgriculture, Madras, 1991, 
p. 143 

This shows that while the quantity exported has steadily 

( w i l ' l  exceptions) fallen domestic consctmption has been virtually 

st aqnknt . Both pi-odu.cti an and e x p o r t s  have been f 1 uct~!a.t i ng. 

Thbugn not i n  clear twms expor ts  seems t o  have been affected by 

a constant domesti c demand and s. .Flc!ctuating domestic production, 

Government intervention has in a wav contributed to the 

4luctuation i n  proc;uctiw, though its precise effect orr productiorl 

is d i S f i c u l t  t o  quant i fy  (see Section 1) 

Ttius, in t h i ~  ~ e c t i o n  we have examined the expart 

competitiveness OF Indian Tobacco. While it was potentially 

found to be comnctitive i t  was n o t  so i n  actual terms. The 

precise reasons for. t h i s  needs t o  bc researchel; into future. 



-Un 

In  this study w e  have euamirted the e x t e n t  and consequenct? UT 

brnment i n t e r v e n t i o n  on three racets of the c r o p ' s  economy: 

bi) long term t r e n d s  i n  p r a d u c t i v i t v ;  ( i l l  working of the tobscco 

mrker and the trader's mat-gin: and ( i i i )  export c u m p c t i t i v e n e s s .  

bernment i ntervantian has not real 1 y helped to i. neroase 

podu.ctivity levels: i t  continues to fluctuate and is; alncrrlg 

Iwsc i n  the world. This is because research a~ the . 
productivity aspects of crop are done by a different agaocy and 

M e  doas seem t o  be a d m i n i s t r a t i v e  and economic d i f . ~ z c u i t i s s  in 

transierring the n e c e s s a r y  technology t o  the f srmer,. Some 

efforts i n  t h i s  d irect ir in  have been made by t h o  Tobacco Board t o  

wply cr i t i ca l  i n p ~ ! t s  1 i k e  f ertilizet- and p lan t  protection 

chemicals to selected f armerr;- Put  i t5 coverage beina very low - 
less thnn a per c e n t  of t h e  total. area under  FCV its ~+fect on 

imprnving y i e l d  across the country is quite doubtful. 

Cln area where government intervention had a percept ib l e  

icnpart i s  on the wackinq of the Tobacco market. Farmers  have 

o t t ~ ~ n e d  a h i q h e r  pr ice  dc?ring the post-intervantj.un per iod  and 

that too promptly. Put  g r a d i n g  i s  not yet s r i e n t i + i c  and the 

actual .canduct of tho auctions needs -improvement. Speci +icall. y 

the p r a c t i c e  of st ipulat ing t h a t  the grower 3ell h i s  produce a n  a 

specific date hes introduced some a r b i t r a r i n e s s  because i t  is 

found that over the s i x t y  day auction ~ e r i o l ,  prices rule quite 

high during the i n i t i a l  weeks s.nd goes on d e c l i n i n g  towards t h e  

end. So a grower who has t o  sel l  h i s  b roduce  i n  the beg inn ing  

reaps a better pr ice  t h a n  the one who has  t o  do it  towards the 

end. Theoretically speaking, a grower need not sell h i s  produce 



if he i s  not happy a t  the  bidding price. But i 9  p r a c t i c e  he IS  

+arced to sell even though he may not  be happy because mf 

r w o w c e  constraints. Further, we also noted an increame i n  the 

v a r i a b l i t y  i n  actual prices received by t h e  grower during thm 

post -auction ~ e r  i od. 

The trader'. margin i m  found t o  be quite high. Due to tha 

lack of good quality data an coqt of production w r  w r r r  honOvU 

conmtrained t o  estimate the  f armef 'e pro41 tabil i t y .  

Though d i f + i c u l t  t o  quant i fy  i n  precise terms, there do.. 

seem t o  be some room t o  be l ieve tha t  not all the  quanti ty that  i s  

produced is transacted + through the auct ion system: t h w e  

continues t o  be some d i r e c t  grower t o  exporter/ trader sales. The 

Tobacco Board should endetkvour t o  put  an end t o  such sales. 

Fina l  1 y , goverrlment i n t e r v ~ n t i  on may be neceBsary t o  enhance 

the qua l i t y  and therefore the actual competit iven~ms of tobrccm 

ewpwte, 

On the whole, based on the evidence presented,' i t  can bk 

argued that government in tervent ion d i d  have a pomitivm of fect  i n  

t he  crops economy, csoeclally when scan wi th  the #act i t  has beef! 

I n  existence only during the last  seven years. The % p # i f f c  

areas w h e r e  government in te rvent ion  has not  been successful U 

d i d  not  have the  desired e+fect  has been ident i f ied.  



Lhnmwm-18 Trmds i n  R e g i o n - w i s e  Area Under FCV Tobacco 
(Area i n  '000 ha) 

-"UIHIIIIII.--......--.---.HII~--------......C-CCCC-.--- 

Yew B l a c k  Srnrthwn Northern Karnataka 
Cotton Soil ~ i g h t  Sail light Soil ~ i g h t  soil 

--------HI----- . - - .L.-)-- . - . - -( . . - - -----~------LI--- I - --m-UI 

...UI.II--.LIIII--------I--------.........I.-L.-L.-------- 

Sourcwt 1 = I Q Q  Nat i 
council o+ Gpplied Ecanamic Remearch, N.w Mlhl,  
1979. 

2. ~-uaL,,.SB.ioiaf~U.~#-. .&e~.oct. Tobacco Board, 
Hinistry of Commerce, Guntur, 1984-85 and 
subsequent I ssuas. 



Annenure-21 Hinirnum Support Price of V i r g i  nla 
Flue-Cured Tobacco 

(Rupees per X C ?  ; 
--------I------ -----------.------------------.--- "--- * - 

Mini mum Support Prices M i n i  mum Support PI-% c a  

r,er.w,m~nd.e,L kyXQCP, ~arlwnmd.. .B-Y ,t;ll# .. $;0Vt: :. 
Crop Year L2 F2 L2 ~2 ---------------- --------.---------------- -- ---------.,--- -- 

1983-84 
announced 

11.30 9.25 11.30 Not 

1988-89 12.80 11.75 12.80 11.75 
------I.----.)-..--- .-....---.)-em--- -" -I------.'- '---- 

Note: PISP was announced +or leaf gractt! - L2 s i n c e  1982-83. 

+ Light Soil * B l a c k  Soil 
@ Revised to Rs. 11.25 i n  . the middle  csz the marketing seasart 

Sourcet Ministry of Agriculture, Govc.r0nment of India .  



~ e w u r r 3 t  Minimum baranted  Prices ( G r r d r - w i w )  
For 1989-90 S e a m  

Ckldhrr Prrdesh 

t. Farm Grades (Selected) (Rs/Kg) ---- ----------.-.-...---- I-----.-----.---....----------~UIIIIIIII 

Grades Southern L i g h t  Sai 1s black Sot 1s --.---.-.-------------.----.--------------..------------------------ 
F1 18.60 17.50 

F4 19).30 9-78 
.--------------.I----- -I.- ---.-------....-------------- ---I------------ 

W a g e  for a1 1 farm grades 14.90 13.00 --.----------...-.-----------.----------------..---.----- ----------0--- 

t Plant Position (Selected) 
------.---."--L-------I------------------.-.-HHH-----------H-H----- 

&- ade PtGP Wade m;P 
---.-.-rr-r-..r.l-r.r.r.---- r--......--- .r--rr--L.------------------------ 

XIL 21.00 ~ 1 1  22.88 

X4L 7.50 L4L 12.00 
LSL 6.10 -..---------.------.--- H-----...-----.---.-.--------------------------- 

h a g c r  ior a l l  plant 
position grades 13.78 
----C----"------------b---------LLL---------------------------- 

Source: Annu&&, ~ r a i . n ~ ~ ~ t ~ ~ t ~ . c ~ R ~ r ! ~ o r ~ L  Tobacco Board Guntur 
1909-90, pp.96-7. 



Annexure-4: Cost of Production a+ FCV Tobacco in A.P. 
(Rs/Qui nta l )  ........................ --...---.. -------------,-------------- -.---- --- 

1981 -82 1982-83 1983-84 1986-87 1937-88 
--------I------------.---- - - - - - - - . ~ - - - - - .  _ _-.- --- 

r - 
43. Variable Cost r c 

of which8 506.98(74) 508.97(72) 6Q4.12(75) 1588.5i j.7115.25 

1. Labour 
a+ which8 223.19(18) 144.75 (20 )  185.64 (20) 339.50 4'/2. 22 

a. human 75.28(11) 01.31 (13.1 1l.4.59(13) 
. .. - - .  

b. bullock 3 1 6 1  -31.24(4) 39.'1;4(4) 

c. machine 18.30(3) 21.60(3) 31.71 (4) 

2. Material 
of which: 107.83(27) 123.54(17) 163.91 (18) 291 262.63 

a. seedlings 117.56(17) 40.8Stt) 82. I%(?) 

b. qertiliser 
and manure 67.47(i0) 79.34(11). 79.12(9) 

c .  insecticides 3.00(0.40) 3.31 (0.50) 2.51 (0 .30)  

3. Irrigation 
charges 7.39(1.10) 5.16(8.76) 9.1€3(1.80) 23. -33 

27.48 

4. Curing cost 
of which3 t71.05<29) 219.93i31) 304.56(333 915.M 

952.72 

a. material 111.94(16) i42.!38(2GS) . 197.31 (22) - re  c.s.2. 96 
246.03 

5. Interest on 
Worl:ing 
C a p r  tal 13.32 (2) J.S.S9(2)  20 .93(2)  - - 

-----------__-____--------------------,-----------------".-~.------- 



( C o n t i n u a t i o n  o f )  
Annexwe-4: C o s t  of Froduction of FCV Tobacco i n  A.P. 

(Re/Quintal) .------- -- --.---0----- ------------ --.-----.----------------------- 
198 1 -82 1382-83 1983-84 1986-87 i987-lb 

.------------.------ --------.---.-.-I-------------.------ ---- . 
Fixed Costs 178.96 (26) 203.32 (29)  227.94 (23) 3D0.08 350. a0 

a. Rental Value 
0.f awneu' 
1 end 114.54(17) 133.69(19) 149 .34(16)  

b. Interest on 
F i x e d  
Cap i ta i  41.39(6) 44 .42(6)  59.41 ( 7 )  

c. Depreciation 
on +arm 
bui l d i n q s  b 

' impieaerits 23.84 (3) 25.21 (4 )  28.17(2) 

Cost of 
Production 663.94 

us. 2'5 
p--------------------------------------------------- -- 
btmt Figures in b r a c k e t s  indicate percentaqe %hays a+ the total 
rwtcet ~ . ~ b a s c ~ ~ i ~ n - , I ~ d a a  ~ I W V ) .  O?.cit., p~.8b--C)S. 

nnmlrure-5: Ref~rance Pr ices  o f  FCV Tobacco (?' ,I  - S c r i e i  
(Hyoothesisl Tobacco as E x p o r t i S i e l  ----.--------------------------------------------------------------..-------.------- 

mfuenco U n i t  1951-82 1982-83 i78J-B4 1984-85 1985-86 :986-87 1987-88 1988-09 

r i e l  --------------------------------.-------*----*----.---------.-.----.-------------. 
fiveraqe 
U n i t  value 
muports i isf 
(FOB) auintr l  1938.89 2S31.82 ;239.88 2398.@@ 2393.68 2344.19 2332.89 

ass. sa 

b. Transport 
and otbkr 
costs Rs/ . 

quintal 587.B6 :Eb.Bb 3sl.ae 634.99 bbB.15 673.63 678.47 
74s. 02 



Annonure-61 Derivat ion o f  Value Yeipht s 

-------------------------------------..--------------------------------.----------- 
I. Production/Qty. 

t ransac ted '  i n  A? 
( i n  mi l l ion  Kg) 125.20 177.28 128.38 90.66 98,47 97.51 47.43 

105.63 

t.2.Value of ~ r o d n . "  
i n  FlP 
( i n  Rs.million) 1BQb.64 3054.93 1992.17 1396.34 1475.82 1823.49 886.l 

2101.26 
( 8 . 9 2 1 ~  (9.941 18.88) (8 .84)  (0 .03)  (8.89) (8.82) - 

2, .Production/Bty. 
t ransac ted  - i n  
~ o r n e t a k a ~  
(tn n i l  l t o n  U Q I  18.2% 11.10 16.77 17.37 16.22 11.67- 10.58 

2.1.Value of  P r ~ d n ,  
i n  ~ a r n a t a k a "  
( i n  Rs. r l l l i o n )  147.19 191.48 277.71 389.76 297.31 218.23 197.88 

( 0 . 8 8 ) ~  ( B . P ~ )  (0.12) I@. 16) (8.17) (8. i i )  (8.18) - 
Total Valte  of 
Product ion/Quanti ty 
t r ansac ted  
( i n  mi l l ion  Kg) 1953.83 3246.41 2269.88 1988.18 1772.33 2841.67 1D03.87 - 
--------------r-..-.-------------------------b------------------""-----.----------- 

Notes: 1. Upto 1983-84 i t  the  ac tua l  production and t h e r e a f t e r  i t  i s  t h e  quant i t  
t r ansac ted ,  

2. This i s  obtained by multiplying the  yearly product ion/qurnt l t  
t r ansac ted  w i t h  the r i s p e c t i v e  r e fe rence  pr lces .  

3. These a r e  the value-welqhtr f9r A.P. 

4. Goto 198;-84 i t  i s  the ac tua l  Droduction and thereaftmr i t  A S  t 
puanti  ty t r  ansacted. 

3. T h i s  i s  obtr ined b v  mult iolvlng the  yErrs  p roduc t ion /quan t i t j  t ransac t  
w i t h  the respectrve r e fe rence  prices. 

6 .  These a r e  t h e  v a l u e  k e i g h t s  for Karnrtakr.  



'Ls@rure-7: State-wise Doaestic Price of Flur-cured V i r o i n i r  Tobrcco (Pd,) - First  
kith 

b t ~  U n i t  1981-82 1902-03 1985-04 1904-05 1905-86 1986-87 1987-80 1908-89 

L (ndhro 
lradesh Rs/ 

Q u i n t a l  1132,Ob ! 8 2 4 , 0 0  1839.88 1829,81 1261.10 017.08 1624.06 
U1I.I 

hnexure-88 .Intra(CtP)-State Domestic Price mF FCV Tobacco 
F i r s t  Series 

- - - r - - r - ~ - - ~ ~ l . - - - ~ - - - ~ - ~ ~ ~ ~ ~ ~ ~ ~ ~ - - ~ - ~ . , l r . - - - ~ - . - ~ C C C C C C ~ ~ ~ ~ C C C ~ ~ - -  

Rate U n i t  1984-85 1985-86 1986-87 1787-88 1988-89 
-----.- .--...--LI---.-L.-C-.'-------.--------- -...- l . l~L~.-----I .--- I I I I I I I I I) I) I)--- 

I, A,? Rs/ 
quintal 1298 1487 2061 1738 1931 

2. Black 
Cotton soi l  ,I 977 121Ib 770 1600 1620 

3, Southern 
Light S Q ~  1 " 1033 1198 . 79 1 1!%6 1616 

------------------.--.l..l.----rr.-.-----------------.----------------- 

*ithtea Average lZl2Y 1261 817 1624 1'669 
------------~'--.-C-----------l.-L-.-----LLI--------..I---------------- 

kttr 1. The welghtr are based  on share i n  t h e  year-wise 
quantity auctioned. 

2 ,  The figures in brackets indicate the weights. 



hnexure-9; Ibmestic and Refwmce Prices of FCV 
Tobacco (AP)  - Second Series 

---------..-..------------ .--..---------.----.--.---..---.. -.. .----- 
a. D ~ r . t ~ ~ r ! ~ . - ~ - ~ r n a ~ t s .  .er.i r; es 

(Rs. /Kg) --- C----.-l----..-UI---...---.---.----.Y-..".-.--L-----.-.-..--.--.----.----.-.."I-.- -- 
Grade F2 + F3 1984-83 1 989-06 198b-7 1YEl7-~8ti 19S0-09 -- --------.---...----. --------------...--..--r---..- ----.- ..-.-.----- ...-.-.. - 
Price CPF F2 14.49 14.77 12. L2 19.39 18.52 

Price of F 3  11.98 13.01 9.34 17.84 19.98 

Weighted Average 
domestic price 13.18 14, CIS 10.58 18.86 17.63 ------ ---------I-----.----------.--.- ---..-------..-.---.-.------ ------ 
Notes: Weights are based on r.ela+lve shares of the grades i n  

quantity transacted. 
- Source: T h . .  t i .  . . . Tabacr o Board , 1989, 

tmimeo) 

b Qw.i ~atl~z~.,~f.x-ef .(Ir.ence.,p~j. i;.& --Second ser i e5 ' 

-----,--- ---..--.---.-----.----. ---- - ----- .YI 

Grades 1984-85 1993-84 1 986-.a7 2987-88 t 989-09 
LBY & LBY2 
...------------.----a -.-------.----.----- - -.. -------------------.----- -d 

Unit Value 
of LEY Zf?wW(.iI) 28.82 (066) 35.41(.1) 38.31C.48) 34.47(.%) 

Unit  Value 
of LBY2 2!3.29(.89) 26.27tS34) 37.02<.99? 26.63(.62) 31.37(.96) 

Weighted 
a.vw age 
unit value 
of exgort 25.6@ Z'it,G4 Z7.82 28.09 33. @4 
--.a_..--------- - -.-.--.--- .------.-...--.--.------...-----------------.-------- 
Note: Figures in &rac!:els inbicatc relative weights b a d  

value u+ zxparts, 
Soctrce? Dit-ectorate OC M s r k e t i n ~  and Inspection, South Central 

Region, Guntbr. 



finnettutr l @ t  Structure o f  the Yorld Export  Nrrket  
Far FCV fobacca 

Toti1 .--Wf .Rf-Ihe T- - .rtin~Cou.ntr.irs T o t a l  
r4t Mot 1 d ( i n  percent) Sharr of  

E k p ~ r t l  o f  the 
t OP 

3 expcrt i i lg  
rountr i e s  

( i n  
percent 

-Y.----------.L----.-"-~.o~--.-~-..-.-~.~------~-....--.--C~~--o------~----..---..---- 

11144 
:kuage) 358.28 l.USA(49). 2.Rhodesia (221, J . lnd ia ( iS ) ,  S.Einada(3) 99 

lW4 642.38 l.USA(ZS), 2.8razilr221, 3. i i i~babwel131,  4. Ind ia  ( la)  70 

kt,sr Ffgures i n  brackets i ~ d ! c a t e  ~ e r c e n t a p e  share of each country, 
kwct: Lndiro1Phac&gJ..t&i.~&id;~, 1975, 1983 and 1989. 
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lI This process has nrlrw come t13 be known as p r i v a t i s a t i o n  and 
there is a wzderange 04 l iteratc!re on it. For a very 
recent. survey see, 

Strinal Datta-Chaudhuri , "llarket Fa i  1 ure and Government 
Fai 1 ur e" , ~3o.utc_n!$k . - nf.- ..Er-r-~o.~.d.c .--, Eer~necf . i . ~ ~ e .  , Vo1 . 4 ,  No: 3,  
1990, pp .25-39. 

The Tea, Caf f ee, Rubber, Bpi ces and Tobacco Boards are under 
the administ rat ive purview of the M i n i s t r y  of Commerce w t t i l e  
the Coconut Development Board is under t h e  Min i s try  of 
C)griculture. Frxcepting far  t he  Tobacco and Coconut Boards, 
a11 the other Beards cond~tc t s  both developmental 9.5 we1 l as 
research activities on the camrnodi t i ss under t h e i r  
jur i sd i c t ion .  

4. For a very  detailed accocrnt of t he  nature and extent of 
pr ivate i ntervent  i on see Nata Duvvuuy , 6fmmwsjLBLtXw.iit~1 
mC - Fislr ar,ian-S.t.r_u.r;;L~br-e~ A .., -88t,u~.~f-.,Slntur--Tntza~~cLZ~~n_v(?~ 
Unpublished Ph . D thesi  3 ,  Jawwhar 1 a1 Nehru Uni  vers i  %y , New 
Delhi, 19135, Ch.3 and 4. 
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research on va.riocrs aspects o f  t he  Tobacco p ian t  is 
canducted a t  the  Central Tobacco Ressarch Institute (CTR) at 
Ra~amundy. The C T R I  is under the admin is t ra t ive  set up a+ 
the Indian Counci 1 of f i g r i cu l t u ra l  Research. Thouqh the  
research e f for ts  a t  CTRI  on h igh yielding v a r i e t ~ e s  have 
resulted i n  certain varieties l i k e  Hematwith a yield 
potential  of 1700 Kg/ha: its coverage across the tobacco 
growing rwions is not s i g n i q i r - a n t  engugh to  produce any 
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See Wl,-iklmlOisW.atIl_ye_Re~.~~--L Tobacco Board, Ministry  of 
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Op .c i t . ,  pp.168-223. 
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received fclr h l s  produce, !-IF i s  at liberty ta take i t  back, 
However, i n  actuality r t dc!erj ncrt happen because t h e  grower 
always has a ~ C ~ ~ C J U Y ' C C )  ~ : ~ n s + ~ ~ a i n t .  

12. The fol.it--+irfi concentratian i n  tobacco pu.rchescr work art t 4  
75 percent in J.38Q. 

14. See for instance T:~t?~3.cco .Lit. Ii1fl.i.a ,.-,. (3 ..Handb.a~k ..of. ~ S , t ~ ~ t i . ~ ~ f i c ~ ,  
Directorate of ?obaccr? Development, iYli.nietr-y of: FlgricuZ+c!rt, 
Madras, 1759, pp.86-Y5. 

IS.  Following G ~ 1 a l . f .  w e  h e w  ;i.ppv-rjximatcd the NPCs of Ft. 
tobacco seelli~qs bv NPCs cjf FCV tobacco output i t s s l f  du! 
c o  data constvarnts. C . E ~  G u l  d t i  Asttok w i t h  James  Hanscr 
and Gar ry  FurseZ!. Et.?c$.i-ve-- .  .In.ccentrtri.ve5, -- A.n .-.- 1ndia:i 
4~r4~u! .  ture., ..Go k. ?:of!.,.. .. G . .  . . h E .  . R e ,  Po1 iwl 
PL ann1.n~ and Hesearch !Jorl..ing Papers, WPS 352, The World 
Hank, Washington,. Y.'i'?V), p . I I % .  

17. For a rncat;t.rr~rnents n/. rompet.i t i veness o+ Indian FCV expart 
i r\ t h e  IVb(D5, see Deepak Yayyar . J ~ - ~ ~ ~ ~ . ~ . ~ ~ - Q ; - ~ . Q ~ ~ ~ ~ - s . . - ~ . Q ~ - ~ . ~ J . P V  
~p!.i,c.i e5 .i.i'l.. , tt!e...:11!6V.s Cantbr i d g ~  Uni v e r s i  t y  P r e s s ,  Cambride 
19.76, p.S.26. The s.nal.ysls i.n the study was based .. 
comparing the average unit value of tobacco exports. 

I .  111;. accoctnts +ar about 9 p e r c e n t  of the tctal world impor! 
oi. ?~r?m~,.nuCactu.red tobacco (average 3985-2988) . See Tgbacc 
Q u ~ I c ~ ; ~ E ? I T ' ~ . Y ,  Gl oba.1 Conmadj. ti e5 Intel? i pence, S ~ v - v e y ,  No. :: 
199C3, p.28. 

1'3. The Ttlbacca Failrd has sent a delegation o+ scien'iist.5 t o  t. 
ma.jar producing countries l i k e  Zimbabwe snd Urar i i  i n  L9;, 
to study the parformance of  vari.ctiee cu'l t l v a t e d ,  arodcrct!: 
technoloqi es , and aqronami cal. gractices besides curl-,. 
techniqc!es adapted in these r o u n t i r i ~ s .  The suagcst..l.. ans 
recammendatiohf; of t h  j. s d e l  ngat r on to i mpravc the 
and p v o d ~ ~ e t x ~ v i t y  a+ lridian ~ Q ~ ~ C : C G  was t.o have b 
implemented + r a m  the cropping seasan of 1339-9@. 
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