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U. S. Burley Demand 
 

U.S. burley demand is dependent on U.S. cigarette production, leaf exports, and imports. In 
recent years all three of these have had a major negative impact on U.S. burley demand. 
 

# U.S. cigarette production has declined by more than 20% from its record level in 1996.  While 
settlement-induced price increases for domestic cigarettes, along with higher excise taxes, and 
wholesale price increases have caused a noticeable drop in domestic cigarette consumption, down 
13% since 1996, the largest factor reducing cigarette output is the significant decline in U.S. 
cigarette exports � 45% lower during the 1996-2001 period. 
 

U.S. Cigarette Production and Exports
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#U.S leaf exports peaked in 1996 at 209 million pounds, but in recent years have been in the 135-
140 million pound range as ample, lower-priced foreign burley has been available for off-shore 
manufacturers. 
 
#U.S. burley imports have continued to increase in recent years despite lower leaf volume needed 
to manufacturer a smaller cigarette output level.  During the past two calendar years, burley 
imports have increased by nearly 25% from their 1999 level. 

 
Collectively these factors have resulted in U.S. burley demand falling from traditional levels in 

the neighborhood of 600 million pounds to around 350 to 400 million pounds.  While the decline in U.S. 
cigarette production, consumption, and exports has moderated somewhat in 2002, leaf imports continue to 
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soar � up by more than 25% during the first six months of 2002 compared to the same period last year.  
However, U.S. burley leaf exports have been somewhat a pleasant surprise so far in 2002, increasing by 
16% during the January-June period. 

 

2002 Burley Market Outlook 
 

While the current supply/demand balance for burley appears favorable entering the 2002-2003 
burley marketing season, unfavorable production and curing conditions may cause some quantity and 
quality concerns. Consequently the burley pool was able to sell nearly 50 million pounds (green-weight) 
of 2002 stocks.  Despite contract and anticipated loan rates being similar to 2001 levels, quality variation 
will likely lead to more price variability and perhaps lower prices for the 2002 crop.  However, demand 
for the smaller crop is expected to remain strong despite quality concerns, resulting in a limited volume 
going under loan. Preliminary FSA designation numbers (representing 90% of eligible marketings) 
indicates around 73% of the 2002 effective quota will be delivered to receiving stations this season, with 
the remaining 27% being sold via auctions.  At this time last year, the split was approximately 60% 
contract and 40% auction.  Final data for 2002, indicated that around 2/3 of the burley crop was 
eventually sold under contract. As of September 20th around 85% of the 2002 flue-cured had been sold 
under contract, with overall prices averaging around 3 cents/lb less than last year.  Around 1/3 of flue-
cured auction sales had been placed under loan, with just over 5% of total marketings (auction and non-
auction) going under loan in 2002.  
 

The burley production data suggest that some undermarketings will likely be declared as 
ineligible carryover for the 2003 quota calculations.  According to recent modifications in the tobacco 
program, carryover quota is limited to 10% of the national burley effective quota.  With production 
currently gauged at 87% of the U.S. effective quota (and likely to go lower), limited 2001 leaf available 
for sale on the 2002 market, and the fact that some growers have 2002 production exceeding 103% of 
their quota (and thus not able to market these pounds in 2002), U.S. burley marketings may fall 15-20% 
or more short of the 2002 effective quota. 
 

2003 Quota Outlook 
 

The 2003 burley quota outlook improved following the resent sale of pool stocks.  The quota 
formula takes into account the current level of loan stock inventory in determining the reserve stock 
adjustment.  According to current law, the �ideal� pool stock level is the greater of 15% of the previous 
year�s basic quota or 50 million pounds.  For 2003, the 50 million pound figure will be used as the reserve 
stock level.  Any stocks above this will result in a negative reserve stock adjustment, and thus, a negative 
effect on the quota.  Entering the 2002-03 marketing season, the two burley cooperatives had 
approximately 70 million pounds of reserves, thus resulting in a negative 20 million pound reserve stock 
adjustment, assuming zero pool intake from the 2002 crop and no additional sales of pre-2002 pool 
stocks.  This compares to a negative 42 million pound reserve stock adjustment as part of the 2002 quota 
formula.  Export data over the past three years indicates that this component will likely remain close to 
recent export averages. Finally, anticipated U.S. cigarette production levels coupled with the 
domestic/import leaf trends suggest that purchase intentions may also remain relatively stable for the 
2003 quota calculations. If the 2003 burley purchase intentions and the leaf export average remains 
relatively flat, assuming limited 2002 pool intake, the quota formula will call for a basic quota increase of 
approximately 5% for 2003. The 10% carryover rule will result in a maximum carryover quota of 32 
million pounds, which could result in the 2003 effective quota remaining relatively flat (in the 
neighborhood of 350-375 million pounds) for the fourth straight year. 
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U.S. Burley Quotas
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Dark Tobacco Outlook 
 
Dark tobacco is used primarily in smokeless tobacco products.  Over the past two decades, chewing 
tobacco sales have continued to spiral downward, but the dark tobacco industry has benefited from 
increasing domestic snuff consumption.  Snuff sales have increased steadily since the mid 1980s. 

 
During the latter 1990s U.S. dark tobacco supply and demand were fairly well in balance with production 
closely tracking disappearance levels of approximately 35 to 40 million pounds.   However, extremely 
large crops relative to demand in both 2000 and 2001 resulted in noticeable pool intake during these two 
years. Consequently, dark fire-cured allotments were reduced 20 percent in 2001 and an additional 22% 
in 2002, while dark air-cured allotments were cut 10 percent in 2000 and 22% more in 2002.   
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According to the September 1st crop report, U.S. dark fire-cured (types 22-23) production for 2002 is 
projected to total 30.9 million pounds, or 28% below the 2001 crop.  Dark air-cured (types 35-36) is 
pegged at 9.4 million pounds, compared to production of nearly 14 million pounds in 2001.  Current 
production estimates for the 2002 dark fire-cured crop is actually below recent disappearance levels (35 
to 40 million pounds), which should cause some drawing down on manufacturer and perhaps loan stock 
inventories.  Anticipated 2002 dark air-cured production appears to be in line with recent use 
(approximately 9-10 million pounds). Consequently, unlike the previous two years, dark tobacco loan 
stock intake for the 2002-03 marketing year should be minimal. 
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Tobacco Income 

Kentucky�s tobacco income has certainly be affected by the recent slide in tobacco quotas. Kentucky cash 
receipts for tobacco peaked at $924 million in 1998, before slipping to $737 million in 1999, $674 million 
in 2000 and $566 million in 2001. Sales of horses, which include stud fees, along with the poultry sector 
have recently overtaken tobacco as the state�s top agricultural cash receipt enterprises.  Despite the 
significant decline in tobacco sales, Phase II tobacco settlement payments coupled with federal Tobacco 
Loss Assistant (T-LAP) payments have cushioned the decline in tobacco sales. Total tobacco income 
(sales, Phase II and T-LAP) actually exceeded $900 million for the 1999 and 2000 crops, and more than 
$700 million for the 2001 crop. For 2002, total Kentucky tobacco income could fall to around $600 
million as sales dip below $500 million with Phase II funds totaling approximately $130 million -- nearly 
20% above last year.  Unknown in the income equation in 2002 is whether or not additional disaster funds 
will become available for tobacco producers.   

 

KY Tobacco Income
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