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CROP
MONITOR
The new tobacco season in Zimbabwe starts
in April (for information regarding TIMB’s
preparations check the 80th edition of ITGA’s
Tobacco Courier). Growers are expecting
a good harvest based on the weather and
satisfactory supply of inputs. During the 2020
season, a total of 180.8 million kg valued at
USD 452.3 million were delivered through
contract and auction floors. The expectations
for 2021 are for 200 million kg and USD 500
million with an estimated average price of USD
2.50 per kg. All workers were scheduled for
vaccination prior to the start of the season.
The Tobacco Farmers Union in Zimbabwe has
praised the government decision to increase
the nation’s foreign currency retention cap
from 50% to 60% ahead of the 2021 crop.
However, the initial growers’ aspiration was for
around 70%-80%, the appropriate level to
allow covering of production costs.

Nevertheless, the Zimbabwe Tobacco
Association has warned that most of the local
growers find themselves in a vicious debt trap.
The government payment system ensures
growers receive only part of their income in US
dollars with the remaining share being paid in
Zimbabwean dollars at an inflated exchange
rate. Since farmers borrow in US dollars they
have issues repaying their loans. This also
means that only a quarter of the total revenue
ends up in the country.
Stakeholders in Zimbabwe’s tobacco sector are
also debating if minimum auction prices should
continue to determine the pricing of contract
tobacco. As the market balance has shifted,
compared to when the initial system was set,
some fear that such conditions are putting
many growers at a disadvantage. Alternatively,
others are cautious that removing the minimum
price could result in price manipulation by
contractors.
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The government of Malawi has signed an
agreement with leaf buyers committing them
to purchase at or above the minimum price for
the season. However, this amount has not been
set yet. Regardless, the prospect is for higher
prices due to a shorter crop. Buyers are aiming
to obtain 132 million kg of tobacco leafs, but
production is running 10 million kg lower.
JTI Leaf Malawi has released around USD 1
million of collateral to its contracted growers
to assist them during the season and help cope
with the impact of the pandemic. This is part
of a program that pays back money to growers
as a security to enter into contract with the
company.
Kanengo Tobacco Processors Ltd has
announced the closure of its tobacco
processing facility in Lilongwe, Malawi.
Opened in 2009, it reached a processing
peak of 32 million kg. This is a result of a
crop reduction, lower demand and sanctions
on Malawian tobacco. 179 workers will be
affected.

FCV tobacco production in the US should
rebound to over 300 million pounds in the new
season, up from an earlier expectation of 234
million pounds. Potential Chinese contracts
are playing a central role in this development,
although final confirmation is yet to be
announced.
No agreement was reached regarding tobacco
pricing in Misiones, Argentina during an
important meeting between local officials,
companies and industry leaders in mid-March.
It seems certain that the rates for the incoming
season will be more than 40% higher on a
yearly basis. However, the country is suffering
from high inflation so the real increase is likely
to be minimal, if any. In the meantime, growers
in Jujuy have received financial support from
the Special Tobacco Fund (FET) through a new
procedure called “automatic transfer”.

Farmers in Pinar del Rio in Cuba have planted
16,189 ha of tobacco, exceeding the initially
set target for the current growing season.
Production stands at 2,445 tons. Most of these
quantities are used in the making of premium
cigars for export to international markets.
Tobacco auctions in Prakasam and Nellore in
India are underway and showing positive signs.
The regulator has cut the crop size by 15%
which is likely to intensify demand. During the
first day of the auctions, prices for bright grade
tobacco stood at USD 2.47 per kg.
In addition, farmers associations in India have
urged the government to fix tobacco rates at
INR 300 per kg to provide relief for growers in
the face of growing inflation.
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Tobacco farmers in Hungary harvested 4.33
million kg of tobacco leaf during the 2020
season, a 23% decline compared to 2019. In
addition, the average yield has reached a 30year low, 1,325kg/ha. The main reasons for
this are bad weather and labor complications
caused by the Covid-19 pandemic. The harvest
consisted of 3,354 tons of Virginia tobacco and
759 tons of Burley.
Cambodia exported more than 5.8 million
kg of tobacco leaf during the 2020 season,
bringing more than USD 17 million in revenue.
These represent a yearly decrease of 14%
and 28% respectively. In 2020, the area under
cultivation in Cambodia was 5,175ha, of which
4,875 were harvested. Key buyers include
Vietnam, Indonesia and Hungary, among
others.

REGULATIONS
The US Senate has confirmed Xavier Bacerra
as Secretary of Health and Human Services.
Bacerra is known for his support for introducing
a nicotine cap for cigarettes and stricter
regulations on the industry.
A district court judge in Texas, US has delayed
the effective date for graphic health warnings
on cigarette packs in the US for a third time.
The new deadline is 14 April 2022, pushed
back from 14 January 2022. New cigarette
health warnings must appear on packages
and in advertisements, occupying the top 50
percent of the area of the front and rear panels
of cigarette packs and at least 20 percent of
the area at the top of cigarette advertisements.

The likelihood of a ban on menthol products,
including cigarettes, in the US is growing.
According to some critics marketing tactics
related to menthol have disproportionately
targeted Black Americans, highlighting racial
inequalities. Data shows that 85% of this
demographic smokes menthol brands. It is
likely that the new administration will push
for a menthol ban that could potentially affect
lawmakers in other countries. Some are also
urging to remove all flavored vaping products
to protect the young.
The US FDA has issued warning letters to
nearly 70 manufacturers selling unauthorized
e-liquids in the country due to their failure
to file premarket tobacco applications by the
September 2020 deadline.

4 | Tobacco Monitor | April 2021								

The US Federal Trade Commission has
requested the five leading e-cigarette
companies to provide sales and advertising
data to better understand the market.
Meanwhile, the so-called mail ban in the
US, that adds additional requirements and
complications to selling vaping products
online, has already forced some smaller
players out of the market.
The UK government is considering a plan to
force big tobacco manufactures to pay the
annual cost of cleaning up cigarette butts.
According to studies, this is the most prevalent
form of litter in the country. At the same time,
cigarette taxes in the Spring 2021 Budget were
left untouched.

The EU Commission has launched a public
consultation on the review of tobacco products
taxation, as part of the European plan to defeat
cancer, presented in the previous issue of
Tobacco Monitor. Among the problems that
need solving, according to the Commission, are
the different rates that cause excessive crossborder sales and fraudulent activities and the
general outdatedness of the measures that
ignore the emergence of alternative products.
Consultations will remain open until 22 June
2021.
A German high court has ruled that it is legal
to promote that e-cigarettes are less harmful
alternatives to cigarettes, overturning a
previous decision.

Cambodia’s National Authority for Combating
Drugs has instructed all local parties to stop
the sale of heated tobacco. The country has
already restricted most emerging products but
the guidance did not cover heated tobacco.

Switzerland is considering new tighter
restrictions on advertising and marketing of
tobacco products. Currently, the regulatory
framework in the country is among the most
permissive ones globally. According to the
Swiss Federal Office of Public Health, 27%
of people above 15 years smoke. Notably,
Switzerland is home to the international
headquarters of PMI and JTI.
Cigarette manufacturers operating in the
Philippines’ special economic zones (SEZ) will
have to register with the Bureau of Internal
Revenue to help limit illicit tobacco trade.
Local analysts believe that SEZ is a source of
illegal activities that cause significant revenue
loss to the government. Another measure
in combating illicit trade is the creation of
“virtual stamps” for export cigarettes, which are
currently exempt from such regulations.
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China wants to update the rules governing
the market of e-cigarettes. Draft regulations
suggest treating such products like cigarettes.
The news caused the share price of RELX,
China’s largest vapor brand, to drop. Unlike the
traditional tobacco market, dominated by the
state monopoly CNTC, vapor remains largely in
private hands.
Chinese lawmakers have called for the
introduction of a national indoor public places
smoking ban in order to achieve the goals of
the Healthy China Action Plan. According to
surveys, support for such measures exceeds
90%.

INDUSTRY
UPDATES
Altria Group has asked the US FDA to help
convince Americans that nicotine is not
linked to cancer. The company referred to
government research showing that threefourths of the population incorrectly believes
that nicotine causes cancer. While there are
60 known carcinogens in cigarette smoke,
nicotine is not a direct cause of many
smoking-related illnesses. The proposal
includes a USD 100 million advertising
campaign. Altria is currently trying to move
from away from cigarettes to vaping and
other alternatives. The company has a stake
in the e-vapour manufacturer Juul Labs and
sells IQOS in the US.

Vapor advocates have expressed concerns
regarding the recommendations made by
the WHO Study Group on Tobacco Product
Regulations. Among these are the prohibition
of vapor products where the user can control
device features and liquid ingredients and ban
of vaping systems that have higher “abuse
liability” than conventional cigarettes, such as
controlling the flux of nicotine. The UK Vaping
Industry Association believes that WHO’s view
of the industry is out of touch and disregards
the evidence on the public health potential of
vaping. UK’s split up with the EU creates a
window of opportunity for a differentiated
regulatory approach to alternative products
in the market. The Coalition of Asia Pacific
Tobacco Harm Reduction Advocates warns that
a potential ban on open systems could result
in vapers going back to smoking. During COP9
later this year, the WHO is scheduled to hold a
summit on vaping.
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A high court in the UK has revoked two BAT
e-cigarette patents, therefore dismissing the
company’s claim that PMI infringed patents
with its IQOS heated tobacco product range.
The patents are currently disputed in other
courts.
The Statistics Bureau in the Netherlands has
revealed new data showing the country’s
smoking prevalence going down to 20% in
2020, down by 2% on a yearly basis. The
country aims to reach a smoke-free status
(smoking prevalence below 5%) by 2040.

Several tobacco manufacturers- Nakhla
Tobacco, Imperial Tobacco, BAT and Al-Mansour
International, have urged the Egyptian
government to expand the conditions of the
prospective license to manufacture cigarettes
in the country. Earlier this year, Egypt has
invited tobacco players to bid for such a
license. The market is currently dominated by
Eastern Co- the state monopoly. The winning
proposition must include a plan to begin
production within 3 years at a rate of at least
15 billion cigarettes per year. The bidding
process ends in April, while the license will be
issued in July.

KT&G expects to generate half of its sales
from international markets by 2025, up from
40% at present. The company has subsidiaries
in Russia, Indonesia, Turkey, Taiwan and
the US that are capable of producing 13.6
billion cigarettes per year. KT&G is also in
agreement with PMI for the international
commercialization of its reduced-risk
products portfolio outside of South Korea.
BAT has called for an urgent enquiry into
South Africa’s growing illicit trade market.
According to a recent report three out of four
retail outlets are selling cigarettes below the
minimum collectible tax rate.

Eastern Co is also studying e-cigarettes as an
alternative to combustible products in Egypt.
The move is in line with the company’s strategy
to expand and diversify its product portfolio.
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According to a Colombian University study,
pandemic-related anxiety, boredom and
irregular routines are the major drivers of
increased nicotine and tobacco use during
the initial Covid-19 lockdown in the US. In
addition, retail access impacted cigarettes
and alternative products differently. While
cigarettes were easily available in essential
businesses, vape shops were closed or
operated within limited hours. The long waiting
times to get vapor online caused some dual
users to increase their cigarette use.
Australian authorities have uncovered 40 ha
of illegal tobacco. The revenue office estimates
the potential value loss at AUD 84.3 million.
This is the biggest local crop discovery to date183 tons. Soon after, another 61 tons were
busted. Illicit tobacco costs the country AUD
822 million a year in lost revenue.

SUSTAINABILITY
The Tobacco Authority of Thailand (TOAT),
one of the biggest tobacco manufacturers
in the world, is hoping that sales of cannabis
and hemp will help compensate for
declining income from traditional tobacco
categories. TOAT is currently drafting
a regulation to give the organization
the authority to grow and produce such
products to be used in medicine and
cosmetics. One of the key drivers for the
potential development of cannabis and
hemp is the expected tax revenue. TOAT
aims to encourage 13,500 tobacco farmers
to shift to hemp or cannabis to increase
their income. The authority has decreased
its tobacco leaf purchases from 20 million
kg per year to 13 million kg per year.

Lawmakers in New York, US have agreed to
legalize marijuana for recreational use. The
act could potentially bring USD 350 million in
revenue per year. The new rules will allow sales
to adults over 21 years and set up a process
for delivery of cannabis products to customers.
Users will be able to grow up to 3 plants for
personal use. Sales tax will amount to 9% for
the state and another 4% split between the
county and local government. There will also
be an additional distributor tax of USD 0.03
per mg of THC. It is likely that sales would
commence in 12 to 18 months time.
A political party in Malta has voiced its opinion
that cannabis should be legally regulated, sold
in licensed shops and taxed like alcohol and
tobacco. Possession of under 3.5 grams has
already been technically decriminalized in the
market.
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22nd Century Group in the US has reached an
exclusive agreement with CannaMetrix for a
technology that can significantly accelerate the
commercialization of new disruptive hemp and
cannabis plant lines and intellectual property.
This adds an additional element in the
upstream capabilities of the company: plant
profiling (CannaMetrix), plant biotechnology
(KeyGene), plant cultivation (PanaceaNeedle Rock Farm) and ingredient extraction/
purification (Panacea). 22nd Century Group is
also reportedly in final discussions with toptier plant breeders.

BAT has announced its global goals and
achievements related to the environment, as
well as social and governance ambitions in a
sustainability report shared with the general
pubic. Along with increasing the number of
consumers using the company’s reduced-risk
products, highlighted in the previous edition
of Tobacco Monitor, the company has also
emphasized its ambitions to be carbon neutral
for emissions resulting from its own business
activities by 2030. Furthermore, by 2025, BAT
also aims to have 100% of its manufacturing
sites certified by the Alliance for Water
Stewardship.

BAT has signed a strategic collaboration
agreement with Organigam focused on
research and product development of adult
cannabis products with an initial focus on CBD.
This action comes shortly after the launch of
Vuse CBD Zone in the UK. The company’s multicategory approach and portfolio aspiration of
going “beyond nicotine” is at the center of the
goal of building “A Better Tomorrow”.
BAT has also announced a EUR 30 million
investment in its Greek factory. The project
will create 200 new jobs and focus on
the manufacturing of Glo Hyper heated
tobacco products. BAT is investing heavily in
research and development capabilities and
specifically new nicotine products. According
to the company, it employs more than 1,500
scientists across several R&D centers.
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JTI will devote EUR 60 million in upgrading
its production capacities in Romania. The
investment program will be carried out
throughout the next 3 years. When completed,
the facility is expected to play a central role in
sourcing for the EU markets. Romania is the
third largest cigarette manufacturer in Europe
after Germany and Poland. The company
employs 1,200 people and have invested over
EUR 250 million in Romania since it started
operating there in 1993.
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Thank you!
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