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PROFILE OF THE TOBACCO INDUSTRY

The tobacco industry in South Africa forms an important part of South Africa’s multifaceted economy.

The following are some of the principal aspects of this dynamic industry for 2004 unless otherwise indicated:
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1. INTRODUCTION
This document is a joint effort by Tobacco RSA and The Tobacco Institute of South Africa to present stakeholders within and outside of the tobacco industry with relevant statistics and information about the industry in South Africa.  
The document will be updated on a regular basis.  Any comments or suggestions are welcome.

2. THE PRIMARY INDUSTRY
2.1.
NUMBER OF GROWERS

	YEAR
	FLUE-CURED
	AIR-CURED
	ORIENTAL
	TOTAL

	1994
	457
	227
	  76
	760

	1995
	404
	163
	  96
	663

	1996
	371
	159
	 112
	642

	1997
	434
	183
	  74
	691

	1998
	449
	190
	  30
	669

	1999
	405
	195
	  30
	630

	2000
	403
	190
	  22
	615

	2001
	445
	278
	0
	723

	2002
	445
	249
	0
	694

	2003
	522
	108
	0
	630

	2004 
	520
	100
	0
	620

	2005 estimated
	500
	100
	0
	600


2.2.
TOBACCO PRODUCER ORGANISATIONS 


SA GOLDEN LEAF LIMITED


PO Box 1158

NELSPRUIT 


1200


GAMTOOS TOBACCO CO-OPERATIVE


PO Box 5


PATENSIE


6335


LIMPOPO TOBACCO PROCESSORS


P O Box 69


RUSTENBURG


0030


MAKOPANE TOBACCO 


P O Box 4819


MOKOPANE


0600

2.3.
LEAF MERCHANTS


UNIVERSAL LEAF SOUTH AFRICA


P O BOX 7509

RUSTENBURG


0300


DIMON


P O BOX 787


NORTHLANDS


2116


TRIBAC 

P O BOX 652799
BENMORE

2010


TOBACCO TRADERS 
P O BOX 487
CONSTANTIA
7848
VIRGINIA LEAF COMPANY (Pty) LTD
      P O BOX 412796

HYDE PARK
2024
2.4.
EMPLOYMENT IN THE PRIMARY INDUSTRY (2003)

PEOPLE EMPLOYED 

i)
ON FARMS
Permanent




13 710

Seasonal




  
  9 130

TOTAL





22 840

ii)
TOBACCO PRODUCER ORGANISATIONS

TOTAL




   
     742

GRAND TOTAL
(i & ii)         
23 582

2.5.
MAJOR TOBACCO PRODUCTION AREAS 

2.5.1
FLUE-CURED TOBACCO (2003)

AREA









KILOGRAM


MPUMALANGA


Groblersdal








   11 768 920


Nelspruit and Baberton





     7 393 496


NORTHERN PROVINCE 


Vaalwater








     8 000 000

& Sterkriver





   


NORTH WEST


Brits
,









     5 400 000


Rustenburg and Marico





   


EASTERN CAPE


Patensie (Gamtoos Valley)





        140 000

TOTAL









   32 702 416

2.5.2
AIR-CURED TOBACCO (2003)

AREA









KILOGRAM


NORTHERN PROVINCE





     4 300 000

EASTERN & WESTERN CAPE
  



        400 000

Patensie (Gamtoos Valley)& Oudtshoorn



TOTAL









   4 700 000

2.6.
PRODUCTION OF LEAF TOBACCO (KG)

	YEAR
	FLUE-CURED
	AIR-CURED
	ORIENTAL
	TOTAL

	1994
	23 809 077
	4 705 125
	731 221
	29 245 423

	1995
	22 762 894
	3 667 452
	762 000
	27 192 346

	1996
	20 413 510
	3 222 916
	624 577
	24 261 003

	1997
	22 208 913
	3 921 559
	334 000
	26 464 472

	1998
	26 708 258
	4 326 424
	289 270
	31 323 952

	1999
	26 094 771
	4 274 305
	332 431
	30 701 507

	2000 
	24 576 799
	4 350 750
	250 000
	29 177 549

	2001
	27 076 580
	7 958 241
	0
	35 034 821

	2002
	26 762 727
	6 259 731
	0
	33 022 458

	2003
	32 702 416
	4 700 000
	0
	37 402 416

	2004 
	26 000 000
	3 000 000
	0
	29 000 000

	2005 estimated
	23 000 000
	3 500 000
	0
	26 500 000


2.7.
HECTARES CULTIVATED

	YEAR
	FLUE-CURED
	AIR-CURED
	ORIENTAL
	TOTAL

	1994
	12 127
	2 672
	1 163
	15 962

	1995
	10 970
	1 784
	1 242
	13 996

	1996
	11 668
	1 807
	1 242
	14 717

	1997
	11 265
	1 710
	   835
	13 810

	1998
	11 849
	1 928
	   650
	14 427

	1999
	11 628
	1 708
	   626
	13 962

	2000
	12 767
	2 382
	   450
	15 599

	2001
	X
	X
	0
	15 014

	2002
	X
	X
	0
	14 735

	2003
	11 868
	1751
	0
	13 619

	2004 
	10 419
	1 082
	0
	11 501

	2005 estimated
	  9 500
	1 150
	0
	10 650


  Note: X not available
2.8 PRODUCTION COSTS PER HECTARE (2003)
	 
	FLUE CURED
	
	AIR CURED
	 

	ITEM
	AVERAGE
	%
	AVERAGE 
	%

	 
	 
	 
	 
	 

	SEEDLINGS
	1585
	3.98
	1585
	4.57

	SOIL EVALUATION
	275
	0.69
	275
	0.79

	NEMATODE CONTROL
	2505
	6.29
	2505
	7.22

	FERTILIZER
	3036
	7.62
	2400
	6.92

	HERBICIDE
	434
	1.09
	434
	1.25

	PEST CONTROL
	1769
	4.44
	1769
	5.10

	SUCKER CONTROL
	383
	0.96
	383
	1.10

	CURING & IRRIGATION
	3797
	9.53
	2000
	5.77

	LABOUR
	9760
	24.50
	9760
	28.14

	INSURANCE
	5525
	13.87
	3850
	11.10

	DIESEL
	1875
	4.71
	1875
	5.41

	PACKING MATERIAL
	50
	0.13
	100
	0.29

	MAINTENANCE
	2250
	5.65
	2250
	6.49

	INTEREST
	2300
	5.77
	2000
	5.77

	OTHER
	1300
	3.26
	500
	1.44

	OWNERS RENUMERATION
	3000
	7.53
	3000
	8.65

	TOTAL
	39843
	 
	34686
	 


2.9.
EXPORTS OF LEAF TOBACCO (KG) 
	YEAR
	FLUE-CURED
	AIR-CURED
	ORIENTAL
	TOTAL

	1994
	  6 536 617 
	562 223
	261 903
	  7 360 743

	1995
	  5 531 908
	489 280
	130 000
	  6 151 188

	1996
	  5 187 512
	430 224
	  59 000
	  5 676 736

	1997
	  8 694 890
	753 896
	           -
	  9 448 786

	1998
	  9 865 153
	651 735
	100 000
	10 616 888

	1999
	11 543 690
	300 661
	            -
	11 844 351

	2000
	X
	X
	X
	9 023 966*

	2001
	X
	X
	X
	16 020 487*

	2002
	X
	X
	X
	4 611 225*

	2003
	X
	X
	X
	6 087 841*


  X – Not available  * - NDA Statistics (Tariff line: tobacco, not stemmed or stripped)
2.10. IMPORTS OF LEAF TOBACCO (KG) 
	YEAR
	FLUE-CURED
	AIR-CURED
	ORIENTAL
	BURLEY
	TOTAL

	1994
	  9 376 175
	1 404 584
	36 575
	1 526 081
	12 343 415

	1995
	14 541 971
	1 609 339
	62 483
	2 594 656
	18 808 449

	1996
	11 253 754
	1 644 639
	73 490
	1 537 479
	14 509 362

	1997
	  9 212 811
	1 215 473
	19 761
	   682 274
	11 130 319

	1998
	13 387 535
	2 512 870
	98 195
	1 399 204
	17 397 804

	1999
	10 310 753
	3 370 938
	   1 822
	1 436 160
	15 119 673

	2000
	X
	X
	X
	X
	8 225 904*

	2001
	X
	X
	X
	X
	9 453 063*

	2002
	X
	X
	X
	X
	16 548 055

	2003
	X
	X
	X
	X
	18 769 186


    X – Not available  * - NDA Statistics (Tariff line: tobacco, not stemmed or stripped)
2.11. CAPITAL INVESTMENT IN THE PRIMARY SECTOR AND GROSS VALUE OF LEAF  TOBACCO

i)
The total capital investment in the primary sector.


On farms





R1 182 million


Tobacco producer organisations

R   940 million

TOTAL






R2 122 MILLION
ii)
Gross value of packed tobacco for 2003

Flue cured





R 568 040 965

Air cured





R   72 850 000
TOTAL






R 640 890 965

3. THE MANUFACTURING INDUSTRY

3.1 MANUFACTURERS OF TOBACCO PRODUCTS

3.1.1
CIGARETTE MANUFACTURERS


BRITISH AMERICAN TOBACCO SOUTH AFRICA (PTY) LTD 

PO Box 631


CAPE TOWN


8000


Head Office: Stellenbosch

JT INTERNATIONAL SOUTH AFRICA

Private Bag X39


RIVONIA


2128


MASTERMIND TOBACCO SA (PTY) LTD


PO Box 7185


EAST LONDON


5200

3.1.2
 PIPE AND SNUFF TOBACCO MANUFACTURERS


SWEDISH MATCH SA: LEONARD DINGLER 


PO Box 215


BENONI


1500


MLP DISTRIBUTORS


PO Box 9975


JOHANNESBURG


2000


SWEDISH MATCH SA: BEST BLEND 

PO Box 63


RUSTENBURG


0300


VAN ERKOMS TABAKKE (EDMS) BPK


PO Box 1889


POTGIETERSRUS


0600


AJ PADIA TOBACCO MERCHANTS


PO Box 2030


DURBAN


4000


WORLD CLASS CONNECTION TRADING (PTY) LTD


PO Box 46 


OUDTSHOORN


6620


KTC HS SPIES & BROERS


PO Box 46


OUDTSHOORN


6620

Please note:

Although the companies listed above currently represent over 95% of the industry in South Africa, there are a number of other tobacco companies and importers also operating in South Africa, contributing to the economy of the country.  These companies include amongst others: 
· Apollo Tobacco

· Brasant Enterprises (Affiliate of Swedish Match)

· Capital Tobacco

· Exclusive Tobacco

· Imperial Tobacco

· Philip Morris International

· SA Nicecentury Trading CC

3.3
DOMESTIC AND IMPORTED REMOVALS BY TYPE

(SOURCE:  SARS CUSTOMS AND EXCISE)

	YEAR
	CIGARS/ CIGARELLOS

KG
	CIGARETTES

NUMBER
	CIGARETTE TOBACCO KG
	PIPE TOBACCO KG

	1994
	63 528
	36 780 588 950
	  2 685
	7 403 437

	1995
	56 800
	35 864 054 720
	  3 291
	7 087 939

	1996
	50 634
	34 093 873 880
	  7 513
	6 813 558

	1997
	44 585
	31 935 757 226
	  9 754
	7 497 940

	1998
	34 117
	30 438 866 708
	14 537
	7 917 420

	1999
	49 905
	28 248 256 400 
	17 757
	7 451 504

	2000
	38 389
	26 010 316 430
	17 087
	7 302 390

	2001
	23 490
	25 962 073 890
	19 995
	7 297 719

	2002
	16 883
	27 502 106 844
	16 753
	6 674 437

	2003
	22 264
	Final figure not available
	12 499
	7 297 719


3.4
RATE OF EXCISE DUTY (2004)
	Tariff Item
	Tariff Heading
	Description
	Rate of Excise Duty 
(2004/5 tax year)

	104.30
	24.02
	Cigars, cheroots, cigarillos and cigarettes, of tobacco or of tobacco substitutes 
	See below

	.10
	
	Cigars, cheroots and cigarillos, of tobacco or of tobacco substitutes
	123 304 c/kg net

	.20
	
	Cigarettes, of tobacco or of tobacco substitutes
	226.40c/10 cigarettes

	104.35
	24.03
	Other manufactured tobacco and manufactured tobacco substitutes;  “homogenised” or 

“reconstituted” tobacco; tobacco extracts and essences 
	See below


	.10
	
	Cigarette tobacco and substitutes thereof 
	13 903 c/kg

	.20
	
	Pipe tobacco and substitutes thereof
	  6 832 c/kg net


   Source: National Treasury Budget Review 2004, Table C4, p.222
4. TOBACCO INDUSTRY INITIATIVES
4.1 BLACK ECONOMIC EMPOWERMENT

· The Hereford Project at Groblersdal involved 19 black farmers each farming tobacco on 1 hectare of land in 2004. 
· The objective of the project is to ensure economically-viable and sustainable tobacco production within five years. 

· It is a joint venture between Tobacco RSA, BAT SA, SAGL and Government (National and provincial Departments of Agriculture).

· More projects are being considered.  These projects are all initiated by the SA Tobacco Industry to increase production and show the commitment of the industry towards the development of South Africa.
4.2 YOUTH SMOKING PREVENTION

· The tobacco industry believes that children should not smoke or be able to buy tobacco products until they are 18 years of age.  

· The Tobacco Institute of South Africa launched a Retail Awareness Programme in March 2003 followed by a second phase in August 2004, to raise awareness among retailers about the tobacco industry’s stance on youth smoking and the legislation around age of sale.
· More than 18 000 retailers received material to put up in their outlets communicating a message that as responsible retailers, no sales of tobacco products will be made to young people under the age of 18 years, even though the law currently says under-16.

· The Programme will be rolled out over time.
4.3 CORPORATE SOCIAL RESPONSIBILITY

As responsible corporate citizens, the tobacco industry remains committed to make a difference in the communities and countries it operates in.  Various social responsibility projects are undertaken and funded each year.  Focus areas include:

· HIV/AIDS Awareness

· Community upliftment

· Economic empowerment

· Crime Prevention

· Bursaries for Tertiary Education

4.4 TOBACCO AND RESEARCH

The Tobacco RSA Research Committee currently oversees the research activities for the primary industry.  Because research is expensive and funds are limited, the main purpose of the committee is to determine priorities, co-ordinate activities, evaluate projects and provide audited reporting on funds spent.

The research committee is focussing on incorporating basic research, IPM (Integrated Pest Management) and GAP (Good Agricultural Practice) into tobacco research.  
The ARC Institute of Industrial Crops, a government institution also does valuable work on tobacco research.  It is vitally important that research on tobacco continues as a government responsibility jointly with industry in order to ensure the continued production of high quality tobacco.   This in turn will make it possible for manufacturers to maintain the manufacturing of high quality products adhering to strict government specifications.  
4.5 WORKING WITH GOVERNMENT 

· The tobacco industry supports reasonable tobacco control legislation.  

· The industry respects the Department of Health’s responsibility with regard to public health.  The tobacco industry however remains of the view that a balance should be found and maintained between health objectives and the economic and social contribution the industry makes in South Africa. 

· The tobacco industry works with SARS through the Tobacco Compliance Task Group to combat the illegal tobacco trade which is harmful to the legal local industry and Government as these products do not carry taxes.

5. MACRO-ECONOMIC AND FINANCIAL INDICATORS

5.1 History 1998 to 2003

	YEAR 
	1998
	1999
	2000
	2001
	2002
	2003

	Exchange rate R/$ (average)
	5.53
	6.11
	6.93
	8.60
	10.51
	7.50

	Exchange rate R/$ (year end)
	5.90
	6.20
	7.60
	12.10
	8.95
	6.50

	Headline CPI Inflation (average)
	6.9
	6.9
	5.2
	5.7
	9.2
	5.9

	Production Price Index (average)
	3.6
	5.8
	9.2
	8.4
	14.2
	1.7

	Prime Rate % (average)
	21.8
	18.0
	14.5
	13.9
	15.5
	15


Source: First National Bank & Statistics SA
5.2 Forecast 2004 – 2006
	YEAR 
	2004
	2005
	2006

	Exchange rate R/$US (end-of-period)
	6.53

Min 6.19

Max 7.50
	7.28

Min 6.43

Max 8.50
	7.66

Min 7.01

Max 8.89

	Headline CPI Inflation (average)
	1.4
	4.4
	5.1

	Production Price Index (average - all items)
	0.8
	3.7
	4.8

	Prime Rate % (average)
	11.0
	11.45
	10.94


Source: Reuters EconoMeter: Consensus Poll of Economists Oct 2004
6. AVERAGE DIESEL AND PETROL PRICES IN SOUTH AFRICA 2002 - 2004
DIESEL
	YEAR
	DIESEL (SULPHUR)

	
	0.05% Sulphur
	0.3% 

Sulphur

	
	Reef
	Coast
	Reef

	2002
	3.65
	3.48
	3.58

	2003
	3.47
	3.27
	3.39

	2004
	3.82
	3.62
	3.74


Source: SA Department of Mineral and Energy Affairs

PETROL
	YEAR
	LEADED: AVE PRICE IN RANDS
	UN-LEADED: AVE PRICE IN RANDS

	
	Coast 97
	Coast 93
	Reef 93
	Coast 95
	Coast 97
	Reef 93

	2002
	3.96
	3.92
	4.03
	3.92
	3.97
	4.03

	2003
	3.87
	3.81
	3.93
	3.82
	3.87
	3.93

	2004
	4.30
	4.23
	4.36
	4.27
	4.33
	4.36


Source: SA Department of Mineral and Energy Affairs

7. WORLD TOBACCO STATISTICS
7.1 Tobacco Prices – Brazil
US$/kg

	YEAR
	Virginia
	Burley
	Comum
	Average

	1999/2000
	1.17
	1.09
	0.76
	1.15

	2000/2001
	1.17
	1.03
	0.67
	1.14

	2001/2002
	1.26
	1.13
	0.73
	1.22

	2002/2003
	1.17
	1.02
	0.66
	1.14

	2003/2004
	1.50
	1.30
	0.91
	1.46


Source : Afubra
7.2 Tobacco Prices - Zimbabwe
· 63 million kg of tobacco valued at US$128.4 million was sold by the end of August 2004 at an average price of US 202, 34 cents.

· The highest average for the season was US210 cents per kg.

· Most of the high quality tobacco was sold through contract sales and averaged US 215 cents.

· Auction remains the preferred mode for marketing as 80 percent of the crop was handled by the floors, while 20 percent of the crop went to contracts.

              Source: TIMB, Zimbabwe
8. FURTHER SOURCES OF INFORMATION
Publications

· TISA/ Tobacco RSA News letter

· Crop Report

· LTGA Good Agricultural Practices 

Websites

· The Tobacco Institute of South Africa/ Tobacco RSA
www.tobaccosa.co.za
· SA Golden Leaf







www.sagoldenleaf.co.za


· British American Tobacco South Africa


www.batsa.co.za
· JT International








www.jti.com
· Universal Leaf








www.universalcorp.com
· International Tobacco Growers Association (ITGA)
www.tobaccoleaf.org
Should you have a specific query, please do not hesitate to contact:

Una van Zyl
Tobacco RSA and
The Tobacco Institute of South Africa

P O Box 7648

ROGGEBAAI

8012

Tel: +27 21 421-0011

Fax: +27 21 421-0013

Email: uvz@tobaccosa.co.za

***

