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Exports and imports of tobacco
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Tobacco is a crop that possesses numerous aspects. Not only does it involve scientific treatment, but requires special attention by the producers during the growth, curing and marketing stages. This crop possesses immense economic significance and its impact on the fiscal and monetary policies of major producing, exporting/importing countries is quite pronounced. 

In Pakistan, although tobacco cultivation occupies a relatively small area of 0.27% of the total irrigated land in the country and about 3% in Khyber Pakhtunkhwa (KPK), it is of great economic value as a source of revenue, employment and foreign exchange earnings to the country. During 2009-2010, a sum of about Rs 44.62 billion was contributed to the Federal Exchequer as Federal Excise Duty and Sales Tax. 

Being a highly labour-intensive crop, about 80 thousand persons are involved in its cultivation, fifty thousand are engaged in the cigarette factories of the Tobacco Industry and another one million find indirect employment. It is also an important source of foreign exchange earnings for the country (Pak Rs 1241.711 million during 2009-10). Had the production of tobacco crop not been developed by the Pakistan Tobacco Board on the scientific lines, the country would have been importing raw material worth Rs 9 to 10 billion per annum. 

Prior to 1968, tobacco was cultivated in Pakistan, but its importance in the agriculture sector was insignificant due to inferior quality, low yield and inadequate return. The tobacco industry was then dependent on imported raw material on which a huge amount of foreign exchange was spent every year. In 1968, the Government of Pakistan decided to promote the cultivation, manufacture and export of tobacco and tobacco products on an organised basis. The Pakistan Tobacco Board was established in 1968 for the promotion of the cultivation, manufacture and export of tobacco and tobacco products and for matters, ancillary thereto. 

Export of tobacco and its products Quality of tobacco and price are the principal determining factors in its trade at the international level, in which a number of countries are involved. In Pakistan, almost all the tobacco consumed by the tobacco companies for cigarettes manufacture is produced in the country except for a nominal quantity which is imported for blending in a superior brand of cigarettes. The position of export of un-manufactured tobacco and cigarettes during the period 2005-06 to 2009-10 is illustrated in the following statement:


====================================================================================

QUANTITY EXPORTED                      VALUES REALIZED

====================================================================================

Year      Tobacco Cigarettes       Cigars   Tobacco Cigarettes    Cigars Total value(M.Kg)

====================================================================================

2005-06      4.83       21.16        1.15    365.10       17.93     3.29      386.32

2006-07      5.77       26.12        0.76    534.85       24.64     1.69      570.18

2007-08      4.72        3.97        0.13    449.82        4.17     0.16      454.15

2008-09      4.77       10.97        0.02    963.27       14.84     0.03      978.14

2009-10      5.17       13.94       11.10   1201.08       24.22    16.41     1241.71

====================================================================================

Exports/imports of tobacco and its products The following statement depicts the position of exports/imports of tobacco and its products during the period 2005-06 to 2009-10:

=================================================

Year      Total value     Total value of export of import of tobacco
=================================================

2005-06        386.32     481.516      (-) 95.196

2006-07        570.18     645.571      (-) 75.391

2007-08       454.147     683.413     (-) 229.266

2008-09       978.140    1036.085      (-) 57.945

2009-10       1241.71    1767.377     (-) 525.667

=================================================

It will be observed from the above statement that the values of imports of tobacco and its products have registered a steep rise. Rather, the imports have outstripped the exports. The matter, therefore, needs earnest consideration of the concerned authorities at the helm of affairs. 

Import of tobacco According to media reports, cigarette manufacturers had imported huge quantities of un-manufactured tobacco during the past few years at an applicable minimum rate of 5 percent duty. The different cigarette manufacturers imported million kilograms of un-manufactured tobacco. Hundreds of such consignments were imported by the cigarette industry in the last few years at the lowest slab of 5 percent duty. 

It merits a mention that Virginia tobacco has proved to be a cash crop, especially for the growers of Khyber Pakhtunkhwa which not only provides employment to 1.13 million people (80,000 farmers, 50,000 in industry and 1 million in trading of end products), but generates billions of rupees to the federal exchequer in the form of Federal Excise Duty/Sales Tax. 

In view of the above and in order to ensure that tobacco remains our main cash crop, its production has to be ensured. The suitably raising of the current rate of import duty on tobacco has, therefore, be considered to safeguard the interest of tobacco growers for whom tobacco is an important cash crop. 

The enhancement in rate of duty on import of un-manufactured tobacco will ensure that importing tobacco companies do not even consider importing flue-cured Virginia tobacco to the detriment of tobacco growers, but will also help in marketing of domestic tobacco produce. It is to be mentioned that the rates of import duty in other countries are very high as compared to that in Pakistan. For example the rate of import duty on tobacco in Sri Lanka is 75%, India 35%, Bangladesh 48% and Vietnam 100%. 

(The writer is former secretary of Pakistan Tobacco Board)
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