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Similar to last year Kentucky burley tobacco farmers are attempting to make sense out of recent contract announcements.  While it varied considerably in 2010, aggregate U.S. burley contract volume last year was probably down 20 to 30 percent with some growers losing as much as 100 percent of their contract.  These dramatic declines were in response to more than anticipated loss in domestic consumption, an abundance of world burley supplies, concerns over regulatory uncertainty, and slumping exports.
This year, the domestic cigarette market continues to slide while leaf export demand remains sluggish, indicating that contracts would once again be cut.  For some growers, especially lower quality producers, this certainly appears to be the case.  But it appears that some growers have actually received contract volume increases with some being rather significant.  How can that be?

On the supply side, world burley supplies remain relatively high compared to demand, but high quality stocks are probably fairly tight following the disastrous 2010 U.S. burley crop, along with subpar quality crops in 2007 and 2008.  Thus some companies may have boosted contracts of their higher quality growers to replenish depleted inventories.
Another potential reason could be a rebounding in the share of U.S. burley in domestic blends.  Imports have plagued the U.S. burley industry for decades and continue to make up a large percentage of domestic blends.  But disappearance data for the past marketing year indicate that U.S. burley use has actually increased even with declining domestic cigarette consumption.  
Despite the boost in contract volume by some growers this year, it probably doesn’t reflect a long-term rebounding of marketing opportunities for burley growers. Anticipated FDA and international regulations may not be kind to U.S. burley.  Furthermore, burley production outside the U.S. is expected to increase in 2011 despite declining world burley use.  And in spite of a slowing rate of decline in domestic consumption, U.S. cigarette sales will continue to fall. 
The hope for U.S. burley growers is that the value of the dollar continues to be relatively low and new marketing opportunities such as China evolve.  Although a new buyer has contracted around 100 million pounds of additional U.S. flue-cured tobacco for China and other Asian markets for 2011 there is no indication yet of significant new marketing opportunities for U.S. burley growers for this season. 
Finally it appears that burley contract prices will remain relatively unchanged for the upcoming marketing year, with some companies reducing prices for growers selling small bales and some buyers scaling back acceptable moisture levels.   
