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Abstract

Tobacco leaf as a starting point for the tobacco industry supply chain, is
an important foundation in the whole tobacco industry. Henan province is one
of the main producing areas of China; Henan tobacco leaf has a unique aroma-
type tobacco flavor trait and good compatibility, which play an important role
in the domestic cigarette blends. After 1998, Henan provincial flue-cured to-
bacco displayed a sharp decline in purchase amounts and enormous production
fluctuation, resulting in backward order of precedence in the domestic and in-
sufficient needs of cigarette production; highlighted in the big brand strategy
proposed by state tobacco monopoly bureau. Studying on some problems influ-
encing the stability of flue-cured tobacco production development will be great
significance for sustaining demand of preponderant cigarette brands of industri-
al enterprises and stable development of flue-cured tobacco production in
Henan province.

Based on the theory of economics, reported research results summarized,
and useful theoretical analysis and verification methods, this dissertation sys-
tematically and deeply analyzed obstacle factors influencing the stability of
flue-cured tobacco production development, and revealed influencing effects-re-
lated factors and existing problems, aiming at current status of flue-cured to-
bacco production in Henan province. This study will provide useful ideas and
measures for stable development of flue-cured tobacco production in Henan
province. The main conclusions and innovations are as follows:

1. Analysis of flue-cured tobacco supply and demand conditions in Henan
province and in China. The results show that tobacco leaf as an agricultural
product intertwined with natural property and economic attributes, is influ-
enced by natural, economic, social, government regulation and other factors;
its demand and supply elasticity exists large difference, and the adjustment of
its supply always lags behind the demand changes. The resulting cyclical fluc-
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tuations of tobacco leaf production and imbalance of products market supply
and demand are not avoided completely, especially, more and more prominent
contradictions between complete government monopoly of flue-cured tobacco
purchase and free planting of growers. Like flue-cured tobacco production na-
tionwide, flue-cured tobacco production in Henan province faces pressure of
“stability and control”, “more and less” each year. The concept “Chinese-ciga-
rettes” proposed by the state tobacco monopoly bureau and new requirements
of harm-reduction and reducing tar from China’s accession to “the Framework
Convention on Tobacco Control” bring opportunity to flue-cured tobacco pro-
duction development in Henan province. Henan flue-cured tobacco production
should be of limited use to the full planting plans, and practical, stability,
growing area, while maintaining the unique style of Henan tobacco aroma-type
flavor, based on increased yield per unit area, to avoid big fluctuations in out-
put; According to market demand situation, the Henan flue-cured tobacco pro-
duction should constantly strive for increasing planting and purchase program
to the state tobacco monopoly bureau, and attempt to scale stable at 17. 5-20
million tons, accounting for more than 8% of domestic flue-cured tobacco mar-
ket share, and improve security capacity of characteristic and high-quality to-
bacco leaf.

2. Empirical analysis of the fluctuation of the Henan flue-cured tobacco
production. The results show that the volatility of flue-cured tobacco produc-
tion in Henan province is similar to that of the nation prior to 1988; In most of
years the yield accounted for more than 20% of national total amounts and an-
nual purchase amount exceeds more than 35 million tons; after 1988, Henan
province has overall downward trend in tobacco production. The best period of
flue-cured tobacco development in central Henan province was from 1983 to
1992 after the establishment of tobacco monopoly system in Henan province,
accounting for and remaining more than 30 %of the whole province's total. Af-
ter that, its position was gradually replaced by western Henan province tobac-
co areas. But flue-cured tobacco district of Western Henan province position is
no longer compared with the old central Henan province. The analyses of flue-
cured tobacco production fluctuations in Henan province using HP filter meth-
od showed that flue-cured tobacco production can be divided into two major rise
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and fall phases as the cutoff point of 1986 and began to rise slowly and smooth-
ly again after 2005. According to business cycle theory, flue-cured tobacco
production fluctuations from 1950 to 2009 are divided into 12 stages in Henan
province, fluctuations in average distance of 4. 75 years; Establishment of the
tobacco management system did not inhibit the situation of deteriorating stabil-
ity in the production of flue-cured tobacco. Further analysis showed that plant-
ing area presents down slowly and smoothly from 2003 to 2009, and yield per
unit displays a smooth rise rapidly from 1999 to 2009, planting area is difficult
to further recovery. The most important factor impacting flue-cured tobacco
production fluctuations in Henan province is planting area, material input
(positive effect), followed by natural disasters (negative effect), and other
factors were less effect.

3. Henan flue-cured tobacco production layout adjustment and mobile lo-
cation were analyzed, the result shows that Henan flue-cured tobacco produc-
tion has strong comprehensive comparative advantage regardless of comparing
with other than flue-cured tobacco producing provinces, or other competing
crops; but comparative advantage is losing from the development trend in re-’
cent decade. Overall, flue-cured tobacco production comparative advantage
needs to be strengthened. The comparative advantage of the efficiency of
Henan flue-cured tobacco production is not obvious, and high comparative ad-
vantage depends mainly on the scale advantage to maintain; function as a com-
prehensive comparative advantage of flue-cured tobacco production must rely
on the production layout adjustment and improve efficient comparative advan-
tage in Henan province. Flue-cured tobacco production has significant advanta-
ges of regional differences in Henan province; the advantages of flue-cured to-
bacco area are mainly distributed in western Henan Sanmenxia, Luoyang and
Jiyuan, central Henan in the tobacco area Pingdingshan, Xuchang and Luohe
and southwest Henan Nanyang; The efficient comparative advantage is higher
than the scale comparative advantage central and eastern Henan tobacco area,
while those in the western and southwest Henan tobacco area are on the con-
trary. Flue-cured tobacco production should give priority to improving land
productivity in high scale comparative advantage areas, while improving the
quality of tobacco leaf in high efficient comparative advantage areas. From the
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status of flue-cured tobacco producing areas, the key areas of production pres-
ented by the plains to the hills and mountains, east to central and western re-
gtons, economically developed regions to underdeveloped regions.

4. The comparative benefits and production efficiency of tobacco produc-
tion were analyzed in Henan province, the results show that yield per unit
area, the sale price, and production cost are lower; net profit, cash earnings,
cost and profit margins are higher; plain flue-cured tobacco areas have higher
yields, lower production costs and higher net profit, and some hilly areas have
competitive price, with appropriate subsidies and higher yields per unit area ,
net profit was also higher; if the yield per unit area is too low in hill and moun-
tainous area, even with the price advantage and higher subsidies, net profit is
sti]l low. Compared with other multiple cropping, tobacco monoculture or
wheat/tobacco have higher total cost, production value, cash costs, cash earn-
ings, but lower net profit, cost and profit margins; It is mainly because that
flue-cured tobacco production in Henan province is based on family labors, la-
bor quantity, underestimated family labor price of working day. Efficiency a-
.nalysis shows that CRS technical efficiency, VRS technical efficiency and scale
efficiency of flue-cured tobacco production in Henan province are inefficient,
compared with other major flue-cured tobacco producing provinces; moreover,
at present production is still in the increasing returns to scale stage. Efficiency
analysis based on Malmquist index shows that total factor productivity (TFP),
technical progress, CRS technical efficiency, VRS technical efficiency and scale
efficiency changes of flue-cured tobacco production are showing a significant
downward trend and the fluctuations between years, mainly due to slow tech-
nical progress and low scale efficiency since 1983 in Henan province.

5. Analysis of growers’ planting willingness and influencing factors in
Henan province, the results show that the age of majority of growers is mainly
in the 50-year-old around in the areas, culture-based education to junior high
school; tobacco production is mainly traditional agricultural production based
on “small-scale production, scattered planting, and extensive management” .
Each household planting scale focused on 0. 27~0. 67hm?, growers in the long-
term practice are more familiar to planting techniques and their income is sta-
ble. The main reasons for hampering planting cultivation are more employ-
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ment, hard labor, relatively low benefit, frequent diseases and pets, and high
opportunity costs. Affecting the enthusiasm of growers is due to management
issues rather than the technology itself. Growers need urgently diseases and
pests control techniques and soil testing and fertilizer technology, and wish to
get goods subsidies; growers hope tobacco sectors to increase inputs, technical
services and guidance. ISM model analysis indicated that the direct factors are
the growing technology, planting willingness, income, management services
and other factors, and basic factors are the education and crop rotation. Empir-
ical analysis of factors influencing planting willingness shows that factors that
age, topography, labor force, planting time, income ratio, crop rotation or
not, satisfaction of tobacco company’s technology service, participation in
planting insurance, collection stations services and other factors have positive
effects on growers’ planting willingness and enthusiasm in the stable develop-
ment of flue-cured tobacco production chain. Field infrastructure and bulk cu-
ring barn etc. can not play incentive roles, but are indispensable as health care
factors in the stability of growers’ enthusiasm.

6. Analysis of external policy environment and production essential inputs
of flue-cured tobacco in Henan province, the result shows that relative benefit
declined, and market demand shrieked, state tobacco monopoly bureau policy
orientation, intensified the planting areas from the north to the southward.
Flue-cured tobacco planting areas and yield per unit area are relatively active
factors affecting tobacco production in Henan province; urbanization factor
produced negative impact to some extent; industrialization pulling the develop-
ment of flue-cured tobacco production needs to be further strengthened, and
support policies need to be further reinforced. Rural land management system
is primary cause of “small and scattered” planting pattern, and the central new
agricultural policy brings opportunities and challenges for the stable develop-
ment of tobacco production since 2004. Compared with other planting prov-
inces, flue-cured tobacco production should maintain the premise of high cap-
ital productivity and improve land productivity and labor productivity in Henan
province; Compared with other competitive crops, flue-cured tobacco produc-
tion output value per unit area is mainly achieved depending on the price in-
crease; The growth amplitude of land and capital productivity and the decline
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amplitude of labor productivity of flue-cured tobacco production are far less
than other competitive crops since 1983. Henan flue-cured tobacco production
is also a lack of key technical support, especially of prior varieties with high
quality, suitable yield, and stress tolerance and advanced production tools.
Stability and control conflicts still plague the development of tobacco produc-
tion in Henan province.

7. Raising countermeasures and suggestions for achieving stability and de-
velopment of flue-cured tobacco production in Henan province. On the basis of
previous theoretical analysis and empirical research, aiming at current status of
flue-cured tobacco production development in Henan province, This study ana-
lyzed function mechanisms of impact factors, and proposed to growers, tobac-
co business, tobacco industry and research institutes in hand, speeding up the
construction of brand-oriented base unit; vigorously promoting the construc-
tion of modern tobacco agriculture; innovating flue-cured tobacco production
organization and management model; speed up the transfer of planting to more
favorable areas and adjustment of planting structure; perfecting flue-cured to-
bacco production science and technology support system; increasing growers;
relative benefit and promoting growers’ income in planting area; establishing
and improving tobacco leaf production support policies etc.

Key words: Henan province; Flue-cured tobacco production; Stability; Mo-

nopoly system
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