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From the Chair 

The Imperial Tobacco Company of India Limited 
Speech of the Chairman. Mr . F. A. Collett 

T H E fo l lowing is the Speech of 

the Chai rman, Mr . F. A. Co l l e t . 

at the F i f t ie th Annua l General 

Meet ing of The Company held on 

September 26, 1961 : 

Board of Directors 

On the 31st of May this year Mr . 
N. Shiva Rao ret ired f rom the Board 
after serving as a Director of the 
Company since the 1st of Ap r i l 
1956. Mr . Shiva Rao has had a 
very long association wi th the Com
pany, having f irst joined in Febru-
ary 1935, and I am sure 1 am ex
pressing the sentiments of all of us 
when I say that we wish h im very 
much happiness and all success in 
the fu ture . 

In October 1960. Mr. S. D. Gupta 
was appointed to the Board. Since 
he jo ined the Company in 1940, M r . 
Gupta has concentrated on the pro
duct ion side of the business and he 
br ings to his increased responsibi l i
ties an extensive experience and 
expert knowledge winch has already 
made, and I am sure wi l l continue 
to make, a substantial contr ibut ion 
to the progress of your Company. 

Accounts 

When I addressed you a year ago. 
I told you that dur ing the first five 
months of the f inancial year Saies 
showed a welcome improvement over 
the previous year. I am happy to 
be able to tell you that the improve
ment then referred to was maintain
ed throughout the year and both the 
volume and the value of Sales show
ed a very marked increase over the 
previous year. The measure of this 
increase is reflected in the Profit & 
Loss Account, f rom which you wi l l 
see that Sales values have increased 
f r o m just under Rs. 37 crores last 
year to a f igure of mote than Rs 
12 crores in the current year. 

ln a large measure I at t r ibute 
this improvement to the fact that in 
the Central Budget presented to the 
Lok Sabha in February 1960 no 
changes were made in Excise Duties 
on your Company's products. This 
was a very welcome respite f rom the 
frequent changes which had oc
curred in earl ier years and because 

selling prices in the various cate
gories remained undisturbed the 
consumer knew- exactly where he 
stood. You wi l l see f rom the Ac
counts that, nevertheless. Customs 
and Excise Duties have increased 
f rom Rs. 15½ crores to Rs. 18 crores 

As a result of the increased busi
ness the Accounts show an increase 
in net prof i ts f rom Rs. 1 12 lakhs to 
Rs. 188 lakhs, w i th the result that 
your Board has recommended raising 
the total d iv idend f rom 8% to 9%. 
Your Board be l i eve that there is 
sti l l considerable scope for expan-
sion and has considered it necessary 
to make a larger than usual transfer 
to Fixed Asset and Stock Replace 
mem Reserve, for the purpose not 
only of making good past deficien
cies in prov id ing for the increasing 
cost of replacing fixed assets in due 
course, but also of f inancing the 
larger stocks of leaf and other mate
rial at prices which show a constant 
tendency to rise. 

Golden Jubilee 

You w i l l have seen f rom the No-

lice convening this meeting that this 

is our Fi f t ie th Annual General 

Meeting and on an occasion such as 

this I th ink you wi l l agree that I 

am justif ied in indulg ing in a l i t t le 

reminiscence. 

F i f ty years ago your Company 
was only a selling organisation and 
for the l imi ted scope of its business 
it required a capital of only Rs. 25 
lakhs: today your Company owns 
five cigarette making factories and 
two p r in t i ng factories, and its capi
tal is now in excess of Rs. 15 crores. 
In 1911 your Company's turnover 
was just over Rs. 10 lakhs: in the 
current year it is well over Rs. 10 
crores, and even though Rs. 18 cro
res of the present turnover repre
sents a collection of revenue on 
behalf of the Government in the 
fo rm of Customs and Excise Duties. 
I th ink you wi l l agree wi th me that 
the expansion of the business is. no 
mean achievement. 

Al the t ime of our First Annual 

General Meet ing, the management 

staff was recrui ted ent i re ly f r o m 

overseas: of the present staff only 
about one-f i f th was so recrui ted, the 
remainder being Indian Nationals. 

Over the same per iod there has 
been an even more comprehensive 
change in the source of our raw 
materials. Apar t f r om one or two 
specialised items, all our raw mate. 
rials are now produced in India. 
This fact, of course, reflects the ra
p id development of industry in this 
country but I can safely say that 
your Company has always extended 
a welcome, and often a help ing hand, 
to potential suppliers, both of raw 
materials, and. more recently, of 
machinery. 

However. we certainly have no 

intent ion of resting on our past 

achievements. The per-capita con

sumption of cigarette's in Ind ia is 

sti l l very low and. wi th the success

fu l implementat ion of the Five Year 

Plans and the resultant increase in 

the standard of l iving of the popu

lat ion, one must expect fur ther 

increases in the consumption of 

tobacco goods in the years to come. 

I believe that your Company wi l l 

not be found wanting in the task of 

supplying this anticipated demand. 

Market ing 

Al though a most valuable contr i
but ion has been made by the Com
pany's employees this year on al l 
sides of the business, not least on 
the product ion side, it is perhaps in 
the field of market ing that most pro
gress has been made. Market ing may
be roughly div ided into two func
tions, the d is t r ibut ive func t ion and 
the creative side: both of these fun
ctions arc highly technical. 

The basic requirement of d is t r ibu
t ion of a consumer product of a 
perishable nature such as cigarettes is 
to make supplies available to people 
who want to buy them, at al l times 
and in the freshest possible condi-
t ion. This task, in a country the 
size of Ind ia , is of exceptional com
plexi ty. Apa r t f r om the constant 
activit ies of the Company's field 
staff, a most impor tant part is play
ed by al l the l inks in the d is t r ibutary 
chain. At one end we have the dis
t r ibutors, merchants of high standing 
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in a l l the main cities and towns, 
most of whom have been associated 
wi th the Company for many years 
and have a p ro found knowledge both 
of our business and of conditions in 
their d i s t r ibu ta ry areas. Their con
t r i b u t i o n to the Company's increa
sed business has been most valuable. 
At the other end of the chain we 
have the tens of thousands of re
tai lers, who are the final contact 
w i t h the consumer. I am confident 
that your Company's d i s t r ibu ta ry 
system is now geared to service our 
exist ing volume and indeed to meet 
the expanding demand of the fu tu re ; 
incidental ly it is w o r t h noting that 
the cigarette business provides a 
l ivel ihood to a great mul t i tude of 
people. 

On what I have referred to as the 
creative funct ion, our market ing 
staff are constantly invest igat ing and 
endeavouring to anticipate the chan
g ing needs and preferences of the 
consumer and endeavouring to meet 
his wishes. They have had some 
success this year but there is more 
to be done and there is no feeling 
of complacency. 

Leaf Tobacco 
In my speech last year I drew at

tention to the very serious problem 
of the growing of f luecured tobaccos 
on unsuitable soil. I am sorry to say 
that I have seen nothing in the cur
rent year to relieve my apprehen
sions, and we have been much con
cerned about the qual i ty of some of 
the tobacco which has been offered 
to this Company for sale. I might 
take this oppor tun i ty of r emark ing 
that the problem is a wider one than 
the immediate interests of this Com
pany in as much as while Ind ian 
tobacco is deter iorat ing, tobacco 
g rown in other countries of the 
w o r l d continues to improve, and 
this situation cannot long continue 
without jeopardising India's extre
mely valuable export trade in i b i -
commodi ty . 

Labour Relations 
In the major i ty of our branches 

and in our Head Office relations w i t h 
the Trade Unions and w i t h our em
ployees have been generally good. 
D u r i n g the past year we have been 
successful in concluding mutua l ly 
negotiated long-term settlements w i t h 
most of our branches and this has 
had the desirable effect of s tabil is ing 
the employment contract w i t h a 

large percentage of our work peo
ple for a three-year per iod . It has 
also had the effect of fur ther cemen
t i ng the mutua l trust and confidence 
between management and labour 
which is so necessary for productive 
efficiency. 

At one time there was a threat of 
large scale redundancy at our 
branch in Monghyr , but w i t h re
quirements of increased product ion 
the economic operat ion of our fac
tory there continues to improve , to 
the extent that redundancy has now 
been replaced by recruitment of 
new labour — an ind ica t ion of what 
might well be expected elsewhere 
w i t h increased business. 

In its relations w i t h its work peo
ple it is your Company's policy to 
provide emoluments and other bene
fits f u l l y comparable w i th those of 
s imilar industries, while at the same 
time making further financial im
provement in the terms of service 
dependent upon greater p roduc t iv i ty 
both of men and machines. In this 
we are work ing in conformi ty w i t h 
the labour policy announced for the 
T h i r d Five Year Flan, w i t h which 
we are in ful l agreement. 

Central Excise 

In presenting the Central Budget 
for 1961/62. the Finance Min i s te r 
announced that tobacco had been 
one of Government 's stable revenue 
earners. but said that experience 
had shown the need for some sim
pl i f ica t ion and rat ionalisat ion, In 
practice, however, be ant icipated 
wi th his changes in the tax structure 
an increased revenue of something 
over Rs. 2 crores f rom unmanufac
tured tobacco. At the same t ime, 
the Finance Minis te r announced 
large increases in the Import D u t y 
on unmanufactured tobacco, which 
he expected would realise Rs. 89 
lakhs. 

This increase in Import Du ty 
made an increase in the juices of 
the higher categories of cigarettes 
inevitable. The upward adjustment 
in Excise Du ty was re la t ively small , 
and d id not fu l ly just i fy an increase 
in the unit price of a packet of 
cigarettes in the more popular price 
classes, so your Board decided, on 
this occasion, to absorb most of the 
addi t ional duty. 

Prospects 

In addi t ion to absorbing most of 
the increased Excise D u t i e s you r 

Company is hav ing to meet steadily 
increasing costs of labour, raw mate 
rials and f re ight , bu t i t w i l l be ob
vious to you that we cannot continue 
to do this if the increases in various 
items of cost outs t r ip the gain we 
are able to make f rom increased 
p roduc t iv i ty . 

Nevertheless, as l have said ear-
l ier . I am confident that given free
dom f rom further increases in 
tobacco duties there is considerable 
potent ial for addi t ional business ac
c ru ing to your Company and, pro
vided r is ing costs do not outpace 
increase in turnover , we can look 
fo rward to the future wi th mode
rate o p t i m i s m . 

Tobacco in Indian Economy 

T O B A C C O brings to the growers 
an annual income of Rs 50 

crores and fetches about Rs 15 
crores of foreign exchange to the 
country. The Government earns Rs 
50 crores every year in the fo rm of 
excise duty, ag r i cu l tu ra l cess and 
customs revenue. 

Ind ia is the t h i r d largest produ
cer of tobacco in the wor ld w i t h an 
annual p roduc t ion of over 700 mi l 
l ion lbs f rom an average planted 
area of 000.000 acres. Andhra Pra
desh. Maharashtra and Gujarat oc
cupy the dominant position in to
bacco product ion , Andhra's share 
being about 35 per cent and that of 
Maharashtra and Gujarat about 25 
per cent. 

The total quant i ty of tobacco con
sumed w i t h i n the country amounts to 
about 485 mi l l i on lbs. Of this, 
cigarette manufacturers use about 11 
per cent w h i l e 50 per cent is uti l ised 
for bidis and chewing, and another 
21 per cent is consumed in hookah 
and chilum. In 1059-60, 32,000 
m i l l i o n cigarettes were produced as 
compared to 18,000 mi l l i on in 1952-
53. 

About 88 m i l l i o n lbs of unmanu
factured tobacco valued at Rs 14 
crores was exported d u r i n g 1950-60, 
The Uni ted K i n g d o m is an impor tant 
impor te r of tobacco. About 90 pet 
cent of the exports are made up of 
cigarette tobacco. India ranks fifth 
among the suppliers of unmanufac
tured tobacco. Ind ian tobacco is 
exported to nearly 50 countries. 
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