
The Imperial Tobacco Company Limited 
Speech by the Chairman, Mr C A Bone, at the Fifty-fourth Annual General Meeting of the Company 
on 23rd September 1965. 

B E F O R E commencing his speech, 
the Chairman expressed his grave 

concern at the serious events that had 
recestly overtaken the nation, and to 
the universal pleasure with which the 
news of the cease fire agreement had 
been received. 

He referred also to the effect of such 
events on the nation's economy and,  
incidentally, on the Company's affairs 
and the need for everyone to continue 
to work as purposefully and diligently 
as they can and in this way do their 
utmost in support of the country's 
economy. 

Gentlemen, 

Mr F A Collect and Mr R K Banerjee 
retired from the Board at the end of 
March this yean Mr Collett joined the 
Board in 1959 and became Chairman 
of the Company on 1st April 1960. Mr 
R K Banerjee joined the Company in 
December 1938. He was elected to the 
Board in Apri l 195.3 and served your 
Company as Deputy Chairman from 
April 1960. We wish them both health 
and happiness in their well-earned 
retirement. 

I joined the Board in November 
1964, and, following Mr Coltett's 
retirement was elected Chairman of 
the Company on 1st April 1965. It 
is my earnest endeavour to serve you 
in this capacity as zealously and 
effectively as my predecessor. 

In his speech last year my prede
cessor intimated that he would expect 
moderately improved results during 
trie year now completed. I am happy 
to report that his assessment has 
proved correct to the extent that, 
although not spectacular, results have 
shown' a heartening recovery as may 
be seen from our published Accounts. 
The value of sales turnover increased 
by approximately 7 per cent and this 
reflects an increase in the volume of 
our business. However, I should men
tion in this regard that due to cer
tain economic factors, the volume 

increase during the year has tended to 
be greater in the medium and lower 
priced categories. 

I am pleased to say that, although 
not yet reaching the level of that for 
the year ended 31st March 1963, our 
net profit shows a welcome improve
ment over that of last year. This has 
been achieved despite the higher 
prices of raw materials and it is satis
factory to note that we have been 
able to contain our overheads despite 
the incidence of rising costs. This is 
attributable to improved performance 
generally, streamlining of management 
and some reduction in the number 
of other employees through voluntary 
retirement schemes. 

At a time of increasing volume of 
sales, we have been faced with con
siderable difficulties in procuring 
adequate quantities of some of our 
raw materials. Every effort is being 
made and I am hopeful that, in the 
coming months, durations of these 
materials wi l l be restored to what we 
consider to be a desirable and economic 
level. In addition, the foreign exchange 
position has continued to be extremely 
difficult and we have not been able to 
obtain import licences to replace old 
machinery as we should have liked 
and indeed, for which we had plan
ned. We are now hopeful, however, 
that, with Molins of India Ltd already 
making arrangements for the building 
of machinery a substantial part of 
the plant we require will become 
available from Indian sources. We have 
now, therefore, re-planned and i n 
deed extended the programme of 
modernisation in our factories. I 
mention these two points not only as 
an outline of our future plans but 
also to indicate the substantial sums 
that are required to be earmarked for 
the purpose of giving effect to these 
plans. The implementation thereof 
will certainly require considerable 
funds but I assure you that, as a 
result of our long-term planning, 
adequate resources have been built up. 

Before proceeding to a general 
review of the Company's activities 
and future prospects I must mention 
the new Cigarette Excise Duty that 
was introduced in the 1965 Budget. 
You may be aware that the previous 
system had some disadvantages and, 
in particular, that it precluded eco
nomic pricing within certain sections 
of the overall price range. I am, there
fore, very pleased that the new struc
ture to a large extent removes these 
obstructions and facilitates a more 
flexible policy. Gratified as I am at 
this welcome change in the excise 
structure I must, however, point out 
that its introduction has been at heavy 
cost to the cigarette industry as a 
result of the adjustment in the rates 
of excise duty inherent therein. It 
was staled at the time of the Budget 
announcement that some Rs 40 lakhs 
per annum additional revenue was ex
pected to result. Our own estimates, 
however, show that the cost to this 
Company alone is substantially in 
excess of this amount and other manu
facturers must be similarly affected. 
So far as the scales themselves are 
concerned, unless a ceilling is fixed, 
the burden on higher priced brands is 
inequitable as these brands also bear 
a considerable customs duly and thus 
excise becomes payable also on the 
duty element. Your Company has 
shown willingness to give the new 
structure a fair chance and, at the 
same time, to do what it can to assist 
in the prevention of inflation by ab
sorbing the increased cost. I do. 
therefore, sincerely hope that Govern
ment, in turn, will co-operate by 
allowing us an extended period of 
stability in excise rates which, I am 
sure, will result in a natural increase 
in volume and will , ipso facto, gene
rate higher revenue and assist in 
Government's efforts to resist inflation. 

The general stability in cigarette re
tail prices during the year under re
view has resulted in a welcome buoy
ancy in the cigarette business as a 
whole. This, I am glad to report, has 
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been shared by your Company in the 
face of intense and increasing competi
tion. I might add that our famous 
SCISSORS brand which, as mentioned 
last year, was introduced in a new 
dress, has continued to give a good ac
count of itself. 

It is evident that the taste for filter 
cigarettes is growing in India in keep
ing with the trend in many other coun
tries throughout the world. I am 
happy to report that your Company's 
filter brands have established a very 
equitable share of the filter business 
albeit against strong competition. The 
success of WILLS filter is particularly 
worth mentioning as one of the larg
est selling filter brands in India and 
this pays tribute to its high quality. 
Another of your Company's filter 
brands, PLAYER'S GOLD LEAF, was 
also warmly welcomed by consumers 
during the year. 

We have continued during the year 
to make every possible endeavour to 
export our products but import tariffs 
levied by prospective customer coun
tries to protect their own manufacture 
are a considerable stumbling-block. 
There are, however, indications of pro
gress and we wil l continue to explore 
every avenue as vigorously as we can 
in the future. Principally with export 
markets in mind a filter version of our 
prestige brand, INDIA, was also in
troduced in June 1964, and this is 
rinding favour with our Embassies 
abroad. 

On account of a rather short crop, 
particularly of air cured types of leaf 
tobacco, the overall prices of tobacco 
purchased has shown some increase 
which will naturally be reflected in 
future costs. However, some consola
tion may be derived from the improv
ed quality of the flue cured types of 
leaf that we have been able to acquire 
from this Crop. I might add that it is 
our leaf tobacco suppliers' (Indian Leaf 
Tobacco Development Co Ltd) cons
tant endeavour to improve quality and 
they maintain extensive experimental 
centres and elaborately equipped labo
ratories for this purpose, which their 
experts are putting to invaluable use 
in the interests of the future of India's 
leaf tobacco industry. It is, I think, of 
interest to mention here that with the
development of the Nagarjunasagar i r r i 
gation project certain areas previously 
under leaf tobacco cultivation will no 
longer be suitable for this purpose. 
However, it is gratifying to note that 
our suppliers, who also export subs

tantial quantities of Indian tobacco, are 
putting the whole of their organization 
and research facilities behind efforts to 
maintain and even enhance future 
production and are working closely 
with Government to consolidate the 
position for the future. I have, as a 
result, every confidence that our leaf 
supply position will not only be safe
guarded but improved. 

I am happy to report that our long
standing policy of negotiation and col
lective bargaining with recognized 
Unions continued to contribute to our 
endeavours to put our industrial rela
tions on a sound basis, although the 
growth of dissident Unions has been a 
discouraging feature, It was this policy 
that led to the formation of the Com
mittee of Management and Union re
presentatives referred to by my prede
cessor. The deliberations of this Com
mittee in turn have resulted in long-
term Agreements now being completed 
with some of our Unions. With im
provements in our workers' emoluments 
resulting from these long-term Agree
ments, it is my earnest hope that our 
Unions will give us all their co-opera
tion to increase productivity, for it is 
only with a steady and continuing im
provement in productivity that it can 
be made possible to maintain the high 
standard of working conditions at 
which we have always aimed. 

Consistent with this policy of in
creasing productivity and improving 
efficiency, still greater concentration is 
being given to the existing training 
programmes at our factories in order 
to develop the skills and know-how of 
our employees to the best mutual ad
vantage. There is always scope for fur
ther improvement and it is hoped that, 
in this also, both employees and 
Unions, in realization of our mutual 
interests, wi l l extend their full support 
and co-operation. 

Regular training is equally valuable 
for more senior staff. This is so not 
only as far as technical skills are con
cerned but also in administration, lead
ership and management. Similarly, 
therefore we have carefully planned 
development programmes for this pur
pose incorporating courses held in our 
own management development esta
blishment, "Aldeen," here in Calcutta; 
at the Administrative Staff College in 
Hyderabad and at other Indian insti
tutions. In addition, some 12 members 
of management have been overseas for 
training during the year, of whom 8 

attended courses at our Associates' 
training centre in the United Kingdom 
and one at the Portsmouth College of 
Technology. 

Looking now to the future, I have 
already indicated the more recent pat
tern of rising sales and, given an ex
tended period free from further i n 
creases in tobacco and cigarette excise, 
I see no reason why this growth in 
volume should not be maintained. I 
have, however, made reference to ris
ing costs, not the least of which is that 
of increased cost of living which, it 
follows, must have an effect on our 
manufacturing, selling and distribution 
expenses. As emphasised, such rising 
costs can only be met with increased 
productivity which I am confident, 
given the co-operation of our work 
force and Unions, can be achieved. 

I have said earlier that I welcome 
the flexibility of the new excise struc
ture. One of my reasons for this is 
that I am sure that i t will develop the 
already intense competition between all 
manufacturers, and with the research 
and product improvements which are 
constantly engaging our attention, to
gether with developments in the fields 
of marketing and distribution, I am 
confident that your Company's brands 
wil l continue to give a good account 
of themselves. 

In the light of the results of the 
trading for the year under review, your 
Directors have felt justified in recom
mending a final dividend of 4% mak
ing a total of 9% for the year, thus 
restoring the dividend to the level of 
that for the year to 31st March 1962. 
At the same time, it is proposed to 
maintain the first interim dividend for 
the current year at 2½%. 

N B This does not purport to be a 
report of the proceedings of the 
Annual General Meeting. 
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