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Tobacco in India

Executive Summary

Legislative Factors and Economic Downturn Slow Down Volume Growth

Volume sales of tobacco in India dipped slightly in 2008, due to a combination of factors. Cigarettes registered a sharp decline in volume sales, as a result of legislative factors aimed at drastically reducing consumption. Meanwhile, in cigars and cigarillos, the impending economic downturn resulted in a small dip in sales compared to a year before. By contrast, smokeless tobacco experienced a slight spike in volume growth, as a small proportion of consumers shifted from cigarettes to smokeless tobacco. Demand for hand-made cigarettes, commonly called beedis, continued to flourish among lower- and middle-class consumers.

Government Introduces Stricter Legislation

Two key events affected the Indian tobacco industry in 2008 – the ban on smoking in public places and the drastic increase in excise duty on unfiltered cigarettes. In October 2008, the government banned smoking in all public places, including bus stops, train stations, night clubs, bars and restaurants. Unlike a similar ban imposed in 2004, the government intends to enforce the latest ban in a more efficient manner. Cigars will be particularly affected by the ban, as most consumers tend to smoke cigars in restaurants, bars and lounges. In a further bid to contain smoking, the government drastically raised the excise duty on unfiltered cigarettes, to bring them into par with their filtered counterparts. Depending upon the length of the cigarette, this involved a two- to fivefold hike in excise duty. 

ITC Ltd Remains in the Lead

ITC Ltd retained its leading position in the Indian tobacco market in 2008. Despite losing volume shares as it shut down production of its unfiltered cigarettes following the hike in excise duty, the company continued to benefit from its wide product portfolio and strong distribution network. Godfrey Phillips India Ltd was in second place, closely followed by Golden Tobacco Ltd. Godfrey Phillips India Ltd increased its volume share, as it renewed its focus on East and Northeast India. In the relatively small cigars and cigarillos, Chemon Group remained in the lead, although Godfrey Phillips India Ltd improved its volume share. In smokeless tobacco, Dhariwal Industries Ltd maintained its leadership with its flagship brand RMD Gutkha. Other prominent companies were Kothari Products Ltd and Dharampal Satyapal Ltd. 

Newsagent-tobacconists/kiosks Is the Main Distribution Channel

Newsagent-tobacconists/kiosks, or the so-called paan shops, remained the main distribution channel for cigarettes and smokeless tobacco in 2008. In a bid to attract more consumers, Godfrey Phillips India Ltd started to retail cigars through high-end newsagents in 2007. Bar-tobacconists and hotels/restaurants/bars experienced a sharp drop in cigars volume sales, following the ban on smoking in public places. By contrast, the growing trend for modern retail shopping among urban consumers allowed supermarkets/hypermarkets to gain volume shares, both in cigarettes and cigars and cigarillos.

Cigars and Cigarillos Set To Remain the Most Dynamic Sector

Cigars and cigarillos will remain the most dynamic tobacco sector over the forecast period, growing from a small base and spurred by lifestyle changes and rising disposable incomes. Young executives and middle-class consumers are expected to drive demand, as cigars become more fashionable and trendy. Smokeless tobacco is predicted to register a slowdown in consumption towards the end of the forecast period, as the government is expected to raise taxes on the products. Meanwhile, cigarettes is predicted to witness a steady increase in demand, given the addictive nature of tobacco and nicotine. Mid tar and low tar cigarettes will be the most dynamic subsectors, due to rising health awareness.

Operating Environment

Smoking Prevalence

In 2008, there were 108 million smokers in India. The male smoking prevalence stood at 25%, equivalent to 94 million men, while the female smoking prevalence stood at 4%, equivalent to 15 million women. The reason for the much higher smoking prevalence among men is that it is culturally frowned upon in India for women to smoke. The incidence of tobacco consumption, and especially smoking, is on the rise among young people and teenagers. 

Outlook

Tobacco consumption in India is widespread and an inherent tradition. In spite of the government’s implementation of various measures, including smoking bans and high tobacco product taxation, the smoking prevalence has remained more or less consistent since the 1980s. Smoking is considered to be quite fashionable, especially among young people. Most consumers of tobacco have taken up the habit before reaching the age of 18-years-old. 

The Indian Government has tried very hard to curb smoking and tobacco consumption. In October 2008, it implemented a nationwide ban on smoking in all public places. Although this affected volume sales of cigarettes to a certain extent, a small proportion of consumers shifted to other forms of tobacco consumption, such as gutka. Other smokers simply looked for alternative places to smoke. Taxes on cigarettes were also raised continuously throughout the review period. However, given the addictive nature of tobacco and nicotine, smokers simply shifted to other forms of tobacco consumption or purchased cheaper cigarettes, rather than giving up cigarette smoking altogether. Besides these measures, numerous anti-tobacco lobbies are working to try and curb tobacco consumption. 

While smoking has always been socially acceptable in India, the bulk of it is done in the form of beedis. With rising disposable incomes, however, consumers are expected to shift to cigarettes. Cigarettes are considered to be fashionable and young executives smoke them to fit in with their peer group. With rapid urbanisation and increasingly hectic and stressful lifestyles, smoking is seen as a way to relieve stress.

More and more Indian women are taking up smoking. Most female smokers live in rural areas and either smoke beedis or consume other forms of tobacco. With rising financial independence and increased exposure to Western culture, greater numbers of women living in urban areas are expected to take up smoking over the forecast period. This is despite the fact that smoking among women is culturally frowned upon in India. 

Nicotine replacement therapy (NRT) products are available in India, but have not been very successful in encouraging people to give up smoking. In early 2008, Pfizer launched Champix at the cost of Rs12,000 for a course of 12 weeks. The high price tag puts the product out of reach for most Indian consumers. NRT products are not available over-the-counter in India, making it compulsory for a smoker to visit a doctor and get a prescription. Most smokers are unwilling to do this, as they feel it portrays them as weak. 

Table 1
Smoking Prevalence in Population 2003-2008

%


2003
2004
2005
2006
2007
2008

Total Adult Population
14.5
15.2
14.7
14.7
14.9
14.9

Adult Male Population
25.1
25.8
25.0
25.1
25.1
25.2

Adult Female Population
3.3
3.9
3.7
3.9
4.2
4.2

Source:
Euromonitor International from national statistics

Note:
Definition of adult smokers:
daily smokers who are older than the minimum legal smoking age in the country

Table 2
Number of Smokers by Gender 2003-2008

'000


2003
2004
2005
2006
2007
2008

Total No of Smokers
93,967.8
100,566.9
99,326.5
102,184.8
105,908.0
108,241.0

No of Female Smokers
10,342.0
12,681.5
12,258.0
12,986.3
14,533.6
14,657.6

No of Male Smokers
83,625.8
87,885.4
87,068.5
89,198.5
91,374.5
93,583.4

Source:
Calculated using above % prevalence and Euromonitor International country population data

Death by Cause

Tobacco is the most common preventable cause of death in India. According to the Ministry of Health, it is estimated that tobacco kills around 950,000 people every year. According to a study published in the New England Journal of Medicine, tobacco will account for one million deaths in India by 2010. Coronary complications and cancer are the two main tobacco-related diseases in the world. It is estimated that approximately 75% of cancer deaths in India each year are attributable to oral cancer alone. Additionally, India accounts for 90% of all oral cancer cases in the world, reaffirming the fact that most of the tobacco consumption in India is via chewing tobacco. Furthermore, according to the Epidemiological Research Centre of India, 75% of tuberculosis cases and 50% of tuberculosis deaths in India are due to smoking. 

Outlook

Incidences of lung cancer and other respiratory conditions, such as bronchitis and asthma, are expected to increase over the forecast period. Given Indians’ rising disposable incomes, more and more consumers are expected to shift from smokeless tobacco to cigarette smoking. Consequently, incidences of oral cancer related to tobacco consumption are expected to decline.

Despite growing awareness of the harmful affects of tobacco consumption and advances in medical technology, incidences of tobacco-related illnesses and deaths are expected to increase. Given India’s inadequate health infrastructure, advances in medical treatment are unlikely to reach low-income and rural dwellers. The World Health Organization predicts that by 2025, 13% of all deaths in India will be due to tobacco consumption, which will be higher than in any other country in the world. 

Table 3
Death by Cause 2004-2006

Per 100,000 inhabitants


2004
2005
2006

Deaths from heart disease
39.48
38.93
39.32

Deaths from lung cancer
37.27
37.77
38.15

Source:
Euromonitor International from WHO/OECD/national statistics

The Role and Effect of Cannabis/marijuana

Cannabis has been cultivated in India since ancient times. Initially, it was cultivated as a food and fibre crop, but illegal cultivation has become a major problem. Cannabis crops are grown abundantly in the Western Himalayas and Kerala. Himachal Pradesh appears to be a centre for the illegal cultivation and international trafficking of cannabis. Most of the cannabis trafficked within India is smuggled from Nepal and destined for export. 

The prevalence of cannabis use in India has never been statistically determined. According to a report published by the Indian Ministry of Social Justice and Empowerment and the UN Office on Drugs and Crime, there were approximately nine million cannabis users in the country in 2001. A derivative of cannabis, bhang, is also widely used in India, especially during certain religious rituals and festivals. 

In 2002, to curb the illegal trade in cannabis, the Indian authorities established an aerial/satellite-based system for monitoring both legal and illicit cultivation nationwide. India’s Narcotics Control Bureau is also involved in the fight against the illegal cultivation and trafficking of cannabis. One of the major uses of legal marijuana is for medical purposes. 

Given that marijuana consumers tend to mix the drug with tobacco for RYO cigarettes, and since most of such use is illegal, it difficult to document and assess the impact of marijuana consumption on the Indian tobacco market. In general, the vigilance of the drug control authorities is increasing and it is believed that the incidence of marijuana usage is on the decline. 

Legislation

Legislative Overview/FCTC Ratification

The Indian Government has one of the toughest anti-smoking policies and regulations in the world. Besides being one of the first countries to ratify the global FCTC framework in 2004, India was already one step ahead, having enacted and passed the Tobacco Control Act 2003 and the Cigarettes and Other Tobacco Products (Prohibition of Advertisement and Regulation of Trade and Commerce, Production, Supply and Distribution) Act on 18 May 2003 – COTPA 2003. In addition to strict government policies, social smoking is becoming less tolerated. Several non-government organisations and civil societies form a strong anti-smoking lobby and act as pressure groups for enacting new legislation and enforcing existing legislation. Some of these key organisations include the National Organisation for Tobacco Eradication (NOTE), the Indian Society Against Smoking (ISAS) and the International Coalition Against Tobacco (ICAT). However, Indian policies and regulations are difficult to enforce, given the country’s huge population and the overall lax enforcement culture.

India has a very wide spectrum of tobacco in comparison with other countries. Health problems need to be addressed and policies developed with the help of local research on tobacco control. For example, the country has a high prevalence of tuberculosis-related deaths from smoking compared with developed countries, which have eliminated tuberculosis. Most Indian public campaigns focus on smoking and cancer, and there is a need to focus more on tuberculosis. Another area where policies need to change is in terms of targeting women in anti-smoking campaigns. Although the female smoking prevalence in India is lower than in other countries, chewing tobacco (gutka) usage is high among women. The risk of the habit needs to be emphasised and more campaigns targeting women and gutka usage developed. 

In February 2001, the Ministry of Health and the World Health Organization (WHO) set up the National Tobacco Control Cell (NTCC) to focus on tobacco control. The Ministry of Health and Family Welfare has taken a proactive stand on tobacco control and has opened 13 Tobacco Cessation Clinics all over India.

Outlook

The Indian Government remains firmly committed to its goal of reducing tobacco consumption in the country. In an effort to achieve this goal, it will continue to raise taxes on tobacco products, legislate against smoking in public places and fund health awareness campaigns to make people aware of the dangers of tobacco consumption. It will also continue working to ensure that the regulations outlined under the FCTC are adhered to. Despite the government’s intentions, however, it is likely that efforts to reduce tobacco consumption will continue to be hindered by poor enforcement of anti-tobacco laws, particularly the widespread failure to penalise retailers who sell tobacco products to under 18-year-olds.

Pictorial warnings on packaging were made compulsory from 2008. However, due to lobbying by cigarette companies, implementation was delayed. The final touches are being made to the ruling, with implementation expected by mid-2009. 

Country-specific Legislation

In India, tobacco is classified as a product that is “injurious to health”. As a result, production is highly regulated. This is in accordance with Article 47 of the Constitution of India, which refers to the state’s duty to improve public nutrition and living standards, and endeavour to bring about the “prohibition of consumption (except for medicinal purposes) of intoxicating drinks and/or drugs which are injurious to health”. Tobacco control is a priority social policy for India. The country played a leading role in the development of the FCTC and, partly as a result of this, promulgated a comprehensive Tobacco Control Act 2003. India has a long tradition of tobacco control research, activism and legislative processes. States such as Delhi and Goa have created their own tobacco control laws, and several courts such as the Kerala High Court and even the Supreme Court, have given momentous decisions in favour of tobacco control policies. Many states have moved to ban the industrial smokeless tobacco product, gutka, but this was not upheld by courts. 

The contents of COPTA 2003 are very similar to those contained in the FCTC, with added clauses prohibiting the sale of tobacco products to under 18-year-olds and within 100 yards of educational institutions. The act includes provisions for the imposition of fines of up to Rs200 for offences relating to smoking in public places and the sale of tobacco products to minors. Towards the end of the review period, the University Grants Commission (UGC) directed universities across India to take immediate steps to prohibit the sale of cigarettes and other tobacco products within a 100 yard radius of their campuses.

On 31 May 2005, the Ministry of Health amended the rules of the Tobacco Control Act 2003 to ban the display or use of tobacco products in movies and TV programmes. To prevent minors from easily accessing tobacco products, the amended legislation also bans the sale of tobacco products through vending machines, the sale of tobacco products by minors and the display of tobacco products at point-of-sale locations. Moreover, to prevent violations, the amendments clearly define what constitutes indirect advertising of tobacco products. The amended legislation came into force on 1 January 2006. It is now illegal for any individual or character in a movie or TV programme to display or use cigarettes and other tobacco products, although there are some exemptions. All forms of indirect advertising of tobacco products are also prohibited, including the association of individual tobacco brands with other goods, services and events.

In May 2004, the Ministry of Health enacted a law banning smoking in public places. However, this law failed, as it was adopted by only a few states and enforcement was weak. In October 2008, the law was re-enacted all over India. The list of places where smoking is prohibited was extended to include bus stops, train stations, night clubs, bars and restaurants. The fine for a person caught committing an offence is Rs200, often a day’s salary in India. 

Minimum Legal Smoking Age

Under COTPA 2003, it is illegal in India to sell tobacco to under 18-year-olds. According to a UGC directive, selling tobacco products within a 100 yard radius is also illegal. A fine of Rs200 is leviable for selling tobacco to under 18-year-olds. However, despite strict regulations, enforcement is very weak. Most retailers do not ask for age verification, and vigilance or inspection by authorities is very poor. 

Tar Levels

Tar levels for high tar cigarettes in India vary from 12.80 mg to 21.39 mg, and for low tar cigarettes from 5.12mg to 5.46mg. Since 2006, according to the Cigarettes and Other Tobacco Products (Packaging And Labelling) Act, tobacco companies have not been allowed to label cigarettes as “light”, “mild”, “low tar”, “slim” or “safe”. However, since May 2007, it has been mandatory for all tobacco manufacturers to mention the percentage of nicotine in their products. 

The regulation concerning the labelling of cigarettes is only weakly enforced. Brands such as Marlboro Lights and Wills Classic Milds still carry the banned labelling. 

High tar brands continued to dominate cigarettes in 2008, accounting for 99% of volume sales. Indian smokers traditionally prefer strong cigarettes and the popularity of high tar brands is in keeping with the widespread consumer preference for chewing tobacco products, which have a very strong taste. Nevertheless, mid tar and low tar cigarettes posted strong volume growth during the review period, albeit from a very low base. Mid tar and low tar brands are more expensive than high tar brands, which limits demand to larger urban centres, where disposable income levels are higher. There is a general perception that mid tar and low tar brands carry less of a health risk than high tar brands. This makes them attractive to new smokers, particularly women. There is no demand for ultra low tar cigarettes in India, and volume sales remained negligible in 2008. 

Outlook

Efforts to reduce the nicotine and tar content of cigarettes in India are ongoing. During the review period, some success was achieved via the use of special fertilisers and new techniques in tobacco leaf cultivation.

According to the Central Tobacco Research Institute (CTRI), tar and nicotine levels in Indian cigarettes dropped by approximately 10% during 2005-2006. The average tar content in a regular 66mm cigarette fell from 17mg to 16mg, while the average nicotine content fell from 2mg to 1.5mg. However, India still has some way to go before it reaches the average EU standard of 10mg of tar and 1mg of nicotine per cigarette. 

There is no legislation in India limiting the tar levels in cigarettes. However, the government is expected to take an increasingly strict approach towards eradicating cigarette smoking in the country. In line with this, limits on tar levels may be enforced towards the end of the forecast period. However, even if this does happen, Indian consumers are expected to stick to high tar cigarettes, due to their preference for strong nicotine tastes. In 2013, high tar cigarettes are still expected to account for 99% of volume sales. 

Although mid tar and low tar cigarettes will continue to account for only a small percentage of volume sales over the forecast period, they are expected to post more dynamic volume growth than high tar cigarettes. In light of growing health awareness, Indian smokers increasingly believe mid tar and low tar cigarettes to be less harmful than high tar brands. Lower tar cigarettes are especially attractive to female smokers and new smokers. Furthermore, rising disposable incomes will also make mid tar and low tar cigarettes affordable to the average Indian consumer. As a result, volume sales of mid tar and low tar cigarettes are expected to grow by 47% and 34%, respectively, over the forecast period. 

Health Warnings

In 2006, amendments to the Cigarettes and Other Tobacco Products (Packaging And Labelling) Act by the Ministry of Health made it mandatory for all tobacco manufacturers to display graphic written and pictorial health warnings on their products from June 2007 onwards. Packaging for all tobacco products sold in India must feature a skull and crossbones symbol or a picture showing the damage that smoking can do to the human body. The aim of such pictures (cancerous lungs, rotting teeth and diseased throats) is to add “shock value”, in order to make smokers quit. Packaging must also carry written warnings in local languages, such as “Tobacco causes a slow and painful death”. These warnings must occupy at least 50% of the front and back covers of cigarette packs. Additionally, all cigarette packs are required to carry the statutory warning “Cigarette smoking is injurious to health”. The use of graphic images and the skull and crossbones symbol on packs is explained by the fact that many tobacco users in India are illiterate, particularly low-income consumers and rural dwellers.

India’s tobacco lobby voiced its displeasure to the government concerning the implementation of the new rules. Manufacturers feared that such gory images would simply scare smokers off altogether and cause a drastic decline in sales. As a result of this, implementation of the rule was delayed. In February 2008, the Ministry of Health amended the rules to make the graphic warnings less vivid. According to the new directions on pictorial health warnings, all tobacco packets sold in India will carry one of two mild images to deter people from smoking – a scorpion sign depicting cancer or an X-ray plate of a man suffering from lung cancer. The written warnings in local languages will occupy only 30%-40% of the front and back covers of cigarette packs, compared with the previous 50%. In spite of the amendments, there is some lingering controversy on the exact nature of the graphic images. At the end of the review period, cigarette packs in India were still sold with only the statutory warning. 

Outlook

Cigarette companies and other tobacco companies have agreed to implement the new guidelines, once finalised, by mid-2009. 

The Ministry of Health believes that graphic pictures showing the negative effects of tobacco use on the human body are an important tool in reducing consumption. As in other countries, however, the extent to which such images influence the behaviour of tobacco users is questionable. While they appear shocking at first, consumers inevitably grow accustomed to them. The “shock value” they provide cannot really contend with the strength of an addiction to nicotine. Consequently, they have only a marginal influence in terms of reducing consumption.

The implementation of graphic warnings is expected marginally to raise the prices of tobacco products. Tobacco companies have claimed that printing pictures on their packs will require additional machinery and more advanced technology, which will have to be imported from abroad. 

Duty Paid Packet Marks

It is mandatory for all tobacco products sold in India to carry a maximum retail price, as well as a duty paid packet mark. 

Advertising & Sponsorship

In a bid to reduce tobacco consumption, India has one of the toughest legislative measures concerning advertising of tobacco products. According to COPTA 2003, all forms of tobacco advertising, in all types of media (television, radio, outdoor or press), have been banned since 1 May 2004.

Promotional measures became tighter during the review period. From 2 October 2005, it was no longer possible for any person, individual or character in the cinema or on television programmes to display cigarettes and other tobacco products or their use, except for certain exemptions provided under COPTA 2003. Indirect advertising also remained prohibited. 

Not only direct advertising, but also all surrogate measures, are prohibited in India. The law prohibits the use of a brand name of any tobacco product for marketing, promotion or advertisement of any other goods, services and events. According to this directive, Godfrey Phillips India Ltd had to rename its “Red and White Bravery Awards” (which were named after one of its prominent brands, Red & White) as the Godfrey Phillips Bravery Awards. ITC Ltd had to withdraw the Wills name from its venture into apparel retailing. This was perceived as a surrogate advertising attempt to promote cigarettes, and was disallowed. 

The clampdown on tobacco advertising prompted some companies to develop more creative marketing strategies. Golden Tobacco Ltd, for example, launched Chancellor XP in 2005, a cigarette brand positioned as the choice of India’s information technology workers. While the “XP” in the brand name ostensibly refers to its “extra premium” status, it is also intended as a subtle reference to the well-known Microsoft operating system, Windows XP. To reinforce the association with India’s information technology professionals, the company added the tagline “Luxury blend – for the finest minds in India”.

Under FCTC rules, tobacco products can only be advertised at point-of-sale locations, and even here, there are restrictions in India on the size, content and number of advertisements. Only two advertising boards measuring three feet by two feet can be displayed at point-of-sale locations, and the boards cannot be backlit or illuminated. Mandatory warnings such as “Cigarettes will not be sold to persons below 18 years of age” and “Usage of tobacco products is injurious to health” must be displayed at all point-of-sale locations for tobacco products. These restrictions allow retailers to command huge premiums from tobacco companies in exchange for advertising space. Shelf space is also sold at premium prices, in both retail outlets and kiosks operated by street vendors. A number of tobacco companies hold exclusive contracts with retailers to ensure that their brands are allocated the most visible shelf positions, and stacked so that the front of the pack (and the brand name) are facing outwards instead of sideways.

Smoking in Public Places

Smoking in public places was first banned in India in May 2004. The ban covered smoking in auditoriums, hospitals and other healthcare institutions, amusement centres, restaurants, public offices, educational institutions, libraries and other buildings visited by the general public. However, the rule was commonly flouted and the ban had virtually no effect on sales. In October 2008, the government re-enforced the ban, to include a wider range of non-smoking places such as night clubs and to ensure that it is enforced in a better manner. The onus to adhere to the ban is not only placed on smokers, but also on owners and managers, who must prominently display messages stating that smoking is an offence in the buildings for which they are responsible. Hotels and restaurants with more than 30 rooms, or seating capacity for more than 30 people, have to provide separate smoking and non-smoking zones. Offenders face a fine of up to Rs200. The only places where people are allowed to smoke are inside their own homes and in open spaces. 

Outlook

While the new ban on smoking in public places has not had its intended effect in drastically reducing tobacco consumption, it has been reasonably successful in curbing smoking in night clubs, restaurants and bars. As a result, consumption of cigarettes and cigars has been affected, albeit to only a small extent. However, industry sources believe that the ban will lead to a change in consumption patterns, prompting people to shift to smokeless tobacco, and causing a further decline in cigarettes volume sales. 

The ban is expected to cause only a small decline in volume sales of cigarettes and cigars. Establishments such as restaurants, night clubs and bars are expected to respond by building smoking rooms on their premises. However, if enforcement becomes stricter or fines are raised, volume sales could be considerably reduced. 

Litigation

In April 2008, the National Organisation for Tobacco Eradication (NOTE) filed a litigation in the High Court of Bombay against actor Amitabh Bachchan, for smoking on screen in one of his movies. The actor was shown smoking a cigar in the movie “Family”, in gross violation of the rule prohibiting on-screen smoking. Hoardings and posters used for the movie’s promotion also showed the actor smoking. Following the litigation, the producers of the movie promptly responded by pulling down the illegal hoardings and replacing them with new ones. 

Also in 2008, there was a public outcry against Shah Rukh Khan, another prominent film actor, for being caught smoking on national television during a cricket match. The incident occurred during the Indian Premier League cricket tournament, when Shah Rukh Khan was clearly caught by cameras, while smoking in the stands. Following this, the Union Health Minister, Dr A Ramadoss, publicly appealed to all film personalities to refrain from smoking while in public. 

Taxation and Duty Levies

Tobacco is one of the most highly taxed markets in the Indian economy. Despite the fact that it represents a relatively small share of overall tobacco consumption, cigarettes has traditionally been the main target for taxation. During the review period, for example, tobacco products accounted for approximately 7% of total excise collection in India. However, 85% of all taxes collected from the tobacco market came from cigarettes, which accounted for only 15% of overall consumption in volume terms.

Cigarettes are charged a basic excise duty, as well as an additional excise duty (AED) on every 1,000 sticks produced. The Indian Government raises the excise duties levied on cigarettes almost every year. By contrast, beedis, gutka and other forms of chewing tobacco attract much more lenient taxation structures, primarily because of the large number of Indians employed in their production. 

In 2007, Section 14 of the Central Sales Tax Act (CST) and Schedule II of the Additional Excise Duties Act were amended, thereby enabling Indian states to levy VAT on tobacco products at a rate in excess of 4%, from 1 April 2007. According to the agreement reached between the states and the central government through the Empowered Committee, a uniform rate of 12.5% was agreed upon. In addition to VAT, the industry experienced a 5% hike in excise duties and 1% of Education Cess already imposed on cigarettes in the 2007 Union Budget. The collective effect of VAT and excise duty increases resulted in one of the highest ever tax burdens (approximately 20%) on the cigarettes industry in 2007.

In December 2007, the Indian Government (Central Board of Excise and Customs) introduced a lump-sum tax scheme for paan masala and gutka manufacturing units, under which these can deposit up to Rs1 million a month as tax per packaging machine – a move aimed at checking tax evasion. The manufacturers of gutka would be required to pay Rs1 million as duty per month on every machine churning out pouches with a retail price of up to Rs1.50. Similarly, for manufacturers of paan masala, the duty on every manufacturing machine has been fixed at Rs1 million. If the manufacturer opts for the scheme, there will be no inspection or search of the factory. This initiative is meant to reduce tax evasion, by preventing companies from pricing products at very low prices in order to increase overall consumption. 

Outlook

During the Union Budget for the fiscal year 2008-2009, the Indian Government drastically raised the excise duty on unfiltered cigarettes, while keeping the duty for filtered cigarettes unchanged. The excise duty on unfiltered cigarettes of less than 60mm in length increased by nearly five times to Rs819 per 1,000 sticks, compared with Rs168 per 1,000 sticks in 2007. Similarly, the excise duty for unfiltered cigarettes of 60-70mm in length increased by almost two and a half times to Rs1,323 per 1,000 sticks, compared with Rs546 per 1,000 sticks in 2007. The government imposed an additional duty on unfiltered cigarettes because they are considered to be more harmful than filtered ones.

The hikes in excise duty are causing a shift in consumption patterns. Companies are being forced to pass on the excise burden to consumers. With most consumers of unfiltered cigarettes being those from the lower-income classes, the price increases are hitting them hard and forcing many to switch to beedis, gutka and other forms of chewing tobacco. This contradicts the government’s efforts, as beedis and chewing tobacco are known to be more harmful than cigarettes. Consumers are also expected to shift to illicit cigarettes, which are much cheaper as a result of tax evasion.

Future hikes in excise duties on cigarettes are expected to be less severe. Given the government’s intention to improve public health, it is expected to focus on increasing taxes on beedis and chewing tobacco. However, this is bound to meet with strong criticism from the relevant lobbies, citing the thousands of jobs that will be lost as a result of tax hikes. 

Table 4
Taxation and Duty Levies: Cigarettes 2003-2008

Excise tax, including AED (Rs per 1,000 sticks)


2003
2004
2005
2006
2007
2008

Unfiltered







- <60 mm
132
138
150
160
168
819

- 60-70 mm
449
459
495
520
546
1,323

Filtered







- <70 mm
667
683
740
780
819
819

- 70-75 mm
1,087
1,112
1,200
1,260
1,323
1,323

- 75-85 mm
1,449
1,479
1,595
1,675
1,759
1,759

- >85 mm
1,777
1,816
1,960
2,060
2,163
2,163

Source:
Official statistics (Tobacco Board – Ministry of Commerce), Trade associations (Tobacco Institute of India)

Note:
AED denotes additional excise duty

Production/imports/exports

Tobacco is one of the principal cash crops of India. The country is the third largest producer and the fourth largest exporter of raw tobacco in the world. Andhra Pradesh and Karnataka are the two principal tobacco growing states. A substantial part of India’s rural economy is dependent on tobacco cultivation. It is estimated that there are about five million farmers engaged in tobacco cultivation, with an additional 30 million people dependent on the processing and production of tobacco products such as beedis. The rich and varied Indian geographic and agroclimatic conditions foster the consistent availability of a wide range of tobacco for export all through the year. In 2008, India produced approximately 750 million kg of raw tobacco. Although the bulk of tobacco exports are in the form of raw tobacco, the country also exports cigarettes, beedis, chewing tobacco and hookah (a tobacco-smoking device) paste. 

Due to a global shortfall in production, Indian tobacco was very much in demand in 2008. Major players, including Philip Morris International Inc, British American Tobacco Plc and Japan Tobacco Inc, flocked to the country to meet their needs. Brazil, one of the highest tobacco producing nations in the world, faced a shortage in production due to unfavourable weather conditions. Production in Zimbabwe fell from an average annual output of 250 million kg to just 60 million kg. Similarly, European countries faced a decline in production due to the implementation of the FCTC, which imposed limits on the amount of tobacco produced. Although India has ratified the FCTC, its rules and limits are commonly broken. In effect, this led to a sharp rise in demand for Indian tobacco, which in turn raised prices. For example, the average price for Flue Cured Virginia tobacco was Rs150 per kg in 2008, compared to Rs65 per kg in 2007.

Exports of Indian tobacco increased by 13% in 2008. This generated foreign exchange revenue of Rs24.3 billion, compared to Rs15.1 billion in 2007. Cigarette exports also increased by a substantial 18%. India’s primary cigarette export countries remain the United Arab Emirates, the US, Romania, Saudi Arabia and Iraq. 

The Indian Government provides various subsidies to tobacco farmers for buying equipment, fertilisers, pesticides and developing irrigation facilities. Towards the end of the review period, tobacco farmers and the Tobacco Board of India called on the government to attract foreign direct investment in the country’s tobacco processing and cigarette manufacturing. They claim that this is necessary to ensure that Indian raw tobacco prices remain competitive on the international stage, as well as to ensure fair prices for domestic farmers. The Tobacco Board of India is contemplating establishing a cigarette company in Russia, which is a major importer of tobacco from India. It plans to set up a joint venture with Russia, with the support of ITC Ltd, and aims to insist on the use of only Indian tobacco.

Table 5
Trade Statistics – Cigarettes 2003-2008

Million sticks


2003
2004
2005
2006
2007
2008

Production
93,000
94,860
98,500
99,215
108,242
95,982

Import
60
71
80
90
109
90

Export
1,900
2,014
2,115
2,090
2,544
3,010

Source:
Euromonitor International estimates

Beedis

The Indian beedis industry is huge, and worth around Rs200 billion. Beedis, put simply, are mixture of blended tobacco, wrapped in tendu leaves, cut to size, tied up with a thread and roasted in an oven to remove moisture. It is estimated that more than 800 billion beedis are sold each year. In addition to domestic consumption, beedis have a large export demand, as they are popular in Southeast Asia, the US and Canada. 

Although beedis contain a lower quantity of tobacco than cigarettes, the tobacco is much more harmful (unlike cigarettes manufactured from Flue Cured Tobacco, beedis are manufactured from sun-dried flake tobacco).

The Indian beedis industry is highly fragmented, and there are regional players catering for their respective categories. There is no one major beedis player and no single player holds more than 2-5% of volume sales. While beedis has national consumption, the key production areas are in the west (Gujarat and Maharashtra) and south (Nipani in Karnataka and parts of Andhra Pradesh) of India. Not surprisingly, these regions have a higher number of smaller brands. 

The top beedis brands are 502 Pataka and 501 Ganesh (each estimated to hold close to a 2% volume share). Other strong regional brands are Dinesh in South India, Taj in North India, and Howrah in East and Northeast India. A plethora of other small brands exists, such as Ganga, Kisan and Gai chaap. 

The most popular product is the soft pack, which has 25 beedis per pack (prices range from Rs2.5 per 25 sticks to Rs5 per 25 sticks). Larger packs are also available (20 units or 500 beedis per carton), although these are for distributors. Most consumers of beedis are very poor, and find it difficult to spare more than Rs5 per purchase every two to three days. For export grade, packs are of higher quality – hard packs or plastic packs in hard outer cartons, with better printing and sealing. 

The beedis industry is faced by a myriad of issues. Although it employs approximately five million workers, there are rampant cases of exploitation of workers, poor working conditions and child labour. The government bans on tobacco promotion and smoking in public places are putting the industry under severe pressure. Along with rising input costs and labour issues, taxes have virtually removed all possibilities for profitability. While large cigarettes manufacturers pass on the tax burden to the consumer, beedis manufacturers cannot do this because of the price sensitivity of the target consumers.

The Indian Government has always been lenient on beedis producers when it comes to taxation and legislative measures. This is due to the fact that beedis are mainly produced by small-scale operators and cottage industries. The fear is that high levels of taxation would affect the livelihood of a substantial number of low-income workers, particularly in rural regions. The vast majority of these workers are women and children, who are exposed to a number of health risks. Beedis production is predominantly home-based, taking place mostly in small, dark, poorly ventilated rooms. Accordingly, the most significant health risk is prolonged exposure to, and inhalation of, tobacco dust. 

As beedis are usually smoked by low-income earners, for whom access to healthcare services is very limited, it is believed that such smokers are 40% more likely to develop cancer, respiratory illnesses or other smoking-related diseases than cigarette smokers. Beedis contain far more ammonia, carbon monoxide and nicotine than cigarettes. This is one of the main arguments against the disproportionate taxation of cigarettes – while cigarettes undoubtedly contribute to smoking-related diseases, the cost to the Indian healthcare system of treating cigarette smokers is far lower than that of treating beedis smokers.

Some companies have tried to produce less harmful products. Dalmia Consumer Care introduced a herbal beedis, which claimed to contain no tobacco and only herbal extracts as an alternative to harmful tobacco. Such products have seen limited success, since beedis customers like the strong taste of unfiltered tobacco. As a result, the health risk from beedis remains strong. 

Market Indicators

Table 6
Illicit Trade Estimate 2003-2008

million sticks


2003
2004
2005
2006
2007
2008

Legal sales
94,493.9
96,494.0
96,885.2
97,215.2
95,946.8
93,062.7

Illicit trade
14,040.0
16,146.0
18,406.4
20,905.5
23,832.3
27,883.8

% penetration of
12.9
14.3
16.0
17.7
19.9
23.1

    illicit trade







Actual consumption
108,533.9
112,640.0
115,291.6
118,120.7
119,779.0
120,946.5

Source:
Official statistics, trade associations, trade press, trade interviews, Euromonitor International estimates

Market Data

Table 7
Sales of Tobacco by Sector: Volume 2003-2008


2003
2004
2005
2006
2007
2008

Cigarettes (million
94,493.9
96,494.0
96,885.2
97,215.2
95,946.8
93,062.7

    sticks)







Cigars (million units)
3.9
4.8
5.9
7.5
9.5
11.9

Smoking tobacco (tonnes)
-
-
-
-
-
-

Smokeless tobacco
454,821.1
484,384.4
506,181.7
539,083.6
566,037.7
600,000.0

    (tonnes)







Tobacco (not calculable)
-
-
-
-
-
-

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 8
Sales of Tobacco by Sector: Value 2003-2008

Rs million


2003
2004
2005
2006
2007
2008

Cigarettes
137,868.3
144,391.0
150,990.5
160,288.2
170,971.4
178,724.3

Cigars
1,311.0
1,656.1
2,040.3
2,654.0
3,440.3
4,341.1

Smoking tobacco
-
-
-
-
-
-

Smokeless tobacco
170,970.3
185,502.8
197,560.4
214,353.1
229,357.8
246,559.6

Cigarettes including
137,868.3
144,391.0
150,990.5
160,288.2
170,971.4
178,724.3

    RYO cigarettes







Tobacco
310,149.6
331,549.8
350,591.2
377,295.2
403,769.6
429,625.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 9
Sales of Tobacco by Sector: % Volume Growth 2003-2008

% volume growth


2007/08
2003-08 CAGR
2003/08 TOTAL

Cigarettes
-3.0
-0.3
-1.5

Cigars
24.3
24.9
204.1

Smoking tobacco
-
-
-

Smokeless tobacco
6.0
5.7
31.9

Tobacco
-
-
-

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 10
Sales of Tobacco by Sector: % Value Growth 2003-2008

% current value growth


2007/08
2003-08 CAGR
2003/08 TOTAL

Cigarettes
4.5
5.3
29.6

Cigars
26.2
27.1
231.1

Smoking tobacco
-
-
-

Smokeless tobacco
7.5
7.6
44.2

Cigarettes including RYO cigarettes
4.5
5.3
29.6

Tobacco
6.4
6.7
38.5

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 11
Forecast Sales of Tobacco by Sector: Volume 2008-2013


2008
2009
2010
2011
2012
2013

Cigarettes (million
93,062.7
92,179.2
93,150.3
94,606.0
96,567.3
99,073.3

    sticks)







Cigars (million units)
11.9
14.5
17.4
20.3
23.3
26.3

Smoking tobacco (tonnes)
-
-
-
-
-
-

Smokeless tobacco
600,000.0
630,000.0
652,050.0
671,611.5
685,043.7
695,319.4

    (tonnes)







Tobacco (not calculable)
-
-
-
-
-
-

Source:
Official statistics, trade associations, trade press, company research, trade interviews, Euromonitor International estimates

Table 12
Forecast Sales of Tobacco by Sector: Value 2008-2013

Rs million


2008
2009
2010
2011
2012
2013

Cigarettes
178,724.3
179,007.3
181,381.9
185,642.7
191,926.6
200,411.3

Cigars
4,341.1
5,296.4
6,421.3
7,671.3
9,028.3
10,371.3

Smoking tobacco
-
-
-
-
-
-

Smokeless tobacco
246,559.6
257,654.8
267,961.0
276,803.7
283,170.2
288,267.3

Cigarettes including
178,724.3
179,007.3
181,381.9
185,642.7
191,926.6
200,411.3

    RYO cigarettes







Tobacco
429,625.0
441,958.5
455,764.2
470,117.6
484,125.1
499,049.9

Source:
Official statistics, trade associations, trade press, company research, trade interviews, Euromonitor International estimates

Table 13
Forecast Sales of Tobacco by Sector: % Volume Growth 2008-2013

% volume growth


2012/13
2008-13 CAGR
2008/13 TOTAL

Cigarettes
2.6
1.3
6.5

Cigars
13.0
17.3
122.0

Smoking tobacco
-
-
-

Smokeless tobacco
1.5
3.0
15.9

Tobacco
-
-
-

Source:
Official statistics, trade associations, trade press, company research, trade interviews, Euromonitor International estimates

Table 14
Forecast Sales of Tobacco by Sector: % Value Growth 2008-2013

% constant value growth


2008-13 CAGR
2008/13 TOTAL

Cigarettes
2.3
12.1

Cigars
19.0
138.9

Smoking tobacco
-
-

Smokeless tobacco
3.2
16.9

Cigarettes including RYO cigarettes
2.3
12.1

Tobacco
3.0
16.2

Source:
Official statistics, trade associations, trade press, company research, trade interviews, Euromonitor International estimates

Definitions

This report analyses the market for tobacco in India. For the purposes of the study, the market has been defined as follows:

· Cigarettes

· Cigars and cigarillos

· Smoking tobacco

· Smokeless tobacco

Explanations of Indian words and/or terminology used in this report are as follows:

· Beedis: cheap hand-rolled cigarettes made from lower-quality smoking tobacco and usually consumed by low-income smokers and rural dwellers;

· Bhang: a derivative of cannabis widely used in India, especially during certain religious rituals and festivals;

· Chillum: a conical pipe used for tobacco smoking, usually made from clay, glass or the horn of a cow;

· Gudaku: smoking tobacco consumed via a hookah/sheesha or chillum;

· Gutka: a mixture of tobacco, areca, catechu, betel nut, lime and sometimes mint, usually consumed by chewing;

· Hookah: a single or multi-stemmed water pipe device, usually glass-based, which is used for smoking tobacco; 

· Khaini: powdered tobacco mixed with lime paste, sometimes used with areca nut, usually consumed by chewing;

· Mawa: dried tobacco leaves, mixed with fenil seeds;

· Paan: a betel nut leaf, which contains chewing tobacco and areca nut;

· Paan shop: small kiosks run by independent retailers, which mainly sell tobacco products and a few confectionery and bakery items;

· Sheesha: a blend of fresh dark tobacco leaves, fruit pulp, honey or molasses and glycerine – the word can also refer to the water pipe device used to smoke this kind of tobacco;

· Tendu leaves: the leaves of the Coromandel Ebony plant, commonly used to wrap smoking tobacco in the production of beedis;

· Zarda: tobacco leaf boiled with spices and then dried, usually consumed by chewing.

Summary 1
Research Sources

	Official Sources
	Directorate General of Commercial Intelligence & Statistics

	
	Jitendra sales corp

	
	Ministry of Finance - Union Budget

	
	Ministry of Health

	
	Tobacco Board - Ministry of Commerce

	
	United States Department of Agriculture (USDA) Foreign Agricultural Service (FAS)

	
	World Health Organization

	Trade Associations
	Tobacco Institute of India

	Trade Press
	Business Standard

	
	Business2media

	
	Domain-b

	
	Economic Times

	
	Financial Express

	
	India Infoline

	
	Rediff

	
	The Hindu Business Line

	
	Tobacco Control

	
	Tobacco Journal International

	
	Tobacco Reporter

	
	TobaccoAsia


Source:
Euromonitor International

Local Company Profiles - India

Godfrey Phillips India Ltd

Strategic Direction

· Godfrey Phillips India Ltd is expected to invest significant resources in marketing and distribution of cigars, in order to make them available to as many consumers as possible. Unlike Chemon Group, the company is expected to focus on the mass market. Within cigarettes, it is likely to launch more innovative cigarettes, such as those with flavours, as well as more mid tar and low tar brands. 

Key Facts

Summary 2
Godfrey Phillips India Ltd: Key Facts

	Full name of company:
	Godfrey Phillips India Ltd

	Address:
	9, Community Centre, New Friends Colony, New Delhi 110065, India

	Tel:
	+91 (11) 2683 2155, +91 (11) 2683 6468

	Fax: 
	+91 (11) 2684 0775, +91 (11) 2683 5803

	www:
	www.godfreyphillips.com

	Activities:
	Manufacture and sales of tobacco products and tea


Source:
Euromonitor International from company reports

Summary 3
Godfrey Phillips India Ltd: Operational Indicators 2005-2007

	
	2005
	2006
	2007

	Net sales
	Rs12.9 billion
	Rs14.3 billion
	Rs15.9 billion

	Net profit
	Rs636 million
	Rs598 million
	Rs881 million 


Source:
Company research

Company Background

· Godfrey Phillips India Ltd was incorporated in 1936 as a private limited company for importing cigarettes from Godfrey Phillips Ltd, UK. In 1946, it became a public limited company.

· In 1968, Godfrey Phillips India Ltd became an affiliate of Philip Morris International Inc, which acquired a stake in Godfrey Phillips Ltd, UK. In 1979, Philip Morris International Inc partnered with KK Modi Group. In 1980, KK Modi Group took over the management of Godfrey Phillips India Ltd and became a key stakeholder. 

· Godfrey Phillips India Ltd has an agreement with Altadis SA, for the import and distribution of its cigars in India. In 2007, it reached an agreement with Davidoff & Cie and later in 2008 with Genève and Villiger Söhne AG to expand their range of cigars in the country. 

· Godfrey Phillips India Ltd is mainly focused on cigarettes. Brands such as Four Square and Red & White are well known all over India. However, given the lucrative nature of cigars, the company is also improving its distribution network for cigars. 

· Godfrey Phillips India Ltd is headquartered in New Delhi and has a vast distribution network, including more than 500 distributors and one million retailers. 

Production

· Godfrey Phillips India Ltd has a stronghold in North India and West India, with a factory in each area – one in Ghaziabad (near Delhi) in North India and the other in Mumbai in West India. Since the quality of its products is a core strategic element, the company strives to provide cutting-edge manufacturing technology to ensure high-quality cigarettes. Consumers perceive Godfrey Phillips India Ltd’s cigarettes to have higher-grade tobacco and better filters, and to be safer than many others in a similar price range. This ensures brand loyalty. Both of the company’s factories are ISO certified and use modern manufacturing techniques such as Kaizen and Six Sigma for quality control.

Summary 4
Godfrey Phillips India Ltd: Production Statistics 2005-2007

	Product type
	2005
	2006
	2007

	Cigarettes
	12.1 billion sticks
	12.8 billion sticks
	13.4 billion sticks

	Cigars
	One million units
	Two million units
	Three million units


Source:
Company research

Competitive Positioning

· In 2008, Godfrey Phillips India Ltd was the second-ranked cigarettes player in India, holding a 13% volume share. This company also posted the strongest increase in its volume share, helped by the strong performance of its brands Red & White and Four Square. Originally, Godfrey Phillips India Ltd was strong only in North India and West India, but has recently started to expand into East and Northeast India in a bid to compete directly with ITC Ltd. 

· Unlike ITC Ltd, which has a diversified business ranging from tobacco to hotels to cosmetics and toiletries, Godfrey Phillips India Ltd is mostly focused on tobacco. This makes the company exceptionally vulnerable to legislative issues, such as smoking bans and excise duty hikes. Nevertheless, Godfrey Phillips India Ltd does not intend to diversify into other businesses and believes that maintaining high-quality standards will ensure a loyal following for its brands. 

· In cigars, Godfrey Phillips India Ltd is one of two main players, the other being Chemon Group. The company specialises in mass-market, machine-manufactured cigars, usually imported from Altadis SA, Davidoff and Villiger. Its most popular brands include Don Diego and Phillies. In a bid to strengthen its position in Indian cigars, the company has started to distribute its cigar brands through high-end newsagents, located in upper-class residential and commercial areas. The company retails cigars from Rs10 to Rs1,500. 

· Godfrey Phillips India Ltd is a leader in terms of innovation and shows considerable customer orientation. In 2006, in line with the growing information technology culture in India, it launched I-Gen, and positioned it as a contemporary cigarette for younger tech-savvy smokers. The new product was subsequently launched as a mild cigarette and in regular flavour, in keeping with the health-conscious younger generation’s preference for mild cigarettes. In February 2007, the company launched Stellar Slims, India’s first indigenous slim cigarette brand. The brand is positioned as a low nicotine alternative and is for more health-conscious smokers. In May 2008, Godfrey Phillips India Ltd launched a clove-based cigarette, again targeted at health-conscious smokers.

Summary 5
Godfrey Phillips India Ltd: Competitive Position 2008

	Product Type
	Volume Share
	Rank

	Cigarettes
	12.5%
	2

	High tar cigarettes
	12.6%
	2

	Low tar cigarettes
	0.2%
	3

	Cigars
	29.9%
	2


Source:
Euromonitor International estimates

Golden Tobacco Ltd

Strategic Direction

· Golden Tobacco Ltd is expected to focus more on brand building over the forecast period. This will involve carrying out more awareness campaigns for its brands in order to maintain its sales. Aside from promoting its flagship brands, Panama and Chancellor, the company is also expected to focus on its new brand, Diet Blue, and develop other healthier tobacco products. 

Key Facts

Summary 6
Golden Tobacco Ltd: Key Facts

	Full name of company:
	Golden Tobacco Ltd

	Address:
	Tobacco House, S.V. Road, Vile Parle (West), Mumbai 400056, Maharashtra, India

	Tel:
	+91 (22) 2671 5481, +91 (22) 2671 3951

	Fax: 
	+91 (22) 2671 2785

	www:
	www.goldentobacco.in

	Activities:
	Manufacture of tobacco and related products


Source:
Euromonitor International from company reports, company website

Summary 7
Golden Tobacco Ltd: Operational Indicators 2005-2007

	
	2005
	2006
	2007

	Net sales
	Rs1.9 billion
	Rs1.8 billion
	Rs2.0 billion

	Net profit
	Rs197 million
	Rs198 million
	Rs517 million

	Number of employees
	2,000
	2,000
	2,000 


Source:
Company research

Company Background

· Golden Tobacco Ltd was set up in 1930 as a private company in Mumbai by Narsee Monjee, a leading businessman. In 1970 it went public, and in 1979 it was acquired by the diversified corporate Dalmia Group. Dalmia Group holds approximately 36% of the company’s shares, with the balance owned by the general public and other financial institutions. 

· In September 2008, the company name was changed from GTC Industries Ltd to Golden Tobacco Ltd, when its retail and tobacco businesses were de-merged. The new name better reflects the company’s line of business. 

Production

· Golden Tobacco Ltd has a manufacturing facility at Vadodara, Gujarat for processing tobacco, and in Mumbai for the manufacture and packaging of cigarettes. The sophisticated manufacturing technique has made the Vadodara unit comparable with any leading tobacco processing company. This is evident in the quality and taste of the cut tobacco. 

· The Mumbai unit has a fully automated area, equipped to optimise the overall effectiveness of its equipment. The use of GD X2 packers and shrink tunnels efficiently creates superior quality, hinge lid packs. Designed by some of the most experienced engineers in the industry, the link-ups and CFC closures eliminate the chance of manual handling of the cigarettes at any stage of production.

· In keeping with its strategy of providing quality cigarettes to its national and international customers, Golden Tobacco Ltd’s Vadodara factory has implemented ISO 9001:2000. The factory is known for its good housekeeping and waste control techniques.

· Golden Tobacco Ltd has its own fully equipped printing press to produce all its packaging material under one roof. The press is equipped with Gravure and off-set printing machines, along with letterpress, punching and pasting machines.

· Golden Tobacco Ltd has a modern research and development centre, recognised by the Indian Government and Department of Science and Technology. The company continuously strives to innovate, as well as to improve the quality of its products. The research and development wing has developed its own process to expand cut rolled stems, enabling production of lower-density cigarettes, resulting in a lowering of the tar content. 

· Golden Tobacco Ltd has a well-established Tobacco Purchase Division at Guntur in Andhra Pradesh, a major Virginia tobacco growing state in India. This division ensures the procurement and processing of the correct quality of tobacco for its domestic and international markets.

Competitive Positioning

· In 2008, Golden Tobacco Ltd was the third-ranked cigarettes player in India, holding an 11% volume share. The company is exceptionally strong in economy and mid-priced cigarettes. It competes mainly by brand building, as its distribution network is less developed than that of ITC Ltd or Godfrey Phillips India Ltd. Brands such as Chancellor and Panama enjoy a strong brand recall in India and are considered to be heritage brands. Given that it cannot compete head on with ITC Ltd or Godfrey Phillips India Ltd in terms of distribution, Golden Tobacco Ltd relies on providing extremely attractive margins to retailers, to promote its new launches. 

· Golden Tobacco Ltd has a long, rich heritage of innovation. The results achieved include the launch of the first low tar nicotine cigarette, the launch of the first Indian cigarette designed especially for women (Ms brand), the introduction of the first Soft Cup in India, the launch of the first Brown Filter King cigarette in India and the development of the first Indian Kretek-type clove cigarette. Its Low Tabac low-nicotine cigarette claims to contain up to 50% less tobacco; substituted by organic materials, compared with conventional cigarettes.

· Golden Tobacco Ltd is among the top cigarette exporters in India, and has special export products in addition to cigarettes. These include “flavoured little cigars” in various flavours (Cherry, Vanilla, Chocolate, Menthol, Mild, Peach, Raspberry, Strawberry and Sour Apple), as well as variants such as Just Black Tip cigars (cigars with tips), which are also available in various flavours (Mild, Grape, Cherry, Raspberry and Rum). Another popular exported brand of cigars is the Lips cigar (100mm sticks with sweetened tips, available as individually wrapped plastic tubes to retain freshness). Popular pack sizes are 10 units or 50 units, and popular flavours are Cherry, Chocolate, Rum, Peach and Sour Apple. 

· Golden Tobacco Ltd also manufactures slim cigarettes and RYO tobacco. Just Black is the leading “little cigars” brand for export, and is also available as a smoking tobacco brand produced from high-quality Virginia, Aromatic Burley and flavour-rich Oriental tobacco. 

· In 2008, Golden Tobacco Ltd launched a new brand, Diet Blue cigarettes, in king size/regular. The new product is claimed to be made from superior patented technology and is positioned as less damaging than regular cigarettes, as it does not contain any carcinogenic substance. Diet Blue uses the Ecotine blend, which is low in nicotine, tar and tobacco specific nitrosamines.

Summary 8
Golden Tobacco Ltd: Competitive Position 2008

	Product Type
	Volume Share
	Rank

	Cigarettes
	10.9%
	3

	High tar cigarettes
	11.0%
	3


Source:
Euromonitor International estimates

Itc Ltd

Strategic Direction

· In light of the recent ban on smoking in public places and other legislation designed to curb cigarette smoking, ITC Ltd is expected to focus more on its other businesses areas (hotels, cosmetics and toiletries, packaged foods and apparel) over the forecast period. Nevertheless, it will continue to leverage on its strong distribution network and existing brands to maintain its leadership of cigarettes in India. Given the lucrative nature of the cigars industry in India, the company is also expected to enter and try to compete with Chemon Group and Godfrey Phillips India Ltd. 

· Within cigarettes, ITC Ltd plans to leverage on its technology and provide consumers with less harmful cigarettes. As a result, the company is expected aggressively to push mid tar and low tar cigarettes towards consumers. 

Key Facts

Summary 9
ITC Ltd: Key Facts

	Full name of company:
	ITC Ltd

	Address:
	Virginia House, 37 Jawahar Lal Nehru Road, Kolkata 700071, West Bengal, India

	Tel:
	+91 (33) 2288 9371

	Fax: 
	+91 (33) 2288 2953

	www:
	www.itcportal.com

	Activities:
	Manufacture of cigarettes and other tobacco products. 


Source:
Euromonitor International from company reports, company website

Summary 10
ITC Ltd: Operational Indicators 2005-2007

	
	2005
	2006
	2007

	Net sales
	Rs78.7 billion
	Rs100.7 billion
	Rs128.3 billion 

	Net profit
	Rs21.9 billion
	Rs22.4 billion
	Rs27.0 billion 

	Number of employees
	20,000
	20,000
	22,000


Source:
Company research

Company Background

· ITC Ltd was incorporated on 24 August 1910, under the name of Imperial Tobacco Company of India Ltd. It was renamed ITC Ltd on 18 September 2001. The company’s Packaging and Printing Business Division was started as part of its backward integration strategy for the tobacco business, and has since become one of India’s most successful packaging houses. 

· In 1985, ITC Ltd started its first overseas venture in Nepal – Surya Tobacco Company – as an Indo-Nepal and British joint venture. In August 2002, Surya Tobacco Company became a subsidiary of ITC Ltd and its name was changed to Surya Nepal Private Limited (Surya Nepal).

· ITC Ltd has a diversified portfolio, with a presence in cigarettes, hotels, paperboard and speciality papers, packaging, agri-business, packaged food and confectionery, information technology, branded apparel, personal care, greetings cards, safety matches and other fast-moving consumer goods.

· ITC Ltd employs more than 22,000 people, spread over 60 locations in India, and is ranked among the “World’s Most Reputable Companies” by Forbes magazine. 

Production

· ITC Ltd has four main factories, at Bangalore, Munger, Saharanpur and Kolkata. All four facilities offer cutting-edge technology, with a strong emphasis on quality of production, quality control and efficiency. In recognition of their very high standards of production, the facilities have received several domestic awards, as well as the five-star Health and Safety Rating from the British Safety Council. This rating greatly helps in export, and is recognition of ITC Ltd’s globally competitive standards.

Summary 11
ITC Ltd: Production Statistics 2005-2007

	Product type
	2005
	2006
	2007

	Cigarettes
	69.9 billion sticks
	75.8 billion sticks
	77.0 billion sticks


Source:
Company research

Competitive Positioning

· In 2008, ITC Ltd continued to command the lion’s share of cigarettes in India, with a 60% volume share. The company rides on the success of some of its famous brands, including Wills and Gold Flake. It has brands across all price segments and in all tar levels. This enables it to cater to different consumer groups. 

· ITC Ltd’s volume share fell slightly in 2008. Following the government’s drastic increase in the excise duty on unfiltered cigarettes, the company shut down production of its unfiltered cigarettes, which had become unprofitable. This caused consumers to shift to other brands. Unfiltered cigarettes previously accounted for approximately 20% of ITC Ltd’s volume sales. 

· ITC Ltd’s biggest strengths are its brands and its distribution network. In high tar cigarettes, Capstan, Bristol, Wills and Gold Flake are extremely popular. In mid tar cigarettes, the company carries brand extensions such as Gold Flake Light, Wills Classic Milds and Benson & Hedges Lights. In low tar cigarettes, its famous brands include Silk Cut Lights, Classic Ultra Mild and Rothmans Special Mild. The company’s distribution is also considered world class, with it being able to reach nearly two million retailers. Compared to this, its competitors Godfrey Phillips India Ltd and VST Industries Ltd are able to reach one million retailers. 

· Although ITC Ltd has a wide product portfolio in cigarettes, it is absent from cigars, beedis and smokeless tobacco. The company is unlikely to enter beedis or smokeless tobacco, but is expected to enter cigars. 

· Though ITC Ltd’s product portfolio includes economy cigarettes, its brands and products are generally considered to be of the highest quality. This generates a loyal following of consumers and allows the company to raise prices to an extent. 

· In 2008, ITC Ltd launched Wills Classic Verve, a slim cigarette. The product was given a luxury feel, with a shiny red packaging and a high price (Rs90 for a pack of 20 sticks). Given the slim nature of the cigarettes, the brand is targeted at women and first-time smokers. At the end of the review period, it was only available in metros. The company also extended its Wills Navy Cut brand to short size. Previously the brand was available only in king size/regular. 

Summary 12
ITC Ltd: Competitive Position 2008

	Product Type
	Volume Share
	Rank

	Cigarettes 
	59.7%
	1

	High tar cigarettes
	59.4%
	1

	Mid tar cigarettes
	99.0%
	1

	Low tar cigarettes
	87.1%
	1


Source:
Euromonitor International estimates

Vst Industries Ltd

Strategic Direction

· In light of the recent downturn in Indian cigarettes, VST Industries Ltd aims to consolidate its position in the economy price band. It also plans to expand beyond South India, which has traditionally been its stronghold. Filtered cigarettes will be a key focus area, as the company looks to expand its product portfolio. Additionally, it will try to strengthen its distribution network, which has always been weaker than that of ITC Ltd or Godfrey Phillips India Ltd. 

Key Facts

Summary 13
VST Industries Ltd: Key Facts

	Full name of company:
	VST Industries Ltd

	Address:
	1-7-1063/1065, Azamabad, Hyderabad 500020, Andhra Pradesh, India

	Tel:
	+91 (40) 2761 0460

	Fax: 
	+91 (40) 2761 5336

	www:
	www.vsthyd.com 

	Activities:
	Manufacture, sales and export of tobacco products


Source:
Euromonitor International from company research

Summary 14
VST Industries Ltd: Operational Indicators 2005-2007

	
	2005
	2006
	2007

	Net sales
	Rs3.1 billion
	Rs3.2 billion 
	Rs3.3 billion 

	Net profit
	Rs540 million
	n/a 
	Rs551 million 

	Number of employees
	1,100
	1,100
	1,100


Source:
Company research

Company Background

· VST Industries Ltd is a strong player in economy cigarettes and focuses on South India. 

· VST Industries Ltd is an affiliate of British American Tobacco Plc, which holds a 31.7% stake. 

· Although the major chunk of its revenue comes from the sale of cigarettes, VST Industries Ltd also sells unmanufactured and cut tobacco.

· With effect from 1 April 2006, Hallmark Tobacco Company, the wholly-owned subsidiary of VST Industries Ltd, amalgamated with another wholly-owned subsidiary, VST Distribution, Storage & Leasing Company.

Production by Factory

· VST Industries Ltd’s manufacturing facility is located in Secunderabad, Andhra Pradesh. The company works to improve manufacturing standards in order to provide higher-quality products. In line with this, the processing lines have been modernised by introducing a Hauni KT2 Stem Cutter to improve filling values and reduce tobacco wastage. The secondary manufacturing department has also been modernised by incorporating new auto-feed systems on individual making machines, in order to ensure consistency of product. The company is dependent on ITC Ltd for the supply of tobacco.

Competitive Positioning

· VST Industries Ltd’s major brands include Charminar, Charminar Special Filter, Charms Mini Kings, Charms Virginia Filter, XL Filter and Shaan. The company’s products are targeted at the lower end of the tobacco market and have dominance in the small-sized (less than 60mm) micro-segment. 

· VST Industries Ltd is famous for its unfiltered cigarettes, which enjoy a loyal following among consumers in South India. Priced cheaply, such brands are aimed at consumers who wish to upgrade from beedis or smokeless tobacco to cigarettes. In spite of its strong brands, the company loses out due to lack of distribution reach, which is extremely limited compared to bigger players such as ITC Ltd. Furthermore, VST Industries Ltd is weak in other regions, such as West India and North India. 

· In a bid to bring improve its business efficiency, further alignment of business processes is being undertaken, and VST Industries Ltd plans to move into an upgraded version of Enterprise Resource Planning. Company-wide integration greatly improves stocks and cost management, thus enabling the company to be more price-competitive. Since VST Industries Ltd is focused in economy cigarettes, such competitiveness will be of considerable help in maintaining its volume share.

Summary 15
VST Industries Ltd: Competitive Position 2008

	Product Type
	Volume Share
	Rank

	Cigarettes
	9.2%
	4

	High tar cigarettes
	9.2%
	4


Source:
Euromonitor International estimates

Cigarettes in India

Headlines

· Volume sales fall by 3%, to stand at 93.1 billion sticks

· Manufacturers raise prices to offset increased taxation and record high raw tobacco costs

· Low tar cigarettes registers the smallest decline in volume sales, down by 1% to stand at 101 million sticks

· ITC Ltd continues to dominate with a 60% volume share

· Government introduces a nationwide ban on smoking in public places and increased excise duty on unfiltered cigarettes

· Volume and constant value sales expected to grow by 7% and 12%, respectively, over the forecast period

Trends

· During the Union Budget for the fiscal year 2008-2009, the Indian Government drastically raised the excise duty on unfiltered cigarettes, while keeping the duty for filtered cigarettes unchanged. The excise duty on unfiltered cigarettes of less than 60mm in length increased by nearly five times to Rs819 per 1,000 sticks, compared with Rs165 per 1,000 sticks in 2007. Similarly, the excise duty for unfiltered cigarettes of 60-70mm in length increased by two and a half times to Rs1,323 per 1,000 sticks, compared with Rs546 per 1,000 sticks in 2007. The aim of imposing an additional duty on unfiltered cigarettes, and thereby forcing manufacturers to raise prices, is to discourage consumers from buying the products, which are considered to be more harmful than their filtered cigarettes.

· Another major event that took place in 2008 was the imposition of a nationwide ban on smoking in public places, including bus stops, train stations, night clubs, bars and restaurants. Those found flouting the law will be fined Rs200, often a day’s salary in India. The Ministry of Health imposed the law on 2 October 2008, to mark the anniversary of the birth of Mahatma Gandhi. Although a similar law was enacted in 2004, the new law widened the definition of “public places” to include a larger range of establishments.

· Volume sales declined by 3% in 2008, primarily due to the increased excise duty for unfiltered cigarettes. This caused leading player ITC Ltd to completely shut down its production of unfiltered cigarettes. The unfiltered variants of some the company’s famous brands, including Berkeley, Gold Flake, Scissors and Bristol, were taken off the shelves, leading to a 20% drop in volume sales of unfiltered cigarettes. While other players continued to manufacture unfiltered cigarettes, they were forced to pass on the excise burden to consumers. As a result, the majority of smokers of unfiltered cigarettes shifted to other forms of tobacco, such as smokeless tobacco. To some extent, the ban on smoking in public places also had a negative impact on cigarettes consumption, particularly in bars, pubs and discotheques. 

· Value sales grew by 5% in 2008, primarily due to the record high tobacco prices caused by a global shortfall in production. Domestic players such as ITC Ltd and Godfrey Phillips India Ltd passed on the higher costs on to consumers. In addition, given the raised prices of unfiltered cigarettes following the increase in excise duty, a limited number of smokers started trading-up to the slightly higher-priced, but healthier filtered cigarettes.

· Low tar cigarettes registered the smallest decline in volume sales in 2008, down by 1% to stand at 101 million sticks. This can mainly be attributed to the rise in smoking among young people and teenagers, who prefer to start with low tar cigarettes before graduating to mid tar and high tar brands. Additionally, economic development and the growing westernisation of India led more women to join the workforce. Working women are increasingly exposed to the habits of their male colleagues and are consequently starting to smoke low tar cigarettes. 

· Given the increase in excise duty for unfiltered cigarettes, manufacturers such as VST Industries Ltd and Golden Tobacco Ltd sought to launch filtered versions of their popular unfiltered brands, to prevent existing consumers from switching over to a competitor’s filtered cigarette brands. ITC Ltd also shut down its production of unfiltered cigarettes, which had become unprofitable. Bars, pubs and discotheques sought to circumvent the ban on smoking in public places by building specialised smoking rooms, similar to those seen in Western countries. 

Distribution

· The leading distribution channel for cigarettes in India remains newsagents/tobacconists/kiosks, also colloquially known as paan shops. Paan shops are commonly located at every street corner in all major Indian cities and towns, thereby making them extremely accessible to consumers. They often remain open late at night, allowing consumers to purchase cigarettes after dinner. Paan shops also offer customers the convenience of purchasing a range of small grocery items, such as bread, milk, biscuits, chocolate and soft drinks, in addition to cigarettes. However, the greatest convenience offered is that they allow consumers to purchase cigarettes by the stick. This is especially beneficial to low-income smokers, who are unable to afford a whole pack of cigarettes in a single purchase. In 2008, newsagents/tobacconists/kiosks accounted for 69% of cigarettes volume sales.

· Supermarkets/hypermarkets increased its volume share during the review period, to reach 4% in 2008. Cigarettes are usually stocked behind the cash counters, as there is no legislation which prohibits this or prescribes restrictions on display areas. However, as in other cigarette distribution channels, no form of advertising is permitted. Companies use subtle measures, such as having innovative, high-quality display counters/cabinets to help attract customers.

· Other sales channels, such as direct marketing or telesales, are not used in India. The existing fragmented retail distribution of cigarettes is cost-effective and ensures easy reach to customers. Vending of cigarettes is banned, as the unsupervised nature means that it is impossible to prevent sales to minors. 

· Distribution of cigarettes in India is led and managed by the main manufacturers, and there are no government regulations and restrictions. The typical supply chain has the company warehouse at the origin, from where cigarettes move to company-appointed clearing & forwarding agents, which then dispatch to regional distributors (also appointed by the company). The distributors forward the cigarettes to the widely fragmented retail base of shops within their regions, typically using their own vans and employing salespeople who call on shops to book orders, followed by supply from the distributor. In the case of rural distribution, it is often not cost-effective for companies to establish such a formal system. Instead, they are restricted to being able to move down to the small town level of wholesalers, which then covers a large number of very small villages (often with unmotorable roads). Cigarettes trickle down from town wholesalers into small villages through village shopkeepers, who periodically visit town wholesalers for their monthly or fortnightly purchases in small quantities, sufficient for small villages.

· Distribution at point-of-sale has a few mandates, including limited poster size, content and number. Only two advertising boards measuring three feet by two feet can be displayed at point-of-sale locations, and the boards cannot be backlit or illuminated. Mandatory warnings such as “Cigarettes will not be sold to persons below 18 years of age” and “Usage of tobacco products is injurious to health” must also be displayed at all point-of-sale locations. 

· As a consequence of the increased taxation and ban on advertising, cigarettes companies are increasingly relying on distribution as a competitive advantage. Competition is intensifying, with players such as Godfrey Phillips India Ltd increasing their width of coverage, as well as entering smaller towns. Other common strategies for incentivising retail outlets include offering higher margins, increasing the number of sales promotions and providing financial assistance to key retailers to upgrade their shops. In India, most shops selling cigarettes are small street stalls – kiosk-like shops with poor overall quality. Cigarette companies offer to provide glow boards and signage, as well as repairs and maintenance, in order to help attract more customers. 

Competitive Landscape

· Although not a monopoly, cigarettes in India is controlled by only a handful of players. Furthermore, with the government’s increasingly hardline approach to reducing cigarette and overall tobacco consumption, there is no nationalised tobacco or cigarette company. In 2008, ITC Ltd remained the undisputed leader with a 60% volume share. Godfrey Phillips India Ltd was in second place with a 13% volume share, closely followed by Golden Tobacco Ltd with 11% and VST Industries Ltd with 9%. 

· Cigarettes in India is primarily controlled by domestic players. Although multinationals such as British American Tobacco Plc and Philip Morris International Inc are present, this is through their controlling stakes in domestic partners. For instance, British American Tobacco Plc has a 33% share in ITC Ltd, through which it is able to introduce its famous international brands such as Rothmans and State Express 555. Similarly, Philip Morris International Inc has a 36% stake in Godfrey Phillips India Ltd, through which it sells brands such as L&M in India. Japan Tobacco Inc also has a presence in India through a private subsidiary, which markets the Mild Seven brand. 

· ITC Ltd registered the biggest fall in its volume share in 2008, despite increasing its monetary profits. The decline in volume share was due to the company shutting down production of its unfiltered cigarettes, which originally constituted nearly 20% of its volume sales. Although some brand loyal consumers shifted to the company’s filtered brands, others downgraded to beedis and smokeless tobacco. 

· Godfrey Phillips India Ltd posted the biggest increase in its volume share in 2008. The company benefited considerably from ITC Ltd’s loss, as consumers shifted to its brands. 

· When it comes to branding, India differs from its developed counterparts. Consumer preferences for local brands outweigh those for international ones. As a result, companies concentrate more on developing local brands such as Charminar, Gold Flake and Wills. Global flagship brands such as Marlboro and Mild Seven are positioned at the premium end of cigarettes and are thus affordable only by affluent consumers. 

· Given India’s large number of middle-class consumers, cigarettes players focus more on economy and mid-priced brands. VST Industries Ltd is particularly strong in the economy price band, with brands such as Charminar and Charms priced as low as Rs20 for a pack of 10 sticks. With such a low pricing, the company targets lower-income beedis smokers, who have the potential to move up to cigarettes. Golden Tobacco Ltd also prefers to focus on the economy price band with its brand Panama. Players such as ITC Ltd and Godfrey Phillips India Ltd market brands that are positioned mostly as mid-priced. The two companies target middle-income consumers who place a premium on quality and are willing to pay a little extra to smoke higher-quality tobacco. 

· With the new ban on smoking in public places, leading cigarettes manufacturers remain helpless to counter the adverse effects on their sales. ITC Ltd and Godfrey Phillips India Ltd have followed the law not only in letter, but also in spirit by banning smoking on their office premises. In 2006, Godfrey Phillips India Ltd launched mobile smoking vans in Mumbai, to provide smokers with a closed enclosure where they could enjoy their cigarettes without causing inconvenience to others. However, the concept failed to take off after strong criticism from social activist groups. Companies, however, are hoping that owners of bars, restaurants and pubs will start to build specialised smoking rooms within their premises. 

New Product Developments

· Wills Classic Verve was the most hyped new product development in 2008. Launched in December 2008, ITC Ltd’s new premium brand comes in a shiny red packaging. Priced at Rs90 for a pack of 20 sticks, the brand is aimed at high-income consumers. Furthermore, unlike regular cigarettes, the brand is slim, which suggests that women could be its target consumer group. 

· In a bid to move up the premium ladder, Golden Tobacco Ltd launched a new brand, Diet Blue king size cigarettes, in 2008. The new product is claimed to be made from superior patented technology and is positioned as less damaging than regular cigarettes, as it does not contain any carcinogenic substance. Diet Blue uses the Ecotine blend, which is low in nicotine, tar and tobacco specific nitrosamines.

· Cluv Spice, a mid tar brand from Godfrey Phillips India Ltd, was also launched in 2008. The biggest selling point of the brand is the use of clove, which not only makes the cigarette seem healthier, but also claims to have mouth-freshening properties. Cluv Spice is reasonably affordable, with a price of Rs25 for a pack of 10 sticks. Taking the price and the use of clove into consideration, the brand may be targeted at younger and more health-conscious smokers, with a focus on women who dislike the stale smell of ordinary cigarettes. 

· Although the number of female smokers in India is growing, it is still very low compared to Western countries. Consequently, there have been few developments and launches in cigarettes targeted specifically at women smokers. Godfrey Phillips India Ltd previously experimented with Ms, a brand targeted specifically at women, but with limited success. Although Wills Classic Verve and Cluv Spice appear to be targeted at women, their positioning does not explicitly say so. Indian women still prefer to smoke milder versions of popular male brands, such as Wills Classic, Four Square and Gold Flake. 

· Besides the above brand launches, ITC Ltd launched a variant of Wills Navy Cut, in short size. Previously the brand was available only in king size. The target consumers for this variant appear to be consumers who prefer a shorter length cigarette, thinking it to be a healthier option. 

Summary 16
Cigarettes - New Product Launches 2008

	Brand
	Company
	USP/Comments

	Classic Verve 
	ITC Ltd 
	Market consolidation into high tar segment 

	Wills Verve 
	ITC Ltd 
	Attractive Red packaging at Rs90 per 20 sticks pack. 

	Wills Classic Verve 
	ITC Ltd 
	Good tobacco flavour, attractive packaging with a red backdrop, premium positioning. The pack mentions that is consists of "aromatic hand-picked tobacco leaf laminae." 

	Gudang Garam Mild 
	PT Gudang Garam International 
	Ventured into low tar segment 


Source:
Store checks

Prospects

· Volume sales of cigarettes are expected to grow by 7% over the forecast period. Stung by the recent increase in excise duty for unfiltered cigarettes, growth during the early years of the forecast period is expected to be slower than during the later ones, as people continue to switch from cigarettes to beedis and smokeless tobacco. However, once consumers start accepting the higher prices, they are expected to move back to purchasing cigarettes. Furthermore, as the economy improves and incomes rise, consumers of beedis and smokeless tobacco are expected to graduate to cigarettes. 

· Cigarettes could receive a strong boost if the government decides to impose higher excise duties on beedis and smokeless tobacco. Of the total tobacco consumption in India, cigarettes accounts for only 15%. The remainder is in the form of beedis and smokeless tobacco, including khaini, gutka and zarda. While it is a well-known fact that such products are much more harmful than cigarettes, the government is afraid to impose taxes on them because of the millions of rural people the industries employ. However, if higher excise duties are imposed on beedis and smokeless tobacco, thereby raising their final prices, consumers could be further tempted to switch to cigarettes. 

· Given the recent hikes in excise duties for unfiltered cigarettes, the government is expected to hold off further increases until at least until 2010. While there will be further rounds of hikes, they are not expected to be severe. Extraordinarily high rates of taxation would mean smaller firms shutting down business altogether, resulting in a loss of revenue for the exchequer. Hence, while new legislation would have the desired effect of denting cigarette sales, it would be partially offset by rising consumer disposable incomes and the general upward trend in the habit of smoking. The much talked about graphic warnings on cigarette packs were not implemented at the end of the review period, due to strong resistance from the tobacco lobby. However, if the rule is imposed during 2009, it could further damage volume sales of cigarettes. 

· Mid tar cigarettes is expected to post the most dynamic performance over the forecast period. Volume sales are expected to grow by 47%, driven by an increasing number of female smokers, teenagers smoking their first cigarettes and health-conscious people who would like to continue smoking, albeit with a lower dose of nicotine. Low tar cigarettes is also expected to perform well, growing by 34% in volume terms. In spite of such strong growth, high tar cigarettes will continue to dominate, due to the preference of Indian consumers for strong tobacco tastes. 

· Wills Classic Verve is expected to perform poorly in the short term, primarily due to its high price. With the impending economic downturn, consumers are likely to limit their spending and opt for a mid-priced cigarette brand, rather than a premium one. Furthermore, the slim nature of Wills Classic Verve will not endear it to male smokers, who will see it as being too feminine. On the other hand, Cluv Spice from Godfrey Phillips India Ltd is expected to perform reasonably well in the short term. The competitive pricing of the brand will ensure that smokers at least give it a try. Further success will depend on whether consumers like the clove flavour and whether the brand is able to deliver on its promise of being healthier than conventional brands. Given the general dislike of Indian consumers for flavoured cigarettes, the brand is not expected to phenomenally well. 

Sector Background

Cigarettes: Illicit Trade

· Illicit cigarettes trade is growing rapidly in Indian, and accounted for 30% of volume sales in 2008. Contraband is estimated to cause a loss of nearly Rs30 billion to the national exchequer, by way of duties evaded and loss of foreign exchange.

· The sharp price hikes in 2008 further increased the volume share of contraband cigarettes, especially unfiltered ones. The liberal import of under-priced international brands, as per agreements with neighbouring trading countries, ensures availability of these brands at lower prices than even duty-free in India. It also prompts the illegal import of such brands. Moreover, cheaper local brands from poorer neighbours such as Burma and Nepal also seep in through illegal channels. In 2008, the per-pack price gap between tax paid and contraband widened across all price segments. For example, a premium brand pack of 20 sticks of India Kings retailed at Rs100, while its smuggled competitors such as Marlboro and Rothmans were available at a steep discount, selling for Rs80-85. 

· Smuggled foreign brands are widely distributed, despite the high retail fragmentation. Popular brands include Marlboro, Rothmans, Dunhill, State Express 555, Camel, Winston and Salem. Besides these premium brands, mid-priced and economy brands (Gudang Garam) also have a huge demand. Brands from Burma, Nepal and even as far as Indonesia are easily available in Indian states which border these countries (for example, the northeast state of Bengal, and villages in the adjoining Uttar Pradesh and Bihar). Many small cities also bear the burden of counterfeit international brands and local brands masquerading as imports. Gullible small town consumers often fall prey to their claims of higher quality, and end up paying a premium for brands with copycat names such as Manboro (an easy copy for the international Marlboro brand, which is a very high aspiration brand in India).

Outlook

· The cigarette industry lobby has increased its appeals to the government to step up its vigilance (through the department of revenue, customs department, central and state police force) to control contraband sales. However, policy is weak, and enforcement even weaker. Corruption among government officials is an important reason for the lack of effective implementation. Other factors behind the low control include the large and permeable Indian borders, and a wide and efficient smuggling network. 

· Tax paid cigarettes and duty paid imports are likely to lose out if tax burdens continue to be as heavy as in 2008. High tax rates are one of the main objections manufacturers have to the indiscriminate taxation on cigarettes and the relative leniency towards other form of tobacco. Given the lack of efforts by the government, the volume of illicit cigarettes is expected to grow by nearly 110% over the forecast period. 

Cigarettes: Price Bands

· Economy and mid-priced cigarette brands dominate in India, together accounting for 99% of volume sales in 2008. Although rising disposable incomes are creating a small shift towards premium brands, most cigarette smokers are extremely brand loyal and the effects of this shift have been almost insignificant. Furthermore, premium brands such as Marlboro, State Express 555 and Rothmans are not able to gain any traction due to competition from illicit trade, sales of which are not officially recorded. 

· The few premium cigarette brands in India are smoked by affluent urban consumers and by occasional smokers, who can afford to purchase premium brands as they smoke only once in a while. More recently, college students and young executives have shown a preference for premium international brands, in order to portray a certain image. 

Summary 17
Cigarette Price Band Definitions

	Price band
	Price 
	Unit
	Brand examples

	Premium
	Rs75 and above
	Pack of 20
	Marlboro, State Express 555

	Mid-priced
	Rs35 to Rs75
	Pack of 20
	Gold Flake *, Wills Navy Cut

	Economy
	Below Rs35
	Pack of 20
	Charminar **, Charms


Source:
Company reports, store checks

Notes:
* Except Gold Flake Kings and Gold Flake Honey Dew


** Except Charminar Gold Filter

Outlook

· Rising disposable incomes will make it possible for Indian consumers to smoke international premium brands over the forecast period. As try-outs increase, brand loyalty for premium brands will grow. By 2013, premium brands are expected to account for 1% of volume sales. Nevertheless, volume growth of premium brands is expected to be curtailed by the rise in illicit trade. 

· As the government continues to raise excise duties on cigarettes, brands will automatically be shifted upwards in price. A small part of the growth in premium and mid-priced cigarettes will be attributable to this phenomenon. Economy brands will suffer the most from the increase in excise duties and other taxation. Since economy brands are smoked mostly by low-income consumers, price hikes in such brands will force a proportion of these consumers to switch to other forms of tobacco. 

· Manufacturers are expected to continue focusing on economy and mid-priced domestic brands. High prices caused by substantial excise tax rates will ensure that the consumer base for premium brands will remain small. As a result, companies are not expected to invest substantially in the distribution and marketing of premium brands. 

· Given the economic downturn, consumers are expected to change their consumption patterns to a certain extent. Downtrading in itself is not expected to take place, as the bulk of cigarette consumption is already in the economy and mid-priced segment. However, consumers of premium brands are expected to smoke mid-priced brands on a regular basis, but to shift back to premium brands for special occasions. Smokers of mid-priced brands are expected to switch in a similar manner to economy brands. 

Cigarettes: Menthol/standard

· Menthol cigarettes are unpopular in India. Given Indian smokers’ preference for a raw tobacco flavour, cigarettes with added ingredients such as menthol and other fruity scents do not generate much interest. Even women prefer to smoke standard cigarettes, as these brands are not only more commonly available, but also better known. Menthol cigarettes are only smoked by first-time smokers, although even these quickly scale up to standard cigarettes. Wills Classic Menthol remained the most popular menthol cigarette in 2008. 

· The volume share of menthol cigarettes is expected to remain very low over the forecast period, reaching only 1% by 2013.

Cigarettes: Filter/non-filter

· In 2008, 77% of all cigarettes sold in India were filtered. This represents a sharp jump from 2007, when filtered cigarettes accounted for 72% of volume sales. The jump came about as ITC Ltd shut down production of unfiltered cigarettes, following the hikes in excise duties. As a result, a proportion of consumers who previously smoked unfiltered cigarettes switched to other forms of tobacco, while others shifted to filtered cigarettes. The declining volume share of unfiltered cigarettes can also be attributed to increasing health awareness, which is prompting consumers to demand healthier alternatives. Several leading high tar brands in the economy price band are also available in unfiltered format, as Indian smokers prefer a strong tobacco flavour. Such brands include Panama, Charminar and Tipper.

· By 2013, unfiltered cigarettes are expected to account for 14% of volume sales. Growth in filtered cigarettes will be driven by rising health awareness and a consequent shift towards less harmful cigarettes.

Cigarettes: Carbon/standard Filter

· Carbon filters are virtually non-existent in India and are unlikely to be launched over the forecast period. The only notable brand having a carbon filter is Mild Seven by Japan Tobacco Inc and demand for the same is very low.

Cigarettes: Filter Length

· Short cigarettes remain dominant in India in 2008, accounting for 75% of volume sales in 2008. King size/regular accounted for the remaining 25%. The popularity of short cigarettes can be attributed to the excise regime, whereby the tax rate rises with an increase in length. Furthermore, Indian consumers also believe that smoking a shorter cigarette is healthier.

· India’s first king size/regular filtered cigarette brand was Gold Flake Kings, which was launched by Godfrey Phillips India Ltd in 1973 and now owned by ITC Ltd. Since then, most brands have included king size/regular variants. Furthermore, premium brands are mostly available as king size/regular.

· With rising disposable incomes, Indian consumers are expected to shift towards king size/regular cigarettes. However, growth will be tempered by the fact that smoking a longer cigarette is perceived as being more harmful to health. By 2013, king size/regular cigarettes are expected to account for 35% of volume sales. 

Cigarettes: Slims/superslims Vs Regular

· Slim/superslim cigarettes remain a negligible niche in India. The bulk of India’s smokers are male, and slim/superslim cigarettes are viewed as very feminine in nature. Even female smokers prefer to smoke short standard cigarettes because of their ready availability. Godfrey Phillips India Ltd launched India’s first domestic slim brand, Stellar Slims, in February 2007. ITC Ltd subsequently launched its first slim brand, Wills Classic Verve, in late 2008. The brand is targeted at women and first-time smokers. 

· Trade sources opine that there is potential for slims, especially with the growing population of female smokers in the country over the forecast years. These, positioned as being lifestyle and status enhancing as well as those with a lower tar content are like to be in good demand. 

Cigarettes: Pack Size

· Packs of 10 sticks are the most commonly available in India, accounting for 98% of volume sales in 2008. The only other available pack size is 20s, which are usually reserved for premium brands and purchased only by high-income urban consumers. Buying a pack of 20 sticks does not provide the consumer with any saving, as the price is simply double that of a pack of 10 sticks. Consequently, most Indian consumers prefer to buy a pack of 10 sticks because the individual purchase is cheaper. Additionally, they believe that buying fewer sticks at a time will encourage them to smoke less. 

· India cigarettes are usually sold by the stick, although retailers charge a premium of approximately 10% for doing so. With paan shops available at every street corner, consumers do not find it necessary to purchase whole packs. Doing so also makes them believe that they will smoke less. Smokers buying economy cigarettes think that buying by the stick is cheaper. 

Cigarettes: Pack Type

· In 2008, cigarettes in India were available largely in flip-top packs, accounting for over 99% of sales with the remainder coming from soft packs.. This is in marked contrast to 1997, when soft packs dominated. The significant shift occurred over 1999-2001, where brands started to introduce the flip-top packs in place of the soft pack to allow for a harder and more durable cover for the soft cigarette sticks and for the flip-tops to ensure that the cigarettes maintain top condition as opposed with the soft packs.

Sector Data

Table 15
Sales of Cigarettes by Tar Level: Volume 2003-2008

million sticks


2003
2004
2005
2006
2007
2008

High tar cigarettes
93,973.0
95,852.5
96,129.0
96,332.2
95,079.9
92,227.5

Mid tar cigarettes
448.5
556.1
662.6
780.5
764.9
734.3

Low tar cigarettes
72.4
85.4
93.6
102.5
102.0
101.0

Ultra low tar cigarettes
-
-
-
-
-
-

Cigarettes
94,493.9
96,494.0
96,885.2
97,215.2
95,946.8
93,062.7

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 16
Sales of Cigarettes by Tar Level: Value 2003-2008

Rs million


2003
2004
2005
2006
2007
2008

High tar cigarettes
136,260.9
142,392.6
148,515.5
157,215.8
167,585.8
175,127.2

Mid tar cigarettes
1,390.3
1,737.9
2,163.7
2,706.9
2,971.1
3,149.4

Low tar cigarettes
217.1
260.5
311.3
365.5
414.6
447.8

Ultra low tar cigarettes
-
-
-
-
-
-

Cigarettes
137,868.3
144,391.0
150,990.5
160,288.2
170,971.4
178,724.3

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 17
Sales of Cigarettes by Tar Level: % Volume Growth 2003-2008

% volume growth


2007/08
2003-08 CAGR
2003/08 TOTAL

High tar cigarettes
-3.0
-0.4
-1.9

Mid tar cigarettes
-4.0
10.4
63.7

Low tar cigarettes
-1.0
6.9
39.5

Ultra low tar cigarettes
-
-
-

Cigarettes
-3.0
-0.3
-1.5

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 18
Sales of Cigarettes by Tar Level: % Value Growth 2003-2008

% current value growth


2007/08
2003-08 CAGR
2003/08 TOTAL

High tar cigarettes
4.5
5.1
28.5

Mid tar cigarettes
6.0
17.8
126.5

Low tar cigarettes
8.0
15.6
106.3

Ultra low tar cigarettes
-
-
-

Cigarettes
4.5
5.3
29.6

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 19
Sales of Cigarettes by Price Band: % Volume Breakdown 2003-2008

% retail volume


2003
2004
2005
2006
2007
2008

Premium
-
0.3
0.3
0.3
0.3
0.4

Mid-priced
50.0
51.0
51.1
51.1
51.2
51.2

Economy
50.0
48.7
48.6
48.5
48.5
48.4

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 20
Sales of Cigarettes by Standard/Menthol: % Volume Breakdown 2003-2008

% retail volume


2003
2004
2005
2006
2007
2008

Standard
99.7
99.7
99.7
99.7
99.6
99.6

Menthol
0.3
0.3
0.3
0.3
0.4
0.4

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 21
Sales of Cigarettes by Tobacco Type: % Volume Breakdown 2003-2008

% retail volume


2003
2004
2005
2006
2007
2008

American blend
2.5
2.0
2.0
1.9
1.9
1.8

Virginia
76.1
76.2
76.2
76.2
76.1
78.2

Other blend
21.4
21.8
21.8
21.9
22.0
20.0

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 22
Sales of Cigarettes by Filter Vs Non-filter 2003-2008

% retail volume


2003
2004
2005
2006
2007
2008

Filtered
68.0
69.0
70.0
71.0
72.0
77.0

Unfiltered
32.0
31.0
30.0
29.0
28.0
23.0

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 23
Sales of Filter Cigarettes by Carbon Vs Non-carbon 2003-2008

% retail volume


2003
2004
2005
2006
2007
2008

Carbon filter
0.5
0.5
0.5
0.4
0.4
0.4

Non-carbon filter
99.5
99.5
99.5
99.6
99.6
99.6

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 24
Sales of Cigarettes by Length 2003-2008

% retail volume


2003
2004
2005
2006
2007
2008

Superking/Long
-
-
-
-
-
-

King Size/Regular
17.0
19.0
20.0
21.0
22.0
25.0

Short
83.0
81.0
80.0
79.0
78.0
75.0

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 25
Sales of Cigarettes by Regular/Slim 2006-2008

% retail volume


2006
2007
2008

Regular
100.0
99.9
99.9

Slim/superslim
0.0
0.1
0.1

Total
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 26
Sales of Cigarettes by Pack Size 2003-2008

% retail volume


2003
2004
2005
2006
2007
2008

10s
99.1
99.0
98.0
97.8
98.0
98.0

20s
0.9
1.0
2.0
2.2
2.0
2.0

Other packsizes
-
-
-
-
-
-

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 27
Sales of Cigarettes by Pack Type 2003-2008

% retail volume


2003
2004
2005
2006
2007
2008

Flip-top (folding
85.0
93.0
97.0
98.0
99.0
99.1

    cartons)







Soft pack (paper-based)
15.0
7.0
3.0
2.0
1.0
0.9

Other pack types
-
-
-
-
-
-

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 28
Cigarettes: Production, Imports and Exports: Total Volume 2003-2008

Million sticks


2003
2004
2005
2006
2007
2008

Cigarettes – Production
93,000.0
94,860.0
98,500.0
99,215.0
108,242.0
95,982.0

Cigarettes – Export
1,900.0
2,014.0
2,115.0
2,090.0
2,544.0
3,010.0

Cigarettes – Import
60.0
71.0
80.0
90.0
109.0
90.0

Source:
GTIS, Official statistics, trade associations, trade press, trade interviews

Note:
‘-’ indicates data not available

Table 29
Cigarettes Company Shares 2004-2008

% retail volume

Company
2004
2005
2006
2007
2008

ITC Ltd
61.4
61.5
61.8
62.2
59.7

Godfrey Phillips India
11.9
11.4
11.7
12.1
12.5

    Ltd






Golden Tobacco Ltd
-
-
-
-
10.9

VST Industries Ltd
8.9
8.9
8.8
9.0
9.2

GTC Industries Ltd
10.4
10.6
10.7
10.9
-

Others
7.3
7.5
7.0
5.8
7.8

Total
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 30
Cigarettes Brand Shares 2005-2008

% retail volume

Brand
Company
2005
2006
2007
2008

Gold Flake
ITC Ltd
22.1
22.2
22.3
20.3

Wills
ITC Ltd
16.7
16.9
17.0
17.3

Panama
Golden Tobacco Ltd
-
-
-
7.9

Capstan
ITC Ltd
7.4
7.2
7.2
7.3

Bristol
ITC Ltd
6.4
7.0
7.1
6.6

Charminar
VST Industries Ltd
6.0
6.0
6.1
6.3

Four Square
Godfrey Phillips India Ltd
5.5
5.6
5.9
6.2

Scissors
ITC Ltd
6.2
6.2
6.3
6.0

Cavenders
Godfrey Phillips India Ltd
3.0
3.0
3.0
3.0

Red & White
Godfrey Phillips India Ltd
2.5
2.6
2.7
2.8

Chancellor
Golden Tobacco Ltd
-
-
-
2.5

Charms
VST Industries Ltd
2.5
2.3
2.5
2.5

Berkeley
ITC Ltd
1.5
1.4
1.4
1.3

Tipper
Godfrey Phillips India Ltd
0.4
0.4
0.4
0.4

Panama
GTC Industries Ltd
7.6
7.8
7.9
-

Chancellor
GTC Industries Ltd
2.5
2.5
2.6
-

Others

9.7
8.7
7.5
9.5

Total

100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 31
Sales of Cigarettes by Distribution Format: % Analysis 2003-2008

% retail volume


2003
2004
2005
2006
2007
2008

Store-Based Retailing
98.1
98.1
97.9
97.9
97.8
98.5

Grocery Retailers
98.1
98.1
97.9
97.9
97.8
98.5

Supermarkets/Hypermarkets
1.0
2.0
3.0
3.5
3.7
4.0

Discounters
-
-
-
-
-
-

Small Grocery Retailers
7.0
7.0
7.5
7.5
7.9
8.5

Convenience Stores
-
-
-
-
-
-

Independent Small Grocers
6.0
6.0
6.0
5.5
5.5
6.0

Forecourt Retailers
1.0
1.0
1.5
2.0
2.4
2.5

Food/drink/tobacco
11.5
11.5
12.0
12.0
12.5
13.2

    specialists







Food/drink specialists
-
-
-
-
-
-

Tobacco specialists
11.5
11.5
12.0
12.0
12.5
13.2

Other Grocery Retailers
78.6
77.6
75.4
74.9
73.7
72.8

Newsagent-tobacconists/
74.6
74.6
72.4
71.7
70.2
69.3

    kiosks







Street vendors
4.0
3.0
3.0
3.2
3.5
3.5

Non-Grocery Retailers
-
-
-
-
-
-

Department Stores
-
-
-
-
-
-

Parapharmacies/Drugstores
-
-
-
-
-
-

Other Non-Grocery
-
-
-
-
-
-

    Retailers







Non-Store Retailing
-
-
-
-
-
-

Vending
-
-
-
-
-
-

Internet Retailing
-
-
-
-
-
-

Non-retail channels
1.9
2.0
2.1
2.1
2.3
1.5

Bar-tobacconists
0.6
0.6
0.7
0.7
0.8
0.5

Hotels/restaurants/bars
1.3
1.3
1.4
1.4
1.5
1.0

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 32
Forecast Sales of Cigarettes by Tar Level: Volume 2008-2013

million sticks


2008
2009
2010
2011
2012
2013

High tar cigarettes
92,227.5
91,305.2
92,218.3
93,601.5
95,473.6
97,860.4

Mid tar cigarettes
734.3
771.0
825.0
891.0
971.2
1,078.0

Low tar cigarettes
101.0
103.0
107.1
113.5
122.6
134.9

Ultra low tar cigarettes
-
-
-
-
-
-

Cigarettes
93,062.7
92,179.2
93,150.3
94,606.0
96,567.3
99,073.3

Source:
Official statistics, trade associations, trade press, company research, trade interviews, Euromonitor International estimates

Table 33
Forecast Sales of Cigarettes by Tar Level: Value 2008-2013

Rs million


2008
2009
2010
2011
2012
2013

High tar cigarettes
175,127.2
175,302.3
177,405.9
181,308.8
187,110.7
194,969.4

Mid tar cigarettes
3,149.4
3,243.8
3,487.1
3,801.0
4,219.1
4,767.5

Low tar cigarettes
447.8
461.2
488.9
532.9
596.8
674.4

Ultra low tar cigarettes
-
-
-
-
-
-

Cigarettes
178,724.3
179,007.3
181,381.9
185,642.7
191,926.6
200,411.3

Source:
Official statistics, trade associations, trade press, company research, trade interviews, Euromonitor International estimates

Table 34
Forecast Sales of Cigarettes by Tar Level: % Volume Growth 2008-2013

% volume growth


2012/13
2008-13 CAGR
2008/13 TOTAL

High tar cigarettes
2.5
1.2
6.1

Mid tar cigarettes
11.0
8.0
46.8

Low tar cigarettes
10.0
6.0
33.6

Ultra low tar cigarettes
-
-
-

Cigarettes
2.6
1.3
6.5

Source:
Official statistics, trade associations, trade press, company research, trade interviews, Euromonitor International estimates

Table 35
Forecast Sales of Cigarettes by Tar Level: % Value Growth 2008-2013

% constant value growth


2008-13 CAGR
2008/13 TOTAL

High tar cigarettes
2.2
11.3

Mid tar cigarettes
8.6
51.4

Low tar cigarettes
8.5
50.6

Ultra low tar cigarettes
-
-

Cigarettes
2.3
12.1

Source:
Official statistics, trade associations, trade press, company research, trade interviews, Euromonitor International estimates

Table 36
Forecast Sales of Cigarettes by Price Band: % Volume Breakdown 2008-2013

% retail volume


2008
2009
2010
2011
2012
2013

Premium
0.4
0.4
0.4
0.4
0.5
0.5

Mid-priced
51.2
52.0
52.1
52.2
52.3
52.4

Economy
48.4
47.6
47.5
47.3
47.2
47.1

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, trade interviews, Euromonitor International estimates

Table 37
Forecast Sales of Cigarettes by Standard/Menthol: % Volume Breakdown 2008-2013

% retail volume


2008
2009
2010
2011
2012
2013

Standard
99.6
99.5
99.4
99.3
99.2
99.1

Menthol
0.4
0.5
0.6
0.7
0.8
0.9

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, trade interviews, Euromonitor International estimates

Table 38
Forecast Sales of Cigarettes by Tobacco Type: % Volume Breakdown 2008-2013

% retail volume


2008
2009
2010
2011
2012
2013

American blend
1.8
2.0
2.1
2.2
2.3
2.4

Virginia
78.2
79.5
80.0
81.0
82.0
83.0

Other blend
20.0
18.5
17.9
16.8
15.7
14.6

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, trade interviews, Euromonitor International estimates

Table 39
Forecast Sales of Cigarettes by Filter Vs Non-filter 2008-2013

% retail volume


2008
2009
2010
2011
2012
2013

Filtered
77.0
82.0
83.0
84.0
85.0
86.0

Unfiltered
23.0
18.0
17.0
16.0
15.0
14.0

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 40
Forecast Sales of Filter Cigarettes by Carbon Vs Non-carbon 2008-2013

% retail volume


2008
2009
2010
2011
2012
2013

Carbon filter
0.4
0.5
0.6
0.7
0.8
0.9

Non-carbon filter
99.6
99.5
99.4
99.3
99.2
99.1

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 41
Forecast Sales of Cigarettes by Length 2008-2013

% retail volume


2008
2009
2010
2011
2012
2013

Superking/Long
-
-
-
-
-
-

King Size/Regular
25.0
27.0
29.0
31.0
33.0
35.0

Short
75.0
73.0
71.0
69.0
67.0
65.0

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 42
Forecast Sales of Cigarettes by Regular/Slim 2008-2013

% retail volume


2008
2009
2010
2011
2012
2013

Regular
99.9
99.9
99.9
99.9
99.9
99.9

Slim/superslim
0.1
0.1
0.1
0.1
0.1
0.1

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 43
Forecast Sales of Cigarettes by Pack Size 2008-2013

% retail volume


2008
2009
2010
2011
2012
2013

10s
98.0
97.5
96.5
95.5
94.5
93.5

20s
2.0
2.5
3.5
4.5
5.5
6.5

Other packsizes
-
-
-
-
-
-

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

Table 44
Forecast Sales of Cigarettes by Pack Type 2008-2013

% retail volume


2008
2009
2010
2011
2012
2013

Flip-top (folding
99.1
99.2
99.3
99.4
99.5
99.6

    cartons)







Soft pack (paper-based)
0.9
0.8
0.7
0.6
0.5
0.4

Other pack types
-
-
-
-
-
-

Total
100.0
100.0
100.0
100.0
100.0
100.0

Source:
Official statistics, trade associations, trade press, company research, store checks, trade interviews, Euromonitor International estimates

