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DIRECTORS ’ REPORT

DIRECTORS’ REPORT & MANAGEMENT DISCUSSION AND ANALYSIS
Your Directors are pleased to present the 83rd Annual Report on the business and operations along with the Audited 
Financial Statements of the Company for the financial year ended March 31, 2020.

ECONOMIC ENVIRONMENT

The global economic growth decelerated to 2.4% in 2019 from 3.0% in 2018 due to overall economic slowdown, 
sluggish demand, weaker trade and investments. The second half of 2019 saw an increase in geopolitical tensions 
and the resulting trade policy uncertainty negatively impacted global economic activity, especially for manufacturing 
and trading. Country specific factors weighed heavily on demand, weakening the growth outlook for emerging 
markets in particular. 

The unfortunate outbreak of COVID-19 pandemic at the start of 2020 instigated an unprecedented health and 
economic crisis around the world. The lockdowns and restrictions in movement and travel have had far reaching effects 
on global economic activity. Widespread outbreaks and containment measures deployed by various governments 
have seen the projected growth of developed economies contract by 6.1%. In addition to the unprecedented health 
crisis, emerging markets have to manage tighter financial conditions, massive external demand shocks and volatile 
commodity prices. Emerging markets are expected to contract by 1.0% in 2020, while China is expected to contract 
by 2.2%. The economic fallout from the pandemic has resulted in extreme uncertainty around forecasting growth 
prospects of various economies, industries and companies. Major central banks have taken significant steps to 
reduce systemic stress by offering large scale monetary stimulus packages and lending facilities. These central bank 
policies aimed to strengthen confidence levels, contain the impact of the pandemic and also better position countries 
for rapid economic recovery. In view of the market challenges, the IMF has revised its Global GDP forecast to a 
decline of 3.0% in 2020, with the global economy likely to experience a severe recession.

India’s GDP growth declined from 6.8% in 2018-19 to 4.2% in 2019-20, lowest in seven years. The growth was 
impacted due to overall global economic slowdown, slower consumer demand and subdued sector performance 
including auto sector which is going through the worst downturn and slowdown in real estate, construction and 
manufacturing sector.  India’s already contracting economy was further impacted by the outbreak of Covid-19 in 
India in the last week of March 2020. In order to curb the further outbreak of Covid-19, the Government of India 
announced nationwide lockdown at the end of March 2020 which temporarily brought all economic activity to a 
standstill across India. 

The lockdown resulted in temporary closure of factories, disrupted business activities and transportation challenges 
impacted the supply chain. In response to the economic slowdown, the Reserve Bank of India cut repo and reverse 
repo rates, to ensure banks continued to lend, and injected further liquidity into the Indian banking system in April 
2020. In addition to this, The Government of India issued two stimulus packages to further strengthen the economy 
in March and May 2020. Despite the overall challenging macroeconomic environment, Indian economic activity 
has started to pick up from the month of June 2020. The economic growth is expected to be slow and will depend 
on the course of Covid-19 in the near term.

TOBACCO INDUSTRY

India is the second largest producer of tobacco in the world and reaps enormous benefits in terms of employment 
in the agricultural sector, income to farmers, revenue generation and foreign exchange earnings. India is also the 
largest exporter of tobacco and tobacco related products. Various varieties of tobacco are grown across 13 states 
in the country. The industry also provides direct and indirect employment to 45.7 million people, of which 70% are 
from the agricultural sector.

Sustainability has become an important aspect of leaf tobacco business in India with rigorous steps taken to ensure 
that sustainability is practised across the entire supply chain. This approach has contributed significantly to the 
business success of the Indian leaf tobacco business entities. Sustainability is achieved through various farming 
initiatives, in order to bring about best practices and improve efficiency of the tobacco growing process without 
adversely impacting the environment. 

Only 9% of tobacco consumed in India constitute legal cigarettes, while 91% are from traditional products and 
illegal cigarettes. This 9% contributes to 80% of the taxes collected by the Government of India from the tobacco 
sector. High levels of taxation relative to other tobacco products and stringent regulations have also led to the rise 
in the illicit cigarette trade and consequent loss of revenue to the government. Around 68% of tobacco consumption 
comes from the unorganised sector which bypasses the purview of the regulatory authorities and do not pay taxes. 




