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Co-operative Sugar Sector :
New Avenues For Revenues

G.1. Madiwal. Y.V, Reddy and M.R. Patil

Introduction

Sugar = the first processed ariche of the dict thar every
hild eniovs with milk. We need Suwar right from morning in
bed tea to w1, at night in sugarcoated wablets. Sugar piovs a
tenificant role as a source of enerey in our diet. A few of us
know abou: cultivation of sugarcane :raw material . processes
of sugar manufacturing and it's by products. After rextile
industry. =ugar industry is the second largest organized agro-
based indu<try in India.

Reference of sugar and its product occurs in Vedas and epics
indicated that the sugar was known to Hindux earlier than te
anv other race. Mr. Columbus introduced sugar cane to American
in his second vovage led to the rapid development of sugar
manufacturing in tropical America. The other settlers, Spanish.
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Toany peets o Amenica Duning the 107 centure, cagar cain
started in all the countries in the Mediterranean. After that
Mediterranean became the sources of suppl\ of sugar cane to
Europe and Africa.

British rulers made a remarkable achievement in 1922 by
appointing the Sugar Commission to observe sugar cane
cultivation in India. The sugar scientist revealed that the Indian

., m....uJ




Co-operative Sugar Sector... 155

canes were unfit for white sugar industry. The Coxmbattorett
Breeding station developed a new variety and mad;s‘“~
the growth of sugar industry not only in India but al§
other countries. In 1930 the Govt. of India appointed:
Board to examine the position of the sugar mdustry in Ln:h S
and based on the Board's report passed the Sugar: in&ush'f S
Protection Act, 1932. A clause in the Act protected indigenous
sugar industries in India for an initial period of 14 vears, till 1
march. 1946.

Global Scenario

Sugar cane is cultivated in 127 countries in the world. Most
of them are situated in between 35°S and 35°N of the Equator
with altitudes ranging from sca level to over 700 metres and
with varvine climatic conditions and soils. About one third of
the world’s =ugar production contributed by the flve countries
viz., Cuba. Puerto Rico, Dominican Republic, Jamaica and
Trinidad. The mujor sugar producers are Brazil, Argentina. Peru
and Mexico. In USA the principal =ugar cane States are Hawaian
Islands, Leuisiana and Florida. At a’lowest cost of production
the USA <ugar producers maintaining hizhest environmental
and labour standard. The USA is ulso o riajor sugar importer.
Here suvar cance barvesting season normally extends 22 to 24
months and =ome times it extends even 30 to 34 months. The
highest suvar recovery recorded in Australia. The Republic of
South Africa. Fyvpt and the islands of Mauritius are the three
major sucar producers in African continents. In Asia the maior
sugar cane producing countries are in India, Indonesia.
Philippine and China. In India sugar cane is cultivated in 40.76
lakhs hectors of land. India ranks first with regard to the area
followed by Brazil (26 lakhs hectors) and 13 lakhs hectors in
Cuba. The International Sugar Organization estoblished urnder
the Internationa: Sugar Agreement. }985 After two decudis
International Sugar Agreement was adopted by the United
- Nations’ Conference on Trade and Development in 1992. India
.. casts 38 votes out of 2000 votes in International Sugar Council.
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in India’s sugar bowl i.e. Naharastra, followed by Uttar Pradesh,
129 mills. The sugar sector has generated empleyment for 4
crore farmers in the fields 0f 40.76 hectors and 5 lzkhs in 506 in
factories. The Indian farmers are capable to produce 30 crore
metric tones of sugar cane in a year. Iz India early varieties
mature in 10 to 11 months and late varieties stands on the field
for 12 to 14 months. The Adsali crop stand on the field for 14 to
18 which is grow in Maharashtra and some parts of Andra
Pradesh. Normally the crushing season in India extends from
October to May. The Southwest monsoon affecting areas start
their crushing in October whereas Northeast monsoon affecting
regions start their season during late November. Tamil Nadu
and some parts of Karnataka get a chance to start their crushing
season from June to September and also run their mills about
190 to 200 davs above the normal period of 120 1o 150 days,
During the month of October highest recovery rate is observed.

India produces about 15.53 million tones of suvar every vear.
The state of Maharashtra contributes 3.34 milhion tones followed
by U.P. 3.73 million toucs. Today India 1= not only seif-sufficient
Lut also capabic to export to a tune of (.81 mil..on tones per
annum to more than 20 countries. The countries ke Pakistan,
Bangladesh and Shri Lanka are our bulk buver-. The annual
sugar cane price paid to the cultivators by ths Sugar mills
amounts to R=.12.500 crore per vear. The annua! turnover of
the Sugar Sector amounts to Rs.20.000 Crore. The Central
Excise Department gets an income of Rs.1,400 Crores are the
State Governments receives Rs. 800 Crore in the form various
cases. Looking at the importance of the Sugar sector the
Government of India estabiish 56 Sugar cane Research stations
all over the country.

Co-operative Sugar Scenario in India

Indian sugar industry can be claszified inte tw.o categories
viz. Organized sector (consist of modern sugar factories) and
unorganized sector (consist of traditional Sweeteners like guf
and Khandsari). The Unorganized sector considered as a rural
industry and enjoys much greater freedom than sugar factories-
They contribute about 37% of total Sweetener consumption i
India. The farmers co-operatives own and operate the lion shar®
of the total capacity of sugar industry. Share of sugar ¢ ¢
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operative in the national sugar sector amounts to 59%. The First
Five Year Plan (1951-56) could not do a notable improvement
in the co-operative sector of the sugar industrv. The plan
finished with only three co-operative sugar factories on the map
of India’s sugar industry. The country had to import 0.73 million
tones. A ten fold improvement was achieved by the co-operative
sector in 1960-61. Indian businessmen and sugar cultivators
established 174 sugar mills, out of that 30 factories here in co-
operative sector. The total output of sugar was 3.02 million
tones and the share of the co-operative was 0.45 millions tones.
In 1970-71 there were 73 mills, in 1980-81 149 co-operative
sugar factories, in 1990-91 the number shot up to 220 and at
the end of the century it was 259 out of 436 sugar mills in India.
Today we have 252 working co-operative mills out of 453
rworking! mills. About 53 mills in India are not functioning due
to several problems.

Problem of Sugar Industry in India
Low Yield of Sugar Cane

Low cane productivity is one of the serious problems that
cenironts the industry. The Sugar cane vield was 30.9 tenes per
hecterin 1930-31. But the two fold improvement observed after
impiementation of new varietics of sugar cane like Adsah. In
1654-95 it was 71.3 tonnes per hector and in 2002-03. This vear
it was 72.6 tonnes per hector. It is very low when it is compared
with Peru and Rhodesia which produce 171.4 and 100 tones per
hector respectively.

The sugar cane yield across the country varies widelv in the
range of 40 to 134.2 tones per hector. The Tamil Nadu and
Karnataka states stand fir<t and sceond by prozucing 154 2 and
91.2 tennes per heetor respectively. Leading states hike Madhyva
Prade:h and Bihar have the lowest vield in the range of 39.3 to
48.5 tones per hector. The Maharashtra and Goa has 89 and
- 60.6 tones of yield per hector.

Outdated Machinery

Most of the Machineries in sugar mills, particularly in those
T U P and Bihar are out-dated. For the last 40-50 years none of
o' major repairs or replacements have been made. Low profit
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often do not allow a substantial depreciation without which the
rehabilitation cannot be done.

The Co-operative Sugar Factory, Goa could not make
significant gain for the last 30 vears. The cumulative effect of
accumulated loss did not allow the Mill's management to go for
modernization The factorv never experienced major repairs

since inception.

Low Rate of Sugar Consumption

The average per capita consumpticn of sugar in India is enly
about 17.75 kg per annum, gur and khandsari 8.62 kg per annum
(total 26 .37kgz": one of the lowest in the world. It 1s 55 kg in
Australia, 32 kgin UK and 50 kg in USA. The high sugar price
and substitutes availability in the form of gur in the country.
are often responsible for low consumption. Jagarry tea is comimon

in Inc:an vilisoes,

Competition with Gur and Khand~ari Industry

One of the most sertous threats saoed by the sugar inauste:
e

18 its competition with unoerganices ~-ctor- gur and khand-an
producers. Impasition of high excize duty and control on sugar
stock. sugar price and cane price have resuited, decrease in the
. profit margn of the sugar mill= ang therefure. they are neither
in a positier i offer high price of cane 1o the farmers norm a
position to make payment in time. On the contrary khandsan:
units are free from such impediments and therefore. even though
the recovery percentage of gur or khand=ari does not exceed 6 -
7 percent against 8§ -10 percent in case of sugar, it is able to offer
higher price for cane and paymen: in time. Infect, over 50 % of
the cune grovn in the country 1= consumed by the cottage
incusiry. During the period of low sugar canc production in tis
country, gur and khandsar: producers simply supply their rav
materials to the mills, and vet a good return without much efforts.

Government Policies

Neither the sugar cane cultivators nor the sugar mill owners
are happy with the implementation of Government policies
either by the Central Government or by the State Governments.
So far no research has been made on the impact of the Govern-
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ment policies on sugar sector. The Government policies ai ¢ the
key earning drivers of the sugar sector. The government coniro}
on the sugar industry extends from procurement of raw material
to sale of sugar. Any liberal move in government policies relating
to the removal or reduction in levy quota. monthiv release
mechanism for free market, export thrust, mmport duty and
financial incentives to take over of sick units will have enormous
benefits for the sugar industry in the long term. The Central
Government regulates sugar price through releases. Presently
free sale 15 907 of the total production and levy sugar 10%. The
overall realization per quintal is much below the cost of factories.
The Govt. control policies led to blocked stock of sugar of 12.8
millionz tones in 2002-03 which amounts to Rs.16.000 crore.

Other Related Problems are

10 Tre idea of sugar complax has not been implementod

yoperiv factories are not permitted to utihize thetr o
AP SN
L czation have increased te muantain clean air and
crviranment

tiliow rate of import duty led to the dumping of sugar from
other country.

(v due consideration 18 not miver {07 the promotion of sugar
export; and

(vi the Statutory Minimum Price "SMP) is influenced by
pniitical wind rather than economic significance.

Suggested Model to Overcome the Problems

In 27902 po states in the world will Lave acentrol over the
entry of foreign products in their coustry. The country hke
China, Japan, USA, are waiting to dump their product in the
Indian market for the ‘crazy buyers of foreign product’. China
has already encroached our toys market. In the mean time the
Govt. of India introduced disinvestments policy and sold it stake.
In this juncture, the co-operatives are the only hope of the masses
J-O meet the future challenges.The success of the co-operative
Bugar industries purely depends upon the introduction of the
E{hwmg steps effectively and efficiently.

5
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Corpoerate Patriotism

The co-operative sector iz the only field where the members
play multi- dimensional role: 2= a buyer, as a seller. as a producer,
as an administrator, as a banker, etc. In case of joint-stock

companies, real owners are kept away from the direct participa-
tion. The stake-holder are in:erested in wealth maximization
rather than socio-economic c=velopment of their company and
employees. Lack of corporate patriotism is clearly visible among
the members of the joint stocx concerns.

The co-operative sector generated ‘surety and security’ for
members. The co-operative sugar factories. in particular. provide
a definite market for their entire lot of sugar cane and
infrastructure development funds at low rate of interest. A
drastic advancement in this direction may push up the statusof
the co-operative sugar factor:--= among the co-operative sectors

Merging of the State Boundaries

Most of the co-operative ~ucar mills in india have problem
of short supplyv of sugar can. The sugar factones are scasonal
in nature. Thevrun 90to 13¢ Zavsina \Car Even after conzider-
g three =hift per day, the to1al operating :ime comes le=x than
any other mills which rur. ©.r 8 hours per dayv. No unit can
riaintain its expenditure afior utilizing 2777 1o 33 % capacity

but sugar industry is still reaping profit.

The Sanjivani Sahakan Sakhar Karkhana in Goa. could not
utilize its full crashing capacity since inceptivn. Goan farmers
h.ave been supplyving only 40 < of the total cane requirement of
the factory for the last 30 vears The factory ix depending upon

e BU% of vete-cane from soovantaka. T Moarna f'a'y;'. ;‘.';":' S
are notenly interested te sunv v sugar cane b ut alse interesied
to become members. The political boundaries of the states do
not allow them to unify, being in the same union government. It
is high time for the co-operative sugar sector to merge the
political boundaries as early as possible without prejudice.

Sugar Industries into Sugar Complexes

The by-products of the sugar industries are (a) Bagasses'

(30%-35%), (b) Molasses (45-5%), (c) Press mud (25%-4%), (&
‘A" 92¢.% and (a) Roiler ash (0.3%). The cost
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of sugar continues to be high and due to the neglect of the
profitable utilization of the by-products. If the by-products are
used the cost of production of the sugar may go down by about
207%. The development of sugar cane by-products industries and
their ancillaries may push up the profitability of the sugar
industry. The countries like Australia, Brazil, Cuba. Philippines,
South Africa and Taiwan have developed numerous industries
utilizing the by-products. Some of these countries produce alcohol
as main product and sugar as by-product.

All the sugar industries in India have an gpportunity to
utilize the byv-products and the off-season man-dayvs. The sugar
mills do not have anv operation for 240-270 days 1n a vear. In
these days the industries can:

a) Generate Electriaty Power: produce fine wriiing paper
with the help of Australian technology or readv made
cattle feed by utihizing bagasses

thy extract aleoho! and spirit from molasses; and

cor wax from filiter cake/press mud

Additional investment in new plant certainly w3l fetch a

large amount of revenuc. The industries can compenzate the
man and machine hours unutilised of in the sugar production
unit in off-season. Let usx establizh co-operative sugar compiexes
but not just sugar factories in due course.

Recruiting Co-operative Specialist

Onlyv the efficient and expert management can create
innovative ideas. Hence there is need to appoint competent man
power The succe=sin performing the functions of rec iy
and se;:otion depends or o well-defied recruitment puaey. The
Success i recruitment policy depends upon ‘LET  mentality of
the employees and THREE ‘A’s-Adept, Adapt and Adopt.

Let the adept or expert personnel frame the policy:

Let us adopt or accept it, if does not work;

Let us adapt or modify as per our needs.

M{lJOI'lty of Board of Directors occupies the position by virtue
gX0eir economic status in the society. The quorum of these

ors hampers the innovative ideas of the sugar profes-
5. The seminar like this may inculcate them to think in
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right direction; leaving their prejudice and age-old beliefs aside.
The well-informed members of the co-operative sugar factories
can over turn the problems of selection of directors. Hence the
need of the hour is an awareness programme at bottom level.

Export as Viable Option

The countries like Brazil, European Union and Thailand
dominate the world export market. Due to the large scale
government subsidies and protectionist policy of the respective
States, thev succeeded in keeping the international price at rocx
bottom i.e. at Rs. 850 to 900 per quintal, corresponding sugar
cost Rs. 1200 to 1250 in India. They never pay Minimum Suppaort
Price (MSPto their farmers. Lot of export incentives and modern
technology have these countries at top and in stationary positiern.

Sugarcazes are crushed undoer three wheels W extract 1he
sugar juice. In India. unfortunat- iv, sugar industries are unier
the pressure of three whedls - Cane Price wheel! Guota whoe
znd Tax whevel On an average cune constitutes 6077 of the woral
cost of sugar »roducti-n The Centrid and the State Governm. s
notifications on Statutory Minin.um Price (SAP: controi the
sugarcane procurement poitey of the factories. The notifications
are released in the month of Ceteber every yvear. Theze
notifications are influenced by the sugar politics of the respective
states,

i}

In spite of the resistance. Sanjivani Sahakari Sakhar
Karkhana. Goa introduced high price for high quality cares.
based on recovery rate. Quota system of the Central Govt. led ¢
the pilling up of sugar stock is another problem. For the year

ST Ve ez Pa 14 GO0 s s ~r ol ity Thyrs. 08
D200 v wns Be Y6 800 erore. ore ated v additional barc. 0 8
carrvoos codt o the S ot innorest oo mantenances, L

system is not appiicable to gur and khandsari units. 53¢
inventory caring cost can be shifted to any other agencies of
public distribution system by handovering the stock.

Many sugar units can not bear the pressure of the cess wheel
at various stages. In this direction the rational thought of Govt
of Karnataka should be appreciated. The said Govt. had
withdrawn the tax burden and created an environment to g%
fast with their highest recovery rate which is the vital point of
the sugar industries in Karnataka. It is the well organized
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with high civic sense members group of the co-operative sugar
factories can lcad prevailing sugar politics in a right direction.

Conclusion
Ten Avenues For Sugar Revenues

(1) Amicable interstate agreement may abolish shortage of
sugarcane problem.

(2) The policy of cane price based on recovery rate gives justice
to the efficient farmers and inefficient units.

(3) No more sugar factories but sugar complexes which will
generate emplovment, sales proceeds throughout the year.

(4) Handover the sugar stock to any national inventory agencies
and get rid +f the nuisance of ‘carrvirg cost’

(5" Recrurntment oftrained and ade;t per~onnei in co-operative
sugar sector

3

{8+ Impiement. “1on of complete freedom cnd autonomy from
paper inte 3 roctics

(7' Treating socio-economic impact made by the co-operative
sugar indus=riesitselfis the tax recovery Hencerecomniring
SUgAT =CCLOT 23 JeSs €8s ur cessivess seeier as 1n the case of
unorganized sugar sector.

(8) Self-conscicus programme for members to generate
corporate pa:rotism.

(9) Setting of export target and not any impart quota.

(10)Following ‘LOTUS policv—keeping politics away beine in and
around pohitioe In Short

ST U LTI ULt oW CRging O Lo- speTalve sugar
fauone; for prosperity and nation bulldmz with self-respect,
Self-confidence, self-help and mutual help, and self-sufficient.”
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