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INDIAN SUGAR INDUSTRY - A STRONG INDUSTRIAL
BASE FOR RURAL INDIA

Dr. Adya Prasad Pandey *

ABSTRACT

Indian sugar industry, second largest agro-based processng industry afte the
cotton textiles industry in country, has a lion's share in acceerating industrializaion
process and kringing socio-economic dhanges in under developed rural areas. Sugar
industry covers around 75% of total rural population and provides employment to 5 lakh
rural people. About 4.5 crore farmers are engaged in sugarcane cultivation in Inda. Sugar
mill s (cooperative, private, and pubic) have been instrumenta in initiating a number of
entrepreneurial adivitiesin rural India. Present paper is an attempt as to review progress
of sugar industry in India, understand it's problems and chall enges in context of ongoing
liberali zation process Indian sugar industry can be aglobal leader provided it comes out
of the vicious cycle of shortage and surplus of sugarcane, lower sugarcane yield, lower
sugar recvery, ever increasing production costs and mourting losses. It neals quality
management at all | evels of adivity to enhance productivity and pgroduction. Attentionis

required oncost minimizaion and undertaking by product processng adivities.
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INDIAN SUGAR INDUSTRY - A STRONG INDUSTRIAL
BASE FOR RURAL INDIA

Dr . Adya PrasadPandey*

India is the fourth magjor sugar producing courtry in the world, the first three
being Rusda, Brazl and Cuba. Sugar industry occupies an important place among
organised industries in India. Sugar industry, one of the magor agro-based industria in
India, has been instrumental in resource mobili zation, employment generation, income
generation and creaing socia infrastructure in rural areas. Indeed, sugar industry has
fadlitated and acceerated pace of rura industrializaion. At present, there are 553
registered sugar fadories having capital investment of Rs. 50,000 crores and annual
production cgpadty of 180 lakh metric tonnes (ISMA Report, 2004). The anuwal
turnover of induwstry is to the tune of Rs. 25,000 crores. The ceatral and state
governments receve anually Rs. 2500 crore & excise duty, purchase tax, and cess
More than 4.50 core farmers are engaged in sugarcane aultivation and about 5 lakh rural
people have got dired employment in the industry. Sugar industry has brought socio-
ecnamic changes in rural India by way of facilit ating entrepreneurial adivities such as
dairies, poutries, fruits and vegetable processing, and providing educational, hedth and

credit faaliti es.

SUGAR PRODUCTION IN ANCIENT PERIOD IN INDIA

Sugarcane has been ore of the major crops of India since times immemorial. 1ksu,
the term of sugarcane, is found in the Atharvaveda', Vajasaneyii’, Maitrayani® and
Taittriya®, Samhitas and the subsequent Sutras’. The Aryans knew the plant from a very
ealy time® and the fad that sugarcane isindigenous to Indiais beyond dispute. The word
Iksu has no parallel in any ather Indo-Aryan language, which suggests that the Indo-
Aryans only came to know abou the plant only after entering India. Thisis, suppated by

the fad that littl e evidence of sugar or sugarcane is foundin any archaeologicd site of
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the prehistoric or ealy historicd period, however, this negative evidenceis no proof that

it was unknown.

The alltivation d sugarcane caight the atention d the Greek visitors to India so
something singular and strange. They speak of it as 'reeds that make honey withou the
agency of bees’. This phenomenon o swed juice produced from reeds was ingeniously
explained by Megasthenes®. According to him, the swee juice was due to the water
which the ane dsorbed from the soil being so warmed by the sun's hea that the plant

was virtually cooked asit grew.

In addition, Indian literature provides enough evidence of availability of
sugarcane in the ancient period. Sugarcane plant and its juice find mention in the

medicinal works of Caraka’ and Susruta'®,

In the Jatakas, there is a reference to pressng of sugarcane in machines™. The
occupation o cane pressing™ and the machine used in the process are spedfically
mentioned™®. The sugarcane press and alied machines were known by the name of
mahajanta (mahayantra or kolluka)** (compare with vernaaular word kolhu). The
Vyavahara Bhasya refers to sheds where such pressng madines were installed. India
ealy evolved the tedhnique of manufacturing sugar. The Arthasastra includes the

manufacture of sugar from canejuicein alist of works caled Simbanika.*®

Caraka'®, in his medicinal work states that ksudra guda is formed by evaporating
the juice of sugarcane down to a quarter, athird or half of the original volume. Guda is a
purified product and contain few impurities. Even more refined are matsyandika, khanda
and sarkara, eat of which is purer than the precealding one. Caraka notes the medicina
properties of these four types, which are in fad four stages in the process of
manufacturing granulated sugar Susruta’’ mentions phanita, guda, matsyandika, khanda
and sarkara, these being in order of purity. The Arthasastra'®, under kasra refers to

phanita, guda, matsyandika, khanda and sarkara.
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From ealy Buddhist works', it seems that sugarcane was a common crop and
sugarcane juice apopuar objed of consumption. Sugarcane fields greded the eyes of a

travell er wherever he went.?°

Kautilya™ natices it in the list of principal crops cultivated. But, he remarks
sugarcane is the least profitable of crops, for it is subed to various evils and requires

much care and expenditure.

Manuf? at one placesays that garlic and sugarcane grow in the same fashion as
sedals. Probably what Manu meansis that these two crops are nat normally propagated by
sowing seeds but are grown from offshoas. In ancient works, Iskuda®® and Iksumati®*
ocaur as the names of two rivers. These names indicaes that the Indians had a
knowledge of soil that best suited for sugarcane aultivation and reaognised that was the

soil irrigated by certain rivers was very suitable for the aop.

Describing a sylvan vill age on the outskirts of the Vindhya forests of Harsacaita®
gives a graphic picture of a sugarcane field, this refers to the aultivation d sugarcane
plants in enclosures, to the harm donre to them by antel opes and rabhits, and to the careful

tending nealed for the aop.

Advanced knowledge of sugarcane aultivation is clea from the dasgficaion d
the plants into several types, differing according to their qualiti es. Caraka?® mentions two
varieties paundraka and vamsaka. The Amarakosa’’, though by reme mentioning only
the punda and kantara types, implies many athers also in the word adayah. Ksiravamin,
the ommentator, names dme of these. But Susruta mentions twelve varieties-
Paundaka, bhiruka, vamsaka, sataporake, tapaseksu, kasteksu, sucipatraka, naipala,
dirghapatra, nilapora and kosakrt.”®

In the Vedic period it thus sams that, though the Aryans were aquainted with
sugarcane, they had na aaqquired the knowledge of manufaduring sugar from its juice
On the basis of the reference to the word in the ealy Buddhst literature, one can assgn
the beginning of sugar manufaduring in Aryan India to somewhere abou the aghth

century B.C asauming some necessary antecedent period for the knowledge to grow.?*
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In 3P A.D., the Chinese Buddhst pilgritu Fa-Hien entered Indiato the eat of the
Indus and he writes, "As you go forward from the mountain, the plants, trees and roaots
are dl different from those in the land o the of ban except the bamboo, the pomegranate
and the sugarcane”.*® Three hundred yeas later, he was followed by the Hiuen-Tsang
whotravelled in 62 AD observed, "They feed themselves generally on cakes of parched
gram, which they mix with milk, cream, butter, solid sugar and mustard oil. The juice of
grapes and sugarcane is the food o the Khatriyas. The fermented product of grainsis of
Vaisyas. The Brahmans drink the juice of grapes which dffers completely from that
distill ed from wine".*! Cunringham® wrote, "Gandhera of Swat (Peshwar) produce dso
much sugarcane of which they make stone honey". He mentioned, "Punjab (Pouretch)®
produces much sugarcane but no grapes’. Regarding Kosambhi locaed onJumuna thirty
mil es above Allahabad, he wrotes "This placeharvests a large quantity of rice and some

sugarcane."®*

Hiuen-Tsang during his visit (671-95) to India, "There ae swed melons,
sugarcanes and tubers and abundant....". When strangers are entertained in a monastery
ghee horey, sugar and aher eaables are offered.” A pill consisting of equal parts of the
bark of yellow myrobalans, ginger and sugar is prescribed for diarrhoea ad solid or dry

sugar can satiate hunger and thirst when eaen."

SUGAR PRODUCTION IN MEDIEVAL PERIOD

In 1213AD, the Chinese ambassador, Ch-u-ts-ai reported to Jenghiz Khan "In this

century sugarcane is cultivated. The people make wine and sugar from juice"*®

In 1498 Vasco de Gama dso saw large quantities of sugar at Calicut®” Ludovico
di Verthema®, an Italian who travelled in the East in 15038, on sedéng an immense
quantity of sugar at Zibit in Arabia, a hunded miles north of Perim and a Bathacda, a
littl e south of Goa on the Malabar Coasts recorded "a great abudance of sugar especially

candied acording to ou way."

In Aln-i-Akbari written by Abul Fazd in 1590, cane is dated to have been o

various kinds, but mainly of two sorts, one cdled paunda, one spedesis o tender and so
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soft, so full of juice that a sparrow by speding could make the juice flow, the other
spedes is hard. The former was grown for eaing and the latter for sugar making-brown
sugar candy, common sugar, white candy, and refined sugar useful for the preparation o
al kinds of swedmeds.

It is evident that cultivation d sugarcane was prevalent all over India

REVIEW OF LITERATURE

A review of the eisting literature on commercia agriculture in India must start
with the writings of B.B. Chaudhwari on Bengal. Central to Chaudhui's analysis is a

distinction ketween the old and the new credit agencies in the Bengal courtryside.*

To dgressbriefly into the historiography d agriculture in colonial U.P., Sulekh
Gupta and Imtiaz Hussain concentrated in 1960s on 'Landiords and 'Tenants' as legal
caegories creaed by British revenue pdicy in the ealy yeas of the nineteenth centre
and Walter Nede highlighted the incomplete articulation d the two in an imperfedly
developed market for land and tenuirial rights for the whole span of colonia rule.*
Concerned primarily with the intricages of tenuria rights, these studies by and large

ignored the adual condtions of agricultural production.

Analysing the dfeds of ealy nineteeith century review settlements, Asiya
Siddigi has commented that the subsistence element in (the peasant) economy was
undermined and monetizaion was induced, not because (the peasant) had a surplus to
exchange but because of the necessity of paying his instalment of revenue forced him to
sell even hisfoodand stock** Siddigi and Bayly have highlighted the linkage of regional
production d indigo, cotton and sugar to the overseas and a growing home market in the
first half of the nineteenth century.

Eli zabeth Whitcombe has painted arich picture of the late nineteenth century U.P.
courtryside, based onthe voluminous records of the Revenue and Irrigation Department

and on dstrict settlement reports.*®
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According to Mintz,** he feds that sugar, whether its origin is from cane or bed,
Istoday regarded as a mass consumptionitem and it also acourts for alarge share of the
total cdorie intake of an average household. This universality of sugar is of recent origin
and is closely related to the global expansion d European power. The aithor attempts to
review the link between the increasing European, espedally English, household sugar

consumption and the Engli sh economic power.

According to Minz, sugarcane was first domesticaed in New Guinea around 8000
B.C. and was caried to India &ou 2000 \eas later, though it is evident from
Atharvaveda and Charaka Samhita that India was the home of sugarcane since ancient
times. However, it was only around the deventh century that evidence of European
knowledge is available (Southern Europe from Italy) and Asian or Arab sugar in
significant quantity arrived in Europe. During the 10th to 12h century, knowledge aout
sugar spread throughou Europe. Till the 16th century, sugar was used as medicine rather
than as savedener in Europe leave done & afooditem. From medicine to a luxury sugar

becane anecessty only in the 19th century.

Mintz uses bath historicd and anthropdogical skill s in exploring the importance
of sugar in the consumption basket of European howsehalds, both becaise it is 2 recent
and so olvioudly linked to the outward expansion d Europe.

Finally, Mintz discusses how questions of power, social status and herarchy are
inevitably intermeshed with questions of how people live their lives, how they organise
their livelihood the habits associated with consumption, production and so on. Sugar
contributed na only to the enrichment of the imperial ruling class but also helped in
winning over to the latter side the growing proletarian class by making it a product
whase increasing consumption visibly symbolised their upward social visibility. This
was also strengthened by the aguments that the readiness of working people to work
harder in order to be &le to ean and thus consume more was a aucia fedure of the

evolution of modern patterns of eding.
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The story of sugar and slaves has been told dfferently by Mintz. According to
him, there ae two types of slaves : those who work on dantations and those in the

working classhome - craving for swedness

The reseach dore by 'Sanjaya Baru™® on 'Structural Changes in the International
Sugar Economy' is aso in similar vein. It supports the agument that two hunded yeas
after enslaving people to work on sugar plantations, rich courtries are enslaving them

again by ruining their plantations and for any of the poa courtries to rely on them.

According to Galloway®, the history of sugar is linked with a trio of institutions

which were anything but swed. These ae plantation, Slavery and slave trade.

Amin*’ focusses attention onthe aultivation of sugarcane by small farmers in
Gorakphur region. He analyses the socio-eanomic and cultural condtions, under which
these small farmers became dependent upon traders, landords and aher intermediaries

for marketing sugarcane for the production d crystal sugar.

The most significant contribution onsugarmaking in ancient period is by Lallanji
Gopal.”® This is a well researched pieceof work giving the origin of sugarcane and its
cultivation and the at of sugarmaking using as urces ancient documents like
Atharvaveda, Charaka Samhita and Sushruta Samhita and the subsequent sutras. It
elaborates on various forms of sugar which were made from cane juice and its uses. The

paper also lists various fruits used as a source of sugar.

Nagquvi*® describes various centres of sugar production in upper India during 16h
to 18h centuries. She dwells upon methods of sugar manufaduring, pradices of
sugarcane adltivation and the regional variations. She daborates uponthe trade in sugar
covering various centres from where sugar was being exported and daces to which it

was being exported onacourt of the East India Company.

Attwood Donald*° has studied another dimension " Capital and the Transformation
of Agrarian Class System. A Case Study d Sugar Production in India". In this paper the
author has raised two isues : (i) Why dosome agrarian systems generate more e@nomic

growth than athers' and (ii) Why do some undergo structural transformation leading to
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further growth, while others stagnate? These isaues have been discussed in terms of
different kinds of agrarian class ystems which either promote or inhibit economic
innovations, and economic forces in terms of different levels of capital investment and
managerial skills required for different levels of production and dstribution systems. His
conclusion is that ownership control of land is not relevant to the productivity of
sugarcane farm in Maharastrawhile R.K. Gupta® feds that it is the landed interest which
could increase sugarcane adltivation and in turn sugar productionin Birbhoom district of
West Bengal.

In 1973 S.L. Saxena is his book "Labour Problem in Sugar Factories in Eastern
U.P." has dudied deg abou problems of sugar industry in India. In 195Q M.S. Veshen
in his book "Labour Problem in the Sugar Industry of Gorakhpur and Deoria" has
narrated in detail abou the labou problems of sugar industry in Gorakhpu and Deoria
districts of Uttar Pradesh (Indida). In his book "Problems of Sugar Industry in Eastern
U.P.", Bhgawati Prasad Khetan has narrated abou labou problem of sugar industries. In
1965 D.U. Artha Vijnana Sasthy described the various aspeds of locaion of Sugar
Induwstry in his bodk "Location of the Sugar Industry in India". Dr. Jitendra Kr. Jain in
1992 fas described the development of Sugar Induwstry in his bodk "The Sugar Industry
in India". In 1992Dr. D.K. Grover and S.S. Singh studied abou different aspeds of
labour, finance, raw materials in his book "Problem of Sugar Industry in India". In 192
Shri Satya Prakash has worked onWorking Performance of the U.P. Sugar Corporation.
In his dudy he has gudied abou various aspects working of sugar mills.

Survey of literature reveds that there is a nead to undertake asystematic study of
progressof sugar industry in India, understand its problems and chall enges in context of

ongoing liberalization process The present study is aimed to fulfil these requirements.

FIVE YEAR PLANS AND SUGAR INDUSTRY

The sugar industry was granted protediontill 1950 Since independence there has
been an overal increasing trend in sugar production in India. Production d sugar has

increassed by legps and boumnls in the planning period. To med the increasing sugar
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requirement during different plan periods targets of sugar production were fixed as
depicted in table 1.

Table-1 Progressof Sugar | ndustry During Five Year Plans

Plan Production Actual No. of Sugar
Target (lakh Production Mill s
tonnes) (lakh tonnes)

First Plan (191-56) last yea 18 19.34 138

SewmndPlan (195661) last 25 30.29 175
yea

Third Plan (1961-66) last yea 35 3532 200

Fourth Plan (196974) last yea 47 39.50 229

Fifth Plan (197478) last yea 54 5842 298

Sixth Plan (198085) last yea 76 61.78 356

Seventh Plan (1980-85) last 102 10990 414
yea

Eight Plan (199297) last yea 143 - 412

Ninth Plan (19972002 last 148 185 434
yea

Tenth Plan (200304) last yea - 170 461

Source: YojanaNov. 1999 ISMA Report 2004 and Internet.

Before the commencement of First Plan there were 138 sugar fadories with an
installed annual sugar production of 19.34 lakh tonres. During the plan period, to
acdhieve targets of sugar production, licences were issued for setting up d new fadories
and for many o the eisting units to expand the size of the units. The number of the
sugar factories increased to 143in the first plan, 175in the second gdan. The production
increased to 3029 lakh tonres in the seaond plan. During second pan the target of
production was 22.5 lakh tonnes which was increased to 25 lakh tonnes but the adual
production exceaded upo 3029 lakh tonnes which was dightly more than demands. This
resulted in decontrol upto some extent. In the third plan the target of production was 35
lakh tonnes. Due to short fall in production of the cane in first threeyeas of the Third
plan the target could na be fulfilled bu at the end d the plan the target of production
was adhieved with produwction o 3532 lakh tonres of sugar. Although the sugar
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production upgo 3d Plan was more than target but due to seasonal variations the target
could na be adhieved in fourth plan. Again in Fifth pan the production was more (28.42
lakh tonnes) than target (54 lakh tones). In the Sixth pan the larget was 76 lakh tonnes
but the production was only 6176 lakh tonres. Again in Seventh plan it was more than
target. In Eight plan the target further could not be atieved. Although the production o
sugar deaeased in 192-93 and 199394 but it increased to 146 lakh tonnes in 199495
and India became largest sugar producing courtry in the world. In 20022003 the
production d sugar in India was 28 lakh tonnes which deaeased to 170 lakh tonres in
200304. IN 195051 there were 138 sugar millsin India but upto 31st March 2004this
number increased to 461 At present their are 553 registered sugar fadories having
capital investment of Rs. 50,000 crores and annual production cgpadty of 180 lakh
metric tonnes (ISMA Report, 2009 and presently sugar industry is the second largest
agro-based industry of India.

SUGAR POLICY OF THE GOVERNMENT

Sugar is a @ntrolled commodity in India under essential commodies ad, 1955
Government of Indiainitiated de-licensing policy in sugar industry on 11h September,
1998 in view of globalizaion process and since then industry has experienced
significant changes. De-licensing of sugar industry has led to mushrooming growth of
sugar mills. During 198889 to 199192, government had introduced partial control in
acwordance with levy-free sugar ratio was 45:55. It was 40:60 duing 199293 to 1996
97. Decwontrol of sugar trade got momentum in due curse and at present (2009, levy
freesugar ratio is 10:90. The Committee gpointed by government under chairmanship
of SK. Tutga recommended decontrol of free sale sugar by October, 2005 Centra
government annourced statutory minimum prices (SMP) of sugarcane and onthis basis
state governments fix state alvised prices (SAP). Unfortunately, SAP is being used as a
politicd tod and has been main concen o sugar mills as it results in escdation d

production costs.
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PRODUCTION

Both area and poduction o sugarcane fluctuate wnsiderably from yea to yea.
Thisisdueto variations in climatic condtions, the vulnerability of areas cultivated under
rainfed condtions, fluctuations, in prices of gur and Khandsari, and changes in returns
from competing crops. Despite this instability, both area aad production o sugarcane
have increased considerably over the past three decales.

The dhief raw material for sugar productionin Indiais Sugarcane. The data shows
that areaunder sugarcane and production had shown a mixed growth duing 1994-95 to
200304. Out of 10 yeas of the study, areaunder sugarcane had pasitive growth duing 7
yeas and regative growth was observed duing 199778, 200203 and 200304 (Table
2). As far as sugarcane production is concerned, it had negative growth during 1996-97,
200001, 200203 and 200304 dwe to lower rainfal. There had been considerable
variations in areaunder sugarcane, sugarcane production, and yield of sugarcane during
199495 to 200304.

Table 2 : Progressin Sugarcane area, production and yield 199596

Y ear Area ('000 ha) Production ('000 Yield/ha
tonnes)

199495 3867 275540 7130

199596 4147(7.24) 281100(2.01) 67.80(-4.91)
199697 4174(0.65) 277560(-1.25) 66.50 (-1.92)
199798 3930(-5.84) 279541(0.71) 71.10(6.92
199899 4055(3.18) 288722(3.28) 71.20(0.14)
199900 4223(4.14) 299324(3.67) 70.90(-0.42)
200001 4316(2.20) 295956(-1.13) 68.60 (-3.24)
200102 4430(2.64) 297208(0.42) 67.40(-1.75)
200203 4361(-1.55) 281575(-5.26) 64.60 (-4.15)
200304 3995(-8.39) 236176(-16.12) 59.10(-8.51)

Source : Report of the committee on revitalisation d sugar industry, Government of

India, Dec. 2004 Cooperative sugar, Vol. 12, August 2001

Note : Figures shown in bradets indicate percentage dhange over previous yed.
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Fluctuations in sugarcane prices also led to under or over production d sugarcane
during this period. Sugarcane yield had negative growth duing 7 ou of 10 yeas of
study. As aresult, sugar industry had storage of sugarcane. Sugarcane yield (per hedare)
in India was 59.10 tonnes during 2003:04. It is too low in comparison with sugarcane
yield in Kenya (100 MTs), Hawai (150 MTs), and Austrialia (75 MTs). In view of this
situation, India neeals to increase sugar cane yield at par with global competitors to
asaure viahility of sugarcane ailtivation and sugar industry. Government shoud provide
irrigation faaliti es, adequate, and regular power supgy to agriculture sedor.

In India, 65-70% of avail able sugarcane is used for manufaduring sugar, and 30
35% for making gur and khandsari. During 199495, there were 408 operating sugar
fadories in India. The number of sugar fadories rose to 461 over period d 10 yeas,
registering an increase by 1299% (Table 3). Over the period d 10 yeas of study, sugar
production saw substantial variations. During 199495, sugar produced by 408 fadories
was 14.64 milli on tonnes. A moderate increase in sugar production (i.e. 12.97%) was
observed duing 199596 over 1994-95 bu succealing two yeas saw a substantial
deaease in sugar production.

Table 3 : Number of operating sugar factories, production, and recovery

Y ear No. of operating Sugar production Reavery (%)
sugar factories ('000tonnes)

199495 408 14643 9.92
199596 416(1.96) 16543(12.97) 9.42 (-5.04)
199697 412(-9.06) 12905(-21.99) 9.90(5.09)
199798 400(-2.91) 12852(-0.41) 9.95(0.50)
199899 427 (6.75) 15541(20.92) 9.86 (-0.90)
199900 423(-0.94) 18200(17.11) 10.20(3.45)
200001 436(3.07) 18511(1.72) 10.48(2.74)
200102 434 (-0.46) 18529(0.09) 10.27(-2.00)
200203 453(4.37) 20100(8.48) 10.36 (0.88)
200304 461(1.77) 17000(-15.42) N.A.

Source: Report of Indian sugar mill s association, 2004

Note : Figures shown in bradkets indicate percentage dhange over previous yed.
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The data shows that there was negative growth o sugar production duing 1996-
97, 199798 and 200304. As far as sugar recovery is concerned, it remained below 10%
during 1994-95 to 199899, and dlightly above 10% during 199900 to 200203 (Table
3). Use of low yield varieties, unscientific harvesting of sugarcane and delaysin crushing
are some of reasons resporsible for low sugar recvery. Global competitors, such as
Australia have sugar remvery between 1425%, 16% in Kenya, Columbia and Hawal
have dove 12%. In the context of competitive global scenario, Indian sugar industry
urgently needs to undertake reseach and development adivities to increase sugar

recovery.

ASRAW MATERIAL SUPPLIER:

Sugar industry is a major supdier of molasses for alcohd and ethanad producing
units. Bagasse is used for power generation as well as paper production. Ethanal can be
used as fuel. The data given in Table 4 shows production d molasses and ethanal during
199502. Sugar industry produced 64.97 thousand tones of molasses and 1214 7thousand
litres of ethanal. There had been ups and downs in production d molasses and ethanadl
over period d 8 yeas of study. Molasses production had deaeased by 28 35% in 1996
97, 5.54% in 199798 and 249% in 200001 over precaling yeas. Ethand production
and its consumption had a moderate increase. Ethand consumption increased from 9000
thousand litres in 1994-95to 12663 thousand litresin 2003-04. The éhand consumption
incressed b 4070% during decale. At present, oil refineries are dlowed to add 3%
ethand in fuel. It may be increased to 10% in future which is essentia to enhance

econamicd viability of ethand producing units.

Table 4 : Production of molasses, and ethanol consumption

Y ear Molasses ('O00 | Ethanol ('000 litres) Ethanol consumption
tonnes) ('000 litres)
199495 64.97 12147 9000
199596 82.85(27.52) 15491(27.53) 9450(5.00)
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199697 59.36 (-28.35) 10669(-31.13) 9922(4.99)

199798 56.07 (-5.54) 12632(18.40) 10418(5.00)
199899 69.76 (24.41) 13202(4.54) 11486(5.00)
199900 80.22 (15.00) 13801(5.45) 10939(5.00)
200001 78.22 (-2.49) 14427(5.54) 12060(4.99)
200102 80.66 (3.12) 15085(4.56) 12663(5.00)

Source: Report of Indian sugar mill s association, 2004
Note : Figures shown in bradkets indicate percentage dhange over previous yed.

EXPORT, IMPORT AND DOMESTIC CONSUMPTION

Indian sugar industry contributes 15% of global sugar production. While its sare
in global sugar consumption is around 134%. Sugar exports from India had shown
remarkable growth duing 199899 to 200203, i.e. from 10000MTs to 1410000MTs.
However, exports of sugar dedined substantially during 200304 by 7872% and 9333%
during 2004-05 over their respedive previous yeas due to deaeased sugar prodiction
and urcompetitive sugar prices (Table 5). Whenever there is lower production d sugar in
the oourtry, sugar isimported to med domestic demand. Sugar imports during 199899
to 200304 hed mixed growth trend. Domestic consumption of sugar in India had dlight

fluctations during 199899 to 200304.

Table: 5 Export, Import and Domestic Consumption of Sugar

Y ear Sugar exports Sugar imports Domestic
(‘000 MTy) (‘000 MTy) consumption (‘000

MTS)

199899 10 1075 16971
199900 25 (150 438(-59.26) 17296(1.91)
200001 1360(5340 - 17845(3.17)
200102 1130(-16.91) 10(-77.17) 19960(10.73)
200203 1410(24.78) 10(-90.00) 19880(1.11)
200304 300(-78.72) 500(4900 19580(-2.00)
200405 (Prov.) 20(-93.33) 1800(260 19170(-2.09)

Source: Report of Indian sugar mill s association, 2004
Note : Figures shown in bradets indicate percentage dhange over previous yed.

CRITICAL ASESSVENT

Sugar Induwstry occupies an important placeamong organised industries in India

Its main raw-material is sugarcane. The spedal thing for al kinds of the raw materia is

that it shoud contain the highest percentage of the content for which it is used as raw
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material. But the quality of sugarcane of our courtry is not so good and reseachers are
trying to updite it but due to lack of interest and proper attention from the government
side, they are nat succeealed yet today. Per hectare production d the sugarcaneisalso nd
improving which is a matter of grea concern. It is probably due to ladk of land fertili ty
and lack of irrigation fadliti es. Other courtries of the world such as Cuba, Fizzy &
Caribbean's, which are very small in comparison to India, are producing much more

sugarcane per hedare than India.

The share of Indiain the total production of sugarcane in the world is 37%. But
the production d sugarcane isonly 15tones per aae whereasin Javait is56tonesandin
Hawaii it is 52 tones i.e. amost four times than India. The production cost of sugar is
aso high dweto inferior quality of Indian sugarcane. Since sugar mill s are running to loss
so they are unable to pay the cane grower growers timely. So the quality improvement in

cane grower isthe neal o the time.

The sugar policy of the Government has been seriously lacking a long-term
perspedive. Controls, decontrols, partial controls, etc. have been used in past in an adhoc
manner. It is necessary to asaure supdy of sugar to poaer sedions at ressonable rate.
But government palicy on cane prices, control of price of sugar, dua pricing etc. have
been designed and implemented for the benefit of sugar mill owners and dstributors and
rarely for benefits of cane growers or for benefit of consumers of sugar. Much o the

il nessand problems of sugar industry are the result of the government's palicy.

In the sugar indwstry several by-products spedally bagase axd molasses are
found At one time bagasse was used as fuel, which sugar fadories didnot know what to
do with the acamulating molasses, a hedth hazads. Small cottage industries may be
established for disposing these by-products in a positive way for preparing paper,
cadbaards, alcohd, fertilizers, catle field etc. Apart from it manufaduring process of

sugar also neads certain modification so that yield may be improved.
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CHALLE NGESFOR SUGAR INDUSTRY

India ranks first in sugar consumption and second in sugar production in world
but it's dare in global sugar trade is below 3%. Indian sugar industry has been faang
raw material, and resource & well as infrastructural problems. Globalizaion has brought
a number of oppatunities but at the same time paosed certain challenges before sugar
industry. Most of sugar units in India utilize production cgpaaty below 50%. Low
cagpadty utili zation and inadequacy of raw material led to closer of 100 sugar fadoriesin
India. Mourting losses and deaeasing networth of sugar fadories have been resporsible
for sickness of sugar industry. Sickness in sugar industry has readed to an aarming
propation. Indian sugar industry has been cash striven for decales. Low cash inflow due
to pling stocks leads to serious financial crisis and finaly to closing sugar fadories.
Sugar prices have been a pdliticd isaue rather than economicd issue. Many a times it

worsens econamy of sugar fadories.

The main concern of sugar indwstry in Inda is fluctuations in sugarcane
production die to inadquate irrigation fadlities, lower sugarcane yield, and frequent
droughts in tropicd and sub-tropicd areas where sugarcane is grown ora large scde. In
addition, sugarcane yield has been lower (59 Mts per hedare). Sugar recvery is aso
lower in comparison with ather sugar manufacturing courtries. This leads to escdation
of production costs and weakness competitive edge of the industry. Most of sugar mill s
in India ae having daily sugarcane aushing cgpadty of 1250tonres. These mill s cannot
have emnomies of scde so they have to incur high production costs. Indian sugar
industry is charaderized by hgh production costs. Therefore, daily crushing cgpadty
shoud be etended to 2500 tonres. Obvioudly, indwstry has a grea challenge of
existencein global market. In recent yeas, sugarcane productionin India has decderated
to agrea extent due to water and power shortage. Speaal attention is nealed to be given
on water resource management. All the aeaunder sugar cultivation shoud be brought
under drip irrigation to conserve water as well as fertili zers. Adequate and regular power
supdy to sugarcane growers and sugar fadories would increasse production and
productivity. To enhance share of Indian sugar industry in global trade, quality and
quantity of sugar neads to be enhanced.
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CONCLUSION & SUGGESTIONS

Sugar industry is the second largest agro-based industry in India. Sugar factories,
particularly cooperative sugar fadories in Maharastra and other states have been
instrumental in bulding confidence among rural people and strengthening industrial base
in rura India. In the era of globalizaion, sugra industry neads more competitive edge
which can be given byway of modernization, enhancing productivity, and manufaduring
excdlent quality sugar at competitive prices. It neals quality management at every level
of adivity to enhance its performance The need dof the hour isto liberalizeindustry from
clutches of unprofessonal people. Most of the sugar units do nd have byproduct
utili zation dants. Projeds based on lagasses and molasses soud be initiated. Ethandl,
aochadl, and paper projeds have tremendous scope for development in India. In future,
10-15% ethand may be dlowed to be blended with petrol. Bagasses based power
generation projeds installed adjacent to ead sugar fadory would fulfill need of power.
NABARD shoud provide alequate and timely refinanceto these projeds at concessonal
interest rates. New sugar units dhould be set up taking into consideration sugarcane
avail ability. Reseach programme shoud be undertaken in areaof sugarcane altivation,
enhancing sugarcane productivity, and sugar recvery. Sugarcane prices shoud be fixed
on hasis of sugar remvery. Attentionisto be given onmanufaduring quality sugar as per

International standards at competitive prices.
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