The curious case of sugar

The Rangarajan committee recommendations on sugar reforms have been putinto cold storage.
Yet, the industry has managed to break out from the infamous surplus-shortage cycle

INDIAN SIIGARCANE PROFILE

he president of Indian Sugar
Mills  Association {ISMA)
Vivek M Pittie claims on the
basis of empirical evidences
of recent years that this country, which
In the last two seasons overtook Brazil
[0 emerge as the world’s largest pro-
ducer of the sweetener, has ceased to
be vislted by the “infamous cycle™ in

the commodity,
The phenomenon of the past when
“three to four years of surplus

1hon would be followed Uy two 1o three

farmers und supar producers in the ratio
of 730,

‘The committee also recommended
that payment (0 farmeps be made in two
instalments, First, the disbursal of floor
price, that is, the government deter-
mined fair and rermunerative price (FRP)
for the season, Second, the balance will
De payable based on official half-yearly
ex-mill sugar prices. The Rangsrajan
committee  formula  sutomatically
assumes cane growing states will forego
the much abused privilege of imposing
a price premium on FRP to humour
growers, lirespective of Its negative

years of shortfall in output,” as Pittic  impact on industry working. No stake-
points out. would see India alternating  hoider of the sugar economy, including
48 an exporter in times of the central government, has
abundance ofsupplvandan o e  guestioned the logic of reve-
importer during the “down nue apportionment between
cycle.” Millions of farmers in w the constiruents of farmers
the sugarcane growing and factorkes in 7(:30 ratio
states and crushing foctories But neither the Manmohan
were perfodically put to Singh government not the
much distress as the wheels present dispensation in Delhi
of "Infamous cycle” rofled. Tw oould get the states on board
New Delhi was for long to make a new beginning
In 4 wilderness to find cura- #'MhYSIS BEHIND  with the crafied
tives for the major agro- EHEADUINES revenue-shoring  formula
based Industry where anly along with liberalisation of
4 handful of large groups SURT EXPOTT-Import trade.
with value generaling assets in the The guestion then is in spite of the
downstream based on sugarcane by-  government putting Rangarajan com-
products were somewhat immune to  mittee recommendations into cold stor-

the fuctuations in ndustry fortunes, 1n
 move 1o put the whole industry onan
even keel, the C Rangarajan committee
suggested a number af corrective steps
In 2012, the most Important being the
recommendaiion (hat total revenues
from sale of sugar and sugarcane by-
products such as electricity generared
by way of burning bagasse, ethanol and
press mud used as soil conditioner
should ideally be shared between

age, how did the sugar industry manage
10 breakout from the “infamous cyclke™
marked by years of high imports or
exports depending on local production?
Pittle savs for the import and export
opportunities that this country offered
in the past and the way production here
would move world raw and white sugar
pricesinthe global market, indis would
remaln under close wateh of global trads
ing houses. Togive one example, major
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preduction setbacks forced India to first
import 24 milllon tonnes (mt) in 2008-
09 followed by a much bigger amount
of nearly 4.1 mt In the following yess,
Then, in 2007-08, the government
allowed exports of around 5 mt as a res-
cue act for the industty deluged with
overproduction and, therefore, unremu-
nerstive ex-factory prices,

According to Pittie, all that Is in the
past and based on the experience of past
nine seasons, excepe for 2016-17 when
some major sugarcane growing reglons
experienced severe drought, Now “Lcan
comfortably say thot not only have
major Nuctuations in sugarcane and
sugsr production between years minl-
mised” but ISMA forecasts of the crop
size and sweetener output are proving
fairly sccurate, he adds, Sarelline imag-
ing of sugarcane screage and improved
countrywide periodic monitoring of
crop condition have lent credibility to
ISMA forecasts. 1n the process of India
CmeIging as a net surplus sugar pro-
ducer on a sustainable basis, global
trade speculation centring India is no
longes of much relevance,

Explaining why India has becomne a
“structural surplus  producer snd
exporter of sugar,” Plirie says while com-
paratively high returns that sugarcane
prowing fetches compared to other
crops and the unique advantage of

assured disposal to the last stick stand-
ing on furmland at government fixed
prices have over the years strengthened
cultivators” interest In cane growing
reflected in rising acreage under this
cash crop. They also have benefired
from the introduction of high-yielding
and early-maruring varleties, Credit for
the latter goes as much 1o sugarcane
research institutions as to progressive
sugar companies such as Balrampur
Chinl, Dhampur Sugar, Dwarikesh and
DCM Shuriram,

“Pittie’s thesis of farmers taking
Increasing Interest In sugarcane cultiva-
tion is bome out by [acts on the ground.
Sugarcane acreage since the beginning
of the milkennium is up from 4.316 mil-
Hhon hectares (mh) 1o 5502 mh. Recovery
of julce from sugarcane during this
period rose from 1048 per cent 1o 11,01
per cent, Delays in payment of cane bills
haven't been o disincentive to raise sug-
arcane output,” says former ISMA pres-
ident Om Prakash Dhanuka. The all-
India average sugarcane yield per

10 753 tonnes last season. Both in yield
and Jjuke recovery, Maharashtra,
Karnstaka, Punjob and pars of Urtar
Pradesh are at the topof the table, while
Andhra Pradesh and Blhar are found ot
the bottom, adds Dhanuka,

Many factors have combined (o7
breakthroughs in farm productivity and
juice recovery rate. But oll that threw up
the challenge of finding 4 supplemen-
fary use of sugarcane besides making
sugar. The least that the industry wants
Is to be saddied with season’s opening
stock at an overwhelmingly large 146
mt as seen In October 2019 This big an
Inventory ar season start is almost equal
10 the country’s seven-month consump-
tion, Though it i not sakd formally, the
Inspiration 1o use a growing portion of
sugarcane julce und B-heavy and C-
heavy molasses to produce ethanol for
blending with motor fuel came from
Brazil's long-standing policy to decide
at the start of @ seuson 4s to how much
of the crop is to be used for making
sugar and ethanol. The deciding factor
for aspportionment of sugarcane
between sugar and ethanol is the global
prices of sugar and petrol, Brazil has on
1ts road "flex fuel vehicles,” which can
be run on 100 per cent ethanol or any
combination of ethanol and gasoline.

Even while It dawned on New Delhl
along time ago that the country will do
wellwith a high percentage of blending
of ethanol with petrol, the programme
In this respect had 4 somewhat mean-
ingful beginning only in 2007 But as
Plttle points cut, ethanol use got 2 rmajor
1ift In the lost few years on the back of
“fixed remunerative prices and guaran-
tee of an assured market for all the eth-
anal that is produced.... For the first time
last season, we could divert some sur-
plus sugar into ethanol, But our expec:
tation for the current season is that
around 800000 tannes less sugar will
be made due 1o diversion of B-heavy
molasses and sugarcane Juice from
sugar into ethanol.” As we go forwuerd,
the diversion could be higher as more
and more factories acquire capacity to
produce ethanol from B-heavy molasses
and sugarcane juice.



