Sugar decontrol gets Rangarajan push

m Panel recommends scrapping of release order mechanism through which govt controls sugar sales in open market
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ONG stifled by government

controls, thesugarindustry

may finally get some relief
A panel, setup by Prime Minister
Manmohan Singh, on Friday sug-
gested deregulationof theao,000-
crore sector, recommending free-
dom tomills from the obligationof
supplying subsidised sugar for
staterun welfare programmes.

The committeg, headed by
Prime Minister's Economic Advi-
sory Council chairman C Ran-
garajan,alsopitched for the scrap-
ping of the release order
mechanism through which the
government controls sugar sales
intheopenmarket.

Currently, mills are mandated
to sell 10% of their output called
“levy sugar”, to the government
for the public distribution system
(PDS) at cheaper rates that cover
just around 70% of their cost of
production. This stipulation
translates into an impost and has
undermined the growthof thedo-
mestic sugar sector, which has
failed to attract any foreign direct
investment for years now.

The government also fixes the
quarterly quota of sugar that
mills are required to sell in the
open market, aimed at discourag-
ing hoarding and keeping sup-
plies steady. These apart, regula-
tions on stocks and cane pricing
haveledtoaregularcycleof boom
and bust in sugar production and
also contributed to an inconsis-
tentexport policy.

Profit at the largest sugar pro-
ducer, Bajaj Hindusthan, slumped
by more than 76% to 12 crore in
the year through September 2011,
while margins of other compa-
nies, including Balrampur Chini
Mills, Sakthi Sugars, Rajshree
Sugars, Simbhaoli Sugars,
Dwarikesh Sugars and Triveni
Engineering, have also been un-
der pressure.

If implemented, the scrapping
of the levy burden alone would
leave an additional ¥3,000 crore a
year with the cash-starved sector,
but it will also raise the Centre's
food subsidy burden accordingly.
Thelevysugarprice is fixed at just
over ¥19 a kg against the current
mill gate rate of 35. India, the
world's top sugar consumer and
second-biggest producer. needs
around 2.8 million tonne of levy
SUEArayear.

“Levy amounts to a cross-sub-
sidy between open market and
PDS sugar and is not in the inter-
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BBMahajan, former food secretary

BRemove levy obligation of mills
and bearthe subsidy on PDS
sugar sales

WGofor full decontrol, but in a phased

manner; liftcontrolon sugar sale in
openmarket

BAnnual sugarexport quotabe
fixedatonemilion tonnes

JUSTSWEET TALKS SO FAR
TUTEJACOMMITTEE (2004) THORAT COMMITTEE (2009)
SK Tuteja, former food secretary YS Thorat, former chaiman, Nabard

BLevy sugar obligation
at 10% of mills’ output should
continue

WLift control from Oct 2005
on sugarsale by mills open
market

EMillsbe allowed to sell
levy quatain openmarketif states.
don't liftfor PDSin3 months

BLiftcontrolon sugar sale
in the open marketina phased
manner

BSugar Industry should
be given 3-5yearstime-frame to
take measures for decontrol

WA long term stable

policy forexport-importof
sugar required

RANGARAJAN COMMITTEE (2012)

C Rangarajan, chairman, PMEAC

WScrap levy sugar obligation and al-
low mills freedom to sellin open
marketas they wish

MNearly 70% of ex-mill prices of
sugar, bagasse, molasses and press
mud be pald to farmers for cane pur-
chases

BWStable exdm policy needed:up to
10% of duty desirable, if needed, on
ex ports or importsinstead of banon
quantitative curbs
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linking cane prices with its
byproducts.

The panel’s recommendations
follow other recent reform mea-
sures announced by the govern-
ment, including raising the price
of subsidised fuel totrimthe fiscal
deficit and opening up the retail
sector toforeign supermarkets.,

Withthedecontrol of thesector,
the sugar industry could grow at

farmers,” hesaid.

“Additional revenue will be
generated through the removal of
the levy system and the cash that
wewerelosingwillhelpuspay bet-
ter prices to the farmers for cane
purchases. Factories can plan
their financial management inan
economical way and there will be
no fear of extra release mecha-
nism by the government,” said

purchases, it added.

“The actual payment for cane
dues would happen in two steps.
The first would be the payment of
a floor price, based on FRP as per
theextant mechanism. The rest of
the payment of cane dues will be
donesubsequent to publication of
half-yearly ex-mill prices, on the
lines indicated,” the reportsaid.

It also suggested a “stable” ex-

sector to foreign supermarkets.
Thecountry is the world's higzest
sugar consumer and second-
largest producer after Brazil
“Linking of sugarcane prices
to those of byproducts will also
promote development work in
sugarcane. Problems of cane ar-
rears will be removed. The stable
export policy will be beneficial,
and the government also needs to

consider cost of sugar production
in the domestic market while tak-
ingadecision of trade,” said Ajay
Shriram, senior managing direc-
tor of DCM Shriram Consolidat-
ed, who had also chaired CII Na-
tional Committee on Sugar.

Ajay Jakhar, chairman of
Bharat Krishak Samaj, said
dereservation of cane areas
should beallowed attheearliestas
mills will compete among them-
selves to buy cane and farmers
would also get better prices. The
povernmentshould alsonot inter-
vene in the market frequently
with curbs as such steps hurt
farmers’ realisations, and much
will depend on the implementa-
tions of thesugeestions.

“Om thefaceof it, the panel’s re-
port looks fine to us, but the fine
print shouldn't destroy the spirit
of therecommendations,” hesaid.

The panel also recommended
scrappingof themandatory provi-
sion of jute packaging in case of
Sugar, as it pushes up costs of the
mills and scarcity of jute bagsisa
problem too. It has asked for ratio-
nalising PDS sugar sale price (af-
ter additional subsidy by the Cen-
tre), which hasremained constant
for mANY years now.

Efforts at lifting government
control twice in the 19708 met
fierce political resistance, mainly
on concerns that domestic sugar
prices would shoot up, and the is-
sue was dropped. The benefits of
liberalisation have also not been
extended to the sugar industry,
while the government has shed
control over sectors such as tele-
com and cement over the years.
Moreover, recommendations of
panels, including the Mahajan
committee, Tuteja committes and
Thorat committee, set up in the
past to consider decontrolling the
sugar sector, were hardly imple-
mented.

Still, industry executives this
time around expect the Rangara-
Jjanpanel'srecommendationstobe
taken seriously by the govern.
ment, as for the first time a panel
appointed by the Prime Minister
and headed by aneconomist of the
Cabinet rank has submitted the
recommendations.  Moreover,
apart from linking cane prices to
the byproduct rates where states
have arole, all other major recom-
mendations, including onlevy sug-
ar and release order mechanism,
canbeimplementedby the Central
povernment, said ISMA.s Verma.
“Sothereisnoreasonwhy the Cen-
tral government can't implement
thesuggestions,” headded.




