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CHAPTER I 
INTRODUCTION 



-rrr-nt^t i iirimiw»-<iw»iw»ii incur m»i«i 

Development of a^ r l uu l t um oeiwptt* ea important 

plow i n the eotttitry i t tut India tHttro nearly &»if tbo 

na t iona l iuouffl*! i s c -iritributea by agr i cu l tu re and over 

70 p«r ««»t of t t # aopulatiaft Is d i r e c t l y dttottaftattt on 

a g r i c u l t u r e . Aaaag *B» varlnuft s t r a t e g i s t aa>oaat«4 fey 

the planner** leading eeonomtnta ami •a ian t l ' s t * f a r tfca 

»i>«t.dy getvlajpaaat o i ««r iet t l t t t i»« eatablieboKiflt of agro** 

it&isad ladi iatr laa hm gained important £M»»itio«f p a r t t a * * 

l a r i j r * durittfe the j*oe t»intta pandanee parion** i t i s atain* 

taitted that ttee afttaaliatuaant of agraHbaaad iadugttriaa 

helps she de>val©p»e»t of a r l on i t u re i n two vny . r i r « t l y , 

they are supposed to u t i l i se* output of ajgrioultura «©a»0« 

d i t i e s as raw mater ia l in producing l a iamad la ta *»d f i n a l 

product* i i ta t eon§ti»«ia demand f o r r«a«!y coaaaaptia-ft* 

Sooondly, tteay supply various f o i w i of inputs needed f o r 

enhancing ag r i cu l tu ra l productioa* 

Sugar industry i t o»« of auca agr©-»tas©d iada#trft<Mi 

anion u t i l i s e s ag r i cu l t u ra l produce t i , t . » tsugarcane end 

beet, as raw a a t e r i a l f o r t»« production of ungur and 

other re la ted products* i t i s oft*»ii said tn*tt Ind ia is 

the boat- of sugar, Too Indian sugar industry haa aade 

CHAPTER I 

-rrr-nt^t i iirimiw»-<iw»iw»ii incur m»i«i 



3 

tr«ft#atloa* orograst during t i n post-imikptmoe perio© and 

prt«* n t l y , i t ic th<a t h i r d l a rges t industry in tin® ©©unity 

• a s t only to iron-st«« 1 ajt«i t e x t i l e tntiuHtry. 

In the your i975»?6, the i mil en attgar industry havi 

uaci#r i t « t o l a £53 t a i t r fac tor ies* I t bus provide* awploy-

ffient to »on ttsaa a uaa r t e r a i l l ion aaopla inatugiiig a 

larga aiutbar ©f technicians aini highly «&ilA#*i ,• r» '*! i . 

Ttu> iadu«try eon t r i bu te* **• i0$ <§ror«« aaAuail/ to tto© 

cen t ra l aito s t a t e revonue by way of taotait. 1&# r i a a a l 

acmtributiottti of the iiuluatry t o tba axeaeqtiars 0! ttta 

Owatrai ana Stat® tiovertt«&i>t* by way of «xai*v stity t ©a«« 

ooss nnil lactone tax ta CM tits ate a at a&uut ii»#it5CNi* Million 

per y**r» I t a l so d i ibaraes eadb. year Si*#%fi« «ror#» t o 

the cana grower* a# again* i parebatso of ©«*•* tte# augar 

industry ban. a lso ««»oit«'t*v*ita<t a m-mmrlmbi® a b i l i t y t a 

aoa: praise a^r icui t t t r« # ta transform ruriti »a«t«--ty§ m4 to 

faring prosper i ty to tut* eoantry ftitfft. Cou^&tiaaitt ly t t 

occuplasr & plaet of prick- m an instrument of r u r a l roeon* 

atruetiofl aa*l ttavalopaoot. Am®ir4i®& tu l a t a i>ltrt.*fawatoar« 

i a l Nefaruf tu« growta ana prosper i ty of ttea ru ra l *idv is 

the only way to bava d^wlogansat ami tt» sa t e a »ation 

prosperous aa*l tb i* i« follow©** i» tee o*«« «>*£ s«gnr titiitis-

t r y . fttie toan b*>9® possible only beK«utne of asiabllsbiSiSBi 

of a large nuabtfr -of pr iva te and eo»©p«ratlVi» au&ar fac to ­

r i e s itt various »tat«*» Mora p a r t i a u i a r l y t the catablisbaft t t 
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of ao~oa©ratif© sugar fac tor ies In India hm aMtotad 

ta* country in becoming not only aa lf<»ftttffft«t« ft t in 

•agar r«^*iira*aat t twt a l t o a nat t s a o r t a r of sagar fa 

tit® world na rke t . l a *975*769 about ^*2$ laltti toaa#a 

of sugar worth Ht#%5£ #©»« -was expartad ** aga la t t 2,5 

lakh toun** valttfetl a t HJ*# 42 erorea &*|>ort«<i ta 197>»74« 

the t*iieno«8un«l r i s e in taa axport of sagar !.§•'» in a way, 

a r e f l ec t ion of tba dynast© growth of this i»fl:a»try# 

Taa gro&raas of the Indian sugar iai tastry during 

to* poat-iadepaadeoaa period itaa aaca ttta r e sa i* of t a* 

wia» spread empmnuion ta tba area «a*I«.r #tt&ar«a«e o u l t i -

vat ion and aataol ia toei t t of »agar fae tor iaa oa r t i au l a r ly 

in ao~op«?ratiira abator i s so©© of tba nor taera and 

southern s t a t e s i« tb« aouatry* 

**3 Jfaytatioa fo t,»*. ^ a a t a j l f d ^ l lMJIME^LI I f f i 

Jtetottg taa variant s«^.ar producing, state-* ta l»dia9 

Malt&raautra oaaapioft aa aai^a© posi t ion to ta* sugar pro* 

duetioit for taa n*aaoa t a a t r e l a t i ve ly larg® «p»a»tity «f 

sugar i s isauufaotttrad by taa *a»op«ratiir« m&&r f ae to r i aa , 

l a r i a t the year i lJ7Wo» ant of taa 55 »«aar faotor taa » 

*5 sugar fae tor iaa *fer© ia ««*op«ratine aoetor* Tliate 

sugar faotor ta* haw got d i f fe ren t era«tii»t;t aaaae l t i aa 

ranging, i roa f,-oo tootle* to >,OtH> tonnea of augaraftAa. 

per day* 
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*•* fcooooroleK aad P f ecoaoiiiaa of scale In Co-operative 

Sugar Factories i 

The variation la the crushing capacities of the 

co-operative sugar units in Maharashtra has got signifi­

cant eoonoaic importance. Ae the size of plant and the 

scale of operation become larger, oertain economies of 

scale are usually realised* After adjusting all inputs 

optimally, the unit cost of production em be reduced by 

increasing size of thy plant. The possibility of speci­

alization and division of labour and use of latest 

technology leading to redact ton In the unit cost of pro­

duction, are facilitated by the expanded plant size. One 

should not however, forget that expanded plant sise la 

also subjected to diseconomies of scale. Limitations on 

efficient management of the business, many a times, make 

the control and co-ordination of a wide range of activi­

ties like production, transportation, finance, sales, etc. 

difficult. Besides this, an the industry depend* on 

supply of bug,arcane for its raw material requirement, the 

limited supply of sugarcane usually leads to underutili­

gation of capacity mi Increase in the per unit cost of 

production. The profitability and retains to capital 

investment are affected to a greater extent If the capacity 

is not put to its maximum possible use. 
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Toe co-opt rative sugar Industry in Maharashtra 

therefore, witnesses both economies and diseconomies of 

scale. Sou® of the sugar factories are at advantage tn 

keeping the unit cost of production relatively at a low 

level. At the same time there are some factories which, 

because of several reasons, experience the problems of 

undorutilization of installed capacity, at well as, dis­

economies of scale. 

1,5 Problete of the Study J 

In view ©f the fact that the sis© of the co-opera­

tive sugar factories varies considerably and there exists 

economies as well as diseconomies of scale, it is tunera­

ti ve o« the part of the planners, oo-oporotors and econo­

mist e to determine empiricaliy the sost optimum siae of 

thu plant within the framework of the tijristin̂  situation. 

An attempt is therefore, mask® to study the "economics of 

•ice and returns to scale in co-operative sugar factories 

in Maharashtra State*. 

i«o Hypotheses of the Study s 

It has been hypothesised that 

(1) there exists economies of scale in co-operative 

sugar factories in Maharashtra, 

(2) the possibility of deriving econool©® of scale 
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is however, limited because of untk rutilization of 

instailed capacity, and 

(3) limitation on supply of sugarcane to the factories 

is the major constraint on full utilisation of 

Installed capacity. 

1,7 Objectives of the Stud/ i 

In order to examine the above bypotheses, the 

empirical study has been undertaken with thus following 

major objectives. 

(1) fo estimate costs, returns and net-r&toran fros 

sagar productioa in different sisse groups of oo-

operative sagto* factories, 

(2) fo deter.ilno relative etfieienoy of different itN 

groups of co-operative sugar factories, 

(3) to determine the optlatim production capacity for 

the co-operative sugar factories. 

(%} To estimate the extent of unu\ rutiligation of 

installed capacity of tao co-operative* sugar 

faetori&s, and 

(St) fo find out reasons for uadeniti ligation of insta­

lled capacity of the ©o-operative sagar factories. 
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l.§ Utility and Scope of the study t 

As the study ts centred around the economies of 

scale in co-operative sugar factories anil other related 

aspects, the findings of the same will be useful to the 

planners, management personnel of the sugar factories and 

sugarcane producers. Based on tbe findings of the study, 

the planners can formulate suitable policies for the dtve-

lopatent of sugar industry lit the State* these policies 

would be in respect of granting licenses either for esta­

blishment of new sugar factories or for expansion of exis­

ting plant size. The aana&ement personnel can get detailed 

idea about the profliability af the sugar factories. 0o 

the baa is of findings of the study, they can determine 

and adopt ways and means for economizing su&ar production* 

the root cause of low profitability in sugar production 

is tbe ufnterutilizatian of installed capacity resulting 

i'roii! limited supply of sugarcane, the nanagenent personnel 

as well »M the sugarcane producers eat) realise the impor­

tance of increasing productivity of su4jarc«ai© ia their 

respective areas for deriving higher returns both frow 

sugar and sugarcane production* 

The study is based on the information obtained fro* 

30 co-operative sugar factories for the years iy?3-?^ a»d 

197V75* Since then a few *ore co-operative sugar factories 

have gone into production. But they have not been 
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considered in the present study. The sugar factories 

working in the private sector nave also be* n excluded 

from the present study because of SOTO difficulties In 

obtaining the information. The findiogs of tae study* 

therefore, cannot bo taken as that of tae total sugar 

industry in the State, Besides, any change® in the pri­

ces of inputs and output, and seasonal effects aay 

affect profitability of the sugar factories, fm results 

of tne study a ay, therefor*, he viewed accordingly. 



 
 
 
 
 
 
 
 

 



CHAPTER II 
REVIEW OF LITERATURE 



A& attempt i s ajada in the pmmat «ita#t«r to review 

l i t e r a t u r e on angar indust ry , i n genvrul mmit aewooaiiaa of 

stmlo In «©-o§*#rmiiv«i sugar f o e t o r i * * ana re l f t twt aspect*, 

i n pa r t i eu la r . ffee reviow of l i t e r a t u r e g i v t s dm id**a 

about tit© reseajnott tt^rk ear r iad out t*<r otbor rose*raj i 

workers and au thor i t i es in this f l « i d * t f re t r r***?ar*ii 

f ind ings ana observations boaof i t new re»#<ajr»» worker to 

olatmiag I l ls rvsearch work on appropriate I in« t« 

For t o * sake of canvienee4 the avai lable reviews 

have been elajswif icf l i n t o throe broad gr«* i» v i z . , 

i . laooorol studios on sti&ar indatsty | 

2* Eeo&oalea of saaia asd pro bit-^s of oapneitv 

u t i l i z a t i o n * 

3. tanasoas f o r ttWl«3ftitiJ.i*aftiofi of l a s t a l i a d «oi>a«ity. 

*•« §f,aiai,>lli«l,,l,i»,,,M» §i4«£j„ii»,lf,!,iy. * 

the growth of sugar Industry i n Ind ia bast I t t lpod 

the eaonotay In away ways* too eo»oper&tiv* atttgar f&eto* 

r i «» have §«t U i in 'e sfear* i n t«* t o t a l c e n t r i s t Urn Kudo 

by too industry to too Indian eeanway • 

Puss il96fe) has r i g h t l y poiotad out that ttoe eo~ 

eoorat ive sugar faator les wbiolj have s tar ted t» Ind ia in 

REVIEW OF LITERATURE 

CHAPTER II 
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ia rgor nassixtr dur ing l as t i o jr««r» general ly «av# pr* f»d 

to be auceeuaftil a*i«I shawmi pos i t i ve e f f ec t of cxtsitstvs 

uov, rnmtut a id at t&c t l s * of o t t a b l i s t e e i i t . Tbs co­

operative sugar f a c t o r ! * * have Influence© Hi® economic 

deve lopsn t of tin* far»«rS. t h e i r »tiec#8se i n t h e i r 

r&fepeotive reg ion* i s shourn by iacr^i isci l a g r i c u l t u r a l 

production* loor&aee*! incoae and wploysspni* shanks la 

the cropping pa t t e rn , in t roduc t ion of new a&r ieo l t u ra l 

tochnitiu«s and improved i n f r a * t rue tar© sua overa l l change 

i n the r u ra l society* 

i n add i t ion to the above Hon tbio ; y h i t e tl9?%) ha* 

s taten that the rap i i i growth of sm^ar latins try hau hewn 

he lp fu l to a great extent i n s tab i i i s i * i& &a&ar production 

an«i 1« reducing chronic shortage of midair i n the country* 

further he ®atu that the co-operative fc i ia of orgaais** 

t i o n len t i t & e l f as a powerful lnntrtusont In the develop-

aoat anil Mob i l i sa t ion of n a t u r a l , tmmmt and f i n a n c i a l 

rtmoure** of the state towcrrit sugar industry and. have 

helped i n re due in*; inc. feaekwartfttctiti of the country by 

laprovlng ttio condi t ion of backward areas in the s ta te* 

S imi la r ebe#rvistioa was »ad«* by Kam&t I l9?5)* 

according to him co-operative augar fac to r ies have not 

only brought the economics o l large sea l * production t o 

the taeisbers but also provided them w i th oppor tuni t ies to 

organise and aanage tbo t r own business* the Meajbvrs arc 
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t ra ined l i t Aeaooratlo ana business procedure »• 

Tlidngte tbe s«gar i»dtt«stry bus provoi to be one of 

tbe greet «4ve»ture» f o r t raosforaot ien of IfMttmi econoay, 

i t I t face a wfttfe wany pro bit;®* of I t s own. 

Anand (1971) s**« o»» of tb# aoeoiul f««t*ir«» of 

sugar Indus t r * • * of reearrtas f i v e year ly eyet© two 

years of r le in& t rend , one year of peak {»redaetfon t f o l l o ­

wed by two year* of decreasing pro«iuetioa* f « r t f » r b# 

stressed the import «*»©« of oane d^valO|>«ftiit pro^raatte 

f o r reducing intent* i t y of tnts |>toettoain«ii# 

According t o Tb&per i 11*76}, «o»© of the pecul iar 

feotttr«» of toe »«4«-r inOaatry a r t as f&l luws i 

ia> ttae industry Is seasonal, 

(b) durat ion of «««st*tt var ies frost one factory to,,, 

otber and mkm® trom y#«r t o y«Hiur, 

i o ) sugar ooatoat la «»«« and i t ' s recoveries also 

var ies at random between oa« factory to another, ana" 

(d) va r i a t i on l a cap i ta l investBent* 

Apart fro*» tbo problcoc of ay e l too l ttaturo of 

production of sogar ond var ia t ions i« cap i ta l investment 

and sugar r4$euv«ry, tbe sut;.«»r iadustry aa*pvriettO«s 

In te rs ta te d l f fere no*** i n toe cent of production p«r un i t 

of Jsujt»r» fhe oofct of production of aoii«r ass esttauEtted 

by ^etbuwul \iy/«s) i « l i t ta r t*radc*b, Ja&ani>«tbrao M# *«**«* 
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(1917) m4 aolba (1976) in #faiiara*titrat and *M»# oh«nukft 

( W 5 ) la Bihar varied b*»twt«n lis. 107.0^ and &a, 270.00 

$»«r q u i n t a l , th« highest anu the low. at h#A»§ in tf t tar 

i»r«de»ii toJU Bihar raapaa t iva l /* 

2.3 hconoajea of aoalo fnni ^rob-la* of oapretty 

u t i l i z a t i o n I 

Unlike any ot i i t r Industry* the mgmr Industry i s 

al»« afait | o derive «©©i*©»l©s of soa la . I I i t lj»wev©r, 

H a l t e d aue to many faetor* aiaong vbloh uiu j^utt l iJEatiuo 

of proUuotion ©opacity i s the isspertairt o a t . 

Mttla a t reasi t t* to la ©©i»t t*. liarang ( W 3 ) f • • • 

atututi tha t tk?«pit« steady in©r«a»e in aapAttftty in meant 

yea r s , th«r© la ©. gradual d- e i tne in ea&aeity u t i i i f t a t lon 

whl&k ultimately l©*<ia to t§i»©©#»©iBi«af of »©«JU? in su/,-«r 

lauut t ry* 

Ae©*»i*Hng I© Kfcarftar (1976 it now a daya thamgh 

there i t an e$pha*i& ©a lucreaKing proattotiot) ©«|*®eity ©f 

the fac tory t i* l«a*t* to |*tt#b the factory la !©**» €©# t© 

una^rut i l i ia t l tMi ©f ©*t£»*>t©ity» Tfcwt aoott©«iaa ©1 ee«l# 

«re there for© to© ©fciri«a« t© a® ««pim«l«««* i n any f i ro©«-

ss lag i n d u s t r y * 

Farraa o l i r a J* (iy76)» r igh t ly >>alo: that there la 

a nt*©e*£lty ©f d^tor**iain& the *©»i #ermt*al® «ia# ©f Ktigar 
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M i l l s i n ord, r t o ««f< tuartt the laaaatty fro® the probleaa 

of <iia«ooaoaief; of aaa in . ih«> baa la aoaalaarAitaaa in 

i a t e ra i a l f l g a l l l i n g capacity of »<§4;area«« a i l la mast 

taarafox* be U l u a t r a t e a on t t e ba i i i i 0 ! preOaetia* eot ta 

aou parfamaaaa f igaraa of fac to ry . 

Attty (1973) aaa «§MtU«a' oat the pro bless o§i the basis 

of empir ica l a ta ami aoaalu<Sa<i that rea l ®df§t# &t produc­

t i on and rates ©f factory exports ion tend to support the 

tfeaoiy tbut aaale eaonoataa ia aaaufaatartag baa* aatad a« 

41 ca ta lys t i n abaaging ssiae nad spa t i a l ui ttimtiou of 

product« 

Saaltdava and Saaaoava (1975it t » tae rvferonaa boak 

"fcaoaoafteti of i t igar industry1" s tata€ tbat «to«r*i is a n«ea~ 

aa ia i t y of large »eala prodwetioa l a order to atfcata aeon©-* 

»i#s of sca le , Fartbar tbay d&aeribatl tlt« ro la of a&plt&l 

i n aahittving oaoaoatiaa of seal© i . e . , f o r large seal© 

proaucsti©»» i t ratjatfua an*a aaauiti af aapfttal* 

Willie' etroaglng taa aa^a" f o r optima* aapueity* 

ibaunis i l y / o ) r i g h t l y naltf ti i i*t us size of plaat increases 

beyona a aer ta ia U n i t y tbero ex is ts <ila«!eoaoat«;a of »©*tla 

UUB to i n e f f i c i e n t aaaogaaaat of ttio pl»at» Farther tea 

aaiU that i f tb« faotory i t run at optiaaa aajwot ty , tbare 

w i l l be e f f l a i a a t aoaa»«aaat wbiab u l t l a a t l y leada to 

t-eiiuoa tbt* aoat of ara<uaatioa a«a also ta aa ia ta ia ©««sl§«* 

ta i i t l y high fwrieo to e«»© groiiwra. 
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Xiri lyak aatl Jtirilyuft (1970) fcm i a d t M t f t with 

• • p i r i o a l evideno«8 tim ae« u to ioemiise prodaottoa capa­

c i ty ©i tbt factory Iron $m - 165© to 1700 tomtits per day 

in order to aohU-v* ocunu»l<.tK of HCRI«. ri*rtt*«r tfetjr sugg­

ested the opti«a» campaign leagtli ol 110 to 115 days. 

Naadi U>7i*)7*hile *tO*iyltla, the «Oi§t*outi«tt analys is 

of sugar iasiosiry »tat«*«I tfeat the ©i*i*it4tl*Ki*tt|*«t r a t i o wast 

bu at 2.2 to g.% lot uuistuructiur, of mm nogar p laa t s in 

the soutb ana 3.6 for the sane in the nor th . ftw r a t i o for 

expansion WAK found to £»o 1*5 i» the south ait«l I s b« 1,7 

to the nor th , with t h i s r a t i o v i rg in period of operation 

i s 200 «U«ye i» tte# souttt aoil 120 days in tta« nortb SOIMU 

tia&aauathr&y te«r,**iir (197/J,whO«; studying eeoiiotites 

ol sool# in os*»operutliF© sugar un i t s i» M«tt&r*&htrft eon* 

oludid that per un i t p r o f i t u n t l i t y of soger promotion was 

low in large vised fae tor iee ns eoispnroti t o s n n l l t r -jm-u, 

i#arg* »i«i?4 l«et«r i#« howiror, wc*i a t advantage io econe* 

saising itanutaeturiog «*,sp®ii«is and evoritood eosts provided 

earn prieo «nd exGlno duty reaain the soae for a i l the 

f a e t o r i e * . r 'urtaor Ue s t a t ed tJtat large sined f»etc#ri#e 

eo»W d»rivt» ©ooi*tt»t«f» of scale toy u t i l i s i n g t ho t r ©apsel-

t l « s t« a bigiier l«v« l , ftt«»e taetorit*£ *f«re in loss due 

to short supply ol e»ne« A@«jordiog to olm ttt« «ro*»l#ji of 

short supplyAcane eould be oorrected by ineroasiag are* 
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umi. r cunt m w«I l m by in^ rAMing product iv i ty of ean«. 

L i a l t a t i o n 0a i r r i g a t i o n s i i p f l f feovav«r« fcrIt»i§«' abwit 

r e s t r a i n t on @jcpansiofl of A V » * unUcr «Aae c u l t i v a t i o n . The 

oaiy «l ternat l i r«i l « f t i s tiwirefor© to lae,re«*e «*s«re««i« 

y l c l u j»«ar t w i t of are** to.© *^« f t raa i i * P i l o t i?r»J#©tw 

apoasoraa by the tttata Sowrtiiseat ta«*r<tf »«* f fe««f great 

proa 1 sew in t i l l s regard. 

Ttor* ar® a very f«w. #a$»trioal »t««Si<m #» ««t#r*sl» 

nat ion of oftt lMM capacity in sugar iott t t i f t fy. f t * studios 

oa other agr©-»tts«sii in«i«str i*» are , bowever* «§eftt l f o r 

ttte re®«areli©r» 1« d<M»i<UA& at/tiMMi&iogioiii *ypr#a«h to 

tack le tb« proAlma. Tao staay oo&dtietad toy slugli 0* and 

aldita u . t . (1976) i s $roaadAUt pro««s#i»g imsustry r«<tr<ial«<S 

t i iat t l i t r * exi«t*t* t*o*»«oiit«fs af saale* TAA iaxigetittg; 

technique was used fo r analysing ©out* and returns In 

r e s e c t of tine lata*** t r y * Aaettier staay was efcttmjitsa bf 

Slnga §• unci st&ati &«&• (1965) i » r iee proeessiaK m i l l s on 

• i a l l a r l i f i t s * In ©as© of rie© t»ro©«*sitig © i l l s a las , 

they ofeSfervaci «eot»o»io& at SAAJUU 

& t » i i a r eoaeluAtotts were drawn by <}#,uira«ta o>»9 F. 

Jtonao&a an«i M* Codlaa ( W O ) in stigtireaoe oraAAStiittg 

latins t r y * 
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All too above cjeonoaist* have usyd »iiipl« to Is 

i . e . , a r i thmet ic averages fo r e«t i t ta t i*g *«oaostft»ff of 

eciilv as tb* basis of oaprlrioii l 6ot«* >vucb an att#»{>t 

&i**s» ruufeh tt UaaWon about the mmt optima® •aaaa l ty 

»i*«? group in iba r©®»#©tiw SmtuRtry* i t &• ium«v*r» 

d l i i l c u U to conclude r.xacMy a* to a t vfeat p a r t i ©alar 

paint the p ro f i t s w i l l bo ©uxistusu For t» i* f I t Is »«««• 

Bsary to est imate etthmr p rof i t immtim® or ©oat faaatloaa 

frota tht avai lable i o t a , TiteBw funottoiis aaabl t fin to 

determine tfee ootioHMi capacity as tfea oaa .having tba 

btgbaat prof i t or to* lowest eo*t» 

Case i t in t ana Mattog (1W5) ft*** ei»tittate<t apttmui 

t*ixe of Jttpofl* ue iu«a *i»bia£ imlu&tty by r . n ing the 

tb*< data on av«?ra$« t o t a l eoat <AKI) a»4 a**rag* var iable 

oo t IAVC) on grotm toaaaga (T) and obt«ia««i the fallowing 

eapiri tsal re la t iuna t 

i . AW • 390.3 - 5.790 f • 0,0005564 f̂  

(23.76) (0.196?) (0.000321%) 

a1 • o.35a, 

2. A¥«2 • 259.6 - 0.5752 f • 0*0005%%? T* 

• (10.02) (0.06663) (0.000i%l%) 

«2 « 0.7%S 

ffcey liovft f t t t a d ^mfcfratic agitations of the type 



17 

I * a • bj f • t>̂  X and shuwuu to© aitiia**» ©»«t point* 

a t 51& «Kl 526 tonne* r««»«ti¥**ly for ATC « AVC o©*t 

curves . Proa ttaie aaalyftt*» i t ap$)«-»r« that tbe Japanese 

iuno r i sb i»n inuu8tr> %ro» obara«t«rls«wi oy « cr< ©King 

aosts r e l a t i v e to f&upml #iss«, 

2,3 Hasans for miaertUijUantioo of mmeittf i 

Xaraog (1973) iden t i f i ed tti© problem of UU.H rut i l l -

station of in s t a l l ed aapaeity in the sugar iattastry on the 

basis of tiaa~ft«rioa da ta for tb® period lr<* i!J%©»69 to 

1^71-72. iJuring tiiis* period tboagb tb« lanital lad capacity 

iaoreaaed frost 7,50 laic® ton»©ii to 9*^7 lafcto tonuea, the 

imi<x number of ©«p»aity a t i l l s a t l o a deer****sed continuous* 

ly to Ti irtm the bas# y««»r il*X»6«ie9) iadax au&ter at 100* 

**&tel ( i ' i?6i aotiaed that £?•*» P«- aeitt fna tor ies 

are u t i l i s i n g 1«»» t t an 70 P«r cent of l i ieir i n s t a l l e d 

capacity9 wbile 12 p#r mni f ac to r i e s &m able to u t i l i s e 

t h e i r fu l l i n s t a l l e d capacity* Further ha -oa t l a t a the 

reasons for uada ru t i l i s a t l on #1 capacity as \t) lack of 

planning for ooa« development, ( • ) drought «ondit lao9 (3) 

diversion of cana to war and Kbandenri (Bveatts* of compa­

ra t ive ly low return to cane if i t 1ft said to tin* factory) 

and (4) high parcentwge of ©msaing, t ine l o s t «a@ to oaoe 

abort aga and lack of t rasa par t arrait&eaent* 
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P i t t i a U>75,>, whi le d*s«a«»i»g, the profcte* of new 

aagar t tu t t * oonolitdoa ta&t proditetiofi of sagar f roa novljr 

unit* i s mmmma^mimln a« t o t t i n g up of aew naftta i s 

teigaiy cap i t a l Intensive an« f u l l e r oapneity u t l l l a a t l o n 

Is too only so ln t ioo f o r ovuroontng *tt«» prabloa of low 

re tu rn* from a»w au&ar un i t s * 

Moa'ala Moults ( ly?&) axjjtreMtd tit«.i ia*do«£uato 

supply of ct*ne to tt»e factory its toe naln raation f o r Urtdor** 

u t i l i s a t i o n of capacity* lis f u r t h e r oaatrmwl that tna 

supply of sa^nroaa® larga ly d#§»«iidnd on to * p roduc t i v i t y 

of *ugaro«no dii iett, over a oeriod of iiwm, mmmi den t i n * 

lag t rond due to ( t ) utf-lMitaaead f e r t i l i s a t i o n ! (2) inodo* 

<iuat« measures of caed p ro tec t ion ! (3) poor f a c i l i t i e s of 

pent control# (%) lack of prop«r crop pianolas* CS) da pen— 

dene* on only one variety# *»^ (**) too wtch s h i f t toward* 

, td«ai i p l an ta t i on , f i n a l l y no aaa snggoattMit t«v<?ral «*a-» 

tares to innrove too produc t iv i t y of sugarcane i » orci*«r to 

e t o s i l i s o aupply of ttu^arc&ne to tna fac to r i es * 

iiaarkar (1975)v J«f«na*4nr«o iu Pavar (t977)» aad 

D.V.Eaaar (19??) are alao of the* opinion tttat low produc­

t i v i t y i s too na jo r f ac to r responsible f o r iao4«<{unto 

supply o l su&aroiana i « tas* fac to r i es and e f f o r t s are thara-

fore needed to lacrosse tto*j p r o d u c t i v i t y . 
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Stoargava Cotaslssion ( W » ) has raportad' the f o l l o w -

iag ttia«ie«iuaettiH of sugar industry t 

<*,) Short supply af #*tj*# to the faator j r t 

U ) lMdea.ii at a ©rodIt f a c i l i t i e s , 

(3) Oeloy i n p*yflMMttt 

(%> Laels of professional «an(t&f*ttaiit» 

{%} Poor connit ion of p lant unit »acteta«fy t 

(6) the pract ice «i«ioptad fey tha faater iaa ta isarket* 

tog tttgar durtag parted of p a r t i a l decon t ro l . 

the eoautlaalon ha* f a r t he r «tai«a that t i l t * * iaad©-

(juaele* d i roo t l y or i n d i r e c t l y load to dt*«eoaottl«a of 

soal# and tutdert t t l l i isat ioa of iita t o l l e d aApaetty, 

Baghweadrara© i*9?6) mated that tbe graving profeltt* 

of *i*i§«r laduatry In Ind ia is oua to tti» fa« t that tha 

Bu^ar lttdaatry tea* boon paralyaad by p o l i t i c a l prf»s**r«« 

aoti has *N*€0 tteo d o l l ixi ibis hands of p o l i t i c i a n s f o r 

t h e i r gaata* Agaia Ita reported that ttt« pr««oat pol icy of 

Bat t ing *or«* anu «or« togar faator iaa w i th the ajcpaetatiott 

of Ineraaaad produofctoa l« absolutely wrong b#aa»««? af low 

produc t iv i t y of aagsronna* 

ka&rkor (1975) ha» »p«oif i©**Ily pom tad out that 

ooonaiaica of sugar faotory Is «iit»trubed lar&aly beean*e 

of low §*># produc t iv i t y and oruattlag of i»«gar«ea« of ooo-

abare boldara who prouaae the oaaa of pour ^ a a a t i t y . Thin 

http://lMdea.ii
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statement i»uwt v t r S«^«M to be p a r t i a l l y i m r n l l i ##r the 

roanoit t i iat tfe« rfcoowiy i»*A«t«»taga of p r lva ta f a c t o r i e s , 

«rh«re twa-isiiar© holders ajre tit® Main sottrat of s»gt«re»ti« 

l a t a r t a r? 9 i » <t}ult* tmoouragifig* 

Mtft tal iA^/«*i to** S&wt I D M of tto* Stt4t#&it«»ii f o r 

i«i*r©¥iag eeoooafte* o l uttgajr industry as fo l lows t 

^1) Adoption of teatariliittee to ratfuea losses of 

*mgar» 

i£ ) U t i l i s a t i o n of ty«|uro<itiet*» 

(3) IfHureaaiag i*r©«Iu©tlvttjr *>f su^araaita* 

^ > ketiactian In e tor* oo»fcuujj»tion. 

iS) Changing ii>r«ula of levy prist? f i x a t i o n * 

(6) §*ay»»at to oaiMi grower* Meordtng %» «*at 

qua l i t y r a t t e r than weight . 



 
 
 
 
 
 
 
 

 



CHAPTER III 
METHODOLOGY 



i n Bi» coil, avoui i n a r r i v i ng fit a taMagfa l conclu-

a ions iroai tH« roae&reti ata^ly, the ras* archer teas t o adopt 

appropriate resaarea ««ttia«lolagy« 2a faa t r*saarcti sretho* 

dology i s re&ardaal m a l a u d a t i o n of •'very s e i a a t i f t * 

study ©ad aa«4a to ba aiaaoratad in deta i l , in ordiT to 

f a c i l i t a t e tb« ratufcrs <*a& otbar r«$«ar«it worker* to tt»*l«»r-

Ktntiti ttia aonolusioas tirawa from *ucb study. In vie>s»f of 

t h i s , the preaant chapter diaeuMaas in d a t a i l itoe rasearab 

atetttodoiofeV attopteo l o r the utu&y* I t deals vitfe the 

aoure«?a of «».pirteal d&ia oamti i n tba titutiy, i i ta ana ly t i ca l 

^root»dur« adopted f o r a r r i v i n g at aaanlawful resu l ts f o r 

aaaonpltail ing t i u objective'** of the btudy «au varioas 

concepts umler ly ln j the ? tuay. 

fho ohapt«r i s tfeorafors d iv ided i n tu Zmr aain par t * 

v i a . , «ourea» of t i t* d«tav so laat ioa «f tbv au^ar f«©tor i«s t 

ool iaat lot f of ih* «iata» aatl the analysis ©f tft« slat a and 

tile eoaoapta* 

3.1 soaraa&, of .,„||»a, P,«tf * 

AS tba frtutiy i*: diracteo towards d*?t**r-4«&tio» of 

e©oao«l«© o l tseaie in eo»ayt> ra t iva aa&ar faattxr ie* in ttia 

& ta ta , i t *as> aeoa*fcary to obtain dat« aa various as pact* 

of the »«&«r tutiustry ia the i i t a ta , tba protMetioa 

CHAPTER III 

Methdology 
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perforaaoco of the i nd i v i dua l «©«©§i«r&tive sugar f oo to r i es , 

tfealr «o* t * 9 return* aa«i not returns ami ottws* ralavaot 

s t a t i s t i c s ilc$i«r®ttitti£ tto« eCvHioalfw of seal**, AS f«ir a* 

the i l e t a i l s of tha sugar industry at t l i * *>tats I sva l arte 

«ooe©rn#4i, t i ia ttirsaturat* of S»gar9 Maharashtra s ta ta 9 

una %fm JOaaeaa bugmr Xaeiumlo&igss* Associat ion* i»«.aa tf«rs 

tiie important sourn#s of the data* Tfe«*»« twti or&aniaatioa* 

cost)* l i s and {Mtilieb »tmtt»tim ot m&*r industry r e g u l a r l y . 

ffea Annual fi#o#rts of l its ind iv idua l ©o»op«rattva sugar 

f a c t o r i e s , fiow*iv«r9 proved to a* th# stain a our*® of I n f o r ­

mation o« sugar produation una o t t e r re la ted a s s e t s , i n 

oritur ta *i»ow the proa in ant ra le piay«d ay ta« *.tat* in t n * 

Ionian m&ur industry i t wm f a i t naaaaaary to obtain r e l e ­

vant 4* tint i s t i c s of Mm industry at ta« nat i«»« l l eva l * . uch 

in f orewtion was* obtained frost taa two journa ls vta«« * Sugar 

Nc«w»' and ' Ind ian s^gar* pnbllatied by sat* Culaa <tfo#i»i9 3 

S l t a .Sudan, S«»apati Bapat Horg* iiomtiay-kL anil Indian Sugar 

M i l i s ASHoaiatioOf y$9 B#»n» £*l«e«9 >ugsr il»**ft«9 M#w Dala i 9 

reeueet ivu ly . 

3»* Selaasion of .tU* Sugar ..Factor*** * 

fae safe«r industry of t»« ftaitaraatttra s*tai# i s ao»-

posad of 10 pr iva te and 45 oo-opferativa fetagar f ac to r i es * 

at ths 45 registered co*»aperativo sa^ar faotor iaa i oa l y ) 

36 Qo»operative »ugi*r fa«stari«s ti&va **«n ©oawiniiivned 
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In to production of sugar* %hil® r«*»t &t the rt»gtttav«4 

sugar fac tor tea «r# « i t b« r in ttm t r i a l it«,;E.e or i n the 

orect ion stage. 

A l l the eo-aperfttlva sugar f a© ia r i « * that Have 

actua l ly gum In to prodttotloa have bo- n aoafttdered f o r 

the present study, 

3.3 Coll#etl€>o of th<* Data i 

The p j v« t i u Invest igat ion of stutly t i t * ©eatiowtes of 

* i * e aa*i r«,'tum« ta «o«I« In accept* ret iv« isav.ar faotor i t?* 

i s baaea on the data obtained frass the a*iastai re parts of 

the inu iv idua! au&ar f ac to r i es . Th«»«? annual reports 

contain de ta i led information on a l l asp» ets of the sa^&r 

£ motor its®* 

ifae a&jor tasU involved in the work cif data c o l l e -

c t i o a , th^arefiirtit wat to obtain annual rejMwrte of the 

Ind iv idua l f ee ta r te * • 1st an t te i fmt ioa that the o f f i c i a l s 

of the f ue to r i e * would em»plv renuirea in f»m&t ie» hy way 

o i s«»ttiB|, anneal repor t» f l e t t e r * were Bent to the 

Ch*ir»«ii ««ti WaattgiOf, i i i r t e t o ra of a l l the ©^ofMsrative 

sugar f ao tu r te * t« the Stat® r«<ii*« s t i ng then* to ft end 

animal reports of t i ie t* faetor i#« f a r the year 1973-7% 

and 1974-15. Ihe o f f i c i a l * of the major i ty of the 

fac tor ies responded ta our revjueet ami »eat anaaal repor t* 

of both the yeuns. 
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ftae o f f i c i a l s of the fac tor ies wu > di*i not respond 

to t a in l e t t e r , were contacted peraoimliy and t«e annual 

repor ts were col lec ted a l t e r convincing tfcasj about the 

purpose of tint atedy. Likewise we* obtained the mutual 

repor t s of a i l t»e co-operative s«&ar £aet«rle§ in the 

S t a t e , a f t e r t a t rece ip t of toe re part* of oaeb factory, 

only thofm f ac tor ies wbleu were In production during tb© 

period bave been considered for the study pur^e&a, 

3»a Aaalysis of the iiata. and tae Concepts t 

'fbe study Is based on tae data obtained imm annual 

repor t s of 3o co-opt* rat I ve feu&ar fac tor ies for the years 

ly?>»74i aad l^7^i*?5* ffbase sugar fac tor ies have beea 

grouped In to three »l*e &roug»* v i a . , « i a l i f »ed|uw and 

lar&a depending upon toe erusbing capacity a» apt© 1,25© 

tonttci , between 1,251 to £,500 tonne*, «mti aboira 4.',500 

tuuncfc per day respectively* &l»e ^roupwl»f? d i s t r i b u ­

t ion of tbese fac tor ies can be*.*o sbcwa in •ieble 3*1* 

fb© data contained la the annual report* of tba 

years 1973-7% and *97%«75t a«*<* *••« caaiplled accenting 

to thre«.> si»e groups. Staple averagas bave been estimated 

for ttoe Individual »i*« groups a# well «• at tne overa l l 

level l o r studying various aspects of sonar i 'actoriac* 

fbe various concepts used and toe ana ly t i ca l proce-

dure applied are discussed below 1 
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Ĵi
 

$
* 

S
a
n
jit

ta
a
i 

~
&

* 
tt
o
p
e
rg

a
o
a
* 

S
«
 

0Q
 

il«
|i_

__
ii_

__
_ 

*"
* 

W
ia

un
e,

 
ii

iw
l*

 
^1

25
0)

 
jU

M
ke

da
ag

ar
* 

(1
60

0)
 

1̂1
11

11
 §

 
-<

 

9
. 

&
fe

ri 
si

»l
tt»

e»
w

€u
r 

b&
K,

 
9
. 

i»
hr

i t
ia

a
a
a
it

 S*
&

 <
»&

ne
tit

tn
ag

aj
r t 

itJ
U

fti
ii*

, 
S

oi
ai

rt
tr

* 
(l

£
5

0
) 

A
tw

ad
oa

ga
r*

 
U

?5
©

> 

2J 



M
o.

 
ti

^
to

 
l t
j|
$
0

 
to

n
n

es
 

jf
o*

 
1
,2

5
1

 
to

 
2

,5
0

u
 

to
w

n©
**

 
K

o
. 

g,
50

V
 

to
»

tt
#

s 
m

ad
 

ab
o

v
e 

&
«r

ff
e*

r v
 

M
ar

it
al

* 
il

K
S

O
) 

A
te

se
 a

n
e&

sr
. 

il
75

©
>

 

11
. 

X
cs

fc
vi

ut
t 

s»
&

ii 
ii

ie
a
r,

 
11

. 
T

U
e 

H
a

lt
«

a
o

a 
St

*J
l f 

M
al

v
g
ao

a,
 

i'
u

n
e
. 

I1
2
5
0
) 

U
ti

ru
»

a
ti

, 
,u

a
e
 

(2
0
0
0
) 

1
2
. 

oa
fi

fc
A

iu
av

r 
§n

«g
 

;. 
, 

N
 

1
2
. 

le
e

 ti
n 

an
t 

SS
JL

 A
k

lu
J,

 

M
as

 il
l.

 
(t

£*
»0

> 
B

a
ra

e
a
tt

, 
*8tt

o«
. 

(S
Q

00
) 

&
*
t*

rm
, 

(1
2
5
0
) 

ti
aK

ll
t.

 
(2

0
0

0
) 

' 
li
.l
i.

 
s 

fi
g

u
re

s 
in

 
i»

ar
ea

t8
«
*
«
a 

In
d
ic

a
te

 
th

e-
 

i.
B

8
i#

ti
l«

ti
 

o
rv

st
ii

n
i,

 
ea

fM
ie

it
jr
 
e
l 

««
e£

t 
fa

c
to

ry
. 



27 

( t ) i>roa.uoti©a pvrtvmmm of tin? »ugmr faeftorlaa t 

ffta $»rotiucti»» pmvi&mmm of m^mr fna tory of 

d i f f e r e n t atsad trauaa ooald fee Judged on tfee aaaia of 

average ina ta l l ad eaaaoitjr, t taaattty of aane ar«afe«d9 

quant i ty of «ugar arodaaad oa« av«*ra&a roao w r y w®rmmt&g9* 

( t i > Co*»t of arodaetioa of sugar i 

Tl*« east of production of sagsr uaa a««a «»ttented 

<m trie nasi*? of tin,- ditto contained in tita "Haoafaotariog 

Account* of til*; annual reports* Fo l loa iag I tea* of cost 

Uove a««o considered f o r ©atissatinn tfec coat of productioa 

of 8u*«r« 

1 . Fr io* of can* 

2* Cant jHaroitiUie tax 

3, .Harvestlag, t ransport and ota«r ralatad axnenaa* 

%. Manufacturing expenses 

% Malar ia* aau vmgms> 

6« uapraaiat ioa 

?• impair* ami aaintalaea 

fc» Other expaastiHt* 

fiie coat thus estimated i s i n fac t tin* fjro»s cowt 

of product ioa. A*i order to a r r i ve at thu net east of 

production of sugar, t b * w l u * of oy*prtiti«ot« v i s « f sugar 

in prooaas, saola; »«», tmgaaaa ana press said aa» aaaa 
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ueuucteU trout tfee gross cost of product ion. ft*# o* t cost 

of production ©f nugar has txen «#t l» i i t## an per fac tory 

and per qu in ta l tu»*i«,. i tu per qu in ta l cent of production 

o l sugar is ttorkod out &y d i v i d i ng net coat of production 

cy tne t o t a l quant i ty of tugar pro*Juc#d# 

i l l ) CuaparaUve *;t£onoaiea of tk« Htff«jr#»t 

Sl«©d Sugar fac to r !©* f 

The comparative aconoMioa of sugar fac to r ies b«loog-

iag t o d i f f e ren t aiae groups has been studied on the teas is 

of &i»# iroupwise t o t a l costs , gro^s r*?tur«a and act 

returns of tbe f a c t o r i e s . 

(a) t o t a l Costa t 

toaile working out eeonottiea of augar productioat all 

tn« costs* w«re classified under two aula oatc&ories »ucti 

as -

I. Variable cost, and 

If* fixed cost 

Variant© coat i« that cost vti ici i var ies d i r e c t l y 

wi th tfa« leve l of i»rod«eti©» anus ittolad«» a l l tlt» iteata 

of t o t a l coat of productiott except d«»pr«oia*ion* I t also 

iuciuues* t in, cost on account of i*eis«»dttty anil, aarlcatiag 

of sugar* 
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Fixed oost I t tHiit cout wfelefe doe* not v^ry with 

t»# l«v«a of p romot ion . I t i t f i m d tit aatwire trr*»pa*» 

t i v« of tfte level of §»r»tiueti©ii. Fixetl o#st tftelittiee ttte 

following itemft «• 

1. Interest 

2 . Bank c&arges and eu«ait«si«jt 

3 . Ss>alarie» ao4 wag®® of j*«rti«fte$it etaff 

k. Travelling expaneea and a t t e n t a t f««*« 

5» i*roYtd©«t fttad anil g ra tu i ty 

t»# ;i#jsf9 r a t OH a«a taxes 

7, Postage, tfeiegr&a aati statlftoeiy exponee* 

8» Audit wad legal fe#e 

«|» uenerail ©as|a§nee» 

10, Uevelo patent rebate and otiier previaieae 

1 1 . l*epreoiatioa« 

To* eas ts on a©oo*i»t of abovf it«?ntt weft avai lable 

frurc tita *i*rofit and L#sa Aee^awt*'' ©I tto*> annual .reports* 

fae urov* mmlpt» itialaaaa: tile vattt«t of sufeitr 

t>ro&te«af i n t e r e s t re©«?ive*i .nail tiivitMrnt . real ign. fro* 

the soar** of ota^r i n « t i t a t i a n * »»«* in* r###ii»ts froa 

o tae r a c t i v i t i e s undertaken by to* sugar fae tor i^e* 
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(«> K«t P r o f i t a b i l i t y i 

Net p r o f i t a b i l i t y h&» im»m «•- ti«aato.i by aeUuotlng 

t o t a l ©oat# frot t grots jree«ipt» ®f tlia **«gar f ao *« r i «» t 

i . ts . i ' r o i i t * iiross r»©#i|»t» - Total e#st« 

la ortfftr %& Jutige ro in t ive •ffleieaajr of individual 

*ise groups, the cositt, gross rece ip t s and »«t pr&fit* 

baw b««n entlafttetf art per 100 tonne* of ins t a i l e d ©a|>aeity 

bas i s , 

lv) Capacity u t i l i s a t i o n i 

The p r o f i t a b i l i t y of any industry *lfcjH«isi§ on i t s 

Ottp&oity u t i l i z a t i o n , if capacity i s not u t i i i i c i properly, 

there i s pa** n i h i l i t y of irecUiGtiaft in the p ro f i t s* In 

f e e t , p«ta&ibillty of der iving eoon«»ie» of »«al# i» iargly 

dep^riaeat mt the a b i l i t y of tbe induvtry in a t liftslag 

i t s i n s t a l l ed capacity to the fu l l e s t possible exteat* 

Therefore «tt atteapft ia snwu? to eatlftate ea|?»eity u i i l i a a -

ticwt la eaeti of ttt« »i*« groups oa ttte iulluwia^ l i n e s , 

rereenta&a capacity a i t l l s a t i o t ) « 

quality M emm flgn»fa«& mrArn, x tm 

wbert t , 

quanti ty of mm ertiiii*s*l p®r day teat town worked 

out by «Uvising, t o t a l (plant i ty of eane cw^'i .1 by tbe nu.brj 

http://nu.br
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of actual omuUing days, Tat pretsi©« wf tintSenitlliKatioji 

of production eajteoity i s fae#«" tgr aajorltjr of tlta sugar 

fac tor ies* 21 toouies therefore , imperative t o know m t o , 

u«d«r t«# ex i s t i ng eas t e t rue ta re and pr iee ex pa elat ion* 

what ttiottlii be toe ninimum eapaai t* u t i l i s a t i o n for break-

tag ©v#n ana what votti** be ta© leve l of p ro f i t s it toe 

Potent ia l oap#.*eltj? i» put to i t s t$axlt§ajii tiae, these have 

been tsatiaii&teo on toe follow tog i inea «• 

a) ttreak-«vea analysis in sugar pr©«y>oti«i J 

XJK capacity a t wsach the to t a l re turns equaliaeti 

the t o t a l eas t s was taken as breakeven point for d i f ferea t 

aiste fe roups* 

quantity ol &u&ar to be protiueao' for breaking av#» 

i* ««ti~t&te«i as* I»s, <tf » l\ii* •*> AVC X \-

wjture, 

V » ^ u a a t i t / ol Kitgar i« quin ta ls required for 

breaking even. 

r . € , * fixed eost (tie*) 

Pa. » i*riee per quintal of ««i,ar 

AVC » Average variable eoat per quintal of sugar. 

a> truasposiu* tuv. tarsia, and solving for H W« p*t 

•JCdu 
(PswtVti) 



Af te r astlataUng IN* *itta»tity of sugar reqftirad 

to to* prouuo^U f o r bi- ak - t ren , the quant i ty ©f «i*garca»« 

to b® eruattntl i t ealat i latai i oa fo l lowing l ines • 

• mmlill, »l ?M&£JtX8&M& « 100. 
ii©oo¥ejry |»#r@#atag0 * 

i«iii«twi««t til* u,uai*tlty of aa»e r e h i r e * ! to be e r a -

aiiati and tba cruauiiu, period at fu l l oa&mity u t i l i s a t i o n * 

an wall «« at ex i s t l ag level of oa|»aoity u t l l i a a t t o a have 

«i»0 baea wciriea *>«t at b r e a k s vaa aoiat* 

b) P r o f i t a b i l i t y potent ia l a t fu l l aapaeity 

u t i l i s a t i o n t 

Til* p r o f i t a b i l i t y po ten t ia l at fu l l oapaeity u t i l i ­

sa t ion baa be«« ©j*ti»«t©«li l iven tbat the ex i s t l ag eranMng 

i>*?rl«xif tba «o*<t s t ructure* tba prtm i<m*lt* aa*l tbe 

r®Q&Vi*ry per e»?iit r«©si» tli« saae andt stttfteK-at aaa© 

&up(>ly i t possible for fu l l a t t i i s a t i o o of ijihtailetf 

capacity in a l l %lm three «i«fc groups. 

f ) Per aere su&«r proctttett iot* t 

fan par a<m? su&ar prodaatloo is «sftl»«te«J «• 

» ^A^M&JUsliLftf. S»&«C8gg£&flttl x JOO. 
Ueeovery p£re**atag,e 

*1) tote of re turn on aap l ta l iavestssetit I 

the rat** of return on eep i t a i Ifurestsmmt has be«o 

m 



5> 

sb t iaa ted by finding out tae value of 1 from th< eijuntion 

Q Ml HH'JI'IJ* mi •JWWI.iil + " " ' ' " r iiinijHiniii >•« + ^.f. ««,>,>.• -...,w»iiJi?.rn..ip.i...! i,tj„w 

i* * u <* • t r c * * i>* 

w tie i x , 

C » i n i t i a l eftpllml ioveaittteaf in «ag«r factory* 

14 in©iud«8 i»v#st i»»t in both productive' a t well &» 

noa*pr<muativ& #.s^cls# 

u* * Annual lfi©-.»*« flew «*««sed to tor constant 

aau i s #stiiaRted a* gross rece ip t s J«»f ,sross cant i a 

iExcluding 4»pr*©tation and in ta rea t OR £ia»*l titv^utsMtitt 

chargeable Huriofe ifee y e a r ) . 

i « iiat© a i re turn on cub i ta l invtifitiaeat or io 

k«yB«» .words »®rgifial eff iciency of cap i t a l i , . , MtC* 

ibc» value oi i has Steen I (Mind out on tti« battla of the 

"tablet* f£»r ©«pitai tnyaatiwiii analysis* by ¥•**• &ot« ati« 

o the r s , 

» » I'erioct in year* t o r wtiiclt cap i t a l i iweataent i s 

gtfia% to ra»aia productive, t b i a has t»#n a»»w«a#*l a* 

to y#ar» f 15 yuars or £0 ye«ra» 

?h»? value of i l& ©a®i»iir«fi %itli ttet Market rat© ©f 

intt-r*at at ttiti tiaw? of invoataont let w&er to ja i i i t e f f i c l * 

i.uey of tb» cap i ta l iuvumtwmt. 



3% 

v i i ) l i t e r s I si at ion of Qptlmm Capacity i 

rtit; a^tioua capacity of tt*» sugar factory can b# 

(ieter«tn«<4 on ttoft fe&»i« of ife« im.i«.#try *« s*!i»rt«*r*i» coat 

funct ions, Suet) an attftjsct would uaoful for »8s#««lag oft 

r a t i o n a l i t y of »nanj|0»«ji t policy in tb© U.l i t of tat? cost 

s t ruc tu re* 

Since w« are in te res ted la befeaviotir of operating 

costs r e l a t i ve to factory »1«©» w© processed tb« data to 

represent tb«e following vnriablea i inreragc t o t a l ©ott ^AfC) 

per h i a t a l of m^r, average variable cost iAVî l per quin­

t a l of sugar au«i iti a t a i l ed capacity of factory i t ) . 1%# 

average t o t a l ©out unci to* average variable ©out mm r« t r«~ 

«tto4 on i n s t a l l e d capac i ty . I'be re^r© anion, e^u^tiona ttectd 

are 

AVC * a - b j t + fag T a 

wbera, 

AfC » Averafe« t o t a l coat pet *i k in ta l for sugar . 

AVC • Avero&e var iable oo»i p*r qu in ta l of sy&ar« 

f « i n s t a l l ed capacity of a factory, 

bi a fc * iWfe.,r«»sto«i coeff ic ients 

a » Constant, 

fbe optiauas capacity baa been «Ii*t«;rai»®il a t the 

ainlausfl cost pa l a t e . 
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w i l l ) tieaiiottf f o r UoUoriiti l i g a t i o n of Capacity * 

An attoatpt la audi %a iind out trie rea«o»a f u r 

ua«iaruti l i g a t i o n of i n s t a l l e d capacity in tto© i t k i i virtual 

£!«<$ ^roupc* i tiife ha a 5>«©n ooittOttplfttfHl by ®#®pnriJtii 

average »#«»eri»»ipf acwcagt* «a*ier auitiuroatie, tupply of 

oan« by toe »#»b6r§» a v a i l a b i l i t y of oait« frow »«m-»e»b«r« 

of tbe i t td i victual ssiase §r«wtp» o« p«r factory ami per 100 

tonnes of i o s t a i l e d capacity bas is . 

Two r«l«tton»5i ip# vtss., (1) between prof I t a b t i i t y , 

capacity and capacity u t i l i s a t i o n but also been O te ra lned 

by en i i t ta t ing i t»e»r r«gr«»»ioB eijuatioa of t h * fo l lowing 

farm 

l* * « • o t C * b g CJu 

wnert, 

i* m p r o f i t 

«j m iustai le«i capacity 

tt»» Perot?at«tg« capacity u t l l i g a t i c o 

a * constant 
bA *"" *is ** *te&r**,,8*,M» coefficient®* 

I t Is expecteC that »«eh re la t ionsh ip waul (I throw 

l i ^ b i on sever i ty of the problem of ttndertttilft«®tion of 

capaci ty• 



 
 
 
 
 
 
 
 

 



CHAPTER IV 

SUGAR INDUSTRY IN MAHARASHTRA 
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CHAPTER IV 

SUGAR INDUSTRY IN MAHARASHTRA 

I t i s well-know t h a t I n d i a i s the home of s u g a r ­

cane t o which one can r i n a r e f e r e n c e s even in *Vedas ' . 

Today, I n d i a i s the l a r g e s t producer of sugarcane in the 

wor ld . S i m i l a r l y i t has the l a r g e s t number of sugar 

f a c t o r i e s in the wor ld . Sugar i ndus t ry i s t he t h i r d 

l a r g e s t i ndus t ry in t h e country with a weight of 3.5 

per cent in the g e n e r a l Index of the i n d u s t r i a l p roduc­

t i o n and of nea r ly 10 p e r cent in i t s consumer non-durable 

goods segment. The importance of t h i s i n d u s t r y i s not 

only due t o i t s agro-based na tu re in an a g r i c u l t u r a l l y 

dominated country* hut a l s o due to the f a c t t h a t i t i s 

one of the b igges t fo re ign exchange ea rn ing I n d u s t r i e s 

in the c o u n t r y . 

4 . 2 Maharashtra on the Sugar Map of the Country t 

The s u s t a i n e d a p p l i c a t i o n of s c i e n t i f i c methods t o 

a g r i c u l t u r e has enabled Maharashtra t o occupy anunique 

place on the sugar map of I n d i a . The a rea under sugarcane 

in Maharashtra S t a t e dur ing 1975-76 was 2.17 lakh h e c t a r e s 

out of the t o t a l of 27.90 lakh h e c t a r e s f o r a l l I n d i a and 

the product ion of cane was 19.17 m i l l i o n m e t r i c tonnes out 

of the t o t a l of 1^2.70 m i l l i o n tonnes f o r a l l I n d i a . 

Maharashtra thus accounts f o r 13 per cent of the 

t o t a l sugarcane product ion in the coun t ry , a l though i t s 
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•bar® in acreage i * <mly 7.78 per seat , S i a i l a r l y i n 

ragartt to prodweiioii of «ti£«rt oat of ev«*y 10© tonnes 

©I s*«gar prodaaad in the ooaatry, Maharathftra •antr iaataf t 

a iaost ao *<#na«« i . e . , ©aa-fif t fa af tb« nat iona l oat out af 

sugar i s contr ibuted toy Mabaraantra «io»e. Among taa 

dittvunt uu&m producing * tat«« in taa aauatry* Mvsbaraahtra 

b«a aeea on the faxaf roat in raaeat jraatf** i t i ta oaold aa 

revaalaa f ro« the l i gu res jgivon in Tabla* 4*1 »a*l 4.2 is 

raapeat of area under Ba&araaaa* praduation of »«$areaaaf 

augaraaae cra»b#d» sugar sm»Uua«d and atbctr rfciatad a s s e t s 

tti sosaa important nui-arvane growing atat«*» in t i i t f ia . 

I t could be »et;n from tb« tabla that tbaagb 

Maharashtra ranit^*! aaaond in r**sp«at at aareagaa and 

prouuetion of sugarcane, i t stood f i r s t in the i»reduetian 

at #ugar daring tb« ye&m- 1974*75 and l^/5*?o» 

The &tatt> alao raiika f i r s t ia r«»j*eci of av«rag# 

recovery percent**^*,? and durat ion «1 aruahing atja^anu 8a«* 

s i i i tu t » i » f thera ban baan steady iaoreaa* in mr®&9 proda** 

at Ian and produc t iv i t y of aa^arcane ia ^ahnraantra as 

against tha widespread f laataat ioaa in atber « ta t«a. Saara 

baa also bean Meaningful ana p ro f i t ab le u t i l i s a t i o n ©f 

sugarcane ia Habaraehtra a« ao&pared to the a l l Ind ia 

pa t te rn . ' During 1974-75 ««aaea9 at the a i i Ind ia iava l 

only >0#5 per cent of t i l * t o t a l aagaraaae pratatead waa 
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u t i l i z e d |a produotioa of ui£«jr» w a l l * i « Maharashtra 71 

oor «eot of ttae t o t a l wu.^arcmic watt ut iUsteu f o r t i l l * 

aarpotfa* 

AflJoQ^ tite t r o f t e a i states Maharftatotra f « t a the 

pr ide of pla«» a*t©a*i»« of many r<ft®»©ttfs» 

^i> A&ro*»oli«iatiealljr Maharashtra I® ftultabla f o r 

sugarcane c u l t i v a t i o n a»i§ tms got trt«e««i<m» po ten t ia l f o r 

fu r t i i e r tfi&prova»eot# In y i t t l t ia aad r©«ovt?ry« 

(2) foot e«t»t of production of «tgar in Maitarai»htra la 

tua cheapest in the country. 

13) fi ie state aa*» got aa Ideal poai t loa fo r auagtortiog 

the wbol» export jirograiaae la KU; o r . 

ta« ban CoanlfAlon has rwooaasoruiod that Naaaraaatra 

1* the a\oat su i tab le a ta t * ta tnareaa* au;,ar furaauation 

la the country, to in©r«a«© par iiaatar© y l e i a of the crop 

a»d t t i r t I t is r e l a t i v a l ? sor t p ro f i tab le to c u l t i v a t e 

gugareaae In t h i s v iate than al«ewti«ra» 

ft*© f i r s t pitaaa of ti ia sa^ar t n o w t r y la Maharashtra 

*a« ts t a r ted in ly30* w i th the se t t ing UJ»< of 4 iasati sugar 

fac to r ies by private, antarpraaitars* flat t»# rc-al aoost 

to ttie su&ar indu&iry ciwc wltit the satt la.* up of tfce f i r s t 
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oo~op«jrtttiv« sugar factory in 19*9 oad«r tfe# ftaaftlnattw 

leadership of Or*0,ti#(>adjiU an«i &ort,V»ii»Vikit»»patU» 

flic su«c«»s ©f ttai» eo«>o©«rativ© su^ar factory ©r©at«d 

tr©tt>©ndua© upsarg© ©aoflgut th© s«fe«r©»»« ^.rmvim t» the 

©tat© t© or&anlse aorct and a o « eo*oi»©r&tlv<» »«|;ttr f ac to ­

r i e s . acaiiaUnn, th© »»itja«a«a« ©f th© *ttj.;ar fac tor ies* 

tli© State Gov© m oca t a l so adopted l i b e r a l aollol©© for th© 

growth of ¥u^ar industry in tb<* &tat©# The ©ugar industry 

in tfabar»«btra ha® always r©«aain©d progrtttssivt? b©cati*© ©f 

favourable unviionmmi&l ©©naitiot*©, #stablt»»is««t ©f 

»tt&ar factor!©© in ©o~ope*r«tiv« sec tor and l i b e r a l polioiaa 

of tbt* Uovernaent. Sow© ©f it*© broad indteatora ©f th© 

prodrugsivaaesa of th© sugar indaatry in ftaharashtra ara 

giver* In I'abl© * .3 for the quinquennial period beginning 

Xro* 1950*51 to 1975-76. 

I t could be abaorved frasa th© table tk^t <4«riog 

th© period fr©« i*i3€M»**l to 1V75-76, the ttrtu tt«*iv.r sugar­

cane in©r©a©ed altaoat bjr 33^* i>«r o©nt« vihih' tb« iisrodaetion 

of ©u^aroaa© increased by *ug p«r ««»!• the©© inoreasa* in 

a©rfe«i«8 a© well a© production of ©«garea«« aav® proved to 

be conducive for «*tablishi&@ftt of addi t iona l sugar fac tor ies 

In tao ©tat©. I'b© uuwber #1 ©©^ar fac tor ies* wis!©,; was 

15 at to© beginning of tbe period, increased t© 55 i» tft© 

yutir l9/S-7b« A» a r e su l t # t»© nuaat i ty of aaac* «ra«b©d 

and »Ui;ar produced ia tb« ©tat© in©rea«c*d by 13*£ per cent 



fa
to

i*
 4

.3
 

s 
A

re
a 

u
re

te
r 

*u
&

&
rc

am
t»

 
y

ie
ld

 
of

 
su

g
ar

ca
n
e,

 
p

ro
d

u
ct

 tu
n 

of
 

st
tr

a
r,

 
ai

ry
ra

ga
 

r-
e

^
v

tr
y

, 
at

re
ra

ga
 

Uu
 ra

ti
e
n

 
aa

a 
»o

. 
©

f 
*u

&
ar

 
fa

c
to

ri
e
s 

ia
 M

af
ea

ra
st

it
ra

 S
ta

ta
 

1'
ea

r 
;>

u&
ar

«a
a©

 
^u

&
ar

oa
ne

 
u

^a
io

en
e 

Su
ga

r 
m

ev
vm

ry
 

Av
«. 

ra
g©

 
H

na
lw

ir
 

af
 

aa
ra

fe
c 

rr
u

d
u

ct
iu

a 
cr

u
sh

ed
 

p
ro

d
u

ct
io

n 
t>

er
oe

at
ag

e 
d

u
.-

at
io

a 
fa

c
to

ri
e
s 

IX
aa

as
ao

A
 

U
ho

us
&

oU
 

tf
ho

tt
*a

a&
 

(I
n 

»0
00

' 
o£

 
er

u
sh

ia
, 

in
 

o
p

er
at

io
n

 
fc

ae
ta

i*
»
) 

m
a

tr
lo

 
«
«
*
rl

*
 

m
e
tr

ic
 

s«
«*

oi
i 

to
n
n
e
s)

 
ta

a
a
a
ft
) 

t ©
»
»
§
•)

 

(1
0
0
.0

0
) 

i1
0
0
*0

0
} 

itO
O

.0
0
) 

(1
0
0
.0

0
) 

(1
0
0
*0

0
} 

(1
0
0
.0

0
) 

19
55
-̂
6
 
65
 

%3
97
 

17
00
 
19
9
 

11
.6
7
 

1
3
*
 

15
 

i 1
0
0
.0

0
) 

(9
6*

67
) 

(1
60

.&
7)

 
C

*
/6

.S
3

) 
(1

17
*9

5)
 

(1
0
0
.0

0
) 

l9
6
0
~

o
i 

15
5 

im
h

$
 

%
*9

0 
52

3 
11

*6
5 

1»
*6

 
27

 
£ 

U
3
0
.4

6
) 

I *
tet

>«
 3%

) 
i%

U
2.

79
) 

t*
35

«&
5}

 i
l%

i.
fc

.)
 

41
60

.0
0}

 

l̂
»§

-to
i»

 
17

1 
10

j*
79

 
6;

 7
5 

7&
0 

11
.3

2 
tf

c€
 

3S
 

i*
tf

t«
06

) 
(f

i%
l*

6*
>)

 
|6

%
7
.3

6
) 

(6
5
0
.0

0
) 

ii
5«

v«
97

) 
(2

13
*3

3)
 

19
70
*7
1
 

t
i
l
 

14
17
0
 

93
53
 

10
55
 

ll
.«
5
 
l$
4
 

*1
 

i3
33
.6
5)
 

13
25
**
0)

 
(f
ef
eO
.7
0)
 

(6
69
.1
7)
 

U
*
0
.
*
7
)
 

(2
73
*3
3)
 

19
75

-7
6

 
ii

l7
 

l:#
ii»

i- 
1*

25
5

 
16

06
 

11
. *

%
 

16
%

 
55

 
0
3
3
.&

5
) 

(4
*
2
.3

0
) 

(1
3%

*.
)*

*)
 

(1
3
3
*
.3

3
) 

i 1
*
0
.1

7
) 

(3
6
6
.6

7
) 

U
+i

im
 

*—
 r

i#
ir

*M
i 

li
t 

j»
ar

a«
t6

e«
e«

 
ii

n
ii

ea
ta

 
tb

« 
p$

rw
a%

m
$p

 
%

m
m

m
e 

o
v

^r
 

ba
se

 
jr

«a
r 

i.
a
.5

0
-

&
M

M
-C

* 
s-

 
*
In

d
ia

n
 l

A
u^

ar
**

 
M

ar
es

.*
 

i*
*7

7»
 

' 

H2 



* 3 

and 133fc o#r e«»t» r®spootiv«sly# fh» r*?ooi»ry '|itre#«tafi« 

aowfvor, raaalnacl aKaowt «*>»$ita»t Ourlug till® parioft. 

I t oottld a lsc 'be not toed fro® tfa« table tt*»t In 

tb« y«sar 1950*51 only 23.%0 jMir eeat of tb® t o t a l *a««roan* 

was u t i l i z e d l o r ftaaafaetura of «u&ajr« la tfca y#«r 1975*76 

however, almost 7*.37 I*«r eeoi of tfea t o t a l sugajraaaa pro* 

Uuoed wai u t i l i z e d for *anufaoturiti|$ sugar« in* sugar 

industry in Maharashtra has than wade trettotidaaft pro&ros* 

during tee plan p t r lod . 

*•* ^•,9M....i,>afa,iy» v*,*^Mm,J«M*m. fi 
Habarasfatra State i 

As discussed aa r l io r* there* lias been roaaraabla 

pru^rc-sK in »u&ar IndusIry la Mabarasatra dart»§ th© post* 

iaaap«a4eaaa pteriua* i t wi l l not be oat of jtiaaa if a 

amotion la aade about tfe© specia l fantura t of ttta ftu&ar 

industry In MabaratHttra* tm tta# contrary t t wi l l aid »ro* 

per understandtog of the factor* renponetblc for mpeeAy 

dvvelopaent of the sugar Industry t» tb« St«t«u Una faa*» 

t u r t s are as under t 

(aj suaarcane Oi l t lva t loa In Mab.ar»»btr» * 

Sugarcane Is one of the aoat important aaah crops 

Of tbo Btate ana * tends next to co t ton . Altbou,vh t o t a l 

m-*i& UBd«:r sugarcane ionsa i , l per mat of tu t t o t a l cropped 

or«a. I t contr ibute* now tbaii 7»5 to 6 p t r c«wt of tbe 
t o t a l ag r i cu l t u r a l l«eo*« for tb* Mate fro» v**rtou* tsrupw 



lh« present usugareaaa artas in tit« s tate ©an b® 

c l a s s i f i e d i n t o tara<t 4ii*ft?r«rot cona* on tn# b*§»is ©f 

present Cu l t i va t i on pract ices aa*i j»i«ld pcta-ati i t is* 

U ) ijolbapitg toao i I t ©«iif*r ia« off tCalaapiFt &«ng l l f 

Satara d i s t r i c t s CrxoluuiiH, J ha I t sin t a l uk * ) sntf «riEt«tids 

in to tne adjo in ing d i s t r i c t s of turn larnataka & t * ta # 

t ^ i ^cfcan S&"**,, %Qf*.f * I t include® Punet Ai§is§«dne*f;arf 

Naslk u i ^ r i c t t . , parts of bolapur district a«4 . I ta l ian 

ts iukt i of Satara d i s t r i c t , 

43) >fartatft*ada <»a<i .Vldarbfc* rgj£ioi» i i t comprise?* «f 

j»*artitaws«t« am. Vldrabtta region* aau newly d^velopin^; are an 

of Ja l ; aun ants «*bultt d i s t r i c t * * 

ftaa re lat iv® pos i t ion of arva ana producttan of 

sugarcane in d i f f e ren t *on«s I ft presented in f«W* %•%• 

i t ©on id fee ravenicd f r o * tae table tfeat tbc Uaccan Canal 

Suae tonka f i r s t beta in respect of ajr**a u»«®r sugarcane 

and proaoctioit of sugarcane and is fol lowed &J? Rolhnpur 

and Haratfefcada and Yld-strafe* stones respect ive ly* 

i b ) iUM»rco.t..i>«r»o4* o l r i a n t l a f I 

According to d i f f e ren t agro-eiisaatic regions* tne 

tiystew of sugarcane p lant ing in ttabarantttre i s as under t 

%% 
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B»m iforatloa ofr eroj Hmft&BlJftMffl 

Adaall cult ivation 1?-1 aotttita JmMH»Aft.gtt*t 

i*r«*ea»ooal * 15*16 * uotatter*»i*0*«iiteer 

soaaonal » 12-13 * January**** ternary 

Uatooit " l a * — 

i«> Vart^tai atatrlteatto* i 

l*i* varieties ree<NHM»mi<»<i for Hateara«tetra &tata ara 

at &lv«a bfcio** i -

i-arly varieties • , . . . , . . . . . . . . . . . . , , Ni l 

«id-.s«a*©» w * • • » • . . • • • • €CMi l f 9 Ge»67fc» 
cc»»7«off tf0-775 

Lat«s v a r i e t i e s . . . . . . . . . . . . . . . . . . . . m>»l*M9 Cti**53t 
CO»997 

I t would tea seen toot tfcara i« ua siogle early 

maturing variety* fttou&ti aovtsn varieties ar« ra*t*a«t«iided 

and grown to tite atata, tita »o«t dofiiteajtt variety I t CO-7%0 

(!•*•• ffldocN-vartety eeoeoay). 

with regardi to Irr lgat i tm s*tt«r»» i t would tea 

ae*>a that &0 f«r dent ©1 ttea araa aadtr «u&ar«aa*i l i lrri*» 

g*it«d on privately owsad walls and ti*« area an4«r su&areana 

la canal area is limited to % to 2§ |**r «ent of tat total 

I r r igab le *rt>«» 

*» I»rado«tlvity at « t t l«roa„a 1« a m * r a . t . W l 
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Is pxtt»#{it«4 In fable * # 5 f o r M M per&oti f r tw 197&»73 

to 1»7«~7S« 

fable %.5 * i£»o«*latf Prot iuat lv l ty of &«gar«a»« fa 

Maiiaraabtra 

(Toaaa* pt r fei-'C'tar*) 

No. *»w 1&.K -tan. 
l . K o i i i a p i r %oa« &7.*% 63«6o 73*97 

tt.Oaeeati omml aooe 55«2*> 55.«*2 6»**6% 

3.tfarati iwatia none %9.§2 5*«70 $£•&« 
( i n c l u d i n g i t t iale 
ana «Ialgaoa 
* H « t r i e t t f ) 

T o t a l f o r 56.7> 37.9? 6fe.90 
Ha&arasi i t ra & ta te 

N*B* i - » t o t a l «*y wot t a l l a y as tUfe n * & l l & f a l e 
sttiure of Eottiait reg ion I s iuc lu t f tU i n tha 
grat is t o t a l * * 

source t«* "&aaaon aod t r a p report**" of t i ia ,y#ar 197*v73t 

i9?3-7% and ii*7V»75 p«»l i*aa«' by tte« C o w r t i * 

went of HiOiaraaUtra. 

I t i n s«Mt t o n o t i c e t h a t thar® tos !*#£•» i*«ro«f*» 

t i b i a f a i l i n t i t« o r o U a e t l v f t y of st%*ur©teti« in the 

•>tate du r i ng tb« year i lJ7>»7* i n a l l the soaaa. The 

s i t u a t i o n faotravart i t t p r o w l s? l i g h t l y i i u r lne l i te yt-ar 

1 ^ 7 ^ 7 5 . 



4$ 

Looking to tae mmmim product ivi ty f i gu re s , 

I t i s •*«& taut til® productivity of tugareane Is the 

highest if} ttwt goife*p«r Eoite a»*I the lowtst l» the 

iiarathwauft-VidarbhR soae* 

Jfcirlng tfe* y««r 196 y6% Mc*ar*slttf* w** leading 

a l l other s t a t e s In per tiaatars ylt t las* i t s «#«iti<»M 

ha* teeo now surpassed sy tee s t a t e s l i f e Aadaar* J'radesbt 

karnatalta ana fumll jiadu. f b t i ^ a i i tae aore jregrstsftfcld 

in vie* of lb* fact that Maharashtra Sta te bftnrs €O*7l§0 

v a r U t y , wbioli t* reaag»i*«a to be very iti&ii yinlitigJi 

va r ie ty f an a m««a g rea t e r proportion tiia» in ottier 

s t a tu s* i t 8(ii>ears tnat q u a l i t a t i v e aspects nave given 

jjiuct to quan t i t a t ive aspects l ike m^maBtm of area 

unii^r sugarcane* ftie reasons for f a l l in pro a c t i v i t y . 

&t>. i den t i f i ed by the tiupta Coawlttce import ar« t«» 

( i ) aa-balanced f e r t i l i s a t i o n . 

(ii) aoii«»ad»ptlott of proper mmums for seed 

pro tec t ion , 

( 5 / lnadeqiaate pest con t ro l , 

(4) lack of proper crop planalag, 

v5i dependence os* uae var ie ty ana, 

((») too »ueh sh i f t towards Adsall planting* 

i«) sttuctute. or tjtf ^Awr....ii^jL>Aia^JkL^iMia»Jstgs * 

the «§ag.ar industry in Maharashtra, at? I t stands 

today, i s eastprlaetf of %5 su&ar f act <u>ri *.;•&• in ©inoperative 
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meter awl 10 sugar fac to r ies l a pr ivate «««lojr« Hie 

soaewit»e «ii»trtfctti*t©» of p r iva te &mu eo-^p«s^»tiwa »ug»r 

f ac to r i e s Is aresasted in Yabla 4«a alaag*fitfc t h e i r 

t o t a l l a s t a i l e d e&paatties* 

fab le %,u t Aonewifcs* a»a £»eateri«i«e Cwapasitiaa of 

Sugar l?aet#ri«i§ in ftatiara&titr& s tate i a 

tha y#ar i»75~?6 

« > « M » < » l i l » W » l » « » l « » i M I « » M M W I » » » « l i W « « l ' i i » l l l l « l r » M » l » l l » « l » l l i a i l « W I » » l » « » « i , M I « i i » l » W I « » < l » W i l i l i 1 

$r* Soa« P r i va te - Gawoperatlve ' Total 
Na« Sector #«e$or _ _ 

Mo, Crush* No* duet t * 1®» Cmaaiac 
tag e*» lug oa* ampacity 
paelty paeity . ( faaaes/ 

{ fount* */ {tonm a / day ) 
day) day) 

1, iiolltmtttr 2 %300 1% 17500 Ii» 81500 
acne 

2. Bmem fi 9900 IS 3Mm 2§ *2368 
Canal aane 

5 . Marathwada 13 8*750 13 .175© 
Vidarotea 

( i jioluu tnfc 
i4tule and 
dalgaoa 
d i s t r i c t s ) 

total 10 t%i©0 45 7*55« 55 *5*3» 

I t could be observed f r o * tlt# tab!** tbat ©ttsr three* 

iot t r t i t o l the t o t a l mawber of »«gar fac to r ies ara 

commit rated In western Mabarasbtra eotti>rlsing of 

&oibapur ana Dacca* &uial aso.ia*ss. 
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flk4» iio«iOiitti himv U . e . i us ta i i cd mpmtty) ot 

t fmiviuual un i ts vnrlt-e trots boo toiuws to 5,000 tottn«* 

©1 sufiftr«Mi« per 4«jr« lUe • i a f t a f f i ea f ion of «agsr 

fac tor ies *i©©<»r*li»g to d l f f o r e s t »tse grmpm of I n s t a ­

l l otl capacit ies t» praseitt#tl in Table %•?* 

id bio %#7 t c l a s s I f i o a t i o o of Sugar fac tor ies Aoooraiog 

to .Different Sise (troops of i n s t a l l e d 

2>ise groupi* Me»e.f... eo&or foo tpr in t 
m i i t i tio*oper*tlva 

Less than 1,25© totme»/a«y 2 f 

«•» '««» *w «*• est «•» 

7 

1,250 t o 1,750 * 5 *"'i 
i*»'# 

26 

1,^50 to 2,200 » a 10 12 

£,200 to 2,700 « «*» % % 

2,100 tO 3,100 m i i a 
3,200 to 5,700 M 

- 3 a 

3,700 to %,«£00 *t «* 1 l 

^ ,200 to 5,000 » - 1 i 

to —«j- 55 

I t way fe# seen ttt&i 2C» out of tlt€« t o t a l of 55 

su^er fac tor ies fa l l , in tte«* eiase group at ioeta l loA 

capacity oi lVw50 to 1,750 tonnes per oar* 
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it) fcxoort of Su^ar front Jtaharaafatra t 

lod ia gtitdt.* *u |«pr«»«lvo antsy in to the iir«*aa 

©i world aarkttt i n too y«#ar 1937* i ^ now the fc«K,ar 

e*ix»rts aoould bay** ooroal iy ©oae to an age, but there 

hat© been upe mtl dturtia as a r»«u i t of wtiiett though 

i rid l a has oosto to stay as a net ex port or of s« ar i n 

the world market, »*«» ttioa© who or** eleaoly iittttad 

w i th the dest iny of the induntry In Ind ia ar* always 

l e f t guea#ifi& trhotfror Ind ia w i l l «,eeoiti*t a* a» ©sport^r 

in a pa r t i cu la r year. As su&ar latins t ry %» m% ag.ro** 

based indust ry , ao&ie f l u c t u a t i o n * en tb« <j<i<Mtttt& of 

exportt* arv bound to i«ke p lace. 

Maharuahtra ateto oeoupies an afii*jts© pos i t ion 

tn the t i igar eati>ort$ f ree I nd ia , the* f i p i r v e given in 

lohlo 4#fe would atiow the pav i l i on of e* porta of sn.fc«r 

fro© Ind ia aao the con t r ibu t ion of ftt^Mirafcistm <«>tate in 

the t o t a l mxport of sugar. In view of i t * l o w a t ooss 

of prodoetioa and nearness to the port of Jtasbay and 

tli© i»i>ortin& oountriea* fcoharaahtra ha* «#«# to sstay 

na n leader lit «?X|»orta »i' sugar. «o»t of the eugo-r 

exported i s in the f o r * of ran aoftar which in amatifeo-. 

turod by altao^t a l l the eu&ar fac to r ies »{*i%o« thou&hout 

length ana breadth of Maharashtra* 1*w» grades f naaely 

di&h f o l uaw Su^ar and Low Pol law -*:.'ugar &rm esafiufaetti** 

red d«.i£>ettdi«g upon the detft&nu fro® woritf «rr«w?t. 

http://ag.ro**
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Table *.b i Share of Meharaahtra t» the tatal expert 

of i n gar 
{f fetr i® teneee) 

Hear i-xpGjrt 
Xttdia Haitaraetttra 

st&ta 

J*©**©«?»! i!g® eftare 
of Maharashtra 
In t o t a l export 
of eager f r o * 

i*i?i-7& 

3«3*»ooo 

1,25,000 

39l&tO0O 

.3,31,000 

1,©0,O0# 

160 

too 

60 

isoeree i Boek "ia-ttgareeite latlaetrjr of >:*aiiareatitra» 
A Bla#«*§»rl»t f o r *Jrag.re8«% »y ¥«*UMahtte9 

Hia ta l« r f o r I'-lnanee, ?tttb&r&$htra s t a t e . 

1» view of i t s ioc t i .Hia l advantagae and lew 

east e l predict io»» liait&raahtre thus plays the leading 

ro le la fore ign exchange eeraftag f o r the- eoaiitry through 

export* ef sugar* 

(g) L i t ar te ef g.tago e»w»w>a l * 

Yfee etete <io«erB»eiit oVliberetl* helped the 

ee t t i ag «p of aerfc end wore coopera t i ve eager faete~ 

r i e * MHi ac t i ve ly pert letpatet i by evolv ing the aoaeept 

of etete partnership end by grant tag l i b e r a l ebere 

• a p t t a l t o th« co-operative eui&r faoter l«s» the 

efflpitenii* h«e he«» on the e l i a i aa t i o t i of Bi&uletteit and 
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to enable the producer to ©©©©tat the owner ©f tte« 

Kitattf ©©taring pr©©©»i. Heel lacing the preKlt&i ©f lm 

productivi ty ©< •ugajwaa© ooB««<|it*iitl|' i # » i t » t t o pr©*> 

bleat, of t«»ttfft#ti»* »©ppljr ©f ftugarttane a©*! »inl#jniti» 

lt*ttti©» of in* ta i l ed a«p*«ttfte« ©I t&# «a««r f«©t©rt»»t 

tbe Stat© (iowrniwat ha* always fe®«*i an the f r front in 

adoption apprapri&t© poiiei©© for l«©r#*i«i»g; tmgmmwm 

y le l a s per ©nit of laau, fa© p©liei«« with regard to 

l i b e r a l a r e a l t ©apply I© nagiiroaa© producers through 

co-op* r« t iv«8 , umtortaklng re search for ©v»lirt»g isigti 

y ie lding v a r i e t i e s ©f ©agareane titr©agh ag r i cu l t u r a l 

ttaiveraitie©* f ixa t ion ©f price, of ©ugareaiMt #j»©ttti©n 

of ,a«gar©a©«> i ' l lo i i»r©,J«©tf§*f an*i fioanaiag tha ©agar 

faotorieftf hav# always ©own i»«lpftil l o r the tsf»#««iy « « w -

lopjatJiit ©f sugar industry in the Stat©* 

u*> £i^lMiil£,,,Mllllail.lgii-,,aI .tegiaflaalft ! 

Apart Iron »agarf tha sagar fa©t«iri#a ^ratlnea 

by-protJMCts l ike daga©#ef M©&a#a©«t t'r- UB md m& 

iurnacc ©nil* fit© p r o f i t a b i l i t y ©f #tt|i.ar inattfttrp can 

be iaprovtcl ami the aaat of eagaraaAe fee feroiigltt &©*w 

t© it g rea t e r ©xt©ut fey prof i t ab le u t i l i s a t i o n ©f tt*«*»© 

©y»l*r»ft«et»« AcoarUiagJlj'i a large number ©f #w.f©r fa©-

t©rl«© have a t teapted prof i t v* bit. u t i l i s a t i o n ©f theet 

fcy~©r©*4««*8 for aaaafaeture ©f ©tfetr ©roquet©• ill© 
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u t i l i s a t i o n of fcwi&aaae, molassus m& pri'& -taud lit «• 

untkr t 

U i JfeftSSSfi * BHi«««« ««*<miit* tor mbmt Uk t& 3© 

i*er cent of cant i». MaHarwhtrfi s t a t e , ih» annual prouu-

c t ion of *«£*••• to tlv; &t«t« i s ftteut as to }/ lakh 

to:niefi. At pr*i®«at twg**** t s aottljr t*s*#*4 «§ | «« l for 

s>oil»rs to tn« au&ar factorta** i t a l so e««**4tiit<?» #• 

a raw aaterft*! for 8*«i«ftt«tar® #f £»**p®r# palp* n«tts p r t a t , 

idbul&tiun mid ©htplNmrtlat* 

^*M il*ilSiES£ * ** i s
 «&«J*I |&r tiH» fflawufaiitur© of 

IncittHtriat Aloufeol »«tl pot*»l« s p i r i t * fNtiytfcfta© and 

p i e t i e s , i t t s al«e usoi ^ tubacc- curing Material* 

manure* eattl*? f«tt$ t e t« # in ^iOj&rasuira 5tat® alatottt 

«o t t r» w a n t i t y of ttolaaae* protiuaavi i& to i£»§© lakh 

tonaas #v«jf year) i» aeaaaaad m a raw n o t a r i a l by ita© 

10 tfifttillariaft una a l&t t l a quant i ty t« uma m a a t t l a 

u*t> £&*&7m&,«,w& Msmimja& * *•« pr«i*«r*t<» ©t 
pr««#«*ttt**i its about ;i to 4 p«r oaat ©f att^arnant in Malta-* 

raalt tra Stai«# fto« cut I ra pr©ss«>aiMi i s teim- used as 

jfiauure in- the &u^&ru&m< field*** isiwe 1* tirir ease with 

funiee* ash. 

ii) Son I g»fc..g.<»a<i.itt.i? l:r«n*f oraa t i on of s-turol •;-u.it ar as htra t 

Tl»# «o-op*>rativa #*§&ar f •*££**** nave tbaaaelvas 

http://-u.it
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lent as a powerful inatruaunt in taa demlapatmt anil 

atoai l taat lon &t tee n a t u r a l , tmmm an-, f loanoial reaa* 

urcc» of %t»« &tata» they uava aa#a t#r«*»e« to 'I* taa 

pr iaa fore# tueitiad aagtteatatiaa of iawMtswitt t» tita 

aaaufaetur® «td ax^ l a i t a t i oa of flaw uad u«a»rgrwtta4 

w«t#r resource* lo r ariafeltift add i t loaa l aareai^s under 

i r r i g a t i o n , Ta«*«t sugar faotor iaa i?rc»vida gainful 

aflH>loyiwiat to aany »<or»oas» Besid'ts, sia®# taay a r t 

located in d i f fe ren t r**git«s» of tha s t a t a v taay it#lp 

i» a t t a in ing teiatwd ra&ioaal duvalopsatmt la taa ru ra l 

art>aa* Xa«? oo^as^rativa *uv;»r faator i^a taua ?iay 

a a t a l y t i o rt»la ia soaioweaoaoMla traauferistftiaa of toa 

ru ra l ar*aa toy taaplag the i n i t i a t i v e , ti*« enthusiasm 

and the raaoaraafulnaaa of local aaaala* Maay tugar 

fauturiaa oav« tialpad %& aaaar a tiertlnbl® r u r a l growth 

revolution oi- aota ,rc a and watte typa* la «tt« aouraa 

of time i t i s toped that ®«ea a red !-»¥»l«ti#»-^«-'ve!0p*» 

jaant of »ft«tt poul t ry , aad «gga induetr la* vaaiil aa 

tiaaarad toy the «a»eparativa sugar industry *» *«« ru ra l 

a reas , 

A$aiaf ao~aaarativa sec tor ia sagar aro&tctlan 

h*v alayad go*Hi rola in ragard to €*c«nt>ai« u^ l i f toea t 

of faraars la dry faralag a reas , davelaeavitt at aduea* 

t l u a a l f a c i l i t i e s , orgaulaat loo of wau«wa far taa bea t -

f i t of a s a i l farawrs, previa iaa of d.rtnat&& water and 

auah otlKir pruvi#io«i». 
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*•§ ftgjft ?.1M&fM.M I t e f l B m U l I H»lrICjMla£i££ * 

Titotigli tit© ©o»o-p«rati¥« sugar f««tor ie* istsve »a*§*» 

remarkable |i3r®ir«»s in rt;§|i«©t of increased $ug«r produ­

c t ion and socio-ectmuaio traasforfiiatiort of ru ra l arsas 

in ti*s -state, they are- facetl wit!) ce r t a in pr»!»i#ffl» of 

t b e i r ©wa» So»« &t tlie important prooltttre of the co-

ope rut I *«• »**,j,ar f ac to r i e s arts «Mitter*tod below s 

(a) l 'nu i : rut l i iaut lon Pi1 I n s t a l l ed Cmn^liy i 

Though the aotual i n s t a l l ed napooIty no at the «nd 

of the i^?S«»?3 »«*#«>« woo i>*3fe laWi i«ni«» of stt&ajr p«r 

year , iiw actual productt#» of su&ar mm tmljr iO»65 l«W* 

t*m«esit aooouotlog for ?y#5 ger cent u t i l i s a t i o n of to* 

ta&tallod oopaoitf• ftto u t i l i s a t i o n of i»#talit**J saga­

c i ty w«« 9 i . l per neat in tots p r iva te s e t t e r ®Jt4 in two 

*o*0|>er*tiv« sec to r i t mm ?I*«9 per ©*sttt» ftta ftttortfall 

in eapoeity u t i l i s a t i o n was una t o tlt« Caot that to® 

•ugajraoao denolopatnt work oaffarad «*a did not itoop 

poc« with JUaanetng of »*w tugiir faetatrieol par t ly duo 

to •oAtimiiMi* around t I w thru* ye or* oad par t ly due t o 

the nogiact «wa indifforeiio* of ta« s?aiiftf««i»t# 

t»> ^opply of.. sHinaroono. t o t M Siii,@iijeiigt.J!i:M« * 

India 1% tm only sugar prcMiticifl,.. tmntrf wn®« 

tue «UA«ro«fHi grown is u t i l i s e In tt»« lUKHitaoiaro of 
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three awaet«alo« ag&ota via:., sugar, Cial ami handaorl. 

Sagar iatiaistrjr l c © highly eot i tral l«* i to i lat t r j r r i g h t 

froai tli® f i x a t i o n of wlalwm «taa prim to t b t f i x a t i o n 

of prloa of augur am& arte© of by-piouuct;? I l k * ao las^ ts . 

As against t h i n , t l i t re iiav* oaen no ao8t ro t * v wtietsoever, 

oa tiul saaing i*r«la« is & eottag« li»**tt©*t*y> aati «« a 

khaml«rui naitiag i^lt iob i s a §»a l l saale Indust ry)* 

fo« f l t te t t ia t iaaa l i t aa&areaae oroduatloa a»« ttta i r r a -

t i una l d i s t r i b u t i o n of sttgareajs* aattreea taa l i i r#a 

awee tai l ing agtnta imv* been tba attract of the 80gar l a t a -

fitjy* Tba eaale r*«fto*i of divaraioa at oafta to tiwl* 

aafciai i s tba dalay involved i n pa*aunt «f O.,R. pr ioa by 

the sygar fa«tert««# 

i t Is sad t© n o l l e * laat thara htm tmen paroep* 

t i b i « i a i i in tfca firodaot l a i t y of stig arena** t« tba s ta ta * 

Tba reatoaa tor f a l l i « p roduc t i v i t y tm l&Vnt i f lad * ra * • 

41) i*aok of proper arop plant lag 

,12) Papeadtmei* o» oaa var ie ty 

- 0 ) too staab ab t t t towards Adaall y iaata t lo t t 

{k} laattetuata I r r i g a t i o n f a a i i l t i a a 

U> Maobinfiry aqprty ana. Abya»t»onj| s 

liow-a-aays, toere i» a abort auppiy of fltaabioery* 
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fiiere are a t present uovon eoinaaniee l t«ense4 to mam-

faeture »«&ar tsmcuinery in the country, ffet? t a e t a l M 

o.ij.acity of these un i t s I® atatat 13 soger plant* («.«r 

year , but the ee«paniae eon 14 awMifaetur* a najfintte of 

fc*6 un i t s only, MuejUfoe the abort aoi*f»iv of «»©&iaeryt 

the pr ices of ttaehiuertee ha*« a lso taereaae& treweado* 

ualy during. reeeni y#«r»» t h i s ha* Ie«l t*» increase in 

Invest went in s e t t i n g up of new un i t s em well m in re* 

plaeeaent of old aaohinea* 

ie ) Fixat ion of SiMnirtfen^ aao* i&tjNt Vrlm* * 

s»ugareaii« ie grown almost tn a l l tit* estates in 

tfa< country, the cost of cu l t iva t ion var ies wiilel*' fro© 

bta te t e s t a t e* &iesiitirly r&oovegy a l so var ies fro© 

s t a t e to estate* Its fittefi eiroooiftajtefef t tlew%r«fi«ttt e l 

India f ixes the paries every year atteler s t a t u t e a f t e r 

consul ta t ion with the Agrieultt tral Pr iaes ttotautttea* the 

following factors am aoa«t6ere4 wliila fitting the priee •» 

(a) eas t of produetioo ef m^mrt 

(h; the re turn to the grower fre« a t t e n t a t lira orop9 

^o) the availability of au^ar to ooaauaef* at 

fair price# ana* 

^dj the reeovsry of nosiir fruai ftttgareaiie* 
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o^it in stttjge**tad tha t tii* a r t e* taenia1 b« p*iA 

t o the s)rouuc*r aeearaiag to r eeowt f oeiraetitas© imther 

than weight. Mdwever* i t bat %•«*» atoservaii t ha t the l« v> 

price wan sttaataat t a l l y raised i» o«;ntr»i t i t i a r t'rau. »h, 

Lsttsrn Ut ta r r*ra4w«»f Htwihaya t*i«ai«»»t Mttar* Mary*»af 

;*ajastan« As-iaa, ftrlaaa and W««st Bengal, wail* i-wooirtrf 

at augur I** r e l a t i v a l ? a t a low l e v e l . M against *»ta f 

ttt« levy prla* was iwtaoatf in »««t*x« Utttyr Fr**«ie»iit 

Mau*urasiitra ;>tata, Amiaara Praa^so, itarait*tic*v 1'antl HaUu, 

i'mijat*, bttjrat antl Iterala ln«> pi fee of t«« l aa t ifiat to* 

rt>eov«ry of sonar was *i«ii« totgh lit saa« of ta«»a *tatea* 

fiie sugar Industry in Maharashtra &a» tie a a olawourtiig 

jfor »'irl»ioa of l*v? arioaa in ord*;-r to ei iwr* aa a«t€~ 

<iuata re turn to i t . I t i* e i a i n a i ttiat iita p*«**»t 

re turn of 12,25 par ««i t as rv,emiumi&QJ> toy sar r ia f 

€ojasBise4uii I t oi&ftly iaa*I«*«*ttat« mm t ia raa l l t t t ie and t h e r e ­

fore , ah (Hi la t*K r«vi««d s u i t a b l y . 



 
 
 
 
 
 
 
 

 



CHAPTER V 
ECONOMICS OF SIZE AND RETURNS 

TO SCALE IN CO-OPERATIVE 
SUGAR FACTORIES 
IN MAHARASHTRA 



la order to study the ecouumios ©f any ®»terpr i8« t 

one «ae t o §d f o r costs and returns ana lys is , fttn study 

of casta and r#tt i ra« &t an »atar?>ri*# fans® ait important 

base tn detamajaiftg l b * §*r#f i fair iUf iy of a t»art*©»iar 

a c t i v i t y , so a l so , smell an attempt provide* e«&iia*i« 

c r i t e r i o n l o r raorgat i ia i i i i the fcuaiaaav on a r o t i t a s l a 

l i n e n . 

f l ie praaaot eitapt#r deal* w i ta • t t n l r l a t l analysis 

regarding product ion aarforaatteti of the ao*»o»^rmtiva 

sugar f a c t o r i e s , msi of production of »»g»r» oo«toy 

r t t u r«« ana net returns £1-013 sugar pro-Juction, ami t o t a l 

oo«ti i f t o t a l returns ®au not p r o f i t * of o«N»«i»c*ratlw 

»«gar fao tor iaa* feuat* aa analysis hm feee*. a t ta in ted 

f o r tn« tare*.* «i»e |.-r«ap* of tna ©o»4»p«? ra t tint an gar 

fac to r ies i n wt to r to oetonaiBe r e i i i i w t f f i a l a a e y of 

tba i nd i v i dua l »is«j groaoiu l a add i t l a * to t o * above 

tise chapter also a^als wi th onf legation of returns to 

scale, astoflt of eauaolty u t i l i s a t i o n * dotaxvlaattoft of 

optiMuffi aapooity aau reasons fo r un4«r t i t i l i «a t l #» of 

i n s t a l l e d capacity of ttt# ooMOiMsratlva au^ar faotor ioo 

belonging t o dMlo roo t aiw? groups* 

MWi'iaiwiiiiiiH!—>jitiiMiiii»iPi: utm 

m**wn<Bm<tmm<m*mm* w»*»*mi urn ii»l»iiiiiiiMMwi»«iwwwwMll««i«w 

^ " " " " ' i f " " v — n --ntt inn-—-~" T T ' -ff ——- * — f "-^^r - n r n r r - r - n — ^ " - r " L ~ * - 1 ""*" -''i> • u w 111 ri i ir iwr r • JIT» nrrrit • - <iiri ni inri'p iniiin-niTi' rr i IWHK ̂ > •> M<WH nTwniî .i'wii in» u rtfiiiii-iiiw it̂ ti j.wniww »u mw—wn*. 
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5«* Paroaae.ttoflt Kmriommw &i tH# eo imra t tw m^f 

Factor ies t 

Ike i»roauctio, ;>i rX >r*anci of (it f Intrant t l s a d siigar 

l ac tor lea ooulu t»« judged on tht ba-l» of irVvrw.se Ins t a ­

l l ed eapael ty , <ju«iitttltt* of C«R« ©mtiitd m4 «§£»r pro­

duced uutia , tat .vein, aft eh own in t'ablo 5*1* 

Tabic 5.A t i'*-r Sugar Factory i n i t i a l l y €apaalt^v 

quantity .of ftugaroftiHi CmaiMNi a.i ,.uentity 

of Sugar iJr(Kluc<j«l 

No. ««I a r t Saal l Median Larga vera l l 
tu tu 1250 12)1 t o 8*00 to*»e» 
tonnes 25t>Otonn«« and a t o w 

1 . l a e t a l l * U72.3& W C O O 3*75*00 1(^2*47 
©u oapa-
city 
CtotiiKMR) 

a. wnaatltjr 15?fe?6.*tt ft*>36o*«7 47431*.75 21(1726.76 
of aanii (13470.) U5ft&*.44») (14£t3V**7) (*4$69*46) 
crushed 
(tonnes} 

3 . mtantltjr *70457*96 326*0**4* 5S0932.&3 30*40.87 
»I ^agar (14544.19) (17184.28) U6?2*«&9) 1*6334.33) 
pr#daa#d 
i^**») 

4 . memmxy to.fet 11.13 11.0© i t . ' i i 

*ag« 

I t I t Qbviuua. tbat quai i t i t la* of eafM crashed and 

«t*^ar produced largly depended on toe in»ta i led ©apueity 

oi tto* «ttft«r faatort*** tfowairar. when «oftsi4«r«4 ©» p#r 

http://irVvrw.se
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un i t l n« ta i l ed capacity i !*«»•§ per 10© t a m e * of i ae ta * 

I l ea capacity) feasts, i t ia ©h»«r*®«i that haaaase of 

i n s u i f i o i e n t supply of aagaroaot to the large faaftorlea 

the j>ro<iuotion ©f Mtgar par 100 io»nea of i n * t a i l e d aaaa-

• l t y w*m r e l a t i v e l y law i n aaa« of large sagar faatar tca 

iuw, l i e of the faot that t h a i r i v a a w i y peraeatage was 

i«uite anaaaraglag* i n aaee of aaa l l sa$ar faator les also 

the product iou p#rf«r»a»o© was r e l a t i v e l y poori mainly 

due to i »s i t f f l o l «a t supply of sageraaae ana lav reaovery 

of sugar* Anang the th re t ttisse t roupe, ttia aaata* sugar 

factories* have ©sea e t e t r w d to he at advantage la r#ao©-> 

at o l aval i o b i l i t y mt swg arcane of bvtt«»r q u a l i t y * 

5.3 i^oaaniaa of .sisa In c»»shsratl.»e, Mag ar rhe to r i cs i 

the r e s t r a i n t on supply or ©«§*? to the faa tor iea 9 

i « r e l a t l o a to tha Ia« ta l la4 aapaelty* aught t o have 

i a f Itteaaaci tha j>«r un i t ooat o i proauotlo** of sugar t the 

s t ruc ture of t o t a l production oust , ana returns t o the 

sugar fac to r ies * th i s pa r t i eu la r point eoul«t he aatle 

aore el«ar by est imat ing per qu in ta l esr t of pratguotloa 

of sugar anii pur nmgmt faotory t o t a l eosts* t o t a l returns 

and not returns f r o * su&ar protiuetlen* 

a) f c r pa la ta l Cost af j*roite*tt.f o*t of mamr i 

*h«s t o t a l aostt of sugar produotioti ineion^a *so*t 

of sugar aanafaati ir^t exaise oaty anti *ttrfc®tiag expeus^s* 
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fb« l teawlse fwr i>»total oost of «*uHtf«attt*e of sugar 1B 

prcayniuU in ?«*M« 5*2 for ttu individual isl&e group* 

©I th«* co-operative wager fa«ttoi»ft««« 

iable 5.«- i F«r qu in ta l Govt of MiuHifaetturt of sugar 

« r • l t « a s of cost , , , „ U11L1. §lis# Eron»» 
Q&4SB&MMKtll&Hlf^KNiQ&&GI/F&& " W w w l(waai|l|MpW^lfr'*W***Jip*iBi*j|*ai| l 

,, r , _..*#** r a i l 
ho 

• l t « a s of cost 
S»aTl 
Ip tO 
1,250 
tonne* 

MeUluai 
1231 t o 
2,500 
tonnes 

i*arg«* 
2,500 
tonnes 
a»*£ atarva 

1 . Cost of sugar ­
cane 

109.3% 
•.60.79) 

144*17 
( 7 i . o o ) 

139.62 
(70 .97) 

l i t .41 
170.02) 

2 . ^lig&reana j j u r -
olm*>« tax 

§.4*» 12.67 
(6*23) 

11.is© 
ttuOO) 

I O . I S 
43.27) 

3 . ttarvaatlng, 
t r a n s p e r t lag 
i* o tb« r re I a t -

19*85 
(12*12) 

20.63 
(10.S6) 

21.36 
l i o . f e7 ) 

19*21 
(10 .00) 

4 . ^armJfactur in i 
15.63} 

10.91 
(5 .46 ) 

11.5% 
(5 .6? ) 

10 . 50 
( 5 . 5 0 ) 

5 . S a l a r i e s ana 6.17 
( 4 . 0 1 ) 

5.2$ 
(2 .60 ) 

4 * t a 
( S . i 4 ) 

5.39 
(2 .60 ) 

0 . lm j»al r« and 2.63 
(1*60) 

2.47 
( 1 . 8 2 ) 

1.74 
(O.fefa) 

1.9* 
( 1 . 5 0 ) 

7 . o t he r «*c»«e©» o.so 
( # . 5 6 ) 

1.05 
(0 .58 ) (0*05) 

1.13 
(0*59) 

e . ^apirtJUlat i on 
on Mutt f a n t a r ­
i ng a*««ts 

*».73 
i 4 . u ) 

5.67 
( 2 . 7 9 ) U* f i 2 ) 

5.34 
13.32) 

UlOUH QQbt Of 
nant t faetura 

163*70 803.07 
1100,00) (100 .00) 

196.7^ 
(100*00) 

192.19 
(100 .00) 

*,««* value o f 
by-proauct 

0.53 0.65 * *41 0 .93 

Net cost of 
aiaj iufaoture 

163.27 2©S£.42 195.35 191.26 

U,B, i i-'lgnn»i* in parentftaat** are pere«*0ta&*a to grosa 
oast of tta»«ffte*«ra* 
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A» repeal®*! fro® faola 5.2 tea p»r qu ia t a l g row 

©os* of manufacture of sugar worlt«<l out to &a« 198•19 a t 

the ov r ik i i levol and the se t ©ost of oaoufaotura eaata 

to m. l$t,Wb par quinta l* Itia g r o t s , a» Mill ®»f net 

eost af •aiMtfaatmm par quin ta l of sn^ar liowtwr f varied 

«o»*iii«raoiy av«r t&« »l«a« *ro«r*« iHt ^onii ««»t of 

B«»uiaotart: p«r qu in ta l of sugar workau out to ':*» i63 .70 t 

«#. aoiJ.0? aoa its, 190• 74 In ©«»« of »«wil t flcdiiMi am) 

larga etiger fao tor i«§ ( r a taao t I ta ly* ff» per Quintal a#t 

cost of aanufaeturo of stigar COM« t o ii». a63»27» ft»«S08«%8 

anu »•* 195.33 for Ike raapaetftf* aioa gt*mpe* 

taott&a tkofre figure* t*r©tt$ly ia<tiaat« that ttia 

per qu in ta l cost- of ffugar aanufaotura was r e l a t i v a l ? 

itIgit In oaa<* of atadttuu an*! large #ugar faet*>rta*« t t t» 

rat t ier d i f f i c u l t tt* ooue2a4a that ttwr* aat«t««l dteoao** 

namies yf «eal« in fug&r production. Locking to t&a l*ew-> 

wise eo«t of »u&ar manufacture, i t i s seem tteat tins pvr 

quinta l aoata on a.count of o l f f e r t a t it««*» atraaptifig 

paroaaao prloe of *u$mrotm»9 variatf within m narrow 

ra»ga. The «o»t on aoaount of purchase of (rufareana 

%tm m» iO^.31* l>er qu in ta l of wg»x for smell sittg&r 

fue tor lea j a t auainat m» i%%.17 until ;** iH^.&ia per 

-julmeU of sugar for the a@«littf» ami largo sugar f ao to r t aa t 

raapoativaly* Tills oi^ar ly intfiaatea tttat tfca ©wall 

fac tor ies were ao l t to k»cj> the oost of sugar manufacture 
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low oy paying r e l a t i v e l y l«#sor prloa to t i» sugarcane 

producers, ifn (tie other uattd I t ouuiu fet a«tra titat tho 

p«r quintal costs oi; acoount of aa ta r too ami. wagas, 

rtspairs and aaintetianea and depreciat ion aooliaao ooat&«» 

nuoualy as tbo oixc of the faotorloo laeroaiitd* ttovovor« 

tba tebare of to.***© ©oust* its tat; t o t a l eost of sugar 

aauufaotur* was r e l a t i v e l y very loir. Tna trloe tfiffa* 

renea 1» tbe purcUan-e price of ou&areatte therefforo9 lad 

to hlftlittjr ooot of aaitufacturo of ou&ar for too largo sugar 

f a c t o r i e s . 

In audit ion to tbe aoove ©out* tb« »mvar faotortoa 

warts required to pay nxeise duty and to tuaur ^xpondituro 

on aarfcotiog of uttittr. Table 5.3* therefore , preaeaia 

tbe cost of sugar «ituufaetur«9 mine duty and marketing 

«jii»«oiea p«*r %;•<total of sugar for a i l the throe «ia* 

grau|»» • 

faole 5.3 * Per quinta l Cost of ProNteetloa of imgar 
(latpoea) 

:>r. l toaa of ooot &im ^roupt uvara l l 
No. Small Medina Lar£« 

ttpto 1251 to S500 & 
t£§0 SSOG aoovo 
tonne* to»B#i 

1 , Het uo*t of 163 .2? 202«%tt 1 ? 5 . 3 3 W « «& 
Manufacture l*5«0?) lfcg.20) (*3.%3) U-3.15) 

g. Exoiue duty 26.S2 %2.27 j*, .oi 35.9% 
(13.65) 117.1&) \ i^ .3?J i ! 5 . 6 l ) 

3 . Marketing 0001 8.47 1«5* 2#Sfc 2.29 
U.20 (0.62) \i,m) t.1.83) 

total cost nf l?i.?6 2*6.83 257.00 2S9»*9 
productloo (100.00) (100*00) i100.00) (lOO.OO) 

am mmimm.w — iwnninwi wmm w mi f rnnn mimum m wmwn wi~"mnt -1-! mi mi' T I r1*) mi rn - i IT 'TTI ~*— r r ~rr r-rriirr-nr rrif "T "mi mr T~ "*i 'TH'-frwriiiT " T t T ' T 

N.y. t Fl&ura* in parouttie»<»« art? p«r«»nta£«« t<> too f a t a l 
cost of production of s-ugar. 



PER QUINTAL COST OF PRODUCTION OF SUGAR 



60 

I t coula bo revoaXed fr«*ta ttti» tab i t that at taa 

overa l l l a va l * itt# t o t a l ooM ©f proit^ation of sagar « M 

&s. S2>i«%9 §»«r q u i n t a l . I t worked out to a* . f f l # 9 6 f 

ua* 2*6.83 titi<* ft*. 237,00 p«Jr qu in ta l t&r tfea a m l l , 

awaiua ami large sugar f ae to r taa , ra taaet tve ly • AS seen 

e a r l i e r , the gap be'twtan ttia highest ami the lowest «o«t 

of tsanufaeturu per qu in ta l of sugar tra» lis* 59*15 among 

tae »i2« * roups. iUis gap vtdaas«i s t i l l f u r t he r to us, 

54.27 *b«» t»« to . a l aottt of production of sugar was t a ­

ken Into aae&uaft* fn« massa f o r #t*©ti wtunning of gap 

o^uld be est® in lbs exaia® duty paid by the sugar fa©~ 

t o r l c s . i t was repor t •4 ttoafc ttte «*©*«« doty paid by 

tbe »titiiu« and l*r&« attgar f a e i o r i e * waa itMisitalljr h igh , 

sinos am® of toe wtgar t ae t# r i # * belowglBfi to taass-

grau|>fe eoolii uot oataift reoats in axeise ototy staring the 

accounting year altnotigti tl*©tr s n t i t l f t s * * * f o r swan rabats 

was already ftselarstf* i f tfe« paranas* pr ise of sugar* 

oaae atiti tbe sxslas duty tied regained the «*««* f o r •*»# 

a l l the ait&ar f*t©t«ri®# tbss perhaps* the variation i n 

par qu in ta l oost of production of su: «r wOtt'M bava boon 

aar routed" t o g r a t e r ex tent . 

o) its:,, a m : rfjji^^Ei,,iiMlgliwX£mJJ^M 
^roduetiofl i 

**«r sugar fastor? ta lae of s*tgart aaawlat fur iag 

so*ts9 #2K©ii»© duty, aartcctiftg eostts ana ««t receipts 
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from sugar p r o b a t i o n are given t« tattle 5.4 for a l l 

the s ize gruaya ©f tin* KU or fac tor ies* 

fable 5.4 t Far Sugar Factory Ha* iteeaipt* fr«M Alegar 

i rocJuct ion 

(mijteea in l«Mi») 

s r . t 'ftrtleulare w _ v , u S l J f t ^ m t m . — — «****•* 
No* Snail Heaitaa tMrge 

Upte l .«51 tu 2,500 
l f 250 Si. 500 tonaee « 
toanea tonnes aoove 

Value of «ttg«r 3&5«£2 664.22 1547*14 746,09 
i31.16) (45.46) (48*42) l%©,50) 

Costs 

l.K«fiuraeturi»g 271*92 66 Lite 1617*©© 575*74 
cost 123.71) (34.64?) (33*66) 131.25) 

tt.fcjMiee duty 44.t*9 136*01 206.01* 108.20 
(3.61) (7*86) (6**9> C5*fe7) 

3.M«rfca*lag 4.22 5.03 15*«3 %.63 
•x^aouet 10.35) (0.26) (0.4?) tO.ite) 

t o t a l eoi»ft» 386*03 bOk.%2 125&.31 6fcE.57 
1^7*^7) (42.32) i3^*62) (37*40) 

Nat rece ip t* 36*39 59*90 6H*63 57*52 
frost «u§ar (3.89) (3.16) (8*60) (3.10) 
production 

N.B. **• t ;liiur«a i« pareiitueeee 1 mil eat a tfw value of 
sugar, t o t a l eua t t ant* «©t rece ip t s from sugar 
product lot* p«r 100 tonnes of i a« ta i led oapftoity. 

I t la o bee rati fro» the table that the per factory 

value of »ugar, eoete and net r ece ip t s fro* sugar procu* 

et ion saoveiS increasing trend over ting ei*c sKr»ttp»* Ween 
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viewed os per %&Q tonne* of in«t«l l«4 eapaafty feasia, 

i t i s tn>wovox, olworvati that avan though the l a t a ! value 

of nufcar pfc;r iO€> ton»«s of iamtallad oapaelty va« Iilfih#r 

in ca»» of large aa^ar factor**** tha »«* r«e#t f t* fro* 

sugar production, p t r too toafta* of InstailiMl oapaeity 

declined frosa s , 3.29 l&Kku to «s« 8. 10 lakiis an the 

sis® of sugar factory itteraaaatU tha siajor reason for 

Ib i s %fa#t of outtra«f the higher cost of stt&ftr production 

in case of l a rger sugar t a r t a r i c * r e s u l t tag Iron high 

price paist t o sugarcane &ro*#eir* ami high »3rei#«s fluty• 

a) t'er.. feH4ay raotory..' fot|a.I tea*?tplfnfothl 

ffoatf add Mat Profi t* t 

Apart from auger production ac t iv i ty* tins* t o t a l 

r«o«ipta of &u$ar f ac to r i e s a l so oo»prl#ed. of tl**? r«oa» 

ipta Jr<» other sources @» *r®il§ Similar ly t»«y toad to 

bear ov#r h«ad costs on account of »aa«g*?«#»t s taf f , in* 

t a res t* uanli-elsarges and ooisatsaion* provident fttnd and 

gra tui ty* rant* r a t e s and tax©** posta£««»tole§raai and 

s ta t ionary o*p4siisas* audit and lfcgal fees* general 

ox|)#»««st davclopswut rsh&ta nasi deprecia t ion on otti«r 

fUcati asse ts* -i'tat? d e t a i l s of p«r factory t o t a l receipt** 

t o t a l coat a and net prof i t* are prairantad la labia 5«5t 

5.u and 5.7, raapeottvaiy* for a i l ttou three a l a s group** 

( i ) Total lifroaipt* : 

At the overal l l « w l | t o t a l rece ip t* amounted t o 
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fable 5.5 * **«r 8«&ar Factory f a t a l ineetpta 

(iWpeaa in lakhs) 

MO. 
P a r t i e t t l a r e 

£*nall Wee tan 
Sip t o l9&51 t o 
M S ® ®#5O0 
toaaeS tonnes 

Lagge 
• 8§5O0 

tona^a 4 
above 

l i t e r a l 1 

Nat r « o e t p t s 
from suga r 
produet ion 

uftber m e a i p t e 

3^.39 
( 3 . 2 9 ) 

59.90 &ts»§s3 

ii.80) 
51.52 

( 3 . 1 0 ) 

1 . I n t e r e s t and 
d iv idend » 
reoeived 

0.&9 
( 0 . 0 5 ) 

1 *O0 
Co.os) 

6»<Mi 
( 0 . t 9 ) 

1.13 
( 0 . 1 * ) 

* • Miaeollaaeotis 
ineueaa ( 0 . 2 2 ) 

13.40 
( 0 . 7 0 ) 

16 .35 
(0 .51 ) 

9.9% 
( 0 . 5 5 ) 

i o t a i r e c e i p t s 7%.90 i l l .20 
(3 .50 ) 

69 .59 
( 3 . 7 4 ) 

ft.II* *«• Ftis«r*f» la pareiitiieeaa are on per 100 to&iteft of 
i n s t a l l ed aapaetty baeia . 

lie. 69*69 l«Ui» P«r ettnar fae tory . ftoe«« t o t a l reoalpta 

i«er«ai§ed from fin. 41.71? lakes to a*. 111.2* iakfea froa 

s a a i l to large vise grottpa. I t la f a r t a e r ab eved tha t 

th»- eoatr iaut iot i Matte by «©t r e tu rn t from aa«or produot 1 oa 

wa* m&i*it than 90 par aeat of the* t o t a l reat* ipta of t»« 

sugar f a c t o r i e s . Tise t u i a l reae ip ta warlt#d out to 

««. 3.5^ lakhs*, iia. 3.9% laiii*e ami fta. 3*5© lalitta p*r 100 

toti!t«a ol i na t a i l ed aapaaity of the aaa l l* «»tittt« att«I 

large sugar faoturiaa* reaaaet ival jr . 
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Table 5.§ t i-Vr Sugar Factory t o t a l Qtwfaflad Cot to 

(ittpaaa In lakhs) 

S r . Part imlwm _ . M j g I M , ^ , Wera l i 
»•• s i a l l MMIIMH Liurf* 

1,2^0 2,500 t®H»#it 4 
tonnes gonna* above 

1 . I i i tareat ft0»6& 38.55 %%•%& S9.32 

2 . iitulis chargefe ami 0,t% 0.1-: ®*3k Q,$2 

3 . s a l a r i e s m& d.Ofc o.a.? 9.6© 5,92 

%. Travell ing axpaa* 0.5? 0.99 1*16 0,87 
#eu a»<! att®a«» 
tieat fa«« 

5. frovloang fund 2.0? 3.%? %.i3 3.06 
tma g ra tu i ty 

t>, Jis*att r»te» e.3fc 0.47 O.fet ©•«*§ 
aud taxes 

? . l'o&taga, t*sl*fr*si 0.92 i»3% *̂%6 i.3% 
stid s ta t ionary 

t>. <*«*ii* a»a legal O.it 0.%3 0**1 0.%7 
f@00 

9. General «xp#»s«» 6.09* 

10. Davalapttaat* retoa* 3*31 
t© ana otiter 
provisions 

1 1 . tfepraolatlon 1.10 *.6? 5»*3 3»37 

f a t a l %i*30 7* .37 i0fc»8» 67.9** 
(3.5%) i 3 . « ) (3.%3) (3.09) 

• m a ir-iwtimrnir-T—firr-T— Tin —'T*—*-r—"TITT'mm'- i""* ir — — — —..•—— -•'.,-»-. - _ — ,, , . ,——.. n- m .mi .. -

h'.B *» Figures in g>ajr*mtto«»««J are as* p^r too to»n*» of 
i n s t a l l e d oapaaitjr tnisis . 

12.51 2%.5fc 1 3 . 3 * 

9»S!l 1%.36 9.OS 
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f a& le 5.7 I Per. Sugar f a c t o r y Net P r o f i t * 

(As.pe.aa i n inJths) 

i»r. P a r t i c u l a r * M a e uroapa i r t e r a l l 
Mo. Snail M#*Ii«» Large 

Wpte i f *
J 5 l t o a»500 

1,250 § f5©0 tonne* ft 
tonnes torn* c>8 a tov * 

1. to ta l receipts %1.?6 7*.90 111,21 69.59 
0#5*») O.m (3.50) 15.77) 

a . f a t a l eosti t * i « 5 0 7«»37 I0e .s6 67*96 
U.5%) 43.fel) t5.%3> (5.&9> 

3 . Net p r o f i t 0.26 2.53 2.35 l . & l 
40.02) ( 0 .13 ) C©.#7) ( 0 .0# ) 

N .8 . i » F i g a r o * ti» pare i i tbeee* are e» per 100 tonne* 

of I n s t a l l e d eapae l ty s a t i s . 

( i i ) f a t a l i*e«rhf<wt geste i 

<*« seen frost ta t t le 5 .» i toe I>er sugar f a c t o r y t o t a l 

oireraeaa ©a»t§» ino-reesed f r o a as . %1«5& l o k n * t o B®. 10fr«67 

lakhs ever t i t * e l s e groups. «,« the fea&i« o f per 100 

tonnes o f I n s t a l l e d aapaet ty t tbese * o * t * ®mu t o i ts. 3.5% 

la*0t» i i» ,3 . fc i la l t im and fi».3.%3 lafcn* t i t mm of * « j t U 9 

auUtuui «na l a r g e s i se gro>it$»8f r e s p e c t i v e l y . At the 

o v e r a l l l e v e l f the o*er*e*4 eoste trericaa' out t a 8t. l i7.94* 

lakbe pfer sugar f a c t o r y ana fti. 3.69 laJtiw per 100 tent ! * * 

o f i n s t a l l * * eepae t t y . 

aaottg toe d i f f e r e n t t teste of overhead t e s t e * 

l a t e r e s t t s a l a r i e s * wa^ea end o the r battel i t * of aanageasnt 

http://As.pe.aa
http://8t.li7.94*
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s t a f f and general tsxpeaaos war© taa aaa.Jor ttena the 

expenditure wtiiuii a i d act laetv«aa In tat? nmm fashion 

aa taa i ua ta l i ad capac i ty . Ifec la rger sugar fac to r ies 

were fouad to IN* tit advaataga i n de r i v ing «ea»«iil#s of 

scale in respect of ov«r»aa*i coata. 

( i i i ) Mat.. Prof i t * i 

fit# net p r o f i t s verted out to m, 0»m lakfta, 

fta* 2,53 laMas anil l is. 2.35 lakhs p#.r sugar fac tory and 

to m, 0.02 lukh», m9 0.13 l&klta aaii as. 0 ,0 , lakhs per 

100 tonnes* of t a s t a i l t d caducity la casus of s n a i l , modioli 

and large «i«« group® respec t ive ly . At tii© ove ra l l 

l eve l * tlia aet p r o f i t s vorked out to ]y», %pl lateaa par 

sugar factory aad to 'm» 0.0a' lantif per 100 tonae* of 

i ns ta l l ed capaci ty . 

On the wiiole i t nay &e eaid tuat ttiouj»te t i ie largo 

alaed augar faotor i«» could raa l iee the «©oawi«ii of 

scale a» iiiowti in tabic S.7 t ttta net p r o f i t a b i l i t y par 

100 tonnee of ins ta l led, capacity wa® ot>»vrv»ti to tea 

large ly Infiaoaaad ay ta© net returns dvr ivec Zrm sugar 

product ion, i t 1* aowavor t r a * taut mmitum so^ar f ac to ­

r ies der ived comparatively higher prof 1 fa pt>r IdO tonnes 

of i ns ta l l ed capacity m titey oottl«J get r e l a t i v e l y a l f ba r 

raoo ip t* fro® various a c t i v i t i e s otbor^&u&ar product ion. 
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$•* ft«tar**» to. scale In <^apa.rati»» Swgar raatar tea i 

f r o a the f®r«ia iag analys is . I t has tje«-n observed 

tbat the p r o f i t a b i l i t y of sugar factory taaraaaaiS wi th 

tiie increase la ta« l aa ta l l a i i capacity* Mawtwr* when 

ooneiiKrt:d on par 100 taaaaa of i a s ta l l ad ®a#a«ity baala* 

the awdttiM sugar fac tor ies nave been eeservad t© bo 

r e l a t i v e l y aera p ro f i t ab le fol lowed by larg« aad s stal l 

sugar f a c t o r i e s . 

The c r i t e r i a * of p r o f i t a b i l i t y per un i t of i a« ta ­

i l e d capacity i« aoMaver* a r«u&ti lacawuro fo r judging 

re la t i ve e f f i c iency of a i f f e r a a i eiseci sagar fac to r ies* 

Tats le aa becaust »«tablJUust«nt at ***«&ar fac to r ies ta 

a nl&aly cap i ta l ia teo* ive proposi t ion ana Us. i> t» v a r i ­

a b i l i t y ia t o t a l imreetaaat to r e l a t i on to sisse of ta«» 

sugar f a c t o r i e s , linuar tocse oireumstaaees* tat r e l a t i ve 

e f f i c iency af d i f f e ren t ulaed sagar fac to r ies could be 

Juti&tsu aa tne c r i t e r i o n of ra te of re turn aa eaa i ta l iavee* 

meats* The de ta i l s af ioveataant tn d i f f e r e n t cap i ta l 

easels arc* presented In Table 5*6 f a r ttic iad iv idaa l else 

groups• 

i t eouid aa revealed f ron the lab ia tt tat tnoagb. 

tue inveatacat l a ctlf Cereal cap i t a l asset* increased w i th 

ta# iaereasa In slae of tne augar f a c t o r i e s , tlia Used 

p ropor t i ona l i t y between tba iave*tae»t end tee ntm af 
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fable 5»fe » l*er m&ar Factory Capital inv©*tm«iit 

{mpm& in latent) 

Ho. 
Par t i cu la r* MM. I,gtfg. 

Small Medium Large 
upto 1.2S1 t# 2,500 
19£50 2.500 tonnes a 
tonne* tonii«8 above 

Over*!! 

I ) Lund 1,58 

I I ) Productive Asset* 

a) Builaiags 13.63 

b) Float & Machinery 135.46 

c) tlcirlo intitallatioo a.i*fc» 

<1) teator suiu-ly •*!»•«« 6.11 

€«) Kurte lupl intent* 0.JH 

i) Lab. apparatus 0 . 3 . 

g) Toole, t a c k l e s . is,99 
weigh bridge* and 
other aactiinary 

I I I ) J«o«-*pr©<iu©ttve Asstt* 
a) Initiaio** tti.ao 

b) Veblclea 3.0? 

0) Library boo its 0,0% 

oj Motiicul lostru««nt» 0.02 

e ) i)ea&-siocJi furt t l- 1.9% 
tur t c, otber* 

t) uomia 1 , % < I 

ft) L i v e s t o c k 0.03 

n) Lift i r r i g a t i o n 0 .3* 
edtteae & others 
f o i a i 217.66 

1.69 

35.9? 

6.02 

0.1.2 

0.06 

3.3^ 

3.%0 

o . i i 

1.03 

;.%> 

%I- .10 

1.%,5'f 

1.01 

5«frsi 

O . l l i 

1.53 

1.91 

2k, 16 30.33 22.%? 

*? .5 fe %ys»»Sb 2%0.3i 

7.65 19.72 10.01 

6 . 5 5 l«i.9i t o . b j 

0.75 J#b% 1.6% 

0 .63 O.S)J 0.6% 

b.fcb 1 *•.» *»*•* 10.19 

35.12 

7.68 

0.39 

0.05 

3. as 

3.54 

O.Ofe 

©.96 
3b7*96 665•%* 3%9.32 



-£I!Lsya/^ 
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the suga r faoftorl** van not observ«ii in toejor l ty of 

o a p l t a l «*•«*•• 

Too r a t * of r e t u r n on c a p i t a l ifrvaotttont hae 

t a e r t f o r o , be* n ttnti&atad t ak ing i n t o aeetiottt v a r l a o l a 

p r o p o r t i o n a l i t y ootvaan the p r o f i t s , c a p i t a l i a iw»t««a t 

aoa s i a e of the sugar f a c t o r i o o . As j son t ioma in the 

ooap ta r on Hethomology9 tho r a t o of retu.na baa been 

e s t i m a t e d by equa t ing p r e s e n t value of fwtura l^eoae flow 

witli t»« t o t a l c a p i t a l its vestment in s u a r f a c t o r ! * * 

us S U O M below t 

U * I ) 41 • t> | 4 # g^n 

wlnr^t c m t o t a l c a p i t a l ftavofttttant 

% 8 * A n n U a i i l J° 4 S E t t i £1®* Will Oft i» a»«tt»*«i tO to* 

ooae t aa t for ti*« e n t i r e protlt tetiv* l i f e 

per iod of l b * c a p i t a l a s JO jpiears, 15 yea r* 

and go jf&'&rt* 

i • ftie rat© of r e t u r n oti c a p i t a l investment 

*a$pr© ssetl in pe re© a t ago . 

fiie a§t i»at*«i rate® of r e t u r n s on c a p i t a l i u v e s t -

• * n t a re pre *e at *4 t& f a o l * 5*9 for ftiie irivttiitistal ef#o 

jgr^-upa* 

i t aouia fee rtveaittU f roa tbe f ab le t l tat a t too 

o v e r a l l l e v e l , to-*? r a t e of r e t u r n on c a p i t a l litvoetiacat 

http://retu.na
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fal>i«» 5.v> f Mte o f mtutn on C a p i t a l Invt s t a t n t i n 

*NLff*ront St*# Groups of €o«oper f t t i v * s « | » 

Faet©r i#»« 

Sr« & i *# To ta l Annual Ptir©«mt»g« r a t # of Marlc#t 
No. .group o a p i t * ! tneoae r e t u r n f o r t t ie pro*. r n t « o f 

inv«?u*« f l o w a u c t i v e l i f t p # r i « i i n t e r e s t 
•tent ( ^ . i n of c a p i t a l inve»t«> 
i w , i n l a k h * ) went at 
lakhs) «T *iy——-^«--

jreara y&ara yea r * 

1 . im&ll Ei?*te6 33.50 6«6t> 1ft # f& i%.55 8 
* i * e 

SU W«<iia» 367. m 5fe.2i 9.33 13.55 U . s f t 8 
*iaa> 

3 . i*ar*a 665 • * ! « » 6 6 4 .00 9 . - 0 10.60 8 
• i a « 

Ove ra l l 3%9.32 50 . *$ 6.2fe 11.65 13.75 8 

worsted out t o 6.2.fe p«r oeo t t l i « 6 5 p*r ©*«t md 13.75 

par e«ot l o r ta# pnwiuat iva l t f « p#rio<I of c a p i t a l i « f » » 

s ta«nt assuntefi a t 10, 15 ®»ti BO y a a r a , reapaet I t a l y * Hie 

e&tiauttait r a t e of a v i u m on ttapltftl tnveataet t t axeaactal 

the auurket r u l e of i n t e r e s t (wteicni t * ayauawil i@ te i t i 

per eant a t ttt« t ime of #i»t«%itti*Jtent o f ssu jor i ty of the 

oo^aperf t t ive angar f a c t o r ! e n ) on ly f o r tn® p rodae t tve 

l i f e p«r iod o f c a p i t a l iov»» t»ent a t 15 «na 20 j?«ar»» 

Looking to tit# * i « > group**!** e s t i i M i e ^ ra tes of 

i w t u r a i o« «« i» l t« l inveataei i t i t was ofeaerfed t a u t than* 
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returns were maximum f o r laeulues trise group and tU<; saini-

atua l o r tti« small m%m% group of sugar fae to r i«« # d@stdk*», 

til© rat«s of re turn on cap i t a l Inv<5Slatent «3t«#«d«d t o * 

«ark« t rate ©f In teract f o r a i l the tbr«» product if9 per­

iods in case of a u U an<i aetiiuia Kugar fae tur ie*« In 

cast* of large augur f a o t o r t t * lio%rov«r» tii« eap i ta l inv#»» 

ttseat lies been obaorvvd to be p ro f i t ab le oaly wijen tbe 

productive l i f # period of c a p i t a l i turn nita© at resaitiad 15 

year a and above. 

5.5 i*rof l i a b i l i t y FoMutftal aiad ,JProblest. of .^wter-

u t i 1 ia at ion of .,!»»t at 1»4 Capaoi ty I 

On the basis of t in analysis a*t#»|)>i«d no f a r , i t 

s»ay be ciiuCludaa that tti«r« axistad aeoitoMi*:* of sea l* a* 

the nia© of an awr&ne #u&*r factory i*tor<§a»#*t I ron mall 

t o amdittM »lae group* At t i i« ma*© tlaw then- existed 

di»aeofio«sio« (if seal® i« ©a»*i of larg,« au^ar f a e t o r t t t * 

fhe adonoatioa of scale its fac t depends d i n e t i y on th«r 

a b i l i t y of tot* ««4«r fac to r t t® In »afti»t fM t l « r u t i l i s a ­

t i o n of l a s t a i l e d tf&uaeity. i n order to ttadorotoad th i s 

re la t ionsh ip in i t ; - r i gh t percept ive, an attatttat l» sad** 

t o aat inata ttt« extent at » t i l l * a t f O f t of I ns ta l l ed 

capaci ty, the breo.k-«wn point ami the p r o f i t a b i l i t y 

po ten t ia l of a i l tiie l i tres ®t%® groups of the s»t,ar 

f a c t o r i e s . 
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5.5.1 t|t.»,Ug«ti<?ii of Zm%*U?$ Cppyoite 1 

Tb* dit&tlb of u t i l i z a t i o n of iastalUttf eapaet t to* 

of the co-opt r a t ivo mgmr f c tur tee fc»loatift£ to d l f f e ­

re ot aiae group* «jpe» th<ir®for#» pr«is«i*t«fl in ?ai»l« 5,10« 

fable 3.10 t (t 'artloulais of Cftpaoity Util&Sfttioa in 

Different Si««§ Group* of &Q»*oiM*rativ* Sttgur 

Factor ies 

&r. Part icular* 
Mo. 

Sii 
WWW.iU.lW 1 ' ^ l l t f U l l IJIMIII 

'Ujpto 
1,250 
to»ti#s* 

teaitt: 
££» 

Bt4luBs Larg* 
1,251 t » 2,500 
U9$Q0 tonne* & 
$011.1101 a)>ove 

Overa l l 

1 . 

2 . 

3 . 

5. 

Ins t a l l ed oftna* ll?2.3fe 1900.0© 317S.OO 18%8,5? 
city ia«trio 
tonnes) 

Total can* ofii* 
anad in i'otio* 
»#tri© tonnes) 

Actual crushing 

a ays 

157»fe£ 290.37 W . 3 2 270,73 

150,95 *69.%9 800.75 167.79 

Cant cruafeaaVtaay 10%5«&9 171,3.1« S3&8.73 16l3.<§9 

Paroaataga a t i l l - §9.21 90«lfc 7%.%i &7.5S 
zat lot) of t n a t a -
i i e i oapaoity 

I t cuuld be oaaarvao' froa ttw? table tit at a!though 

the average in s t a l l ed e&imoity of tne au^ar fac tor i** 

watt 1172*3* tonae** 1900.00 tonne* ma 3175.00 tonnea per 

tiay in aaau of vaa l l , aadlua ana large *i*e group** the 

http://WWW.iU.lW


n 

actual quanti ty of cane crushed wan 10*9*$9 t»wt#* t 

I7i3«lt> t«tt»©« aitii 2362,73 t®o«e§ per Aay re»f«?-etiv#ly. 

That Kcunfc to« average su^ar fnotorie* in§ longing t o s o a l i , 

ffitsdiusa ana large @i&® groups K#r« aoit- to uti l ises &9.21 

per c u t , >0.i. par mat and 74*41 p«r ««at of the I n s t a l l ­

ed capacity* respect ively* I t a ay ttofe reform tei concluded 

thai the a b i l i t y of the aaediuia iugitr f*iot<*ri#it itt d e r i v ­

ing ecottostias of seal© largely a>ptitKi«<i au relatively 

High u t i l i s a t i o n of i n s t a l l ed capacity* 

I t i s however, t m a that the enttbtftg period of 

the sugar faa tor ia* extended front 150 <i«y* to §OCI daye 

over toe »i*e groups. Tae pic ture of capacity u t i l i -

zat loa could have beta d i f ferent if tit** crushing period 

in a i l the s iae group® had regained the mane* ?.« the 

eoatraryv tli« •xteoded oruaainn p^ri©*! of large augar 

f ac to r i e s al&ht hav# tiiute©««»«.rily added to taercaaed 

cost® on account of several it«s«» having close r e l a t ion* 

ship with ta© eru^lilng period* 

At toe overal l l e v e l , the u t i l i s a t i o n of ii*?§tali#d 

oapaoity was 67.5* par east during the year* 

iUfc problem of undent t i l i a a t ion of i n s t a l l ed aapa«» 

ci ty i s itt fact of c ran ia l importance la determining 

prof i t a b i l i t y of toe uugmr f a c t o r i e s . In view of t i t le , 

the da ta on prof l i t (P)» i n s t a l l ed capacity (C) and 
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&%rmmtmgm ufclliz t ion of l a s t a l l e d capacity {Cu) 

*»©r# procebbou to • • t l a « t * l inea r prof i t function l o r 

a i l the sugar faotoriaa* fit® empirical Itnitar p rof i t 

function was iiatia«teU &u 

» • •393%*92«7e' • lt*fe7.09 • %S2«i <* 
1314.39) U379U89) 

ft2 • 0.7t6% 

Tfce tmtu af slgniflomtiea of tit« coeff ic ient 

est imates mra given in Appendix i . 

Oa the basis of the «»tt®*itecl rftlatltmftitip9 I t 

app«ar» that p r o f i t a b i l i t y cif sugar f ac to r i e s In Infl t i-

«ao«4 gr«atly by percentage u t i l i s a t i o n of i n s t a l l e d 

capaci ty . 

5«5»ii tfr«ait->^v«u Analyst Is t 

fb# »r©aa-«ir#B analysis baa been atta*pt««t to 

e s t i a a t e tbe ailniaiMw ^ttantity of m$i®r required to be 

aanuf acturtui and the ©IWISUH quant i ty of sugarcane 

required to be ©rushed each that the »t%»r f&atory 

could ae igbt«r wiat«ia any 1@§« at the sime tlate aat 

Make any prof i t* fable 3 .H prenanta the en i laa ted 

quan t i t i e s of sugar t o be produced a»*i 8»^ar«ao« to 

be crushed .for l>reas«l»g»eveii for a l l tto« thre* aim 

&r&upm aiongwith m%mir*i& number of erusftltig:. 4ay$ at 

ex i s t ing capacity u t i l i s a t i o n ana fu l l capacity a t H i * 
»at ion lt>vt is« 
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m 
I t ooulu be observed flint to* ^panties at eager 

t o e© Maniifaetured and su^arcane t o »© ©r»»it€d fur break-

tag-even were tourer than t M actual <tyi«nttttoft ©f stif«r 

Manufactured mul sugereiuie owetted* However* till* d i f f e ­

rence wae of lower ©rdtir. 

As s ta ted abov*;» there was not smelt d i f fereaee 

between ftie actual quanti ty of su^ar aanuiacturetl end 

the quanti ty of sugar r e w i r e d t o IK predueeii for torealt-

in&~ev#n. ?t*# l imited ftuaptiee at «*%are«i*ie t e tile 

f ac to r i e s was the prism reeeati f a r t i t is Kittiatteit* In 

fact a l l tiie e iee gruupt* ol sugar faotor iea beve get 

IBUCU higher p r o f i t a b i l i t y p o t e n t i a l s , Table §# ig jure-

seat* per nu&ar factory p r o f i t a b i l i t y pe t ea t i a l e of i n d i ­

vidual sisse groupu .terv the p r o f i t a b i l i t y po ten t ia te 

a&v«* been ee t iva tad on tbe astiuaiptiwriis tha t au f f i e t e s t 

supply of aufntn^ae i s possible for running the vuger 

f ac to r i e s at f u l l capacity u t i l i s a t i o n level for the 

prevai l ing erasiiiag period end tae ©Jti«tiafe cost s t r u e -

ture and pr ices reamta the sitae* 

Ike per factory p r o f i t a b i l i t y po ten t ia l* have been 

estissat#d at Ms. 6.3& takae, oe, i o . i o laitim an- tt«a%0«85 

laitbs as against ex is t ing p ro f i t s of be, 0.2i> latitat, 

ue«2#54 laktos aa4 lis* £*3* taithe iti eaa*? of ©sai l , ©ediuaj 

as 
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and la**t« awgar f«*«rt©rt#» t r * *pae t i * e ; i y * feltta aiwparetl 

on per 100 ton sua of i »8 taA l#d capac i t y ©aula. I t f « 

observe,a that th< l * t g « «t*»*t aagar f a a t o r l a a have got 

r e l a t i v e l y fciajt p r o f i t a b i l i t y . po ten t i a l then tha t of 

s m a l l and tM«j.Jwfl» t s i se i sugar f a c t o r ! ® a * 

5*5* * ^« r .aect#jr». s»||.ar F rodao t lo i i i 

I n o rder to a c t i v a t e tii® e f f i c i e n c y o f sugar 

f a c t o r y , ait a t t a a p t t » ®adc« t o aa lou ia t© sapur p rosin© t ton 

per haotars of l a n d , f a o l a 5** 3 oreaenta prwtiuetloft o f 

sugar per beetara of 1mm. 

i a u i e 5 # i 3 t **«r Ueetara &ugar Fro ta io t loa l i t O i f fe r fce t 

$ lsa C*roopa o f Co*»oper&tlv* Sogar F a c t o r i e s 

i»r* P a r t t e u l a r a Sfaa t roopa : erne r a i l 
Ho* Saai ' l '""' Maaiutt ""iarga* 

f p t o i f g § l t o 2,500 
1,2^0 2,500 tonne* a 
tonnes tooni is ateova 

1 . Par toeotar® y to l i t »6*%$ 80.00 ?fc*53 ?2*05 
o f «ttgaroaoa(toait«a> 

2. Avemga reoowry 10*61 11*13 11*00 10*96 
pare**** tags 

3. Par bootara pro<ta*> 71*63 1*9*02 fc3*6l? ?f**0 
etloa of su&«r 
(quintals) 

— • » » • » i — ——— »«•—•»—«M«rmiTii» « » • ii—rtii »u nin Kl'linnil iinim til "ml — III ml' -••['-"• •**• 'f "- •.—»m—»*».- r**-t— -—•——' 

Too f i g u r e s preseatad to tint tatela t»41eata t h a t 

ttediuja tavtorlea Uav« tsatittf «etu.re«" n«Jti»tia «i t tant l ty 

o f su^ar par beat are them s w a l l aiHl la rge ottaa* fba 
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protiuotivity of ast&aroaita an*, too mn&mxp j*a**aata§a 

wara |Uite encouraging I s ease ol taa medium suger 

f a c t o r i e s . 

5«t> ^ l |^ lffillft|< |Ji..Ji,,.,ai l,l«g, ! ^im.ftln,,SfMMHU£gSlatt * 

i:.vantlMHHgu taa largo aagar faator taa s a w got 

iilgik p r o f i t a b i l i t y potaa t i«I* tbe same aoald »o$ be 

nama-snotl lor want of «»f*i©4«jit aappljr of aagaraaaa 

to too faotorloa* Similarly9 wneit ooiy &«all ©jm 

ateUiua aia® groups* «r# co«a|0«r«Kif i t eotUti IK* «a«m that 

thtsre ex i s t* «oonoa^aa ol aoala in producttoo* tto© 

mtuiiusa sisse grotto feowavert rattge* oatwa^n S.251 to 2,500 

tonnes of install**! capacity par day ajt«I. tlseref©**, 

©vary sugar factory f a l l i a g In t h i t a lso group ©aa-wot 

be oojiBt4ii?ro«l aa tfea ana having option* aapaoity* Uociar 

taaae eftreaw»taaa«« i t M&mmm iaparat lva on flit part 

of tho raaaarcbor to ttvtemlm tlta aoat of>t taunt aapaeity 

of toe su&ar fac tory , fau option* eapao&ty of wu^r 

factory couM b® detatwiaud on tat? feast* ol aefeavtour 

of operating costs r e l e t i w to in s t a l l ed capacity of 

tae sugar iaotor laa* Aaeordiaglyt two operation cost 

fuaatioaa taava ©ae« aa t iaa tad oo tna aaaia of tba data 

oa av*?ra§© t o t a l ©oat (Al'C) a#r quinta l of augar, ave­

rage var iab le cost |AVCJ p«tr quintal of fingar ami lncta*» 

l ied capacity of tit« augar factory i f ) . 
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mm the avaraga t o t a l ooat and avaraga var taala 

com mm m&r*3»m*k r«»f*#otliP«ljr# on the ins t i l l e d capacity 

the following a sp t r t e a l r e l a t i ons wart? aatataed* 

Ate m uw.m • o.oioo§3 f * o.oo©0©3%6? t2 

iO.003052) C0.00©0006§> 
Iif * 0.?6g? 

AVC » lUtf^Oli - 0*010%% f • 0.00000 t2 

(0.002357) (0.000000511%) 
&B • 0.8%00 

fa* values i» taa parantliaaca ivareaeat atandartl 

erroru of tna ©o-»ffiaieat «#t l«nt»u. the t e s t s of 

aigBifioaaaa of taa eaaff ia l«at flirt tiiataa are pr£««atad 

la Appendix 11 . tiota tb€ <$3tiftat@4 ralai iaaaaipi i Uave 

aaea iuund to »« s t a t i s t i c a l l y *i£nif leant v i t a taiga 

value® of aoeff la tent oi MUtlpla dotaraia&tiaa ( f t ) • 

ijr staking ua« of the ee t i*a tad relatiofuUiips, tbe 

A'i'C and AVC aavt> a«#o worked out at d i f fer* at lavala 

of Ins t a l l ed o«§*«ottj? **l the aagar fac tor ies nod the 

ss«ime «r© praaeatad In 'faola $•!%• 

0» the fcaafta a t tile «»tiii&t<Nl value: of A?C and 

AVC t t la oaaanrad that aotii Ate and AVC f i r s t l y da* 

eraaaa and than itior«<i4*« i*itto laat&ilad ©«§»«#4*y. fba 

wiulaaa aoat poiata appear a t 1%35 taaaae lafeg t©n»*ts 

of l a a t a l l ad eapaoity par day# resp«i»ativ«lyt for the 

AIC aad AVC oaat ourvee. 
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tab le 5.14 « i*«t tauten p t r imtnta l AW and A?C ©f 

Sugar ?ro4tt«tlon at O i f fe raa f Aovata of 

I f ta ia l lor i Capacity 

I n s t a i l e d 
Capacity 

aj» ate « * «H» aa> a * 4«M * • 

AfC 

^ "Oft 4HM Mfe M V a f e ^ t t 4Ma a a 

l « c 

$00 242.0b 8&*«6& 

1,000 ^3».#6 « ' i j . i O 

1.455 23fe.f5 — 

1,4612 — sife-.is 

1,500 £3te.£6 g i& . l 9 

2,000 2*0.00 t l9«22 

2,300 2 ^ . 7 * nai.^3 

3,000 847•&& &S*»40 

3,500 i53.5« 23M.63 

4,000 261.50 240 *68 

4,500 271.21 250.37 

5,000 262.b5 mt mm 

5.7 U«a»on» f o r Uat favafmaaUon of l » » t a l I M . . j ^ J i i l t l * . 

of tita sugar Pacftor,,*,*,* * 

I t Baa already been aaaamratt that feaaoaaa of 

l l a t t a t t o a on tb«t aiipoljr of »t*g«ir«aiia, tire l a r f * »iigar 

f a c t o r ! * * nad to faee the j>r»t>lM of aaaarutf t l isat taa 

of ins ta l l ed casualty resu l t ing into diaseoaoaios of 

large scale sugar product ton. An attempt I tiwvvlore 

S7 



E S T I M A T E D PER QUINTAL. A T C AMP AVC OF SUftftR 

PRODUCTION AT DjFFE'RB-N-r L.E.VEI-S OF XMSTALLED 

c_APAcrry 



made to invest igate amm of toe r#a»oii* for under-

U t i l i s a t i o n o l i o * t « l l « t i oaoaolty on the basis of tb* 

avai lable data* Tk«a« r««i#©a# could BO found l a f o r 

•agar factory attasar e l share holders, mm® aaaar 

•egaraaaa and ojumtity: of aagaivaaa aapp&iaa by tho 

stiure aolaara aau aaa«al>ara aolaara and oroauativlt jr 

of aagaitMUMi in re 1 i t ion to tit© lf}*tai i#«i capacity of 

the m%mr faoftorlaa* laaaa f igoroa are preaeatad In 

faoio $*i$ f o r a l l taa thro© » i * e gmrnpat* 

i'hc f igures given in table 5.15 in reapaai of 

the nttaoer of snare holders, a w n aadar atigairaaae and 

quant i ty of sugarcane* 8upi»lieti our «»g.iir fnotorf «fi«l 

per 100 tonnes of ins ta l iod capacity e l a o r l f duplet 

that iae supply of sugarcane to tito assail m4 large 

aa&ar faotortea was r e l a t i v e l y low o#e<Mi«e of l i m i t a ­

t ions on tlta urea under sugarcane aad aaiifewr of sugar* 

can* prodaoara in r v l a t i o a to ta# product toa aapaai t iaa 

of tlie au&ar fffactories, 

aesitiUs to i f i , product i v i t y of aagara&ae wae 

oaotaer import ant f ac to r H a t t i n g tae «MTOI|F of tugar-

©aae to toe augur * a a t a r i e a f tboroip aaaa&ag aaoovat i * 

l i x n t i o o of ift#t*tAl<«a capacity ana l a * p r o f i t a b i l i t y 

frosa sugar product too, the product iv i ty of eagaroaaa 

ranged between 60 tonnes find 70 tonnes per Jit tar©. 
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the low«at anil ttl« Hlgttofitt boin t ) id the 0por*tioa»Jl 

area* of tfc* vsMStll una tiwdtwa sugar fn©t®rJ.»8f r«*twr#-

t i w l y . tint product iv i ty of ougareoii* i« ob««rv»4 

to be r e l a t i v e l y low in Qtmm of «o«~Khar© feeiitorft* 

ttio low orodftottvity of nugsroant tut* iva l t j r 

DOOOMO a s#riott# §»robl«* in acquiring « t t f f l e lea t 

quantity of su&arsaao* fi»#m*i« of l l a i t f t t ioa l i on 

©ereagon under ttt&ftroaji* ami !«*»» poss ib i l i t y of 

inoroosing the sane tn »«ar future tltio to U n i t e d 

I r r i g a t i o n supply, the only «l i®r*t»* i¥« to foeroaoo 

the supply of i§tigitr«ao# to the ottgar f ac-torte* i s to 

bo found In l»@r«4Mf«<i 5>rouuctlvity of s*U aretne* 



 
 
 
 
 
 
 
 

 



CHAPTER VI 
SUMMARY AND CONCLUSIONS 



tbm India augur industry hm mad ti^twsndou* pro* 

gr«ss s i not iwl*i ;*»»«*< no* . A i&rg«s attaiiwir oi j o i n t * 

•s tock aau eo-op«mti»» sugwr f *« to r i e» fc«v* IMPCR ©«t-

aolittltoti lt» *ario*i# »tat«w. In th y««r i9?5">76* ttie 

Inuittn sugar laaiu;lsy aa«i iutf«r U» f o l d 25$ sugar 

f a c t o r i e s . "Hit •statelislNraat of large number of co­

operat ive su^ar faetor i«* i has oa&oled too country not 

only • « l f « t a f f t c ien t i n sugar out also a «#t #Jtport#r 

of U M cosuaodity, 

Aaofig tfat? variutt« sagar orotfootog s ta tes , 

rtaOar&slitra ooettpioa an tmttpi® pos i t ion tet»©sattset r«l#» 

t i v e l y , a large <|Uf*»tity of stt&ar i » protitieog l*y the 

QO**dp*rattv« sugar f a e t o r i n s , tturtnft *S>7S*76» of tfea 

55 m i t t r f a o t o r l o , %$ woro In tfe« o o - o ^ r a t i v * sector . 

ibeHv aogar fao io r ioa b«v« got d i f f a ra i t t ©rtt#lii»$ oapa-

e i t i o * rangiag frost oOO toona* t o !>Ouo tmmm of fiugiur* 

oaot; a day. 

iiie v a r i a t i o n In the entsi i ing eapatoitlo* of ao» 

operative sugar faetor laa to MaJstaraabtra aaa got « ign i~ 

f l ean t economic importance. Heentise of many r«»©a» t 

the co-Operative ottgar taduet iy in Mafearaaittra wttnaataa 

SUMMARY AND CONCLUSIONS 

CHAPTER VI 



n 
both economics mail tUetcanoiaiefi of tteitle, 1» view of 

the faat t i iat the ntfco of tbe «o»op«f»tftv» sugar f o o t a -

r i e * var ies otwsitit rabiy emi tfeere exists eeeoonlee cut 

we l l as £i»eenii#»ie« of eeal«( f I t is tap® re t t w to 

detertatite «a j ; i r lcnHy the taoet optimum • !%• of the 

eager factory wit l i io thti framework of the isxfstttlg 

s i t u a t i o n . An otteaot we* there fore , aeits to study fit 

d e t a i l the *eeooo»ie* of atse oau rctontoto scale to 

©©•©fjerattir® eager fee tor tee to Maftarasl.it ro &t« t t *« 

ftte fol lowing went the major eo jeet ive* of too 

study t -

( i ) fo eeti t tate costs, re turn* mad net re turn* 

from *»§ar production to d i f f e r e n t * i « * roups. 

U ) to oetenalo© r s l a t i v e e f f ic iency of d i f f e r e n t 

nine group*. 

(3> to determine optinun eaoaotty f o r the co­

operative eager faot or ion* 

1%) To ee t ine te «*tent of ondexiitiMLnntieJi of 

l o s t e l l e d o<n>ncity, and 

( 5 ) To f ind out rennottn for t iadnrnti l tnntieft of 

i n s t a l l e d capacity of eo*»»erativ» -soger 

factor tcK. 

http://Maftarasl.it


ffea study wm based oa tb« date ob*talo«d fros 

tit* annual reports *>f the oo -uperat iw §*§g«r faetwrt«s 

far tbe jr««r 197>»7% **»« J974-75* l» Ail 3§ co~op-

erativt su^ar f a o t o i i o a , wbiuh w#r# tn pnwuct lon dur~ 

lug tbfc iitriou uaaer reft r«nce, were s«t®ei#<l for tb* 

study. Tfe*»e sugiyr f*iei©ri#» were syrê i£»©& into three 

s i s i group* - staell , »«<lftti» ana large * i|g» funding upon 

the crusiUnfes capacity Uj»to 12!>0 tejMMMf tMrtweiH 12^1 

anil 2300 tottuea mad «i»<»v« 2*»00 tonnes a day, r e s p e s ­

t iva l y . fb» aitnuoi av«r«&* of d i f fer*** n«§»«©t« ©f 

»tt£,*ur product i.e*i were ««* tainted from tu# pooled data 

of tu« two y0*r»« 

Su«i»ary of tlbe. r iaUiags t 

fb« f indings ol the study have toon Humeri xe«l 

aft below t 

( I ) Tao qiuuttitftee of ewgarofttie erufiiiefi imil eager 

liredttoed by the f a c t o r i e s large ly «*§*otMteil m tae i n -

e t e i l e d eapeeltjr* However* vlMft cun^ta-retj on per unit 

i«stalJl«tl mpmitp U»« .» per 100 loan*s oi i n s t a l l e d 

capaci ty) toale* t t WAS atoertod taut ween**** of tfi»H-

f f i a i e a t auppljr ot nugarenae t o tip? i*rg« fa«tortea 9 

the product ion of augur per 10*} ftoaaee of l a e t a l l a * 

o p a c i t y was r e l a t i v e l y low in «aa« of tae ierga 

f a c t o r i e s itispllft of tae f ee t that t h e i r reaovety 

peroettta&e wa» nulte encouraging. 

95 
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(2) fha net •oat m mmutmtmm »#r ««ia««l a* sttgar 

*orfc««t ©at t o Ha. 163.27, »»• g02.%i ami !i»# i»S#33 

in o«st of smal l , sodium anil large fae to r l« f» r*«p«+» 

t i v c i y . A f t e r aUviing tit« «arota« duty unci a»ri*#tl i tg 

oust to tii.# oat ©oat of attgajr manufacture, she t o t a l 

cost of production waft •att«ato<i m m, 1 f t . 9 $ t Ra«8%6»83 

and l is , 237*60 p«r qu la ta l of *»gar, r«af»«>otiv<»]jrv l a 

cast? of isatall, arediu&j *wt*j largo fae tor t«a # 

(3) * roes 4U« ttetttriao ao i t of production of i« { ;ar 

t t wea oBa«rva4 tt tat ( i ) ttt« p r l e t p«4it f o r sttgreaae by 

tUf ana l l tact uric* was* r e l a t i v e l y law us aoagiarati w i th 

that paid by the la rger ©«•»„ ana ( I t ) tmc exotse ttuty 

ptUti by th« large fac to r ies was utuiuuaily fcigfe since 

*©tt« of tb# fact or tat- belonging t o tbese nissi* ; rou^s 

could not obtain r*feete In exetae duty dttrtit& the period 

4tltHott£ii tiiey vera on t i t ed t o eu«h rebata, Mart the 

augnrotiot purofeitae pr ice and axetae duty r&m&Uivti the 

satao f o r a l l the f a c t o r i e s , tbe var ia t ions in per 

%utotal oast of pro- uution would pt»rfe*pe itave been 

itarrowei t o a greater extent* 

{*t} fa® par sugar factory costs , returns and net 

returns fro® sugar t»ro«tit@tAo*i revealed tnat #v#ti tftongb 

t o t a l returoa f roe sugar product too per 100 tooaea of l a s -

t a i l e d ©ttpaotty war* higher In Medina and large aiaatel sugar 

f ac to r i es * the net returns f roa sugar product ica 
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p«r 100 tonnes of I n s t a l l e d capacity d e l i n e r t fro* 

**• 3.87 lakhs to tte. t » 7 i lakhs «* the »i*o of sugar 

f ac to r i e s i»er««»#*§» 

(5> After <te<tti«itiag t o t a l costs trim tin t o t a l r*» 

ctiijitw of tao uu&ar fuetortiMi, the not p r o f i t s worktd 

out to H»« 0.20 JLikliu, mm i;.53 letibfi f<n4 lis* 2.35 

lakh* p«r ougojr factory, tutti §», 0#©i lakha, lis* 0.13 

iakufc unci lift, 0*0? iOJfcli* i>' r IPO toaaos of i s o t a l M 

oaj»aeity» rosjpoottvtsiyt in o*s« of ftsioJ.lt ftoUitta and 

largo sugar faetorioo* Too «o<iiti*j fa©t»ri®» derived 

«o»$iarativ«ijf iiigh«r # ro f i t s per 100 tottaeo of inula?-

l i ed capacity a,% t^«y wore able to rt-eiaze as/^itiooal 

tncom trim v«r4on» a o t i v i t i o o otfcer ttkan sagor 

production. 

(6) tac* ra te of re torn oa cap i t a l iaveot&ettt woo 

ooaporativoly aigit in •otfiuat ottgar fac tor ies* In 

oast? of largo tiogar f ac to r i e s tfao cap i t a l invrutmont 

h&M toatm obsorvoit to lie p rof i tab le only trtw»» too pro* 

Uuotlve l i f e poriod of cap i ta l iavootoeat r tanlaod 

i 5 years aaa aoov*. 

(7) fao u t i l i s a t i o n of i n s t a l l ed oApaelty was e s t i ­

mate «i as biy.^1 per oent , K).l^ p«r ®e»t «»*t Jk.hl per 

CM ax, in e«aJ l , auuiuin aau largo sugar fa«torftoo» r«o-

»>» ct ivi i iy . i ieiat iv^ly iov u t i l i /<- t iuu of tostollod 

http://ftsioJ.lt


•aoaei ty tree observed t o »e tiie teste ORUSP Cor lew 

p r o f i t a b i l i t y ana low m t « of i-etura on c a p i t a l Invent* 

•ea t to east of large f a a t o r i e t * 

{&) f r o a 4b« l»r#«M«»e:v#a analysts I t was olMi^rwNI 

that tiie actual ejuaatiaiee of eagarcaite crushed and 

sugar- nrodtteei w«r# q u i t * n«mr«r to ttioee required f o r 

are3Jciag~evea ia ©a»# of »m&ll f a o t e H k e * 

( 9 ) fae p r o f i t a o i i i t y po ten t ia l at f a l l a t i l i a a t t o a 

of i a s t a i l e d capacity were esttai i ted a t lie* l>*36 lakhs, 

«y. 10.iO lakhs ajsti l is, 40* 85 lakhs p«*r eager faato iy 

and . 8 . 0.5k lakhe, m* 0 .5^ lakhs aad its* 1*13 lakhs 

j>er 100 toaaee of install®®* capacity, reepeot iva l r t to 

eae# Of s a a i l f meatus and large eager f e e t a r t e * • 

(10) ua toe oat is of the operating coat funct ions, 

the mintwarn cost palate have be«m d Ivrmino ®% S*55 

tonnes ana 1%©2 toaaee of I n s t a l l e d appealtr per day, 

respect ively fo r toe average t o t a l eo*t I Alii) una 

average var iab le eoet (AVC) ©wrv©*» 

( i t ) the auaeer of ehare balder* sou a r e * ajHtar 

•agar©*)*® per iOO teane* of i n s t a l l e d eapaeltr wore 

r e l a t i v e l y fcigb in east© of H M H sugar factor ies a» 

ooaparaa to the larger ones* 

96 



97 

(12) f f t* p roduct iv i ty of aagaraaaa aarfca<S out to 

29*95 tonace, 32.29 tonnes and 50.35 taaaaa par aor« 

tn ttea operat ional araaa of s taal l , ««cila« and larga 

f a a t a r i t s , faaaaattvaly. At the ova n i l l e v e l , the 

p roduc t i v i t y of m&mmmw worked oat to 25.37 tonnes 

par acre In aaaa of aao-shara baldara as against 30. IS 

taaaaa par acre la <tm® at aaara I ta ldar t* 

Conclusions t 

fkm following concluBious could be drawn tnm 

the study t 

(1) the wmmkl sagar faetar tas ware able to keep 

t a * par ua ta ta l cost af pratiaatlaa af aa$«r relatively 

low, bacaaee tba price paid f a r paranaa*? a t sagareaae 

otia tfee axalae duty paid by tftaaa faetor iaa wart low 

a« aaaparatt ta tbaae at aieiiasi aaa large mgmr f a c t o ­

r i e s . tfMtl tba parabaa* pr ice at sagaraaae end exelee 

duty reoaineat tb® aanet *&• P®*" pa la ta l emt of ;rodu« 

a t lan af sugar wcmli fcave be«a aiwost tba erne f a r 

Hcaull, «adla« a* t ra i l as large sugar fao tu r iee* 

(a) The meulusa »ag«r fac to r ies haVft foaa i ta be 

r e l a t i v e l y aara p ro f i t ab le aa a»«par««t t a aatall etui 

large sa&ar factor ies*. fbe ra ta af r e t a i n on cap i t a l 

i»v#»t»eat i& also alga f o r satlias sugar raatar iee* 

%m tbaseore of per un i t p r o f i t a b i l i t y af *Mij©r 



factories audi tb« rata of return m cavltal invest­

ment, tit® mdium ui7e of sugar faetori«s could b« oon-

•l<te*»4 tiso opticas on© under the t«i»t i»£ ®©»t aoa 

price structure «uad «m&aro&tse *ttp#liiM*. 

(3) Yte# »ttppli6« of stî Mnoawt to tb« largo fuetori** 

are tMinii to be iaaufftotebt tit relation to Installed 

caducityj thtrvby resulting into umSerutiii*«tioo of 

itjst&Alud eaptoitft low «rt« of r turn on • •p t ta l 

itr?tt»taent and Alsottoaoiiies of aca l t . 

(%) In ord«r to ©lf#ot ««oii<Mii«* of •«*!« and 

ineraaaa prof i tabi l i ty , tb« largo faetorlaa tmist try 

to acquire additional sugarcane. This ©out*! be achieved 

e iseer by inertatlag tbt? ar»a under su&areajta e u l t i -

vatloc or iaeraaaiag th« product iv i ty of m^mmmm® 

per unit ol iuuii or by both titasft moans. . Irrigation 

supply 6on«tmlat»y bo*«v*r« res tr ic t mxpmmion of the 

area under sugarcane cul t ivat ion, fbo only alternative 

t& to increase tbo productivity of suggureaaa per unit 

of land, fills may bo att«§g»ta*I by astairiUag ".-u^ar-

oano Pilot Prejaata* ©« wi«i«r area*. 

i5> fb« economy i s overhead casts , i f r< norted, 

»«y nolo in tfteroaaiaf prof i t abi l i ty of largo sugar 

faatoriea* 
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BecogBtondatioaa I 

The follottlii* rocuswaendotUnB cauld fta sad a oo 

tfeft baas is of findings of t&« ortneiit oaBfirtoai * tudy t 

U ) Thy priot of «u, . . r c n c may be fixed on tbe 

basis of reQovtiry p«r<»«nt«&* aa*i I t stiotili tm unit on* 

for mil tit* «it&&r faotorioa in onter to otwfift Incen­

t i v e tu fb« (sugarenne prodneort* 

(2) Wh&l* lio#«»tag the ©tt&oli»IiJi»iit of now sugar 

fac to r ies &ou granting permission to ajr&antf existing, 

inai&Llttd oapuoity, tho utmost cart ai«v oo tak«n to 

atif}«ss oorrootiy tit* po ten t ia l sugaroaaa »ti?pl¥ ttt the 

operat ional aro« of too m$mr f a c t o r i e s . 

(3) Mteao t s o« smti t o increase proAueftivitf of 

sugaroiuje par un i t of laml. 

(%) llio fac tor ies amy reaor t to «e#»e8il© noaaturoa 

la raauatng overhead c o s t s , wht rover poss ib l e . 

(5) Toe ax©is# duty aav fea efeargact at ai i&fem rata 

i r respect ive of vise of t a t sugar f ac to ry . 
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APPENDICES 



Variables mam* ttegmwim St«o4i*d *t* llMiaMft 
ooef f io i - «rror teat 
cnts 

C IflKtaiUd i&*9»%a%8 8S07.O93O 3*%*39*6 9*16>1 *• 
capacity 
Uonaea) 

Ca i>»reeif 06.%35% %fc«61»8956 *37f§.«9©« 3«%^9 ** 
ta&e *tti«* 
i laation 
af !»»*•*• 

olty 

« • • • I . — — IllHHliM Win l u l l III I I I M « » ^ « « W W » ^ W » « « ' » » W ^ M ii»IW^««»»»»M»»l»i»i»^MW««ill»»liMll|IM»|l| | l l l«|i»i<il»IIIM l«»»«»««»»»r»*«»i»|» 

n • 33 f * 5%*9i«MJ.?3% 

» * d«§33«*@ K2 » 0*7S«$7% 4 . ^ V & . 

•* S lgs i f ieimi at 1 per cent l a w I . 

mrnmmt*Mmmmmm*mnm*mm< 

Prof i t Vum&%l0o«-i#t»««ir Mcxtet 

Mmm&MgLMmiMMwM, ,mi „ M»„,%t ,M Jaalc 
•liMIMffM 
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