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of one of i ts factories has been forced 
by the drop in the price of sugar 
by about Rs 20 per tonne and all 
that the directors can now hope for 
is that prices w i l l re-stabilise at a 
level wh ich w i l l not have serious re 
percussions on a l l sugar manufac
turers, Whatever the stabilised price 
may be. i t w i l l i nh ib i t fur ther ex
pansion." If one adds up the impact 
on all the producers of the pros
pective level of prices and profits in 
the industry, one can very wel l 
guess what effect i t w i l l have on 
The T h i r d Plan target of the capa
city in the industry. 

An interesting development in the 
industry w h i c h "is going on at the 
moment is reflected in the experi
ence of the Deccan Sugar. One of 
its factories is swi tching over f rom 
bagasse as fuel to fuel o i l . I he cost 
of" this switch over as also that oi 
the o i l fuel wou ld be borne by 
Seshasayee Paper and Boards L i m i t 
ed; who have entered into an agree
ment for supply ing the factory w i t h 
two o i l b red boilers and the o i l fuel 
to bu rn in them. In re turn they 
w i l l take up all the bagasse pro
duced in the factory for the manu
facture of paper. No capital ex
pendi ture w i l l be incurred by Dec-
can Sugar and in exchange for ha-
passe, they w i l l get o i l fuel The 
o i l bred boilers, i t is expected, w i l l 
improve the work ing conditions by 
p rov id ing a constant steam pressure 
and w i l l ' thus b r i n g down costs a 
l i t t l e . In the interest of the indus
t r ia l development of the country, as 
Shri Srinivasan r ight ly says, this 
is a welcome step. But Seshasayee 
Paper have yet to receive the im
port licence lo r the two boilers. 

Despite the 10 per cent cut that 
the Government has announced, sub
ject to various exemptions, Shr i 
Srinivasan estimates the product ion 
of very nearly 30 lakh tonnesof 
Sugar d u r i n g the current year. This 
w i l l mean that apart f rom the nor
mal stocks of 5 lakh tons the indus
try w i l l be burdened w i t h an extra 
6.8 lakh tons surp lus assuming the 
current rates of consumption are 
mainta ined. And how arc the sugar 
factories to effect the proposed cut 
without pu t t ing the cane growers 
into serious difficulties? If more 
cane is diver ted to gur or khandsari . 
less w i l l be the take-off of sugar 
unless prices are fur ther reduced. 
Shr i C R Srinivasan suggests that 
the- simplest way of easing the pro-

blems of the industry would be to 
'adjust the cane price by an empha
sis on payment for q u a l i t y . The 
latter, however, st i l l awaits the 
development of a simple and fool-
proof process for estimating the 
sucrose content of sugarcane but 
there is no such difficulty in fixing 
a floor price which w i l l cover the 
growers' expenses so that the balance 
may be paid on the basis of qual i ty . 
As long as cane is paid for by 
weight, irrespective of i ts sucrose 
content, he feared that India would 
be priced out of the export market. 
There can scarcely be two opinions 
on the subject. 

Going back to the target for the 
T h i r d Plan what Shri Srinivasan 
suggests is very largely what is 
bound to fol low, whatever the deci
sion the Government may reach on 
this question viz, cancellation of 

the licences for addit ional capacity 
already granted, but for which no 
effective steps have yet been taken. 
There may be difficulty in the way 
of cancelling the licences already 
granted, but is it likely that the 
licensees w i l l proceed to set up fac
tories while have l i t t le chance of 
operating profilably ? 

f i n a l l y , the, demand for sugar in 
the country must be st imulated to 
take off surplus production. That 
excise duty on sugar was imposed 
in 1957 in order to restrict con
sumption and free sugar for export 
appears today as an irony of fate. 
True enough, the Government can
not afford to lose revenue but sure
ly fiscal measures are no longer ne
cessary to restrict the consumption 
of sugar in a situation of glut which 
again has been brought about by 
deliberate pol icy and planning? 

Finance for Agricultural Development 
^ H E proposed Development Cor

pora t ion for Agr icu l tu re is ex
pected to play a considerably wider 
role vis-a-vis the State Co-operative 
Banks atid the Central Land Mort 
gage Banks in the different States 
than the Refinance Corporat ion does 
vis-a-vis commercial banks. At pre
sent the land mortgage banks, which 
finance their loans by floating de
bentures on the security of mort
gages collected earlier, can finance 
only such long-term projects of 
i nd iv idua l cult ivators for which the 
latter are in a posit ion to commence 
repayments w i i h i n a year of obtain 
ing file loans. This therefore rule-
out the financing of projects which 
start to y ie ld some return only alter 
the lapse of a number ot year-. 

Also, it has been felt for sonic 
t ime both by the Reserve Bank as 
well as the Government of India and 
the co-operative movement that the 
resources which the Reserve Bank 
has for making long-term and me
dium-term loans out ol its Long-
Te rm Operations Fund are far too 
inadequate to meet even the most 
rigorously rationed demands on 
this Fund. Despite the recommen
dat ion of the Committee on Co
operative Credit (Mehta Commit ter 
to raise the annual allocations to 
this Fund to Rs 15 crores. the Go-
vernment of India in the Min i s t ry 
of Finance seems to have agreed 
to a cont r ibut ion of only Rs 10 
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crores out of the Bank's profits dur
ing 1960-61. Under its statute, the 
Reserve Hank cannot borrow from 
any outside agency. On the other 
hand, there are substantial .funds 
ly ing unused wi th the Government 
of India which are p a n of the P L 
180 funds of the U S Government. 
Having reached thus far. the obvious 
last step was to set up the Corpora
tion which would be able to supple
ment its share capital contribut
ed by the Reserve Bank. Stair Co
operative Bank and the Co-operative 
and Mortgage Banks — wi th funds, 
while the Agr icul tura l Credit De
partment of the Reserve Bank could 
be left to take care of its- day-to-day 
operations. 

The scope for increasing agricul
tural product ion. by long-term in
vestments In reclaiming land or 
developing plantations, which take 
time to mature, is often very much 
under-estimated. But even alter the 
Reserve Hank gives all the help 
that it is able to, the preparation 
of detailed business propositions 
the blue pr in ts - has to be done 
by the State Government- them
selves, for which a number of de
partments would have to collaborate 
very closely. It is here. unfortu 
nately, that bottlenecks may appear. 
Let 'us hope that the proposed 'Agri-
cul tural Development Corporation 
w i l l not have to confront die same 
set of road-blocks. 
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