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People and Legislative Assemblies of the States and Union 

Territories and for matters connected therewith, as passed by the 

Lok Sabha, be taken into consideration." 

The motion was adopted. 

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI):   We shall now 

take up clause-by-clause consideration of the Bill. 

Clauses 2 to 12 were added to the Bill. 

Clause 1, the Enacting Formula and the Title were added to the Bill. 

SHRI ARUN JAITLEY:  Sir, I move: 

'That the Bill be passed".  

The question was put and the motion was adopted. 

__________ 

THE SUGAR DEVELOPMENT FUND (AMENDMENT) BILL, 2002. 
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SHRI PRITHVIRAJ CHAVAN (Maharashtra): Sir, I stand to welcome 

this amendment to the Sugar Development Fund Act. But the amendment to 

the Act has come very late. The sugar industry is facing a grave crisis. This 

demand from the industry for giving export subsidy has been there for a very 

long time, and the Government had agreed to this suggestion. But, somehow, 

this Bill could not be brought before Parliament in the last more than a year. I 

think, this is a criminal neglect by the Government while the industry is reeling 

under the burgeoning stocks of sugar. The Minister said, '180 lakh tonnes'; I 

do not know whether it is a correct figure or not. I have a figure of 120 lakh 

tonnes; it is a huge stock and the godowns are full. There is no place to keep 

the sugar. Huge interest costs are being incurred and, as you know, the 

industry is now fast becoming sick; it is on the verge of collapse. Sir, this 

mounting stock has to be exported; the Minister has said so. But the 

international prices are low and our prices are high. Internationally, sugar is 

subsidised very heavily. Our industry has been demanding some kind of a 

subsidy; transport subsidy was one demand. The other demand was low 

interest rate for exporting units. That you have still not done. And, Sir, the 

legislation that has been brought today, has been brought after a long delay. I 

would like to ask the Minister: When you could bring an Ordinance for POTO, 

why could you not bring an Ordinance for Sugar Development Fund? Rules 

could have been modified. There is also a suggestion that you can use the 

Sugar Development Fund for reviving the potentially sick units. This can be 

done by modifying the rules. Why couldn't you do that? You are still 

contemplating that. What has been the genesis of the crisis? Sir, I will come to 

the Bill in a moment. Let me dwelve, for a moment, on the grave crisis that is 

facing the industry, the crisis of mounting stocks. There had been a gradual 

increase in production from 1997-98 when we had a low production of 128 

lakh tonnes. Since that year, every year, the production has gone up. In 1998-

99, it went up to 154 lakh tonnes.   Then, in 1999-2000, we had a production of 

182 
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lakh tonnes. Last year, it was 184 lakh tonnes. The production is gradually 
increasing. What has been the consumption? The consumption also has been 

growing; now, it is 160 lakh tonnes. That means, every year, we are having an 

excess of 20-25 lakh tonnes and this is being added to the carryover stock of 

54 lakh tonnes in 1997-98 up to the level of 120 lakh tonnes 

today...(Interruptions) No doubt, the Minister has said, "It is 180 lakh tonnes". 

But my figure is 120 lakh tonnes. I would like this to be clarified. If it is 180 lakh 

tonnes, then, it is a very grave situation. But my information is that the 

carryover stock today is about 120 lakh tonnes, which is about 75 per cent of 

our requirement. It is incurring huge interest costs. It is depressing the prices 
and it may cause farmers to shift away from sugarcane cultivation. One more 

factor has led to this grave situation; that was the import tariff regime, the 

import tariff regime that this Government allowed to persist till 1998-99. The 

import duty, as you know, as per the WTO bound rate could be as high as 150 

per cent. But, till April, 1998, the duty was kept at zero per cent. Then, it was 

gradually increased to five per cent; then, from five per cent, it was increased 

to 20 per cent, then 25 per cent, then 40 per cent and then to 60 per cent. Why 

could you not keep the duty high all along? It is because you wanted the sugar 

to be imported. Sugar was imported from Pakistan and the European Union. 

How much sugar was imported? In 1998-99, nine lakh tonnes of sugar was 

imported. In 1999-2000, 12 lakh tonnes of sugar was imported. And, this 

unnecessary import of 21 lakh tonnes of sugar, which the Government 
callously permitted, has really caused this serious problem. Now, Sir, the delay 

in the announcement of the export subsidy has also been an important reason. 

Once we know what the situation of the sugar industry is, I will come to the 

amendments; and these are good amendments. Sir, the Sugar Development 

Fund Act was enacted in 1982, when we collected Rs.14 per quintal of sugar 

as the sugar cess, and that was credited to the Sugar Development Fund. 

Initially, it was for a grant for research and development projects and loans for 

modernisation, cane development and for creating a buffer-stock. Now you are 

adding three more components for which the Sugar Development Fund can be 

used. (Time-bell). Sir, I will take some time because this is a very important 

subject, and I come from Maharashtra... 

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI): That is true. 

But the time allotted to your party is only 15 minutes, and there are three 

speakers. 
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SHRI PRITHVIRAJ CHAVAN: Then, you are going to defray the 

expenses on transport subsidy. It is good, but it is not going to be enough. The 

second point is, you are allowing loans to be given for bagasse-based co-

generation power projects, and also for ethanol and anhydrous alcohol 

production. It is all good. I wish you had added environment schemes. There is 

a serious problem of effluents from the sugar mills, and the sugar mills are not 

taking care of this problem. If you add one more item later, so that the 

environment schemes can also be undertaken under this Sugar Development 

Fund, it would be good. On export subsidy, I have a problem. It is possible that 

this export subsidy may be questioned in the WTO. But I hope the Government 

will stand firm and will not give in, because the other countries are giving huge 

export subsidies, and this is a very, very small subsidy, which must be 

continued. I also plead for interest subsidy. I also thank you for removing the 

Quantitative Restrictions on the export of sugar. It is a very strange situation 

that you have already removed the QRs on import, but on export, you had 

retained the QRs. Those were removed only last year. It is a good thing. 

Please do not re-impose any restriction on export of sugar. Sir, bagasse-based 

co-generation is a very good idea; there is a potential for generation of 3500 

MW of power. But I also plead with you that not only upgradation schemes, but 

the new projects that come up should also be given subsidy and loan from this 

Fund. In future, please do not allow any sugar mill to come up which does not 

have the co-generation component. On the ethanol and anhydrous alcohol 

production, it is also a good step. Upgradation of plants to manufacture ethanol 

should be welcomed. But I think the Ministry of Petroleum has delayed this 

decision for a long time. We know Brazil has been using it, up to 25% of 

anhydrous alcohol and ethanol was mixed in petrol. We have pennitted only 

5% right now. I am told, without making any engine modification, up to 10% 

ethanol can be mixed. I plead with the Petroleum Ministry to clarify the rules. 

And don't change the rules. The excise duty structure should be frozen for all 

times to come, because if the industry makes an investment now in anhydrous 

alcohol and ethanol, and you change the rules tomorrow, you impose a heavy 

excise duty and change the pricing, change the Molasses Distribution Order, 

the whole industry will collapse. Please do not do that. You also talked about 

using the Sugar Development Fund for reviving potentially sick units. You can 

do that under the rules. There is no need to bring it under the legislation. When 

are you going to modify these rules?   Have you decided about it or not?   If 

you have, please modify the 
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rules urgently. I will just make a few suggestions. You have not clarified as to 
what would be the rate of interest that you will charge on these loans. It is 

going to be subsidised loans, cheap loans, but do not fix the interest rate. 

Normally, you fix the rate of interest at 6% under the rules. But I will plead with 

you that do not fix the rate of interest; peg it to the prime lending rate. The 

interest rate is coming down. The Reserve Bank announces the prime lending 

rate from time to time. You peg it to that and make it three or four per cent less 

than the prime lending rate. But do not fix it at six per cent. Sir, if you look at 

the working of the Sugar Development Fund in the last eighteen years, out of 

Rs.2780 crores that have been collected, you have got Rs. 2566 crores till last 

year credited to the SDF. But only Rs. 1428 crores have been disbursed as 
loans, and out of that, for research and development, you have given only 

Rs.20 crores in the last 18 years. Only Rs.20 croresl what is the Fund for? I 

would also like to be enlightened about the repayment scenario. These loans 

are given to cooperative sugar factories against State Government 

guarantees. A lot of sugar factories have defaulted on these loans. Even the 

State Government guarantees are not being repaid. What is the actual 

situation? As I said, Sir, you have admitted that the sugar industry is sick. Over 

145 mills are sick today. So, speedy implementation of a few such changes 

would be desirable. I think you have started that, but it will take some time. In 

the year 1998, the Mahajan Committee had made many recommendations. 

Please implement the recommendations of the Mahajan Committee in a time-

bound manner. The Mahajan Committee had recommended the setting up of a 
Sugar Pricing Board. I request you to consider that. Please do not allow import 

of sugar into the country. If needed, please increase the import duty up to the 

maximum ceiling of 150 per cent, but don't repeat the scenario of 1997-98, 

when 21 lakh tonnes of sugar was unnecessarily imported just to earn some 

commission and to benefit some traders. Sir, there is a concern about the 

quality of sugar. I would like to know how many mills have opted for BIS 

certification and ISO- 9000 certification. Under the Sugarcane Order, some 

mills are misgrading sugar. Have the inspectors gone there and caught them? 

How many mills have you punished so far? 

Sir, at the end, I would like to point out to the hon. Minister that the 

Sugar Development Fund is being used like a financial institution. You are 

going to certify whether a unit is potentially viable or not; you are going to give 

loan; you Ore going to charge interest; you are going to get repayment. You 

are entering into the area of a financial institution. This is not a work which is 

to be done by a Ministry or a Department of the 
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Central Government. This is the work of a financial institution. Please consider 

changing the structure of the Sugar Development Fund to that of Sugar 

Development" Bank, which could be a subsidiary of NABARD. You could do 

the same thing again, but with specialised officers, not with somebody sitting 

in the Udyog Bhawan or in the Krishi Bhawan. He is not competent enough to 

do it. If you say that the Ministry of Food, Department of Sugar, is competent 
enough to certify whether a unit is sick or not, then, tomorrow, why not the 

Department of Small Scale Industries give loan to small-scale industries, and 

why not the Ministry of Industry decide whether a industry should be revived or 

not. So, this is the task, of a financial institution. Please do not keep it with the 

Ministry. 

Sir, I conclude my speech by saying that the sugar industry is a very 

important industry which consists of 45 million cane growers. Over two million 

workers are employed in this industry. Their future is tied with this industry. 

This can be a major source of earning foreign exchange for the country; this 

can be a valuable alternate renewable source of energy. Like Brazil, we can 
save a huge amount of our foreign exchange on import of petroleum products. 

But today, the industry is sick; it is on the verge of collapse. Because of the 

opening up of our economy, this industry may not be able to withstand the 

pressure of globalisation, unless you act. Please do not take any decision like 

allowing import of sugar. We have suffered very heavily due to the import of 

21 lakh tonnes of sugar in the year 1997-1998. Please do not do that in future. 

Sir, with these words, I support the Bill and once again plead with the Minister 

that this industry is facing a grave crisis. Please look at it. Do all you can do. I 

have made some suggestions for your consideration. We can have a detailed 

discussion on this subject later. Sir, with these words, I support the Bill. 
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SHRI K. RAMA MOHANA RAO (Andhra Pradesh): Sir, I thank you' 

for allowing me to speak on this piece of legislation. Though it is a very small 

amendment; it is a very important one because, it makes the sugar mills 

viable. The sugar mills of our country are passing through a very difficult 

phase. We have more than 500 mills in our country and more than 50 per cent 

of them are in the cooperative sector. I welcome the measure of granting loans 

to sugar factories or other units like, bagasse-based co-generation power 

projects, anhydrous alcohol or ethanol from alcohol, which is a byproduct of 

sugarcane; for the viability of sugar mills. I also welcome the revolutionary step 

taken by the hon. Minister that expenditure incurred on transportation of sugar, 

for the purpose of export, would be met from the Sugar Development Fund. 

But the Bill is silent as to what precautions the Minister would take to avoid 

misuse of loans, which according to the Bill, are granted liberally. The Bill 

provides loan facility only to sugar mills, but a farmer, who is behind the 

production, is left out. We all agree that if the mills are strong, farmers also will 

be strong. If the mills are running under losses, or, if they are on the verge of 

closing down, then, how can the farmer get remunerative price for his 

sugarcane? So, our endeavour should be to strengthen the sugar mills and, 

thereby, the farmer. I request that some assistance should be given to the 

sugarcane-growers through the Sugar Development Fund. The majority of the 

sugar mills in our country are having old and obsolete technology, and the 

need of the hour is to upgrade and bring the latest technology for optimum 

utilisation of the capacity, and to increase production. I do not know whether 

the Fund provides credit facility for modernisation of sugar mills in the country. 

If not, I request the hon. Minister to include this aspect also in the Bill. The 

astonishing aspect is that though we can produce 100 per cent power through 

bagasse-based co generation power, at present, we have been able to 

generate only around 10 per cent. Sir, out of the 3,500 megawatts that can be 

produced, we are, at present, producing only about 210 megawatts. It is quite 

obnoxious. So, this amendment will, definitely, help in increasing the quantum 

of power through co-generation power projects. One more point I would like to 

make here is, the new sugar mills have to give 15 per cent sugar under levy. 

They have to give this quantity of sugar only after meeting the Sugar 

Controller, who issues the release order. Because of his delay in releasing the 

order, the new sugar mills have to suffer losses in the sugar production every 

month, to the tune of Rs. 500-600 for quintal per month.   My only suggestion 

is that the Sugar Controller should release his 
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order, without any delay, or, the sugar mills should be allowed to deposit 15 per 

cent of their levy sugar whenever they like, without watting for the order. 

The other point is, the international price of sugar is coming down. 

Now the rate has come down from $ 272 to $ 205. Of course, the 

Government is giving subsidy to the tune of $ 10 per tonne. H is not 

sufficient. When other countries are giving huge subsidies to the sugar 

mills, there is no point in not giving such type of subsidy to our sugar ffiiBS 

in order to compete at the international level. Hence, I request that the 

subsidy should be increased to $ 50 per tonne. Had there been a minor 

fluctuation in the international price, we can understand, but when the rate 

is coming down drastically, there is every need to protect the small sugar 

mills and farmers.  

So, these are some of the points which I thought that I should bring 

to the notice of the hon. Minister for his consideration. 

With these words, I, once again, support the Bill.  Thank you. 

SHRI A. VIJAYA RAGHAVAN (Kerala): Mr. Vice-Chairman, Sir, we 

are discussing this issue at a time when this industry is facing an 

unprecedented crisis. Because of that, not only the mill owners, but lakhs, of 

farmers and millions of cane cutters and workers are also facing problems in 

earning their livelihood. It has been reported that the sugar despatches from 

factories during the month of January, 2002, stood at 11.74 lakh tonnes for 

internal consumption, and 0.82 lakh tonnes for exports, as against 13.30 lakh 

tonnes for Internal consumption, and 1.39 lakh tonnes for export during the 

same month last season. The total off take, till January, 2002. during the 

season 2001-2002 was 52.75 lakh tonnes for internal consumption, and 2.80 

lakh tonnes for export, as against 54.77 lakh tonnes for internal consumption 

and 3.00 lakh tonnes for export during the corresponding period last season. 

Sir, the closing stock of sugar as on 31.1.2002 was 150.00 lakh tonnes, as 

against 132.95 lakh tonnes on the same day last season. It means, sugar Is 

piling up in the godowns, and our country is facing a very serious problem to 

this. So, it is an attempt to save and safeguard the interest of those who are 

connected with the sugar industry. Now, in this Bill, the first step that the 

Government has taken is that, they are trying to generate power from bagasse-

based co-generation. This will improve the viability of the sugar factories. That 

is what has been mentioned here.   I appreciate the move taken by the hon. 

Minister.   But, 
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Sir, I would like to say that, at the moment, we are producing a very meagre 
amount of power by using these resources. Therefore, the question as to how 

the entire process would be strengthened, as to how it would be re-vitalised, is 

not addressed. Sir, for this, a good deal of technical assistance and much 

more investment is needed. But, here, it is not mentioned as to how we will 

generate more resources and technical knowhow, which is needed for this 

purpose. The existing knowhow is not sufficient to produce that much of 

power, by using the available infrastructure. 

Sir, the second part of the Bill is related to the use of molasses and 

alcohol, for the positive use of alcohol. Here, Sir, some new issues are coming 

in. -This is a very positive move by the Government. We are losing a huge 

amount of foreign exchange in importing oil,from abroad. We are also 

spending a huge amount on the exploration of oil resources from sea and 

other places. Now, this is an area where we can use our own resources 

positively, as a result of which, we can save a considerable amount of foreign 

exchange. We all supported this move of the Government, i.e., allowing the 

use of the gasohol. But, now, a wrong signal is coming from the Government 

side. It was reported in the newspapers that some concession which was 

announced by the Government for the use of gasohol has been withdrawn. It is 

saka, 'The Government has decided to withhold the notification of the 

concessional additional excise duty on motor spirit blended with ethanol more 

than two months after the announcement was made in the Budget." Now, Sir, 

this is a problem. Sir, I do not understand why the Government withdrew the 

benefits for the use of ethanol, after having announced it. Sir, because of some 

compulsions, within two months of the presentation of the Budget, the 

Government is withdrawing whatever concession it had granted. This kind of 

thing should not be there. Sir, this is mainly the result of the conflict of interest 

that is there between the two industries, namely, the sugar industry and the 

chemical industry. I think the Government has to intervene in this matter and it 

has to come up with a solution to resolve the problem. While discussing all 

these things, we have to think about the interest of the small-scale industries 

also who are using ethanol and alcohol in these industries. So, Sir, I request 

that the interest of the small-scale sector should be protected. This aspect 

should be taken note of and there should not be any conflict of interest, as far 

as this issue is concerned. 
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5.00 P.M. 

Sir, while the Minister was addressing the problem, he mentioned 

that the matter of quality should be considered. I think, the quality of the sugar 

must be ensured. In order to improve the quality of the sugar, the Government 

has to take steps to cover sugar and sugar products under the voluntary 

certificate issued by the Bureau of Indian Standards. This will help in 

establishing the credibility of Indian sugar in the international market as well. 

This is what the hon. Minister has also said. But that is not mentioned in the 

Bill. And, Sir, while he was making his introductory remarks at the time of 

moving the Bill, he did mention that part. 

Sir, for the welfare of the farmers, we have to think about the 

rationalisation of the cane prices. It is an important pre-requisite to safeguard 

the interests of the farmers before removing the control on sugar import. But, 

so far, the Government has taken only half- hearted measures in this regard. 

The experience of 1978 is to be taken note of. What happened in 1978? You 
know how these farmers faced these problems. Therefore, in order to see that 

such problems are not repeated, the Government has to be very alive to the 

situations. While discussing the problems of the industry, we have to take into 

account the problems of accumulated arrears of the farmers. For the last three 

or four years they have not been getting arrears. Something should be done 

seriously to safeguard their interests. 

Finally, I would like to speak on the problems of the workers working 

in this industry. Millions and millions of cane-cutters are migrating labourers. 

Nothing has been done to safeguard the interests of these down-trodden 

sections. There is no welfare legislation to look aftrer their interests. The 

Government has now decided to reduce the import duty on sugar-cane 

harvesting machines. Since hundreds of these machines are being imported, 

these workers are losing their employment. The Government has to safeguard 

their interests. 

While concluding, I would say that the Government has to safeguard 

the interest of the industry, farmers and also workers engaged in this industry. 

I hope the hon. Minister, while replying, will address to some of these issues.  

Thank you. 

SHRI P.G. NARAYANAN (Tamil Nadu): Sir, the Sugar Development 

Act, 1982 was enacted to provide financial assistance for development of the 

sugar industry.  The Bill provides that the Sugar Development Fund shall 
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be utilised by the Central Government for giving loans, for facilitating the 
rehabiliation and modernisation of any unit thereof and for defraying an 

expenditure for the purpose of building up and maintenance of bufferstock of 

sugar with a view to stabilising prices of sugar. The present Bill seeks to 

amend the Sugar Development Fund Act to provide powers to the Central 

Government for administering the Sugar Development Fund so that they can 

grant loan to any sugar factory, or, unit thereof, to bagasse-based generation 

power projects and for production of ethanol from Alcohol with a view to 

improve their availability and for defraying the expenditure from the Sugar 

Development Fund on internal transport and freight charges to the sugar 
factories, on export shipment of sugar with a view to. promote export of sugar.  

It is a.welcome step. 

Sir, India has emerged as the largest producer of sugar in the world. 

In the 1999-2000 sugar season, the production had gone up to 181.93 lakh 

tonnes. India continued to be the largest producer of sugar with the production 

of about 184.21 lakh tonnes. The forecast of sugar production in 2001-02 

sugar season is only 175 lakh tonnes. The anticipated decline is on account of 

the sugar-cane crop having been adversely affected in some parts of States, 

due to drought conditions. 

Sir, sugar and sugar-canes are essential commodities under the 

Essential Commodities Act, 1955. The Government has been following the 

policy of partial and dual pricing of sugar due to the steep increase in the cost 

of sugar plant and machinery. The new and expansion projects were not 

proving economically viable. With a view- to mitigate the hardships of the 

entrepreneurs involved in the expansion and execution of high-cost sugar 

projects as well as to enable them to become viable by utilising surplus funds 

generated through higher free-sale sugar quota for repayment of term loans 

advanced by the Central financial institutions and the Sugar Development 

Fund. Effective incentive schemes should also be formulated for new and 

expansion projects from time to time. This Fund should be more effectively 

and efficiently used in areas like rehabilitation and modernisation of sugar 

industry, cane development assistance and aid to establish institutions for 

carrying out research aimed at promotion and development of sugar industry. 

Competition among mills should ensure stable prices for consumers and 

timely payment to sugarcane-growers. Keeping this in mind and to retrieve the 

status of the largest sugar producer in  the world,  the Government  should  

take  initiatives  to  encourage  the 
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activities of sugar mills by announcing a comprehensive incentive policy and 

schemes to create sustainability of production. 

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI): Please 

conclude. 

SHRI P.G. NARAYANAN: The introduction of bagasse-based power 

generation is a welcome move because it is estimated that sugar factories can 

generate about 3500 mw of power with bagasse as the feed-stock. Sugar 

factories face resource constraints for investment in bagasse-based co-

generation. So, it is the duty of the Government to encourage and enable 

sugar factories to take up this bagasse-based co-generation power projects. 

Sir, another aspect with regard to the production of anhydrous 

alcohol is also an appreciable measure. Molasses are another major product 

of sugar factories. Molasses are used for production of alcohol. Anhydrous 

alcohol is a good oxygenate for encouragement of production of alcohol for 

blending with motor fuel which has a potential of resulting in substantial 

savings in foreign exchange on the import of crude oil and also would improve 

the viability of sugar factories through optimum by-product utilisation. Thank 

you. 

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI): Shri T. 

Subbarami Reddy. 

DR. T. SUBBARAMI REDDY (Andhra Pradesh): Sir. I will not take 

much time.   Before you press the bell, I will finish my speech. 

Sir, perhaps, in the fifty years of Independence, never had India faced 

this unprecedented crisis in sugar. I support the Bill. It is very heartening that 

the Minister has come forward to amend the Sugar Development Fund. Along 

with my support, I would give this comment also. The present Government has 

to take the responsibility grossly for this crisis because from 1998. we had 

been persuading the Government not to allow the import of sugar. In 1998-99, 

the import was 9.5 lakh tonnes. Again, in 1999-2000, it was 11 lakh tonnes. 

The import of these 11 iakh tonnes has added to the misery. On the one side, 

we know, we have been producing more sugar than what we consume and, on 

the other, we Import. For example, if we produce 154 lakh tonnes, we 

consume only 144 lakh tonnes. It is like that every year. When you are 

producing sugar so much In surplus, encouraging the import of sugar is totally, 

very, very unfortunate. This is a major reason for the plight of the industry. 
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One more thing we must bear in mind. In the country, there may be a 

number of industries. But the sugar industry is the only industry which is 

concerned with the common man, the poor farmer. The lives of 4.5 crore 

farmers are involved. Today, -when we see the crisis in which the sugar 

industry is, it is no exaggeration to say that 75 per cent of the factories will be 

closed down. 1 do not want to repeat all the details given by other Members. 

In a nutshell, I would like to say that it is not in the hands of the Minister 

.atone. There is no point in our blaming each other's Government. Now, we 

must stand united. All the Parties, the entire country, should think as to -how 
fo save the situation. It is not just in the hands of this Minister or even the 

State Governments. It is collectively in the hands of the State Governments, 

all the Chief Ministers, the Prime Minister and the Central Government. The 

Government must make an effort. All State Governments should give some 

subsidies, some help, to sugar factories, as a special case, so that they will 

not collapse. Similarly, even the Central Government must help to export 

sugar. Merely talking is no use. How do you export sugar and compete in the 

international market? Maximum subsidy should be given by the Government.. 

The Government must also come forward to help the sugar producers. If you 

make this effort, you will be able to compete in the international market. Of 

course, the import of sugar has been stopped for the last one year. Now, your 

sugar export is hardly able to touch 10 lakh tonnes. When you have got a 
stock of 180 lakh tonnes of sugar in the country, an export of 5 or 10 lakh 

tonnes of sugar is nothing. So, my submission is that the Minister alone 

cannot solve this problem. As far as the States are concerned, the crucial 

issue, that is, the plight of 4.5 crore farmers should be borne in mind. In 

Andhra Pradesh, Maharashtra, Uttar Pradesh, Tamil Nadu and other States, 

millions of poor people are depending on this industry. If the factories are 

closed, the farmers will become totally bankrupt.  I need not repeat what 

others have stated. 

In conclusion, it is a very good idea, from the business point of view, 

to have co-generation power units. It is a wonderful idea. A factory which is 

sick, will be able to generate more money, if you have co-generation power 

units. The Sugar Development Fund is going to fund that at a subsidised rate 

of interest. Here, my submission is that red-tapism should not be there. The 

Ministry must monitor it. This Fund must go immediately to the factories which 

come forward for co-generation of power. It is a very good thing that you are 

going to give transport subsidy to sugar exporters.   Here, I have  got my own 

doubt.   The  internal transport subsidy 
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is a very small affair, compared to the competition in the international market. 

So, a major portion of the money must go to co-generation of power. All these 

three things are okay. I request the hon. Minister to commit here that he will 

monitor it, and ,in one year, he must have the system in India. How many 

people want this co-generation power units and how he is going to do this, is 

also very important. Now, I want a categorical assurance as to how he is going 

to solve the problem of planning and motivating the Government. From the 

Prime Minister to the Cabinet, they must unitedly make an effort. You have 

also to take the Opposition into confidence. All parties will be with you, if you 

come forward to solve the sugar crisis, which will help the sugarcane growers. 

I don't expect a vague reply, "Yes, we will; we will make an effort". No. The 

Minister is part of the Cabinet. You must commit here that the Government is 

going to have a conference of Chief Ministers, take them into confidence, take 

their help, solve the problem and give more encouragement to the factories.   

You must see to it that the factories are not closed.  Thank you. 

SHRI S. VIDUTHALAI VIRUMBI (Tamil Nadu): Mr. Vice-Chairman, 

thank you very much for giving me this opportunity to express my opinion on 

this Sugar Development Fund (Amendment) Bill, 2002. This Bill has been 

brought before this House to provide loan facilities to sugar factories which 
venture into bagasse-based co-generation power projects as well as 

production of ethanol and into other areas connected with ethanol. This Bill 

has been brought before us with this intention. If it is implemented, it will impart 

some sort of economic viability to the sugar factories. This is the first point. 

The second point is this. Since it is going to subsidise the internal 

transport and freight charges, exports will be further increased. Sixty per cent 

of the sugarcane offtake is by the sugar factories. When it is so, I want to make 

one thing clear. According to the Statement of Objects and Reasons,'the 

Government says, the sugar factories have the potential to generate 3,500 

megawatts of power. But, according to the sugar industry, they have got the 

capacity to produce up to 5,000 megawatts of power. There is a difference 

between the estimates put forth by the Government and the sugar industry. As 

it is, only 212 megawatts of power is being produced by the sugar factories at 

present. Another 245 megawatts of power is on the anvil; put together, it 

comes to 450 megawatts of power. We must also see the other side of the 

coin. When you want to utilise bagasse for cogeneration of power, the same 

bagasse is being utilised for 
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producing paper. It is also being utilised by the sugar factories as fuel. If 
bagasse is going to be utilised for power generation - now it is being utilised as 

a fuel -- the sugar factories have to go in for alternative fuel. When they go in 

for alternative fuel other than bagasse, I would like to know whether it would be 

cheaper. According to the power generation policy, by 2002, 10 per cent of the 

total power should be generated through non-conventional means. This 

particular area with which we are dealing is not only non-conventional but also 

environment- friendly. When it is so, we have to go deep into it and study it 

further. I would like to quote para 5 of the Statement of Objects and Reasons. 

It says, "The carryover stock Of sugar as on 30.9.2001 was over 100 lakh 

tonnes. The holding costs of sugar at such high level adversely affect the 
viability of sugar factories. This in turn affects timely payment of cane price 

dues to the sugarcane growers." I agree with it. But, at the same time, I would 

like to make one more suggestion. I would like to quote Section 4(1) (bb) of the 

Sugar Development Fund Act. It says, "For defraying expenditure for the 

purpose of building up and maintenance of buffer stocks of sugar with a view 

to stabilising price of sugar." To stabilise the price of sugar, buffer stock can be 

created. What has the Government done to create a buffer stock? In the case 

of other things, they have imposed a single excise duty. But so far as sugar is 

concerned, there is a double excise duty. I do not want to go into it.   From 90 

per cent, it has come down to 32 per cent. 

I would like to quote Section 3 of the Sugar Cess Act. According to 

Section 3 of the Sugar Cess Act, the Government is collecting Rs. 14 per 

quintal of sugar. Out of Rs. 14 per quintal, they have apportioned Rs. 9 per 

quintal for the Sugar Development Fund. They have kept Rs. 1,800 crores 

separately. Out of that, the Government of India has used Rs. 470 crores for 

creating a buffer stock. Now more than Rs. 1,300 crores are lying in the Sugar 

Development Fund. When you yourself have accepted in para 5 that the sugar 

factories are suffering because of the carryover stock, why can't you utilise the 

same Sugar Development Fund for creating a buffer stock? If you have 

decided to utilise this fund to buy sugar from the factories for buffer stock, you 

should buy sugar from Government factories as well as cooperative factories 

on the condition that the State Government would apportion that amount only 

for making payment to sugarcane growers. That will be the best thing. That is 

very important. 
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THE VICE-CHAIRMAN (SHRI SURESH PACHOURI): Please 

conclude. 

SHRI S. VIDUTHALAI VIRUMBI: Sir, please give me three minutes 
more. The Minister of Petroleum made a statement in the month of December. 

It has just come before us for discussion. According to that statement, in the 

first phase they are going to allow the use of ethanol-based petrol in eight 

States. In the second phase, it will be utilised in the rest of the country. The 

statement further says that on blended petrol, trje surcharge has been reduced 

by 75 paise per litre. The Government has announced that from Rs.6, it will b& 

reduced to Rs.5.25; It means, it is being reduced by 75 paise. Sir, now, the 

extent of Ethanol in petrol is 5 per cent. But, I believe, the BIS has accepted 

the specification put forth by the Government, that is, to add 10 per cent 

Ethanol in petrol. That is why I want to know from the Government that when 

the BIS has accepted the specification to blend Ethanol up to 10 per cent in 

petrol, why has the Government not implemented it? Apart from that, the 
Government of India has allotted Rs.4 crores for R&D to see to it that Ethanol 

could also be blended with diesel. Sir, when 80 per cent of our automobiles 

are run on diesel, I feel that this order should be expedited. 

Sir, my next point is regarding dismantling of the administered prices. 

It is in the matter of procuring Ethanol. In fact, all the oil companies, including 

the Hindustan Petroleum, Indian Oil Corporation, IBP, everybody, has issued 

tenders. What I want to stress is that there should not be global tenders. If we 

allow global tenders, then, the foreign companies would invade - I don't say, 

just come here, but they would invade - our industry and they will ruin the 

sugar factories which are producing Ethanol within our country. Therefore, 

when the oil companies are issuing their tenders, there must be a condition 

that they would not issue global tenders. There should be a specific condition 

in the contract itself that this should be produced only within our country. Only 

then our sugar factories can survive. 

Sir, before concluding, I would just, briefly, mention my submissions. 

No.1; when we have accepted the Ethanol-blended petrol policy, the strategy 

has to be improved i.e. from 5 Percent ethnol blended .petrol to- 10 Percent 

ethnol blended petrol No.2; regarding the tender system, it should not be 

global. No.3; when the Government utilises the Sugar Development Fund to 

purchase the sugar, that is the carry-forward 
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stock, particularly, from the co-operatives, the Government should see to it 

that the benefit goes to the actual sugarcane growers. 
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DR. A.R. KIDWAI (NCT of Delhi): Sir, since the time is very short, I will not 
make a speech, but I will bring out some relevant points only. In 1982, the Sugar 
Development Fund was created by collecting a cess of Rs.14 per tonne of sugar, 
which now amounts to about Rs.2,000 crores. The purpose was to improve the 
technology, because sugar is produced by chemical engineering process and it involves 
chemistry, chemical engineering research. It was* realised that sugar produced in 
India was much costlier than in other places, because 30 to 40 per cent of sugar 
is lost, not recovered, is caramelised, burnt into molasses, which is a total waste. If 
40 per cent of the sugar you convert into molasses and burn it and caramelise it, 
then, how can you make sugar cheaper? So, to reduce the molasses content, to get 
maximum sugar, some technological research is required. The machinery was out-
of-date, the recovery was poor; that is why the Fund was created for research and 
technological development. But the unimaginative Government did not realise how to 
utilise it. Till today, there is no Council of Scientific Research dealing with sugar 
technology. There is a small Sugar Institute for training people in a 50-year or 75-
year-old technology, which those people started. Today, a much better technology is 
available where caramelisation and wastage of sugar is reduced to the minimum. 
The purified sugar which we produce is not acceptable in the European and 
American market. You cannot export it because your ash content is high, your 
sulphur content is highland it does not meet the food and drug standards prescribed 
by the European countries and USA. These are real facts which this House should 
know. This is a total neglect. Since 1982, only Rs. 19 crores out of Rs. 2000 crores 
have been spent on research; the rest is lying unutilised or spent elsewhere. So, this 
is the state of affaire. I am very happy that the Members of this House do realise the 
importance of sugar industry for this country. It requires a detailed and serious 
discussion to find out the reasons for the failure of the industry and 
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why we are suffering at this stage. If we export crude sugar, perhaps, we 
could have sustained. But, In the process of purifying it, we are losing 40 per 

cent sugar, by an out-of-date, third-rate technology, and the farmers are 

suffering, the industry is suffering. This is a very sad state of affairs. 

Sir, I have one more point to make. You see, today, timber is not 

available, and, in order to save the environment, we are protecting our forests. 

You know, bagasse is being used for production of plywood. Bagasse can be 

used more profitably in the production of paper. To bum it like coal is a 

wastage, is harmful for the industry and for the country. Encouraging the 

burning of bagasse, such a valuable commodity, instead of coal, is totally a 

misconceived idea. 

Sir, the Government can use this Cess Fund for giving loan, for 
development and modernisation of factories. But it cannot be given as a 

subsidy to defray the cost of transport. It cannot be given to anyone. This is a 

collective Fund for research and development. It can only be given as a loan 

for development. It cannot be given away to individual factories for their benefit. 

So, if you give it to certain factories for export, it will be misused. You can give 

subsidies from other funds, but not from the Cess Fund. These are some 

important facts. I think we will have an opportunity, Mr. Vice-Chairman, Sir, to 

discuss this important subject on some other day. Thank you, Sir. 
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 DR.    T. SUBBARAMI REDDY:    Sir, I want to seek a clarification from 
the Minister.  ..{Interruptions... 

SHRI PRITHVIRAJ CHAVAN: Sir, the Minister has assured that there 

will be a complete decontrol of sugar by 2002-03. I have two specific questions 

to put. Does he intend to remove sugar from the PDS completely? Secondly, is 

the present release mechanism: -the quarterly release of quota which the 

Ministry gives to the sugar mills, -- going to be discontinued? 

DR. T. SUBBARAMI REDDY; Sir, as already mentioned by Mr. Rama 

Mohana Rao, today, the financial institutions, all over India, are charging a 20 

per cent interest rate from factories. The hon. Minister vaguely replied: " Yes, 

we will make an effort; we will-call the Chief Ministers of the 
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States for discussions'. Sir, it is not correct. The Government must have a full-
fledged commitment. When are you going to have a meeting? 

Secondly, I would like to know what concrete steps are you taking to 

revive all the sick units, which have been closed down? You have not 

mentioned that in your reply. How are you going to take it up? Are you going 

to give subsidy at the State level? Are you going to give a direction to the 

banks to reduce the interest level? I want to have a clear-cut reply from the 

hon. Minister. 
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THE VICE-CHAIRMAN (SHRI SURESH PACHOURI): Now, the 

question is: 

"That, the Bill further to amend the Sugar Development 

Fund Act, 1982, as passed by the Lok Sabha, be taken into 

consideration." 

The motion was adopted. 

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI): Now, we take 

up the clause-by-clause consideration of the Bill. 

Clause 2 was added to the Bill. Clause 1, the Enacting 

Formula and the Title were added to the Bill. 
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The question was put and the motion was adopted. 

__________ 

MESSAGES FROM THE LOK SABHA 

(I) 

 The Insurance (Amendment) Bill, 2002 

(II) 

The Salary, Allowances and Pension of Members of Parliament  

(Amendment) Bill, 2002 

SECRETARY-GENERAL: Sir, I have to report to the House the 

following messages received from the Lok Sabha signed by the Secretary 

General of the Lok Sabha: 

"In accordance with the provisions of rule 96 of the Rules of 
Procedure and Conduct of Business in Lok Sabha, I am 

directed to enclose the Insurance (Amendment) Bill, 2002, 

as passed by Lok Sabha at its sitting held on the 15"
1 

May, 

2002." 

AND 

"In accordance with the provisions of rule 96 of the Rules of 

Procedure and Conduct of Business in Lok Sabha, I am 

directed to enclose the Salary, Allowances and 'Pension of 

Members of Parliament (Amendment) Bill, 2002, as passed 

by Lok Sabha at its sitting held on the 15
th
 May, 2002." 

Sir, I lay a copy each of the Bills on the Table. 

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI): Now, Shri 

Yashwant Sinha to make a statement clarifying his position in response to 

matter raised by Shri Arjun Singh on 13
th

 May, 2002, regarding alleged 
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