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Ahmednagar is known as sugar bowl of Maharashtra. Cooperative sector is dominant 
in its sugar industry. It has been playing significant role in overall socio-economic 
development of the District for the past six decades. The industry has achieved 
spectacular growth owing to the conducive environment in the District. It has become 
a movement and contributed significantly to the industrial development of the 
District. But in the recent past this one time champion industry is faced with various 
grave problems like Corruption, Mismanagement, and Delayed in Decision Making, 
Problems of Price Crash, Natural Vagaries and Infamous Sugar Cycle, Shortage of 
Sugarcane, Threat of Privatization, Levy System and so on. Therefore there is an 
urgent need to take review of these problems and identify remedies thereon for the 
protection of millions of farmer dependent on the industry.  
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Introduction:- 

 Ahmednagar has a remarkable history and tradition of cooperative sugar 
industry. The district has been known as pioneer of cooperative movement.. 
Ahmednagar under tropical belt and has adequate irrigation facilities and suitable 
climate for sugarcane. Therefore cooperative sugar industry is deep rooted and grown 
in the state since 1950 when Pravara experiment took place in Ahmednagar District. 
At present, the District  has 18 registered sugar factories.  

 Over a last decade the sugar cooperatives in Ahmednagar have  been facing 
some grave problems. The industry that has transformed the life of millions of farmers 
and societal development, has been striving hard for its very existence. Gone are the 
days when the industry has royal patronage, Now it begging for  the government aid 
for its survival. The problems faced by the industry are of two types namely, self 
generated problems and the problems emerging from the new economic policy.   

Objectives and Methodology:-  

            The main intension of this research paper is to find  out the problems which 
are facing by the sugar co-operatives in Ahmednagar District. This research is based 
on the secondary data which is furnished from the Economic Survey of Maharashtra 
& Ahmednagar District, some reports published by the Maharashtra State Co-
Operative Sugar Factories Federation Ltd., National Federation of Cooperative Sugar 
Factories Limited and various websites related to sugar industries. 

Abstract 
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The problems of sugar cooperatives in Ahmednagar District 

1.  Corruption:- 

          Cooperative sugar industry in Maharashtra has been eroded by corruption. It is 
the only grower owned enterprise. Even a small farmer can be member of the factory 
and further he can lead factory in a capacity of director or a chairman. However, most 
of the member farmers are illiterate or semi-illiterate and have least financial interest. 
The structure of cooperative sugar factories itself doesn’t have any financial 
accountability over the persons at the helm of the affairs. The basic philosophy of 
cooperative form of enterprise is to protect collective interest of the small and weaker 
sections of the society. In real practice the very objective of cooperation is defeated.  
The working of the sugar cooperatives is dominated by few large farmers who use 
cooperatives as a tool to serve their personal interest. Instead of safeguarding 
economic interest of small farmers, they are protecting their personal political and 
financial interest through the corrupt practices. Financial unaccountability, high 
political ambitions, greed of wealth and money leads to corruption. 

2. Mismanagement:- 
 The mismanagement in sugar cooperatives is exhibited in form of unskilled and 

untrained workforce, vested political interest, absence of modern management tools 
and techniques, lack of foresightedness, absence of quick decision making process, 
delayed and vested decisions, high authority and low accountability etc. Due to these 
circumstances private professional managements are either taking over the sick sugar 
cooperatives on lease or purchasing them in the course of liquidation.          

3. Delayed in Decision Making:- 

        The decision-making is delayed because of the high number of people involved 
in the process. Another issue is that of vagaries of nature. Sugar industry is grossly 
governed by natural vagaries and the infamous sugar cycle of two years surplus 
followed by one year of shortage.   

4.  Problems of Price Crash: 

        After bumper production, the price of sugar falls rapidly and significantly. 
Sometimes price of sugarcane as raw material is higher than price of sugar. The 
impact of the price crash will ultimately be felt by sugarcane farmers. As the factories 
run into losses payment to farmers delayed automatically. Consequently cane planting 
goes down and crop pattern changes. Sometimes to control the situation government 
interferes and lifts the ban on exports and creates buffer stock, but decision has not 
been implemented immediately, it comes into existence when global price crashes.  

5.  Natural Vagaries and Infamous Sugar Cycle: 

   As Ahmednagar alls under tropical belt, sugarcane cultivation in the District 
is largely depend on monsoon and agro climate. Sugarcane crop requires adequate 
water and sunlight. A vagary of weather significantly affects the sugarcane production 
in the District. The sugar industry is well-known for decades for its cycles of 
surpluses and shortages, typically every five to seven years.  
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Higher sugarcane and sugar production results in a fall in sugar prices and 
nonpayment of dues to farmers. This compels the farmers to switch to other crops 
thereby causing a shortage of sugarcane, resulting in steep increase in sugarcane 
prices and extraordinary profits. Taking into account the prevalent higher prices 
sugarcane, farmers then switch back to sugarcane. Normally two or three year surplus 
follows by two or three year’s shortage. 

 
     6.  Shortage of Sugarcane- 

Ahmednagar is being known as top producer of sugarcane and sugar, but the 
District now experiencing capricious sugarcane availability due to estimated shortfall 
of at least 30% in its cane yield. Availability of sugarcane is normally depends upon 
area under cultivation, climate and irrigation facilities, crop diseases and pests, 
infamous sugar cycle and diversification to other crops. Moreover development of 
state sugar industry is also uneven. Where there are adequate irrigation facilities, 
factories can take season more or less 160 days and recovery of that particular region 
is comparatively high i.e. 11.5% to13.75%, but where there is inadequate irrigation 
facilities and lower rainfall factories cannot take crushing season more than 120 days 
and their recovery is also low in between 9% to10.5%. Considering these all factors, 
availability of sugarcane in the District is not enough. 

                    
    7.  Threat of Privatization: 

Sugar cooperatives in Ahmednagar have been facing emerging challenge of 
Privatization.  In the process of decontrolling   industry is de-licensed on 11th August, 
1999. Before delicensing the cooperative sector has clean sweep in the District. The 
number of private factories in the state was limited to four only. After de-licensing the 
number of private factories in the District increased rapidly. The private sector is 
forged ahead not only in forming new units but they are acquiring sick cooperative 
sugar factories in the District. Thirteen cooperative sugar factories are already 
liquidated, thirty five are in the process of liquidation and twenty seven are leased out 
to either private management or well managed cooperatives. Around 40% sugar 
cooperatives in the state are declared as sick.  

     8.  Levy System: 

 Sugar is under purview of Essential Commodity Act, 1955. It means that the 
government controls sugar capacity additions through industrial licensing and 
determines the price of sugar and the quantity that can be sold in the open market and 
through Public Distribution System. It is one of the major hurdles faced by sugar 
cooperatives. Maximum levy percentage in the country was 70% and at present it is 
10% levy and 90% free sale. It means that the sugar factories are expected to 
surrender 10% of their production at price below the market rate which is fixed by the 
Government for Public Distribution System. Unfortunately since 2003-04 
Government has not been revised rates of levy sugar. After surrendering 10% of 
output as levy the remaining 90% is sold by sugar factories in restricted marketing 
environment. The Government releases what is called monthly free sale quota to 
factories to be sold within stipulated time frame. Levy system and free sale quota 
system are believed to be restricting growth of sugar industry. 

     9.  Other Challenges: 
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 Apart from the main problems discussed above the other challenges faced by 
the sugar cooperatives in the Ahmednagar District are: competition from Gur and 
Khandsari industry, burden of various taxes (like purchase tax, income tax, excise 
duty), higher cane price, problems of cane cutters labor troops, decreasing yield of 
sugar cane, high production cost, over staffing and so on. Such hindrances are 
affecting the growth of sugar cooperatives. 

Conclusion: 

            Undoubtly, co-operative sugar factories have played important role in 
development of Ahmednagar District, but last Few Years co-operative sugar industry 
is facing the various problems. If these are not solved in time, the very existence of 
sugar industry would be in danger in future. 
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