
 
 

 

    
 www.brickworkratings.com 

February 2021 1  

  

SECTOR 
RESEARCH 

SUGAR 

www.brickworkratings.com 

 



 
 

 

    
 www.brickworkratings.com 

February 2021 2  

 Sugar production to rise by 12% to 14% in SS 2020-21 after weak SS 
2019-20 

Sugar Sector Analysis  

 

Executive Summary 

India is globally the second largest sugar producer after Brazil, with the total output pegged at 

27.2 MT during SS* 2019-20. The world has faced unprecedented circumstances during these 

pandemic times, and the sugar industry too has not been an exception to this situation. It 

witnessed subdued demand during the lockdown period because of reduced off-take from key 

customer segments such as HORECA (Hotels, Restaurants and Catering), beverage and 

confectionery. However, all is not gloomy for the sugar industry as price realisations have 

improved over the last few years. The government has also increased the Fair and Remunerative 

Price (F&RP) for sugarcane for the upcoming season to increase farmers’ revenues. Although 

the top sugar companies witnessed a dip in operational and financial performance during FY 

2019-20, they appear to be gradually recovering in the current 2020-21 period.  

The Covid-19 situation has also provided a unique opportunity for the sugar industry to diversify 

into the hand sanitiser business. The government has granted licenses in large numbers to sugar 

companies to manufacture sanitisers. The government has also relaxed export norms for the 

sugar industry, though the global market is still in a recovery phase. 

Demand for ethanol, a key by product of sugar, is expected to grow faster in the near future 

owing to its utility in blending with petrol for reducing pollution. The government has liberalised 

norms with respect to the sourcing and sales of ethanol to Oil Marketing Companies (OMCs). 

Brickwork Ratings (BWR) expects sugar production, consumption, and price realisations in the 

industry to improve during SS 2020-21. BWR also expects the sugar industry’s profit margins to 

improve, but the extent of growth to depend on the pace of containment of the pandemic and the 

structural bottlenecks associated with the industry being addressed. 

 

 

 

 

 

 

 

Note: * SS is Sugar Season i.e. October to September period 
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Introduction 

Sugarcane and sugar production in India usually follows a 5-7 year cycle, wherein 3 to 4 years of higher production are followed by 2 to 3 

years of a slump in production. The area under sugarcane cultivation has steadily improved during the 2009-10 to 2014-15 season, followed 

by decline in the 2015-17 period and an increase in 2017-19 period. Production is highly dependent on monsoon even though a vast 

majority of the sugarcane cultivated area is under irrigation. This is reflected by the fact that there is significant decline in production during 

drought years such as 2009-10, 2015-16 and 2016-17. It indicates the supplementary role of irrigation in sugarcane production compared 

with the monsoon rainfall. Recent trends in sugarcane production also indicate that production growth is more or less directly related to 

good monsoons, an increase in cultivation area and an improvement in productivity. 

 

Sugar recovery rates have gradually improved in recent years from 8%-9% to 10.5%-11.3% levels. However, the highest improvement in 

recovery rates has been found in the Uttar Pradesh, Uttarakhand and Bihar belt due to the higher adoption of high-yielding varieties such 

as Co 0238 and technologically efficient sugar mills. This adoption has caused UP to leapfrog Maharashtra as the leading producer of 

sugar in India in the last 5 years. Sugar recovery levels in India are influenced by factors such as the diurnal temperature difference, 

moderate rainfall, abundant sunlight and low to medium water holding capacity of the soil.  

 

Another trend observed in sugar producing regions is that private sugar mills operate at higher efficiencies and effectiveness with greater 

technology adoption, as compared to state co-operative mills. Sugar recovery and production are likely to improve further with a greater 

capacity building of co-operative sugar mills. 

 

A slightly disturbing trend that can be observed in sugar production is that of falling productivity during the last three decades. Growth in 

productivity levels has more or less been stagnant during the 2010s in India. 

 

Sugar production to rise by 12% to 14% in SS 2020-21 after a weak SS 2019-20 

Sugar production declined by ~16%-17% during the 2019-20 season on account of erratic monsoons, which caused damage to sugarcane 

crops in Maharashtra and Karnataka. Submerged sugarcane fields impacted both the quality and quantity of the sugarcane crop in these 

regions. The combination of a prolonged dry spell in 2018, followed by heavy rainfall around August 2019 increased pest infestation and 

diseases in the sugarcane fields of various regions in the country. These factors brought down the area under sugarcane cultivation in SS 

2019-20. 

 

Hence, India’s opening stock for the 2020-21 season is 21% lower than the previous season on account of lower stock and strong export 

sales in the 2019-20 season. However, SS 2020-21 is likely to present an alternate rosy picture for sugar production. 

 

 

Source: ISMA, CMIE, BWR Research 
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Sugar production for last 10 years and BWR projections for SS 2020-21 (MT) 

 

Source: ISMA, CMIE, BWR Research 

 

 

Source: ISMA, CMIE, BWR Research 

 

BWR expects India’s sugar production to grow by 12% to 14% Y-o-Y to 31.5 MT in the October 2020-September 2021 season. The pan-

India sugarcane area is pegged at 5.23 million hectares (MH) for 2020-21, ~7% higher than the previous year’s cropped area of 4.87 MH. 

Production growth is likely to be driven by Maharashtra and Karnataka as the states have experienced better-than-average south west 

monsoon and an increase in the area under cultivation in SS 2020-21. There is also a moderate increase in the area under sugarcane 

cultivation in Gujarat. 

 

Uttar Pradesh, the country’s largest sugar-producing state, is likely to experience a slight decline in production. This is primarily expected 

due to the slight decline in the area under sugarcane cultivation and higher instances of red rot disease in the state. Sugar production is 

also likely to decline as compared to the last season levels because of the resumption in the normal services of Gur and Khandsari 

businesses, which were under operating during the last season. However, the situation in UP is likely to improve in the coming seasons 

as the farmers in the state is fast replacing existing sugarcane varieties with high yielding, highly resistant varieties. 
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2010-11 24.39 9.05 5.89 3.68 1.85 1.01 1.24 1.68 

2011-12 26.19 8.98 6.97 3.87 2.38 1.13 1.00 2.01 

2012-13 25.76 7.99 7.49 3.47 1.91 0.99 1.13 2.17 

2013-14 24.40 7.96 6.53 4.18 1.38 1.01 1.18 2.41 

2014-15 27.67 10.50 7.09 4.97 1.22 0.56 1.13 2.83 

2015-16 24.49 8.48 6.84 4.05 1.36 0.55 1.17 2.73 

2016-17 19.16 4.28 8.78 2.29 1.18 0.40 0.95 2.84 

2017-18 30.89 10.71 11.71 3.85 0.71 0.48 1.13 3.67 

2018-19 32.85 11.23 11.67 4.02 0.92 0.57 1.17 2.71 

2019-20 27.54 6.10 12.19 3.71 0.84 0.51 1.03 2.33 

2020-21 31.5 9.75 11.90 4.68 0.69 0.56 1.60 2.32 
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A slight decline in the area under cultivation and in sugar production for SS 2020-21 is likely in Tamil Nadu, another major producer. 

Production from other states is likely to remain in line with the previous season’s levels as no major changes were observed in these areas. 

However, as the country-wide area under sugarcane cultivation has significantly improved, higher availability of sugarcane for crushing is 

expected, thereby enabling higher sugar production for SS 2020-21. 

 

Sugar consumption and exports to increase in SS 2020-21 with global demand revival 

The total sugar produced in India is either for domestic consumption or export. Domestic consumption consists of household consumption 

and industrial consumption. Industrial demand for sugar constitutes the majority of Indian domestic sugar consumption, at nearly 60%. 

Household consumption accounts for the balance 40% of the sugar consumption. Due to Covid-19 led disruptions, BWR estimates that 

industrial demand have fallen by 9%-10% and household demand by 3%-4% in 2020. 

 

Production, imports, exports and consumption of sugar in India (MT) 
 

Sugar 
Season 

Opening 
Stock 

Production Imports 
Total 

Supply 
Consumption Exports 

Closing 
Stock 

2014-15 7.47 28.31 0.00 35.79 25.62 1.09 9.08 

2015-16 9.08 25.13 0.00 34.21 24.85 1.66 7.70 

2016-17 7.70 20.29 0.45 28.43 24.51 0.05 3.88 

2017-18 3.88 32.48 0.22 36.57 25.39 0.46 10.72 

2018-19 10.72 33.16 0.00 43.88 25.50 3.80 14.58 

2019-20 14.58 27.20 0.00 41.78 25.00 5.20 11.58 

2020-21 (P)* 11.58 31.50 0.00 43.08 23.10 8.50 11.48 

 

Source: ISMA, CMIE, BWR Research 

 

 

Source: ISMA, CMIE, BWR Research 

 

Despite India being a sugar surplus country, it is not a major sugar exporter in the global market. The primary reason for this is the relatively 

high cost of domestic sugar production as compared to the global average. The high cost of production of Indian sugar at ~Rs. 3600/quintal 

as compared to the global average of ~Rs. 1900/quintal renders Indian sugar uncompetitive in the global export market, leaving no option 

for Indian sugar mills to compete for domestic markets in general and bulk buyers in particular to sell their sugar at even lower than average 

costs of production. The government has been forced to give millers huge subsidies in the last two years to ensure sugar exports remain 

competitive in global markets and that no delay occurs in the payment of arrears to sugarcane farmers. Sugar exports increased from 3.8 
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MT to 5.2 MT during the 2019-20 period. The reasons for this surge are as follows: (a) a 40% drop in sugar production in Thailand in SS 

2019-20, which turned its key importers, namely Indonesia, Kenya, Bangladesh, Afghanistan and Iran, towards India, (b) the weakening 

of the Indian rupee, and (c) the government subsidy of Rs. 10.4 per kg and reallocation of the export quota. 

Due to the high F&RP and State Advised Price (SAP) of sugarcane in India, BWR does not see any reason for the average cost of sugar 

production in India to decline anywhere close to the global average. The government can intervene at any time to further increase the 

F&RP or SAP on account of popular interest. So, the way forward seems to be to divert the sugar juice, and B & C Heavy Molasses 

towards the production of ethanol and other distillery products to improve the overall domestic sugar economy. 

The government is also reconsidering the extension of sugar export subsidies for the near future. BWR expects domestic sugar 

consumption for SS 2020-21 to improve as demand is expected to revive post the pandemic. Additionally, exports are expected to increase 

to ~8-9 MT for SS 2020-21, considering the new opportunities opening up in global markets. 

Sugar prices to remain steady during SS 2020-21, in line with recent trend 

The central government fixes the Minimum Selling Price (MSP) of sugar at the mill level across the country. It was increased from Rs. 

29/kg to Rs. 31/kg on 14 February 2019 and further to Rs. 33/kg in July 2020 w.e.f. 01 October 2020. At the same time, the Union Cabinet 

has also recently approved the hike in the F&RP for SS 2020-21 to Rs. 285/quintal for a basic recovery rate of 10%, from the current levels 

of Rs. 275/quintal, on the recommendation of the Committee on Agriculture Costs and Prices (CACP). The cabinet also approved for a 

premium of Rs. 2.85/quintal for recovery at 11%. The effect of the increase in the MSP is negated by the increase in the F&RP. This 

increase in F&RP is going to further increase the procurement cost burden on sugar millers, considering the expected bumper crop for SS 

2020-21, and stable demand and prices for sugar in the country. 

Sugar price trends over the last 2 years indicate that they have been fluctuating within the price range of Rs. 36-45/kg in the retail market, 

depending on the fluctuations in demand and supply, and agro-climatic situations. In India, a sugar surplus country, prices are highly 

unlikely to go beyond the current trend, unless some exceptional circumstances arise. Domestic sugar prices were expected to be on the 

lower side for SS 2020-21, considering the bumper crop expectation for the season. However, the export volumes, extent of sugarcane 

diversion into by-products such as ethanol and demand for sugar post Diwali festivities will influence the extent of price change during the 

2020-21 season. 

Recent government initiatives to consider the continuation of export subsidies and support the distillery capacity expansion of millers are 

likely to increase exports and ethanol production. Millers are expected to utilise the glut in sugarcane production to the maximum extent. 

Thus, BWR estimates that the pricing for sugar for SS 2020-21 is likely to be around Rs. 42-44/kg in retail markets. 

Strong need for uniform and reflective sugarcane pricing policy 

The pricing of sugarcane is governed by the statutory provisions of the Sugarcane (Control) Order, 1966, issued under the Essential 

Commodities Act (ECA), 1955. Prior to SS 2009-10, the central government fixed the Statutory Minimum Price (SMP) of sugarcane, and 

farmers were entitled to profit sharing from sugar mills on a 50:50 basis. As the profit sharing remained virtually unimplemented, the 

Sugarcane (Control) Order, 1966, was amended on 22 October 2009, and the concept of SMP was replaced by the F&RP of sugarcane 

w.e.f. SS 2009-10. The F&RP is decided on the basis of the CACP’s recommendations post consultation with the state governments and 

after taking feedback from the associations of the sugar industry. 

The F&RP is determined by factors such as the cost of production of sugarcane, returns to farmers and recovery percentage. The F&RP 

for SS 2019-20 had been fixed by government at Rs. 275 per quintal, linked to a basic recovery of 10% subject to a premium of Rs. 2.75 

per quintal for every 0.1% increase of recovery over and above 10% and a reduction in the FRP at the same rate for every 0.1% decrease 

in the recovery rate till 9.5%. However, for SS 2020-21, the Union Cabinet has recently approved a hike in the F&RP to Rs. 285/quintal for 

a basic recovery rate of 10%, on the recommendation of the CACP. The cabinet also approved for a premium of Rs. 2.85/quintal for 

recovery at 11%. 
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Source: ISMA, BWR Research 

The major sugarcane producing states such as Uttar Pradesh follow another sugarcane pricing policy called SAP. The SAP is usually 

higher than the F&RP declared by the Union Government. Millers in these states are mandated to follow the SAP mechanism, thus 

rendering their produce uncompetitive in the markets. Various studies and committees have suggested that the SAP policy should be 

scrapped as it is not reflective of sugar prices in India. For example, of the total cane arrears in the country, 50% were reported to have 

been accounted for by the firms of Uttar Pradesh state alone due to the higher SAP with no link to sugar prices. 

At the same time, the analysis of industry data shows that the F&RP and changes in F&RP have no correlation with the change in sugar 

supply or availability. This has potentially important policy implications if the government wishes to target the price of sugar in the market 

and seeks to link the F&RP of sugarcane accordingly to market demand-supply dynamics. In consideration of all these factors, BWR 

considers that there is a strong need for bringing in a uniform pricing policy for sugarcane, which strongly reflects demand, supply and 

pricing levels of sugar in the country. 

Profits to remain low to moderate, but expected to be higher than traditional margins, despite 

continuance of long-standing structural hindrances 

Indian sugar millers’ profit margins have been traditionally low to moderate due to inherent faults in the pricing mechanism of sugarcane 

and sugar, especially in large sugar producing states such as UP, which follow the SAP mechanism. The SAP prices for sugarcane are 

usually higher than the F&RP and do not reflect true market conditions. The gap between the SAP and FRP has increased over the years 

and was the highest in the year 2012-13. In contrast to this, ex-mill sugar prices have shown a fluctuating trend over the years, and from 

the last few years, a decreasing trend, especially after its deregulation in April 2013 (removal of levy sugar obligation and regulated release 

mechanism of sugar). This clearly shows a mismatch between sugar prices and sugarcane prices. On the one hand, consistently increasing 

sugarcane prices are inflating the cost of sugar production in the sugar industry, and on the other hand, ex-mill sugar prices are stagnant 

and are negatively impacting the gross profit margins of sugar firms. This in turn has resulted in mounting cane arrears to be paid to 

sugarcane farmers, thereby adversely affecting the interests of millers, as well as farmers. 

Sugar profitability in H1FY21 will be further impacted by Covid-19 as it led to reduced demand for sugar and its by-products in the market. 

One of the sugar industry’s major customers segments, HORECA, was suspended during the lockdown period. It led to a huge pile up of 

inventory of sugar with millers. Similarly, due to less demand for fuels in the lockdown period, oil companies were reluctant to buy ethanol 

from sugar millers. All the key sugar export markets have been shut down due to the pandemic. At the same time, news that Brazilian 

sugar production is set to increase drastically has kept prices muted in the key markets. All these factors will play a key role in the profit 

margins of sugar millers declining for the first half of the financial year. BWR expects the profit margins to drop by 3%-3.5% during H1FY21. 
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Positive factors that are expected to improve profitability for SS 2020-21 are the expectation of bumper production for SS 2020-21, decision 

of government to continue export subsidies for sugar, opening up of new export markets in 2019-20, recommendation of the Group of 

Ministers (GoM) and NITI Aayog to Cabinet to increase the MSP of sugar from the current Rs. 31/kg to Rs.33/kg, and cabinet approval for 

a hike in the basic price of ethanol from December 2020. 

Negative factors that are likely to affect the profitability are the rise in the number of Covid-19 cases in the key export markets, higher 

F&RP and SAP for sugarcane in key producer states for the season, MSP being still lower than the average cost of production i.e. ~Rs. 

35-36/kg, and expected higher production implying a negative impact on sugar prices as sugar millers are forced to sell at lower rates than 

the MSP. 

The extent of profitability growth or decline for the sugar millers during SS 2020-21 is likely to hinge on the extent of tilting to the 

aforementioned positive or negative factors, respectively. 

 

Source: ISMA, BWR Research 
 

Mentioned below are some key figures with respect to the top players in the sugar industry to help gauge their operational 

and financial performance in FY 2019-20. 

 
Source: Company Report 
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Source: Company Report 

 

  

-10

-5

0

5

10

15

20

-1000

0

1000

2000

3000

4000

5000

6000

7000

8000

EID Parry Bajaj
Hindusthan

Sugars

Shree Renuka
Sugars

Balrampur
Chini Mills

Bannari
Amman Sugars

Financial performance of top sugar companies for FY20

Revenue (Rs Cr) EBITDA (Rs Cr) PAT (Rs Cr)

ROCE (%) ISCR (times)



 
 

 

    
 www.brickworkratings.com 

February 2021 10  

 

 

 

ABOUT BRICKWORK RATINGS 

Brickwork Ratings is India’s home-grown credit rating agency built with superior analytical prowess from industry’s most experienced credit analysts, bankers and 

regulators Established in 2007, Brickwork Ratings aims to provide reliable credit ratings by creating new standards for assessing risk and by offering accurate and 

transparent ratings. Brickwork Ratings provides investors and lenders timely and in-depth research across the structured finance, public finance, financial institutions, 

project finance and corporate sectors. Brickwork Ratings has employed over 350 credit analysts and credit market professionals across 8 offices in India. Our 

experienced analysts have published over 12,000 ratings across asset classes. Brickwork Ratings is committed to provide the investment community with the 

products and services needed to make informed investment decisions. Brickwork Ratings is a registered credit rating agency by Securities and Exchange Board of 

India (SEBI) and a recognised External Credit Assessment Agency (ECAI) by Reserve Bank of India (RBI) to carry out credit ratings in India. Brickwork Ratings is 

promoted by Canara bank, India’s leading public sector bank. More on Canara bank available at www.canarabank.co.in 

BWR Rating criteria is available at https://www.brickworkratings.com/ratingscriteria.aspx 

Brickwork Ratings (BWR), a SEBI registered Credit Rating Agency, has also been accredited by RBI and empaneled by NSIC, offers Bank Loan, NCD, Commercial 

Paper, MSME ratings and grading services. NABARD has empaneled Brickwork for MFI and NGO grading. BWR is accredited by IREDA & the Ministry of New and 

Renewable Energy (MNRE), Government of India. Brickwork Ratings has Canara Bank, a Nationalized Bank, as its promoter and strategic partner. 

BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad, Chandigarh, Chennai, Guwahati, Hyderabad, Kolkata, Mumbai 

and New Delhi along with representatives in 150+ locations. BWR has rated debt instruments/bonds/bank loans, securitized paper of over ₹ 10,00,000 Cr. In addition, 

BWR has rated over 6300 MSMEs. Also, Fixed Deposits and Commercial Papers etc. worth over ₹24,440 Cr have been rated. 

 

DISCLAIMER 

Copyright © 2021 by Brickwork Ratings India Pvt Ltd., 3rd Floor, Raj Alkaa Park, 29/3 & 32/2, Bannerghatta Main Rd, Kalena Agrahara, Bengaluru, Karnataka 

560076.Telephone: +91 80 4040 9940.  Fax: +91 80 4040 9941. Reproduction or retransmission in whole or in part is prohibited except by permission.  All rights 

reserved.  In issuing and maintaining its ratings, Brickwork Ratings relies on factual information it receives from issuers and underwriters and from other sources 

Brickwork Ratings believes to be credible.  Brickwork Ratings conducts a reasonable investigation of the factual information relied upon by it in accordance with its 

ratings methodology, and obtains reasonable verification of that information from independent sources, to the extent such sources are available for a given security 

or in a given jurisdiction.  The manner of Brickwork Ratings’ factual investigation and the scope of the third-party verification it obtains will vary depending on the 

nature of the rated security and its issuer, the requirements and practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, 

the availability and nature of relevant public information, access to the management of the issuer and its advisers, the availability of pre-existing third-party 

verifications such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by 

third parties, the availability of independent and competent third-party verification sources with respect to the particular security or in the particular jurisdiction of the 

issuer, and a variety of other factors.  Users of Brickwork Ratings’ ratings should understand that neither an enhanced factual investigation nor any third-party 

verification can ensure that all of the information Brickwork Ratings relies on in connection with a rating will be accurate and complete.  Ultimately, the issuer and its 

advisers are responsible for the accuracy of the information they provide to Brickwork Ratings and to the market in offering documents and other reports.  In issuing 

its ratings Brickwork Ratings must rely on the work of experts, including independent auditors with respect to financial statements and attorneys with respect to legal 

and tax matters.  Further, ratings are inherently forward-looking and embody assumptions and predictions about future events that by their nature cannot be verified 

as facts.  As a result, despite any verification of current facts, ratings can be affected by future events or conditions that were not anticipated at the time a rating was 

issued or affirmed. 

THE INFORMATION IN THIS REPORT IS PROVIDED “AS IS” WITHOUT ANY REPRESENTATION OR WARRANTY OF ANY KIND.  A Brickwork Ratings rating 

is an opinion as to the creditworthiness of a security.  This opinion is based on established criteria and methodologies that Brickwork Ratings is continuously 

evaluating and updating.  Therefore, ratings are the collective work product of Brickwork Ratings and no individual, or group of individuals, is solely responsible for 

a rating.   The rating does not address the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned.  Brickwork Ratings is not engaged 

in the offer or sale of any security.  All Brickwork Ratings reports have shared authorship.  Individuals identified in a Brickwork Ratings report were involved in, but 

are not solely responsible for, the opinions stated therein.  The individuals are named for contact purposes only. A report providing a Brickwork Ratings rating is 

neither a prospectus nor a substitute for the information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of 

the securities. Ratings may be changed or withdrawn at any time, for any reason in the sole discretion of Brickwork Ratings.  Brickwork Ratings does not provide 

investment advice of any sort.  Ratings are not a recommendation to buy, sell, or hold any security.  Ratings do not comment on the adequacy of market price, the 

suitability of any security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to any security.  Neither Brickwork Ratings nor 

its affiliates, third party providers, as well as their directors, officers, shareholders, employees or agents (collectively, “BWR Reps”) guarantee the accuracy, 

completeness or adequacy of the Report, and no BWR Reps shall have any liability for any errors, omissions, or interruptions therein, regardless of the cause, or for 

the results obtained from the use of any part of this publication. In no event shall any BWR Reps be liable to any party for any direct, indirect, incidental, exemplary, 

compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and 

opportunity costs) in connection with any use of any part of the Report even if advised of the possibility of such damages. Brickwork Ratings receives fees from 

issuers, insurers, guarantors, other obligors, and underwriters for rating securities. 

 

http://www.canarabank.co.in/
https://www.brickworkratings.com/ratingscriteria.aspx

