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SANJEEB MUKHERJEE, KRISHNA KANT  

& DEV CHATTERJEE 

New Delhi/Mumbai, 14 July 

With lenders declaring 
Bajaj Hindusthan 
Sugar, one of the 

biggest sugar producers in Uttar 
Pradesh, a non-performing asset 
(NPA), the entire sugar sector in 
the state — apart from the com-
pany’s future itself — has been 
pushed into uncertainty. This is 
largely because of the sheer size 
of the company and the number 
of farmers directly associated 
with it for their income. 

Bajaj Hindusthan has an 
over 12 per cent share in the total 
sugar produced in Uttar Pradesh 
in the 2021-22 season that will 
end in September and an over 
13 per cent share in the number 
of farmers directly associated 
with the sugar sector. It operates 
14 sugar mills across UP, making 
it one of the largest companies 
in the sector. 

“With such big numbers, 
Bajaj’s NPA declaration will re -
flect badly on the overall health 
of UP’s sugar sector, both in ter -
ms of cane dues to be cleared of 
farmers, investor perception, 
government perception and the 
general view of the sugar sector,” 
a senior industry official said. 

He added, though, that 60-
65 per cent of the sugar compa-
nies in UP have cleared their 
sugarcane dues to the farmers; 

the remaining ones that delay 
payments due to their internal 
troubles give the entire industry 
a bad name. “This includes 
companies like Bajaj 
Hindusthan,” he pointed out. 

Industry officials said Bajaj 
won’t stop crushing sugar but 
after the NPA label, it will find it 
difficult to get bank support 
since two previous debt restruc-
turing exercises have failed. “A 
sense of un certainty 
will hang over its abil-
ity to make timely 
payments for sugar-
cane bought from far -
mers, which could 
have a significant fall-
out sin ce it impacts 
almost 0.6 million 
farmers,” another 
official said. 

Overall, industry 
players said besides a 
few standouts such as 
Bajaj, the health of 
UP’s sugar industry has imp -
roved in the last few years. The 
strong focus on ethanol, a slight 
imp rovement in sugar prices, st -
eady exports and so on have im -
p roved cash flows of UP-based 
sugar companies and boosted 
their ability to clear sugarcane 
dues accruing to farmers. 

This is reflected in the fact 
that around 82 per cent of sug-
arcane dues accruing to farmers 
in the 2021-22 season had been 
paid till early July. 

“Even if sugar mills that 
don’t have an attached distillery 
are making good money it is 
because molasses rates have 
risen to almost ~800 per quintal 
this year compared to ~500-550 
per quintal a few years back,” 
the official said. 

Sugar companies are also 
setting up grain-based distiller-
ies to compensate for the sea-
sonality of sugarcane availabil-

ity. “Net net, the 
health of UP’s sug-
ar sector is not 
looking as bad as it 
was a few years 
back,” the official 
explained. 

So why is Bajaj 
Hindusthan Sugar, 
once a storied 
company in the 
domestic sugar 
industry, in such 
bad shape? The 
company has been 

facing financial problems for 
nearly a decade now due to a 
combination of high debt and 
poor profitability. Its financial 
metric deteriorated after the 
company split from the patri-
arch Rahul Bajaj’s family in 2008 
following a bitter public fracas 
and came under the control of 
his brother Shishir Bajaj. 
Shishir’s son, Kushagra, is cur-
rently chairman and has been 
at the helm since October 2014. 

The company last reported 

a net profit in FY12. Since then, 
it has been reporting losses year 
after year (see box). For example, 
the sugar maker reported a net 
loss of ~267.54 crore in FY22, 
though that was an improve-
ment on a net loss of ~290.8 crore 
the year before. The company’s 
net sales were, however, down 
13.7 per cent year-on-year to 
~5,607.6 crore last fiscal, the low-
est in the last five years. 

Including FY22, the compa-
ny has now cumulatively lost 
~4,729 crore in its operations in 
the last 10 years. These losses 

have resulted in a steady erosion 
in its net worth despite an infu-
sion of fresh equity capital in 
recent years. 

Bajaj Hindusthan Sugar is 
now one of the most indebted 
top tier sugar makers with debt-
to-equity ratio of 2.11x in FY22. 
Worse, the company’s total debt 
at the end of FY22 was nearly 24 
times its operating profits or 
EBITDA in FY22. 

These losses are largely due 
to the interest burden that eats 
away the lion’s share of the oper-
ating profits that the company 

generates from its business. The 
company has tried to mitigate 
this by reducing its overall ind -
e btedness through debt repay-
ment. Bajaj Hindusthan has 
reduced its gross debt (on a con -
solidated basis) by 45 per cent 
in the last 10 years, from an all-
time high of ~8,759 crore at the 
end of September 2011 to ~4,814 
crore at the end of this March. 

This led to a sharp decline in 
its interest burden but this red -
uction was not enough because 
operating profit declined even 
faster during the period. The 

company’s annual interest bur-
den is down 71 per cent from a 
record high of ~889 crore in FY15 
to ~254 crore last fiscal. The 
decline in its operating profit 
has been faster. The company’s 
operating profit is down 80 per 
cent from a high of ~1,010 crore 
in FY12 to ~197 crore last fiscal. 

The latest crisis for the com-
pany arises from the fact that 
for the second year in a row in 
FY22, it can’t service its debt due 
to inadequate operating profits. 
The company’s interest burden 
exceeded its operating profits in 
both FY21 and FY22. For exam-
ple, the company reported oper-
ating profit of ~197 crore in FY22 
against interest costs of ~254 
crore in the same period. 

This has forced rating agen-
cies to downgrade the sugar 
company’s credit rating to D or 
default. “The revision in the rat-
ings assigned to the bank facili-
ties of Bajaj Hindusthan Sugar 
Limited (BHSL) takes into 
account the ongoing delays in 
the debt servicing which are on 
account of BHSL’s poor liquidity 
position resulting from cash 
flow mismatches,” writes CARE 
Ratings in its rating report on 
the company. 

Group officials declined to 
comment but an external advi-
sor to the group said it has given 
banks a new debt restructuring 
proposal, which is under con-
sideration. The plan involves 
selling the group’s profit-making 
arms and repaying banks. The 
banks want promoters to bring 
in ~1,500 crore to the table as 
their contribution to the debt re -
cast plan. The company also 
owns a minority stake in an elec-
tricity generation firm, which 
could be sold to repay lenders. 

But it will be now up to the 
lenders whether to give promot-
ers, who now own 25 per cent of 
the company, another opportu-
nity or look for other options.
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Bajaj Hindusthan 
faces a sour future
The indebted company needs money to shore up its 
operations but its NPA tag makes raising funds difficult

Including FY22, 
the company 
has now 
cumulatively 
lost ~4,729 crore 
in its operations 
in the last 10 
years. These 
losses have 
resulted in a 
steady erosion 
in its net worth

POOR GROWTH AND  
STEADY LOSSES (~cr) 
Historical trends in Bajaj Hindusthan 
Sugar net sales & net profit

2: HIGH INTEREST BURDEN (~cr) 
Historical trends in Bajaj Hindusthan operating profit  
and interest burden

3: DEBT REMAINS HIGH (~cr) 
Historical trends in Bajaj Hindusthan 
networth and debt

Source: Capitaline 

PEERZADA ABRAR 

Bengaluru, 14 July 

Based on feedback from the 
driver community, Uber is 
making a slew of changes to 
its ride-hailing platform in 
India including the roll-out of 
an unconditional upfront 
drop-off destination across 
India. Among other changes 
are smoother app login and 
enhanced support for drivers 
on the Uber platform. 

Uber has come up with 
these initiatives after hosting 
the second meeting of its Nat -
ional Driver Advisory Council 
(DAC) in Bengaluru. DAC was 
launched in March to facili-
tate a dialogue between Uber 
and drivers across six metro 
cities to address key issues. 

“DAC is our earnest atte -
mpt to get authentic feedback 
from drivers and deepen our 
engagement with them,” said 
Shiva Shailendran, director, 
supply and cities operations, 
Uber India and South Asia. 

Encouraged by a dip in the 
number of trip cancellations 
after its pilot launch in May, 
Uber has decided to do away 
with the trip acceptance thre -
shold and rolled out the un -
conditional upfront drop-off 
destination feature in all cities. 
Shailendran said this feature 
was now being tested in mar-
kets globally, including the US 
and Latin America. 

Uber has now also intro-
duced an OTP-based login 
that will help drivers to log in 
to the app without the need 
to remember passwords or 
other details.

Uber’s slew 
of changes 
for drivers

BITTER TRUTHS

ISHAAN GERA 

New Delhi, 14 July 

In 2013, researchers at Colu -
mbia University, Princeton 
and DONG Energy reached 
an interesting conclusion. 
They found that raising pol -
iticians’ salaries did not nec -
essarily improve govern -
ance. It may even have the 
opposite effect, according to 
the research published in 
Chicago Booth Review. 

The researchers studied 
the impact of salary revis i -
ons for the European Un i -
on’s members of parliament 
and concluded that salary 
hikes had an insignificant 
effect on work and 
attendance. There are other 
studies, however, that 
conclude the opposite. 

Such hikes make head -
lines because politicians, 
and not market forces, 
determine their salaries. In 
India, the latest to upgrade 
are Delhi MLAs, who 
approved a pay revision of 
66 per cent after 11 years. 

Even after the revision, 
Delhi MLAs will not be the 
highest paid in India. An 
analysis based on govern -
ment sources and media 
reports shows Telangana 
MLAs enjoy the highest 
remuneration. Telangana 
MLAs earn 2.7 times more 
per month in allowances 
and salary than the ~90,000 
a Delhi lawmaker will get 
post-revision. Among the 
larger states, Maharashtra 
pays ~230,000 monthly to its 
legislative assembly and 
council members, whereas 
Karnataka pays ~205,000. 

The analysis found Bihar 
had the widest gap between 
an aam aadmi’s income and 
MLA salary and benefits. 
The difference between 
MLA salary in Bihar and the 
per capita net state domestic 
product was 34.6 times. 
After the salary revision, an 

MLA will get triple the 
amount an average person 
in Delhi earned in 2019-20. 

The gap is wider in some 
other states. In Telangana, 
the compounded annual 
growth rate in MLA salaries 
was 21.5 per cent between 
2011 and 2016. Per capita 
income in the state grew 
only by 10.1 per cent between 
2011-12 and 2019-20. (2011 
figures are from the state of 
Andhra Pradesh prior to 
bifurcation). The salary of 
members of parliament had 
witnessed a CAGR of 8.7 per 
cent between 2011 and 2018. 

The calculations do not 
consider all the benefits that 

MLAs and MPs enjoy. Most 
state governments bear inc -
ome tax for MLAs. The state 
exchequer covers travel 
expenses to the tune of lakhs 
of rupees per MLA. Uttar 
Pradesh grants nearly ~4 
lakh of rail cou p ons to MLAs 
for travel. MLAs and MPs are 
entitled to a pe n sion if they 
serve five years in office. In 
some stat es, pen sions are 
higher than the ba sic salary. 
A person aged 30 will have to 
work 35 years and contribute 
~3,200 per month to earn a 
pension of ~50,000 at retire -
ment, in some states people 
can do so by getting elected 
as an MLA for just one term.

PERKS OF POLITICS:  
IT PAYS TO BE AN MLA
Delhi lawmakers have given themselves pay hike, joining 
counterparts in widening the gap with voters’ income

TELANGANA MLAs ARE THE HIGHEST PAID 

SALARY GAP HIGHEST IN BIHAR

MLA INCOME GREW FASTER IN SOME STATES
(compounded annual growth rate, %) 
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