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CASE COMMENT- SHRI RAMA SUGAR INDUSTRIES VS. STATE OF ANDHRA 

PRADESH 

Mrinal Kaushik* 

INTRODUCTION 

Shri Rama Sugar Industries vs State of Andhra Pradesh,1 Shri Rama Sugar Industry was an 

expanding sugar factory in Andhra Pradesh with a significantly high growth rate. The case 

under controversy entails the applicability of tax exemption under the Andhra Pradesh 

Sugarcane (Regulation of Supply and Purchase) Act, 19612 (hereinafter “the Act”). 

Section 213 under the scheme of the Act, the power to the State Government to charge or even 

to offer purchase tax on sugarcane presented to plants. Section 21(1)4 empowers the 

government, through a notification, to impose a tax of five rupees per metric ton on sugarcane 

purchased to be used, consumed or sold to sugar factories. In line with this, Section 21(3)5 also 

gives the government the discretionary ability to grant exemptions on such tax. This exemption 

can be used in two circumstances: 

1. In case of any newly established sugar factory, which may, by way of exemption, be 

free during a period of three years from the date of the beginning of crushing. 

2. In the case of any factory which may have significantly extended its operations, to the 

extent of such process, over a period of three years since the date of completion of such 

process. 

Shri Rama Sugar Industry, which had made significant expansion on its part, sought to be 

exempted under Section 21(3)(b)6 of the Act. But, in practice, the Andhra Pradesh Government 

                                                             
*BBA LLB (HONS.) SYMBIOSIS LAW SCHOOL, NAGPUR. 
1 Shri Rama Sugar Industries vs. State of Andhra Pradesh 1974 SCC (1) 534 
2 Andhra Pradesh Sugarcane Regulation of Supply and Purchase Act (1961) 
3 Andhra Pradesh Sugarcane Regulation of Supply and Purchase Act (1961), s. 21 
4 Andhra Pradesh Sugarcane Regulation of Supply and Purchase Act (1961), s. 21(1) 
5 Andhra Pradesh Sugarcane Regulation of Supply and Purchase Act (1961), s. 21(3) 
6 Andhra Pradesh Sugarcane Regulation of Supply and Purchase Act (1961), s. 21(3)(b) 
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had been giving such an exemption mostly to cooperative sugar factories and thus restricted 

the benefit of the statutory provision. The petitioner argued that such a selective application 

was equal to an arbitrary exercise of discretion. 

The essence of the complaint was that by so limiting exemptions, the government had gone 

beyond the lines of the discretion endowed in it by Section 21(3) of the Act. The factory thus 

appealed to the Court, and the question as to whether the move of the government, in restricting 

the benefit of the tax exemption, to cooperating sugar factories, conformed with the purpose of 

the act and within the area of lawful discretion, was presented there. 

BACKGROUND  

In this present case, Shri Rama Sugar Industry was a fast-growing sugar factory in Andhra 

Pradesh that was granted a tax exemption under the Act. The main issue in the case arose 

whether the government of Andhra Pradesh can exempt the above-mentioned factory from 

paying tax as per sections 21(1) and 21(3) of the Act. This section allows the government to 

levy tax on the buying and selling, use, and consumption of sugarcane in the factories.  

Furthermore, Section 21(3) of the Act gives the government the power to exempt new factories 

for 3 years and substantially expanded factories for two years from the date on which the 

factory completed its expansion.  

A similar issue was raised before the High Court of Andhra Pradesh through a writ petition, 

and the court dismissed the petition, giving the reason that the government has the power to 

levy tax. The court supported the government's right to impose the tax and found that the 

government was not arbitrarily limited.  The High Court interpreted the law and stated that the 

provision of section 21(3) of the Act did not bind the discretion exercised by the government, 

as the whole objective behind this Act was to encourage the new sugar factories to expand, 

thus not imposing taxes on such new factories.  Therefore, based on the reasoning mentioned 

above, the High Court dismissed the writ petition.  

It thus upheld the authority of the government to levy tax, and the government will also 

maintain its absolute discretionary power to grant exemption under those stated conditions. 

This judgment was therefore appealed in the Hon’ble Supreme Court.  
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ANALYSIS 

The decision made by the Supreme Court in the case of Shri Rama Sugar Industry is of interest 

in how the court considers the limits of discretionary powers vested in the executive, especially 

in the issue of taxation and industrial policy. The Court finally determined that the Andhra 

Pradesh government did not exceed its discretion, under Section 21(3) of the Act, by limiting 

exemptions to new cooperative sugar factories or only to cooperative sugar factories that were 

expanding substantially. This conclusion appears to be consistent with the established 

principles of administrative law at first, but a more in-depth analysis shows that there are gaps 

that allow for criticising the decision. To begin with, the Court’s reliance on English precedents 

such as R v. Port of London Authority, Padfield v. Minister of Agriculture,7 and British Oxygen 

v. Minister of Technology8 was methodical and appropriate. Taken together, these cases 

produce the doctrine that discretionary powers may not be exercised arbitrarily or to frustrate 

the statutory object, but it does not follow that discretionary powers must be exercised in every 

case, or in such a way that all applicants would be treated identically. The principle of 

legitimate adoption of policy without abandoning discretion had been underscored in Port of 

London Authority, the court in Padfield had cautioned against frustrating statutory objects, and 

in British Oxygen it was made clear that, despite adoption of a general policy, authorities 

should remain open to exceptional cases. The application of these principles by the Supreme 

Court was quite justified, and it was acknowledged by the court that economic and taxation 

policies would be unable to operate efficiently when governments are deprived of flexibility. 

With that said, the ruling can be said to take quite a lenient position on executive action. The 

Court found the justification by the government, that the exemption was intended to promote 

new or larger factories, mostly consistent with the face of it. It failed adequately to inquire 

whether this policy was actually promoting the welfare of sugarcane farmers and the industry 

in general, or whether it was simply giving benefits selectively to cooperative factories. This is 

not a trivial point, given that the discretionary authority in Section 21(3) of the Act was 

intended to enhance the growth of industry on a macro scale, rather than to advantage some 

parts of the sugar industry at the expense of others. The Court failed to avail itself of an 

opportunity to render a clarification in its view on how executive discretion needed to be in 

conformance with not just the letter but also the spirit of the law. 

                                                             
7 R v. Port of London Authority, Padfield v. Minister of Agriculture (1968) UKHL 1 
8 British Oxygen v. Minister of Technology (1971) AC 610  
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Another area of concern lies in the absence of judicial commentary on the potential risks of 

policy capture. When left to play, discretionary powers can be susceptible to the influence of 

powerful interest groups. By approving the selective enforcement of the government to the 

exclusion of clear limits and guidelines, the Court might have unwillingly provided a loophole 

in allowing future governments to design the policies of exemption in a manner that will benefit 

certain categories of enterprises in the name of industrial development. A more prudent and 

moderate measure would have been to maintain the discretion of the government, but also to 

provide parameters to provide clarity, justice and non-arbitrariness in the dispensation of 

exemptions. 

The tension between judicial restraint and judicial responsibility also comes into being in the 

judgment. On the one hand, it is not surprising that the Court did not intend to interfere in the 

policy-making sphere, in particular when it comes to economic affairs, wherein legislative and 

executive branches are more experienced in considering practical issues. Conversely, the 

judiciary plays an equally significant role in making sure that this discretion is not used to 

weaken equality or lead to indirect discrimination. The Court can have underscored its role as 

a check against arbitrary decision-making by overruling on restraint. 

Lastly, the Court of Appeal could have better addressed the reasoning by engaging more with 

the dimension of the impact of the policy. Even though the promotion of cooperative factories 

could have been reflective of state interests, it is also worth considering whether other types of 

sugar factories, the private ones, which also play an equal role in the production and hiring 

process, were unfairly discriminated against by not being granted exemptions. An exclusionary 

strategy, as reasonable as an economic policy, can lead to making the industry competition 

skewed. The Court, by not looking into these wider impacts, makes the endorsement of the 

government position incomplete. 

In sum, the decision made by the Supreme Court creates a balance that is more on maintaining 

the discretion of the government rather than promoting the fair use of the benefits provided in 

the statutes. The ruling supports the fact that discretionary authority does not need to be applied 

uniformly, but its inability to discuss the fairness and long-term impact of selective exemptions 

exposes the verdict to criticism. Although judicial restraint in economic policy is quite 

justifiable, a more subtle solution would have involved deference coupled with insistence on 

fairness and transparency to render the decision more solid. The case also ends up reminding 
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us that, as much as discretion is needed in governance, unchecked discretion has its own 

dangers, and the courts ought to be watchful of it. 

CONCLUSION  

The case of the Shri Rama Sugar Industry demonstrates how close the line between the 

judiciary and executive power can be with regard to taxation and regulation of the economy. 

The Supreme Court reaffirmed a judicial practice by confirming that Andhra Pradesh 

government had not overstepped its authority in the application of Section 21(3) of the Andhra 

Pradesh Sugarcane (Regulation of Supply and Purchase) Act, 1961, according to which the 

courts will rarely interfere with executive policy choices provided that these choices do not 

seem capricious or opposed to the purpose of the statute. 

The rationale of the Court that relies on precedents like R v. Port of London Authority, Padfield 

v. Minister of Agriculture, and British Oxygen v. Minister of Technology, emphasises the fact 

that discretionary powers are supposed to be tricky instruments in governance. They are not 

absolute, though they do not have to be applied in a consistent way to all applicants. This 

becomes critical especially in the area of taxation and industrial development, where the 

governments have to take into consideration conflicting interests, revenue development and 

long-term economic objectives. In this light, the Court has allowed the State to have freedom 

to base its policy on encouraging the expansion of cooperative and expanding factories, which 

can be regarded as a practical understanding of the intent of the legislative body to facilitate 

the development of the sugar industry. 

Simultaneously, the ruling also depicts the boundaries of judicial review. Although the Court 

took the justification of the State at face value, it did not wrestle with the factual consequences 

of limiting benefits to cooperative units mainly. That presents an opportunity to criticise this 

judgment as having failed to seize the chance to provide more definite protections against 

potential abuse of discretion. The lack of a structure for providing transparency or fairness to 

the way exemptions are given may raise the question of favouritism in subsequent instances. 

All in all, the decision supports the principle that discretionary authority through a statute may 

be applied so as to promote its goals, and not to the detriment of these goals. But it also calls 

to our remembrance that discretion in the hands of the wrong person, when unchecked, may in 

the long run destroy that fairness which the law is set up to protect. The case is thus not only a 

demonstration of executive freedom in economic policy but also a warning on why judicial 
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review, even in restraint, will always have an important role to play in maintaining the balance 

between policy objectives and the rights of affected parties. 
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