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Cotton Arrival Statement as on 1st December. 2006

E Name of District I_.?:,..m_mm_mwél ﬁo.w_caumqmﬂnmw_wammmo_n wa:_mm ﬂom.mo__wa E
1 Multan 533701 439074 0 0 370238 370238 -0.1045
) Lodhran 362101 288579 0 0 240192 240192 -0.0411
3 Khanewali 494633 449333 0 200 386100 386300 0.0092
4 ?NENM-WWM—HM”%T 480344 431,670 0 0 374443 374443 57227 48674 450541 0.0661
5 Dera Ghazi Khan 324551 277301 0 0 235774 235774 41527 47250 331122 (1.98%)
6 WN—MQS—U:H 410846 356266 0 0 329800 329800 26466 54580 408931 (0.47%)
7 Leiah 83155 78955 0 0 76300 76300 2655 4200 61955 0.3422
8 Vehari 642400 566950 0 0 491000 491000 75950 75450 686071 -0.0637
9 Sahiwal 309793 294843 0 0 271667 271667 23176 14950 303971 1.92%
10 WM-—A—UN:M:— 128463 123413 0 200 119900 120100 3313 5050 71669 79.24%
11 Okara 27300 26150 0 0 25050 25050 1100 1150 15400 77.27%
12 O&wﬂﬂ 14400 14000 0 0 13800 13800 200 400 19300 0.2539
13 ‘H,.H,.m:—W—_ 176383 164473 0 0 158057 158057 6416 11910 190185 0.0726
14 Faisalabad 131849 125599 0 0 118992 118992 6607 6250 149220 0.1164
15 | Jhang 140200 128100 0 0 127500 127500 600 12100 129200 8.51%)
16 Mianwali 19100 17100 0 0 16800 16800 300 2000 6400 1.9844
17 Bhakkar 42490 37400 0 0 37200 37200 200 5090 26800 0.5854

Sargodha 0 0 0 0 0 0 0 0 3700 B
18 Rahim Yar Khan 1041900 763300 0 0 594400 594400 168900 278600 1062275 0.0192
19 mw»-—uwsm——m::. 1044940 828345 0 0 742900 742900 85445 216595 881850 0.1849
20 ww—uﬂiw—ﬂﬁnwﬂ 703850 623200 0 8850 592750 601600 21600 80650 513500 0.3707
Total of mu—\:-.mﬁ_v TE+06 6034051 0 9250 5322863 5332113 701938 1078348 6784928 -0.0483
Last Year's Total 6784928 5791890 0 7700 4746625 4754325 1037565 993038 7917340 (14.30%)n
1 :%&mﬂm——uwn 187678 164072 0 3600 141697 141297 18775 23606 159054 -0.18
2 ‘H,:NH—UQHWNH 156617 152155 0 8800 136121 144921 7234 4462 163518 -0.0422
3 mw:n—uwﬂ 667046 615884 0 45100 508610 553710 62174 51162 776442 -0.1409
4 Nawabshah 174563 149485 0 0 114400 114400 35085 25078 235828 -0.2498
S Naushero Feroz 141853 111305 0 400 93300 93700 17605 30548 138329 -0.0255
6 mﬂfﬁmﬂﬁ_:. 134264 90898 0 0 65000 65000 25898 43366 129234 -0.0389
7 Ghotki 185042 101453 0 0 29700 29700 71753 83589 186800 -0.0094
8 Sukkar 143641 92874 0 0 32800 32800 60074 50767 133574 0.0754
9 Dadu 67250 51013 0 200 48200 48400 2613 16237 62577 0.0747
10 Balochistan 8333 7000 0 0 6000 6000 1000 1333 10846 0.2317
Total of Sindh 2E+06 1536139 0 58100 1175828 1233928 302211 330148 1996202 -0.0651
Last Year's Total 1996202 1672605 0 44900 1288116 1333016 339589 323597 2171515 -0.0807
Total of Pakistan 9E+06 7570190 0 67350 6498691 6566041 1004149 1408496 8781130 -0.0225
Last Year's Total 8781130 7464495 0 52600 6034741 6087341 1377154 1316635 10088855
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machinery, a product of respective market prices and premium (1.138) was estimated. All non-

tradable inputs (land, labor etc.) were valued at their relevant market prices.

At import parity price the value of DRC 0.7 indicated that Punjab has comparative advantage in
production of sugar cane, as resource cost of producing sugar cane is less than its import cost. In
other words Punjab by investing Rs.71.30 on sugar can production is saving Rs. 100 of domestic
resources other wise incurred on import of sugar. The value of DRC was 0.60 and 0.738 for Sindh
and Pakistan respectively showing the resource cost of producing sugarcane is less than its
import cost The results showed economic profitability for the sugarcane grower at import parity
price. It indicates Pakistan has competitiveness in world sugar market at foreign price level.
Pakistan has comparative advantage in sugarcane production as import substitution crop. At
import parity price sugarcane is under priced as compared with world prices. On the other hand

the grower is almost paying the world prices for the tradable inputs.
While at export parity price of sugar the values of DRC were 1.79, 1.51 and 1.63 for Punjab,

Sindh and Pakistan respectively. This suggested Pakistan has no comparative advantage in sugar
cane production for export purposes and the resource cost of producing sugarcane is higher than
its export price. Therefore it will be better for Pakistan to grow sugar cane only to maintain self
sufficiency level as it will be cheaper in domestic market than to invest on import of sugar cane. It

will not be feasible for country to grow for export purposes.

Recommendations:

©  The recurring water shortage is posing a serious challenge to the large-scale cultivation
of sugarcane being highly water consumptive crop. Therefore, there must be planned
cultivation and area under sugarcane must be rationalized.

©  The cultivation of improved varieties with rational use of inputs and improved crop
management needs to be promoted for increase in sugar cane productivity.

© The market imperfections must be removed through marketing efficiency and
institutionalization of market intelligence.

©  The vertical integration rather than horizontal expansion of the sugar industry is the nee
of the time. The value added products e.g. spirits, yeast, acetic acid, citric acid, glucose
etc must be produced .The development of these products would help to reduce the cost
of sugar which remains the principal produce.

©  The sugar industry must spearhead the research and development efforts so as to meet its
raw material requirements.




In the backdrop of its importance in country's economy, is imperative to assess economic
efficiency and competitiveness of sugarcane crop production for rational allocation of the scarce

resources to better alternative crops, in both scenarios of import and export.

The study of comparative advantage and competitiveness of sugar cane crop under future risk
price is of great importance for Pakistan to determine its future potential of sugar cane
production and sugar trade. It is further required to check bottlenecks in marketing mechanism
that discourage competitiveness and rational allocation of the scarce resources, at import and
export parity prices. Among the agricultural resources the irrigation water is a scarce and
precious input that is decreasing day by day. Sugar cane is highly water consumptive crop that
stands in the fields almost 12 months or more. The rational allocation of scarce resources

between competing crops warrants an efficient economic criterion.

A study was conducted based on the time series cost of production (COP) data obtained from
Agriculture Price Commission (APCom) collected for three harvesting years i.e. 2000-01 to
2002-03 for the two provinces Punjab and Sindh were utilized. The Domestic resource Cost ratio
(DRC) was selected as an indicator of comparative advantage. The Policy Analysis Matrix
(PAM) was selected as analytical framework. The Policy Analysis Matrix (PAM) is a
computational framework developed by Monke and Pearson (1989) and augmented by Masters
and Winter-Nelson (1995) for measuring, input use efficiency in production, comparative
advantage and the degree of government interventions. ). The PAM addresses three principal
issues. First the impact of policy on comparative advantage and farm level profits, second the
influence of investment policy on economic efficiency and comparative advantage and third the

effects of agriculture research policy on changing technologies.

The PAM was designed in the study by incorporating revenues and costs, taken from private and
social budgets of sugarcane crop. For preparing the social budgets the parity prices of sugarcane
and fertilizer were used. The tradable inputs, for which the parity prices were not considered,
were weighted by the premium i.e. ratio of shadow exchange rate (SER) to official exchange rate
(OER). The data were then analyzed for assessing competitiveness and comparative advantage
at production level. The measurement of comparative advantage and policy distortions in
agriculture was developed through approaches Domestic Resource cost (DRC), Nominal
Protection Co-efficient (NPC) and Effective Protection Co-efficient (EPC).

The import parity price of sugarcane and export parity price of sugarcane was indirectly
estimated on the basis of fob (London) price of white sugar. The import parity prices of only

fertilizers (DAP and potash) were estimated and all the other tradable inputs i.e. pesticides and
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Agriculture Marketing Information Service

Future scenario of Sugarcane
Crop in Pakistan

The sugarcane cultivation, well integrated with
the cropping patterns prevailing in the various
regions of the Pakistan, has played a vital role in §
the development of agriculture and industrial
sectors. Its share in value added by major crops
has varied between 14-18 per cent during the
last 5 years. The cultivation of sugarcane, 4th
largest crop in terms of area, has expanded at the

average annual rate of 2.58 per cent during the

last 20 years.

Sugarcane is cultivated in the Punjab, Sindh and the NWFP. Punjab's shares in area and
production are estimated at 67 and 70 per cent, those of Sindh at 22 and 20 per cent respectively
and NWFP at 1land 10 per cent respectively. The increasing cultivation of sugarcane,
spreading over an area of one million hectares, has led to the establishment of the 2nd largest
agro based industry in the country, comprising 78 sugar mills with potential to produce 5 Mt of
sugar annually. Sugarcane farming, with its many forward and backward linkages, has
provided avenues for large-scale employment and the sugar mills located in the countryside
have promoted the cause of rural development. The sugar sector also makes handsome
contribution to the public exchequer in the form of many levies and taxes.

The sugarcane production, marketing and processing continue to be confronted with a host of
problems. The growers are faced with increasing input prices, water shortages, along with
uncertain output prices. The industry due to its seasonal production cycle has been periodically
saddled with large stocks of unsold sugar in the recent past. Due to falling production of
sugarcane in the last years, the sugar sector has been in turmoil and some mills are reported to
be out of production in these years .In view of its importance, sugar sector has been the focus of
many policies and Government interventions. With the increase in liberalization of the
economy, the Government intervention in the sector has declined and presently confined to the
levying of regulatory import duty and the announcement of support/indicative prices of
sugarcane. The fixation of the minimum support price is not meant to replace the market-
determined price but to act as a minimum and guaranteed price for the growers and to correct
the shortcomings of imperfect markets and of collusion among the sugar mills, especially in
years of good harvest.
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