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AGRICULTURE NEWS

The Special Secretary, Agriculture Marketing, Mr. Muhammad Azhar, visited the major markets of

the Punjab to ensure the proper arrangements of Juma/Itwar and Sasta Ramazan Bazaars for the
provision of eatables to the general public on cheaper rates as compared to the general bazaar
during the Holy Ramazan in the light of the directions of the Prime Minister of Pakistan and Chief
Minister Punjab.

" The hording of size 8x15 are being installed in the cotton producing area to create the awareness

among the growers and all stake holder for clean cotton production and marketing

« The Punjab Irrigation Department has finalized the canal operations for the Rabi 2006-07. The
closing date for perennial canals getting water from Terbella Command was 11 October followed
by closure of all the perennial canal in the same zone between 16 to 25,0ctober 2006.The water

supply for Wheat sowing was decided to commence from November 1, 2006 and continue till 31

December.

‘. For Rice Zone that is supplied water through Chenab and Jehlum canals closure was planned
between October 21to 31 .The water supply was planned to commence from November 1 and

continue till December 25 .

e In the Cotton Zone The Sugarcane production is expected to cross 50 Million Tone this year with an

increase of 16% as compared to the last year

. The Ministry of Textile Industry will complete the purchase of 100000 bales of clean and
standardized cotton within next few months in consultation with the Provincial Agriculture

Department
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cotton and inputs. The economic or Export Parity Price(EPP) of cotton was estimated by taking the
three year average price of CIF North-Europe cotton as Pakistan exports most of cotton to this
region. From the fertilizers the Import Parity Price (IPP) of DAP and Murate of Potash were
estimated. The IPP of urea was not estimated as urea was not imported in country in the bulk
quantity during the study period. The IPP of DAP and Potash was prepared on the basis of f.0.b.
price (ex-USA) and by considering all handling, transportation, marketing charges on the port on
the way to farmer's fields. In the calculation of social parity prices, shadow exchange rate (SER)
was utilized instead of official exchange rate (OER). The tradable inputs which are not measured at
import parity prices, all are weighted by 1.138 (premium) to express their opportunity cost.

In the past, cotton production and marketing was subjected to many public policy interventions.
The Cotton Export Corporation was phased out and cotton economy was freed up in the 1990's.
With the advent of trade liberalization, most of interventions have declined. The support price
policy is notional and Trading Corporation of Pakistan is kept as third buyer in order to avoid price
crash due to cartelization of powerful syndicates especially during the bumper crop. But trading
corporation works as silent spectator.

The results of static analysis showed that farmers are earning more profit at world price of cotton
than at domestic price of cotton. It was concluded that cotton crop was under priced in the local
market. Where as for the inputs farmers were paying almost the world prices and no support or
subsidy was provided to cotton growers for inputs. It was further revealed that Pakistan has
comparative advantage in cotton production and can well compete in open market.

The dynamic analysis was carried out to estimate the competitiveness of cotton in the ensuing free
trade era. Here cotton budget at economic prices was estimated including risk prices of cotton and
fertilizers instead of average world prices. These risk prices were generated through Normal
distribution of time series world prices of these commodities over the past fifteen years. The
simulation results provided the economic revenue and tradable cost for the first year of free trade
i.e. 2004-05.For the further four years (up to 2008) projections were made based on this first result,
by adding in the risk price as error term for each year.

The risk analysis at future risk price for five years provided the results that Pakistan do have the
potential to compete in the free trade cotton market. The existing comparative advantage in cotton
production will be maintained by country. Pakistan can further reap the benefits of free trade by
reducing the cost of production or by increasing productivity per unit of resources. The quality of a
lot of cotton is damaged in the fields during the picking of produce. The obsolete ginning machines
deteriorate the micronnair length of fiber. The quality of cotton may be improved through “clean
picking” and “better ginning” practices. Improving marketing efficiency and qualifying the
quality standards of produce setby WTO.
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COTTON IN WTO SCENARIO IN PAKISTAN

The importance of cotton is hardly over
emphasized in the economy of Pakistan.
Pakistan is one of the ancient homes of cultivated
cotton in the World. Pakistan is the 4" largest §
producer of cotton in the world, 3* largest
exporter of raw cotton and leading exporter of
yarn. Pakistan is by and large mono-crop
economy as cotton contributes nearly 10 percent
in the agriculture GDP and source of 60 percent & ™
foreign exchange earnings.

The value addition through cotton is 10 percent in agriculture and 2 percent in the GDP. Cotton is
not only an export-earning crop but also provides raw material to local textile industry. A profound
investment in the form of over1000 ginning factories and over 400 textile mills heavily depends
upon cotton.

The area under cotton has increased from 2.836 million ha in 1991-92 to 2.989 million ha in 2003-
04 showing a growth rate 0of 0.43 per cent over the period. The production jumped from 1.1 million
bales in the year 1947 to 12.8 million bales in 1991-92. Since then cotton production is swinging
between & million bales to 14 million bales with an annual average of 10 million bales.

The global Economic scenario is set for change under the free trade regime. Pakistan has signed the
WTO and entered in free trade era with the dawn of year 2005. WTO has set many clauses under its
various agreements like Agreement on Agriculture (AOA), Trade Related Intellectual property
Rights (TRIPS) and Sanitary and Phyto Sanitary (SPS) etc. Cotton along with its products is the
biggest foreign exchange earner for Pakistan and is more likely to be effected through WTO
regulations. This requires a profound change in the economic policies to maintain a stable share of
raw cotton and its product in world market in coming scenario.

In view of the importance of this silver fiber in the economy of Pakistan author conducted a study
to estimate its competitiveness and comparative advantage in both current and future scenario.

In the static analysis the cost of production( COP) data of cotton were collected from agricultural
Prices Commission (APCom) for the three year period from 2000-01 to 2002-03.The average
financial budget of cotton was developed using the three year average of COP data and market
prices of seed cotton. The social budget of cotton was developed using the economic prices of
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