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PRICE POLICY FOR SUGARCANE, 2004-05 CROP

- _[EXECUTIVE SUMMARY
' AND
RECOMMENDATIONS ‘

Sugarcane production has increased from 52.1 r.ni]lion tones in
2002-03 to 52.6 million tones in ’7003 04. The sugar related sectors are in
severe crisis. Marketing of sugarcane has become a nightmare for the
farmers involving long waiting times at mill gates, delayed payments short
welght of the produce, low producer prices, etc.

Based on the past trend in sugar production in relation to cane,
3710 thousand tones of sugar is likely to be produced durmg 2003-04. The
sugar mdustry is saddied with surplus stocks '

Total availability of sugar during 2003-04 including opening stocks
of 759 thousand tones has been estlmated at 4469 thousand tones while

domestic requirements are estlmated at 3446 thousand tones.

Based on the analysis of relevant factors -discussed in main text of
this Report, likely pﬁcing options for sugarcah‘e-, 2004-05 crop are given in
the following Table. '
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Price Policy Options - o T
Likely prices of sugarcane at
: mill gate
S.No Basis Punjab | NWPF | Sindh
Rupees per 40 Kgs
1. Cost of production of sugarcane (Table —'5) 41 37 40
2. Marketvprice realized by growers (2003-04) . 34 42 35
3. Domestic parity prices worked back from :
i) Average wholesale price of “gur” during .~ ,
November ~ December, 2003 (Annex- X) 39 44 -
1) Average wholesale prices of sugar durmg
2003-04 crushing season (Annex- XI) 33 33 34
4. = Ifreal value of cane price for 2003-04 crop were '
to be equated with the level of 1990-91 39 -39 41
| S. Import parity prices (economic) as worked back form the i
average fob (London) prlce of whlte sugar (Annex-
XIII)
1) During 1998-99 to 2002-03 39 39 40
11) During October — November, 2003 34 34 35
6. Export parity price (economic) as worked back from
‘the average fob (London) price of white sugar
(Annex- XV) .
1} During 1998-99 to 2002-03 27 27 28
ii) During October ~ November, 2003 22 22 23
: Rupees per US §
7. Cost of domestic resources (Table — 15 ) involved in: N
i) Producing cane for sugar import substitution -
- Based on 2003-04 prices of sugar 53 - 48
- Based on average prices of sugar 1999-2004 37 - 35
ii) Producing cane for exports.of sugar
- Based on 2003-04 prices of sugar 91 - 82
- Based on average prices of sugar 1999-2004 59 - 54

Note:

Figures have been rounded off.
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RECOMMENDATIONS

¥

Prices of Sugarcene, 2004-05 Crop

As per results of the analysis of relevant factors, summarized in paras — 78 to 86
of this Report, APCom fecommends to maintain, existing purchase prices of sugarcane,
announced by the prov1nc1a1 governments, for the 2004 -05 Crop as well. However,

purchase prices for sugarcaae as in other crops, should be detenmned by the Federal.

Government.

Sugar Prices

V Ex-mill average price of sugar may be worked out by Minisfry ef Industries
keeping in v1ew the cost of cane, processing cost of sugar, recoveries of by-products and
other related costs involved. In case of depressed sugar prices in domestlc market
Government should make necessary arrangements to purchase sugar at the pre-

detemuned prices.

Linking Prices of Sugarcane to its Quality

A high powered committee be set up under the Secretary, | MINFAL with
representatives of the Ministry of Industries, sugar mills, cane gfoWers and other relevant
agencies, which should devise the modus operandi of linking prices of sugarcane to its

quality. : C : . Lo e e
Improving Marketing of Sugarcane

e The pnces of sugarcane as announced by the Governrnent must be ensured to
farmers : . R

o The role of middleman in sugarcane buYiné needs to be discouraged.”
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e The Provincial/District Governments should install their own weighbridges. and
~ properly check those installed at mill gates and the purchase centers. The weigh
brldges/scales installed by the middlemen at various places should be banned.

_®  Improper cane prep.tration results in lower sucrose recovery and loss to the mills.
A campaign may be started to educate the farmers about proper preparation -and
stripping the trash from cane before supply to mills.

e In order to minimizs excessive deductions and ensure 'quick payments forcane to
growers, the provisions of Sugar Factories Contro] Act, 1950, need to be stnctly
enforced by the Provincial Governments.

» The Sugar Factories Control Act, 1950 may be amended in accordance with the
current needs.

~ Value-addition in Sugar lndustry..

In the wake of increasing globalization and WTO réquirements, sugar industry,
Wthh in Pakistan primarily relies on manufacturing sugar and has not given. much
attention to the productlon of other value added products, would also have to go into the
business of value adding. The likely products which can be manufactured form the
molasses include alcohol, citric acid; lysine, monosodium glutama, liquid sugar, yeasts,

" etc. The bagasse can be used in the production of chipboard paper compressed fiber and

strategy in thls context

Improving Productivity
Varietal development

- ECC decision on the allocation of cess fund for research should be fully
implemented by the provincial governments so as to strengthen the research programme
- : .
for varietal development which should also be monitored and subjected to peer reviews.
Promoting improved cultural practices
The Provincial Agriculture Extension Departments should launch educational

campaign to apprise the farrners about the :

* proper methods of land preparation for sugarcane cultivation;

+2
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* optimum plant population.ahd the methods to achieve this;

~ e sowing the recommended and 1mproved varieties and d1scourage the
_cultivation of unapproved varieties;

¢ methods and importance of weed control and plant protectioh;

)

e importance of the use of balanced doses of v;cu'ious fertilizers based on proper
plant/soils analysis and the timings and methods of use of various fertilizers;

L1

e cultural practices and biological control of the peste. The government should
stress upon the PSMA to ensure establishment of IPM labs for rearing of
predators at each mill’s premises; and

e value of press mud as a source of organic matter and promote its use in crop
production. The sugar mills be advised to supply mud to the cane growers free
of cost instead of selling for non-farm uses.

Role of Sugar industry in cane development

 Toi improve the productivity of sugarcane, the sugar industry may be persuaded to

take the rESpons1bxhty of :

(¢}

* production, multiplication and distribution of certified seed of improved and
recommended varieties of sugarcane. For this purpose sugar mills should
establish their Cane Development Centres either individually or collectively.
These centres in. collaboration with the progressive growers and sugarcane

- ‘ researchers should undertake the multiplication and -distribution of certified
' cane seed and also provide technical advisory services to the growers; >

e providing facilities of hot water treatment of cane setts to the growers
alongwith tech;aical guidance for using the technique; and :

e providing incentive in the form of quality premium to the growers growmg
hlgh sucrose varieties.

)]

Dr. Abdul Salam
Chairman, APCom
January 31, 2004 ; ’
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PRICE POLICY FOR SUGARCANE, 2004-05 CROP

1. INTRODUCTION

Sugarcane annually cultivated 0§er one million hectares of land has played a vital

‘ role in the development of country’s economy. Its share in value added by major crops

has‘rangec‘i»_ ,_l)¢tween 15-17 per cent. It also provides fodder for. the livestock. The sugar

_industry - the. 2m largest agro based industry of the country comprising more than 75

sugar mills, depends on sugarcane. farming for raw material. The - industry has made
valuable contribution in the development of infrastructure and provided off-farm
employment opportunities ir. the rural areas. Sugarcane farming and sugar manufacturing

contribute significantly to the national exchequer in the form of various levies and taxes.

2.~ For the last few years. the sugarcane and sugar sub-sectors are in turmoil, suffering

the problems associated with over supply. Industry is saddled with surplus stocks of
sugar, liquidity problems, and accumulated arrears of growers. The prices o'f sugar have
crashed both in the domestic and mtematlonal markets adversely affecting the

economics of sugarcane dependent sect01s

3. In the wake of successive good crops, markéting of sugarcar;e has become a
nightmare for the farmers, involving long waiting at the mills, short weight of the
produce at purchase centers, excesswe deductlons on account of trash etc., delayed
payments forcing the growers to  sell off the produce to the middlemen at throw away
prices or selling CPRs at discounted prices. End result is that price. of cane realized by

the growers do not cover even their cost of production.

"4, In view of the i 1mpc rtance of sugarcane crop and | sugar industry in the economy

the problems confrontmg the farmers and industry need to be resolved through policy
measures aimed at addressing the core issues of over supply of sugarcane, malpractices
in its markéting, and surplus stocks of sugar. The Commission has put forward a number

of proposals in this context for the consideration of Government in this Report.



2
2. SUGARCANE PLANTING AND HARVESTING SEASONS

5. Sugarcane, a tropical crop requires terﬁperature of more than 20 C° for proper

gemiination and growth and two months of dry and cool weather towards maturity. The

climatic conditions in Pakistan generally provide a growing season of 8 to 10 months for

sugarcane in a year. Recommended times of planting spring and autumn crops of

sugarcane by province are given in Table-1,

Table-1: “ Planting Times of Sugarcane by Province

Province . Planting Time A
: Spring Crop | Autumn Crop
‘PunjaB ~ 15th Fébruary to 3rd week of March ) » September
Sindh 1st February to 15th March September to October
NWFP ~ 15th February to 3rd week of March | September
Source: Official correspondence with Sugarcane Coordinator, NARC, Islamabad.
6. ' The planting time for the Autumn crop depending on the monsoon rains can be

advanced to August and may last upto November in some areas. The planting of Spring

crop continues upto April.

7. Harvesting of sugarcane generally commences in October and lasts upto April —
May depending upon the crop size. In Sindh the crop matures a couple of weeks earlier
than in the Punjab and the NWFP.

3. PROVlNCfAI; SHARES IN AREA AND PRODUCTION

'8. . Based on three years period of 2001-02 to 2003-04, the annual production of
sugarcane has averaged at 51 million tonnes, and area at 1.05 million hectares. The shares

of Punj ab, Sindh and NWEP in sugarcane area are estimated at 66, 24 and 10 per cent.

&

&,




4]

"

sy

at

3.1  Provincial Shares in Sugar Production

9. The sugar production, in the last three years has ranged between 2467 and 3664

.. thousand tonnes. Punjab: Contributes about 64 per cent of the total sugar made from

| vsugarcane while the shares of Sindh:‘ and NWFP are estimated at 33 and 3 per cent.

4. - IMPORTANT SUGARCANE PRODUCING DISTRICTS

10.  Districts of Faisalabad, Jhang, Sargodha, Kasur, Rahim Yar Khan, T.T.Singh,

- Hyderabad and Badin, each produce more than two million tonnes of sugarcane per year,

together account for over 50 percent of the sugarcane produced in the country. Thus,
sugarcane crop plays an important role in the economy of these districts. There are 33

sugar mills processing sugarcane in these districts.

5. AREA, YIELD AND PRODUCTION

11.  During the decade ehding 2003-04, sugarcane area in the country has ranged
between 961 and 1155 thousand hectares (2350 to 2854 thousand acres), and production
varied from 42 to 55 million tonnes per year. The yield of sugércan_e in this period has

fluctuated between 44 to 50 tonnes per hectare.

12. Long and short term changes in area, yield and production of sugarcané are

described below:

5.1.  Long-term Changes: 1993-94 to 2003-04

13.  The sugarcane production at national level during the last decade ending 2003-04,

is estimated to have increased @ 1.24 per cent per year. This was on account of 0.77 per

cent annual expansion in area and 0.47 per cent improvement in yield.

14.  The provincial growth rates in this context are given in Table- 2.



~ Table-2: Average Annual Growth Rates of Area, Yield and Production_ of
’ ‘Sugarcane: 1993-94 to 2003-04 »

Country/Province - Area ' Yield Production

ks,

-==e--=mmm-mm-ee-- Per cent per annum «--------e-mmeaeee

m-

.| Pakistan (+) 0.77 (+) 047 ' (H1.24

Punjab (+) 1.30 (+) 1.19 " (+) 250
Sindh , (-)0.33 ()093 (125
NWEP " (#)018 (+) 0.83 ‘:_f(+) 1.02
Balochistan ' | (+)096 )ot6 (+) 0.80

Note: The growth rates have been worked out by estnnatmg the equation, Y—a(1+r) R
through Ordinary Least Squares (OLS) method from the data given in Annex-I.

15.  During the périod of 1993-94 to 2003-04, sugarcane production in the Punjab is
estimated to have increased @ 2.5 per cent per year, attributable to 1.3 per cent expansion
in area and 1.2 per cent ixnprovément:in yield: »Sugarcane production in Sindh- has
declined @ 1.25 per cent due to declines of "0.33 and 0.93 per cent in area and yield. l e
Area, yield and brqduction of sugarcane in NWFP have experienced positive growth rates

ie. 0.18, 0.83 and 1.02 respectively. In Balochistan, sugarcane production is estimated to-

have increased @ 0.8 j)er cent per year entirely due to 0.96 per cent expansion in area

‘while yield decreased by 0.16 per cent.

5.2  Short-term Changes: 2003-04 Vs 2002-03

Wiy

16. - According to second estimates sugarcane production from 2003-04 crop is
reported at 52.6 million tonnes, one per cent higher than the last year’s crop of 52.1 g i
million. The gains in production are entirely due to 5.7 per cent hlgher yield as the area el Ay

- has contracted by 4.4 per cent (Table-3).
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Table-3: Area, Yneld and Production of Sugarcane' 2002-03 and 2003 04 Crops
Area Changes Yield Changes 1 ,-i Production Changes
Country/ 3002-03 | 2003-04 | in2003- [ 2002- | 2003-04 | in2003- [ 2002-03 [ 2003-04 | in2003-
Province Od4over |03 wipd 04 overs i g |e 04 over
, 200203 |- 1 2002-03° 2002-03
-- 000 hectares -- Per cent --Tonnes/hectare — | Per cent -- 000 tonnes -- Per cent
" pakistan 1099.6 | 10508 @44 413 50.0 ()57 5205538 52584.6 ®10
Punjab 7353 686.3 O67 [ a5 48577 (+)76 | 331686 | 332972 ()04
Sindh 258.6 259.9 (+) 0.5 534 . 547 (H2.5 | 13797.6 | 142183 (+)3.0
N.W.E.P. 1049.]. 104.2 ()07{ 481 485 (+)0.8 5049.0 5050.1 (+) 0.0
Balochistan 08| 0471 (9500] 508 - 50.8 0.0 40.6 190 | (-)532
Note: Figures in parentheses are in thousand acres.
Source: Annex-I. -

OF SUGARCANE: 2003-04 CROP

\

- 6. TARGETS VS ACHIEVEMENTS OF AREA, YIELD AND PRODUCT[ON

17.  The Federal Committee on Agriculture (FCA) in its meeting held on 29-10-2003
had fixed the sugarcane production target, for 2003-04 crop, at 47.74 million tonnes. As

per second estimates, production reported at 52.59 million tonnes will exceed the target
by 10.2 per cent (Table-4).

4

Targets and Estimated Achievements of Area, Yield and Productlon

Table-4:
: of Sugarcane'2003 -04 Crop
Area Deviation Yield Deviation Production Deyiation
Country/ | T278eE | Achie- :‘;‘;xgnef Target | Achie- g‘:;t Target | Achie- g:g:t
Province vement vement ment
000 hectares Per cent Tonne per hectare Per cent 000 tonnes . ° Per cent
Pakistan 10000 10508 (951 477 500 . (948 47739.0 . 525846  (H)10.2
Punjab 650.0 6863 ()56 482 485 + 0.7 313130 332972, ()63
Sindh 2500  259.9 (+)4.0 46.5 54.7 7.7 116160 142183  (+)224
NW.EP. 1000 1042  (+)42 48.1 485 +)0.8 4810.0 50501 (5.0
Balochistan- 0.0 04 - - 50.8 - 0.0 19.0
Source: 1. For targets: Minutes of the79th Meetmg of FCA held on 29-10-2003 at Islamabad.

2. For achievements: Annex-I.




T -~' ‘"FACTORS CONSIDERED FOR PRICE POLICY OPTIONS
18. In formulatlng the pnce pohcy proposals for sugarcane 2004-05 crop, following
factors have-been consrdered and. analysed

. T, .e,A ~

AN Cost of productlon of sugarcane

- 72 - Market' pnces of sugarcane 2003-04 crop

-7.3. ’..Nommal and real prices of sugarcane e o -
74 Economlcs of fertilizer use on sugarcane .

"~ 7.5 Domestic demand, supply, stocks and prlces of sugar
7.6. Comparatlve economics of sugarcane and competmg crops
7.7  Prices of sugarcane on the ba51s of gur pnces
7.8 Prices of sugarcane worked back from average wholesale

b market pnce of sugar . :

) 79 World supply, demand stocks trade and pnce srtuatron of sugar L
7 10‘ Import and export parity prices : : Py
7 11 | Economlc efﬁc1ency in sugarcane productlon ‘ R N
71 Cost of Production " -

19, The cost of productlon of sugarcane, 2004-05 crop has- been synthcsnzed by

' adoptmg the mput-output parameters as used in‘the Suppor,t Price Policy for Sugarcane ‘

v 2003 04 crop along-with the latest inputs pnces and custom hn'e rates of figld operations.
’ The costs of productron estxmates for Punjab Smdh and the NWFP are. summarized in
~ Table-s. e e
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Table-5: * Average Farmers’ Cost of Production of Sugarcane: 2003-04 and 2004-05

Crops ° . .-
T Cost estimates | i Tucréase in
Item Unit - : 2004-05
| 2003-04 | 2004-05 | e,
- crop crop. . 200’3_04
b Punjab. EER
& 1. Cost of cultivation Rs/acre -~ = 19679 20335 656
2. Yield 40 565.15  565.15. -
i kgs/acre |
3. Cost of production at farm level =~ Rs/40kgs =~ 34.82 3598 1.16
1’4 Marketing cost including - -~ 475 525 0.50
~ development cess -
5. Cost of production at mill-gate “ 39.57 4123 1.66
Sindh '
'1. Cost of cultivation Rs/acre - 22799 23386 587
2. Yield- 40 kgs/acre 676.02  676.02 ' -
" 3. Cost of production at farm level Rs/40 kgs 3373 - 34.59 0.86
3 » :
i 4. Marketing cost including “ 4.82 5.32 0.50
. development cess .o
|'5. Cost of production at mill-gate ~ ~ * 3855 3991 136
NWFP o
1. Cost of cultivation Rs/acre 18660 18915 255
2. Yield 40 585.46 . 585.46 -
kgs/acre ' ’
3. Cost of production at farm level ~ Rs/40kgs  31.87 3231 044
3 - 4. Marketing cost including “o 3.97 477 080
development cess .
“ 5. Cost of production at mill-gate o« 3584  37.08 1.24

Source: Annex-II to TV



Punjab

20, The cost of growing one acre of sugarcane in thc'i;ﬁnjab,‘&tx-ﬁng 2004-05 crop
year, works out to Rs 20335, inclusive of land rent. Distributing the cost of cultivation
over the average yield of 565 maunds (40 kgs) per acre, farm level cost of producing 40
kgs of sugarcane comes to Rs 35.98. Adding charges for transportation and development
cess @ Rs 5. 25 per 40 kgs, the cost of productlon at the mill-gate would be Rs 41.23,

reflecting an increase of Rs 1.66 (4.20 per cent) over the correspondmg cost estimates of
2003-04 crop. ' ‘

Sindh

21 The ccstc;t_' cultivatiﬁg one acre of ls.ugarcane in'Si‘ndh, during 2004-05 crop year
is expected at Rs 23,386, including land rent. With the average yield of 676 maunds per
acre, farm level cost of prdductioﬁ' of stlgarcane comes to Rs 34.59 per 40 kgs.
Accounting for transportation, marketing charges and development cess, of Rs 5.32; the
cost of sugarcane at mill-gate would come to Rs 39.91 per 40 kgs, representing an
increase of Rs 1.36 (3.53 per cent) over tﬁe corresponding cost of the previous year.

\

NWFP

22.  The cost of sugarcane cultivation in the NWFP in 2004-05 Crop yedr is, _expected at -

Rs 18915 per acre, mcluswe of land rent, Wlth the average yield of 585 maunds 40 kgs)
per acre, farm level cost of production of sugarcane works out to ‘Rs 32.31 per 40 kgs
Addmg Rs 4.77 on account of transportation, marketing costs, and development cess, the
mill-gate cost of sugarcane would be Rs 37.08 per 40 kgs, higher by Rs 1.24 (3 46 per
cent) than the corresponding cost of the 2003-04 crop.
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23; N ?i;q ir;creasg_s in cost of production of sugarcane for the 2004-05 crop year are
' ;trt‘r'_il;utéble“to increases m "t’he custom fateé of field operations, prices of fertilizers,
supplementary irrigation and wage rates. The dowﬁward adjustments in the mark up on
institutional credit, (11 per cent) used in the calculations to estimate the opportunity'cost
of the working 'capital, has partially offset the impact of rising prices of inputs and custom

rates of field operations on cost of cultivation of sugarcane.

7.2 Market Prices of Sugarcane
. \

24.  The provincial governments have fixed the following purchase prices of

sugarcane at the mill gate:

2003-04 cro : 2002-03 cro
«UU3-U4 crop . «0U4-U5 crop
...« Rs per 40 kgs 3

Punjab 40 D 40

Sindh ' 41 43

NWFP . a2 )

25.  The APCom conducted field visits in the important sugaiéane growing areas of
the Punjab, Sindh and the NWFP in December and January.. During the course. of the
field survey, the growers informed the survey teams about the difficulties. and: the

problems encountered by them in selling their sugarcane.

26.  The crushing campaign in 2003-04 as in last year started quite late. In view of the
good crop and delay in the start 6f cmsh.ing by the mills, there is a great rush of farmers
for the supply of sugarcane to the mills. It is a typical buyefs market with middlemen
-having a field day. The middlemen are exploiting the farmers’ needs; i) to vacate their
lands for next c_rd_p, and ii) of cash to meet their production and consumption
_requirements. The survey teams observed long queues of trucks / trolleys and other
~vehicles loaded with sugarcane on the road sides waiting for the delivery of their

* -produce. The waiting time at mill gate hovered around 3 to 4 days resulting in weight
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loss, extra eﬁpenditure and a lot of ihconvenience. To avoid such a sitaation, farmers
often preferred to sell their produce to tlle middlemen / privete parties who offered
prompt payments but at a discount of Rs. § to 9 per 40 kgs besides transpert charges.
" There were senous ‘complaints about underwe1ghment of the produce as well. The
farmers who sold thelr produce to the s uganmlls were in many cases compelled to sell
their CPRs to the middlemen but at a discount of Rs. 4 to 5 per 40kgsThe prices pald
by private parties purchasing sugarcane in Punjab were reported ath's.' 25 - 30 per 40
kgs. and Rs. 32 - 35 in Sindh. The growers alleged that most of the middlemen were

working at behest of the sugar mills. .

27.  The mills in the NWFP were purchasing sugarcane at Rs. 42 per 40 kgs and the

payments were reportedly made within fortnight or so.

7.3 Nominal and Real Prices of Sugarcane, 1990-91 to 2003-04 Crops-

28.  To ascertain overtime changes in the purchasing power of sugarcane, its nominal
support and market prices at the mill gale (frem 1990-91 to 2003-04) were deflated by
the Consumer Price Index (CPI), the most widely used measure of inflati»on: in the
economy. The results are -given in Tables-6 and 7 and also shown in figures 1 to 4. As
discussed in the section on market prices, farmers in‘the cdfrent year are not getting the
prices of sugarcane announced by the Provincial vaemments nor there are any
institutional arrangements on the ground for ensuring the same. The situation has been
the same for many years. Therefore, following discussion focuses on the changés in the

purchasing power of sugarcane as indicatéd in terms of its market prices.

29. " The market prices of sugarcane have declined from Rs 45 per 40 kgs in 2000-01
to Rs 34 in the Punjab and from Rs 50 to Rs'35 in Sindh. During the same pefiod, the CPI

(1990-91 = 100) has increased from 233.24 to'258.14. Acoordmgly, the real value of

sugarcane pnces has continuously. plummeted during the last 4 years The real valies of
‘sugarcane prices in the current season estimated at Rs 13.17 per 40 kgs (in terms of 1990-
91 prices) in the Punjab and Rs 13.56 in Sindh are the lowest.since 1990-91. The erosion
experienced in the real value of market prices of sugarcané during the last 4 years is 32

pér cent in Punjab and 37 per cent in case of Sindh.
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Table-6: Nominal and Real Prices of Syéarcane in the Punjab: 1990-91 toi2003-04

Crop year Nominal prices Consumer Price Real Prices
Support | Market Index (CPI) Support Market
. 1 2 j ‘3 , 4 5=(2/4)x100‘ 6=(3/4)x100
- Rsper40kgs -—  1990-91=100  -emr Rs per 40 kgs ------
» 1990-91 - 15.25 15.25 100.00 - 1525 15.25
1991-92 16.75 . 16.75 110.58 15.15 - 15.15
1992-93  17.50 - 1850 121.45 ~ 1441 1523
199394 1800 1900 13514 1332 Y 14.06
199495 2050 2050 152.73 1342 7 1342
1995-96 - 21.50 25.00 16921 - 1271 14.77
1996-97 24.00 38.00 189.18 - 12,69 20.09
199798 3500 3500 = 203.96 17.16 17.16
1998-99 3500 3200 - 215.66 1623 14.84
1999-00 3500 35.00\ 223.39 .. 1567 - 15.67
= 2000-01 3500 4500 23324 1501 1929
2001-02 40.00* - 37.00 24150 16.56 1532
o 2002-03 - 40.00*  35.00 _ 248.98 16.07 1496
© 2003-04 - 40.00%*  34.00** 25814 .- 15.50 13.17
Source: . - . Economic Survey of Pakistan (Siatiétical Supplement), 2002-03.
' Nofes: i) CPI for 2003-04 has been pmJected in view of the average rise in CPI
. during the last 3 years.
-1 ii)‘ . *Minimum purchase price of sugarcane at mill-gate fixed by the

government of Punjab.

sy

iit) **Prices of sugarcane' actually realized by the growers as obtained through
the field survey conducted by the APCom in December 2003. .
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Table-7: Nominal and Real Prices of Sugarcane in Sindh: 1990-91:to 2003-04

‘Crop year Nominal prices Consumer Price Real Prices _ -

Support Market | - Index (CPI) Support - Market
T 2 3 4 . | 5=(2/&)x100 | 6=(3/4)x100
~--Rsperd0kgs =—  1990-91=100 -—--- Rs per 40 kgs -----
199091 1575 1575 100.00 1575 . . 1575
1991-92 1700 17.00 11058 1537 1537
1992-93 1775 1875 121.45 14.62 15.44"
1993-94 1825 2040 - 13514 1350 . 15.10
199495 2075 2190 15273, 1359 14.34
1995-96 21.75 25.00 16921 . 1285 14.77
199697 2450 40.00 189.18  .1295 - 2114
199798  36.00 3900 20396 .- 1765 19.12
1998-99 36.00 3600 21566 16.69 16.69
1999-00 3600  42.00 © 22339 16.12 18.80
200001  36.00 5000 . 23324 1543 21.44
1200102 43.00 47.00 4150 1781 19.46 -
2002-03 43.00 36.00 24898 17.27 14.46
2003-04  41.00%*  35.00%* 258.14 - 15.88 13.56
' “Sources: 1) Economic Survey of Pakistan (Statistical Su’pplemerit), 2002-03.

il) Various issues of Support Price Policy for Sugarcane Crop.

Notes: i) CPI for 2003-04 has been projected in view of the average rise in CPI
during the last three years. = ) '

i) * Minimum purchase prices of sugarcane at mill-gate fixed by the
Government of Sindh

iii) -**Price of sugarcane actually realized by the growers as obtained
through field survey conducted by the APCom during December
2003.. '
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7.4  Economics of Fertilizer Use

30.  The economics of fertilizer use in sugarcane farming has been analysed through
estimating (i) Benefit Cost Ratio (BCR) of fertilizer use and (1) paﬁty ratio between the
prices of fertilizers and sugarcane. The results are discussed below: . -

} 7.4.1 Benefit Cost Ratio (BCR)

31.  BCRrefers to the ratio between value of additional produce resulting ffom usiﬁg a
certain dose of fertilizers and the costs thereof, both diiect and indirect, A BCR of greater
than one means that benefits are higher than the costs entailed in the process and vice a

versa. To encourage fertilizer use under low risk farming conditions (irrigated) a BCR of

2:1 or hlgher is recommended by agronomists. Because of large variations. in soil and

. climatic conditions across various agro-climatic regions the crop’s response to the use of

fertilizer nutrients exhibits considerable variation. Moreover, BCRs are also subject to

change due to overtime changing prices of inputs and output. Thus the analysis of

fertilizer use on sugarcane has been carried out at different response ratios for the period
of 1995-96 to 2003-04. As the support prices of sugarcane are not being enforced in the
field for the last many years BCRs have been estimated at the prices realized by the

farmers. . .

32.  The data presented in Table-8 reveal that BCRs at various response ratios have .
all along been greater than one implying fertilizer use on sugarcane has remained
proﬁtablé throughout the peridd under analysis. However, acceptable profitability level of
BCR 2 2, as .proposed by the experts, has been generally observed at response ratios of
90:1 and 110:1. The highest profitability level, at all response ratios was observed during
1996-97 and 2000-01 crop years when market price of sugarcane rose by 56 and 23 per
cent over the previous years respectively. After 2000-01 BCRs at all response ratios have
declined sharply. The BCRs in the current crop year are at their lowest level and resulted
from low market prices’- of sugarcane. The BCR daté further show that profitability of
fertilizer use on sugarcane in Sindh has been higher as compared to Punjab because of

higher prices of sugarcane. The data on BCRs point to the need for improving the

profitability of fertilizer use through all possible measures.
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"~ Table-8:- Benefit Cost Ratios (BCRs) of Fertilizer Use on Sngarcane at Market "%

- Prices:1995-96 to 2003-04

-BCR at Response ra'tiosr (Sugarcane: Nutrient) of
Cro : T S . '
yeaf. 50:1 o1 [ %1 | 104
Punjab | Sindh | Punjab | Sindh lejab Sindh | Punjab | Sindh

199596  1.52 1.50 1.86 1.84. 2.13 2000 235 231
1996-97 193 200 . 241 249 . 279 .. 287 310 3.19
1997-98  1.46 163 183 2.03 212 236 236 2.63
199899 134 1.50° 167 1.88 194 218 216 2.43
1999-00 137 - 165 173 207 202 242 226 271
2000-01. 180 - 200 226 2.51 263 292 293 326
200102 126  .1.60 1.58 2.00 183 - 232 204 = 259
2002-03 129 125, - 162 156 188 1.82 200 . 203
2003-04  1.08 1.09 135 . 137 157 159 176 178

‘Note: Market prices of sugarcane i.e. the pnces actually received by the growers as collected

during the field surveys by APCom have been used for computmg the BCRs for the
‘ respective crop years.

7.4.2 Parity between Market Prices of Fertilizers and Sugarcane

33. The parity ratios between market prices of fertilizers and sugarcane refer to the
quantity of sugarcane needed to purchase a certain quantlty of chemical fertlhzers
Table-9 presents overtime picture regar dmg purchasrng power of sugarcane rn terms of

fertilizer nutrients N and P.

34.  As per data presented in Table-9 ratlo between prrces of fertilizers and that of
sugarcane having fluctuated between 12.45 to 19.11 for nitrogen and between 18.94 to.

20 82 for phosphorus durmg the perlod of 1994-95 to 2000- 01 was the most favourable

to sugarcane in 2000-01. The quantrty of sugarcane needed to buy one tonne of nitrogen

'm 2000-01 stood at-12.45 tonnes and of phosphorus at 18.94 tonnes Fertrhzer prices

have since contmued to rise while market prices of sugarcane trended downward.
Consequently, with the passage of each crop year the quantity of sugarcane required to

buy the same amount of fertilizers has been increasing. At the prevailing market prices of
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sugarcané and fertilizers in 2003-04 crofa -season buying one tonne of nitrogen requires
selling of 19.28 tonnes of sugarcane while 27.77 tonnes of sugarcane would suffice to
purchase one tonne of phosphorus. These are the highest quantities of sugarcane required

to buy the given quantity of fertilizer during the reference period i.e. 1994-95 — 2003-04,

Table-9: Ratio Between Prices of Fertilizers (Nutrients) and Sugarcane:
1994-95 to 2003-04

] e otttz | T et
Crop year sugarcane tonne of
' N | P,0s N | P0s
Rupeés per tonne ' ~ Tonnes
1994-95 ‘10130 11036 530 o 19.11 20.82 -
1995-96 10326 13198 625 1652 21.12
1996-97 13478 19509. . . 975 ‘ 13.82 20.01
1997-98 15652 18658 925 1692 2017
1998-99 15108 18870 850 17.77 22.20
1999-00 - 15217 24915 962 15.82 2590
2000-01 14783 . 22476 1187 1245  18.94
2001-02 17391 24499 1050 © 1656 23.33
2002-03 17040 25420 942 1809 - 2698
2003-04 17830 25690 925 1928  27.77

Notes: 1. The prices of N and P have been worked out from those. of Urea and DAP;
: which were used in estimating the cost of production of sugarcane in the
respective support price policy papers.

2. The pricés of sugarcané i.e. the prices actually received by the growers
as collected during the field surveys by APCom have been used
for computing parity ratios for the respective crop years.

*
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7.5  Domestic demand, supply, stocks and prices of sugar

7.5.1 Domestic demand, supply and stocks |

:35.  Data on domestic production, imports, exports, stocks and coosumption of sugar
- during  1993-94 to 2002-03 are detailed in Annex-V. Annual per capita

availability/consumption of sugar during this period has averaged at 21.64 kgs.

36. At the beginning of sugar year 2002-03 (Oct.-Sept.) the country had stocks of 637
thousand tonnes. Sugar production during the year. has been reported at 3,677 thousand
tonnes. Accounting for exports of 81 ihousahd tonnes and imports of 9 thousand tonnes
the end year stocks in 2002-03 come to 759 thousand tonnes. Thus, the actual

dlsappearance/consumpnon of sugar during 2002-03 was 3,483 thousand tonnes

37.  According to the 2™ estimates of 2003-04 crop, sugarcane production is reported

to increase to 52,586 thousand tonnes from 52 056 thousand tonnes in last year.

Assuming the proportlonate increase in sugar processing from cane, sugar out put should

increase to 3,700 thousand tonnes. However, as the sugarcane production rises, the.

proportion of oane going to sugarmills also increases as farm level uses of- sugarcane in
gur making and other activities do not increase by same ratio. Based on the analysis of
past trend in sugar production in relation to cane, 3,710 thoursand tonnes of sugar may be
produced during 2003-04. The sugar industry. estimates sugar. production at 3,800
thousand tonnes durmg current season. Adding 759 thousand tonnes of openmg stocks,
total availability of sugar during 2003-04 should range from 4,469 to 4,559 thousand

tonnes.

38. Trend forecast of per capita sugar consumption comes to 22.08 kgs in 2003-04.

Accordingly, domestic requirements for 2003-04 for a mid year oopulation of 156.08

million (os on 1% April 2004) work out to 3,446 thousand tonnes. In view of the foregoing -

supply and demand situation the country would have substantial‘surplus stocks of ‘sugar.
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752 Behaviour of sugar prices in domestic market

39.  During 2002, sugar prices range'd‘ between Rs 1,862 and Rs 2,138 per 100 kgs
whereas in 2003 these ranged between Rs 1,677 “and Rs 2,150. The overall average °
market price during 2002 was Rs 2,042 per 100 kgs which decreased to Rs 1,869 per 100
kgs during 2003 (Annex —VI), |

40.  The prices of sugar showed a rising but cyclical trend during last decade i.e. from
1993-94 to 2003-04. The averége price which stood at Rs 1,196 per 100 kgs in 1993-94
increaéeci to Rs 1,713 per 100 kgs during 2003-04. However, during this period price
moved up in cycles. Upto 1996-97 price increased continuously but in the following year .
it decreased. Then for the next four years pricé' continued increasing upto 2000-01 and

have since bcen.declining (Annex-VII and Figure 5).

41.  The supporc price of sugarcane, has increased frorn Rs 21.50 in 1993-94 to 40.00

-per 40 kgs in 2003-04 in the Punjab and the NWFP and from Rs 21.75 to-Rs 41 00 per 40

kgs in Sindh showing annual average increases of 6.41 and 6.54 per cent respectwely.
However, market.price (actually received by the growers) has experienced considerable
year to year fluctuations. It has ranged between Rs 21.50 to Rs 44 in Punjab, Rs 21.50 to
Rs 47 in NWFP and Rs 21.75 to Rs 58 per 40 kgs in Sindh. Sometimes market prices
have ruled much higher than the support price and sometimes ruled below it. A\-zerage
annual increase in market price of sugarcane comes t0 6. 41, 6.93 and 6.54 per cent in the
Punjab the NWFP and Sindh respectlvely The behav1our of sugarcane prices has been
shown in Annex-VIIIL

42.  Based on monthly average wholesale price of sugar from 1993-94 to 2003-04,
seasonal indices have been calculated and depicted in Figure-6. The prices of sugar

generally tend to rise in March-April and continue rising upto August-September. With

- the start of new crushing'season'from November onwards, the prices generally start

falling.
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7.6  Comparative Economics of Sugarcane and Competing Crops

43.  Resource allocation among the competing enterprises is primarily governed by
various econ.omic considerations reflected in their gross cost, gross income, gross margin,
net income, output-input ratio, etc. Sugarcane, an annual crop, is grown in the irrigated
regions of- the country. It occupies the fields round the year. Consequently, it competes
for land, water and other,,farm‘resources wfth various kharif as well as rabi crops as the
land planted to sugarcane may nof be available for growing other crops in a given year.

The economics of sugarcane and competing crops/combinations has been analysed in

terms of input-output prices paid and received by the growers duriilg the 2003-04 crop -

year. A summary of various economic indicators, for the Punjab and Sindh is provided in
Table-10 and 11. The results are briefly discussed below. ‘

Punjab

44.  According to the APCom’s field survey of sugarcane growing districts and the
press reports, the market price of sugarcane, by and large, has hovered around Rs 34 per
40 kgs although the Prévincial Government has notified a minimum purchase price of Rs
40 per 40 kgs for the 2003-04 crop at the mill-gate. Low prices realized by the growers
have affected adversely the economic position of sugarcane agéinst competing crops.
The cost incurréd in sugarcane farm'ing is not being recovered by the output prices
received.- Accordingly, returns to overall investment are quite poor and the 'ou'tput—input

ratio has fallen below one, i.e. the break-even point.

45.  Sugarcane is out competed by the competing crop combinations in terms of
output-input\ratio'as well as revenue per day of crop duration. In case of retumns to
irrigatic;n Wafer, sugarcane enjoying an edge over the rice combinations lags far behind
cotton rotations. Sugarcane also- falls ' way behind cotton-sunflower and cotton— wheat
rotations in terms of revenue per rupee of purchased inpu:cs cost but edges out basmati-

wheat and basmati-sunflower rotations.

o
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Tﬁble-lo: : Comparatlve Economics of Sugarcane and Competing Crops at
Prices Realized by the Growers in the Punjab 2003 04 Crops

. ' Gross revenue per
Crop/crop * Output- Rupee of Day of Acre-inch of
combination input purchased crop ‘irrigation
: : ratio - inputs cost duration water
o Rupees )

1. Sugarcane - 0.87 . 263 42.02 . 344.92
2. Cotton+Wheat 1.31 2.92 74.25 799.62
3.Cotton+Sunflower 1.45 - 3.67 82.18 71723
4. Basmati+Wheat 1.02 2.03 . 5874 ' 281.93
5Basmati+Sunflower ~ 1.16 257 66.41 268.98

Source: Annex-IX

Sindh

46.  In Sindh too, sugarcane growers have not received the purchase price, i.e. Rs 41

“per 40 kgs,’_ announced by the provincial ‘government. As per press reports and the

information compiled by APCom’s survey teams visiting Sindh during December 2003,
growers are not getting, on the average, more than Rs 35 per 40 kgs at the mill-gate
which does not cover the cost of production.' Thus the output-input ratio of sugarcane has
fallen below one, i.e. the break-even point. As per results of various indicators given in

Table-11 , the economics of sugarcane cultlvatlon does not compare favourably against

Table-11: Comparative Economics of Sugarcane and Competmg Crops at Prices
‘ _Realized by the Growers in Sindh: 2003-04 Crops Lo

Output- ' Gross revenue per
Crop/crop . | input Rupee . of day of crop | acre-inch of
" combination.-- -~ | ratio - purchased duration irrigation water
: ' inputs cost -
--------- Rupees --------

1. Sugarcane 093 ' 2.46 41.81 287.35 -
2. Cotton+Wheat 1.34 3.28 61.52 ' 783.00 -
3. Cotton+Sunflower 1.43 392 70.29 674.80
4. IRRI+Wheat 1.14 2.63 50.63 256.72
5. IRRF+Sunflower 124 326 59.81 . .248.46

‘Source: Annex-IX



7.6.1. Economics of sugarcane: Inter Provincial comparison

47.  The comparative economics of sugarcane and its competmg crops both in the
Punjab and Sindh do not provide a healthy plcture for sugarcane. It is out-competed by '
~ the competing crops in terms of output-input ratio and revenue per day of crop duration
in both the provinces. In respect of revenue per rupee of puichased inputs cost, sugarcane
is the 1east profitable in Smdh wh11e it ranks thxrd in the Punjab. In case of revenue per
unit of ungatlon, sugarcane does better than rice combmanons but is no match to those of

 cotton.

.

48.  The overall returns to investment in sugarcane farming in Sindh as compared to
those in Punjab, as reflected by oﬁtput/ihput ratio are higher primarily due to 20 pef cent
higher yield. The crop duration in Sindh is 16 months against 13 in the Punjab but thére is
nof much to choose between the two provinces in respect of returns per day of crop
duration. In view of its longer duration, the érOp in Sindh requires more water and .
greater use of other inputs as indicated in the Table - 12. The expenses on the use of
fertilizers and other inputs are about 32 per cent higher in Sindh.

49.  The higher yield in Sindh resulting from the greater use of the»scy:, inputs and
irrigation water 'conipensates to a certain extent for the -additional expenses, but the
overall returns to use of burchasedv inputs lags behind in Sindh. Inspite of higher crop
yield, sugarcane farming in terms of water use efficiency does not offer promising returns '
- in Sindh,

Table-12:  Inputs Use and Crop Yield in Sugarcane Cultivation i in Sindh Versus .
: Punjab: 2003-04 Crop

Item Uunit ~ Sindh ) P;mjab Edge in Simih over
: . ) Punjab (Per cent)
- Crop duration | Crop days . 488 394 (+)24
- Inrigation water Acre-inches - | 71 .- 8 (+)48
- Inputs use (purchased) Rs/acre 8290 6289 (932
- Fertilizer use: Nutrient Kgs ' o ,
N . 104 56 . ()86
P “ 39 34 (+) 15
- Crop yield " | 40 kg units 676 565 (+) 20

Source: Annex-IX
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7.7  Prices of Sugarcane on the Basis of ‘,‘Gui‘”i Prices =

50,  Gur making from sugarcane is an important cottage industry.in. some areas of the

NWFP and Punjab. It is, inter alia, influenced by the prices of gur, sugar, sugarcane and
the problems faced by the growers in marketing of sugarcane. Thus, there is a need to
compare the econoin_ics of supplying cane to the mills with the profitability of gur
making. For this purpose, prices of cane have been worked out from the wholesale prices

of gur. Details are given below:
- - NWFP
51. - In the NWFP, the wholesale prices of ‘gur’ during November-January 2004,

have averaged at Rs 578 per 40 kgs. Accounting for various expenses involved in gur

vmaking i.e. processing, fnarketing and chemicals uséd in the process, net value of 400 kgs

_ of sugarcane required to produce 40 kgs of gur comes to Rs 403. Thus, farm gate
' opportunity cost (net worth) of 40 kgs of sugarcane comes to Rs. 40.3. Adding transport

‘cost of cane from the farm to the mill and the development ‘cess which at present are

estimated at Rs 3.97 per 40 kgs. the m111 gate pnce of suga:cane would work out to Rs
44.27 per 40 kgs (Annex-X)

- Punjab

52.  The wholesale price of gur recelved by the growers in the Punjab during crushing

" season (November-December) 2003 averaged at Rs 507 per 40 kgs Accounting for the

expenscs involved in processmg, use of chemicals and marketing net value of 400 kgs of
sugarcane consurned in making 40 kgs of gur comes to Rs 346. Thus net value of 40 kgs
sugarcane at farm level comes to Rs-34.60 per 40 kgs. Addmg Rs 4.75'as transportation
charges and development cess, iﬁill géfe pﬁce of sugarcane éalculgtes to Rs 39.35 per 40
kgs (Annex-X). | ' |
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7.8 Price of Sugarcane Worked Back from Average Wholesale Market
Price of Sugar

53.  The prices of sugarcane, the principal raw material for producing sugar, has a
direct bearing'on sugar price, which in turn affects the demand for sugarcane as well.

Accordingly, price of cane can also be worked back from the market price of sugar.

Wholesale market price of sugar in different markets during current season (November- -

January) 20003-04 has averaged at Rs 17,570 per tonne or Rs 17.57 per kg. After taking

into account the wholesalers margin @ 5 per cent or Rs 732 per tonne and sales tax @‘15

per cent or Rs 2,196 per tonne, net receipts to the sugar mills calculates to Rs 14,642 per
tonne. Ratio between the value of raw material (sugarcane) and processing cost has been

estimated at 66:34. At this ratio processing cost comes to Rs 4,948 per tonne. Using

provincial bench mark recovenes of 8.50 per cent for the Pun} ab and the NWEFP, and 8.70

per cent for Sindh, mill gate prices of 40 kgs of sugarcane in the Punj ab and NWEFP work
back to Rs 32.86 and Rs.33.63 in Sindh. Details may be seen in Annex-XI.
79 World Supply, Demand, Stocks, Trade and Price Situation of Sugar
. ' ' . 7/
7.9.1 Supply, demand, stocks and trade -
54.  The data on world balance sheet of sugar (raw equivalent), for the period of 2001-
02 to 2003-04 are presented in Table-13: ' '

Table-13: World Balance Sheet of Sugar (Raw Equlvalent) 2001-02 to 2003 04

. (Oct-Sept)
SNo - Item 2001-02 | 2002-03 2003-2004 | Changes in 2003-
- g : | !/ +Estimated) -(Eorecast) . | 04 over 2002-03
1. . ] ¥ .- Milkion tonnes ------- - - Percent .
1. Opening stocks 61,07 6279 6279 6458 LS (+) 285 f>3'7|
2. Production 137.44. 14 91 I%S? g f14 9914650 (9 0.62¢=>16]
13 Total supply (1+2) 19851 21070 W28 b7 2006 (4 04140008
4. Disappearance (consumption) 134.96 141.55 ’Ql'% 145.62 145789 (%) 2.88 (*)l‘é?
5. Stock Adjustment * (9076 (452582 () 1244 — (96849 (934>
6. Ending stocks (3-4+5) "62.7§ . 648659 6451‘5-35‘ ) 0.11 4+ 03¢
7. Trade (expoit) 39.84 40775280 - 4130 Yo7 (#1300 .
8. Trade (import) 39.08 - 40.02 4004 3986 Yo (-} 0.40 4+ 0‘47
Note: * Including adjustment for unknown net trade. .
Source: Sugar” Internationa gar@ga}n;zz;(on Quarterly Review, May 2003 for -
2001 02 and Noveptber 2003 fop2002-03 and 2003-04 - ‘
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55.  World sugar production during 2002-03 is estimated at 147.91 million tonnes, an
all time record and 10.47 million tonnes (7.62 per cent) more than that of 2001-02.
Accounting for op;:ning stocks of 62.79 million tones, global supply of sugar in 2002-03

was reported at 210.70 million tonnes, up by 12.19 million tonnes (6.14 per cent) over thé_

corresponding supply of 198.51 million tones in 2001-02.

56. . The world consumptlon reponed at 141 55 million tonnes in 2002-03 is 6.59

~ million tones (4.88 per cent) higher than that of previous year. End year stocks in 2002-

03 are estimated to have mcreased to 64 58 mllhon tones

57.  International Sugar Organisation has forecast global production of sugar- in 2003- -~
04 at 146.99 million tonnes, and consumptlon at 145.62 million tones End year stocks

are projected at 64.51 m1111on tones.

7.9.2 International Prices of Sugar

58. The mternatlonal prlces of raw (fob Caribbean ports) and white (fob London)
sugars from 1994—95 to 2003-04 are presented in Annex-XII The movements in these h
prices are deplctod in Figure-7. ‘
59. 'The prices of both raw and whito sugar.have been fluctuating during the pel"i“od; ’

under review. During 1994-95, the prices of raw sugar averaging at US' $ 302.47 per
tonne had declined to § 146.20 by 1998-99. During the next two years, prices recovered
and averaged at $ 205.91 per tonne in 2000-01, but declined to $ 1 51.01 in the next year..

During 2002-03 the pricés st‘nged‘ some reoovefy‘and averaged 'at $ 179.03 per tonne.

" However, during 2003-04 prioes have been declining and averaged at § 132.72 per tonne

(upto November, 2003).

60.  The prices of white sugar during the period under reference have followed a
pattern similar to those of raw sugar and decreased from $ 396.61 per tonne in 1994-95 to
$ 191.43 in November 2003. '
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61.  The differential between pnces of raw and whlte sugar has ranged between $ 44

and$ 114 per tonne i. e. "18 to 35 per cent of the whlte sugar price.

7.10 TImport and Export Parity Prices:

.62.  Estimation of the import parity prices of a commodity is helpful in determinihg the
opportunity cost of resources used in its domestic producﬁon while export parity prices are
helpful in ascertaining its competitiveness in international market. Since Pakistan has been
importer in some years and exporters in the others, both the import and export parity prices

 of sugarcane have been worked out for: analyzing price policy-ootions for the next crop

season.

63.  Both the import and export parity prices have been calculated on the basis of white
sugar price (fob London). However, ﬁnahcial aﬁd ecooomic analysis has been carried out
for worldng out import parity price, while calculations of export parity price are based on
ecoﬁonﬁc énalysis oﬁly. Inter-bank exchange rate selling for import parity and buying for
export parity prices has been used in the calculations. Detailed -calculations in  this

' connection are given at AiinexesJ(IH and XV while results are summarized in Table-14.

Table-14: Import/Export Parlty Prices of Sugarcane as Worked Back from
Average fob (London) Prices of Sugar

"Mill-gate prices ol' sugarcane-in -
v ‘ Pnn]ab and NWFP . Sindh.
Period o B‘asg Price Economic Financial | Economic |- Financial

price price price - price

. US $/tonne rrmmemmnnenneneeaes RS PEX 40 KgS womememmen e

Import Parity Prices ’ ‘ . o
1. During 1998-99 to 2002-03 225.87 39.23 . ‘-51.58 40:15. - . 5279
2. During 2003-04 (Oct-Nov) 188.19 3412 - 44.65 o 3492 - . 4570
Export Parity Prices - ‘ N i o

1. During 1998-99 to 20002-03 225.87 o 26.93 ‘ - 2756 -
2. During 2003-04 (Oct-Nov)  188.19 215 . - 267 - -

Source: Annexes-XHI to 'XV.
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7.11 Economic Efficiency in Sugarcane Production

64.  In view of the economic importance of sugarcane the cfﬁciency of resources used
" in its productibn has been-evaluated by estimating its nominal protection coefficient
(NPC), effective protection coefficient (EPC), and domestic resource cost coefficient
(DRC), the most commonly used parameters’ in this context. These parameters have been
estimated under situations of both imports and exports of sugar, and are based on the cost

of production of sugarcane data as used in APCom’s Sugafcane Policy Papers. To

ascertain the impact of overtime changes in input-output prices, the analysis has been

carried out for the 1999-00 to 2003-04 crops. Moreover, to capture regiohal variations in
the resource use efﬁcienc_)';, NPCs, EPCs and DRCs have been c;alculatcd for major cane

. growing provinces of Punjab and Sindh. The coefficients are summarized in Table - 15 ..

-

7.11.1 Nominal Protection Coefficient (NPC),

65. - The NPCQ estimated for the Punjab under sugar importing s_cenario have been less
than one for the crop years of 1999-00, 2001-02 and 2002-03 implying that the cane
growers did not receive economic prices during these years. However, in 2000-01 and
- 2003-04 crop years NPCs of 1.08 and 1.02 respectively reflect a posmve support to the

cane growers as the prices recewed are higher than the import parlty prices.

66." The NPCs estimated under expotting situation have ranged from 1.33 to 1.99
implying that the prices realized by the growers have been much higher than the
corresponding. export parity/éc'onomic prices, This further reflects that sugarcane

cultivation for exporting sugar is not an economic proposition. -

- 67. The NPCs estimatéd for Sindh Sﬁggest that prices of sugarcane received by the
growers have been much higher than the 'import parity prices during the period of 1999-
00 to 2001-02. However, during 2002-03 growers received 11 per cent less than the
corresponding.import parity price. In the current -;:mshing season prices received by the

“growers are at par with the import parity price.

&

{0

v

o™



llh

doy

A

)

oA

o

4

4 J

- 31

[T

68. ! The e‘stirriatibn of | thé NPCs under exporting scenario reveals that like the cane
_ 'growers of Punjab, growers.in Sindh have recexvcd prices much higher than those

h warranted by the export panty pnces of sugarcane.

7.11.2 Effective Protection Coefficient (EPC)
69.  Effective protection coefficient is the ratid between the value added in producing
a commodity -at private prices and at social prices. Unlike the NPC, which ignores the
distortions in the input markets, EPC also takes into account the impact of pohcy

mterventwns 1n the input markets Thus, 1t is a more meaningful measure for analysmg

’the protectlon/taxatlon ofa glven sector / commodlty

70.  The analysié of the EPCs estimated for the P”unjiab under -importing country
scenario reveals that except in 2000-01 the EPCs have been less than one during the

“period under study implying that cane growers were implicity taxed ranginé _ffom 3-18

per cent, through input-output pricing policies. However, in case of EPCs estimated using

export parity prices of sugarcane in output pricing reveal a different picture altogether,

i.e. of positive support to sugarcane rangiﬁg from 23-108 per cent.

71.  The EPCs estimated for Sindh (;I‘éble-IS)'reveaI that under impoftihg scenario the
éugarcane farming enjoyed suppori during the period from 1999-00 to 2001-02.
However, during 2002-03 and 2003-04. EPCs reflect implicit taxation of sugarcane

|

cultivation.-
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Table—15: Economic Efficiency Coefficients for Sugarcané: 1999-00 to 2003-04

o Based on

Province/Y ear , Import Parity Prices Export Parity Prices
NPCs | EPCs | DRCs | NPCs | EPCs | DRCs
PUNJAB _ . '
1999-00 099 . 097 0.60 1.54 159 0.97
2000-01 * 108 . 107 0.48 1.55 1.59 0.71
2001-02 . 093 0.86 0.64 138 1.35 1.00
200203 0.88 0.82 0.69 133 1.28 1.08
2003-04 ‘ 1.02 0.04 0.91 199 2.8 157
Average (from 1999-00 to  0.98 0.93 0.64 154 154 . 101
2003-04)
SINDH _ .
1999-00 1.18 118 058 | 182 1.93 .0.93
2000-01 LI8 117 048 | 169 174 - 070
2001-02 118 1.09 054 | 175 165 080
2002-03 089 - 082 . 065 | 133 1.28 0.99
2003-04 , 100 - 093 08 | 166 165 142
| Average (from 1999-00 to  1.09 1.06  0.60 165 . 1.66 0.93
2003-04) - ,

72.  The EPCs estimated under exporting scenario are much higher than one for the
entire period implying support ranging from 28 to 93 per cent to sugarcane related
sectors.

-

7.11.3 Domestic Resource Cost Coefficient (DRC) ‘_

73.  The DRC indicates the opportunity cost of domestic resources used‘per unit of the
value added (at Social prices) in the production of a commodity. The numératof in these
calculations is the opportunity cost of nonitradab'le factors used in domestic production
while_ denominator is the value addition calculated at social prices. DRC coefficient of
- greater than one indicates a “comparative disadvantage” in domestic production as the
-cost associated with its domestic production is greater than the economic cost of
corresponding imports. A situation where domestic resource cost cpefficient is less than

one implies “comparative advantage” in domestic production as it can save/generate
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foreign exchange at costs less than the corresponding cost of imports. It may however be

pointed out that DRCs are sensitive to the changes in the opportunity cost of non tradable

“inputs as well as the border prices of outputs and inputs.

~-74..  The DRCs for sugarcane crop estimated at import parity prices are less than one,
- both in the Punjab and Sindh.. Thus cane production in both the provinces is efﬁcwnt In

_terms of its domestic resource gost. The inter - provincial comparison of the DRCs

suggest that Sindh has marginally lhigher comparative advantage than Punjab.

75. No doubt the results are sensmve to the changes in the prices of inputs including
water, - and of output as 1nd1cated by the rising domestic resource cost coefﬁc1ent
overtlme Nevertheless, the estlmates of domestic resource cost coefﬁcwnts under
importing situation do not support the commonly held perception of comparatlve'

disadvantage in sugarcane Cll]thPtlon in Pakistan.

76.  Under exporting scena_rio the DRCs of sugarcan'e production in the Punjab

- though still less than one during 1999- 2000 and 2001-2002, were however much higher

than the corresponding coefficiénts" estlmated at import parity prices. As a result of the
developments in the inputs and output markets, both domestic and mtematlonal durmg
2002-03 and 2003-04, DRCs havp become greater than one. Thus sugar exports are not

a viable proposition at the prevalltng input - output relationships and the pnces thereof In

-case of Sindh DRCs which even under exporting scenano were less than. one upto the

year 2002-03 exceed one in 200§ -04, reﬂectmg comparatwe d1sadvantage in exports of
sugar in 2003-04. '
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7.12 To sum up' : | Py

77.  The likely pricing options for sugarcane, 2004;05 crop emerging from. foregoing

analysis of relevant factors are summarized in Table-16,followed by a brief discussion on . -
the subject. | " o
Table-16 : Price Policy Options for Sugarcane : 2004-05 Crop £
— Likely prices of sugarcane at .
; . mill gate
S.No ' Basis : . Punjab NWPF | Sindh
_ ' ‘_ Rupees pei' 40 Kgs
1. Cost of production of sugarcane (Table — 5) 41 37 40
2. Market price realized by growers (2003-04) . 34, 42 35
3. Domestic parity prices worked back from :
i) Average wholesale price of “gur” during _ .
November - December, 2003 (Annex-X) 39 44 -
. ii) Average wholesale prices of sugar during v
2003-04 crushing season (Annex-XI) . 33 33 34 ,
4. If real value of cane price for 2003-04 crop  were -
- to be equated with the level of 1990-91 iy 39 39 41
5. Import parity prices (economic) as worked back form
the average fob (London) price of white sugar v
{(Annex-XIII):
i) During 1998-99 to 2002-03 : 39 39 40
ii) During October — November, 2003 34 34 35
6. Export p‘m'tyvpi'ice (economic) as worked back from
' the average fob (London) price of white sugar (Annex-XV .
i) During 1998-99 to 2002-03 .27 27 28 .
ii) During October — November, 2003 22 22 . 23
7. Cost of domestic resources involved in: A ‘ Rupees per US $ -
(Table—15): e T
1) Producing cane for sugar import substitution S
- Based on 2003-04 prices of sugar 53 - 48
- Based on average prices of sugar 1999-2004 7. - 35
i) Producing cane for exports of sugar -
- Based on 2003-04 prices of sugar .9 . - 82
- Based on average prices of sugar 1999-2004 59 - 54

Note: Figures have been rounded off.
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78. The rm]l gate Cost of Productron (COP) of sugarcane for the 2004 2005 crop at

‘ prevalhng 1nputs’ prrces 1s estrmated atRs 41 per. 40 kg in the Punjab, Rs 37 in the

o NWFP and Rs 40 i m Smdh These costs reﬂect increases of 2.8 to 5.3 percent over the -

correspondmg costs in 2003 2004 effective prices of sugarcane accruing-to the farmers

in the current season are reported at Rs 34 per 40 kgs in the Punjab, and Rs 35 in Sindh

and do not cover even the COP.

-

79. - Based on the average wholesale prices of ‘gur’ during the current crushing

~ season (November-December 2003) mill gate prices of sugarcane are estlmated at Rs 39

per 40 kgs ir the Punjab and Rs. 44 in NWFP. The prices of sugarcane worked back from
the who]esale prices of sugar in the domestic market come to Rs 33 per 40 kgs in the
Punjab and NWFP and Rs. 34 per kgs in Sindh. o !

80.  The import parity prices (economic) of sugarcane estimated from the 5 ‘years
average (1999-2003) fob (London) price of white sugar come to Rs 39 - 40 per 40 kgs.
When calculated on the basis of October — November, 2003 -prices of sugar, the parlty

prices of sugarcane come to Rs 34 — 35 per 40 kgs.

81.  The export parity prices of sugarcane at the mill’ gate,' as calculated from the
medium and short term average fob (London) prices of white sugar are estimated at Rs 27

- 28 per 40 kgs and Rs 22 — 23, respectlvely The domestic resource cost of one dollar’s

~ worth of sugar exports, at the current price through sugarcane cultrvatlon is thus

* estimated at Rs.82 to 91. However for import substitution, costs of the domestic

resources used in sugarcane productron work out to Rs 48 -'53 per one dollar agamst the
current exchange rate of Rs 57 per US dollar Thus, exports of sugar are not a viable

B

proposition.

82.  The analysis of time series data on sugarcane area and production suggests"
expansion/contraction phase spanning over a period of two years before changing into
the next mode. This is primarily in view of the wide spread practice of ratooning. Area
under the -2003 04 crop in response to the low prices of sugarcane for last year and better
prospects of competing crops has reduced by 6.7 per cent in the Punjab, accountmg for

66 per cent of the sugarcane area in the country. . L



36

83.  In view of the foregoing situation, the pricing policy in the context of sugarcane

should aim at’ consohdatmg the gains and restnctlng the sugarcane cultivation to the most

suitable lands/regions. Given the current input-output relatlonshlp and the international -

prices, there is not much leeway for increasing ‘the prlce of sugarcane. In the given
. situation of : (1) low market prices of sugar and sugdrcane, (ii) poor prospects for exports
df sugar, (iil) recurring water shortages and high water requirements of sugarcane, the
over-riding consideration of the government pricing Ipohcy should be to send the correct
signal to farmers 'Of'reducitig‘area under ‘the crop bat. irnproving c'rop yield through
judicious use of inputs and improved crop husbandry ‘The farmers also need to be

protected against the rampant mal-practices in the marketing of sugarcane such as

purchases of CPRs at discount prices by the middlemen, underweighment, delayed -

- payments by the sugar mills etc. The purchases of CPR’s at discount prices by the
middlemen, undef~.weighment of sugarcane must be dealt with stemly to curb these mal-

practices and end exploitation of farmers. - P SR

84. In the context of paying better prices to the growers addressing the problemsi

faced by the sugar industry such as the 'availability of cash credit, disposal of surplus
stocks and regulating the imports have assumed critical import. The Cost Accounts
Organization or the Ministry of Industries should estimate the ex-mill cost price of sugar

keeping in view the cost of sugarcane, processing cost, sucrose recovery etc. The imports

"+ of sugar should be so regulated as to ensure the ex-mill f)rice of sugar worked out by the

M/o Industries to the sugar mills.The problerns of liquidity faced by the mdustry also
need to be addressed

85.  There is also scope for providing relief in the cost of purchased farm inputs

through the adjustments of sales taxes and other levies which the Government should

senously consider. However the current pohcy of fixing -the: prlces of cane by the

provincial governments in view of the difficulties faced by the growers as well as the

industry ‘needs to be reconsidered and the prices of sugarcane be determined by the

federal government. The prices once announced after due consideration of relevant

factors should be ensured to the growers.
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8. LINKING PRICES OF SUGARCANE TO ITS QUALITY

86.  The existing system of payment of price to sugarcane growers in Pakistan is not
related to the quality of their produce. If an individﬁal grower sells his cane of higher

sucrose contents, he does not gét higher price for that cane. However, in the past some

- mills had been paying quality premium at the end of the season on the basis of seasonal

recovery. So the system neither encouraged the farmers to improve the quality of cane

nor to grow varieties with high sucrosg‘ contents because for them weight was the only

 consideration. For improving the situation-anid to enhance the efficiency both at farm and

mill level, it is iinpetativc that price of cane be linked to its sucrose contents. For making

payment of price according to the quality of sugarcane, , the APCom has been suggesting

various measures in the past. But due to one or the other reason, the subject has not

received the dué attention of the sugar industry and policy makers. If the G()vernmévnt'

 decides. to link sugarcane price to its sucrose contents the APCom can provide a working

paper on the subject for further action in this regard.

9.  MARKETING OF SUGARCANE

- 87..  The sugarcane as one of the main cash crops of Pakistan has a large lmpact on the

well bemg of community. Due to penshable nature of the produce it cannot be stored

after its harvesting and has to be processed either into gur/khandsan at the farm or into

sugar by the sugar mills. Thus, its marketing plays a pivotal role in this regard For

ascertaining the sxtuatlon regardmg marketing of sugarcane, APCom conducted a mini

field survey in the main sugarcane growing areas during the months of December, 2003
and January, 2004. The problems faced by the growers are discussed in the following

paragraphs. '

9.1 Under weighment

| 88. The undérweighment of cane at purchase centers and the mills premises is a

commoh phenomenon on the pairt of mills and their agents ‘arid,‘ the private purchase

centres. The scales and weighbridges installed at the procurement centres do not record
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the correct wéight. The extent of underweighment varies from place to place and for each
‘mill. The growers have alleged that underweighment was upto the extent of 10-20 per
cent of weight or about 40-50 maunds per trolley load of 350-450 maunds. The dlstnct
' govemments may install their own weighbridges to solve this problem and ban the use of

temporary weighbridges at purchase centres.
9.2  Undue deductions . S

89. It has been noticed that mills are making deductions on the plea that poor quality

cane with high trash elements is being brought by the farmers. In some places these '

deductions go upto 10 per cent. For the betterment of the situation, the growers are
needed to be educated to proﬁerly clean the trash before supply to mills, on the one hand
and to put some check by the Cane Commissioners against such high undue deductions,
on the other hand. ~ : |

9.3  Delayed piyments

90. In the beginning of the season, the péyments are generally made within two weeks
but as the season progresses to the end, the payments are delayed by moh;hs and in some
cases by seasons. The mills are of the view that this happens due to liquidity pi'oblem.
Thus, there is a need to i.mpose penalties on late payments as laid down in the Sugar
Factories Control Act and also to enhance the liquidity of the sugarmills by liﬁing. sugar

at a certain pre-determined price by the public sector.
94  Presence of middlemen
91.  The presence of middlemen is considered necessary in marketing the agricultural

produce. But since manufacturing of sugar is a chemical process, the presence of

- middlemen in sugarcane supply to the mills causes delay and hence reduction in sugar

recovery. The middlemen, therefore, in sugarcane marketing do harm to the mills and the ’

* . growers. Thus, the involvement of middlemen in suga}cané'supply needs to be banned

through administrative measures.
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9.5  The purchase of CPRs

92.  Since some of the mills delay the payments, the growers are compelled to sell the
CPRs at discount ranging from Rs 2 - 5. pér 40 kgs of cane price. This practice causes
huge Iosseé fo the gfowers. Therefore, it needs to be stopped altogether or margin be
restricted to Rs 1 per 40 kgs only. Moreover, the mills should also be compelled to make
payments within two weeks aﬁer cane delivery as laid down in the Sugar Fact_orieé

Control Act so that the need for selling the CPRs is minimized.
9.6  Use of sugarcane cess fund

93.  The provincial governments collect and maintain the accounts of sugarcane cess
funds. The cess fund is to be utilized for the constructlon of new roads and 1mprovement
of the existing ones and link roads including other infrastructure in the area. The fund can 3
also be utilized for research and development of sugarcane crop. The provmcu_ll
governments are known to have accumulated huge amounts of cess funds which needs to
be plroperly used on cohsfru_ction of infrastructure and evolvement of new varieties of

sugarcane.
9.7 Am'endments—in Sugar Factories Control Act, 1950

94.  The sugarmills functlon under the provisions of the Sugar Factories Control Act _
1950. Many changes have occurred in cane marketlng after de—zonmg and the ﬁmctlomng ,
of the Act has become less effective. So there is a need that the Act may be amended in
accordance with the current needs, especially the promotion of the provisioﬁs of the
contract system between growers and the mill and the removal of provisioils regarding

prohibition of gur making and zoning etc.
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10. VALUE-ADDITION AND VERTICAL INTEGRATION IN SUGAR
INDUSTRY , -

95. In view of the falling trend in the world prices of sugar. and\\}l'arge-scale
investments in the domestic sugar industry it is imperative to improve the efﬁc:ency of
resource use in sugarcane production and its processing. For improving productmty in
sugarcane -cultivation a number .of steps have ‘been discussed in this Report. For
improving the productivity in sugar processing the requirement is not only to improve the
efficiency but also value addition through vertical integration. It is understood that sugar
‘has become a by-product in many of sugar producing countries as the revenue accruing
form the sale of other products manufactured from the molasses and bagasse have out
paced the revenue from the sale of sugar. In the wake of fast approaching globalization
and WTO requirements the. sugar industry of Pakistan which relies on sugar
manufacturing only and has not paid much attention to the production of other value
added products, would also have to go into value addmg business. The llkely products
which. can be manufactured form the molasses include alcohol, citric acid, lysine,
monosodium glutama, liquid sugar, yeasts etc. While bagasse can be used in the

production of chipboard, paper compressed fiber and even electricity.

11. IMPROVING PRODUCTIVITY |

96. ° The raw material requirement of sugar industry corﬁprising 75 - 78 sugar mills,
with crushing capacity of about 350 thousand tonnes per day has been met through
expanding acreage under ”sugarcane This demand-led hortzontal expansion ‘in cane
production has not only resulted in extension of- sugarcane cultlvatlon to margma] areas
but also aggravated the ‘water shortage Sugarcane a high water delta crop poses serious
' competltlon to other nnportant crops: cotton, rice, wheat etc. Thus, further expansmn in
| sugarcane area already spanmng over one million hectares, given the recurring water
shortages and the i ‘increasing demand for water from other crops and non farm uses is no
more a v1able option. With the i mcreasmg requlrements of other food and cash crops to
meet the ever expanding demand from burgeomng populatlon, it is-of utmost 1mportance

to increase the productivity of resource use in agriculture through all the possible means.

97.  On the basis of available evidence, there exists a vast scope for the ‘improvement

in yield of cane and its sucrose contents through improved crop management as well as
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its processing. Pakistan at oresent does not compare favourably on b‘oth these .counts
with other cane producing countnes In terms of average cane yleld Pak1stan ranks 15 in
the world . The progresswe cane farmers in Pakistan usually harvest around 40 tonnes of
sugarcane per acre while the average farmers do not go beyond 20 - 25 ‘tonnes. The
potential of existing cane varieties under optimal conditions of inputs use ‘is 50 tonnes or
so. Australia obtains 5 tonnes of sugar per acre against 1.7 tonnes of Paklstan A number
of factors/constraints have been identified by the Commission in this context in
consultation with the crop experts and farmers. Accordingly, the APCom in its Support
Price Policy for 2002-03 and 2003-04. crops of sugarcane emphasxzed on increasing
productivity and for that purpose suggested. various measures. However, as these
measures were not reflected in the MINFAL’s summary, these are reiterated for favour of

consideration.
11.1  Varietal development

98.  The development of new varieties of sugarcane is a,lengthy proeesskrequin'ng

primarily the sugarcaﬁe fuzz either thi‘ough its local 'production or imports from abroad.

. The poor infrastructural support for breeding work and climatic conditions in the country

except in few areas have not permitted the former. Moreover, the cane breeding

- programme has been quite limited and confined to a few centers. The programme is also

constrained due to insufficient funds and land resources.

99. Considering the financial constraints of Sugarcane Research Institutes, the Sugar

Board in its 39" meeting held on 17™ August 1992 decided that provincial governments

. should set aside 5<per cent of the cess fund for research and development of sugarcane.

Since then ECC of the Cabinet in its annual meetings for sugarcane has been directing the

provincial vgo:vemments for the implementation of the above decision but except release .
~of a few lacs of rupees by the government of NWFP allocation of cess fund for cane
_ research development has been conﬁned to paper work. Therefore, APCom emphasxzes

~ the implementation of the decmons about the allocation of cess fund. Itis also suggested

that the research stations concerned with varietal devclopment should be strengthened ‘
and their research programmes monitored and reviewed periodically through peer

review.,
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11.2 Land preparation

100.  Sugarcane is generally cultivated after cotton and rice. Being deep rooted crop
deep ploughing followed by disc/harrow is necessary to provide better conditions for,
proper developmént ‘6f root system. The ﬁeld surveys conducted by APCom on
- sugarcane have shown that only 30-40 per cent of the cane growers have adopted this
practice. A large number of farmers are even not aware of th‘e‘ importance of the use of
deep tillage implements in land prepardtion. High cost of the oberation/non-évailability of
needed equipment on custom hire rates are also a major constraint. The Agriculture
~ Extension Departments need to launch educational campaigns to‘apprise the farmers

about the proper methods of land preparation for sugarcane cultivation.
11.3  Provision of seed of approVed varietiés

101. | The researchers/breeders have developed a nurber of high yielding varieties of
sugarcane for early, mid énd late seasons, which if adopted h’_lay help increase the cane
yield by 20-25 per cent. However, their adopfio‘n is predicated on the availability. of their
disease free seed. According to the information obtained from Sugarcane Research
Centres, high yielding cane varieties recommended for Punjab include:. SPF-213, SPF-
234, COJ-84, BF-162, CP-43-33, CP-77-400, CP-72-2086, CPF-237 and HSF-240.
Yield potential of these varieties realized at research farms ranges from 80 to 100 tonnes
per hectare with sugar recovery frorﬁ 10-12.5 per cent. CO-1148 is an Indian v‘aﬁety not
‘recommended for cultivation but due to its physical weight and good ratooning it had
been adopted by a large number of growers. its cultivation . though on the decline is still
continuing aé a large chunk of sugarcane area in the province.

102. For Sindh BL—4 ,PR-1000 and BF-129 are the recommended v_arieties. Like CO-

1148 in Punjab, a disco variety is being cultivated in Sindh but it has low sugar content

and is not approved for cultivation. The recommended varieties for NWFP are: CP-72-
2086, CP-77-400, Mardan-92, and Mardan-93. All these varieties if cultivated according
to their recommended seasons, may give cane yield of 900-1000 maunds per acre and

sucrose recovery of more than 10 per cent. :
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103. Farmers generally use their commercial crop as seed without its treatment against

fungal diseases because no institutional arrangements are available for the production,

multiplication and distribution of quality seed of high yielding varieties. In the wake of

dezoning, sugar mills are also reported to have stopped their cane development activities

'mcludmg the supply of 1mproved seed to the growers. The APCom suggests the

following measures:

i) Provincial Agriculture Departments should launch an aggressive campaign
for educating the growers regarding the sowing of improved varieties and
discouraging the cultivation of unapproved varieties.

i) The sugar industry should provide incentive to the growers for growing
cane of high sucrose varieties in the form of quality premium.
iii) The responsibility of production, multiplication and distribution of
certified seed of sugarcane be assigned to the sugar mills, as they are the
main beneficiaries of increased production of sugarcane. For this purpose
sugar mills should establish their Cane. Development Centres either
1nd1v1dually of collectively. These centres in collaboration with the '
progressive- growers and sugarcane researchers should. undertake the
multiplication and distribution of certlﬁed cane seed. ’

iv)  The sugan’riills should provide the facilities of hot water‘ treatment of cane
‘ setts to the growers alongwith technical‘guidance for using the technique.

V) The Cane Development Centres of the sugar mills should also function as
regular institution for extending technical advisory services to sugarcane
growers in co-operation with the provincial agricultural research and
extension departments

.11.4. Low plant polvabulation

104. Lack of adequate plant population remains an important factor in low prqductivity |
of sugarcane. The research on su'garcané has found that even good quality seed does not
provide more than 60 per cent germination implying that quantity of seed ‘should be so
adjusted to get optimum crop stand and in turn optimum crop yield. In general 80-100
maunds seed of thin and-100-120 maunds of thick varieties of cane is recommended for
cultivating one acfe. Nevergheless to ensure 100 per cent germination this quantity of

seed must be enhanced through following double sett sowing method 'r‘é"c":qmmended by
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- experts. The seed setts should possess two buds and be put in furrows by joining their
* ends and may be covered with 2-3 inches t}liek layer of soil. It is also suggested that the
seed should be used from fresh crop of 6-8 months old. In order to ensure a good crop
~ stand gap filling should be practiced and seed nurseries ‘be developed for th1s purpose.
The task seems to be of adv1sory nature and growers have to be persuaded for adopting
recommendations on the subject. . o |

~

11.5 Balanced use of ‘fertilizers

105.  Chemical fertilizers play an important role in enhancing crop productivity but real

 key for getting maximum returns from the investment on fertilizers is their balanced and

timely application. Ovemme though fertilizer use has 1ncreased but due to widening of
NP ratio productivity - gams have been sub-optimal. The survey reports on use of
fertilizers have shown that only a small fraction of cane growers have adopted balanced
use of fertlhzers Th1s imbalance in nutrient apphcatlon adversely affects the per hectare

yield of sugarcane as well as quality of the produce.

106. The empmcal research has proved that mtrogenous fertilizers stimulate vegetative

. growth phosphatlc fertlhzers help nourishing of roots and strengthening of plants and

potassic fertlhzers improve/enhance the recovery of sugar and create resistance against-

~ drought and some diseases. Experiments have further shown that an average production
~of 1000 maunds of cane from an acre removes 72 kgs of N 36 kgs of P and 136 kgs of K
_ from the soil. Keepmg in view the fertilizer efﬁc1ency and to keep the soil fertility intact,

double of the above quantity of fertilizers needs to be applied. However, this also

’ de];ends on the nutrienta already available in the soil: Our soils though not deficient in

potash but need some application of this nutrient for improving the efficiency of other
fertilizers. The current use of 3 kgs of potash per acre on the average is too low to
_provide good results. The judicious and balanced use of NP & K fertilizers is imperative

for improving the productivity of sugarcane and its sucrose contents.

107.  Although research on fertilizer use in the country is much ahead of other research

areas, yet growers are seldom aware of the recommendations/conclusions in this context.

Timely availability of required fertilizers, provision of technical guidance regarding
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propeér mix of various brands of fertilizers, determining optimum nutrient requirement

based on soil analysis and management of scarce water:resources are seen as lacking

*factors affectihg‘ the efficiency of fertilizers‘ﬁsed. ‘The provincial governments should

launch campaigns to educate the growers about the importance of the use of balanced

doses of various fertilizers based on proper plant/soil analysis and the timings and

" methods of use of various fertilizers.

11.6  Useof press mud/organic matter -

108. - As a result of intensive cropping most of our lands/soils have become deficient in
organic matter and in turn possess poor texture. This phenomenon has affected oufput-
input response causing -economic losses. Organic matter of these soils can be
improved/compensated through adding composts, FYM and adopting green manuring

practices but intensive cropping does not allow this. Press mud is a waste and by product

- of sugar industry contaim'ng 2 per cent of N, 4 per cent of P, Os and 1 per cent of K3 O.

Presently, the press mud is used as fuel in brick kilns which is a dual loss to the society,
firstly through destroying useful nutrients and secondly through causing pollution in the
atmosphere. The provincial governments need to discourage burning of press mud as
fuel and promoting its use as organi¢ matter/manure in crop production. The sugar mils
should supply press mud to the cane growers free of cost instead of selling for non-farm
uses. Apparently it may not appeal to the sugarmills. However, if press mudis properly

applied to sugarcane fields increased production of cane in turn will -yield" higher

- economic returns to the sugarmills.

-

~

11.7 Plant Protection

11.7.1 Weed control

" 109. During the early stages of sugarcane growth weeds compete with the plants for

" nutrients available in the soil and thus causing a significant loss in cane yields. The

empirical research has found that proper inter-culture and hoeing after 60-80 days of crop
sowing effectively in eradicating the weeds. However, high cost of labour beside its
shortage results in ineffective control of weeds. Use of weedicides to eradicate weeds is

therefore strongly advised.
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~ 1L7.2 Control of diseasés -

110. Sugarcane is attacked by a number of diseases.: These dlseases greatly mﬂuence
cane yields and sucrose recovery The most prevalent diseases are red rot, wilt, whip
smut, mosaic, and ratoon stunting. Some of these diseases are difficult to identify by
farmers, but their attacks cause considerable reduction in yield. Mostuof the diseases are
seed borne. To guard against seed and soil borne diseases the seed treatment with
funglmdes is necessary. Hot water treatment of seed agamst diseases like red, rot has also
o been found beneficial and needs to be populansed However, this. facility can not be
. provided to the growers at their farms. Only sugar mills can be affective in this context.
Earthing up of the sugarcane crop after two months of sprouting serves as preventive
measures against borer attack and- lodging. Moreover, this practice checks _tillering at
late stages of crop development preventmg uneven crop stand and promote uniform
‘maturity. The Provincial agnculture departments should launch an educational campaign

-for the growers and the sugar mills on the subject.

11.7.3. Biological control of sugarcane pests

111.  Sugarcane erop is attacked by borers, termites, pyrilla, bugs etc which cause 10-
35 per cent loss in productlon and 0.25 to 1.25 per . cent .In sucrose recovery Generally
chemical control measures are recommended for protecting the crop from the above
mentioned pests/insects. The experience and research have shown that use of chemicals
also kill many predators and natural enemies of these pests. Moreover, when plants have
“grown in size and length severe attack of pests can not be controlled through the'use_'of
chenlicalsf"as-manaal/mechanical tspraying of the crops is not possible. Alternatively
' granulaff"fpestieides- do_offer the solution but are costly and also not effective in

eontrollmg stem; top and “gurdaspuri” borers. Some traditional measures like burnlng of

trash are also applied but this practxce destroys the eggs and larvae of some useful pests A

and encourages populatlon of harmful pests sorneumes to beyond economic mjury level.
Thus practice of “spray and kill” and burning of trash needs to be replaced by Integrated
Pest Management (IPM) technology based on the use of cultural methods and biological

measures to control sugarcane pests and diseases.
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112.  The concept of binogicalA_ control is based on the fact that each insect/peét has a
complement of parasites, predators and diseases that are part of that pest’s co-evolved
natural checks and balances. Among theée commonly known parasites/predators are Epi-

pyropes for sugarcane pyriila and cotesia flavipes and trichograma for sugarcane borers.

The 1dent1ﬂcat10n of species of trichograma and other parasites/predators for controlling

sugarcane pests is no doubt a good achievement of research but exploitation of real

benefits of this technology needs artificial rearing of parasites/predators of sugarcane
pests on commercial scale and their edoption by the growers. The public sector
institutions do not have sufficient resqilrces for this task, Therefore, sugar mills, also
being the direct beneficiaries of increased production and impfoved quaiity of the

produce, need to spearhead the cause of IPM. Some sugar mills have already established

their system of rearing prcdators and distributing these to the growers at nommal prices.

It has been reported that in the areas of those sugar mills whlch dlstrlbuted the cards
contammg eggs of artificially reared parasites/predators attack of pest has reduced. This
practice should be adopted by other sugar mills also. The government should stress upon
the PSMA to ensure establishment of IPM labs for rearing of predators et each mill. The
provmc1al agriculture department can also play a vital role in educating: the growers about
various cultural practices in contro]hng the pests and in the dxstnbutlon and adoption of

biological control techniques..
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AREA YIELD AND PRODUCTION OF SUGARCANE 1 993-94 TO 2003-04

ANNEX-!

LYEARS | PUNJAB | SINDH _ | NWFP IBALOCHISTA 1 PAKISTAN]
AREA aoo HECTARES

1993-94 596.2 265.8 100.3 05 - '+ 9628
' 1994-95 - 656.7 249.7 102.1 05 . . 1009.0
1995-96 . 605.6 . 2544 - 1025 06 7 9631
1996-97 604.2 251.2 108.4 07,7 .. 9645
1997-98 685.3 - 261.6 - 108.6 07 . . 1056.2
1998-99 - 7803 270.8 103.3 07 1155.1
1999-00 ’ 672.1 230.6 106.3 0.8 - . 1009.8
2000-01 - 6155 238.8  105.9 06 -960.8.
-2001-02 . 656.8 2407 1015 0.7 999.7
© 2002-03 . 7353 258.6 104.9 08 1099.6: -
2003-04 - 686.3 259.9 _104.2 04, 1050.8
YIELD " TONNES PER HECTARE

1993-94 41.1 58.0 44.6 - 50.2 46.1
1994-95 » 43,0 573 - 447  55.8 46.7
1995-96 444 54.0 44.7 . 49.2 47.0
1996-97 39.7 52.2 44.7 514 43.5
1997-98 - 46.9 61.2 456 ~'53:6 50.3
1998-99 - -42.8 63.0 45.7 544 . 47.8
1998-00 40.3 62.0 46.3 543 45.9
2000-01 434 50.5 452 53.7 . 454
2001-02 . 48.4 474 47.2 50.0 48.1
:2002-03 . 45.1 . 534 481 - . 508 47.3
2003-04 48.5 . 547 - 485 .'47.5 - 50.0
PRODUCTION 000 TONNES

1993-94 . 245108 15421.0 44704 - - 25:1 . 44427.0
1994-95 28268.0 143103 45622 . 27.9 47168.4
1995-96 - 26880.0 ° - 13737.2 ©  4583.0 29.5 45229.7 .
1996-97 24010.2 13110.6 4841.6 36.0 41998.4
1997-98 32110.6 15999.6 4956.5 - 375 53104.2
1998-99 '33382.8 17050.7 47195 ' 38.1° 55191.1
1999-00 27081.3 14290.8 49171 . 43.4 @463326)
2000-01 26740.0 12049.7. 4784.4 322 43606.3
2001-02 * 31803.1 11416.3 4787.2 35.0 48041.6
2002-03 33168.6 13797.6 5049.0 40.6 © 52055.8
2003-04 - 33297.2 14218.3 5050.1 ©19.0 52584.6

Sources:’ . 1. From 1993-94 to 2000-01: Agricultural Statistics of Pakistan

2000-01, MINFAL,Islamabad
2. For 2002-2003: Final estimates Provided by Provincial Agriculture Departments

3. For 2003-2004: Second estimates of Punjab, Sindh, NWFP and Balochistan
Provided by provincial Agriculture Departments _
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AR ANNEX-I
. AVERAGE FARMERS' COST OF PRODUC‘I’ 10N OF SUGARCANE IN 'rHE NJAB '
- . 2003-04 AND 2004-05 CROPS . ®
Sr. . B AvgNo of 7003 =04 Crop | 7004~ OSCrop Change in
No.| Operations /inputs R oprefunits/ | Cost pe| Cost per | Cost pe Cost per | 2004-05 over
s c : acre unit acre | unit | “ecre 2003-04
1 s o - IR E - 4 5—3‘4 8 .| 7=36 | . 875
- j T B -.-..-—-Rupees-—-——-v- 32 ;"f"fz.:«.
1. Land preparation: ) . : : ot
: 1.1 Deepploughlnq PR 0476~ 39500 18B.02 410 00 195 6 (T4
. 1.2 'Rotavator ... 0452 43500 €6.12 45000 6840 < 228
1.3 Ploughing ’ ' T 9BAT 14500 113782 15000 1177.05 - 3923 .
1.4 Planking 3.309 7500 24818 7500 248.18 . 0.00
1.5 Leveling . 0.561 180.00 106.59 200.00 11220 . 661
2.  Seed bed preparation: . ' - .
2.1 Ploughing/Furrow making o 0467 14500 3386  150.00 35 03 147
2.2 Planking . 0.193 76.00 7.24 7500 724 : 000
2.3 Trench/Ridge making ' . R
2.3.1 Manual (m.days) - 0,106 95.00 504. 10000 . 530 - 026
2.3.2 Tractor ! 0700 - 145.00 60756 150.00 §250 .. WI8
2.4 Bund making . . : : o LR
24.1 Manual {m.days) - 1.655 9500 7861 10000 8275 L 404
2.4.2 Tractor ’ - 0.158 14500 1146 150.00 11.85 ;. 0.39
3. Seed and Sowing operations: B o S
3.1 40 kg units . 8.578 4500 14801 4500 148.01 - - 0.00
3.2 Marlas : . 10640 22500 1197.00 22500 1197.00 .  0.00 .
3.3 Harvesting, stripping and B A.796 §5.00 - 227.81 10000 ,239.89 (2R L B 99
making of set  (m.days) . o,
- 3.4 Trangport ’ ) .- .- ' 10500 - 115.00: - 10.00
3.5 Sowing of sels (m.days) ] © 0.78% 8500 43710 100.00 - 39.05 - 4.985
3.6 Contract sowing - T . - 115.00 - 120.00 5.00
4, Interculture and Earthing up: : e A ‘
4.1 Manuatbinding of p(ams ' 0.609 37500 22838 39500 24056 - 1218 -
42 Bullock/tractor 2.008 14500 291.16 150.00 301.20 . 10.04
5. Plant Protaction:, . .
5.1 Weedicides R 0424 21700 - 2691 22000 2728 - 037
5.2 Granules Co : 0.070 21100 1477 21500 1505 0.28
5.3 Sparys L 0.33t 19400 6421 185.00 6455 0.33
54 Others. R . 0.161 44800 72143 450.00 . ‘7245 . 0.32
6.- Iigation: . : : . .
6.1 Canal o . 8.900 T 177.16 - 177.16 | 0.00
8.2 Privata tubewell 4.440 32600 1443.00 352.00 1562.88 119.88
6.3 Mixed 2,160 7700 16832 79.00 - 170.64 432
7. Labour for krigation andwaler course 4.660 9600 461.70 100.00 486.00 24.30
cleaning (m.days) . o ) o
8. Farm Yard Manure: , . . . o e
8.1 Material ' - - 480.00 - 50000 - 10.00
8.2 Tmnspoﬂ&app!icaﬂon . - - - 36500 - - 40000 35.00
9. Fertlilzers: (bags) o -
9.1 DAP 1.280 750.00 ©60.00 898.00 - 1149.44 189.44
9.2 Urea T 1.730 411.00 71103 41800 72314 1241
8.3 Nitrophos . 0.350 535,00 187.25 628.00 - 21980 - -32.55
. 84 SSP 0,010 259,00 2.59 307,00 3.07 048
9.5 CAN . 0010 27700 277  289.00 289 012
96 SOP ' 0.070 799.00 5593 779.00 54,53 -1.40
9.7 Gypsum 0.440 4000 . 17.60  40.00 - 1760 0.00
10. Fert lramponand application o 3.600 - 2200 8558 2300 8947 3.89
11, Markup @ 11.0 % per annum for 13 momhs - - 1427.48 . - 118684 -240.84
on tams 110 10 minus item 6.4 ‘ L :
12. Lnnd rant for 13 months - 4500.00 4875.00 . 4600.00 4875.00 0.00
13.  Weighted average land tax @ Rs 120!30!9/ - - 130,00 - 130.00 0.00
. annum for 13 months . . : N
14. Management charges for 13 months ) - . 471.00 - .-53500 - 64.00
w15, Harvesting & stripping (40 kg units) 565.150 450 2517.74 500  2797.49 279.75
16. Expecied escalation in cost of selected lems . - - 671.00 =~ - €80.00 9.00
17. Total cost (itema 1 to 16) - .- - 20336.34 857.05
; \, 18, Yield (40 kg units) - . Ceesas) - [sesis]  o0oo
19. Cost of production at farm level: (Rsl4o kgs) . . S
19.1 Including tand rent - . % 3482. - 3588~ - 118
19.2 excluding land rent. ‘ i - s 2620 - 2T 116
20 Marketing expenses: (Rs/40 kgs) : R ‘
. 20.1 Transport, etc. - .- 4.50 - 500 0.50
20.2 Davelopment cess “. - 0.25 - 0.25 - 0.00
21. Cost of production at mill-gate: (RsMO kgs) : E
- 21.1 incuding land rent C . . %sr - 4 166
21,2 .exciuding land rent ' - 3085 - 3261 1.66

Note: Mark-up for 2003-04 crop has worked out @ 14 per cent per annum.
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"~ ANNEX-I
AVERAGE FARMERS' COST OF PRODUCTION OF SUGARCANE IN SINDH -

-

&

g

a

T el 2003-04 AND 2004-05 CROPS Co .
- ) F*S-rw ,f e L | AvgNa.of| 2003 -04 Crop. | 2004.- 05 Crop |Change in
No. Operaﬁons‘llnpulg - .. . |oprs/units/ | Costpe| Costper | Costpe! Costper | 2004-05 over
N ' . R _acre unit acre uhit acre - 2003-04
i 2 3 4 | 534 |6, | 7=3% | : 8715
* et RUPOG semmiece 5o 2 7 .
1. Land preparation : SRR e
" 1.1 Deep ploughing - 0.5623 390.00 203.97 440.00 230.12-: : 26.15
1.2 Ploughing 5606 21000 1177.26 -220.00 123332 - 56.06
1.3 Planking .. 1577 10500 - 16559 - 110.00 17347 - .7.88
1.4 Levelling - 0.872 21000 20442 22000 21384 | .9872
2. Seed bed preparation: . . ST ‘ e &
‘ 21 P!oughlng/Furrowmaklng 1.136.. 210,00 164.61 " 220.00° 17244 - . 7.84
2.2 Planking ©1.340 10500 97.08 110.00 10171 . 4.62
2.3 Trenchiridge making . ) R
2.3.1 manual {m.days) T tT0.074 95.00 4.85  100.00 5.1 . 028
2.3.2 tractor (hrs) S - 0174 170.00° 20.41 180 00 21.81 1.20
2.4 Bund making (m.days) )
24.1 manual (m.days) ‘0.403 95.00 26.42 100 00 2781 1.39
2.4.2 tractor (hrs) 0.812 170.00 9525 - 180.00 100.85 ~ 5.60
~ 3. Seeod and Sowing oparations : ' e
’ 3.1 40 kg units . . .64.118 55.00 243328 5500 2433.28 0,00
3.2 Ghuntas G . 0.685 1340.00 633.35 1340.00 -633.35 * .0.00
3.3 Harvestiiig, stripping’ and . 4420 9500 28073 -100.00 - 30488 1525
makingof set  (m.days) - o R St
3.4 Transportation ’ - - 200.00 - 220,00 e - 20.00
3.5 Sowing of sets (m.days) © 0588 0500 3854 100 OQ “40.7 " - . 2.03
3.6 Contractsowing * - - - 185.00 - 19500 . 10.00
4. Interculture and Earthing up: SR A
4.1 Manual ~ 1762 .360.00 634.32 380.00 - 669. 56 35.24
4.2 Bullock/tractor : 4725 21000 36225 220.00 379.50 17.25
"8, Plant Protection :. . : ‘ . :
5.1 Weedicldes " 0.344 28500 10148 207.00 10217 0.69
5.2 Granules " 0342 20400 69.77 205.00 . 70.11 0.34
5.3 Sprays 0.398 21000 8358 211.00- . 83.98 0.40
6. lrrigation ‘ : '
6.1 Canal 20.880 - 18187 - . 181.87 0.00
6.2 Private tubewell ' _ 2450 178.00 43640 188.00 460.60 24.50
7. Labour for irrigation and water course 5.859 85.00 556.61 . 10000 585.90° 29.28
. cleaning (m.days) . o
8. Farm Yard Manure: : o L S
8.1 Material - E - - 730.00 - 75000 20.00
- 8.2 Transport & application - - 350.00 a '385.00 '_,_ 35.00
9. Fertilizers: (bags) _ : 3 N
9.1 DAP ST 1.512  739.00 1117.37 88000 133056 1.213.18
9.2 Urea 3625 . 41000 1486.25° 418.00 1515, 2577 20.00
- 8.3 Nitrophos 0.376 563.00 211.69 680.00 25588- .43.89
8.4 CAN 0185 28800 5328  313.00 .57.91. - 4.63
8.5 AS 0046 300.00 13.80 --400.00 1840 . .4.80
9.6 SOP 0.085 80000 68.00- 75000 - 6376 = 425
10. Fert. transport and appiicenon 5.828 2200 128.24 2300 13407 - 583
11. Markup @ 11.0 % per annum for 16 - 233824 - - 1928.05 -410.19
" months on item 1 to 10 minus item 8.1 . NNEEE
12. Landrent for 16 months - 2500.00 3333.33 -2500.00 3333.33  -0.00
. 13, Land tax @ Rs 200/acre/annum for 16 months - - 26667 - -...266.67 0.00 |
14. Drainage cess - - 2400 - 2400 . 0.00
15. Management charges for 16 months _ © . . - 67900 .. 65800 . 79.00
16. Harvesting & stripping (40 kg units) 676020 4.50 304209 5.00 3380.10 338.01
17. Expected escalation in the cost of selected ltem - ‘. - 68200 - 645.93‘ ;77(:;
18. Total cost (items 1 to 17) ' - - 22799.38 - 2338890  587.
19.  Yield (40 kg units) - . - --0.00
20. Cast of production at farm level: . (Rsl40 kgs) : :
20.1 inciuding land rent - - 3373 .= 3458— 086
20.2 excluding land rent : - - 2880 ~.e 2068 0.87
21. Marketing expenses: (Rs/40 kgs) <
21.1 Transport, etc. . - - 4.50 - - 5.00 0.50
21.2 Development cess - - 032 - 032 0.00
22, Costof uction at mill-gate: (Rsl40 kgs) ‘ . -
Co224 lng::lm tand rent - - 3855 o= 3001l 130
22.2 excluding fand rent - 3382 -, 3488 137

Note; Mark-up for 2003-04 ctop has worked out @ 14 per cenl per annum,
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'ANNEXAV

AVERAGE FARMERS'’ COST OF PRODUCTION OF SUGARGANE iN NWFP
2003-04 AND 2004-05 CROPS
*, . N
Sr. . Avg No. of 2003 - 04 crop 2004 - 05 crop  |Change in
No.| Operations / inputs oprs/units/ | Cost pe| Cost per | Cost pej Cost per | 2004-05 over
acre unit acre gnit .| acre 2003-04
1 2 3 "4 65=3"4 - 8 7=3"6 8=7-5
: ‘ ’ Rup .
1. Land preparation: , C '
1.1 Deep ploughing/Rotavator 0.665 = 420.00 279.30 450.00° 29925 = 19.95
1.2 Ploughing’ 2776 165.00 458.04 180.00 v 499.68- . 41.64
1.3 - Planking 0.435 85.00 36.98 - 90.00 39.15 217
1.4 Levelling 0.344 165.00 56.76 .. 180.00 ~ 61.92 516
2. Seed bed preparation: . - S :
2.1 Ploughing/Furow making - 0.982 165.00 84.26 180.00 9192 7.66
2.2 Planking . 0.027 85.00 1.19 90.00 1.26 0.07
2.3 Trech/Ridge making (tractor hrs) 0.039 16500 335 18000 3.65 0.30
2.4 Bund making (m.days}) 1.274 90.00 59.62 95.00 = 62.94 .31
3. Seed and Sowing operations: : o
3.1 40kgunits 76.337 55.00 ' 2183.24 55.00 2183.24 0.00
3.2 Harvesting, stripping and X141 80.00 17180 9500  181.35 9.54
making of set (m.days) . : ’ ‘
3.3 Transport - - 17000 - 185.00 16.00
3.4 Sowing of sets {m. days) 4.097 90.00 191.74 9500 20239 10.65
4. Interculture and Earthing up : o) . :
4.1 Manual/binding of plants 1.642 415.00 . 68143 440.00 72248 41.06
4.2 Bullock/tractor 1869 165.00 306.74 180.00 334.62 27.89
5.  Plant Protection: ' _ : '
5.1 Weedicldes 0336 ~ 297.00 99.79 300.00 100.80 1.01
5.2 Granules 0.084 261.00 2453 264.00 24.82 0.28
5.3 Sprays 0.306 186,00 56.92 188.00 57.53° 0.61
5.4 Others 0.261 25100 65.51 253.00 ©6.03 0.62
6. lmigation: : o
6.1 Canal N 15.19 - 499.20 = 499.20 0.00
6:2 Private tubewell 261 22000 574.20 225.00 687.25 13.05
6.3 Private canal (manual labour) 243 '10.00 2430 ° 10.00 24.30 0.00
7.  Labour for irigation and water course -7.953 80.00 .716.77 95.00 7655.54 39.77
cleaning (m.days) g .
8. Farm Yard Manure: .
8.1 Material - - 780.00 “ 800.00 20.00
8.2 Transport & application - - 490.00 _ 530.00 40.00
9. Fertilizers: (bags) : ; '
9.1 DAP 0.830 765.00 63495 9800.00 747.00 112.06
9.2 Urea 1.970 409.00 80573 418.00 823.46 17.73
9.3 Nitrophos 0330 565.00 18645 660.00 217.80 31.35
8.4 CAN - 0.430  290.00 3770 . 300.00. 39.00 1.30
10. Fenrt. transport and application 3260 - 2200 7172 23.00 7498 3.26
11. Mark up @ 11.0 % per annum for 15 - - 1606.56 - 1325.83 -280.73
months on item 1 to 10 minus item 6.1 : .
12, Land rent for 15 months - 4500.00 5625.00 4500.00 5625.00 '0.'00<
13. Weighted average land tax @ Rs 120/acre/ - - . 8375 - 93.75 -0.00
annum for 15 months
14. Managemsnt charges for 15 months - - 543.00 - 617.00 74.00 -
15. Harvesting & stripping (40 kg units) 585460 450 60595 . 5.00 673.28 - 67.33
16. Expected escalation In cost of selected items . - 435.00 -+ 365.00 -70.00
17. Total cost (items 110 16) - + 18660.46 - 1891640 25593
18. Yield (40 kg units) - - (58546 - 0.00
19. Cost of productionat farm level: (Rs/40 kgs) ‘ .
19.1 including land rent . - - 31.87 - 323 0.44
19.2 excluding land rent - - 22,27 - 2270 0.44
20, Marketing expenses: (Rs/40 kgs). ' :
20.1 Transport, etc. - - - 37 - 450 0.80
20.2 Development cess _ - .. 027 -, 027 0.00
21. Cost of production at mill-gate:  (Rs/40 kgs) ' , .
21.1 including land rent - - 3584 - - 3708 : .1.24
21.2 excluding land rent - - 2624 - 2147 1.24

Note: Mark-up for 2003-04 crop has worked out@ 14 per cent per annum.
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Notes for Annex-II to IV.

The plpysical input-output parameters for estiniiting cost of prodliction for
sugarcane 2004-05 crop have been adopted from the Support Price Policy
for sugarcane 2003-04 crop, APCom’s Series No.203, - .-.... = '

LR PR P

A Seed and related costs (items 2 and 3) for the fresh plantedhc':_l-:ﬁ'p have been - -

estimated @ 69 and 52 per cent of their original -values for Sindh and™ "

NWFP respectively in view of the incidence of ratooning reported at 31 and
48 per cent during sugarcane’s large field survey for 1999-00 crop. In case
of the Punjab where the-incidence of ratooning was much higher, these
costs have been taken @ 50 per cent of their original cost. - o

The wage rates, farm inputs prices and custom hire rates of field operations _
involved in the sugarcane cultivation. have been revised in view of the
prevailing market rates as collected through the 'mini field survey
conducted by the APCom during December 2003 in the major sugarcane

growing regions of the Punjab, Sindh and in January 2004 in NWFP. "

The prices of seed have maintained at the last year’s level in view of the”
prevailed depressed purchase prices of sugarcane. : E S

The cost of plant protection has not beeh‘increased-.inq‘ligh_t“o‘f_the

information obtained from the Director, Plant Protection Departmenit,
karachi, that the increasing trend in the prices of pesticides, insecticides etc.
has been arrested on account of new generic and low cost pesticides and
insecticides. However, the cost of labour component (10 per cent of the total
cost) has been revised in light of new wage rate.

The cost of supplementary irrigation has been updated in view of rise @
about 9.45 per cent in the prices of diesel. Based on the ratios of electric and
diesel tube-wells of 11: 89 in the Punjab, 41: 59 in Sindh and 79: 21 in
NWFP, reported in the Agriculture Statistics of Pakistan, 2001-02,
MINFAL (Economic Wing), Islamabad, the magnitude of increases has
been estimated as 8 per cent in the Punjab, 6 per cent in Sindh and 2 per
cent in the NWFP. .

The rates of chemical fertilizers have been revised in view of the fertilizers
prices published by the Federal Bureau of Statistics, Islamabad for' the
week ending on 1st January, 2004 and supplemented with the data obtained
through the field survey as mentioned above. :



10.

11.

Sy -

The management charges for a manager lookiﬂg after a 25-acre farm and
devoting one-fourth of his time to the managerial activities have been

worked at Rs 4109 per month for a Field Assistant at the 10™" stages in BPS-
6, including special additional allowance @ 25 per cent and 15 per cent ad-
hoc relief announced in the 2003-04 budget.

In view of the 1999-00 crop survey, about 1 per cent of the acreage under
sugarcane was harvested in lieu of sugarcane tops in the Pun]ab and 77 per
cent in NWFP. The expenditure on account of harvesting and strnppmg has

. been adjusted accordmgly

The likely escalation in the cost of operations like interculture, plant
protection, supplementary - irrigation, nitrogenous fertilizer,

" harvesting/stripping and marketing during 2004-05 crop ‘year has been

estimated as 8 per cent in the Punjab, 6 per cent in Sindh and 7 per cent in
the NWFP on the basis of weighted average annual increase m their costs
for the last 4 years.

_The land rentals have been kept at the last year level in ifiew of the
~.depressed purchase prices of sugarcane as reported during the mini field
survey conducted by APCom in the major growmg areas of the Punjab

Sindh and NWFP
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PER CAPITA. AVAIL-ABILITY ((‘ONSUMPTFON) OF SUGAR:
1993-94 TO 2002-03 (October September)

-._q;_. an

‘i 994-95

Aol S A

1995-96' 1696- 97][ 1967-68| 16%8-99

o

1 999—00

msz

4 £
) rjw;?]'
— AL
ANNEX-V
"‘ %,
AU o

01 .0.2" ‘2002-03

Thougend tarnés ceesens ey

N

_Opemng atocké as on st Ootobar R 265 . 104 L B3 - ar. 37 e g
2 Product:on : To2470 . 2393 BB - 3542 2420 3046 32407 67V
3 imports I 166 . 604 1 4@ @ em W, g
"4 Exports . 139 29 e 477 B8 2 e g g
5 Closingstocks as on30September 300 265 104 . 245 , 513 371 .21 62 63 Fs9
.G Netavaisbilty (iter 1+2+3-4-5) 2706 2721 2768 2856 2831 3040 3172 3056 3252 3183
- . . Million ey e R x e ’
7. Population on firsl April (3) 124,04 12700 13004 13296 13618 15007 14234 14564 14816 1524/
. . - M B ‘! b . 'ti:n . . [
. S ke —tee M “Kgs pér annum - _ e
{ 8  Percapita avallability (consumption) 21827 2443 2120 2148 2071 2186 2228 < 2008 2180 278
9 - Average per capita Availability i -, 2L L
1) Average ( 1898-94 to 2002~ 03) - 2164 - .
iif Forecast for 2003—04 — 220& o )
R : A AN —_
. ‘Note: - (a) Populatuon of AJEK, NAs and Afghan refugeés hava also been included: ¢
Scurces: . ' : S 1
1. For Stocks and Producticn;, s, Pakistan Sugar Mills Association, Islamabad. ; . . i .
: o s - :
2. For Imports and Exports: Federal Bureau of Siatistics, Karachi, A
3. For Population of Pakistan: Economic Survey, ‘2002—03{; Lo
4. For Population of AJ&K and NAs: Populat(on Census Organization, islamabad.
5. For Population of Afghan refugees: Kasmir Affairs and Northern Areas and Statés énd Frontier
: . Regians Division, Sovernment of Pakistan, Islamabad. y -
[ o
! /) - |
.' : !
o - f .-
‘ YA R ar
by
3 o § C * f' ¢
. : 2737
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MONTHLY ‘AVERAGE WHOLESALE PRICES OF SUGAR IN
MAJOR DOMESTIC MARKETS: 2002 AND 2003 .

ANNEX-YI

Faisalabad

Peshawar T Average

N

Year/Month Lahore Karachi Hyderabad ’
Rupees per 100 kgs

2002 : ,

- January 1931 1908 1905 1866 1934

" February 1997 2039 1977 2039 2091
March 2041 2093 2122 2103 2125
April 2100 2042 2125 2058 2125
May 2119 2019 2071 2024 2063
June 2090 2026 2050 2028 2025
July 2108 2112 2094 2069 - 2102
August 2100 2086 2131 2050 2094
September 2138 2096 2135- 2078 2113
October 2113 2076 2099 2048 2419
November 1988 1960 2018 1978 2056
December 1867 1862 1917 1868 1946
Average 2049 2025 2054 2017 2066
2003

_January 2124 2082 2070 $-2048 2140
" February 2090 1946 1950 1978 2150
-March 1856 1860 1828 1868 1930
April . 1856 1860 1786 1790 1900
May 1946 1890 1856 1815 <1940
June 1910 1879 1846 1753 1914
July 1880 1860 1810 1768 1890
August 1840 1817 1768 1778 1860
September 1800 1782 1760 1773 © 1820
October 1834 1865 1850 1775 1934
November 1828 1770 1835 1750 1863
December 1786 1736 1700 1677 1853
Average 1896 1862 1838 1814 1933
Source: ALMA, Karachi. ‘

1909
- 2029

2097
2090

- 2059

2044
2097
2088

2112

2091
2000
1892
2042

2093
2023

1868

1838

1889.

1860
1842
1813
1787

"1852

1809
1750

1869

g
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i
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" Year
(October -
September)

1993-94

1994-95

| 190506
1995-97°
1997-98
1998-99
1999-00
2000-01
2001-02

2002-03

'f_g__.ﬁ*_ ——

2003-04 *

- "57.’;:

ANNEX-VH

ANNUAL AVERAGE WHOLESALE PRICES OF SUGAR IN
MAJOR DOMESTIC MARKETS: 1993-94 TO 2003-04 -
( October - September) .-

Faisalabad | Karachi | Hyderabad

Lahore

1200 1185 1188
1355 1348 1333
1695 1705 1650
1988 2020 1975,
1745 1713 . 1720
1865 1861 1823
2179 2168 2087
2551 2524 2482
2069 2042 2063
1939 1906 1892
1768 1663

1680

Note:

Source:

wy, oy

Average price upto January 2, 2004,

ALMA, Karachi.

|

g

1173
1345
1625
1623
1643
1726
2082
2353
2022

1872

1830

|

Rupees per 100 kgs -

Peshawar Averagei:_,.

. ;;‘: :,._m_[

1233: f 1196
1368 . 1350
1718 * - 1679
2110, <2003
1835 1731
1864 1828
2183 . 2140
2566 - 2478.
2073 2054
3972, 1916

L1825 - qm3

Increase (+)
decrease (-)
in average
price over
previous
year

\

Pgiia®



COMPARISON OF AVERAGE WHOLESALE MARKET PRICES OF SUGAR AND .~
"SUGARCANE VS SUPPORT PRICE OF SUGARCANE: 1993-94 TO 2003-04

SNt

~ 5%~

© ANNEX-VIHI

Average wholesale SUﬁpoﬁ;prE:éj&_E gil_gé'fééha-_-i\h;;fét pric‘e {Milt ge;te) of s,ugarcane'(gj~
Year (Oct - Sep) market price.of . ] B B 1 '
: of sugar (2) Punjab (N.W,F.P Sindh ‘ Punjab | N.WF.P ‘ : Sindhv
Rs/100 kgs B T — "Rupéé's"bq{@'IZE;‘s'_-'?--'JJ;-J-:-ffJ'-‘-;--
1993-94 1196 2150 2150 2175 _ 2150 - 2150 2175
1994-85 1350 24.00 24,00 2450 . 42.00-/ 2_4.00 158.00
1995-96 1679 3500 3500 36.00 35.00 . 44,007 - 40.00
1996-97 2_003 35.60 35.00  36.00 30.00 . :?5.00 - .36.00
1o97-98 1731 3500 3500 3600  36.00 37.00 48.00
1998-99 © 1828 3500 3500 3600  44.00¢ 45.56 5000
1999-00 2‘i40 42.00 42.00 43.00 37.00 47,33 51.00°
'2000-01 : 2478 4&).0.0 _' 40.00 43.00 3500 '42.00‘ 36.00
2001-02 2054 40.00 - 40.00 43.60 35.00 42.00 36.00
2002-03 1916 ‘40.00 40.00 43.00 35.00 4200 . 36.00
2003-04 >'1713;‘ 40.00 . 40.50 41.00 _ 40.00 - - 4200 41.00
Average increase -3.'66 6.41 6.41. 654 641 6.95 ' v6.54_
per annum (Percent) e [ |
Note a) " Average prices of 'VL,ahore. Faisalabad, Karachi, Hyderabad, and
-Peshawar markets during the crushing season i.e October-September.
* . Prices are upto January 2, 2004,
Sources: 1. MINFAL, Islamabad.

2. - ALMA, Karachi.
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ANNEY .

HCONOVICS O SEGROANE Avid
AT PRICES 1y

A ‘!;r,]n\

ST

OMPRTING CROPS

s
BY CROWERS: 200304 CROPE

th W P

;’rovince/cmps! - crop || Watel [{Gross!! costor! Gross G.wss | Not |foutput. Revanie par T
crop comibinations duraticn|| used cost. || purcha- revenue || marging [income || thput || Rupee of Clap Acre Inch
' seq . ratio  ||Purchased cday of ‘watcr
nputs inpuis cost - used
- i B U UTTTTRT RS T RS s 10=65 96l 43564 ]
Days Anve wems RUPBLF PET REFE mmuren o e RUPBEF e
inches : : :
Punjab )
1. Sugai‘cane 384 48_ 18032 6289 lﬁ55{3 10267 -2376 0.87 2.63 ) 4$2.02 . 344.92
2. Cottorn 240 22 13843 6127 2718 115591 7875 1.57 3,54 90.49 | 9'37.1_8
3. Basmail pacitiy 6 3% 1078 BiiRd . 11678 5795 @59 - 1.89 1.99 6488 201.34
1. IRRi paddy 186 62 995% -'391’;':4 . 3278 3254 B H 6,90 'l.éﬂ . 35.99 135.52
5. Wheat 154 17 3632 4240~ 2457 4827 435 4.35 2.0%- 52.5? 53633
6. Sunflowsr {spring) 94 22 7848 2478 ug40 7361 1002 1.28 .97 58.33 447.27.
7. Cohor;‘Wheat 420 39 23775 10667 J1185 20518 7410 .31 2.92 74.25' 799.62
' 8. Colton+Sunftower 384 .44 21691 8608 37558 22952 9257 145 3.6? 32,18 717,22
5, Basmaii paddy + wieat 360 75 10660 - 10423 - 11143 1W722 483 1.02 2.03. 58.74 281.93
175'4 Basmatt paddy*Sunﬂavaar Iza 8¢ 18578 655x 11518 13156, 2342 R 148 2.57 8541 288,58
11, IRRI paddy + wieal 358 79 13328 3924 17745 8221 -1330: 0.23 X 1.85 " 49.20 224.62
1.2. IRF1 paddy+Sunflower 224 84 17091 7483 18118 10858 1077 1.08 243 55,92 215.69
Sindh ‘ .
1. suaga}cano 488 71 21889 8290 20402 12112 1487 0.92 2.46 41.81 287,35
"2 Cokon 240 A8 49605 4at1 - 47152 Gadt  6id3 . 5% s Ti4T | 952.89.
3. iRRt paddy 188 56 7751 2463 9549 §675 1788 .25 2,73 53.0C 170.36
3. VWheat ‘ 1930 15 82583 13585 . 857 5232 223 1.85 2.5‘; 42.26 87812
5. Sunflower {Spring) 144 22 7842 24?‘.{. . 849 7361 1992 1.2% 3.97 §8.33 ‘ 447.27
6. Cotton+riWheat ,420 33 19262 ‘7866 - 25839 17973 6577 1.34 3.28 61.52. 783.00
7; Cotton+Sunflower 394 40 - 18857 6890 26992 17264 8135 1.43 3.0? 1 70.29 674,80
3. iRRi paddyih‘ﬁléak 360 79 46004 8620 13227 1M367 213 1.14 2.63 56.65 ‘ 256.77
4. xR paddy+Sunficwer R4~ - /6 1sswy 5945 19460 13485 5081 124 1.28 "'59.31 74846
]
LT~
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Notes for Annex-IX

1.

‘The economic analysis presented in the above exercise is based on the mput-output

prices for 2003-04 crops.

The data regarding mput-output parameters have been adOpted ﬁom the APCom s
support price policy papers for sugarcane, seed cotton, rice paddy and wheat, 2003-04
crops. However, the relevant data for sunflower and canola were adopted from the
support price policy for non-traditional oilseeds, 2000-01 crops with necessary
adjustments in input prices for updatmg costs and incomes for the 2003-04 crop. To
incorporate the escalations in input pnces which occurred during the growing penod
of 2003 04 crops, some marginal revisions have been made as under: . :

2.1  The cost of supplementary irrigation has been adJusted in view: of rise. m ‘
' power tariff and diesel prices, and ratio of diesel and electric tubewells in
the Punjab at 85 and 15 percent and in Sindh at 46 and 54 percent. .

Accordingly, the weighted average increase in energy charges works to 2.15

percent in. Punjab and 2.54 percent in Sindh for sugarcane, cotton and rice -
crops. The correspondmg increase calculates to 11.05 per cent in PunJab and :

5.98 per cent in andh for wheat.

2.2 The cost of fertilizers has been revised in view of their pn'ces prevailed' at

the time of application for the respective crops in 2003-04 season.

Water use has been estimated from the number of i 1rngat10ns as reported in the costof -

productlon estimates of the respectlve crops assummg each irrigation of 3 mches and
‘rauni’ of 4 inches.

The following prices as realized by the growers for different crops are adopted for the
analysis: )

41  The2003-04 wheat crop is yet to be harvested. Therefore the support price of

wheat at Rs 350 per 40 kgs for 2003-04 crop has been adopted for the current .

analysis. .

42 It has been reported by the Director, Crop Reporting Senﬁce, Department of

Agriculture, Lahore that the super basmati occupies 70 per. cent while

- basmati-385 accounts for 13 per cent of total rice area during the current crop

season in the Punjab. Accordingly, the weighted average wholesale prices for

“basmati paddy during Oct-Jan 2003-04 in the major producer area markets -

calculate to Rs 498 per 40 kgs. The wholesale prices for IRRI paddy averaged

at Rs 245 per 40 kgs dunng Sep-Nov 2003 in the Punjab In Sindh, the™ -~
average wholesale market prices of IRRI paddy in the main producer area -
markets during the post-harvest months are reported at Rs 257 per ‘40 kgs in

the APCom’s field survey. .

- 43  The wholesale market pnces of seed cotton during the post-harvest months of

Sep-Jan 2003-04 in the main producer area markets have averaged at Rs 1299
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. per 40 kgs in the Punjab as reported by the Digectomte of Agriculture (E&M),

Lahore. In Sindh, the corresponding prices are reported at Rs 1135 per 40 kgs

by the PCCC, Karachi.

The 2003-04 sunflower crop is. yet to be harvested. The market pﬁce of this .
crop is not regularly reported by any agency. However, it was reported by the
PODB Islamabad that the Solvent Extraction Plants would purchase

sunflower at Rs 670 per 40 kgs from the growers during 2003-04 season. -

The market prices of sugarcane are not available from any agency. However, |
the mill-gate prices in the major cane producing areas are, by and large,
reported around Rs 34 per 40 kgs in the Punjab and Rs 35 in Sindh by the
farmers to the APCom’s survey teams. The press reports also reflect a similar
situation on prices of sugarcane. ' : . '

The market prices have been adjusted for the marketing expenses to make them
effective at the farm level. These expenses amount to Rs 4.75 per 40 kgs in Punjab
and Rs 4.82 in Sindh for sugarcane, Rs 15 for seed cotton, Rs 13 for rice paddy and
Rs 14 for wheat and oilseed crops. -

Gross income . = (Yield per acre multiplied by price of

-principal produce at farm gate) plus (value of
by-products per acre). ‘

Cost incurred on seed and related itéms,

Cost of purchased inputs =
- ‘ . feitilizer, supplementary irrigation including
labour, canal water rate, pesticides and
weedicides.
Gross margin = Gross income minus cost of purchased
' inputs. :
Net income \ = Gross income minus gross cost. -
Output-input ratio = Gross income divided by gross cost
‘Revenueperrupeeof = . Gross income:divided'by cost of purchased
_:purchased inputs cost -~ inputs SRS o
Revenue per crop day = Gross income divided by crop duration in
: ' days. . Lo .
Revenue pef acre-inch = Gross income divided by irrigation water

of water used S used in acre inches.
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ANNEX - X

MILL - GATE PRICES OF SUGARCANE WORKED BACK FROM

THE AVERAGE WHOLESALE PRICES OF GUR DURING 2003-64 2504 -3
CRUSHING SEASON (NONEWMBER - DECEMBER)

<

‘Notes:

-~ @

e TNV ==

Decermber—Januany;-2603<64- Declani o0

10 percent recovery has been taken for NWFP and Punjab,: + .

S
" S.No ltem Unit | NW.EP | Punjab
, (@) (@
1 Gur produced from 400 kgs of cane Kgs 40.00-. 40. 00
. . ‘ ) ) 7{ {,A o /
/) 2 Market price of gur Rs/40 kgs 57 GG : 07,00-=
-\l -3 - Salevalue of gur produced Rupees’ 7 OO 507. 00
' | ‘ o 2000
4 Marketmg cost of gur including lransport Rupees 4400 2000
\/ commission, etc. '
v o é‘c\ﬁ{\
— 5 Net value of gur at farm level Rupees -534 00 48700
(item 3 minus item 4) ' ' P
\/ 6 Processing cost including cane crushmg Rupees +14-00 - 121.00
_ and labour used for gur makmg o .
e Q.,U”ﬂ ‘L,w.‘v»
7 Cost of chemicals. Rupees - 17.00 _\LZO.-OO
8 Net value of 400 kgs of cane $2:00 0yt
(item 5 minus 6 minus 7) Rupees 403.00 34600
: N A Ly, 0
9 Value of'4Q kgs of sugarcane Rupees - 30 34 60 -
10 Marketing cost of cane, i.e., transport and, c**x Rupees 397 - 4TS
development cess. AGN O 1Y
® & ~?’w | é‘/ﬂ el \ “’ g‘.‘” . $8
11 5 Mill- gate price per 40 kgs of cane (ntem 9 plus 10) Rupees 445—27 89: 35 :
Based on the information collected durmg Agricultural Prices Comm|55|on ﬂeld survey, E“‘« £ {4

o

W
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_ANNEX X

e

MILL- GATE - PRICES" OF SUGARCANE WORKED BACK FROM

' THE AVERAGE WHOLESALE MARKET PRICES OF SUGAR DURING

2003-04 CRUSHING - SEASON ‘{ NOVEMBER -JANUARY)

. i S.No ltem Rupees per tonne o
7 i . ’ _ . — » /,g: .
1 Average wholesale market price of sugar (a) - vzeravl / 457/ ﬁ@ %:‘{2
/- 2 Wholesale dealer margin @ 5 % on net price : - 732 |
3 Sales, tax @ 15 per cent on net price : .o 2196
4  Net price (item 1 minus 2 minus 3) E 14642
Punjab & Sindh
NW.F.P:
5 Processing cost of sugar (b) _ 4978 4978
6 Value of cane to produce one tonne of sugar- L . 9664 9664.
% (item 4 minus '5) S
:.' 7 Provincial re<':overy (Percent) ] 8.50 870
8 Tonnes of ca.ie required to produce one tonne o '
of sugar ( 100 divided by item 7) 11.76  11.48
9 Mill - gate price of sugarcane ( Rupees per tonne) a
( |tem 6 divided by item 8) . , 821.40 840.72
10  Mill - gate price of sugarcane (Rs pér 40 kgs) : 32.86 33.63.
» Notes: a) Average price of Lahore, Faisalabad and Hyderabad market during current
. crushing season i.e., November to January 2, 2004 :
o4
" b) Ratio between costs of cane and its processing into sugar has been estimated
‘ at 66:34 from publication " Cost of Production of Sugar" jointly prepared in 1996
by Agncuitural Prices Commission and Business and Consultancy Serwces
Source: 1. For average market price of sugar: ALMA, Karachi.

2. For sales tax: Gentral Board of Revenue (CBR), Islamabad
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AVERAGE INTERNATIONAL PRICES OF SUGAR: 1994-95 TO 2003-04 { OCT - SEP)

ANNE).('._- ,‘ X4l -

‘Years ISA Dally price of Raw sugar London Daily price of White sugar | Difference between White and raw sugar prices
(Fob and stowed (fob and stowed Ewropean | . |
" Caribbean ports in bulk) “ports In hags'of 50 kgs} . Pe’r cent of
Oct - Sep | -US Cents/Ib | US$/ per tonme | US Cents/ b US$/ per tonne US Cents/Ib_ | US$/ per tonne | White Sugar
1994-95 13.72 302.47 17.99 396.61 4.27 94.14 23.74
1995-96 12.25 270.06 17.41 383.82 5.16 113.76 29.64
1996-97 t1.10 244.71 14,48 319.23; 3.38 74.52 . 23.34
1997-98 9.89 218.03 12.33 271.83 2.44 5.3180 18.79
1998-99 6.63 146.20 8.79 215,83 3.16 69.63 32.25
1999—00 7.23} 159.30 - 918 202.38 1.96 43.08 21.29
2000-01 9.34 205.91 11.35 250.29 2.01 44.38 ~17.71,
2001-02 6.85 151.01 10.69} 232,481 374 81.47 35.32]
2002-03 8.12} 179.03 10.36 228.35 2.24 . 48.32 21.58
2003-04 6.02 132.72 8.54 188.18 252 ) A55.'4‘7 28.47
{ Oct-Nov) )
October . 5.96 131,39 8.39 184.85 2.43 } 53.56 28.96
November 6.08 134.04 8.68 191.43 2.60 57.38 29.95
Scurce:  Internatioal Sugar Organization, London “Monthiy Market Reports and Press Summarles® ~ ~ ~  ~ o
{ Various repots ) - ’
/
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ANNEX- X/f/

ECONOMIC IMPORT PARITY PRICES OF SUGARCANE AT MILL: GATE AS WORKED BACK
FROM AVERAGE FoB (LONDON) PRICE OF WHITE SUGAR : )
. e
R
ltem "~ 1998-99 to 2002-03 . | 2003- 04 (Oct-Nov)
.. US'$ pertonne ...
3 1. Average fob (London) price 225871 188.19
'. 2. Freight charges upto Karachi .+ .30.00] . 30.00
2 3. C &fcost at Karachi port " 25587 218.19
¢ OR ... R$. per tonne (a)...
14725 . 12557
4. Marine insurance (actual) 56 56
5. Import value {items 3+4) j . . 14781 12613
| 6. L/C openingcharges @ 0.5% of c&f cost' R N 74 63
7. Foreign Bank charges (actual) 2 1 1
8. Mark up on retirement of documents by bank ’
. for60 days @ 12% per annum of c&f cost . . .290 248
- 8. Wharfage, handling and stevedoring charges (Actual) - 610 610
10. Allowance for shortage and unforeseen e
0 expenses @ 1% of c&f cost 147 . 126
" 11. Service charges of inspection @ 0.5% (cif) value 74| €3
12. " Importer commission @ 1% of c&f cost 147| 126
13. Transport charges from Karachi to Lahare (b)
including loading/unloading ) 1350 1350
14. Landed cost at Lahore (items 6 to 13) 17475 15199
“Punjab | “sindh | “Punjab | ~ Sindn |
. & NWFP SNwWFP |
< 15. Processing cost of sugar (c) 5041.50\ 5941.50| 5167.55 5167.55
G 16. Value of cane to produce one tonne 11533.50| 11533.50 ‘ 1:0031.13 10031.13
= ~ of sugar (item 14 minus item 15) s
& 17. Provincial base recovery level (%) 8.50 8.70 8.50 8.70
18. -Quantity of cane in tonnes required to ' :
‘ produce one tonne of sugar (100 / item 17) 11.76, 11.49 11 76 11.49
19. Price of one tonne of sugarcane b ¢ .
© (item 16 /item 18) (RS per tonne) 980.74| .1003.79|" 852 99! 873.03
20._Price of 40 kgs of cane (Rs per 40 Kgs) ~38.23|  40.15] - 3412 3492

Big UM ,‘g!

Sources: . i) Foraverage fob (London) price: Annex— X I/ g
: if) For freight, incidentals and duties: Tradmg Corporatlon of Pakistan Karacm
Notes: (@) Worked out at the selhng exchange rale of one US $ 57.55 Pak rupees, annouced:

by State Bank of Pakistan as on January, 16, 2004. A
(b) Assuming that imported sugar will be.consumed at Lahore.
(c) Ratio of cost of cane to processing cost has been estimated at 66:34 from
publication " Cosl of Production of Sugar " jointly prepared in 1986 by APCom

and Business & Consullancy Services.
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FINANCIAL, IMPORT PAR’TY PRICES OF SUGARCANE AT MILL-GATE AS WORKED BACK

. .FROM AVERAGE FOB (LONDON) PRICE OF WHITE SUGAR

Annélxl'- X IV

L4
1998-99 to 2002-03 2003-04 (Dct-Nov} 5
ltem o
.. US §pertonne ... -
1. Average fob (London) price 225,87 188.19
- 2. Freight charges upto Karachi 30.00 .30.00
3. C &fcostat Karachi port 255.87 218.19).
«~---—RS per tonng———--m a
. @
. 14725 12557 g
4. Marine insurance (actual) . 56 . 56| 3
5. Import value (items 3+4) 14781 12613
6. Custom duty @25 % of import: value 3685 . - - 3163
1 7. Salestax @ 15% of {Import value + Custom duty) 2772 2365
8. Custom duty, Sales tax & Wharfage on empty-bages S~ 165 165
8. ' Duty paid value { DPV }items 5+6+7+8) 21413 18296
10. Income tax @6% atimport stage of DPV 1285 1098
11, income tax on empty bags(fixed) 40 40
12. Income tax @3.5% of sale stage 925 801
13. L/C opening charges @ 0.5% of c&f cost 74 63
14. Foreign Bank charges (actual) 1 1
15. Mark up on retirement of documents by bank . o
for 60 days @ 12% per annum of c&f cost - 290 ..248
16. Wharfage, handling and stevedoring charges 610 - 810
-17. Allowance for shortage and unforeseen .
' expenses @ 1% of c&f cost 147 - 126
- 18. Sindh Gowt excise duty @ 0.3% of DPV 64, 55
19. Service charges of inspection @ 0.5% (cif) value 74 .63
20. Impaorter commission @ 1% of c&f cost . 147 126
21. Transport charges from Karachi ta L hore (b) .
including loading/unloading 1350 - 1350
22. Landed cost at Lahore (item 9+items 10 to 21) 26421 22875
23. Less sales tax @ 15% on domestic production 3446 - 2984
24. Gostof one tonne of imported sugar after deducting ot o -
sale tax @ 159, of landed cost at Lahore 22975 196891 F-2
o & ety e -] o]
“Punjab [ Sindh | Punjab | Sindh £
& NWFP . & NWFP : np
25. Processing cost of sugar (c) 7811.36] 7811.36| 6763.06| - 6763.06 N
26. Value of cane to produce one tonne 15163.22| 15163.22| 13128.30] 13128.30]
of sugar {item 24-minus item 25) . ’ ’ .
27. Provincial base recovery level (%) 8.50 8.70 8.50 8.70 ‘
28. Quantity of cane in tonnes tequired to i ’
| produce one tonne of sugar (100 / item 27) 11.76 11.49 11.76 11.49
29. Price of one tonne of sugarcane ’ S B oL
(item 26 /item 28)  (Rs per tonne) 1289.39{ 1319.69| 1116.35| 114258
30._Price of 40 kgs of cane (Rs per 40 Kgs) __ 5158 5279 4465  45.70!
Sources: i} For average c&f price; Annex-
: iy For frieght, incidentals and dutles: Trading Corporatlon of Pakistan, Karachl

Notes: (a) Worked out at the selling exchange rate of one US § = 57.55 Pak mpees annauced - . .
by State Bank, of Pakistan as on January, 16, 2004. . o "
" (b} Assuming that imported sugar will be consumed at Lahore.
{c} Ratio of cost of cane to processing cost has been estimated at 66:34 from Co
- publicetion " Cost of Production of Sugar " jointly prepared in 1986 by APGCom
and Business & Consultancy Services.
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.ECONOMIC EXPORT PARITY PRICES OF SUGARCANE AT MILL-GATE AS WORKED -BACK

- ANNEX- X}/

FROM AVERAGE FOB (LONDON)SUGAR PRICE OF-WHITE SUGAR

item

10.
11,

12,

13.

Average fob {London) price

Average‘fub Karachi price ( assuming
equivalent to fob London price)

" Transport charges from interior Sindh to port,

special packing, inspection transit insurance,
loading and unloading, clearing and forwarding
agents commission (b) °

WharfaQe
Bank commission @ 1 % of fob price
Pre- shipment inspection charges@ 0.5 of fob price

Ex-mill price of sugar ( item 2 minus items 3 through 6)

Processing cost of sugar (c)

Value of cane to produce one tonne

of sugar (item 7 minus item 8)

Provincial base recovery fevel (%)

Quantity of cane in tonnes required to

produce one tonne of sugar (100 /item 10)
Price of one tonne of sugarcane '
(tem 9/item 11)  (Rs per tonne)

Price of 40 kgs of cane (Rs pér 40 Kgs)

1998-99 to 2002-03 | 2003- 04 (6ct-Nov)
Uf $ per tonne
225.87 188.19
OR ... Rl per tonne @a)...
12954 " 10793
720 720
40 40
130 - 108
85 54
11999 '5871
Punjab|  Sindh. F;unjab. Sindh |
LANWFP| [ 8NWEP | ]
4079.78] 4079.78] " 3356.07| - 3356.07
791956 7919.56| 6514.73 6514.73
8.50 8.70 8.50 : 6.70
11.76 11.49 176 1148
673.16| 689.00| 553.75| 566.78
| 2683] _ 2756|  2215|  2267]

___Sources: i) For average fob (London) price: Anneﬁ..)(”

i) For incidentals and duties: Trading Corporation of Pakistan, Karachi.

Notes: (a) Worked out the buying exchange rate of one US $ = 57.35 Pak rupees, annouced
by State Bank of Pakistan as on January, 16, 2004. ‘
(b) Assuming that the surplus sugar will be exported fram Sindh province.
{c) Ratio of cost of cane to processing cost has been estimated at 66:34 from .
publication " Cost of Production of Sugar " jointly prepared in 1996 by APCom - Y
and Business & Consultancy Services. '
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