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ABSTRACT 

 
A study was conducted at Technology Transfer Institute, Tandojam, Pakistan 
during 2008-09 to analyse sugar industry competitiveness in Pakistan. For this 
purpose data were collected both from primary and secondary sources. The 
primary data were collected from sugarcane growers and sugar industry using 
a well structured pre-tested questionnaire from Sindh, Punjab and NWFP (now 
Khyber Pakhtunkhwa). Secondary data were collected from published annual 
reports of Pakistan Sugar Mills Association (PSMA). The results show that in 
Sindh, 50 percent sugar industry falls in large size group. In Punjab a major 
portion of sugar industry (70%) also falls in large size group, while sugar 
industry of NWFP falls in small size group. In Punjab and NWFP, 76 and 70 
percent are small size growers having less than 5 hectares, whereas, in Sindh 
49 percent are small growers. The competitiveness of sugar industry indicates 
that sugar industry of Punjab had the advantage in total quantity of sugar 
production. Sugar industry of Sindh had the advantage in extraction rate of 
sugar per ton of sugarcane and industry of NWFP had advantage in molasses 
recovery percentage. Transportation was found as affecting the production 
costs of commodities. The expenditure on transportation was estimated at 
16,079 million rupees for the crop year 2007-08. The average cost per 
transaction incurred by farmers ranged Rs.250-262.5 per ton in 2007-08. The 
study concludes that low sugar recovery percentage was the most serious 
problem faced by sugar industries followed by de-zoning. 
 
KEYWORDS: Sugar industry; marketing; competition; Punjab; Pakhtunkhwa; 

Sindh and Pakistan. 
 

INTRODUCTION 
 
Pakistan sugar industry is recognized as uncompetitive in nature, mainly due 
to low sugarcane yield per hectare and low content of sucrose ranging 
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between 7-9 percent. On the other side, growers claimed that sugar industry 
is not uncompetitive and blamed that sugar crisis is artificially created by the 
mill owners by not lifting available sugarcane with a twin motives of keeping 
sugarcane prices below the support prices and reaping abnormal profits. 
Gupta (3) described that how rich farmers monopolise access to state 
institutions that mediate between farmers and sugar mills. He mentioned that 
many rich farmers are routinely involved in corrupt activity aimed at 
improving their access to lucrative marketing channels. Gupta (4) mentioned 
that farmers frequently complain about the technical faults within the sugar 
mills that delay the processing of sugarcane. They are also frustrated by the 
long waits to deliver cane and subsequent increase the amount in that 
factory deducts from sugarcane price for drying of the crop in transit. 
 
The competitiveness of an industry has been defined from a number of 
different perspectives. Some experts have defined competitiveness as the 
ability to sustain an acceptable growth rate and real standard of living (7). 
This definition is linked to a nation's employment and consequently, the 
standard of living of its citizens. The level of national employment, growth of 
employment, and living standard in an economy depend on the 
competitiveness of firms within the country. Analysis of a nation's 
competitiveness requires that underlying factors influencing the 
competitiveness of individual firms and industries are examined (11). At the 
level of individual firm, competitiveness is the ability of a firm to survive and 
prosper, given the competition of other firms for the same profits.  
 
The competitiveness has been analyzed using three approaches (13): 
traditional trade theory, industrial organization theory and strategic 
management theory. Traditional economic trade theory provides useful 
insights into the development of the concept of competitiveness. However, 
some authors identified the focus of traditional trade-based theories of 
competitiveness as being inherently structured on supply side economics. 
Relative price differentials have remained the primary indicators of 
competitiveness definitions based on trade theory. Therefore, it must be 
concluded that these theories do not account very well for demand side 
economics. There is an inherent failure amongst these theories to address 
qualitative differences in products, marketing and service abilities of firms 
and the strategies by which industries attain competitiveness (8). 
 
The concept of competitiveness includes various aspects on a spatial level 
(firm level, branches of trade, national) as well as on a timely level (short 
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term and long term). Put simply, the international competitiveness of 
branches like the sugar industry expresses the ability of domestic firms to 
compete with foreign firms (9). Competitiveness is determined by various 
location factors. The competitiveness of sugar production under current and 
liberalized market conditions can only be drawn from an analysis of the 
current natural, economic and political production conditions and the 
expected development of the different location factors (14). 
 
According to Porter (10) agribusinesses become more competitive through 
cost leadership and/or product differentiation. Harrison and Kennedy (5) 
state that more specifically, technology attributes of purchased inputs, 
product differentiation, production economies, and external factors are the 
primary sources of competitiveness. Each of these factors affects a firm's 
costs and the degree to which it can differentiate its products. These factors 
also affect profits and market share (6). Some authors (7) defined 
competitiveness as an indicator of the ability to supply goods and services at 
the location and in the form and at the time sought after by buyers, at prices 
that are good or better than those of potential suppliers, while earning at 
least the opportunity cost of returns on resources employed.  
 
The present research analyzes production costs and profitability of sugar 
production in the different locations because costs and profitability are 
important to compare competitiveness as the above literature reviews. The 
data base consists of own surveys, information from local research, 
government, literature, and other statistics (2). 
 

METHODOLOGY 
 

The data source used in this paper consists of both primary and secondary 
sources. The primary data were collected from the sugarcane growers and 
sugar industries using a well structured pre-tested set of questionnaires. 
From a total 400 growers, 80 sugarcane growers from each district were 
determined as a sample size. Due to time constraint and non-cooperation of 
mills management, sample was selected as 4 industries from Sindh, 10 from 
Punjab and 1 industry from NWFP (now Khyber Pakhtunkhwa) Provinces. 
Secondary data were collected from published annual reports of Pakistan 
Sugar Mills Association (PSMA). 
 
Competitiveness analysis 
 
Technology, input costs, production economies, product quality, enterprise 
differentiation, advertising, promotion and other external factors influence 
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the competitiveness. These sources were grouped into two categories: (a) 
affect the firm's relative cost of production and (b) affect the quality, or 
perceived quality, of its product and/or business enterprise (2). As the firm 
gains advantage in various sources of competitiveness, relative market 
share and profits increase. In situations where a firm is able to decrease 
production costs or improve its products relative to other firms in the 
industry, market share will increase (6). 
 
However, when used together these measures provide information regarding 
the firm's current position in the market, which indicate the relative strengths 
to be maintained and exploited, and identify the relative weaknesses that are 
a prime area for improvement. The above mentioned framework was used to 
examine the factors that affect competitiveness levels within Pakistan sugar 
industry as well as specific measures of competitiveness. Indicators of 
competitiveness were divided into technology, input costs, production 
economies, product quality, enterprise differentiation, advertising, promotion 
and external factors (6). 
 
Technology 
 
The cost advantage can be achieved through suitable technologies that 
affect the productivity of labour and capital. The development and adoption 
of these technologies affect the firm in several ways. The impact of 
employing new methods depends, to a large extent, on firm behaviour and 
industry structure. For example, a productivity-enhancing technology 
enables the firm to reduce production costs. Other technologies allow the 
firm to increase its output quality of given an initial set of inputs. Suppose a 
technology is developed, such as a new fertilizer application technique or a 
new variety, which increases yields in the sugarcane. Upon adoption of this 
new method the grower could apply the same amount of inputs as before, 
resulting in increased production levels (8). On the other hand, an 
appropriate reduction in the amount of inputs applied will result in production 
levels equal to those achieved with old technology. In this case, per unit cost 
of production will decrease. This method is classified as a productivity 
enhancing technology (6). 
 

Input cost 
 
Costs are also influenced by the price, quality, and dependability of 
purchased inputs. This is one of the most direct and obvious sources of 
competitiveness. Even, it is difficult for a firm to attain an advantage in this 
area. To illustrate this point. Suppose sugarcane composes the same share 
of production inputs for two companies and that the cost of sugarcane 
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declines. This decrease in the cost of inputs affects both firms in the same 
way. However, it does not change either firm's cost of production relative to 
the other. To gain a competitive edge, a firm must lower input costs relative 
to those incurred by rival firms (6). 
Production economies 
 
Production efficiency can be improved through scale economies and 
broadening the scope of production. A firm's efficiency increases when its 
output is adjusted in a way that decreases average costs of production. For 
example, one of the arguments for the efficiency of the United States meat 
packing industry is its evolution from a large number of medium sized 
packers to an industry where a few large firms control most of the market. 
The increased size of these firms reduces total costs through a greater 
division of labour, resulting in increased competitiveness (6). 
 
Enterprise differentiation and quality 
 
Product differentiation refers to the degree in which products of competing 
sellers substitute for one another in consumption. Many agribusiness firms 
differentiate their products from those of their competitors to increase market 
share and develop consumer loyalty. A primary way in which firm 
differentiates its products is by providing superior product quality. Research 
and development, quality control, and the use of higher quality inputs are 
among the sources that affect product quality. Another factor that affects a 
firm's competitiveness is enterprise differentiation, which refers to the firm's 
ability to distinguish itself from rivals. By providing superior services, firms 
can enhance the reputation of their company and product lines (6). 
 
Advertising and promotion 
 
Brand advertising and other promotional strategies influence the consumer's 
perception of a product, thus increasing their demand. A successful 
advertising strategy establishes a barrier to market entry by creating brand 
loyalty. This loyalty is based on the customer's perception that the preferred 
product conveys greater value relative to close substitutes. Brand loyalty 
allows a firm to pursue one of two strategies. The firm can sell the same 
amount of its product at prices higher than competitors, or it can sell more of 
its product at prices equal to competitors. In either case, demand for the 
firm's product increases, as does its relative competitiveness in the market 
(6). 
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External factors 
 
A number of external factors influence the competitiveness of agribusiness 
firms and industries. A variety of government policies can affect an industry's 
competitiveness in both domestic and international markets. For example, 
government policies that subsidize the production of raw agricultural 
commodities directly affect the prices that food processors pay for inputs. 
Lower priced inputs lead to lower costs for the downstream firms and an 
increase in their competitiveness relative to foreign rivals. Government 
policies also affect an agribusiness firm's ability to obtain world market 
share. For example, government export subsidies lower the world price at 
which domestic industries are willing to sell various quantities of their 
product. This acts to expand the subsidized industry's world market share.  
The macro-economic variables, such as exchange rates, consumer incomes, 
and population growth also influence the competitiveness of the firm (6).  
 

RESULTS AND DISCUSSION  
 
Before going into detail of sugar industry analysis, the understanding of 
background information of the sugar mills is important. The information from 
selected 15 sugar mills was collected and analyzed.  
 
Crushing capacity 
 
Sugar mills were divided in two groups i.e small having crushing capacity 
less than 6000 tons per day and large having more than 6000 tons per day. 
Out of sugar mills interviewed in Sindh 50 percent fell in large size group 
having average crushing capacity of 6167 tons per day. In Punjab 70 
percent are of large size with average crushing capacity of 8250 tons per 
day. Sugar industry of NWFP falls in small size group with crushing capacity 
of 4000 tons per day. Moreover, data (Table 1) also indicated that most of 
the sugar mills had increased their crushing capacity as compared to the 
time of installation.  
 
Type of machinery  
 

It was found that overall 40 percent of imported machinery was installed in 
the existing sugar industry in Pakistan. Moreover, 50 percent and 30 percent 
imported machinery was installed in Sindh and Punajb, respectively (Table 
1). 
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Ownership status 
 
The results indicated that overall majority of sugar industries (73%) had sole 
owner (Table). In Punjab 80 percent sugar industries had one owner as 
compared to 50 percent of sugar industries of Sindh. Overall 47 percent 
sugar mill owners have more than one sugar mill and 60 percent mill owners 
family members also have sugar mills. This indicates that sugar mill owners 
have monopolistic power in sugar sector of Pakistan.  
 
Status in PSMA  
 
The status in Pakistan Sugar Mills Association was examined and found that 
20 percent of respondents were office bearers of PSMA and 80 percent 
were members only (Table).  
 

Sampling method for sugarcane analysis  
 
The data showed that all sampled mills had adopted simple sampling 
method rather than core sampling method. 
 
Table 1.  Characteristics of the selected sugar industries in Pakistan. 
 

 Sindh Punjab NWFP Overall 
Crushing capacity     
Installed crushing capacity (t/day) 2767 4900 4000 4093 
Present crushing capacity (t/day) 6167 8250 4000 7500 
Crushing capacity status      
Large (>6000 t/day)  50% 70% - 60% 
Small (<6000 t/day) 50% 30% 100% 40% 
Type of machinery installed  (Percent of selected mills) 
Texila  25 30 - 27 
Ittefaq 25 40 - 33 
Foreign  50 30 100 40 
Mill ownership status (Percent of Selected Mills) 
Sole Owner 50 80 100 73 
Partners  50 20 - 27 
More than one  sugar mills 50 40 100 47 
Family member have sugar mill 25 80 - 60 
Status in PSMA (Percent of selected mills) 
Office bearer  25 20 - 20 
Member  75 80 100 80 
Sampling method for sugarcane analysis (Percent of selected mills) 
Simple sampling  100 100 100 100 
Core sampling  - - - - 
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Sugarcane suppliers 
 
Most of the suppliers are the small size growers with less than 5 hectares of 
sugarcane. In Punjab and NWFP majority of sugarcane suppliers i.e. 76 and 
70 percent is small growers, respectively having less than 5 hectares and 
only 6 and 8 percent are large growers having more than 12 hectares. In 
Sindh 49 percent are small growers, 36 percent medium and 15 percent fall 
in large size category.   
Table 2.   Structure of sugarcane suppliers in Pakistan (Percent of growers). 
 

Province                                                     Size of sugarcane supplier 
 Small (< 5 ha)   Medium (5 to 12 ha) Large (> 12 ha) 
Sindh 49 36 15 
Punjab 76 18 6 
NWFP 70 22 8 
 Overall  69 23 8 

 
Sugar sale 
 
The share of sugar mills in sugar sale in different channels reflects the 
distribution of its sugar production and the competitiveness in stimulating the 
sales. If a mill can sell its sugar production very fast through different 
channels, the mill will have high competitiveness. It depends on the 
strategies of each mill. For example, in Sindh, mills chose the strategy to 
sale its sugar through wholesale network upto 95 percent, export 2 percent 
and 3 percent was sold to domestic companies. In Punjab, sale of sugar 
through wholesale network is more than 90 percent, the rest is sold to 
domestic companies. Whereas, in NWFP, sale of sugar through wholesale 
network is also more than 90 percent, the rest is sold to domestic companies 
(Table 3). 
 
Table 3. The share of total sale of sugar in Pakistan (%). 
 

Province Wholesale Export Companies 
Sindh 95 2   3 
Punjab 90 - 10 
NWFP 95 -   5 

 
Transportation 
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Transportation plays a fundamental role in the economic development of a 
country. It is not just a means to service commuting people, but also to 
collect products and materials from producers and distribute them to 
consumers. Transportation is an essential element of production-distribution 
chain. Delay in transportation is of serious concern since it affects 
production costs, which are eventually reflected in consumer price. The cost 
of transporting sugarcane from the farm gate to mills is quite high, owing to 
the multiple transport facilities and time-consuming activities involved in 
delivery process. The total transportation expenditure was estimated at 
16,079 million rupees for the crop year 2007-08. The average cost per 
transaction incurred by farmers (excluding other labour costs) was in the 
range of Rs.250-262.5 per ton in 2007-08. A large portion of this cost 
comprises truck rent and driver wages. These two elements together 
represent a high proportion of overall production cost. The transportation 
issue has been overlooked in many industrial sectors and agricultural sector, 
in particular (Table 4).  
 
Table 4.   Transportation cost of sugarcane in Pakistan during, 2007-08.  
 

Region  Sugarcane crushed (million tons) Transportation cost (million Rs.) 
Sindh 15.874   4166.925 
Punjab 32.673   8168.250 
NWFP   2.976     744.000 
Total  51.523 16079.175 

 
The distance of sugarcane transport from field to sugar mill is another 
important indicator, which affects the competitiveness of the sugar industry. 
For instance, if the distance of sugarcane transport is large, the costs of 
transportation and management will be high. The process of sugarcane 
transportation varied from mill to mill. The common practice in Pakistan, is 
that sugar mills receive sugarcane from growers at the mill gate. Most of 
sugar mills use the queuing system to organize the sugarcane transporting 
trucks on the way to the mill gate. Many times sugarcane transporting trucks 
have to wait overnight to deliver sugarcane. It has been observed that sugar 
mills have demarked the mill gate area of 10 km surrounding in which they 
charged Rs. 8/40kg of transportation cost. Away from mill gate they charge 
different rates depending on the distance.  

 
Extraction rate of sugar (ETR) 
 
ETR in Pakistan was calculated as about 90 kg of sugar per ton of 
sugarcane. If sugarcane supply of 25 tons from one hectare, the sugar mill 
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can produce 2250 kg of sugar. Average ETR of selected industries was 
about 87.0 kg per ton of sugarcane in production year 2006-07 which 
increases to 89.8 kg per ton of sugarcane in the production year 2007-08. 
ETR of all industries in 2007-08 was higher than that in 2006-07 except of 
NWFP due to low recovery because of heavy frost attack during this season. 
The quantity of irrigation water and rain will likely to enlarge the average 
extraction rate during 2007-08. Industry of Sindh had higher ETR of 93.3 kg 
per ton of sugarcane (Table 5).  
 

Table 5. Sugar extraction rates of selected sugar industries (kg/t of sugarcane). 
 

Sugar industries ETR (2006-07)  ETR (2007-08) 
Sindh 91.4 93.3 
Punjab 85.3 89.3 
NWFP 82.3 76.2 
Average 87.0 89.8 

Cost of sugar production 
 
Another important indicator that influences competitiveness of the industry is 
the cost of sugar production. This indicator provides information about cost 
of inputs, technology and other factors that influence the industries cost 
structure. The analysis of sugar production provides several comparisons 
among industries, concerning costs of production. The costs of sugar were 
estimated at Rs.17.99 per kg. The average cost of sugar production during 
2007-08 was higher in NWFP (Rs.19.87 per kg) followed by Sindh (Rs.18.16 
per kg) and Punjab (RS.17.87 per kg). 
 
Table 6. Cost of sugar production during the year 2007-08 (Rs/kg sugar). 
 

Inputs Sindh Punjab NWFP Average 
Raw material (sugarcane) 15.28 14.84 17.39 15.03 
Processing cost 2.75 2.78 2.92 2.78 
Operating expenses  0.80 0.78 0.88 0.80 
Financial expenses  1.23 1.21 1.26 1.22 
Depreciation cost 0.65 0.67 0.64 0.66 
Total cost of sugar production 20.71 20.28 23.09 20.49 
Molasses production value  2.55 2.41 3.22 2.50 
Net total cost of sugar 
production 18.16 

17.87 19.87 17.99 

 
Profit of sugar production 
 
The ability of selected existing industries to gain profitability indicates a 
competitive advantage. However, an increase in the profitability of a sugar 
industry may indicate an increase in competitiveness, but it may not indicate 
whether this is a result of decreased cost or improved product quality. 
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Therefore, increase in profitability of an industry may be the result of 
increasing sale revenue or of other related factors. 
 
The data (Table 7) show that sugar industry made an average profit of 
Rs.2.23 per kg in the production year 2007-08. Then, average profit of sugar 
production increased.  It is interesting to note that industry of Punjab has 
gains the highest profit (Rs. 2.36/kg), whereas industry of NWFP had the 
lowest profit (Rs. 0.50/kg) on sugar during the same year due to very low 
recovery percentage. 
 
Table 7. Profit of sugar production in Pakistan during 2007-08 (Rs./kg sugar). 
 

 Sindh Punjab NWFP Average 
Wholesale sugar price  (Rs/kg) 25.54 25.61 25.78 25.60 
GST (16%) 4.09 4.10 4.12 4.10 
Dealership (5%) 1.28 1.28 1.29 1.28 
Net sugar price  20.17 20.23 20.37 20.22 
Cost of sugar production  18.16 17.87 19.87 17.99 
Net profit of sugar production  2.01 2.36 0.50 2.23 

Competitiveness of sugar industries 
 
To examine the competitiveness of selected sugar industries, various 
indicators were analyzed. The ranking score of sugar industry was used to 
rank the competitiveness and position of industries by each indicator. The 
analysis of score comes from the average of total quantity of sugar and 
molasses production, ETR of sugar per ton of sugarcane, cost of sugar 
production and profit of sugar production in the year 2007-08. The method to 
give the score is conditional that if the industry did the best or be the leader 
in each indicator, the score will be higher. For example, the industry having 
more quantity of sugar and molasses production in a season, it will be the 
leader and then it will get the highest score. If the industry has higher ETR of 
sugar per ton of sugarcane, it will earn higher competitiveness. The lower 
cost of sugar production, the better the competitiveness of industry. The last 
point is that if the industry gains the higher profit of sugar production, 
competitiveness of industry will be higher (Table 8). 
 
Table 8. Ranking of the selected sugar industries according to their 

competitiveness. 
 

Sugar Industries Sindh  Punjab NWFP 
Sugar production (tons/season)  2 3 1 
ETR of sugar (kg of sugar/ton of 
sugarcane   

3 2 1 
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Molasses production (tons/season) 2 3 1 
Molasses recovery  2 1 3 
Cost of sugar production (Rs/kg)  2 3 1 
Profit of sugar production (Rs/kg) 2 3 1 
Total score  13 15 8 
Ranking position 2 1 3 

The data is an average of competitiveness indicators in the production year 2007-08. 
 
The competitiveness of selected sugar industries was ranked from the 
highest (score 3) to the lowest (score 1). In case sugar industry had the 
highest performance in that competitiveness indicator, it received the highest 
score. The ranking score in this section is different from the previous section 
because the previous section is the analysis separately in each industry and 
each production year but in this section is the average value of each 
competitiveness indicators in both years. Therefore, it will show the entire 
picture of competitiveness of sugar industry. The result shows that sugar 
industry of Punjab had the advantage in total quantity of sugar production 
(score 3). Meanwhile, sugar industry of Sindh had the highest advantage in 
ETR (score 3) and gained the highest profit of sugar production. However, 
industry of NWFP had advantage in molasses recovery percentage (score 
3). The sugar industry of Punjab also ranked first in producing sugar with the 
lowest cost per kg. Overall sugar industry of Punjab got the highest score 
i.e.15 followed by Sindh (13 score). Therefore, industry of Punjab ranked 
first to be the highest competitiveness factory followed by industry of Sindh. 
 
Problems faced by the sugar industry 
 

The efforts were made to investigate the real problems faced by sugar 
industry of Pakistan in current scenario and near future. In this regard data 
collected were arranged according to the most important problem in scale 1-
5, where 5 carries the highest weight. The collected data were analyzed and 
listed problems were  ranked out  in the perception of sugar industries (Table 
9). It was found 
 
Table 9. Perception of respondents regarding problems faced by sugar industry. 
  

Sindh Punjab NWFP Average Nature of problem 
M R M R M R M R 

Low sugar recovery percentage 3.5 4th  4.8 1st  5.0 1st 4.5 1st 
De-zoning 4.0 2nd  4.6 2nd  3.0 3rd 4.3 2nd 
Low per hectare cane yield 4.3 1st 4.1 3rd  4.0 2nd  4.1 3rd 
High rate of taxes and duties 
imposed by the Government 3.7 3rd  3.6 4th  3.0 3rd 3.6 4th 

In sufficient cane available in the 
mill’s periphery 3.0 6th  3.5 5th  2.0 4th  3.3 5th 
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Less number of products made by 
the mill 3.0 6th  3.4 6th  3.0 3rd 3.3 5th 

High cost of transportation 3.3 5th  3.1 7th  3.0 3rd 3.1 6th 
Outdated sugar production 
technology 2.3 8th  2.3 9th  2.0 4th 2.3 7th 

Strict control of government on 
sugar prices in the form of importing 
sugar in years of low cane 
production 

2.5 7th  2.2 10th  2.0 4th 2.3 7th 

No incentive from the government 
for exporting sugar 1.7 9th  2.4 8th  2.0 4th 2.2 8th 

Low market for products like 
alcohol, methanol, etc. 2.5 7th  1.9 11th  2.0 4th 2.1 9th 

High cost of chemicals used in 
sugar mill 1.7 9th  1.8 12th  1.0 5th 1.7 10th 

High electricity charges 1.5 10th  1.3 13th  0.0  1.3 11th 
High wage rates of technical labour 1.5 10th  1.2 14th  0.0  1.2 12th 
High wage rates in general 1.3 11th  1.0 15th  0.0  1.0 13th 

 
that low sugar recovery percentage was the most serious problem and 
ranked first followed by de-zoning (2nd), low per hectare yield of sugarcane 
(3rd) and high rate of taxes and duties imposed by the government (4th) 
faced by sugar industry of Pakistan. In sugar industry of Sindh province low 
per hectare yield of sugarcane was ranked first, followed by de-zoning (2nd) 
and high rate of taxes and duties imposed by the government (3rd). In 
Punjab, low sugar recovery percentage ranked first amongst the problems 
followed by de-zoning (2nd), low per hectare yield of sugar cane (3rd) and 
high rate of taxes and duties imposed by the government (4th). In sugar 
industry of NWFP problem of low sugar recovery ranked first followed by low 
per hectare yield of sugarcane (2nd) and high rate of taxes and duties 
imposed by the government (3rd). 
 

CONCLUSION  
 

The study concludes that sugar industry of Punjab had the advantage in 
total quantity of sugar production. Meanwhile, sugar industry of Sindh had 
the highest advantage in ETR of sugar per ton of sugarcane and gained the 
highest profit of sugar production. The sugar industry of Punjab had the 
ability to produce sugar at the lowest cost. It was also found that sugar 
industry of Punjab got the highest score in competitiveness. 
 
The study further concludes that low sugar recovery percentage was most 
serious problem and ranked first by sugar industries. It suggests that 
combined efforts of government and sugar mills are needed for adoption of 
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high sucrose recovery varieties, demonstration plots of promising varieties 
on farmers fields, launching special campaigns of planting desirable varieties 
during planting season and integrating/coordinating their efforts with the 
provincial departments of agricultural extension. De-zoning was the second 
most problem which can be solved by adopting zoning system which is 
demanded by all sampled sugar mills of Pakistan. Problem of low per 
hectare yield ranks 3rd which can be solved by adoption of improved and 
new sugarcane varieties.  
 
To develop harmony and cooperative system between sugarcane growers 
and sugar industry, policy makers are required to ensure availability of crop 
for crushing, also to devise a long term solution, growers should be given 
regular contracts from sugar industry on fixed bottom line prices, and 
growers are paid promptly by the industry on delivery of sugarcane. As 
sugarcane is priced by its sugar content percentage there should be a 
minimum price. Further large scale improvement in sugarcane crop yield with 
better sugar recoveries will be a right step to improve efficiency of the sugar 
industry.  
 
The sugar factories control Act 1950 should also be amended to ensure 
performance of contracts by providing shelter to defaulting growers as well 
as sugar mills. There is also a need to constitute supervisory committees 
comprising representatives of growers, mill management, local 
administration and agriculture department in each mill area to deal with 
price, supply and other issues between the growers and mill management. 
 
Support pricing of sugarcane crop should be based on better data analysis 
in view of all economic factors like increase in prices of inputs and sucrose 
recovery, etc. to protect the interest of all stakeholders equitably.  
 
The sugar industry must spearhead the research and development efforts so 
as to meet its raw material requirements. The marketing of the produce (raw 
material as well as end product), has emerged as a key issue requiring 
serious attention of the government. The market imperfections must be 
removed through marketing efficiency and institutionalization of market 
intelligence. 
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