Agri growth target likely to be missed: SBP report
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KARACHI: The prospects of achieving the agriculture growth target of 4.8 percent are not promising during the current financial year, State Bank of Pakistan (SBP) cautioned while forecasting reasonable growth in agriculture sector.

The second quarterly report 2007-08, released on Monday, pointed out that dim prospects are unlikely to overcome the drag from the disappointing performance of some major Kharif crops of cotton and rice. 

Relatively weak aggregate performance of the crops, in the face of strong international prices of most agriculture commodities indicates not only the sectors’ vulnerability to the vagaries of nature but also the urgent need to enact reforms. 

It should target distortions in the incentive structure for farmers and the substantial wastage due to inadequate infrastructure. 

Wheat prices, both international as well as domestic retail prices, surged through most of the 2007, but farmers did not appear to be capitalising on this opportunity. 

Delayed announcement of the support price, leading to uncertainty on the eventual sale prices. The government purchased only 4.4 million tonnes out of 23.3 million tonnes of the 2007 crop. It appears that farm-gate prices are not keeping pace with international market prices. 

The bout of the bird flu incidence in domestic poultry industry during January 2008 in urban Sindh caused a decrease in the output of the poultry farms with no reported culling of the grandparent and parent resources by the one day old chick producers. 

The report said delay in crushing season also goes against the farmers as weight of sugarcane gets reduced with each passing day due to evaporation of water content in sugarcane. 

In this backdrop, delayed crushing amid price dispute between farmers and sugar mills during 2007 is likely to adversely impact 2008 sugarcane crop, which would lead to sugar shortage next year and hike in the domestic sugar prices. 

The strong growth in dairy sector is a case in point with support for small dairy farmers for storage units helping the milk processing industry which recorded strong growth, leading to increase investment across the value-added chain, and supporting income prospects for farmers.

The latest data on 2008 Rabi crops indicates that area under wheat cultivation decreased by 0.2 percent, which is a consequence of delayed sugarcane crushing and extended cotton picking season. 

As a result, achieving the wheat harvest target of 24 million tonnes for 2008 will be difficult. However, impact of lower wheat plantation was somewhat offset by increase in water supply for irrigation purposes by recent rains and snowfall. 

Initial data on various minor crops suggests that in 2008, growth of minor crops will be substantially higher than previous years. Other crops like bajra, jawar, chili, moong, potatoes also performed well. 

Water shortage was estimated to be around 22 percent lower than the normal levels compared with a shortfall of 14.3 percent in Rabi 2007. 

Institutional credit disbursement to agri-sector increased significantly by Rs 23.8 billion to Rs 104.8 billion during July-January 2008.

Commercial banks also responded positively and have introduced new financial products for agri-credit with aggressive marketing. As a result, agri-credit disbursement by the five largest commercial banks increased significantly by 33.2 percent YoY during July-January 2008 against only 0.9 percent rise witnessed in the same period of the previous year.

In contrast, weaker performance of agri-credit disbursement by the specialised banks during is largely a reflection of restructuring and stress on revolving credit scheme by ZTBL. 

The major hindrance is non-availability of appropriate collateral for small farmers. SBP has therefore designed a financing scheme for small farmers to increase the outreach of the agri-credit. SBP introduced “Financing Scheme for Small Farmers” (FSSF). This is an attempt to resolve the root cause of market failure in agriculture credit, non-availability of collateral. This scheme offers an opportunity to small farmers in mainstream institutional credit, which is likely to impact lives of thousands small farmers. It is expected that this scheme would yield desired results and number of borrowers would increase in agriculture sector. Since agri-credit disbursement is based on revolving credit formula, the performance of disbursements is also mirrored in the recoveries. Despite a slowdown in agri-credit recovery growth by the five largest commercial banks and DPBs, their performance remained buoyant during July-January 2008.

