Factors behind sugar crisis


Talking to newsmen on Tuesday in Islamabad, the prime minister attributed the sugar crisis to a hike in international prices and said his cabinet colleagues had no hand in it. In his budget speech, he would deal with reasons behind the scam. Meanwhile, an inquiry is being carried out. However plausible and sound his statement may seem, a large section of the people will not subscribe to his views. While it would be good if the inquiry identifies the culprits who need to be punished, it seems a remote possibility as indicated by official attitude so far. The probe by the National Accountability Bureau was very recently dropped on the intervention of the powerful sugar lobby well represented in the government. As far as the official rationale for demand and supply being the main determinant of price, that factor has been overridden in this case by market abuses such as hoarding and speculation. Finally, whatever other factors may be at play behind the scam is for the government to discover and make them known. But the people are far more interested in knowing what the government is doing to ensure the availability of sugar at a fair price, rather than hear the prime minister to delineate the whys and wherefores of the sugar crisis. Leadership and policies are meant to deliver public good and not simply to dwell expansively on why failures have occurred and why they could not be foreseen and prevented.

Though pretty late, a high-level meeting under the chief minister of Sindh, Dr Arbab Rahim, has decided that sugar mills will not be allowed to hold more than 25 per cent of their production in stocks. Also within a fortnight, the mills are be required to declare their stocks and all sugar dealers have to get themselves registered with the government. Reports at the height of the crisis indicated that only half of the stocks produced by sugar mills were released in the market. After the NAB inquiry was shelved, the sugar mills are reported to have suspended their usual fortnightly declaration of stocks. Even timely imports were not made when the sugar prices were comparatively low in the international market. Nor were the stocks lying with the Trading Corporation of Pakistan released in the market to check the prices from going up. With the sugarcane production falling over the past three years, the issue of imbalance between demand and sugar supply needed to be anticipated and necessary corrective steps taken well in time. In the absence of genuine representative government, the consumer interests are ignored. Instead, the powerful industrial lobbies are being pampered with an eye on the next general elections.

Sugar crisis is a policy failure of a government seen by many as being subservient to cartels and monopolies. It takes pride in the reforms designed to create an internationally competitive market. The way the sugar crisis is being handled, both by design and default, leaves a strong impression that the renter class and crony capitalism are back with a vengeance. All reforms for making the industry internationally competitive have been a failure. The competitive law is in limbo and the cartels are prospering. It shows that markets lack discipline and require social controls and strong regulatory bodies. A paradigm shift in policy is required to turn the current buoyant emerging market into a robust socially responsible one.

