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ROUNDTABLE ON

CEMENT INDUSTRY

Background

Institute of Cost and Management Accountants of Pakistan, as part of its research program, proposes to organize a series of closed-door debates/ Roundtable deliberations on different industrial sectors. The first Roundtable on Cement Industry was organized, jointly by the Research Department and the Karachi Branch Council, ICMAP on Saturday, 28th July 2007 at ICMAP Head Office, Karachi. 

Theme 

The theme of the Roundtable was “Cement Industry- Potential, Problems, Solutions”. 

Participants

The Roundtable was participated by the stakeholders including Ministry of Industries & Production, Monopoly Control Authority (MCA), Federal Board of Revenue (FBR), Trade Development Authority of Pakistan (TDAP), All Pakistan Cement Manufacturers Association, Management Accounting Professionals etc. 
A SYNOPSIS OF DELIBERATIONS

AT THE ROUNDTABLE

Introductory Remarks

By: Mr. M. H. Asif, Chairman, Research, Quality Assurance & Ethics Committee   

· ‘Research’ is a core area of the Strategic Plan of ICMAP, in addition to its other two important areas of ‘Education’ and ‘Examination’.

· Industrial development is pre-requisite for poverty alleviation in the country.

· Cement plays vital role in housing and infrastructure development, thus directly affecting the population at large. 

· Foremost objective of Roundtable is SWOT Analysis of Cement industry i.e. to identify the strengths, weaknesses, opportunities and threats, in relation to cement business with a Pakistani perspective.

· Another important objective of Roundtable is to develop ‘Terms of Reference (T.O.R.) for undertaking comprehensive research study, on the basis of facts, figures and conflicting views, emerging from the deliberations at the Roundtable. 

· The Institute will publish the study for use by all stakeholders, including the Government agencies, in their policy planning.

· ICMAP’s future program includes organizing similar Debates on other major industries like Sugar, Vegetable Ghee & Cooking Oil, Textiles etc.

· ICMAP is working for professional interaction with government organizations for greater research effort on industrial issues. 

Presentation by Representative of Cement Industry / Association

Mr. Badruddin Fakhri, Executive Director – Pioneer Cement Ltd. 

· Cement industry contributes around Rs.30 billion per annum in shape of Excise Duty and other taxes and around Rs.100 billion to the GDP annually. It also provides employment opportunities to about one lac people. 

· Total investments in cement industry currently exceed Rs.160 billion, which is likely to go further up to Rs.200 billion by 2010.  

· Despite unprecedented growth in demand of cement, the industry is currently not able to generate adequate margins due to low level of prices of cement. 

· As per published Financial Statements of listed cement companies for 9 months of 2006-2007, the industry could earn a net profit of Rs.2.3 billion, which amounts to a Return on Equity as low as 3.1 per cent for three quarters.  About fifty percent of listed companies with economies of scale or depreciated plants or very little financial charges made some profits, whereas rest of them incurred losses.

· Demand of cement enhanced 24 per cent during the period 2006- 2007, from 12 percent in 2002-2003 and around 8 percent in the 1980s. In 1990s, the demand remained stagnant or went up marginally due to political instability. 
· Closure of NDFC in 2000 and non-provision of project financing by PICIC And IDBP have resulted in shortage of investment for setting up new industrial projects. The Government misconstrued that commercial banks would finance industrial projects after closing down the NDFC, which, unfortunately, did not happen.
· Despite substantial growth in demand, the Per capita consumption of cement in Pakistan is still quite low i.e. 137 Kg. as compared to 870 Kg. in Malaysia, 750 Kg. in Thailand, 330 kg. in Philippines and 411 Kg. in Iran. This indicates huge potential within the country for enhancing cement consumption.

· Export markets for cement, initially restricted to only Afghanistan, has now expanded to other regions like UAE, Middle East and African countries. During 2006-2007 there has been rise of 112 percent of cement exports over the preceding year.  

· Qatar follows Dubai model and needs cement in bulk quantity due to massive construction projects.  Limestone deposits in Qatar have depleted, rendering it to entirely depend on import of clinker/cement.  Pakistan is exporting clinker to Qatar and its FOB prices have increased from US$ 40 per ton to US$ 48/49 per ton for supplies relating the year 2007.

· India is facing shortage in supply of cement by approx. 10 million tons per annum for about next two years. Limestone deposits in India will exhaust by the year 2030, if India doubles its existing capacity. Pakistan is well placed, due to its proximity, to meet this shortage by supplying cement to India. This opportunity may attract foreign cement groups to invest in cement industry of Pakistan. 

· Pakistan has around 12 million tons of surplus capacity, which can be exported to earn foreign exchange of approx. US$ 750 million. 

· There is urgent need for installing “bulk loading facilities” at ports in order to facilitate the cement industry to export in large quantity. Presently, only one company has arranged a limited bulk handling facility.

· Cement prices have gone down considerably despite substantial increase in prices of major inputs like coal, electricity, paper bags and markup rates. Consequently, current price of cement has become much lower than its historical prices due to two factors viz. fierce competition and government pressure to keep the prices low. 

· A price level of Rs.260 per bag seems to be a viable price for cement industry, although it is still lower than the cement prices in other countries.  Undue pressure of government to keep the prices lower than the prices of other countries would prove to be counter productive for the economy.  
· About 100 percent increase in the prices of imported coal, from around US$ 40 per ton, few years back, to US$ 80 per ton, has greatly affected profitability of cement industry. Also, about 30 percent fuel cost affected cost of production. 
· Taxes on Cement in Pakistan are the highest than most of the countries i.e. about 30 percent, as compared to 10 percent in Indonesia, Philippines, Egypt, 7 percent in Thailand and zero percent in Iran and Malaysia.  As such, rationalization of taxes on cement in Pakistan should be considered.
· Government should consider switchover to concrete roads, as maintenance cost of such roads is almost zero, although initial capital cost is higher. As per an Indian study, there would be about 12 per cent saving in fuel consumption on plying vehicles on concrete roads. Substantial savings can be achieved by this switchover. 

· Excise Duty on cement may be reduced by at least half, to bring the taxes on cement at least to the level of India, if not to the level of other countries. 

· Bulk handling facilities at the ports be provided on priority basis to facilitate the industry to export around 10 million tons of cement to India, Middle East and African countries to earn substantial foreign exchange.

· Cement manufacturers should give due consideration to demand and supply parity of cement before embarking upon further expansions in cement production capacity.

Presentation by Representative of Cement Industry / Association

Mr. Irfan Amanullah, DGM & Company Secretary – Attock Cement Pakistan Ltd. 

· Number of cement units in the country has increased to 24 at present, as against only 4 units at the time of partition. 

· Investment of around US$2 billion has been made in cement industry since partition. 

· India has production capacity of cement around 150 million tons. If India doubles this capacity to 300 million tons, its limestone reserves will finish by 2030. In case, this capacity is not expanded, limestone reserves can be utilized by 2050. 

· Many Indian States have banned expansion in cement industry due to shortage of limestone. This situation would force India to open its markets for Pakistani cement. 

· Cement industry has advantage due to domestic availability of raw materials in huge quantity and as such it does not have to import it from other countries. 

· Cement industry started to grow since 1990s but from 1997 to 2002 there was insignificant growth. Cement industry decided at right time to shift from furnace to coal, for survival. 

· We need to apply either Dubai model or Korean model. Dubai model is to trim exports and encourage imports whereas Korean model promotes export.

· Availability of loans is important to develop and maintain the plants. Because of little profit, industry is still carrying older loans. Pak Land cement was role model for cement companies in 1980s but it collapsed in 1990s because of non-availability of loans to maintain plants. Industry suffered badly during 1996-2001.

· Cement Industry made decision to go for expansion at right time. Otherwise, price would have been increased more than Rs.500 per bag. 

· Majority of cement plants were installed in Pakistan in 1950s and 1960s and their rated capacity was quite different from their effective capacity. 

· Government should reduce excise duty and other taxes on cement, as promised by it few years back. Total cement production has gone up from 9 million tons to present 38 million tons but the excise duty has been unchanged. 

· Royalty rate on cement, in different regions, varies considerably i.e. Rs. 1 per ton in Islamabad, Rs. 50 per ton in Balochistan and Rs. 15 per ton in Punjab/Sindh. 
· Port Qasim did not give an encouraging response when it was suggested by the industry to provide ‘bulk facility’ for availing emerging export opportunities. 

· There is misconception about huge profits earned by cement sector. About 75% cost in cement industry is fully verifiable and nothing is hidden. Manifold increase in prices of electricity and fuel has impacted profits of cement industry. Majority of companies have ploughed back their profits because of economies of scale. 

· There is good scope for export of Pakistani Clinker to East Africa and UAE, and cement to the Maharashtra State of India.

· A small cement plant consumes around 500 tons of coal. However, local coal supplied is inferior in quality and unsuitable for cement plants. 

· Lead-time for completing a cement plant is two to three years.

· Pakistani cement is considered the best quality product by international sources. 

· Cement industry needs legal and policy framework for sustained growth. 
· Key challenge is to increase per capita cement consumption and key opportunity is to take advantage of the emerging international export markets.
· Cement industry should invest in improvement of bulk-handling facility at the Jetty, provided the Government came forward with some concessions for the industry. 

· Accurate statistics on production capacity, exports etc of cement industry and benchmarking for new plants are available with the industry. 

Presentation by Regulating Authority – Monopoly Control Authority 

Mrs. Kishwar Khan – Chief (Economic Research) MCA
· Three production processes are being used in Pakistan for cement production viz. wet process, semi-wet process and dry process.

· Cumulative investment in new capacities / expansions is projected at Rs. 84 billion in for the period 2007-2008 and around Rs. 117 billion for the period 2008-2009. 

· Professionals should come forward to make analytical research on harms rendered by cartelization, as cartels lead to loss of consumers, including the Government.

· The Law needs to be strengthened through incorporating new provisions, especially penalties for non-compliance. 

· Many attempts to form cartels have been foiled by the MCA: 

· First Cartel case was dealt in 1992. MCA examined pricing pattern, capacity utilization and cost structure, and forwarded recommendations to ECC. State Cement Corporation’s units were directed to open retail shops at important points in major cities and sell cement at MCA’s recommended and ECC’s approved rate. With these measures cartel was effectively broken. 
· Second Cartel case was dealt in 1998. Cement manufacturers increased price per bag by Rs.100 overnight. MCA conducted investigation and passed Order in February 1999 directing to reverse cement prices to pre-cartel level (i.e. Rs.135-140 per bag), and MCA put penalty on non-compliance. 

· Third Cartel case was dealt in 2003. MCA monitored the production, capacity utilization, dispatches and Ex-factory prices of cement companies. It issued show cause notices to 8 companies for non-supply of information required under Section 21. MCA observed price fixing and simultaneous price increase without justification. In, 2005, 18 cement manufacturers were directed to break cartel and bring down prices by the amount increased unfairly. 

(iii) Dry 

Presentation by Public Cement Research Institute - TUSDEC

Mr. Munir Ahmed Rana, DGM Cement Research & Development Institute, TUSDEC - Ministry of Industries, Production and Special Initiatives

· Cement Research Institute was formed in 1983 by the State Cement Corporation of Pakistan and tasked with production diversification and development 
· of low-cost blended cements. It facilitates industry by providing cement testing reports as per Pakistan, British, American and Indian cement standards. 

· Cement industries do not pass on relief to consumers, when they get reduction in levies/ excise duty from the government.  Last year, excise duty was reduced from Rs. 1000 per ton to Rs. 750 per ton but cement prices remained unchanged.

· Almost all the cement industries are producing high-strength cement, but there is also urgent need for producing alkali cement for national projects like Lawari Tunnel project and low heat of hydration cement for Mangla Dam Raising project. 

· Maple Leaf Cement factory has the capability to produce Low Alkali cement. 

· Lucky Cement has installed its own bulk loading system at Karachi Port. 

· Cement industry has existing loans of Rs. 75 billion.

· The expanding production capacity of cement would be 49 million tons by 2011. This would necessitate bulk-loading facility for exports. 

· Cement industry should introduce new technology for energy conservation.
· Research may be carried out for producing new types of cement, in order to meet demands of modern construction.
· Environmental pollution and Green house effect, due to CO and dust emission from the cement industries, should be properly dealt with. 

Presentation by Trade Development Authority - TDAP

Mr.Ahmed Saquib, ACMA- Executive Director (Finance)

Mr. Asad Zahoor, Executive Director (Supply Chain) 
· Total exports of cement, in 2006, were to the tune of US$ 180 million.

· A Sectoral Committee on Cement will be formed by TDAP, having representatives on it from the cement industry, regulators, research institute and stakeholders. ICMAP will also be a member on the Sectoral Committee.

· Reliable estimates of production capacity, demand forecast, etc are required for developing Terms of Reference for research. 

· There is good scope for export of cement to Qatar and Afghanistan. 

· There is need for having collaboration between the public and private sectors for developing the industry and export.
· A benchmarking study for costing of cement be carried out, which could provide independent credibility.

· TDAP is ready to provide funds to ICMAP for conducting research on Industries. 

Presentation by Public Tax Collection Authority  – FBR 

Mr.Mukhtar Ahmed Gondal – Director General, Large Taxpayers Unit (LTU) 

· According to CBR study, the profit of cement industries has declined. Analysis of balance sheets of eleven cement units, located in southern region, revealed that the profit before depreciation was improving due to capital investment. 
· Ideal level of capacity utilization of a cement plant is around 80 to 85 percent. If a plant works up to the level of 40 percent capacity, it signifies loss and more than 40 percent indicates break-even point. Our industry is running at 80% to 82%. 
· Cement production capacity of Pakistan is about 38 million tons per year, as compared to 155 million tons of India and 111 million tons of China.
· Although there is shortage of good quality coal, yet it is cheaper than furnace oil. 

· Cement export is around 7 percent of production at present. New markets must be explored for export of cement. 

· Cement industry is not labor-intensive because of automation involvement. 

· Cost of raw material has not increased during the last few years. 

· Shifting to dry process and installation of recycling process are the positive factors in lowering the cost and improving production capacity of cement industry. 

· Cement industry should focus on marketing aspect to use the enhanced capacity. 
Summing up of Deliberations

By: Mr. Muhammad Ashraf Bawany, FCMA 

· Roundtable discussion mostly focused on current situation of the industry, its taxation structure, production capacity, pricing factor etc. The long term approach and vision for the industry did not come under discussion of the participants. 

· Cement manufacturers should develop long-term vision and strategy for their industry to enhance production through technological innovation and exports. 

· Macro-level plans, formulated by the Government, should be linked to micro-level initiatives, to ensure smooth and effective implementation of industrial policies. 

· Management Accountants can play a vital role in helping the cement industry to reduce production losses and optimize profits. Cement industry may take benefit from the special expertise of the Management Accountants in this area. 

Concluding Remarks

By: Mr. M. H. Asif, Chairman, Research, Quality Assurance & Ethics Committee   

· ICMAP was grateful to the participants to make this initiative a success.

· Roundtable provided a forum for fruitful interaction between the stakeholders and ICMAP. Almost all aspects related to the cement industry were raised. 

· Representation from cement consumers was missed. They were invited and there must have been some unforeseen last minute constraints. The invitees included Federal Ministry of Housing and Association of Builders and Developers, and Contractors Association. However, they would be approached to have their views. 

· Roundtable did not touch upon the important area of qualitative and technological improvements in the cement industry in the foreseeable future. 

· ICMAP would continue to act as a catalyst in bringing harmony and reconciling the conflicting views of stakeholders. It would also bring out useful publications for the benefit of industry and policy makers. 

· A lot can be done in the area of cost optimization and the expertise of Management Accountants is available to the industry on request. 

· The forum of Cost and Management Accountants (CMA) Foundation is also available for professional assistance and to undertake joint research studies with the government organizations. 

SWOT 

ANALYSIS 
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SWOT 

                  ANALYSIS



SWOT ANALYSIS – IN BRIEF 
Strengths 
(Abilities)
· Strong Industry Base 
The cement Industry contributes annually a major share of Rs. 100 billion to GDP and Rs. 30 billion in shape of taxes and duties. The Industry, having presence in all provinces, is providing employment to about one lac people of the country. It is meeting not only domestic requirement of cement but also making exports to other countries to earn invaluable national foreign exchange. 

· Sustained Growth in Production and Exports  
The cement industry has witnessed a sustained growth in production and exports. The total cement production has gone up from around 9 million tons to present 38 million tons per year. Although this capacity is far below than 155 million tons of India and 111 million tons of China, but with the increasing demand of cement, both locally and internationally, as well as with the setting up of more cement plants in the country, the production capacity would get a major boost. 

· Easy Availability of Production Resources
An important advantage to the Pakistani cement industry is that almost all the raw materials and labour, required for the production of cement, are easily available within the country at cheaper prices. 

· Surplus Production for Local and Export Markets
The industry has a surplus production capacity of around 12 million tons of cement and if this capacity is utilized, the additional produce could be exported to earn foreign exchange of approx. US$ 750 million. 

· Good International Reputation 
The grey cement produced by the Pakistani cement industry enjoys good reputation in the international market. The international buyers consider it as the best quality product. This is why the demand of our cement in foreign market is continuously increasing.  

SWOT ANALYSIS – IN BRIEF 
Weaknesses 

(Inabilities)
· Lack of Innovation and Technology Development  
The industry lacks innovation due to which there has been insignificant inflow of new and advanced technology into the industry. It is important for the cement industry to adopt modern and most advanced technology to improve production efficiency and produce high-quality cement to meet the local demand and export orders. The industry should also introduce new technology for energy conservation and environmental improvement. 

· Absence of Vision to Identify Weaknesses 
The industry also lacks a long-term Vision due to which it is not able to identify those weaknesses and shortcomings, which impede its sustained growth.  The industry should, therefore, develop long-term vision and strategy to enhance its production and exports. 

· Lack of Funds to Take Up New Projects 
A key weakness of the cement industry is that sufficient funds are not easily available that could be utilized by the industry for setting up new projects or upgrading the existing units. The financial institutions in the country are providing limited finance that is not adequate for new investments. 

· Lack of Professional Expertise within the Industry 
One disadvantage to the cement industry is lack of professional expertise. Due to shortage of professional and experts the industry is unable to effectively achieve production targets, improve quality, minimize production cost and improve and enhance its marketing and distribution channels. 

· Dependence on Cartelisation for adequate Revenue 
Another weakness of the cement industry is its dependence on cartelisation in order to earn adequate revenue. This has resulted in artificial price escalation of cement in the country. The SECP has to intervene in such circumstance to impose fine on such companies, which form cartels. The industry should find other means to raise profit.

· Lack of Research & Development 
There is no institution in the private sector that could undertake research & development in the cement sector to improve the productivity, quality, efficiency, marketability as well as conducting feasibility for producing new products, optimising cost of production and industry expansion.  

SWOT ANALYSIS – IN BRIEF 
Opportunities

· Future Growth Potential  
The cement industry has witnessed a steady growth over the last few years, which is evident from the continuous increase in foreign exports and investments in the industry. During 2006-2007, cement exports enhanced to 112 per cent over the preceding year and it is expected to go further up in coming years. Moreover, total investments in the cement industry, which currently exceed Rs. 160 billion, is projected to go further up to Rs. 200 billion by the year 2010. 

· Rising Local Demand
The demand of grey cement rose to 24 per cent during 2006- 2007, from just 12 percent in 2002-2003. It is expected that the demand will grow further in future. Moreover, cement industries are mostly producing high-strength cement. There is urgent need for producing alkali cement to meet the demands of national mega projects like Lawari Tunnel project, Mangla Dam Raising project, Gwadar Port, etc. 

· Emerging Export Markets 
There is good scope for export of clinker and grey cement to India, UAE, Qatar, Middle East and African countries. These markets are opening up and a lot depends on the production capacity and bulk handling facility at the Ports to cope up with the rising international demand. 
· Construction Boom in Pakistan
Presently there is a boom in the construction industry within the country. The demand for cement has enhanced considerably due to construction of a large number of mega national projects such as Water Dams, Northern By-Pass Projects, Highways, Government Housing Projects, etc. This offers a great opportunity for the cement industry to increase production to meet the future demand. It is also important that research be carried out to produce new types of cement. 

· Developing a Long-Term Vision and Strategy 
The cement industry is now adopting a forward-looking approach and developing a Long-term Vision and Strategy for enhancing production capacity and exports. The Trade Development Authority of Pakistan (TDAP) has also formed a Sectoral Committee on Cement for this purpose. 

SWOT ANALYSIS – IN BRIEF 
Opportunities  
(contd.) 
· Research To Develop New Products   
Extensive research is being carried out by the Cement Research and Development Institute, under the aegis of the Ministry of Industries and Production, to produce new types of cement to meet the demands of modern construction. 

· Focus on Cost Optimisation 
The cement industry is not making serious efforts for cost optimisation. This is an important area where the industry can improve by utilizing the professional expertise of Management Accountants in minimizing the cost of production. 

· Possible Switch-over to Cement Roads 
The industry in collaboration with the Government should consider switchover to concrete roads. Although the initial capital cost of such roads is higher but the maintenance cost is almost zero. This would result in huge fuel consumption. 

· Conversion to Coal 
The conversion from furnace to coal is an opportunity for the industry as it easily available in the local market at much cheaper prices. 
· Availability of Finance 
The industry has the opportunity to obtain finance from the banks and financial institutions in the country. 

SWOT ANALYSIS – IN BRIEF 
Threats (Challenges)

· Low Per Capita Consumption 
Despite increasing demand, the per capita consumption of cement is very low i.e. Rs. 137 Kg. as against 870 Kg. in Malaysia, 750 Kg. in Thailand and 411 Kg. in Iran. 

· High Incidence of Taxes 
Around 30 percent taxes / levies on cement are highest than most of the countries i.e. 10 percent in Indonesia, Philippines & Egypt, 7 percent in Thailand and zero percent in Iran and Malaysia.
· High Input Cost 
Due to increased cost of input such as electricity, coal, paper bags, mark-up rates etc, the cost of production of cement has increased over the years.

· Decline in Profitability 
Despite unprecedented growth in demand of cement, the industry is currently not able to generate adequate margins due to low level of prices of cement.
· Inadequate Bulk-loading Facility at Ports 
Due to non-availability of bulk-handing facility at ports, the cement industry is not in a position to export to new markets in bulk quantity at low cost in short time. 
· Supply of Inferior Quality Coal and High Cost of Imported Coal 
Local coal supplied is inferior in quality and unsuitable for cement plants. On the other hand, the price of imported coal is too high. There has been almost hundred percent increase in prices of imported coal, from around US$ 40 per ton, few years back, to approx. US$ 80 per ton at present.
· Varied Rates of Royalty 
Royalty rate on cement, in different regions, varies considerably i.e. Re. 1 per ton in Islamabad, Rs. 50 per ton in Balochistan and Rs. 15 per ton in Punjab and Sindh. 

· Rising Oil Prices 
High rate of furnace oil has greatly impacted the cement industry. As such, rising international prices of oil is also a threat to the cement industry.

********************

Conclusion

The Roundtable produced a meaningful outcome, generated through fruitful interaction of the stakeholders. There were many issues on which the participants shared a common view but they had also conflicting opinions on some other issues. In fact, this difference in the expressed opinions of stakeholders was in harmony with the spirit behind organizing the Debate. These conflicting issues provided the Institute with ideas for carrying out detailed research in new areas, for benefiting the policy makers and those who are associated with the cement industry. 

Two-Pronged Research Exercise:

Based on both the consensus and conflicting views, expressed during the Roundtable, the Institute intends to embark upon the following two-pronged research exercise: 

(1) Validate the issues/ assumptions on which the participants hold consensus views.

(2) Carry out detailed research study on the conflicting views and opinions.

A Terms of Reference (T.O.R.s), covering 13 broad areas, has been prepared, for carrying out in-depth research. A copy of this TOR is attached with this Report. 

Consensus on Key Issues:

The participants had unanimity of views on the following key aspects of cement industry:

· Industry has Scope for Future Growth 
Industry is progressing steadily with more scope for future growth. All indicators i.e. production, demand, exports and investments are showing rising trends.

· More Exports depends on improved Port Facility 

Industry is capable to export to new markets but non-availability of bulk-handling facility at Ports, hampers them to seize the emerging export potentials. 

· Per Capita Consumption needs to be enhanced 

Industry’s biggest challenge is that despite constant increase in demand of cement, the per capital consumption is much lower than in other cement producing countries. 

· Long-term Vision is needed for sustained growth

Industry needs a long-term vision and strategy to achieve sustained growth, meet future challenges and seize emerging export opportunities. 

· Taxes on Cement needs to be rationalized 

Industry has to pay high taxes and duties, which increases its cost of production. The Government should consider rationalizing the taxes on cement Industry. 

· Industry should opt for cost optimization  

Industry should give special focus on minimizing the production cost in order to increase their profit margin and become competitive in international export markets. Management Accountants can offer their expertise to help the industry in this regard.  

Conflicting Views on Key Issues:

The participants had different views on the following key issues of cement industry:

· Issue of Sale Price of Cement

The Cement manufacturers are of the view that price per bag of cement in Pakistan is much lower than in other countries and as such it should be enhanced. The price is low due to two main factors i.e. fierce competition and undue government pressure to keep the prices low. The Government, on the other hand, says that it do not exert any pressure on it, rather the cement companies increase the prices without justification and form cartels, which need to be discouraged. There is another conflicting opinion on this issue that the cement companies do not pass on the benefit to consumers, even if they get any tax concession from the government. 

· Issue of Low Profitability of Cement Companies

It was indicated by the stakeholders that the profit margin of majority of the cement companies has declined. However, there was no consensus on the specific reason(s) for this decline. The Industry felt that the profit decline was due to exorbitant increase in electricity and fuel prices. The government side indicated that the profit before depreciation of some cement companies had improved due to capital investment. There is a general impression, as hinted by industry representatives, that the cement sector conceals its huge profits by showing high production cost.

· Issue of High Production Cost 

This issue also needs thorough analysis as participants expressed different opinions on it. The industry indicated that input cost has increased manifold and about 75 percent cost is fully verifiable and nothing is hidden. On the other hand, it was informed by a government representative that the cost of raw material has not increased during the last few years. Moreover, it was suggested by another participant that a benchmarking study on costing of cement be carried out. 
· Issue of Expansion in Cement Industry

There are much differences in views of the management of the industry for making investments for further expansion. The cement companies, with aggressive approach, are opting for expansion whereas other industries feel that demand and supply parity of cement should be considered before going for further expansion. This conflicting situation provides a research area to find out as to whether expansion should be made or not to benefit the industry?   

SWOT Analysis:

On the basis of presentation of papers, deliberations made, conflicts identified and suggestions put forward during the Roundtable, an attempt has been made to develop a “SWOT Analysis” of the cement industry of Pakistan. The analysis is annexed to this publication. It is admitted that the scope of this analysis may not be encompassing all the aspects of the cement industry, but it has, to a great extent, identified the major strengths, weaknesses, opportunities and threats of the cement industry. It now depends on the industry to make a detailed self-assessment so as to consolidate its strengths, improve its weaknesses, seize the emerging opportunities and prepare itself to face future threats and challenges in this highly competitive global trade environment.

CEMENT INDUSTRY   

A STATISTICAL REVIEW 

DOMESTIC SALES IN PAKISTAN

	Year
	Million (Tons)
	Percentage Increase

	2002-03
	10.98
	+12%

	2003-04
	12.52
	+14%

	2004-05
	14.79
	+18%

	2005-06
	16.91
	+14%

	2006-07
	21.03
	+24%


EXPORT OF CEMENT FROM PAKISTAN

	Year
	Million (Tons)
	Percentage Increase

	2002-03
	0.43
	+353%

	2003-04
	1.12
	+160%

	2004-05
	1.57
	+40%

	2005-06
	1.51
	- 04%  *

	2006-07
	3.19
	+112%


* Reduced due to ban on export for few months during 2005-06.

PRICES OF CEMENT IN PAKISTAN

	Year
	Approx. Price per Bag (Rs.)

	July 1996
	206

	July 2000
	230

	July 2005
	262

	July 2006
	245

	July 2007 
	 200 *


* Rs.225 per bag in South.

PRODUCTION OF CEMENT IN DIFFERENT COUNTRIES

	Country
	Production (Million Tons/Year)

	India
	155

	China
	111

	USA
	101

	Japan
	68

	Russia
	54

	Korea 
	52

	Spain
	50

	Italy
	50

	Turkey
	45

	Mexico
	40

	Brazil
	40

	Pakistan 
	38

	Iran 
	37

	Vietnam
	33


PER CAPITA CONSUMPTION OF 

CEMENT IN DIFFERENT COUNTRIES

	Country
	Per Capital Consumption (Kg).

	Pakistan
	137

	Iran
	411

	Philippines
	330

	Thailand
	750

	Malaysia 
	870


PRICES OF CEMENT IN DIFFERENT COUNTRIES

	Country
	Price per Bag (US Dollar)

	Pakistan
	    3.69  *

	India
	4.87

	Afghanistan
	4.15

	Dubai
	4.63

	Sri Lanka
	5.06

	Iran 
	4.87


* Based on price of Rs.225 per bag.

TAXES ON CEMENT IN DIFFERENT COUNTRIES

	Country
	Percentage (%)

	Pakistan
	30

	India
	18

	Indonesia
	10

	Philippines
	10

	Egypt
	10

	Thailand 
	07

	Iran
	Zero

	Malaysia 
	Zero
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Threats


                         (Challenges)





Low Per Capita Consumption 


High Incidence of Taxes 


High Input Cost


Decline in Profitability


Inadequate Bulk Loading Facility at Ports


Supply of Inferior Quality Local Coal 


Varied Rates of Royalty 


Rising Oil prices























Weaknesses


                           (Inabilities)








Lack of Innovation and Technology Development


Absence of Vision to identify weaknesses 


Lack of Funds to Take Up New Projects 


Lack of Professional Expertise within Industry  


Dependence on Cartelisation for adequate Revenue 


Lack of Research & Development


 


�















Opportunities








Future Growth Potential 


Rising Demand 


Emerging Export Markets 


Construction Boom 


Developing a Long Term Vision and Strategy 


Research to Develop New Products 


Focus on Cost Optimisation 


Possible switch over to Cement Roads


Conversion to Coal


Availability of Finance 




















Strengths


                           (Abilities)





Strong Industry Base 


Sustained Growth in Production and Exports 


Easy Availability of Production Resources 


Surplus Production for Local and Export Markets   


Good Local and International Reputation 
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		2003-04

		2004-05

		2005-06

		2006-07

		2007-08

		2008-09



PKR in Billion

CUMULATIVE INVESTMENT IN EXPANSIONS OF CEMENT INDUYSTRY

2

7.62

38.02

79.47

84.47

117.47



Capacity vs Demand

		Year		Consumption - Domestic		Consumption - Export		Industry Consumption (million tons)		Rated capacity (million tons)		Capacity Utilisation - Domestic		Capacity Utilisation - Export		Capacity Utilisation - Total		Annual growth rate - Domestic		Annual growth rate - Export		Annual Growth percentage		Remarks

		1990		7.83				7.8		8.9		88%				88%												Year		Local Sales(million tons)		Exports(million tons)		Total(million tons)

		1991		8.19				8.2		8.9		92%				92%		5%				5%						2003		10.9798		0.4		11.41

		1992		8.57				8.6		8.9		96%				96%		5%				5%						2004		12.5164		1.12		13.63		14.0%

		1993		8.32				8.3		8.9		94%				94%		(3%)				(3%)						2005		7.0300		0.8		7.81		12.3%

		1994		8.14				8.1		9.0		90%				90%		(2%)				(2%)

		1995		8.38				8.4		10.2		82%				82%		3%				3%

		1996		9.43				9.4		10.2		93%				93%		13%				13%

		1997		9.65				9.7		12.5		77%				77%		2%				2%

		1998		9.19				9.2		15.5		59%				59%		(5%)				(5%)

		1999		9.62				9.6		16.9		57%				57%		5%				5%

		2000		9.94				9.9		16.5		60%				60%		3%				3%

		2001		9.93				9.9		16.2		61%				61%		(0%)				(0%)

		2002		9.83		0.11		9.9		16.8		59%		1%		59%		(1%)				0%

		2003		10.98		0.43		11.4		16.4		67%		3%		70%		12%		304%		15%

		2004		12.52		1.12		13.6		17.0		73%		7%		80%		14%		160%		19%

		2005		14.79		1.57		16.4		17.04		87%		9%		96%		18%		40%		20%		5.0%

		2006		16.91		1.51		18.4		21.60		78%		7%		85%		14%		(4%)		13%		(0.074)

		2007		21.9234871413		2.6483272605		24.6		- 0								29.67%		76%		33%

		INDUSTRY GROWTH
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Industry Consumption (million tons)

Annual Growth percentage

Annual Consumption (Million MT)

Annual Growth
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Supply - Demand Gap
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Consumption - Export

Annual growth rate - Export
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97 Base Price

		

				2006		2007		2008		2009		2010		2011		2012

		Local Market Size		16,907,139		21,133,924		23,458,655		25,335,348		26,855,469		28,466,797		30,174,805

		Growth Rate %				25.0%		11.0%		8.0%		6.0%		6.0%		6.0%

		Export Market Size		1,505,159		2,257,739		2,596,399		2,856,039		3,141,643		3,298,725		3,463,662

		Growth Rate %				0.5		0.15		0.1		0.1		0.05		5.0%

		Industry Nominal Capacity - Cement		23,804,000		38,109,500		42,330,500		42,330,500		42,330,500		42,330,500		42,330,500

		Industry Effective Capacity - Cement		20,940,475		34,022,812		39,516,500		42,330,500		42,330,500		42,330,500		42,330,500

				Year		Local Sales		Total Sales		Total Capacity		Capacity Utilization																				Year		Local Sales		Export Sales		Spare Capacity		Capacity Utilization

				2005-06		16.9		18.4		20.9		88%																				2005-06		16.9		1.5		2.5		88%

				2006-07		21.1		23.4		34.0		69%																				2006-07		21.1		2.3		10.6		69%

				2007-08		23.5		26.1		39.5		66%																				2007-08		23.5		2.6		13.5		66%

				2008-09		25.3		28.6		42.3		67%		1,000,000																		2008-09		25.3		3.2		13.8		67%

				2009-10		26.9		30.0		42.3		71%																				2009-10		26.9		3.1		12.3		71%

				2010-11		28.5		31.8		42.3		75%																				2010-11		28.5		3.3		10.6		75%

				2011-12		30.2		33.6		42.3		79%																				2011-12		30.2		3.5		8.7		79%
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Indirect Taxation
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Local Sales

Export Sales

Spare Capacity



Price

		

								Year		Ex Factory price		Actual Price per Bag		Inflation Rate				Adjusted Price		WPI adjusted Price per Bag		Average Real price

								1997-98		3,610.44		181		6.6%		86.99		3,610.44		181		231				314.35

								1998-99		3,714.67		186		6.3%		92.51		3,839.52		192		231

								1999-00		4,063.06		203		1.8%		94.15		3,907.64		195		231

								2000-01		3,943.67		197		6.2%		100.00		4,150.45		208		231

								2001-02		4,158.80		208		2.1%		102.08		4,236.78		212		231

								2002-03		3,708.61		185		5.6%		107.77		4,472.94		224		231

								2003-04		3,935.70		197		7.9%		116.29		4,826.55		241		231

								2004-05		4,214.50		211		6.8%		124.14		5,152.37		258		231

								2005-06		5,060.70		253		10.1%		136.68		5,672.83		284		231

								2006-07		4,270.00		214		10.8%		151.48		6,287.10		314		231
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Energy Price

		

				Revenue to Govt

								Cement		Per Ton				Per Bag

				Year		Total Excise Duty & Sales Tax		Despatches		Revenue		Per Bag Excise Duty & Sales Tax		Price		%age of Price

				1997-98		12.3		8,109,072		1,511.33		76		180.52

				1998-99		12.4		8,195,262		1,507.64		75		185.73

				1999-00		12.3		8,819,536		1,395.31		70		203.15

				2000-01		12.7		8,899,017		1,430.72		72		197.18

				2001-02		14.9		9,362,578		1,591.70		80		207.94

				2002-03		15.5		10,538,019		1,469.46		73		185.43

				2003-04		14.3		11,948,897		1,195.68		60		196.79

				2004-05		16.5		13,952,194		1,181.80		59		210.73

				2005-06		19.6		15,181,061		1,292.89		65		253.04

						1,000,000
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GoP indirect taxation



Ind-Avg

		

				Retail Prices of Cement in Different Countries

																						Country		Retail Price Per Bag				Rate for Conversion in US $		Price Per Bag (USD)		Indircet Taxes Per Bag (USD)		Net Price Per Bag (USD)		Ex-factory price without Tax (PKR)		Indirect taxation rate

																						Pakistan		260.00		(Pak Rupees)		60.95		4.27		1.17		3.09		188.59		27.5%

																						India		215.00		(Ind Rupees)		44.12		4.87		0.85		4.03		245.35		17.4%

																						Afghanistan		253.00		(Pak Rupees)		60.95		4.15		0.39		3.76		229.00		9.5%

																						UAE		17.00		(UAE Dirham)		3.67		4.63		- 0		4.63		282.18		0.0%

																						Sri Lanka		550.00		(SL Rupees)		108.70		5.06		0.76		4.30		261.86		15.1%

																						Iran		45,000.00		(Rial)		9,241.00		4.87		- 0		4.87		296.80		0.0%

						Pakistan		India		Afghanistan		Dubai		Sri Lanka		Iran

				Retail Price Per Bag		260		215		253		17		550		45000

						(Pak Rupees)		(Ind Rupees)		(Pak Rupees)		(UAE Dirham)		(SL Rupees)		(Rial)

				Rate for Conversion of USD		60.95		44.12		60.95		3.672		108.7		9241

				Retail Price Per Bag (USD)		4.27		4.87		4.15		4.63		5.06		4.87

				Indirect Taxes Per Bag (USD)		1.17		0.85		0.39		0.00		0.76		0.00

				Ex-factory price without Tax (USD)		3.09		4.03		3.76		4.63		4.30		4.87

				Ex-factory price without Tax (PKR)		189		245		229		282		262		297

				Indirect taxation rate		27.5%		17.4%		9.5%		0.0%		15.1%		0.0%
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Retail Price
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				Pakistan		Egypt		India

				Egypt		Algeria		Iraq		Turkey		Pakistan

		PKR/KWHr		1.15		1.68		0.36		3.94		5.55

				Egypt		Algeria		Iraq		Turkey		Pakistan

		PKR / Million Kcal		270		112		351		1,235		1,434





Sheet3

		0

		0

		0

		0

		0



PKR/KWHr



Sheet1

		0

		0

		0

		0

		0



PKR / Million Kcal

PKR / Million Kcal

Fuel Cost



2007 Base

		0

		0

		0

		0

		0



PKR / Million Kcal

PKR / Million Kcal

Electricity Cost



Cost per ton

		

				Cost of Production (National Weighted Average)

				Based on Audited Accounts for the year ended June 30, 2006

				Cement Sales as per statement attached (17 Cos.)				15,181,061		Metric Tonnes						15,385,000

				Shareholders Equity (Rs.)				74.771		Billion						67.162

																2005

								Rs./Tonne				Rs./Bag

				A.		Variable Cost

				1		Raw and Packing Material		326.93				16.35				14.53

				2		Fuel and Power		1,432.03				71.60				62.24

				3		Stores and Spares (Including Repair & Maintainance)		154.74				7.74				6.77

						Sub-Total:		1,913.70				95.69				83.54

				B.		Fixed Cost

				1		Salaries & Wages		156.67				7.83				6.28

				2		Depreciation		206.65				10.33				14.44

				3		Admin & Selling Expenses		97.19				4.86				5.04

				4		Financial Expenses		378.69				18.93				7.01

				5		Misc. Expenses		93.05				4.65				2.04

						Sub-Total:		932.25				46.61				34.80

				A+B		Total Cost of Production		2,845.95				142.30				118.34		23.96		2,366.77

																		27.96

						Market Price												32.15

						Cost of Production		2,845.95				142.30				118.34								253		211

						Excise Duty		750.00				37.50				37.50				37.50

						Sales Tax @ 15%		628.05				34.00				30.06				34.00

						Average Freight & Un-loading		600.00				30.00				26.00								30.00		26.00

						Dealers Commission		140.00				7.00				7.00

						Retailer Margin						10.00				10.00

						Manufacturers Profit @ 12% on Equity		591.04				29.55				26.19		IT		10.34

						Income tax						10.34				11.35		WPPF		2.42

						Market Price		5,555.04				300.70				266.44		WWF		0.59				283.00		237.00

						WPPF						2.10				1.98

						WWF						0.59				0.65

												283.00				237.00				84.86		0.2822193297

												(17.70)				(29.44)

												2005-06				2004-05

						Total						[$PKR] 308				[$PKR] 266

						Production Cost						[$PKR] 147				[$PKR] 116				[$PKR] 30.87

						Taxes (Direct and Indirect)						[$PKR] 85				[$PKR] 82				[$PKR] 3.00

						Freight						[$PKR] 30				[$PKR] 26				[$PKR] 4.00

						Retailer & Distributor Commission						[$PKR] 17				[$PKR] 17				[$PKR] 0.00

						Manufacturer Profit (net of tax) @ 12 %						[$PKR] 30				[$PKR] 26				[$PKR] 3.36
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				Capacity (2000)		16.38

				 Dispatch		Annual Sales Quantity		Export		Total Capacity in 2000		Shortfall in capacity		Commulative		GoP Subsidy on Imports

				2000-01		9.93		- 0		16.38		- 0		- 0

				2001-02		9.83		0.11		16.38		- 0		- 0

				2002-03		10.98		0.43		16.38		- 0		- 0

				2003-04		12.54		1.12		16.38		- 0		- 0

				2004-05		14.79		1.57		16.38		- 0		- 0

				2005-06		16.91		18.41		16.38		0.5		0.5		0.6

				2006-07		21.13		23.39		16.38		4.8		5.3		5.7

				2007-08		23.46		26.06		16.38		7.1		12.4		8.5

				2008-09		25.34		28.56		16.38		9.0		21.3		10.7

				2009-10		26.86		30.00		16.38		10.5		31.8		12.6

				2010-11		28.47		31.77		16.38		12.1		43.9		14.5

				2011-12		30.17		33.64		16.38		13.8		57.7		16.6

						1000000
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2000 Capacity (16.38 Million MT)

Annual Sales Quantity

GoP Subsidy on Imports

Million MT

PKR in Billion



		

																								2006A		FY08E								2002-03		2003-04		2004-05		2005-06		2006-07		2007-08		2008-09

														- 0		0.24		AC Rohri						0.24		0.24				- 0				- 0		- 0		- 0		- 0		- 0		- 0

														- 0		0.47		Al-Abbas						0.47		1.32				0.85				- 0		- 0		- 0		- 0		500		- 0

														0.76		0.00		Attock Cement						0.76		1.80				1.04				- 0		- 0		- 0		- 0		3,500		- 0

														- 0		0.54		Dadabhoy Cement						0.54		0.54				- 0				- 0		- 0		- 0		- 0		- 0		- 0

														- 0		0.79		Dewan Cement						0.79		1.17				0.38				- 0		- 0		- 0		- 0		150		- 0

														- 0		0.63		Javedan Cement						0.63		0.63				- 0				- 0		- 0		- 0		- 0		- 0		- 0

														- 0		0.10		Lucky - Karachi						0.10		2.40				2.30				- 0		- 0		- 0		3,800		3,800		- 0

														- 0		0.16		Pak Slag						0.16		0.16				- 0				- 0		- 0		- 0		- 0		- 0		- 0

														- 0		0.32		Thatta Cement						0.32		0.32				- 0				- 0		- 0		- 0		- 0		- 0		- 0

														- 0		0.36		Zeal Pak Cement						0.36		0.36				- 0				- 0		- 0		- 0		- 0		- 0		- 0

																								4.37		8.94

										1000000

														1.26		(0.26)		Askari Nizam						1.00		1.10				0.10						2,000.00		- 0		- 0		- 0		- 0

														0.95		0.32		Askari Wah						1.26		1.58				0.32				- 0		- 0		- 0		150		- 0		- 0

														1.04		0.19		Bestway						1.23		3.12				1.89				- 0		- 0		120		7,000		- 0		- 0		7,000

														0.79		0.00		Cherat						0.79		1.04				0.25				- 0		- 0		- 0		300		- 0		- 0

														0.50		(0.00)		Dandot						0.50		0.50				- 0				- 0		- 0		- 0		- 0		- 0		- 0

														1.73		0.33		DG						2.06		4.20				2.14				- 0		- 0		200		- 0		14,000		- 0

														0.57		0.53		Dewan Hattar						1.10		1.10				- 0				- 0		- 0		2,000		- 0		- 0		- 0

														0.95		0.20		Fauji						1.15		1.15				- 0				- 0		- 0		150		- 0		- 0		- 0		14,000

														0.63		0.06		Fecto						0.69		0.88				0.19				- 0		- 0		- 0		150		- 0		- 0

														- 0		0.67		Flying Cement						0.67		1.40				0.73				- 0		- 0		3,000		- 0		- 0		- 0

														0.57		0.00		Gharibwal						0.57		2.68				2.11				- 0		- 0		- 0		- 0		- 0		5,000

														0.57		0.00		Kohat						0.57		2.68				2.11				- 0		- 0		- 0		- 0		5,000		- 0

														1.32		1.07		Lucky						2.39		4.20				1.81				- 0		- 0		- 0		2,500		2,500		- 0

														1.53		0.04		Maple						1.57		3.67				2.10				- 0		- 0		- 0		- 0		12,000		- 0

														- 0		0.19		Mustehkam						0.19		0.19				- 0				- 0		- 0		- 0		- 0		- 0		- 0

														- 0		- 0		Pakistan						- 0		2.00				2.00				- 0		- 0		- 0		12,000		- 0		- 0		12,000

														0.63		0.24		Pioneer						0.87		2.03				1.16				- 0		- 0		150		4,500		- 0		- 0

																								16.61		33.52								- 0		2.0		5.6		30.4		41.5		5.0		33.0

																																				2		8		38		79		84		117
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PKR in Billion

Commulative Investment in Expansions



		

								Year		Ex Factory price		Nominal Price per Bag		Inflation Rate				Adjusted Price		Real Price per Bag		Average Real price

								1997-98		3,610.44		181		6.6%		86.99		6,287.10		314		282

								1998-99		3,714.67		186		6.3%		92.51		6,082.65		304		282

								1999-00		4,063.06		203		1.8%		94.15		6,537.16		327		282

								2000-01		3,943.67		197		6.2%		100.00		5,973.87		299		282

								2001-02		4,158.80		208		2.1%		102.08		6,171.39		309		282

								2002-03		3,708.61		185		5.6%		107.77		5,212.77		261		282

								2003-04		3,935.70		197		7.9%		116.29		5,126.66		256		282

								2004-05		4,214.50		211		6.8%		124.14		5,142.68		257		282

								2005-06		5,060.70		253		10.1%		136.68		5,608.68		280		282

								2006-07		4,270.00		214		10.8%		151.48		4,270.00		214		282





		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0



Nominal Price per Bag

Real Price per Bag

Average Real price

PKR/bag

Ex-Factory Price Nominal vs Real)



																																														2002		2003		2004		2005				2002		2003		2004		2005

				VARIABLE AND FIXED COST

				BASED ON AUDITED ACCOUNTS FOR THE YEAR ENDED JUNE 30, 2004

						Askari (W)		Bestway		Cherat		Dandot		D.G.Khan		Fauji		Fecto		Gharibwal		Kohat		Lucky		Maple Leaf		Pioneer		Attock		Dadabhoy		Essa		Javedan		Pakland		Pak Slag		Zeal Pak				Total		Total		Total		Total

				Rated Capacity Clinker (Tonnes)		900,000		990,000		750,000		480,000		1,650,000		900,000		600,000		540,000		540,000		1,200,000		1,500,000		600,000		720,000		450,000		450,000		600,000		750,000		- 0		342,857				14,508,000		13,962,857		13,962,857		14,502,857

				Rated Capacity Cement (Tonnes)		945,000		1,039,500		787,500		504,000		1,732,500		945,000		630,000		567,000		567,000		1,260,000		1,575,000		630,000		756,000		472,500		472,500		630,000		787,500		157,500		360,000				15,390,900		14,818,500		14,818,500		15,385,000

				Average Weight		6.38		7.01		5.31		3.40		11.69		6.38		4.25		3.83		3.83		8.50		10.63		4.25		5.10		3.19		3.19		4.25		5.31		1.06		2.43				100.00		100.00		100.00		100.00

				Clinker Production (Tonnes)		727,628		965,740		774,000		274,683		1,478,071		799,617		464,766		409,415		498,110		1,126,045		1,087,407		458,545		658,924		260,015		239,391		353,606		495,330		- 0		- 0				8,424,326		9,955,077		11,071,293		13,072,816

				Cement Production (Tonnes)		776,562		1,025,886		801,563		295,414		1,482,362		826,203		509,793		427,265		530,641		1,130,250		1,154,946		483,742		607,130		350,262		260,220		447,787		511,545		49,143		- 0				8,806,107		10,488,780		11,670,714		13,934,269

				Cement Despatches (Tonnes)		777,963		1,039,138		789,437		296,467		1,487,976		832,479		511,093		426,136		534,743		1,120,107		1,163,478		481,905		603,888		351,252		261,303		450,509		509,645		50,300		261,078				9,362,578		10,538,019		11,948,897		13,952,194

				%Age (Capacity Utilization)		82.32		99.97		100.25		58.82		85.89		88.09		81.13		75.16		94.31		88.90		73.87		76.49		79.88		74.34		55.30		71.51		64.72		31.94		72.52				60.83		71.11		80.64		90.69

				Gross Sales Revenue (Rs. 000)		3,156,841		3,801,245		2,900,820		1,212,047		5,697,584		3,247,262		2,056,253		1,742,769		1,979,607		4,269,970		4,967,465		1,958,321		2,665,421		1,345,519		903,078		1,813,589		2,032,943		198,909		1,077,605				38,564,520		39,081,453		47,027,249		58,801,492

				Excise Duty & Sales Tax (Rs. 000)		937,440		1,006,749		815,865		395,027		1,756,621		951,031		633,257		561,185		579,383		1,322,995		1,528,627		613,942		779,276		450,450		329,343		568,137		644,210		67,047		346,447				9,057,433		15,485,229		14,287,032		16,488,695

				Rebate/Discount to stockists (Rs. 000)		75,972		128,531		- 0		4,808		58,207		- 0		41,797		16,695		2,353		39,168		63,039		21,651		4,227		34,693		- 0		134,145		6,680		1,912		30,449				5,844,969		419,062		664,327		585,071

				Net Sales (Rs. 000)		2,143,429		2,665,966		2,084,955		812,211		3,882,756		2,296,231		1,381,199		1,164,889		1,397,871		2,907,807		3,375,799		1,322,728		1,881,918		860,376		573,735		1,111,308		1,382,053		129,950		700,709				29,507,087		23,177,161		32,075,890		41,727,726		2.9907644759

				VARIABLE COST

				Raw and Packing Material (Rs. 000)		267,056		258,606		256,970		131,000		330,535		270,651		179,473		189,596		115,577		282,380		338,829		158,082		207,027		168,291		87,095		173,361		205,716		89,070		90,378				2,985,352		3,348,477		3,799,693		4,055,527				15.9430009608		15.887602693		15.8997646595		14.5336538827

				Fuel & Power (Rs. 000)		811,413		964,927		718,048		365,012		1,341,627		874,632		617,142		663,177		540,180		1,025,778		1,142,479		444,204		727,167		314,152		327,172		560,153		772,601		14,190		402,279				10,480,782		10,894,578		12,626,333		17,366,784				55.9716686633		51.6917776145		52.8347196705		62.2367485537

				Stores & Spares Inc. Repair & Maint (Rs. 000)		67,179		44,953		91,692		55,441		348,607		55,177		81,216		82,139		46,172		148,242		153,567		49,419		39,017		23,262		10,484		43,622		115,901		2,338		79,055				1,189,917		1,153,503		1,537,483		1,889,249				6.3546454353		5.4730564906		6.4335762352		6.7704373484

				Total Variable Cost (Rs. 000)		1,145,648		1,268,486		1,066,710		551,454		2,020,769		1,200,460		877,831		934,912		701,929		1,456,400		1,634,875		651,705		973,211		505,705		424,751		777,135		1,094,218		105,598		571,712				14,656,051		15,396,559		17,963,509		23,311,560				78.2693150594		73.0524367982		75.1680605652		83.5408397848

				FIXED COST

				Salaries And Wages (Rs. 000)		45,584		72,551		121,858		110,267		161,919		91,289		89,983		66,040		81,000		116,089		144,676		82,129		151,930		43,812		21,022		111,843		35,384		6,398		37,819				1,322,162		1,395,596		1,591,593		1,751,107				7.0608876957		6.6217176455		6.6600006123		6.275382241

				Other Manufacturing Expenses (Rs. 000)		16,052		17,279		87,299		26,092		107,347		29,165		37,512		25,543		39,347		70,975		98,784		23,830		53,060		28,495		4,599		38,412		22,760		2,382		6,640				601,569		663,718		735,574		786,033				3.2126271471		3.1491602572		3.0780015066		2.8168785748

				Depreciation (Rs. 000)		382,543		196,174		139,371		114,765		338,873		245,806		74,246		54,119		69,271		215,302		334,325		184,354		115,638		67,418		63,245		20,448		215,895		21,106		104,091				2,647,953		2,851,330		2,956,990		3,242,069				14.1411534836		13.5287779909		12.3734865528		11.61849097

				Administration And Selling (Rs. 000)		22,232		74,088		89,751		30,687		92,410		57,734		85,236		40,678		43,874		62,496		55,453		81,234		143,903		90,189		10,836		17,015		313,336		4,703		23,858				945,074		996,249		1,339,714		1,406,152				5.0470821872		4.726926063		5.6060136812		5.0391792502

				Financial Charges (Rs. 000)		129,103		139,127		19,075		59,564		189,250		204,223		42,095		43,939		24,375		10,842		310,839		117,421		8,983		137,276		20,508		398		17,625		5,389		47,604				3,357,483		2,463,004		1,527,635		1,954,918				17.9303365804		11.6862779136		6.3923678766		7.0057714005

				Others (Rs. 000)		19,680		44,243		40,794		21,745		61,735		762,152		7,938		12,301		35,722		52,161		39,553		- 0		33,528		2,180		1,350		6,405		- 0		- 0		150,957				118,285		304,076		1,292,444		595,829				0.6316923234		1.4427586458		5.4082130122		2.1352508681

				Stocks Effects (Rs. 000)		16,603		43,298		(40,857)		20,765		(116,851)		(8,563)		34,789		(8,597)		11,523		(47,559)		16,920		(955)		(22,505)		(22,088)		1,899		21,908		458		2,641		14,894				(78,976)		236,287		(82,278)		(26,061)				-0.4217646838		1.121116114		-0.3442911059		-0.0933927166

				Total Fixed Cost (Rs. 000)		631,798		586,760		457,291		383,886		834,683		1,381,807		371,799		234,023		305,112		480,306		1,000,550		488,013		484,537		347,282		123,459		216,428		605,458		42,618		385,863				8,913,552		8,910,260		9,361,672		9,710,046				47.6020147335		42.2767346299		39.1737921358		34.797560588

				Total Variable and Fixed Cost (Rs. 000)		1,777,445		1,855,246		1,524,001		935,339		2,855,452		2,582,267		1,249,630		1,168,935		1,007,041		1,936,706		2,635,425		1,139,718		1,457,748		852,987		548,210		993,563		1,699,676		148,216		957,575				23,569,603		24,306,819		27,325,181		33,021,606				125.8713297929		115.3291714282		114.341852701		118.3384003727

				Cost Per Ton																																										Average		Average		Average		Average

				Sales Revenue Per Ton (Rs.)		4,057.83		3,658.08		3,674.54		4,088.30		3,829.08		3,900.71		4,023.25		4,089.70		3,701.98		3,812.11		4,269.50		4,063.71		4,413.77		3,830.64		3,456.06		4,025.65		3,988.94		3,954.42		4,127.52				4,119.01		3,708.61		3,935.70		4,214.50

				Less:

				Excise Duty & Sales Tax (Rs.)		1,204.99		968.83		1,033.48		1,332.45		1,180.54		1,142.41		1,239.02		1,316.92		1,083.48		1,181.13		1,313.84		1,273.99		1,290.43		1,282.41		1,260.39		1,261.10		1,264.04		1,332.93		1,326.99				967.41		1,469.46		1,195.68		1,181.80

				Rebate/Discount to stockists (Rs.)		97.65		123.69		- 0		16.22		39.12		- 0		81.78		39.18		4.40		34.97		54.18		44.93		7.00		98.77		- 0		297.76		13.11		38.01		116.63				624.29		39.77		55.60		41.93

						1,302.65		1,092.52		1,033.48		1,348.67		1,219.66		1,142.41		1,320.80		1,356.09		1,087.88		1,216.10		1,368.02		1,318.92		1,297.43		1,381.18		1,260.39		1,558.86		1,277.14		1,370.95		1,443.61				1,631.49		1,509.23		1,251.28		1,223.73

				Net Retention Price		2,755.18		2,565.55		2,641.07		2,739.63		2,609.42		2,758.31		2,702.44		2,733.61		2,614.10		2,596.01		2,901.47		2,744.79		3,116.34		2,449.46		2,195.67		2,466.78		2,711.80		2,583.48		2,683.91				2,527.31		2,199.39		2,684.42		2,990.76

				Cost of Production (Rs.)

				Variable Cost		1,472.62		1,220.71		1,351.23		1,860.08		1,358.07		1,442.03		1,717.56		2,193.93		1,312.65		1,300.23		1,405.16		1,352.35		1,611.58		1,439.72		1,625.51		1,725.02		2,147.02		2,099.35		2,189.81				1,565.39		1,461.05		1,503.36		1,670.82

				Fixed Cost		812.12		564.66		579.26		1,294.87		560.95		1,659.87		727.46		549.17		570.58		428.80		859.96		1,012.67		802.36		988.70		472.47		480.41		1,188.00		847.27		1,477.96				952.04		845.53		783.48		695.95

				Total Cost of Production		2,284.74		1,785.37		1,930.49		3,154.95		1,919.02		3,101.90		2,445.01		2,743.10		1,883.23		1,729.04		2,265.13		2,365.03		2,413.94		2,428.42		2,097.99		2,205.42		3,335.02		2,946.62		3,667.77				2,517.43		2,306.58		2,286.84		2,366.77

				Profit/(Loss) Per Ton (W/out Other Income)		470.44		780.18		710.57		(415.32)		690.40		(343.59)		257.43		(9.49)		730.87		866.97		636.35		379.76		702.40		21.04		97.68		261.36		(623.22)		(363.14)		(983.87)				9.88		(107.20)		397.59		624.00

				Profit/(Loss)  (W/out Other Income) Rs.		365,983,792		810,719,325		560,954,000		(123,127,943)		1,027,304,000		(286,035,174)		131,569,000		(4,046,000)		390,829,617		971,101,000		740,374,000		183,010,000		424,170,000		7,389,000		25,524,908		117,744,235		(317,623,000)		(18,266,023)		(256,866,000)				92,514,931		(1,129,657,452)		4,750,708,737		8,706,119,783

				Other Income (Rs.)		7,938,575		118,953,780		12,714,000		- 0		128,462,000		42,744,472		5,389,000		52,545,000		4,444,478		- 0		11,133,000		55,208,000		32,567,000		2,894,000		123,463		3,953,333		29,783,000		3,472,468		12,916,000				350,779,156		554,775,665		525,241,569		1,427,287,894										5.1149227641

				Other Income Per Ton (Rs.)		10.20		114.47		16.11		- 0		86.33		51.35		10.54		123.31		8.31		- 0		9.57		114.56		53.93		8.24		0.47		8.78		58.44		69.03		49.47				37.47		52.65		43.96		102.30

				Profit/(Loss) before taxation. (Rs.)		373,922,367		929,673,105		573,668,000		(123,127,943)		1,155,766,000		(243,290,702)		136,958,000		48,499,000		395,274,095		971,101,000		751,507,000		238,218,000		456,737,000		10,283,000		25,648,371		121,697,568		(287,840,000)		(14,793,555)		(243,950,000)				443,294,087		(574,881,787)		5,275,950,306		10,133,407,677

				Profit/(Loss) before taxation Rs./ Ton		480.64		894.66		726.68		(415.32)		776.74		(292.25)		267.97		113.81		739.19		866.97		645.91		494.33		756.33		29.28		98.16		270.13		(564.79)		(294.10)		(934.40)				47.35		(54.55)		441.54		726.29

				Prior Year Adjs/Transfer from G.R. (Rs.)		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		100,000,000		- 0		- 0		- 0		1,968,000				62,424,701		17,430,431		101,968,000		(25,878,000)

				Taxation (Rs.)		422,170,213		(251,193,116)		(147,972,000)		10,300,067		(325,922,000)		557,438,539		(44,429,000)		2,429,000		(102,616,840)		(285,339,000)		(264,035,000)		186,047,000		(176,511,000)		8,043,000		123,792,910		(37,000,000)		111,206,000		5,362,009		684,000				(301,241,422)		613,876,041		(207,545,218)		(2,488,005,003)

				Profit/(Loss) after taxation.  (Rs.)		796,092,580		678,479,989		425,696,000		(112,827,876)		829,844,000		314,147,837		92,529,000		50,928,000		292,657,255		685,762,000		487,472,000		424,265,000		280,226,000		18,326,000		1,855,461		84,697,568		(176,634,000)		(9,431,546)		(241,298,000)				204,477,366		50,606,725		4,922,787,268		7,609,161,892

				Profit/(Loss) Per Bag (After Taxation) (Rs.)		51.17		32.65		26.96		(19.03)		27.88		18.87		9.05		5.98		27.36		30.61		20.95		44.02		23.20		2.61		0.36		9.40		(17.33)		(9.38)		(46.21)				1.09		0.24		20.60		27.27
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