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PREFACE

In response to the request of the Government of the Islamic
Repubiic of Pakistan, the Government of Japan decided to take up
a survey/study on shipping and ship-buiiding development project
of that country and the Japan Internatlonal Cooperatlon Agency
(JICA) conducted the survey/study.

In accordance with the agreed Scope of Work, JICA despatched
to Pakistan a survey/study team in 1978. With the cooperation of
Pakistani counterpart, the team conducted a field survey in
Pakistan and made further studies and analyses of the survey
results at our home office in Tokyo. After discussion on the
preliminary report with the authorities concerned in Pakistan,

a report on "the Comprehensive Study for Shipping and Ship-
building Development in the Islamic Republic of Pakistan" has
been formuiated and it is now ready for submissnon.

| hope that the report will be found to be useful for the
development of shipping and shipbuilding as well as for the
socio~economic devalopment of Pakistan and. that will contribute
to the promotion of friendly relations between our two countries,

. | wish to express my heartfelt appreciation to the Govern-
ment and officials concerned of Pakistan for their positive
cooperation extended to our survey/study team.

October, 1979

e ~
ion .
Shinsaku Hogen

President _
JAPAN INTERNATIONAL COOPERATION AGENCY

j JEN LiBrARY
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- INTRODUCTION,

Preamble

This report presents‘thenconclusion of the .
"Comprehensive Study of Shipping. and Shipbuilding
_'Developmentwinlthe_Islamic Republic: of Pakistan”
(hereinafter referred to.as Pakistan) which have been
planned out in compliance with Scope of Work compiled

in accordance with the verbal note exchanged between
the Pakistan and the Japanese governments.

' The report contains two (2) development plans up to
1983, one for shipping concentrated in:the Pakistan
national commercial fleet replacement plan'and the
other for shipbuilding focussed on the improvement
plan for Karachi Shipyard & Engineering Works
(KSEW) The analysis and planning works have been
onducted on the premise to observe the order of the
International Shipping Conferences and aimed at formu-
lation of the sound and practical development plans
for the Pakistan.shipping and shipbuilding within the
framework of this order in the scope dated up to 1983,
and therefore, the works in the-wider.SCOpe over 1983
- were confined to:the minimumﬁnecessity.

For this purpose the Japanese speclalist teams visit-
ed Pakistan twice and conducted the fact- finding
‘research and analysis in cooperation with the Pakistan
specialist groups, and practisedrinumerable trial and
verifying calcnlations-for.the grasp of the present
situation and forecasting by application 'of every
available analytical technology'as pbssible'inolnding
computer simulations. During'these work: useful
51nformations and advices were offered by the experts
 and others who' were closely ‘connected with the shipping



“and shipbuilding industries in the two countries and '’
from other countries. '

The compilation of this report was mainly done in
Japan;.while the content is the:crystal of the enor-
mous joint elaboration of the Pakistan and the Japanese
: specialists, - It is ‘also noted that this report was

- completed with the cooperations and advices from those
-'indirectly-concerned-in:the;tWO nations and of other

- wcountries.

N All the data used and analytical work practised for-
the formulation of the development plans are compiled
-in the: volume, '"Data & Analysis".

Basic.Approach‘to,the Planning

' The basic researCh“concept and methodology applied for
' the planning of Paklstan shipping and shlpbullding
developments are descrlbed as follows o

(1) ' Forecasting of the macroscopiC'economic'and
~industrial development in Pakistan to project the
most'probable economic growth and related trade
volume and its growth rate up to 1983 as the
foundation of this planning, by analysis of the
- economic structure and it oevelopment trend
tin comparison with the Fifth Five Year Plan

-Industrial development forecast:to present a

~‘guideline for the: development planning of sh1p—
building ‘ ' :

. Analysis of the 1nternational balance of payment
,ﬂ'and the_ioreign\assistance.and cooperation as the
;y,-;input_data for financial anddeconomic evaluation
of theiplan; o



C2)

”ProjectiOnronthé.cargonmovementrfor the next 5

years.by microScopic:analysis.ofithe'cargo move-

. ment:by;export/import;:oargothpeEand area/route,
in comparison -with: the macroscopic forecast of

. trade -volume done ‘in (1) above. .

(3

(4)

(3)

. Projection of ‘the Pakistani .cargo lifting share
‘for the next |5 ‘years as the -quantitative needs
- for shipping. development plan by same analytical

method:

Draftlng the outllne of the ideal national com-
mer01a1 fleet formation to meet the quantitatlve
needs of cargo lifting volumes by analysing the
present national fleet by vessel type, by age

~and by record of operations, in comparison with
- the Fifth Five Yeaerlan.

Formulatlon of the sound and pract1ca1 develop-
ment plan up to 1983 for the Paklstani national

- commercial fleet taking 1nto.consideration of

the gap between the ideal fleet formation and

the present fleet standing, in line with the

important pollcies for shlpping set forth in

" the Fifth Five Year Plan and priority of develop-

ment, including ‘the sultable type of_vessel for
replacement. '

Formulation of the shipbuilding development plan
by analysing the present status and potentiality
of KSEW by its facility and equipments, con-
struction_capacity, organization/personnel,
technological capability and_management effi-
ciency, and in consideration of the sister-ship
building in connection with the shipping develop-
ment plan. ' | -



(6)

The production-promotion-of;KSEWQ(Karachi Ship-
yard and Engineering Works) shall .be studied

‘about the capabilities coping with the ship-
building demands brought about by the Shipping

Development Plan, to the fullest extent.

='Dc-zv.relopment of shipbuilding industry could be
- thought as the facilitation:motive of the
“industrialization and modernization of Pakistan.

The increase of the trade amount attributable
to the above effectuates the steady development
of shlpplng bu51ness whlch would bring back the

'enlarged needs for shipbulldings

The possibility of the formation of these growth

ecircle and the contribution to society such as
increase of employment, saving of foreign cur-
rency, steady dlstributlon of materials shall
be searched from the mlcroscoplc view p01nts

. ‘The possibility of the increase of the production

and the direct gains of KSEW itself shall be

‘examined from. the microscopic view point.

Determinatlon of fea31b111ty of the two develop—

ment plans by financial and economic evaluations,



I1

 SHIPPING DEVELOPMENT PLAN .. .

Econo;Industrial'Dévelopment

. The fundamental of the planning of shipping and ship-

building development should attribute .its foundation

- -to the structure and the development trend of the
. econo-industry of the country. With.this concept,

the basic approach was made to identify the . charac-
teristics of the Pakistani econo-industrial structure
and itsrdevelopment trend by in-depth cross-examination
of the data and informations, and based upon such
analysis the macroscopic: forecast of the econo-
industrial development was executed. '

This forecast aimed at projection of the most
reliable and attainable economic growth-of Pakistan
together with the major economic indicators, in which
the projected trade volume shall be the basis to the

microscopic analysis of the sea-borne trade cargo

volume as the quantitative needs to the planning on
shipping. The industrial development projection shall
be the indicator fof,the planning on shipbuilding,
while the projected trends of irnternational balance of

‘payment and the foreign assistance shall be the basis

for the financial and economic analysis of this
development plannings.

“dharacteristics of Econo-Industrial Structure

‘Pakistan is not favoured with the natural resources,
‘such as ' mineral and energy which are indespensable

for the development of her industry and is based

her economy mainly on agriculture which is heavily
dependent'upon the natural conditions and COnSequent—
ly, she is Still infthe pﬁase of mono-culturai eco-



nomic structure indicating very unstable development
trend in the last 6 years, with an average GDP growth
rate of 4.1% fluctuating about 1.4% to 3.7%, with
exception of 6.8% recorded in a year before oil crisis.
==Look‘i:ng'at:-the'sec't0ra-1 GDPs for the same period, the

. share of agriculture showed the decrease from 35.5%

to 32.2% which was offset somewhat by the increase

of the share of tertiary industry from 43.8% to 47.1%
and there was no increase of the share of the manu-
facturing industry. = The growth rate flactuated in
“agriculture between minus 2.1% and 4.5%, in manu-
facturing industry between minus 1.0% and 9.7% and
only the tertiary industry recorded the steady share
increase. ' - o '

The rate of population growth is very high, 3% per
annum, which indicates the fact that there are abun-

" ‘dant labour force, but short of employment opportunities
in this country with the very low per capita income
ranging from US$54 to 60 during the past 6 years,

~Pakistan is dependent her industrial material, fuels
and many other products upon import, which induces
the continuous deficit on the‘trade balance (accumu-
lated trade deficit for the past 6 years: USS$5,400
million)

Economic Development Compound Value at

Trend for . Growth Constant Factor
‘Past 6 Years - ‘Rate - in 1977/78

GNP . . . ..5.1% . US%$4,510 Million

S GDP .. 4.1% US$4,270 Million
Population Growth - .3,0%. . .75.62 Million



1-2.

"Forecast of Economic Development. -

The projected major“economic indicators set forth in

the Fifth Flve Year Plan are noted as follows, in
comparlson with those of the past 6 years.

Fifth Five ,
Year Plan " Past 6 years
(Growth Rate) - (Growth Rate)
Agriculture = - 6.0% 2.6%
Manufacturing ' 7 10.0 ' ' 1.9
Construction 8.4 10.8
Trade & Transport 7.9 4.4
Others 4.7 R
7.0 4.1

GDP

Forecasting Method and Assumption

Based upon the various economic indicators and other
data for the past 8 years.and taking'account of the
economic structure and its infrastructure, forecast-
ing of the microscopic economic development was
practlsed by applicatlon of the System Dynamics

- Method, whlch is one of the forecastlng methods

adopted in the World Model by Rome Club and in the
Urban Dynamics Models by the U.S. Department of
Interior,

It is generally admitted that the result of the over-
allzdomestic economic activities in aicountry is repre-
sented by the scale or growth ratio of GDP, and this
result is dependent upon its decisive factor, the

scale or the grthh rate of investment'or consumption.

In thls case, growth rates of the gross fixed capital
=‘formation (1nvestment growth rates) are. applied as the
__1nput factors to the computer 51mu1ations of the
_'Paklstanl economic forecastlng model based on System

Dynamlcs method and three sets of simulations were

—_ 7 -



';practised from 1978 to 11983~ and further up-to-20086.

In simulation—l 6% growth rate was applied which

F7corresponds to the record of past 6 years, in

Simulatlon 3 10% growth rate’ was taken which is

_shown on the Fifth Five Year Plan and’’ 1n Slmulation-z
-8% rate was put in.

.‘_Results and ConClusion

The results or,the-macroscopic Pakistani economic
development forecast with abovementioned three differ-

. ent input factors are summarized as follows.

Unit (ﬁééf Annual Growth Rate %)

Eco, Indicators.'; Sim-1 - 8im-2’ Sim-3
 GDP " . 3.4 4.6 5.9
~Agriculture. - 0.4 - 1.2 2.5

Manufacturing 3.6 5.8 8.1

' Service | 5.4 6.3 7.2
:Consumption _ 3.7 5.1 6.4

. population o 3.0 3.0 3.0

By analys1ng the results of the above economic fore- .
cast simulations which was based on the present eco-
nomlc structure and 1ts substructure the follow1ng

conc1u81ons are drawn out.

In Simulatlon 1 ‘with 1nput factor of 6% investment’

‘growth rate 1t 1s indicated that no substantlal
l development in the agricultural and 1ndustr1al sectors
Tis excepted and consequently,_reformatlon of economlc
_ structure can not be realized‘ '

In Simulation 3, w1th 1nput factor of 10% investment

o growth rate although 10% of 1nvestment growth rate

t'was applied GDP growth rate shows only 5.9% due to
 the reason that con31derab1e portion of the invest—
“rment is to be absorbed for the development of social



'and;industriaibinfrastruCture‘Whichhdofnotgdirectly

relate to the actual production. This forecast'also
indicates that 7. 0% of ‘GDP growth rate is to be’

__:cons1dered to be a bit optimistic

‘Furthermore, in order to maintain the projected 10%

investment growth rate treasury account should
greatly depend upon ‘the funds to the international
cooperation and assistance.. - Therefore, Simulation—
would be considered to be too optimistic

Judging from the present economic structure and
investment capability,.the economic forecast in
Simulation-2 represented by 4,6% GDP growth rate is

most realistic. j

Correlation with Trade Volume

::_Method _ : _ _
. Quantitative analysis and forecast of the macroscopic
_ trade expansion which shall be the bas1s for the

microscopic study to project the ocean cargo movements,
were practiced in the same way as in the case of the
macroscopic,economic development.applying the System
Dynamics Method with the trade records for the past

8 years as the input data to the Simulation~2

The forecasting of trade volume in metric tons was
conducted for the period of the Fifth Five Year Plan

':(1977/78 1982/83) and up to the year 2006.

" Result ¢ P
‘The result of the forecasting of the’ trade volume'-

are summarized as follows,



S Igem i e Growth Rate -

':féﬁﬁ'“""o';“7' J:” y 6% f
'“Trade Volume R 6 5%". _
By gross ‘volume = " 12.2 nillion metric
| . ! tons in 1977/78
““f.; B&'cergo”tyne - o " 16.8 million tons in
oY SREEROWER - . los2/83
‘General Cargo - 4.,4% - :
Dry & Liquid Bulk = 7.1%
"By area ' - b K
Middle East 8.6%
Asia - 6.6
West Europe 6.8
‘East Europe 5.3
North America 5.2
Africa 6.3
Others 7.1

Correlative coeffiolents between the growth rate
.trade volume and the real growth rate of GDP in
':the perlod of the Fifth Five Year Plan are shown
follows '

'-Correlation'f . S Coefflcient
Trade Volume/GDP | 7 1.39
' Volume ‘of General Cargo/GDP ' 0.955

' i'Although the target of trade volume in the Tlfth

Five. Year Plan was set at 19 mllllon metr1c tons
1982/83 the trade volume in the same year based
the 4 6% GDP growth rate was forecasted as. 16.8

of

as

in

upon

million metric tons with the annual growth rate of

6.5%.

—10 —



Analysis of Sea-Borne Cargo Movement

' Total Cargo-Movementsiby‘ExportTand Importz

The line dlagram of cargo. movements by export and
import at the Port of Karachi characteristically

... shows that the total cargo movements have been
f_steered malnly by 1mport for these thirty years

The volume of cargo repeatedly fluctuated with the
interval of four or five years and after the normal-
izing period of ten years since the National In-
dependence, the annual growth rate of cargo move-
ment in average for the past: twenty years came to
about 5%. - Taking into account the prospect of

‘macro-economic development; the. annual growth rate
- for five years to come is assumed to be around 6.3%
" in average. ' '

The projected cargo movements are as follows.

e Unlt (1, 000 K/T)
- 1977/78 1982/83 Growth rate

Export . . - 2,840 . 4,784 . - 11.0%
Import - 8,918 . - 11,166 . - - . 4.6%
Total 11,758 ~ 15,850  6.3%

' Cargoes‘by‘Type

".Cargoes of ‘import and: export are divided into such

four categories by type, as general cargo,: dry bulk,
liquid bulk and the cargo (iron ore and coking coal)
for Karachi Steel Mill, which is now under construction
in full force by Pakistan Government. Analizing the
trend of cargo movements in the past, the volumes of
those cargo movements for years to come are estimated.

— 11—



2-2-1.

General Cargo = T R R R AR -
General cargo occupies about 25% of the total cargo
movements :The main commodities are‘steelngoods ;_“,

: for 1mport and cotton for export The annual growth

- Vrate of cargo movements in average for the past five

2-2-2

2-2-3.

to be about 11% per annum

"'br nine’ years ‘Pluctuates between 2 2% and 5.8%,
\;dependlng on the period to be observed. Accordingly
" the estimated growth rate of 4.4% as'indicated in
‘dthe previous sectlon 1= 3 could be hereby adopted
:':as reasonable. R s

~Dry, Bulk I R T TR St T

~Dry ‘bulk- occupies -about. 25% of the-total cargo move-
“'ments.: -Almost all .are- composed of wheat and ferti-
:1lizer for: import and rice for. export.. - Analizing
'wthe,past-record-of,the-aboveﬁmentionednthree com-

modities, the future growth rate could be estimated

Liquid Bulk

' Liquid bulk occuples about 50% of the totel cargo

'P}movements Almost-all are- composed of crude oil

~for import and'petroleum=products for import and
“export.’ Analizing the past record of .the above
_@mentioned two, commodltles,,the futurergrowth rate

could be estimated to be about 5% per annum.
(The average growth rate of dry bulk and llquid
bulk in ‘total amounts to 6.9% per annum ‘which is

.very ‘close (to"the growth ‘rate of 7.1%. predicted in
/the ‘previous section 1-3). SR :
,QAggregating-a11~the:ebove,uthefcarg04movements are

: 1 :i-projected-as -follows.

gt



Unit (1,000 K/T)
o 1977/78 . 1982/83 Growth Rate

General Cargo 2,987 3,706 4.4%
Dry Bulk = 2,571 4,332 11.0%
Ligquid Bulk 6,200 7,913 5.0%
Total - 11,758 15,950 -  6.3%

. Cargo for Karachi Steel Mill
" Karachi.Steel Mill which is now being constructed at

Port Qasim near Karachi as a project of the Govern-
ment, is expected to commence the partial production

" 'in 1980/81 and to go full swing in 1983/84,'éccord-

ing to the Fifth Five Year Plan. ' If the construction

' proceéds‘as planhed'by'the Governmenf. the volume of

cargo movement will be as follows.

Unit (1,000 K/T)

Year ‘Coal Iron Ore Manganese Total
1980781 539 868 21 1,428
1981/82 971 1,570 31 2,572
1982/83 1,151 2,020 41 3,212
1983/84- 1,151 2,030 41 3,222

onward

Cargo Movements by Area

The total cargo movements by area are estimated as
mentioned below, referring to the result of prospect
as studied in the previous section 1-3. '

— 13—



‘Unit (1,000 K/T)'

L Area v ‘Share - 1977/78 1982/83 Growth rate
Middle East  45% 5,201 7,184  6.3%
Asia . 18% 2,116 2,913 6.6%
.WestérnlEurope:filz% 1,411 - 1,961 6.8%
‘Bastern Europe . 9% 1,088 1,370 5.3%
North America . 7% 823 1,060 5.2%
Africa 5% 588 . 798 . . 6.3%
Others - 49 471 664 7.1%

6.3%

Total - . = -100% - 11,758 15,950

'Out of the above total cargo movements by area, the
‘carrlage of general cargoes by 11ners on which the

, flrst prlority 1s placed in the Flfth F1ve Year
Plan is studied below.

lcargo Movements by Main Liner Trade Route

Assuming that the three main liner trade routes
account for about 85% of the total general cargoes,
the cargo movements by trade route are predlcted
as follows.

_ Unit (1,000 K/T)
- 1977/78 1982/83

Eurocpean tfade : 1,143 - - -1;417

~ Asian trade.‘, L 1,016 .- 1,260
North American trade - 380 472,
Other trades L 448 ....556
Total - 2,987 3,705



Trade -Share

‘Actual Llftlng 7 : o ,
_ The actual liftings of Pakistani flag vessels in

1977/78 are 380,000 tons for export (trade share
13.4%), 533,000 tons for import (6.1%), aggregating

913,000 tons (7.9%).
. The statistics by type of cargoes were unavailable

to the trade shares  for Pakistani flag vessels. In
spite of the above . it is hereby assumed that about
£10,000 tons of general cargo (trade share 28%)

‘and about 100,000 tons of dry bulk (4%) were llfted.

. Estimatlon of Trade Share
‘(1) Liners

According to'the'Fifth Five Year Plan, the

‘ target of trade share for the owned vessels is

' set at 42. 6% In order to achieve this target

it is necessary that the annual cargo liftings
by the Paklstan1 Merchant Marlne should be
1noreased by 13.6% per year. Furthermore, in
order to achleve the trade share of 40% which
1s ‘the standard as 1ndlcated in U. N Convention
on a Code of Conduct for Liner Conferences,
the growth rate of 12.2% per annum should be
necessitated. Moreover, even if Pakistani flag
vessels should be able to 1ift all volume of

.the cargo increased (annual growth rate of 4.4%),

their trade share would barely come to 41.9%
after five: years to come. . All of these targets
of trade share are considered rather high,
taking into account of the present canvassing
record and ability of Pakistani Merchant Marine.
Egpecially in ﬁiew of the present canvassing
ability of Pakistani Merchant Marine, it is
considered excessive to set the trade share of



| 40'%',_' which is defined in U.N. Convention on
~a Code of Conduct for Liner Conferences, as'“
‘the. target for five years to come although e
Cithig? target may ‘be recommendable’ as the long---
rrdnge target which ‘should be achieved by
' making unbroken ‘effort of canvassing from now
_ “on. (The enforcement of the cargo reservation-
"ElaW'(Omacargo by ‘Own. vessels) brings rather
' dlsadvantages for the promotion of canvassing
' of the Pakistani Merchant" Marine ‘and is’ not
f-recommendable, because the’ adoption of ‘the law
'”is‘aptitO“deprive'the”shippers df”theirVOption
of shipments and hamper the development of :'
'the shipping trade 'and moreover causes retorts
of the shipping countries who assert the free—
dom of the shipplng trade Y "
Accordingly the reallstlc target may be 35%
. :which will presumably be attainable as a whole,
_ fconsidering the fact that PNSC has the plan
:to increase their share by about 1% w1th their'
[ effort of canvass1ng every year and on top of
g_-that taking 40% of the forthcoming increased

',part of cargo volume (growth rate of 4 4% .
_:per annum)

{2) - .Others = U _ .
,:The,trade.sharesgfor‘trampers; tankers and
' specialized ‘carriers for Karachi Steel Mill
' n.”areustudied?in1thefnextisectionftogetherkwith
2 :'the. development plan of the merchant fleet.

_.-__: .;:._ S o —16 —



gl(g)g;Conc1US10n S TEREERT SR _ 5 L
T;V,g;_The following 1s the progected cargo volumefl
fw;gand the. target of trade share in: 1982/83 as’
: compared with the Fifth Five Year Plan
-(The trade shares for dry bulk crude oil _
~and cargo for Steel Mill are studied in the_=-i“
. ‘next. section.) N 3

- Unit (1,000 K/T)

Typesiof - Five Year Plan ' - Outcome of Research

Cargo. . =~ — - — TSR
... .. Demand . Target % - Demand . Target %

- General ~

Cargo 4,700 2,000 42.6. 3,705 1,207 . .35

 Dry Bulk' 3,200 . 1,000 ‘31.3; 4,332 - 600 14

Liquidﬂ'ﬁzf B T : B — o
Bulk -~ 800 Charter . - . 7,913 . 2,700 . 34

Crude:0il’ ~ -~ . . .0 .(3,600) (2,700) (75)

Steel Mill

Cargo - 3,500 :Charter "-’r“*-3;?12f‘f””*642 20

Total .19,000 = 3,000 15.8 19,162 . 5,239 27

(14,849) (5,239) (35)
3. Merchant Fleet:to Meetlcargosmovement_
3-1. 1HPresent Status'of.National Merchant Fleet. o

'wThe present fleet composition (age distribution in
1978) is as shown in the following table All the'
vessels of the fleet except 3 passenger_cum-cargo
vessels are general cargo vessels engaged mainly S
in liner services and the average of their ages is
very hlgh indicating unfabourable configurations

— 17—



st

fas can ‘be’ seen from the annual’ number ot voyages

The operational effic1ency of the fleetﬁis very low

T

S per”vessel namely, 2 0’ voyages in’ UK/Continent

.3-331,&

'service, 2 5 voyages 1n A51a service and 2 2 voyages

;1n USA/Canada service

HER ‘5" . ‘_!‘.

' Year of : Vessels age - No. of

“built’  as of 1978  Vessels = DV

1974 1968_;_,.;,. . 4-710 -1 - 164,000

1g1967 1964 11'-:14:f;w&f.‘1o- 1285700

”:j11963 1953;" 15 = 25fef?“7?ﬂ2?;ff7';'266§§06

‘Total o _h'gélj_wh_p’ . a4 559,500. .

: _Remarks Passenger vessels and a
' ~_ coastal vessel excluded

S \‘.‘i

Required Tonnage to Cope with Transportation Demand

~The ex1sting tonnages carrying capacity on the ba31s

Lof. existing fleet. scale and. the operational efflciency

are compared w1th the predicted demands for the:

transportation in 1982/83 In order to maintain ‘the

argo), the bottoms for general cargoes would be
short by 232 000- TDW in’ 1982/83
In. addition to ‘the’ above,.the specialized _cargo

3

vessels such as tankers, bulk carriers etc should :
obhe; acquired a8 necessary to compensate: the ;gaps of

the supply and demand P S A R ER Y

Pl L D I
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Basic Strategy ;2;; e
In the Fifth Five Year Plan tﬁe:too“ﬁriority is

present ‘trade Ehare of Pakistani fleet (28% of généeral



'Tlffor regular liner and/or tramp services while bulk

. wcarriers and tankers swould” preferably ‘be: kept -at
‘o present: situation by: charterings ofi foreign’ vessels
:although continuous«and careful watches ‘into the ,
m,vrespective market s1tuation of international freight
hEchartering fee and vessel prices are recommendable
-nHowever, from the view point of dispersion of trade
“ﬂrisks divers1fication of operations into wider'
'~service ranges and securing of the national 'minimum
‘Erequirement are fundamental and the creation of
- the: well-balanced national fleet 'meeting these'
hrequirements, would ‘be'- advantageous ‘and recommendable
{5 The launching: :into: the field:of tankers:and bulk
fgmcarriersgyin;additiOnftofthe?linerrservices; could
~be-advised when»the'efficient;second*hand?vessels
- .of these types:are obtainable. - ° SR

With regard to the procurement of:the new' general
cargo-vessels which is the focus of this development
plan, taking account of the industrialization policy
set forth by the Fifth Five Year.Plan, domestic

uﬁgconstruction of. the said -vessels at. the national
Z.shipyard shall be actualized as much as possible.

General Cargo Vessel 1n Liner Service t

wOut of 44 vessels, which consist of main part of the
.‘national fleet 32 vessels would exceeds 15 years
'in their ages 1n 1982/83 i Out of the remaining 12

‘ ”f vessels, 4 vessels which are difficult for using

'_,replaced by newly bullt ones.

as liner vessels because of heavy deteriorations,

‘;;should be dropped out 1n addition to the above: and
f36 vessels in total from the liner fleet would be

S

ey B .|._ . RS I B LIRS RPN

_r”_lln order to maintain the exlsting 3 .main liner
T, Fservices and to: carry the aimed share (trade share



'*';fPakistani!maritime cargo efficiently by the
leet keeping the pace with ‘the: predicted
.ﬁincrease of cargo volume,:acquiring of 16 newly built

_ 1ylV95591$ (15 000 TDW classi multi purpose general cargo
"L%rﬁvessel —~vesse1's type and particulars to be referred
- »ﬁgy{Ltto 3—3~4 in this Section) would: become necessary on the
“mﬁassumption that ‘the: 8:+. 4 ex1sting vessels'which are
}below 15. years of ages; and of good quality: can con-
__&ﬁktinuously be used The fleet lined up An- this way
';;iwould satisfy the.: demand corresponding to: the target-
-'Qof the trade share of . 40% ‘with:the. efforts .in. collec-
ffgtion of cargoes» as: sufficient .space; margin 1s taken

}}551nto account prov1ded 1mprovements envisaged in the
gngperformance of:: Karachi Port are. .achieved. . If they are
' ﬂ'not materialized, ithe: requirement of.. additional ships
'e;would be: higher for ach1ev1ng the required share of
_ cargo and economics. of operating the ShlpS would ‘be
=radversely affected T O S

_3£3?3=:;¢thér Typé~6deésselsxr Su i i
i ey Trampers ‘ : S
’ﬂV?E U Adeording to the Fifth Five Year Plan; ‘the dry
S bulk cargo of 1 million tong, except that for
steel mill, is planned to be carried by the ;
_-_existing 16 old vessels dropped out from the
i 1iner services . '
:7The strategy like this would be useful in keeping
'the well balanced national fleet and 1t will be
tvl=not.so difficult to carry about 600 000 tons by
‘ ;*?these'ld vessels (abt. 128, 700" TDW) ‘subject to
J::the required streamlining of their operations

(.2) Tankers : ‘. . .:—L ‘. - V'-- " 'f"'f‘-i' .7' S R
B w“:According to the Fifth Five Year Plan, the
iftransportation of ‘the ‘petroletm ‘entirely dependent

fgupon the chartered vessels -at present is proposed



3-3-4,

(3)

'Arrangement Plan.

_'pqstponihgftheﬂSét up of the national tanker

fleet (with two.70,000/75,000 TDW class tankers, .
total 140'000/150'OOOPTDW aimed carrylng share
of B5. 7%) to the next Flve Year Plan,

~In v1ew,of the cargo transportations which: are

indeSpensable for the growth of Pakistani

',national.economy,_sﬁitching'the'substantial

portion of its transportation by their own
vessels, at the earliest opportunity when the
efficient Second'hand:tankers can be procured;
would be desirable and confributable to the
formulation of the Well-balanced'national fleet,

Bulk Carriers for Karachi Steel Mill |
It is proposed in the Fifth Five Year Plan to
meet the ore and_cbal.transportatioﬁ demand

for Karachi Steel Mill through transbortation
by chartered”véésels, by the time when 75,000
TDW vessels can be. accommodated at Port Qasim,
in- 1983/84, and after that a permanent national
fleet for these cargoes (with five 70,000 TDW

 bulk carriers, total 350,000 TDW, aimed carry-

ing éhare, that is, trade share of 100%) should

~be acquired. Acquisition of a few efficent second-~

hand bulk carriers (say 50,000 TDW class) is
recommendable in order to accumulate operational
and commercial experiencesas the Steel Mill |
goes into'full operation and tonnages of raw

materials are fully increased.

 Type of Newly Built General Cargo Vessels
Purpose . Liner services
Type bf vesse1: Multi-purpose general cargo vessel
Size of vessel: 15,000 TDW class '
Speed " : 16 - 16.5 Knot

Refer to attached 1ead1ng particulars and General-

_.21__'



Leading Particulars of

Type of Ship
Kind of Cargoes

" Outline Particulars

Class

Rules & Regulations

Principal Dimensions

Gross Tannage

Deadweight

Capacity

15,000 TOW Multi-purpose General Cargo Ship

e

-

.

Multi-purpose General Cargo Ship

General Cargoes

Containers (Incl. Ref. Containers)

Bulky Cargoes

LR 4+ 100Al1 + LMC or NK NS #* MNS*

SOLAS 1960 & 1974
ILLC 1966

SUEZ CANAL

PANAMA CANAL

ST. LAWRANCE SEAWAY

LOvA. teceesansacsas

Lhep. ceeronnrcnnnsns
Bmldl CRE R B B R B I B B
Dmld. ..iviviunanen.

d mld. designed ....
d mld. scantling ...

abt. 13,000 T

abt. 153 M
145.00 M
23.00 M
13.40 M
9.00 M

9.65 M

abt. 15,000 L/T on the designed draft

(15,240 K/T)

abt., 17,000 K/T on the scantling draf®

Cargo Holds ........

No. of Containers ..

Fuel 0il Tanks .....
Fresh Water Tanks ..

Exc. Water Ballast
Tanks .vvvevssncnoss

abt. 23,800M*(Grain)
abt. 21,500M%(Bale)
abr. 390 TEU

(inel. 10 TEU .
Ref. Contalners)

abt. 1,500M3

abt.  300M°

abt. 3,000M3

GENERAL ARRANGEMENT

e

X

A
/

At
i
l\

SN

U

A

AN

F‘
l,_

Main Engine

Service Speed

Endurance

Complement

Cargo Handling Gears

. Max. Continous Output ...

Slow-speed Long-stroke Type Diesel Englne x 1 Set

abt. 11,200 ps (BHP) x
119 rpm

Normal OQutput ........... abt. 9,540 ps (BHP) x

113 rpm

abt. 16.5 Knots

(On the designed draft at Normal Output of Main
Engine with 20% sea margin.)

abt. 15,000 Nautical Miles

: 40 Persons

22T SWL E/H Driven, Single-boom Derrick Crane x 5
. _ Set
50T SWL E/H Driven, Twin Deck Crane x 1 Set

(2 x 25T SWL) ‘ )
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3-3-5.

Scrapping of .01d Vessels

=__._‘Wlth the above mentloned fleet modernlzation pro- _
'ngramme,‘vessels of over 20 years shall ‘be’ dellberate-"

';”;ly scrapped out, closely keeplng the pace w1th the :

delivery of the new vessels

3—3-6,7”Schedu1e of Lining up the Fleet
TR L;(l) General Cargo Vessels o
'Buildings of new vessels are to be processed
.pliin close coordlnatlon w1th the schedule of -
'iscrapping of old vessels o The sahedule 1nclud-
lflng the’ dellvery tlme of the vessels bullt at "
'KSEW and the ones built’ at forelgn shlpyards
“‘are to be referred to 4 i S ' :
. S&B . . Vessels to.be .. - . ... Newly built
~_scrapped out = - ..~ vessels
e . - Vessels age 'ﬁ~---:g R AN RN D S e
Year Year of at corres- No, of - TDW = 'No. of" TDW
T built pondlng : vessels .~ vessels. '
. year G
1980 1953-57 23 ~ 27 8 68,400 5 75,000
1981 1958 233 8 96,000 7 105, 000
1982 1859-60 22 - 28 - 4 j55,000' 2 30,000
1983  1960-63 20 - 23 . 4 46,500 . 2. . 30,000
_ .22 266,800 16 240,000

Remarks: ‘One ressel'ef“the four ihithem
' schedule of scrapping in 1982
: shall be done in. 1983,

— 23 —
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(2). Other Type of. Vesselsr7_;"
© Pénito fourteen 01d vessels replaced by ‘new
ones on liner serv1ce would be used’ as tramps
“Due consideration shall be’ exerclsed to acquire
the necessary number of tankers and bulk
carriers in the most appropriate tlming by .
‘keeping constant market research for those of ”
second hand Vessels for charterlng market and
'_rfor frelght one : It w1ll also be requlred to
k-jjmake necessary preparatlons to comply with the
.~:0peration of such vessels by the natlonal ship-
| 'ping company

In addition to the above, type of vessels, con-.
sideration should be given to possess three 5,000
TDW class passenger-cum-cargo vessels . .to be
engaged for regular ferry service in the Middle
Fast region to meet ‘the rapidly increasing trans-

'portation requirement due to’ grow1ng passenger
~and cargo trafflc among the neighbouring countries
in that reglon ' T

"3-3<-7. Reference: _ Comparlson Table w1th the Fifth Flve Year
. ' ‘Plan ' _
(1) The Flfth Flve Year Plan

”Disposition of

-the presentefleet‘ﬁ' New composition

< Tyee Age.in N f

. Age in.. ~of. . ... - Age-in. o. of ... .
1978 Vessels TDW 1983 Vessels TDW

Liner ' ° IR SR gl 5 21 %1 315,000
~ships: -, 4 1ot- 4 .. ..60,000 9-15 4 *2 60, 000
‘Trampers:. 11-14 ....15 ° : 198,000 16-19 15 198,000
To be 15- 25 300, 000
~ scrapped : : :
Total | 44 558,000 40 573,000
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Study*Resﬁltf

EEE SO IO S A

‘Disposition of
the present fleet

New composition

' - Age in .
1978

.No.
Vessels

of,

_Age in

‘fTDw "1983°

~No. of . .
fveSSelsT

TDW

Liner =

shipstﬁl agrloﬁ,f.

d,;,;,wg_,“;foe;s_
. 113,200

+B-15

16 *1.
8 *2

240,000 -
. 113,200

4-10" -
11-14

Trampers

: 10:-'

50,800
128,700

9-15

[ P 4 Salefin ’
1619

50,800

128,700

Tobe L.
userapped- T2y

22

‘Sub-Total

44

559?509“’“’

532,700

Tankers;\

. Bulk L
"Carriers

0 ..0-10.

0 . 0-10"

12%3

150,000
100,000

Total

44

42 .

. 782,700

- Remarks::

1)

2)
3)

45;,

3 ‘passenger ships: ~
"1 coaster '

18,156

-TDW and

1,763 TDW excluded
*]1 newly built ships: -

*2 To be continuously used as

liners for main 1iner routes

' built or second- hand)

4, - :Financial ‘and Economic 'Review

Financial Review

*3 To be newly acquired (newly

- The national merchant fleet’ replacement plan in

conjunction w1th the improvement plan of KSEW is

"”drawn up )
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In order to-make financial revieWVof the above plans,
it is necessary to take. the. following hasice. princzples
"into consideratlon T o ' " T

~Genera11y, transport has been described as an all- "
pervading industry, since it penetrate into all

~phases of. production and dlstribution of goods with..
strong inter—dependence between development of ;?ff*

- transport and the industrlal ‘agrlcultural and

commer01a1 developments,'and thus overall soc1o—.;rh
economic development of the country

"~ Invéstment in’ transport involvés the expenditure of
important sums of money ‘and this financial expenditure

“"ghould be’ rev1ewed

'eu(l) whether it is flnanclally 1ndependent - whether
the' subject investment could earn revenus sufficlent
to cover its investment cost and operatlonal expenses
hrlncluding interest charges and depreciation and . -

o bring about enough returns ‘and

'b(2) whether it ‘would yeild subStantial'contribution

'&ftO-national~ec0nomy because it'should-be'considered

- within the framework of. overall economic development
plannlng '

A_The total investment cost of the fleet replacement
bplan amounts to US$226 201 mlllion comprising the
'building cost of US$224 milllon, based on the
1nternetiona1 price per ship as US$14 million from‘
a foreign shipyard and the same’ pr1ce for the ship
~ from KSEW in consideration of government .subsidy
'4”a110wed for excess building cost and consultant‘
fee for US$2.201 million. Seed felu L
';_The approach to the review of flnan01a1 independency
'on this investment was made by applicatlon of the .
‘.internal rate of return ‘method hav1ng tlme consider-:
ation under the following basis of calculatlon and
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) assumptions.

'75~}(1) Fund %1199ati9?apfz Slen o muii ewnd
Table 51. Building Cost B __Unit (US$1,000)
‘ “Poreign - . e oot ST .
;. Year . yard KSEW Total Consul Fee -~Total Cost
1979 - 56,000 14,000 70,000 . 605.5 . ''70,605.5
. 1980 - 59,500 10,500 70,000 1,002.0 ''*71,002.
1981 49,000 10,500 - 58,500 593.5 - 60,093,
1982 3,500 10,500 14,000 o 14,000.
1983 .. ¢ .10 -10,500+10,500.:: 0 . 10,500,

o O ;o

Total: 168,00b 'Sé,odo 224,000 2,201.0.  226,201.0
(2) Payment terms
“f::lx” 25% of building cost 1s to be pald each at
0 time of order plac1ng, keel laylng.‘launching'z'
 and delivery, respectlvely ‘

. “2)‘“payment of consultant fee lS to be paid based
L “”ﬁon the payment schedule

“:(3) :: Rate: of Interest and Repayment Period.
' 30% of . the total -fund:needed for this’ investment
raised by losn at 10.5% rate of interest with
‘7 year repayment period’ and the rest of 70% at
8.5% rate of interest with 7 year repayment
" period.

VLT : C o o

“*(4) Delivery Schedule and Service Route Allocation

— 27 —



xDelivery.SchedULQ, . Rbiite Allocation

_ Foreign UK U.S.A.T
Year < Yard:  ~ KSEW' Total: i:Conti iAsia ‘Canada

0
r. : 0 Lost 0
s s s

},_RemnrRS' Mark * means (one Shlp built at: KSEW
o included in the flgure.'”

\__ P

- Operatlonal Earnlngs 4

‘Hl;There is a time lag between 1nvestment period

“fd(durlng Shlp building) and operatlonal period_

iwhen the ships yelld earnlngs . -

“ sThe operatlonal earnings of 16 vessels allocated

)Htho three major routes in accordance with above

'.service route allocatlon schedule for the .

operatlonal life of 20 years were calculated

i Ion#theiba51s_oi.pr03ected -annual- revenueﬁandm

goperating;andiadministrativeﬁexpenses;

N N O R T S PR URRCS ILON ST S ¥ I SN SRS PRI A RNPE IO S A
R Comparison of Average - Freight, Revenue
N iand Operational Profit ... . .
i L Unit ;(EU$_$!l‘,_OOO/Year)
UK/ -] .| - UBA/
. Coéti Asia | (ganada
| Newly | Freight Revenue | 5,595 | 3,098 | 5,476
Built - '
Operatlonal ,
Vessel | prorit - - | 2,277 |.. 269 1,733
NSC. ‘| Freight Revenue | 2,932 2,333 . 3,969
Estimnte. 5 ) T A —
i ln- H 1~ pera ona o : . B . RN B e b
'1976/77. Proflt . -n.a. | mn.a. - n.a.

(6) ‘Result. of Review:: _
. The:: result of: calculation to ‘obtain the- 1nterna1

Bt Ao



“ Table 53. IRR and IRP

. .rate of return based on above basis and assnmp—
l,_tions in which 16 newly—built cargo vessels are
operating for 20 years were shown in Table 53,
“iThis resultireveals" ‘that the internal ‘rate of
' return of this” fleet replacement ‘plan‘is 7. 8%
”in case of no- price increase and 20 1 percent
cln ‘case of” 8% prlce increase “which’ indicates'
”-3that thls investment is considered to be fairly
‘ *financially 1ndependent and can be said fea51b1e
73although it is’ not highly profltable B

. Also, .the result: shows that. 1n1t1al investment can

be recovered in 13.8 years in .case of no: price

inerease and 10.4 years in case: of 8% price increase,
and the accumulated maximum deficit reached US$152.3 -
mlllion and US$121.1 million in 7th year after start

e of Shlpplng operations respectlvely
CIn comparison with the’ general standard ‘of average

perlod of 1nvestment recovery for shipping industiry

for 10 to 15 years and the ‘highest cumulatlve deficit
‘not to exceed the 1nvestment capital thls plan is
"also sald to be flnanclally acceptable b
' ”The follow1ng table and chart show the above results

In case of In case of 8%,

o TR no price - price
- Financial -Indicator - - increase.. increase
‘Internal Rate“ofcReturni 8% 20.1 % _
Investment Recovery =~ 13.8-years~  10.4 years
_ . Period - ' ' ‘ | .
"“'Accumulated Maximum  152;320 % ¢ 121,118

. Deficit (US$1,000) . ‘in 7th. yrs. in 7th yrs.

Economic ‘Influence- . .-

The method of review on the contribution to national
economy was made on the basis of calculation of the

amount of net gain to balance of payment in Pakistan,
-— 28 -



" pecause Hits

QCDntinuous deficit is one of the most

'P="crucia1:issues for her economic development

_,..._.r _=‘ B R, Foan e
it ¥ “’ G '!¥ﬁ.-‘! n--

g;The net,gain to balance of payment in: this fleet"

=-rep1acement plan was,derived by figuring out all the
sqngain factors (gross freight revenue, by.. 16 vessels)

ugagd;the;lqssaﬁaetors (repayment.of. capital, interest,
foreign.exchange  component of operational expenses
-,yanqfﬁoreignﬂregeiptsbforeéone)=during ‘the operational

_life .of, 205years;'and then,‘obtaln dlfference between
"total gains and total losses: ' L
‘The: details of  the’ basis ‘of calculations and the
wresults were summarized as- noted below :

'(lj he total net gain to balance of payment by 16

_ 3;new ships is. expected to be US$298.4 m1llion for
=_':_=20 years, of operational life of ship

fb'(é)GiAn average annual contrlbutlon to balance of

'Epayment scores about US$15 milllon which accounts
for about 2 3 percent contributlon to the over-

o
v

:\'iall balance of payment when based in 1977/78

€1

(3) Up to 7th year from start of 1nvestment deficit

to balance of payment 1ncreases, but w111 be
_ balanced off in 12.3. years ‘and from then on,
~ this 1nvestment is. expected to contrlbute about

, 'a_h_US$30 million annually

gg4)-ﬂRe1nforcement of merchant . fleet 1s expected to

wiimprove the distribution flows of materlals
“and . goods, whlch w111 effect on stabillzatlon
fﬂfof wholesale and consumer pr1ces .
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1. 'éénéréi "D'és'c'ript ion' e

‘fggThe necessity of the development of the shipbuilding
industry in- Pakistan isy.:on thesstand point of social
A:development based on:: the theory that (1) ‘ac: great
*ucontribution ;can’ be predicted to the national
: industrialization, that - .(2) w1thout a.:progress of |
~:.odndustrialization,: the;growth_ofrthe_national economy,
as represented by GDP, is likely to stagnate; that
E’(3) in consequency of the stagnation the instabillty
'of trades follows and that (4) a steady and Stable
”development of shipping industry could not be ex- ;
peoted 1n such a trade s1tuation All these matters
"*occur in a macroscopic vicious circle “an avoidance
of which is to be aimed at in the ‘Jong run.

[“KSEW has the’ organization ‘of three departments _
'E“namelyj Shipbuilding Department Ship Repair Depart--: -
" ment and Machinery Department 1nc1uding foundry

o improve financial S1tuat10n ‘of KSEW ‘the enlarge-

ment of ship repairing fa01lities ‘could be pointed
out as one of the most important policies When -

,_the Port QASIM becomes, ready. for service, and that.

, the Karachi Steel Mill is 1n operation, the demand

N_for shiprepairings of ore carriers of 70, 000 ~ :
,;‘100 000 TDVW. are. expected - In’"this. reSpect ‘it .can
f”;be said to be recommendable to, set up ' a new ship '
J-_repairing yard close to Karachi Steel Mill in the

Port Qasim and to do business in ship repairings

.as.-well ‘as in-ship: breakings at the beginning stage

of ‘the- yard operation : sk

S g e A I T
.\'.gh; Loy IV S PR S SN 4
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'The'enlargementVand“reinfOrcementiplan&ofﬁtheﬁship—E?i

. building faCilities'havefbeen‘implementedffor long

L s o
BES Y

'_time

in line with the national policies for the

1ndustrialization of Pakistan

iAcoordingato such national policy, the shipbuilding
alindustry in Pakistan has been*- supported by ithe .
/- Government -in the same manners as those in other .

' developingucountries, however - KSEW ‘is not yet in such

oc.ment

REF: ajconditionﬁaswtosget_along making ‘a profit-.on the
ktvconstructionﬂof;ocean going vessels without: govern-

support. ‘Evﬁéflfi"ﬁi*-p?a-afu“ffVTﬁ

:ﬁjAccordlng to the Fifth Five Year Plan, llﬁout'of the 21

newly planned vessels are scheduled to be bu11t in
'KSEW ' B -

;The vital role KSEW should play in this planning can

be summarized .as follows

(1)

jQuantitatively for the tlme belng (more presicely,

__ for coming 3 years and 9 months), 1t should be

waimed at to bulld 4 most modernized cargo vessels

EJ_of 15,000 TDW class by the system of 81ster ship

"“i":seeked to attain the level of potentiallty in

construction of .an identical design to the ships
procured from abroad

Technically, and managerially, it should be

"technique and in management wh1ch are’ pertlnent

' to the' above building program and at” the same
“time," eligible Tor '8 contribution to an overall
fup grading cf KSEW 1n the future ‘ s

AN
b t

‘wFinancially,.it should be expected to.: consolldate

the. financial structure of KSEW which has been
dependent on governmental subsidies for construc-

tion of ocean going vessels,: into the one which

-can afford to do without these aids.



Production Capacity

The comprehen51ve figures for production capacity of o

KSEW at the initial stage of its establishment assist- .
ed by H. C. 'Stulken 'Sohn, West. Germany, and at the. .
present stage and another comparison ‘of production
capacity/actual achievement with' a Japanese shlpyard
which is similarly/dlmensioned in scale of, production
and facilities are shown as below.

Production Capacity

Initially - ‘KSEW's - ' Japan's
& : Expected KSEW' L Flgure o Reference
Steel Ton 10 700 o 3 600 - - 48,000
(Annual) : : . TR o
Steel Ton ' 5.4(%*) ’}‘ S.1.8 o't 36.9
(Per Head) . o '
Productivity:_ o gmQ st - BB i Y gD
e .;HWorklng Hour.;;q“__; 4.9(*%).. -~ 3.3, .. 7.4
‘(Per Day) L : e e _ _
"Berth Period 12 Months 14 Months 2.5 Months
{Based on A R S S S
15,000 TDVW)

. Remarks{ fCalculations are based on average work-—
Lo 'flng days of 300 Days/Year ' Factors
'”marked with (%) are calculated on the
basis of 2,000 workers required ‘and
standard productivity of 270 M. H/Ton.

- The production capacity based upon ‘three berths is
as follows
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“'."Capa,city..'of L eamel g ;.,'.5;3zs,zjt‘:a"ff'i'—;:- . L,
..Berths (TDW) . ..27,000 15, 000 6,000 Total

Ratio wd‘bhiwﬁ R ,§23§6§»¥2§Q:40; :3°i6?i e

Berth ‘Period:per. s T T s
Ship of . Average ‘_J,141ﬂ'\ 1o 8
Size (Month) PR S
Produotion : T S b Pt Lol
Factor 12/14 12/11 0 - 12/8
' Annual ' ' '
Production : s 19—13' 13-7. 7-6

e N B 000 TDW/Year)

Production“capacity’hased;on:hork-shops is as follows.
‘Processed Steel "9
(1 000 TDW/Year)
Y The above. figures testify ‘a certain: possibility of
processing some 12,000 steel tons/year at’ KSEW by
the end of 1983 with the reduction’ of construction
period by 3 months (11 months on berth + 13 months
at pier, to, 9 months + 11 months) o
The amount of the steel processed. in 1982/83 ‘would
- account . for 9 594 ton/year assuming the invoice:
' Pﬁ'steel amount for 15 000 TDW vessel being 4,100 tons.
) f These figures obviously 1nd1cate an enough capability
o for building scheduled 4 new vessels in the Fifth
Five Year Plan .i..,v o

3. . ;_,‘I.V-Ahil-it‘ie'e ‘oi_i,.'li(,SEwAtfon',“,"I"e:chniq_ué and Facility View Points

The: study of the actual results offehiphuildings-in
KSEW clarified that (1) the delay in Specification
decision due to insufficient de51gn capac1ty brings
: about (2) the delay in placing orders for principal
materials in good time on schedule, ttributable to
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J,the .above. These seem to .be .the reason of, the con- -

-}egstruction period being too long. R R R S

3 . B

_In order to enhance the production capacity by

_squeezing the construction period,,the reinforcement

Tof the yard control systems should be: carried out
'and up- gradlng of the englneerlng capacity based
upon.. the software rendered by advanced countries

- are. also to be contemplated

Taking account of the great rellance on import for

Amost of the required materlals and equipment howu'

‘ever, it may be a reasonable alternative that KSEW
might 1mport the right artlcles in package from

.abroad; ' for the constructlon_of ‘the 'sister vessels

2 of: the identical desigh of the onés: procured from

. foreign shipyards. .. This method would bring: about the

betterment of the productivity;with the increase of

. the production-amountsand»of thebprofitsraccordingly_
as the merits of series production of the similar

fvessels "

- Needless to say,.all.this will be: enough for the.
immediate needs of KSEW, but in.the long term vision,
the proportion of the KSEW 3 self-made articles as
‘well as "the share of the domestic procurement keep~
'1ng abreast with the growth of the related industries

R

in Pakistan ‘should’ be duly ‘increased.

G ASsuming the'ahhual prodﬁctivitylpromotion’of KSEW

5being 3-to 5% subJect to the above stated measures,

12to 19% - reduction ‘of" the labour amount per o

‘5_unit steel ‘ton would be’ expected in 1982/83 and _
fthe existing 1abour hour 550 M. H/Ton would be 424 -
_473 M. H/Ton



/

Various factors and/or conditions necessary for
'_materializing:above possibility danvbe’ condensed
' jinto the following points '

BETERT

*“?(1) Partial reinforcement ‘of facilitles
?(Welding machine etc )

[RER T
V P ety

”Hi#iZJT.Improvement of working efficiency

‘”“5(Block construction ‘etc )

'7(3), Reinforcement of production control system
e (Reorganization ~eétel ) S s

HETE R f

‘(4)"Improvement of elemental techniques
Lo (Gas cutting,{edge preparation etc )

: ,/(5)¢;Improvement of. material procurement
i vi+(Strict control on issue of. draw1ngs, etc.)

“;s(s)y‘Improvement of availability of - 1nstallation/
Cois eghipments s Sieerile
= (Up- grading of maintenance and 1nspection etc.)

'%(?) “Additional requirement of workers and their
training.-

(8).ﬂTechnology transfer from advanced shipbu11d1ng
1t &countries e Lo '

’?tg)ihlmﬁort of design and gOOdS 1“ package

Production Planning of New Shiprildings

fItpéﬁ59§$%ntia}uthat;theﬁprodueti9n4Programnshould

'”.%be decided in consideration of the. delivery :schedule

”for the ships firmly: or: tentatively on order;, and-

h”;iﬂ accordance with the demand trend. for the:ship

{types likely to- be constructed :in ;the:future.
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Y1t is necessary to strengthen the business" activ1tieeh
“on’ both qualltative and’ quantitative aspects and |
3o keep” the yard-in its! utmost Operation ever after

“‘the 'final’ year ‘of the Fifth Five Year Plan, ‘as a-
‘V“premlse for establlshing the directlon of  the plan—

'ning B ' ' ' :

,,,As for the procedural steps, the final goal of
~.13, 000 steel tons per year. (correspondlng to 45, 000
. TDW/Year) .in 1982/83 . shall be attained by 1ncreas—_

ing the present 3,600 steel tons per. year. (corres-
ponding to 12, OOO TDW/Year) by additlonal 2 000 -

- 3, 000 tons every year o

From the capacity ana1y81s so far attempted in-

connection w1th current orders obtalned KSEW 1n

- its supplying capacity will.be_ahle to.deal with 4
. . general: cargo Vessels;of.15,000—TDW1 }Qrbulk_carriers

0f74 000 TDW (on order) some numbers of 6,000 TDW
coasters-in and around Per31an Gulf use: and mis-;'

T eellaneocus: barges

i d

. Number of workers in, 1982/83 would be increased to
.2, 800 on. thlS plannlng from the one. at present 2,000.

Financial and Economic Review

”inveetmentipian_and Its thectire o

‘Conicerning the national fleet'replaceﬁent'plan of
" Pakistan, it 'has been concluded that out of 16 ships
“in total, ‘12 had best be procured abroad and ¢ be
built at KSEW as sister ship’ éonstriction system of
~ identicsl design to’the foreign built prototype.
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‘:iegUnder the: present circumstances however the. ship—
' agbuilding .department, in. KSEW can- hardly get rid of

?{negative;factors,in:finencial_matters,wcontinu1ng to

'n:record deficits at- far below. the. level'of the inter-

inational, competitiveness in: spite of governmental
- subsidies. ' .
It should then be aimed at ‘as a matter of urgency,

Lt make technical and managerial improvements of
"**Shipbuiiding Department in KSEW by‘taking 'the ad-

"vantage of this Opportunity ‘for these 4 ships to be

“‘?built at KSEW

_ Generally speaklng,_the shipbuilding faoilities in
KSEW- have long been kept in good order and duly ex-
Ipanded for the purpose of, and in line with the

“national’ policies for ereation of employment pro-

"“motion of industrialization.and saving’ of foreign

exchange,  except for minor imperfections still remain-

At this'moment of time, it_is,plaﬁﬁedmtO'upégrede

repidlybthe productivity of KSEW by making the most

" ‘of existing’ facilities and labour  force with the -
51east=possible”investmeht;‘shbjectJtO'piennéd minor

improyement of installations and technical assistance

from advanced shipbuildingECOuntries.

‘The governmental sub81dy in this case is a minls— )
terial aid to be glven to the shipbuilder for the

thost differential .of domestically bu11t ShlpS over

\iinternational market prices w1th1n the limit of
_a30% of 1ts total. building cost In this connection,
ﬁif it happens that KSEW could 1mprove the profit—

'ﬁ:;abllity with the least investment like. that, it

‘might rather mean the decrease in the governmental
subs1dy.than an incre&se in KSEW's own galn,
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1M;(pred1ctab1y in 1979/80).

It is: recommended that: the. investment of. US$0 75
‘million in total should be made as soom asﬁpossible

" Us$0.25 million, or one third of the ‘total invest-
fﬁment should be: appropriated for' an improvement ol
yard facilities at KSEW and US$0. 5 million, or the

Rf*remaining two third for technology transfer ‘through

;;_foreign engineers ‘invited from advanced shipbuilding

countries<and KSEW's experts.despatched abroad to
learn shipbuilding technology there Various analyses
, jlndicate that a productivity improvement of 5% per
1?annum can be expected from these investments. The
VEyearly amount of cost down (or inversely, an inerease
in ‘direct ‘profit)- due to labour cost’ reduction,f
“accumulated . 1ncrenses in profit. until 1982/83 and-
total sales in respective years are as shown below

~ From the 31mp1e comparison between the investment of
'i;US$0 75 million and the accumulated 1ncreases in
profit due to improved product1v1ty by 5% per annum,
" this amount of investment can be found recoverable
"W1th1n one or "two years at the start From this
point_of view, it can be. said that this investment
project reveale its feaSibility to the fullest ex-
tent, assuring the profit accumulation, of almost
US$5 million in 1982/83 in excess of the initial
investment. AN : SEEEE
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5-2,

.*ﬁgtl) Investment

x A Ye ar

“ﬂEcbnomichhrlﬁencer'

(1)‘ Production Increase

:"Effect

*“'1979/80 Physical i, ImPrOVement Deleting of bottleii

~object’: “of " ‘neek:’
; US$250, 000 facilities Up:. grading in
' s e ‘ﬁ_qualities g.

‘ .h51979/BP Immaterial Technical .Improvement of

__i__objectu ‘ ‘iransier :dh‘productiv1ty ,
SUS$500,000 ““-1’“”“Increase of direct
R T b T T T R ,pI‘Ofit

qunféj' Build amount and profit 1ncrease o

e _,”_\,,r_j Unit (Us$10°)
| ,]1979]80“f80/81 81/82 82/83

 Build amount *'j¢;¢,1:;g39;7s;@;24,82_.33.62;;44.76

Reduction 1n

U building cost 0 01T 708310897 3.01
" sum of the above f":“_”pji7f’ "1.02 2371_._5;72

“htﬁatéfs These calculations are based on wage rate

f;jprevalent in KSEW in 1977/78 With the passage
"_gigof time,these figures will increase and this
ifil;increase is not taken into consideration in

‘ fthis report

-',—'}. L PR

_The production st KSEW ig expected to reach
US$45.7 million in 1982/83, amounting to . as much
as seven times of that in 1975/76, US$6.4
millionr - - :

(2) _Saving of Foreign Exchange

?The shipbuilding project of 4 general cargo
ShiPS,Of 15,000.TDW,atVKSEW_willfensure a saving
of US$12 million by 1982/83, on condition that
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(3)

(4)

(3)

the design and materials for this project should
be procured from abroad in package deal.

Increase in Employment

The required number of workers in shipbuilding

departments at KSEW will be around 2,800 in

1982/83. The balance of 800 men over the ex-
isting 2,000 will create new employment oppor-
tunities in the labour market.

Modern Skills to KSEW

New Modern skills and technology would be _
brought in by the foreign shipbuilding engineers
in the fields of production planning, control,
designing, steel cutting, welding, assembling,
ete. for improvement of productivity at KSEW,

Contribution to the Naticonal Industrialization

Shipbuilding industry is said to have a very
wide and deep substructure surrounding it, such
as machinery, steel processing, electric and
electronic, woodwork, painting industries, etec.
and is expected to have extremely large effects
on improvement and development of technology

and productivity at these related industries
creating innumerous new employment opportunities.
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