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EXECUTIVE SUMMARY

The primary aim of this study is to provide formal financial institutions insights into the road transport sector,
enabling them to design suitable products and services. The ultimate objective is to enable growth in the
transport sector by increasing the availability of formal financial services. This study was conducted from February
2017 to April 2018, followed by documentation and data compilation.

The methodology was based on review of secondary literature and a combination of qualitative and quantitative
tools. Quantitative surveys were conducted with vehicle owners of both, passenger and freight transport. The
study focused on three primary cities with large industrial, trade and transport hubs: Karachi, Lahore and
Peshawar, and three secondary cities: Mirpurkhas, Kasur and Charsadda.

The overall ‘takeaway’ indicates potential for investing in the sector based on information presented here.
However, it is advised that any decision made based on this report must also take into account the evolving and
informal nature of this sector, with fragmented oversight and weak enforcement of existing regulations.

Key questions addressed in this report are as follows:

What is the size of the transport sector? - The Transport, Logistics and Communications (TLC) sector is estimated
to have contributed 13.3 percent of gross domestic product (GDP) in 2016-17. Of this, more than 62 percent was
contributed by the road transport sector. In 2014-15 the sector employed 3.1 million people.

Who are the stakeholders (public and private) in the sector? - There are four government bodies at the federal
level? and two? at the provincial level with a role in policy and planning. At the implementation stage, there is a
lesser role for the federal agencies, but more for the provincial agencies. The large number of stakeholders
involved makes the sector difficult to navigate. Since the provinces are autonomous there are also variations in the
execution strategies. Other stakeholders include a number of financial organizations such as, commercial banks,
insurance companies, leasing companies, modarbas, and Islamic banks. In addition, other stakeholders include
vehicle manufacturers, associations, vendors, logistics companies, and individual owners of commercial vehicles.

What are the major routes? — Most traffic intensive routes are: a) Karachi to Peshawar via Hyderabad - Multan -
Faisalabad - Rawalpindi; b) Sukkur to Quetta; ) Karachi to Quetta via the Regional Cooperation for Development
(RCD) Highway; and d) N-5 National Highway segment of Multan - Lahore - Gujranwala - Rawalpindi.

What are the primary segments in the road transport sector? - The primary segments are freight and passenger.
The fastest growing sub-segment in the freight segment is delivery vans at 7.5 percent annually, while for the
passenger segment it is motor cabs and taxis at 5.9 percent annually.

Is the road transport sector poised for growth? - Yes, road transport grew at an average rate of 6.2 percent per
annum between 1991 and 2016, compared to an average GDP growth rate of 4.4 percent during the same period.
The impact of the China-Pakistan Economic Corridor (CPEC) is also expected to fuel growth. It is estimated that
CPEC will create approximately 700,000 direct jobs during the period 2015-2030 and add up to 2.5 percentage
points to the country's growth rate# The total CPEC investment for road development amounts to PKR 712 billion
(USD 6,100 million) i.e., 13 percent of the total investment by China worth PKR 5.3 trillion (USD 46 billion).®

What are the economics of the sector by segment? - Findings from the survey indicate that the freight transport
sector is highly lucrative with profit margins ranging from 21 percent (large trucks) to 43 percent (three-wheeler
rickshaws). 95 percent of the freight vehicles are purchased from the local market, while 75 percent of the vehicles
purchased are used vehicles. In terms of loan size in the freight segment, the average loan ranges from over
PKR 890,000 from banks and leasing companies; PKR 567,000 from informal money lenders; and PKR 3.2 million
from informal vehicle providers. 50 percent of the respondents have bank accounts, 42 percent are ATM card
holders, and 26 percent are smartphone users, with the number going as high as 45 percent for freight vehicle
owners in Sindh,

! htpuf pegov.pkiuploads/ plans/fCh27-Transport-logistics2, pdf

2 planning Commission, Mindstry of Commerce, Ministry of iIndustries, Special Initiatives & Investrnent, and Ministry of Law and Justice.
"Planning and Development Department Board and Law Department.

FConversion rate: USC 1 =PKER 116.79.

*Muhammad Ageel. Impact of China Pakistan Economic Corridor, 2016,



If we consider the passenger sector, the profit margin by type of vehicle is also healthy, ranging from about
30 percent for wagons, to almost 50 percent for super-deluxe buses. The average loan size in the passenger
segment from banks and leasing companies is PKR 746,000, PKR 1.3 million from informal money lenders and
PKR 1.1 million from informal vehicle providers. Among passenger transport owners, 34 percent use a
smartphone. The remainder (66%) use feature phones. 50 percent have a bank account and 37 percent have an
ATM card.

What are the current financing arrangements and products available? - Currently around 99 percent of the
owners, partially or fully, finance their vehicles through personal sources. The sources include personal savings,
selling of assets, selling of livestock, and borrowing from friends and family (interest free). Borrowing from the
informal market and formal institutions makes up approximately 3 percent and 9 percent, respectively.

Currently the informal sector provides financing on an average interest rate of 35 percent while formal financial
institutions charge 18 percent on average. ORIX Leasing Pakistan (OLP) and Bank Alfalah Limited (BAFL) are major
players in the transport segment.

Survey respondents cited a number of reasons for not using formal sources of financing, major ones among them
being stringent conditions to meet borrowing requirements and formal processes (like documentation) which
increases processing time, and payment of interest rates (not the case with personal savings).

Is the road transport sector bankable? - In short, the answer is yes, but with some qualifications. There is a huge
potential market available for increased formal financial intervention. With only 5 percent of current vehicle
owners using formal banking channels for the purchase of vehicles, the opportunity to entice the remaining 95
percent with tailored products and services undoubtedly exists.

KEY CONCLUSIONS AND OUTCOMES

The report provides extensive conclusions and outcomes, the salient ones being as follows:

® Both the passenger transport and the freight transport sectors are highly profitable, and costs are recovered
by the owners in eight months for rickshaws and 50 months for both, small trucks and super deluxe buses on
average.

® The transport sector generates a GDP multiplier of 1.24 which is likely to grow as CPEC developments
materialize over the next decade.

® While CPEC is seen as a major growth enhancer for the economy overall, limited public information about its
scale and nature makes projections difficult. Nevertheless, given the fact that 13 percent of CPEC's investment
is in road and highway construction, the impact on the transport sector will be highly positive, helping the
sector grow by a factor greater than what historical trends suggest.

®  Avery large proportion of owners and operators are able to purchase vehicles through their personal sources
(savings or through sale of their own assets), and only a small proportion of owners purchase vehicles through
loans from formal institutions, informal money lenders, or informal vehicle providers. This can translate into a
significant opportunity for financial institutions.

® |n addition to tailored products, banks can also innovate and change the collection and recovery model from
relationship-based to factory mode operations. A more flexible loan processing method and period also
needs to be designed, given the fact that most vehicle owners shy away from formal financial institutions due
to the loan processing time.

®  Given the low levels of road safety and an inefficient transport fleet, the State Bank of Pakistan (SBFP) and
donors can provide additional support through incentivizing feet modernization, digitization and risk-sharing
financing arrangements.



1. INTRODUCTION

Background and Objectives

The transport and logistics sector is one of the most important elements of an economy. While transportation
focuses on the movement of goods from one place to another, logistics refers to the management of this flow and
in addition to transport, includes storage, handling, inventory, and packaging among other things. Transport is
therefore, part of the overall logistics sector of a country.

As the title of the report suggests, this study focuses on the road transport sector and specifically on the workings
and financing of road transport in Pakistan. Existing research on Pakistan's road transport sector remains largely
fragmented and outdated. The Bankability of the Road Transport Sector in Pakistan therefore, is a much-needed
study and a key milestone in understanding and catalysing growth in the sector.

The primary aim of this study is to provide financial institutions analysis and insights into the road transport sector
to enable them to design suitable financial products that cater to their needs and are closely aligned to demand.
This will in turn have multiplier effects on overall gross domestic product (GDP), employment, and domestic and
international commerce. It is believed that this research can also benefit and guide the Government of Pakistan
(GoP), civil society organisations, and other actors and stakeholders within Pakistan's transport sector.

Broadly, the study answers the following questions:
® What is the size of the road transport sector? Is the sector poised for growth?

® What are the primary segments of road transport sector (large, medium and small, based on freight, passenger,
geography and product)?

® What are the underlying economics of the freight and passenger segments?
® |s the road transport sector bankable?

These questions are answered through a combination of secondary and primary research. Secondary research
was undertaken to develop the background of the transport sector, its profile and potential. Primary research
consisted of a nationally representative survey of freight as well as passenger segments. The survey was
complemented with key informant interviews (Klls) with financial institutions, informal money lenders, transport
associations, logistics companies, and adda (a junction point for transport) operators, among others.

The report is organized as follows: Chapter 2 provides an overview of the transport sector using secondary data
and information, including the requlatory and policy environment and the sector's contribution to the economy.
Chapter 3 provides a more detailed view of the freight and passenger segments. Chapter 4 highlights the
underlying economics and prevailing state of informal and formal finance through primary research. It also
explains the resultant growth potential based on increased access to finance and the multiplier impact on GDP,
employment, and associated sub-sectors. In Chapter 5 more detailed information on formal financing to the
transport industry is presented. And finally, Chapter 6 provides conclusions and key insights from the study.



2. PAKISTAN’S ROAD
TRANSPORT SECTOR

2.1  Overview of the Sector

The Transport, Logistics and Communications (TLC) sector consists of multiple g0 o0 1: Composition of TLC
segments including road, rail, air and water within the transport and logistics , ggad Transport

space (see Exhibit 1). = Pakistan Railways

Altogether this sector is estimated to have contributed 13.3 percent of national ::ﬁ:t::n:?::: ;:L:nal T

GDP in 2016-17. Of this, more than 62 percent was contributed by the road | oo

transport sector (see Appendix A1).° The gross fixed capital formation (GFCF) by 4 Elactronic Media in Pakistan
the TLC sector, which refers to the net increase in physical assets (investment s pakistan Post Office

minus disposals) was PKR 556 billion in 2016-177 The share allocated to the

sector in the Public Sector Development Programme (PSDF) for 2017-18 is PKR 411 billion, out of a total of
PKR 2.113 trillion which is higher than 15 percent of the federal PSDP.®?

The Ministry of Planning, Development and Reform's Vision 2025 reinforces the importance of the TLC sector by
emphasizing the need for modernization of transportation infrastructure and greater regional connectivity. It
seeks to establish an efficient and integrated transportation system that will facilitate the development of a
competitive economy. The goals for the sector by 2025, as stated in the agenda are:

® Double road density from 32 km/100 km? to 64 km/100 kmz;?
® |ncrease the share of rail in transport from 4 percent to 20 percent; and

® |Increase annual exports related to the transportation sector from PKR 2.9 trillion (USD 25 billion) to PKR 17.5
trillion (USD 150 billion).™

Exhibit 2: Gross Fixed Capital Formation in Major Sectors (PKR Million)

1,000,000
800,000 — =
600,000
400,000 _——
200,000
- 201213 2013-14 201415 2015-16 201617
e Transport & Communication e OIS ERUCTION s BFiCUTtURE

Sounce: Economic Survey Supplement 2016-17, Chapter 1, Table 1.7

“Consultant estimates based on data available in Pakistan Statistical Year Book; Tables on Mational Income [several years),
ThittpSrwans. pbs gov plosites/default/files/tables/ Table-10_0.pdf

*PSOP 2017-18, Chapter 2, Table 5.

*Road density is the ratio of the length of the country’s total road nebwork to the country's land area.

" Conversion rate: USD 1 = PER 116.79
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BANKABILITY OF THE TRANSPORT SECTOR _

Historically, the road transport sector has held significant impartance in Pakistan with the Government investing
substantial resources towards the construction of new reads, motorways and highways (see Appendices A2 and
A3). As a result, the road network has been improved and expanded consistently and on-road vehicles have also
been on the rise (see Exhibits 3 and 4).

Exhibit 3: Surface Transport Infrastructure Network (in km)
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Source: Economic Survey of Pakistan, Table 13. 1A, Page No. 155

Exhibit 4: On-Road Vehicles (in 000's)
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Source: Government of Pakistan, Ministry of Finance, Economic Affairs, and Statistics; Economic Survey 2016-17



Box 1: Historical Profile of the Road Transport Sector

At independence, the major form of transportation in Pakistan was railways. In comparison, the road network was
essentially a farm-to-market linkage. The road public transport was then limited to a tramway system in Karachi, an
omni-bus service in Karachi and Lahore, and a fleet of trucks inherited largely from the Second World War, mainly of British
origin, It was used largely for short-haulage (farm-to-market); the long-haul freight and passenger traffic was catered to by
the railways.

The first mention of transport planning in Pakistan is found in the First Five Year Plan (1955-60) when the Government
decided to establish the Pakistan Road Transport Board and announced a policy to increase road passenger long-distance
travel. As a result, 500 new buses were inducted in Karachi. An additional 1,200 buses—700 for Karachi Road Transport
Corporation and 500 for inter-city traffic through the West Pakistan Road Transport Board —were inducted in the next five
years, The First Plan period also saw the introduction of automobile assembling (cars, buses and trucks).

In 1960, the road transport sector was deregulated, and designated an ‘industry’. In theory, this opened access to formal
credit and other financial services. By the early 1990s, road traffic had quadrupled and the Government issued a policy to
increase the share of railways to a third of the freight traffic. Commensurate funding or priority however, was not allocated
to expanding the share of railways, thereby resulting in increasing dominance of the road sector. The 1991 Transport Policy
suggested the adoption of a bus-based public transport system, as compared to a rail-based mass transit system for the
metropolitan cities of Pakistan. The Prime Minister's Incentives Schemes to Revamp the Public Transport Scheme was
initiated by the Government in 1991 with an incentive package to import taxis, buses and mini buses for an efficient public
transport system. Some of the recommendations in the scheme were followed, particularly with respect to road building
and urban passenger transport.

Within the TLC sector, road transport Exhibit 5: Snapshot of Pakistan's Transport Sector
grew at an average rate of 6.2 percent

i T

per annum between 1991 and 2016 AT

et

while the average GDP growth rate 12 9 ,x‘"f ~_
during the same period was 4.4 1 3‘30/ 3.1 1

percent. In fact, even higher growth Million

. : of GDP people
for t.h|5 segment is fr::rresee.n due ti..'.r the L L employed )
projects under the China-Pakistan P - "~ e
Economic Corridor (CPEC). Section T S ~= .
2.6 has a detailed discussion on the
implications on the road sector due to 5 -40/0 1 1 -5 UA']
CPEC. of employment of GFCF
A comparison of the transport sector H“‘HH_H ,fiif:'ﬁ'“'m ’,,f"“":;‘:;,,_“ =
with other major sectors in the ~= 0 . il N
economy also demonstrates its 1 5 / 0 35%
importance in terms of contribution of public sector of total aner

gy

to GDP and employment (see Exhibits d“:"gj':;"‘"t consumed
6and 7). “_ spending _~ “_ annually g

Exhibit 6: Percentage Share of GDP by Major Sectors
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Source: Economic Survey Supplement 2016-17, Chapter 1, Table 1.2
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Exhibit 7: Employment in Major Sectors (Million)

24.27

5.00 280 *2° 3.07 ; 311 ;
201213 2013-14 201415
B Transport & Communication B Construction Agriculture

Sounce: Economic Survey Supplement 2016-17, Chapter 12, Table 12.11

As per a 2011 report by the European Union, road density in Pakistan is among the lowest in the region (33%)
compared to 133 percent in India and 150 percent in 5riLanka."" As per the 2016 Logistics Performance Index (LPI)
rankings by the World Bank, out of 160 countries Pakistan is ranked 68 with a score of 2.92 (see Exhibit 8 for
rankings of selected countries).” Ranked at number 1, Germany has a score of 4.23. In the South Asian region, India
fares better than Pakistan and is ranked 35 while Bangladesh is ranked 91.

Country RI;[:..Ik St::e Customs Inﬁasuuﬂm'&i;“"ﬂ:?:l CGLT?'IQPE:I:: - T;EE : Timeliness
Afghanistan 150 2.14 2.01 1.84 238 215 1.77 261
Bangladesh 87 2.66 2.57 248 273 267 2.59 290
India 35 342 3.7 3.34 3.36 3.39 3.52 3.74
Nepal 124 238 1.93 2.27 2.50 213 247 293
Pakistan 68 292 2.66 2.70 293 282 29 348
China 27 3.66 3.32 3.75 3.70 3.62 3.68 3.90
Germany 1 4.23 4.12 4.44 3.86 4.28 4.27 445
Iran 96 2.60 2.33 2.67 2.67 267 244 2.3
Turkey 34 342 3.18 349 EX Y in 3.39 3.75
Source: The World Bank. LP| Global Rankings, https:/ /Lpi.worldbank.crg/international /global /2016

Over the past nine years however, Pakistan has moved up the ranks and is considered a high performing
middle-income country.

However, some of the ecanomic gains that can be reaped from an efficient transport sector are lost due to the
sector's informal and fragmented nature, less-than-optimal performance and outdated fleet. Due to inefficiencies
in transport, the country reportedly suffers a loss of 4 to 6 percent of GDP annually."

"European Union. Road Freight Transpornt Sector and Emerging Competitive Dynamics,
http:trtapakistan.orgwp-content/uploads 201 6/01 Road-freight-transport-sector-and-emerging-competitive-dynamics_finalpdf

" The Legistics Performance Index (LP1) is a benchmarking tocl created by the Warld Bank. The LPI is a composite index composed of scores received on
Infrastructure, Timeliness, Tracking Systems, and Customs, among others. The index was developed to help countries identify the challenges and
opportunities faced in the domain of trade logistics,

"aanchez-Triana, Ermesto; Afzal, Javaid; Biller, Dan; Malik, Sohail; 201 3; Greening Growth in Pakistan through Transport Sector Reforms: Strategic
Emviranmental, Poverty, and Social Assessment. Directions in Development Infrastructure; Washington, DC: Waorld Bank



Exhibit 9: Logistics Performance Index - Trend for Pakistan

2007 2010 2012 2014 2016
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Source: World Bank, Connecting to Compete: Trade Logistics in the Global Economy, The Logistics Performance Index and Its Indicators, 2016.

2.2 Regulatory Framework and Key Stakeholders

The regulatory framework for the transport sector in Pakistan is governed by legislation and sub-ordinate
legislation at two levels of government—Federal and Provincial. These include the Motor Vehicles Ordinance,
Rules, Regulations and Standing Orders (governing registration, licensing, road worthiness, safety and standards),
the National Environmental Quality Standards (for emissions, the standard specifications) laid down by the
Pakistan Standards Institution, and the Engineering Development Board's Automobile Industry Development
Programme.

At the federal level, there are ministries for the respective modes of transportations. While the Ministry of
Industries and Production supervises and controls standards and manufacturing, the Ministries of Finance and
Commerce govern the import of vehicles and the fiscal regime respectively.

At the provincial level, legislation is implemented through the transport/communications department.
Furthermore, the provincial Home Departments control part of the implementation arm such as the Traffic Police.
It carries out motor vehicles examination (mestly for commercial vehicles), while the Excise Department is
responsible for registering vehicles.

Mational highways come under the purview of the federal government which is responsible for construction,
maintenance, toll tax and national highway traffic police. The provincial governments on the other hand, are
responsible for managing the construction, maintenance, and local taxes of link roads within their provincial
boundaries. The main policy and regulatory bodies are listed in Exhibit 10.

Box 2: Policy Imperatives for the Transport Sector

The transportation sector in Pakistan is governed by a mixture of old and new laws. There has been no implementation of
a Transport Plan or Road Transportation Policy in Pakistan. A draft law titled the Carriage of Goods by Road Act (COGRA),
was prepared in 2003 but has not yet been approved. The Trucking Policy of 2008 identified the need for change in the
sector, but was not formally adopted. Similarly, the Mational Transport Policy, developed by the Ministry of
Communications in 2012, was not approved. In 2017, the Government of Pakistan commenced a two year project, funded
by the Department for International Development (DFID) and administered by the Asian Development Bank (ADEB), to
formulate a National Transport Policy for the country. The plan seeks a safe, efficient, and sustainable transport system to
realize Pakistan's Vision 2025,

For the road freight transport industry regulations based on domestic legislation and international treaties/conventions
have been adopted by the federal government. Governance mechanisms in the sector can be divided into two parts: the
first is a set of policies to govern the equipment used by the sector, such as the manufacture/assembly of the freight
transport vehicles or its imports, while the second is the regulatory mechanism used to supervise the operations of the
sector.

With the advent of multimodal transportation, there is a need to update the legal regime to protect the interests of the
parties invalved under the modern commercial environment. This protection has to be in line with global standards and
conventions in order to satisfy the country’s trading partners. Given the potential to expand overland trade with Pakistan’s
neighbours and within the Economic Cooperation Organisation (ECO), Central Asia Regional Economic Cooperation
(CAREC) and South Asian Association for Regional Cooperation (SAARC) regions, it is paramount for Pakistan to modernize
its laws and strengthen enforcement.



Policy and Planning Implementation

Federal

Provincial

Planning Commission

Ministry of Commerce

Ministry of Industries, Special Initiatives
& Investment

= Engineering Development Board

® Pakistan Quality Standards Authority

= Board of Investment

Ministry of Law and Justice

® Ministry of Communications
= Mational Highway Authority
® Maticnal Highway and Motorway Police
= Ministry of Interior
® Law enforcement agencies (except military)

® Transport / Works & Services /

Communications Departments

& Chief Engineers Office

® Provincial/Regional Transport Authority
& Home Department

m Traffic Police Motor

® Vehicles Examiner
= Excise and Taxation Department

® Motor Vehicles Registration Wing
= LGRD Department

® District Governments

Planning and Development Department/Board
Law Department

® Urban Local Governments
8 City Development Authorities

In addition to the federal and provincial government bodies, key stakeholders involved in the sector, including
both formal and informal segments, are listed in Exhibit 11. Of these the following are defined as follows:

Auto Industry: There are around 22 companies that assemble and produce motor vehicles (including
passenger cars, buses, trucks, motorcycles, rickshaws, and tractors).' Allied to these corporates are around
1,700 formal automotive parts manufacturers in Pakistan.”

Truck Addas: Operators, managers, and owners of addas form the core of the trucking industry. They are the
agents between the trucker, the shipper, and the warehouse. At times, they also act as informal financiers for
the individual trucker,

Bus Addas: These are the main source of inter-city passenger transport in Pakistan.

Trade Associations: Associations of both the shippers and the vehicle operators strive for greater power in
negotiating terms and conditions.

Manufacturers’ Associations: These associations lobby to play a role in the policy making process of the
government for the automotive industry. They also collect statistics of the automotive sector.

Informal Producers: These have a significant presence in Pakistan and include services such as parts
manufacturing, body making, etc.

Exhibit 11: Suppliers and Vendors

® fAssemblers and Manufacturers
= Provider Associations

® APEOA, PIFFA, etc.
® Peripheral and Corollary Service Providers
8 Electro-Mechanical Repair and
Re-Engineering Workshops
= Body Building Werkshops
= Parts Dealers
® Food, Catering™

Producer Associations

= PAMA | PAAPAM | APMA

Farwarding and Clearing Agents
Logistics Companies

Couriers

Storage and Warehousing

Terminal and Transit Storage Operators
Transport Service Providers

"hittpyiwww. pama.cng. pk/home/members, PAMA,
A, 2011, Project for Automobile Industry Developrment Policy.
"Including the ublquitous chai khanas (tea shops).



Exhibit 12: Financial 5takeholders

State Bank of Pakistan: Announces the Annual Credit Policy and sets the
sectoral targets within this framework. Enunciates and administers the rules,
regulations and SOPs of the financial sector. Monitors the performance of the
financial sector institutions.

Banks and Non-Bank Financial Institutions Ranges from large commercial
(including but not limited to state and nationalised) banks, leasing companies
and microfinance providers.

Insurance Companies: They do not provide the mandaterily required Third
Party Liability against the death or injury of passengers on board, and also for
third parties. They also do not provide risk coverage for damage to and theft
of goods-in-transit.

Informal Professional Money Lenders: Include individuals and non-formal
organisations who lend at higher rates on flexible financing terms, mostly on
personal surety.

The transport sector mainly relies on financing from own sources (savings and sale of assets), loans from family
and friends, and through adda owners as these sources are relationship based and interest free. Lending by the
formal financial sector is largely reserved for medium to large transport enterprises, with few microfinance players
serving the rickshaw segment; ORIX provides leasing products for small trucking owners (as small as 3 - 5 trucks).
The stakeholders identified are listed in Exhibit 12.

2.3 Major Hubs and Corridors

Motorways and national/provincial highways constitute the major road networks of Pakistan. The national
highways and motorways constitutes less than 10 percent of the total road network but carry almost the entire
freight traffic. The busiest route is the north-south route of N-5 highway, running from Karachi to Tarkhum. The
route is 1,760 km and carries approximately 65 percent of inter city traffic and serves 80 percent of Pakistan's
urban population.'”

The provincial highways have two functions—they act as arterial roads catering to inter-district movements and
are an alternative to the national highway network in times of floods and emergencies. The major hubs and routes
in Pakistan can be seen in Exhibit 13.

Industrial hubs Trade Hubs Most trafficked routes
North: Peshawar-Charsadda- Karachi (Karachi Port and Karachi to Peshawar via Hyderabad-Multan-
Hasan Abdal Bin Qasim Port) Faisalabad-Rawalpindi

Central Punjab: Gujrat-Sambrial-

Lahore-Faisalabad Quetta-Chaman Sukkur to Quetta

Karachi to Quetta via the Regional Cooperation
for Development (RCD) Highway

South: Hub-Karachi-MNooriabad- N-5 Maticnal Highway segment Multan-Lahore-
Hyderabad Gujranwala-Rawalpindi

Southern Punjab: Multan-Ehanewal Peshawar-Torkham

VEwropean Union. Road Frelght Tramsport Sector and Emergl.ng Competitive Dynamics.
hittpyitrtapakistan.orgwp-content/uploads 2016701 /Road-freight-transport-sector-and-emenging-competitive-dynamics_final.pdf
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The northern industrial hub and the Quetta - Chaman trade hub fall on the western CPEC route, Therefore, they
are likely to see mare traffic once road projects under CPEC become functional.

Appendix A4 shows the major international trade corridors catering to the bilateral and multilateral treaties and
agreements, and Appendix A5 shows the proposed CPEC Programme which also includes the proposed Special
Economic Zones (SEZs)™ The national network of roads [Mational Motorways (existing, proposed and
under-construction) and Highways] is shown in Appendix A6.

24 Fleet Size and Capacity

The road transport sector consists of two distinct segments: for personal use, and for public hire. The former
consists largely of motor cycles, scooters, passenger cars of all sizes including 4-wheel drives (jeeps and station
wagons), suburban utility vehicles, and single/double cabin semi-trucks (used largely for recreational purposes).
The latter consists of both passenger and goods transport vehicles. Exhibit 14 shows further break-up of
commercial transport.

Exhibit 14: Commercial Transport

Para-transit and Transit Vehicles

n Tri-wheelers m Coaches [12 to 28 seaters)
® Taxi cabs ® Buses [36 to 65 seaters]
m Rent-a-cars = Luxury coaches [24 to 52 seaters]

8 Wagons [8 to 12 seaters]

Heavy Commercial Vehicles

= Rigid light trucks and tankers with/without refrigeration [up to 8 tonnes capacity]

® Rigid heavy trucks and tankers with/without refrigeration [up to 15 tonnes capacity]

= Articulated tractor-trailers [up to 56 tonnes capacity] - both with and without containers for either dry or
liquid cargeo or with/without refrigeration

Light Commercial Vehicle with/without Refrigeration

Pick-ups

u Light trucks [up to 800 kg capacity]
m Delivery vans

= Midi-trucks [up to 5 tonnes capacity]

Box 3: Availability of Data on the Transport Sector

Data on the overall size of the commercial fleet is available from two sources. The first is the aggregate major category-wise
data compiled by the National Transport Research Centre (NTRC) which is derived from data provided by the Provincial
Governments for the period from 2000-01.

The other source, generally inaccessible, is the detailed registration and on-road estimates maintained by the Motor

Vehicle Wings of the Provincial Excise and Taxation Departments (Motor Vehicle Registrations). The departments register
vehicles by capacity (weight and power) and for the larger vehicles by numbers of axles.

There is also a lack of accuracy in the available data due to the informal nature, especially of the trucking and passenger
transport segments.

See Appendix AT for permissible gross vehicle weight by axle load.

Exhibit 15 reveals that on the whole, passenger service vehicles grew by 4.4 percent and freight vehicles by 5.7
percent annually over the last fifteen years. The fastest growing segment among the passenger vehicles were
motor cabs and taxis (5.9 percent annually); while delivery vans were the fastest growing at 7.5 percent among the
freight vehicles.

"This is part of China's Belt and Road Express Program consisting of rail and road links to Europse and Africa.



Exhibit 15: Freight and Passenger Motor Viehicles on Roads (in 000s)

g 8§ 8 8 8 2

g

000-01 2007-02 1002-03 200304 2004-05 2005-06 2006-07 J00T-08 I006-09 200%-10 2010-11 201112 201213 2013-14 2014-15 2015-16
mgpes Totsl Passenger 2388 2738 1833 04 304 MWis 65 e 3381 3588 3T 3003 4N4 4168 438 455.2

= Total (Freight) 1811 388 354 3635 M98 W2 4355 4664 454 5123 52908 SALT 563 5836 6126 6355

Source: Economic Survey of Pakistan 2016-17, Statistical Supplement. Table 13.4, page Mo, 161,

2.5 Trade and Transit Volumes in Pakistan

The share of domestically generated cargo is 84.6 percent of total portage.”™ Estimates for 2015-16 can be seen in
Exhibit 16. Detailed data can be found in Appendix A8.

Exhibit 16: Composition of Gross Qutput 2015-16 (in 000

MANUFACTURING AGRICULTURE MINING LIVESTOCK
171,852 115,863 63,466 26,536
[ ] ] a [ ] [ 7% ]

Source: Pakistan Bureaw of Statistics; Production of Commaodities Tables,

According to the Pakistan Transport Plan Study (PTPS) Traffic Survey the major commodities in terms of tonnes
carried by trucks are ballast, gravel, stone, cement, fruit, fertilizer, wheat, bricks/firebricks, diesel, general
merchandise, flour/biscuit, and sand.” Exhibit 17 shows tonnage by commodity; the second part shows
freight-tonne kilometres.

Exhibit 17: Freight Traffic Volume by Commodity

Ballast, gravel, stone Fruit
Cement Cement
Fruit Fertilizer
Fertilizer Wheat
Wheat | Ballast, gravel, stone
Bricks/firebricks General Merchandies
Diesel ! Diesel
General Merchandies | Paddy and Rice
Flour/biscuit : Potatoes and Onion
Sand , Flour

i} 20 40 G0 a0 100 1] 5 | [v] 15 20 25 30

‘000 Tons Million Toen-Kms

Source: Japanese International Cooperation Agency (JICA); 2009, Pakistan Transport Plan 5tudy in the Islamic Republic of Pakistan [PTPS).
Issued but not publiched or approved; |slamabad.

"Domestically generated cargo is the total production by the domestic commaodity producing sectors,
 Japanese International Cooperation Agency (JICA); 2009, Pakistan Transport Plan Study in the 1slamic Republic of Pakistan [PTPS).
Isswed but not published or approved, lslamabad,
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Growth Potential Due to CPEC

2.6

The volume of exports from Pakistan to China has increased from PKR 54.9 billion (4% of total exports) in 2008-09
to PKR 153.8 billion (7%) in 2016-17.*' During the same period, the volume of imports also increased from
PKR 319.6 billion® (12 percent) to PKR 1,584.3 billion (29 percent).”® The volume of trade between China and
Pakistan is expected to further grow with CPEC. The CPEC Vision and Mission places a strong focus on regional
connectivity where port, transport, energy and IT projects do not take place in isolation but are intertwined.* In
terms of employment, it is estimated that CPEC will create approximately 700,000 direct jobs during the period
2015-2030 and add up to 2.5 percentage points to the country's growth rate. ™

The agriculture sector in particular will see a positive impact due to CPEC since China is investing heavily in the
development of eight agro-business corridors. Exhibit 18 shows corridors along the CPEC route with the 20
agricultural commodities that will be a key focus.®

The total CPEC investment for road development amounts to PKR 712 billion (USD 6,100 million). This amounts to
13 percent of the total investment by China, worth PKR 5.3 trillion (USD 46 billion).”” The transport and
infrastructure projects will cover 3,218 kilometres, consisting of highways, railways and pipelines. The Western
Route for CPEC is expected to pass through Gwadar-Turbat-Khoshab-Panjgur-Besima-Kalat-Quetta-Qila
Saifullah-Zhob-Dera Ismail Khan-Mianwali-Attock-Hasanabdal and onwards. The building of new and better roads
and highways will account for more vehicles on the road and for faster turnaround for freight and passenger
segments.?® The passenger segment is also expected to be positively impacted as housing facilities will be set up
along CPEC demarcated Special Economic Zones (SEZs).

While expansion in the road network is in itself a positive for business operators, there are concerns that once Pakistan
opens its borders to Chinese businesses, the local transport sector, especially the trucking segment, will face challenges
in competing with Chinese transporters. Old and obsolete vehicles would need to be replaced with newer, more
energy efficient vehicles with powerful engines which can commute over long distances without breakdown. It is also
likely that freight and even passenger traffic will shift from road to rail, given that per kilometre cost of freight by rail is
half of the cost incurred through road, especially over distances exceeding 500 kilometres.®

Due to CPEC related activity, a general increase in the financing in the commercial vehicle finance space is anticipated.
The financing requirement will ideally allow for replacement of old vehicles as well as addition of new ones.

Exhibit 18: Agro-Business Corridors along CPEC

Name of Corridor Regions Commodities
Wet Mountain Abbottabad, Haripur, . . .
Corvidor Mansehra and adjoining areas Fruits, vegetable, livestock, dairy and poultry products
Barani Lands , ) Groundnut, canala, mustard (edible oil), elive, honey,
Corridor Attock, Mianwali, Chakwal tunnel vegetables and livestock
Sandy Desert Faisalabad Zone Gram, wheat, pulses, millet, sorghum, guar,

(Thal Corridor)

vegetables, fruits

Morthern Irrigated
Corridor

Dera Ghazi Khan, Muzaffargarh
and Rajanpur

Wheat, pulses, cotton, sugarcane, rice, fruits such as
mango, watermelon, dates, vegetables, livestock, dairy

Sulaiman Belt

Corridor
(Rod-Koli Belt)

Dera Ghazi Khan, Muzaffargarh
and Rajanpur

Wheat, pulses, cotton, sugarcane, rice, fruits such as
mango, watermelon, dates, vegetables, livestock, dairy

Dry Western
Mountain Corridar

Parts of Balochistan

Dry fruits, pomegranate, sizable livestock

Paotohar Corridor

Parts of Punjab

Livestock, crops, vegetable, fruits

Southern Irrigated
Corridor

Kashmore, Khuzdar and
Jhal Magsi

Fruits, vegetable, livestock, dairy and poultry products

#pakistan Economic Survey 201314, chapter 8, table 8.4 and Pakistan Economic Sunvey 2017-18, chapter 8, table 8.3,

“pakistan Economic Survey 2013-14, chapter 8, table 8.7.

T pakistan Economic Survey 201718, chapter 8, table 8.5,

hitt pefvc pec.gov.plivision-missiony 3

2016, The Nation Mews, CPEC is an emblem of Pak-China friendship and the bedrock for future regional development.

®sindh Enterprise Development Fund, Government of Sindh (2016), Agro-business centres along CPEC route by Amin Muhammad,
7 Comversion rate: USD 1 = PKR 116.79

EDeloitte. How will CPEC Eoost Pakistan Economy?

Fpuhammad Ageel (2016), Impact of China Pakistan Economic Corridor,



3. OVERVIEW OF FREIGHT AND

TRANSPORT SEGMENTS

3.1  Freight Transport

3.1.1.  Overview

Pakistan's dependence on road freight has hovered close to 90 percent of the total tonnes/km transported.™ The
dependence on road transport is shown in Exhibit 19. Historical numbers can be found in Appendix A9.

Road freight transport grew at a rate of 6.2 percent between 1991 and 2016. However, the medium-term growth
rate from 2000 to 2016 slowed to 3.2 percent annually, largely because of the lower than trend growth estimates
for the 11th Five-Year Plan.”

Exhibit 19: Overland Transport Freight Traffic

Million Tonne Kilometres* Share (%)
Fiscal Year
Road Total** Road
2010/ 152,000 169,000 89.99%
201112 156,000 173,000 90.49%
2012113 160,000 178,000 90.24%
2013/14 165,000 184,000 89.67%
2014/15 166,000 187,000 88.94%
2015/16 167,000 188,000 88.86%
6.2% 5.5% Long-term growth 1991-2016
Trend
3.2% 3.3% 00-20
Hote:*metric tonnes carried times kilometres travelled
** Total = Road = Rail + Pipeline
Source:(a) Government of Pakistan, Finance Division: several issues; Pakistan Economic Survey, lslamabad; (b) Government of Pakistan, Pakistan
Bureau of Statistics; several issues; Pakistan Statistical Year Book, lslamabad; (c) Qil Companies' Advisory Committea; several years; Annual
Reports; Karachi; (d) Hational Transport Research Centre, Ministry of Communications; estimates prepared sporadically
Mote: Values are rounded to the nearest 1000

3.1.2. Composition and Ownership Structure

The freight fleet composition plying on an average day comprises of pick-ups, delivery vans, trucks, and tankers.
The first two categories (pick-ups and delivery vans) ply largely in the urban areas, while others are mostly for
inter-city traffic. Appendix A3 shows historical data of the number of motor vehicles on road in each category.
Cumulatively, the first two categories account for around 48 percent of the total freight vehicles counted in
2015-16.

The trucking segment in Pakistan mostly consists of old and technologically outdated trucks which offer relatively
low freight rates as shown in Exhibit 20, but have long transit times due to frequent breakdowns and overloading.

®Engineering Development Board. Trucking Policy Pakistan, hitp/fwww.engineeringpakistan.com/EngPak1/trucking/EXECUTIVE320SUMMARY. pdf.
Y Five year plans state the centralized economic plans and targets as part of the economic development initiatives of Pakistan, These are made by the
Ministry of Planning. Development & Reform,
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85 percent of the sector comprises of individual Exhibit 20: Truckload Freight Rates (2002)

OWNEers. I-!owever, despite being less prevalent, Country Perius et e o (e D)
partnerships are a more favoured mode of -

organisation, especially for enterprises that Pakistan 0015 -2
transport  non-agriculture  commaodities® | India 0.019 -0.027
Feedback from the Klls supports this view. One | Brazil 0.025 - 0.048
possible explanation is that expansion from [ nited States 0.025 - 0.050
single-ownership to larger fleet ownersh.ip is Central Asian Republics 0035 — 0.085
cumbersome. The preference for partnerships is -

likely explained by the fact that a larger number Australia iice

of vehicles enables owners to lock in contracts | China 0.040 - 0.060
with the producers of non-agricultural Source: The World Bank: 2006; Transport Competitiveness in Pakistan:
commodities, enabling partners to divide ;:;'L"::’;_L;:;‘;r;':ﬂ"ﬁﬂ;;:ﬂ:’:::,:,’::;i:;::: E:r"d“r Frogram,

responsibilities for fleet management and
operations. Where partnerships exist, these are between two individuals, with the exception of a few enterprises
that have as many as four to five partners. Exhibit 21 shows the relative size of firms in the road transport industry.

Property rights do not appear to be a problem as 93 percent of respondents in the study conducted by Innovative
Development Strategies (IDS) in 2007 stated that ownership is clearly defined.

3.1.3. Size by Employment

The I1DS survey discusses the employment pattern and states that majority of the businesses employ less than 10
employees on average. Most business owners employ full-time paid staff and only 8 percent of the businesses
surveyed had hired part-time personnel.

3.1.4  Trucking Segment Exhibit 21: Relative Size of Firms in the Road Transport Industry

The private trucking industry is dominated by a
large number of individual owners operating a
‘hire and reward’ (contracting) service. These
owners operate competitively at a small scale and
are part of freight stands also known as addas.
These freight stands also double up as

warehousing and loading terminals for 7%
break-bulk, walk-in cargo.® |
Small Medium Large

The higgESt ﬂpemtﬂr in the trucking i"dUStf‘ﬂ' isin Source: Study on the State of Domestic Commerce in Pakistan, Innovative
the public sector, namely the National Logistic Development Strategies (1D5), 2007.
Cell (MLC). It has a fleet of 800 large vehicles and a Mote: Small=<10 employees; Medium ~10-25 employees; large=-15 employees

market share of 10 percent in freight transport.** Major players in the freight segment are listed in Exhibit 22.

Exhibit 22: Major Players in the Freight Segment

® Mational Logistics Cell (MLC)™ ® Shakoor and Company Ltd
m Bashir Siddigue Logistics (Pvt.) Ltd* = Capital Marketing Service
= Agility Logistics (Pvt.) Ltdt & Pakistan Logistics Cell

® Shaheen Freight Company* ® Daewoo Express

"Public sector entity.  ‘More than 200 vehicles ie,, large firms,

3.2 Passenger Transport
3.2.1.  Overview

Exhibit 23 shows the trend of overland passenger traffic. During the period from 1991 to 2015, road passenger
transport increased at a trend rate of 3.4 percent per annum compared to the railways at 1.0 percent per annum.
In quantum terms, it increased from 131 million passenger-kilometres to over 282.5 million passenger-kilometres
(more than double). Historical numbers on overland passenger traffic can be found in Appendix A10.

B Ministry of Commerce, Government of Pakistan. Innovative Development Strategies (I05). An Overview of the Transport Sector. 2007,

B greakbulk cargo s freight which is too large to be transported on a single flat rack or platform. Typically, breakbulk cargo is loaded
across multiple flat racks on the deck of a vessel and them secured for shipment.

Hhttpitrtapakistan.crg/wp-content/uploads/2016/01/Road-freight-transport-sector-and-emerging-competitive-dynamics_final.pdf

BANKABILITY OF THE TRANSPORT SECTOR _



Exhibit 23: Overland Passenger Transport Traffic (Million Passenger Kilometres®)

300000
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0

Hote:* The transport of a passenger for one kilometre.

Source: (a) Government of Pakistan, Finance Division: several issues; Pakistan Economic 5urvey, Islamabad; (b) Government of Pakistan,
Pakistan Bureau of Statistics; several issues: Pakistan Statistical Year Book, Islamabad; (c) Oil Companies’ Advisory Committes; several years;
Annual Reports; Karachi; (d) National Transport Research Centre, Ministry of Communications; estimates prepared sporadically.

Exhibit 24 shows the total count in all categories of the passenger segment except Qingis as they are registered
as two-wheelers and private cars that are used for ride hailing purposes.

On Ra P o o 00 e
Year M. Cab/ Taxi Rickshaw Pick-ups Buses
2015-16 186.5 1181 166.3 150.6
Share 30.0 % 19.0% 26.8% 24.2%
Source: Government of Pakistan; Ministry of Finance, Economic Affairs and Statistics: 2017; Statistical Supplement Economic Survey 2016-17 Table 13.5; Pakistan,

3.2.2. Composition

Due to the near absence of large formalised public passenger transport companies in cities, the private sector
provides poor service through old buses, supplemented by three-wheelers, vans, taxis, wagons, mini-buses and
coaches in the urban and peri-urban areas.** Newer vehicles are generally used for inter-city routes.

Inter-city passenger transport services can be classified as either basic or luxury. Exhibit 25 provides a summary of
these services.

Basic Luxury
Segmentation Low Income segments Lower-middle class Middle to upper-middle class

Vi b ricl Coaches, b
ans, wagons, buses a Coaches, buses aches, buses,

Vehicl .
ehicles three-wheel transport rent-a-car, taxis

Old, rundown, prone to
Condition frequent breakdowns, Mewer, non-air-conditioned | Newer, air-conditioned
non-air-conditioned

Major players in the passenger segment are listed in Exhibit 26.

Exhibit 26: Major Players in the Passenger Segment

® Daewoo Express m Skyways
® Faizal Movers s O Connect
® Niazi Express Bus Service Ltd. = Bilal Travels

u Khan Brothers

B Metro systems have recently been introduced, or are underaay in large cities such as Lahore, Karachl, Islamabad, Multan and Peshawar. The reach of these
systems is limited and does not serve the entire need for public transport,
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3.3 Sector Contribution to the Economy

In the transport sector, the most commonly used performance measure is the value of GDP generated/operated
per freight- or passenger-kilometre. For freight, this relationship is expressed mathematically below:*

FECO, = GDP, / TKm,— (1)
or

FECO, = VART,/ TKm— (2)

In which:

FECO, = Freight Economic Contribution measured as GDP per tonne kilometre operated or as value added
per tonne kilometre in year t

GDP, = Gross Domestic Product at factor cost in year t

VART, = Value Added by the Road Transport Sector in year t

TEm, = Freight Tonne-Kilometres operated in year t

Exhibit 27 sets out the values of the denominators (total freight and FTKm) and the numerator (GDP and VART) for
the period 2010 to 2016. It also contains one of the output measures in quantum terms (trip length or average
distance). Using equation (1) and (2), the corresponding FECO has been computed.

Exhibit 27: Performance Measures

Years | TotalFreight | Freight-TKm |Average Distance|  GDP VART
(000 metric tonnes|  (million) (km} (PKR million) | (PKR million) B =Tai R A Ral
2012-13 370,458 160,480 43319 9,819,055 818,581 61.19 510
2013-14 390,271 164,813 42230 10,217,056 848,897 61.99 515
2014-15 398,089 165,874 416.68 10,629,661 8BB.045 64.08 535
2015-16 438,443 167,024 380,95 1,110,663 922462 66.52 552
Trend
(1990- 4.21% 3.19% -0.82% 4.37% 31.94% 1.17% 0.75%
20186)
sowrce: Appendix B3, B6 and B8
Maote: Total Freight = total freight tonnes in thousands
Fredght-TEm = total freight tonnes kilometres in millions (total frelght * average distance in km)

This analysis shows that in 2015-16, one freight tonne kilometre contributed PKR 66.52 to the GDP. For previous
years refer to Appendix A11. This contribution has been increasing since 2012. A major reason for this could be
the construction of new motorways in the past few years. This has not only led to increased efficiency of the road
transport sector but also a reduction in the average distance travelled. Furthermore, usage of road transport in
comparison to rail has increased overtime due to a shift away from rail because of delays and deteriorating
condition of tracks.

EThe same analysis can be done for passenger transport as well,



4. SECTOR ECONOMICS
AND FINANCE

Given that one of the key objectives of the study is to provide a national outlook on the sector with an in-depth
focus on financing mechanisms, a nationally representative sample was selected for the quantitative survey of
freight and passenger segments. The sample was spread out between three primary cities; Karachi, Lahore and
Peshawar, and three secondary cities: Mirpurkhas, Kasur and Charsadda. These cities were chosen to cover a mix
of vehicles e.g. those which move between major cities with industrial and trading hubs and those which move
between farm and market.

This chapter presents data and key information which has emerged from this survey. It also identifies patterns
found in the two segments and provides commentary on key issues and findings from the sector. The latter part
of this chapter discusses implications of these findings on formal sector financing.

The sample size of the survey is 5,201. Exhibit 28 shows the sample distribution by type of transport and province.

Exhibit 28: Distribution of Sample by Type of Transport and Province

N L Number
Passenger Freight Total
Punjab 1,032 1,427 2459
Sindh 676 897 1,573
Khyber-Pakhtunkhwa (KP) 359 501 860
Balochistan 129 180 309
Total 2,196 3,005 5201

An important thing to note is that besides the distinction between formal and informal financiers, two different
categories operate within the informal sector: informal money lenders who provide financing in terms of cash and
informal vehicle providers who provide vehicles on instalments.

4.1  Freight Transport

The sample size of the freight transport survey was 3,005. Freight ransport includes rickshaws, vans, pick-ups,
trucks and tankers, with each category of vehicle carrying different types of freight and having different cost and
expenditure patterns.

The respondent profile indicates that most freight vehicle owners (54%) are between 26-40 years of age,
35.5 percent are between 40-60 years and less than 2 percent are above 60 years. 21 percent of the respondents
could not read or write, while 40.9 percent claimed to have completed primary or middle school.

Data from the survey of freight transport owners shows that a majority of freight vehicles (in excess of 95 percent)
are bought from the local market, with a small number imported directly. Moreover, most vehicles purchased are
second-hand or used vehicles as shown in Exhibit 29. In terms of the route, most of the larger freight carriers ply
their goods inter-city and have no single, fixed route (see Annex B1).
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Exhibit 29: Condition of Vehicles Purchased and Source of Purchase (Percentages)

Condition of Vehicles Sources of Purchase
Used New m
Direct
Import 5 cyO
Local
Market 5 %

Source: Surey

Freight transport is affected by upward seasonal variations; predominantly the two festive seasons of Eid bring
about the highest increase in business operations. The Rabi and Khareef harvesting seasons also cause an increase
in demand in freight transport since agriculture comprises over 20 percent of the economy.?*” In the case of small
pick-ups, the impact is greatest as they are used to carry freight as well as passengers (see Exhibit 30).

Exhibit 30: Business Seasonality (Percentages)

Occasion when Business Increases Occasion Business Decreases
Eid Ul Azha [ 329 Strikes I 0%
Eid Ul Fitr I 7% Law and Order I 49°%
Khareef Season NN 15% Monsoon Season [ 0%

Rabi Season [ 22%:

The sale and purchase of old freight vehicles takes place mostly via word of mouth (57.6 percent) as indicated in
Exhibit 31. Information is exchanged between different transporters and flows quickly and easily through their
networks.

When considering selling a vehicle, owners tend to sell their vehicle when it gets too old as maintenance costs
start to rise steeply. Another reason is to profit from the sale. The owner gets a good price for a vehicle in running
condition, highlighting the presence of a thriving secondary market. Anecdotal evidence from Klls and FGDs
suggests, the sale of even a large vehicle can be accomplished in less than a month.

Exhibit 32 provides details of the prices of freight transport vehicles including costs of modifications and
registration. It also gives the estimated turnover, expenditure and profit which accrues to each type of vehicle.

Exhibit 32 also shows that regardless of vehicle type, substantial profits are being made each month by all type of
vehicle owners, even though cost of operations is high. The profit generated by a rickshaw, on average, pays for
the vehicle in about eight months. Small pickups, large pickups, small trucks and large trucks take 19 months, 28
months, 50 months, and 34 months respectively, to be able to cover the cost of the vehicle. Therefore in around
four years, not accounting for household and living expenses or other incomes, even large freight vehicles
generate enough profit to cover their cost.

Exhibit 31: Sale of Old Vehicles (Percentage of Owners Who Reported Sale of Vehicle)

Reasons for Selling Ways and Means of Selling
To Purchase Better Vehicle [N 25%: Market DG 21%
GotToo Old I 5 1% Word-of-Mouth I 55%

Hote: Detailed data is presented in Appendix B2

¥ pakistan Economic Survey 2017,
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Exhibit 32: Cost, Turnover, Expenditure and Profit by Type of Vehicle

(PKR)
mmm" Small Pickups | Large Pickups | Small Trucks | Large Trucks
Total Average Price® 206,130 556,165 1,865,438 4,907,368 4,945,501
Average Monthly Turnover 61,797 96,436 250,269 461,140 694,921
Monthly Average Expenditure 35,757 67,455 184,714 363,483 550,915
Average Monthly Profit 26,040 28,981 65,554 97,657 144,210
Profit Margin (%)* 42% 30% 260 21% 21%
*purchaze + modification + registration price
Profit margin = (Profit/ [Turnower))* 100
Haote: Detailed data on Expenditure by type of vehicle and is presented in Appendix B3.

As is to be expected in a highly informal sector, a large proportion of financing is primarily based on personal
sources. Exhibit 33 shows that almost every owner reported using their personal savings to purchase their
vehicles. Even those who bought and owned large trucks provided nearly PKR 5 million of their own personal
finances. Almost all purchases made include some amount of personal savings used; these could be used to make
part of the payment or even to pay nominal expenses to acquire the vehicle. Use of personal savings is not
mutually exclusive to use of formal or informal sources of financing. A vehicle can be partially financed from

personal sources and partially through a loan.

Given that very few vehicle owners make use of formal or informal financing (9 percent and 3 percent
respectively), these tables indicate noteworthy access to personal savings/financial resources.

Exhibit 34 shows that only 259 out of a sample of 3,005 owners (less than 10 percent), took loans from financial
institutions. 135 of these loans were taken to finance the purchase of small pick-ups and 60 were taken to finance

small trucks.

The 3 percent which took loans from the informal sector constitutes 98 respondents; 27 took loans from an
informal money lender, while the remaining 71 bought vehicles on instalment from an informal vehicle provider
(for city-wise breakdown for providers of vehicles on instalments refer to Appendix B4). For the latter, the highest
incidence was for large trucks (34 people bought vehicles on instalment). The average cost of these large trucks
amounted to PKR 5.16 million. Of the 27 who took loans from informal money lenders, eight took loans for
rickshaws, averaging PKR 151,000. The lowest quantum were for large pick-ups where only two respondents were
found to have taken a loan, averaging PKR 350,000.

Barcs 0 v
Total

Personal Sources 99%
Bank/Leasing Firm 9%
Informal Market 0%

“Personal Jources = Personal savings, selling of assets, selling of livestock, and

barrowing from friends/family

[Source: Survey]




Exhibit 34: Characteristics of Formal & Informal Financing - Loans in the Freight Sector by Type of Vehicle

Three-
Small Large Small Large
Source heeler Total
Rickshaws Pickups Pickups Trucks Trucks
Count 8 7 2 3 7 27
Infermal Money ]
Lender ‘[irﬁ{%mn . 151,000 450,000 350,000 600,000 1,209,000 567,000
Count 8 4 7 18 34 Fal
Infarmal Vehicle i
Provider ﬂfr?n}L.m" T 190,000 520,000 1,514,000 | 1,497,000 | 5,159,000 | 3,288,000
Count 10 135 £l a0 23 259
Banks/ Leasing )
Firm ‘;,”}?R%““ s1ze 253,000 226,000 1,917,000 | 1,298,000 | 2647000 893,000
Hote: Detailed data in Appendix B5, B6, and B7.
[Source: Survey]

Exhibit 35 shows the break-up of personal sources used to finance the purchase or modification of vehicles.
Personal savings and asset sales are found to be the major sources of finance for individuals who use personal
sources to purchase vehicles. Owners tend to fiannce their purchase using multiple sources, such as combining
personal savings, asset sale and some interest free borrowing.

Perce 0 R d
Total
Personal Savings 98.1
Selling Assets £y
Selling Livestock 9.9
Finance-Friends/ Relatives 14.1
Figures are percentages.
* Multiple Response Question

Exhibit 36 shows the average amount of financing used to purchase a certain type of vehicle. The respondent
could have used multiple sources (e.g. both, personal sources and informal markets) therefore the amount does
not accurately represent the price of the vehicle purchased.

Exhibit 37 shows that in the freight transport sector, the time taken to acquire a loan from an informal money
lender was considerably short, reported at 20 days. The same is the case with getting vehicles on instalments
where transaction times are shorter by 37 days. In the freight sector, even informal sources of funding required
formal land deeds and other documents as collateral in 23 percent of instances.

Exhibit 36: Average amount of Financing by Source of Finance

(Rupee Average of Owners Who Reported the Source)

Thmlm” Small Pick-ups | Large Pick-ups | SmallTrucks | Large Trucks

Personal Sources® Mean 199,000 517,000 1,708,000 4,808,000 4,726,000
Banks/ Leasing Firm | Mean 253,000 226,000 1,917,000 1,298,000 2,647,000
Informal Market Mean 175,000 446,000 794,000 1,384,000 3,375,000
[Source: Survey]

*Personal Sources = Personal savings, selling of assets, selling of livestock, and borrowing from friends/ family
MHote: Values are rounded to the nearest 1,000
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Exhibit 37: Characteristics of Formal & Informal Financing in Freight Sector

Formal Sector Informal Sector
P Bank / Leasing Informal Informal
Characteristics Company Loan Money Lender Vehicle Provider
N= 259 N=27 N=T71
Loan Size [ Last Vehicle Avg. Loan in Rupees 892 568 567,222 3287667
Purchased on Instalments
Loan processing Time / Avg. Days 55 20 18
Vehicle Delivery Time
Down Payment Avg. Rupees 98,847 0 761,250
Land/ Home Documents 66 23%
Collateral Vehicle Documents 33% 41% Not Applicable
Personal Guarantee - 15%
Mathing 5% 19%
Loan Payback Period Avg. Months 48 26 48
Maonthly Instalment Paid* | Avg. Rupees 16,536 21.816 52,634
Interest/ Profit** Avg. % 19 35 34
Extra Time Given 78% 59% T9%
If Instalment
Not Paid on Time Penalty Charged 1% 7% -
Vehicle Confiscated 21% 33% 21%
Haote:
“Monthly Instalment Faid = (Loan size - down payment) / Loan payback period
** The interest rate was calculated using different variables obtained.
Formula:
P = Present Value
A = Compound Amount = P{1+r)n
r = Interest Rate = (A/P)1/n) -1
n = Humber of pericds
A = Years taken to repay loan*monthly instalment® 12
P = Loan amount - Down payment
n = Years taken to repay loan
Detailed data in Appendix B3, Bé and BY.

Institutions from which loans where accessed are presented in Appendix B8.

Appendix B12 shows that between to 2 - 5 percent of all the respondents had contractual agreements with
companies to transport their supplies or final goods. Of these, the most number fall in the small and large truck
category. These agreements vary in terms of tenor and payment frequency; monthly payments and payment on
delivery are both common. Modes of payment used under these contracts are cheques or bank transfers, with
only small transporters being paid in cash. Existence of these contracts can be used by financial institutions to
gauge payment capacity and cash flows of a potential borrower.

There was almost no insurance undertaken by freight sector vehicle owners (see Appendix B10). The owners
take full responsibility for vehicle wear and tear and are responsible for all vehicle maintenance. According to Klls,
financial help from friends and families is also available to meet emergency expenditures.

It is found that on average, most of the respondents own one vehicle and employ two workers per vehicle
{break-up by category of vehicle can be found in Appendices B11, B12 and B13). Surprisingly, a large majority of
freight vehicle owners had no intention of expanding their fleet as reflected in Exhibit 38. Amongst those who
wanted to expand their fleet, they were primarily reliant on personals savings as their source of finance. Different
reasons were given for not expanding their fleet, which include: the perception that the market is saturated at the
moment, personal savings were insufficient, and that there was lack of trustworthy and capable human resource
to entrust with expensive assets.

According to Klis, if vehicles are not managed and driven by owners, then margins go down by 20 percent to
30 percent because of pilferage by staff.
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Exhibit 38: Intention to Expand

Intend to Expand Reasons For Not Expanding
60%
23%
11%
4%
. [ ]
Perceived Lack of Lack of Legal High Risk
Market Capital Quality Barriers
Saturation Human
Resource

" Yes m Mo

Figures are column percentages
[Source: Survey]
Note: Detailed data in Appendix B14.

50 percent of the respondents have bank accounts and 42 percent are ATM card holders while 26 percent use
smartphones with the rest using functional phones. 74 percent of freight transport owners visit a bank at least
once a month (see Exhibit 37). 69.5 percent pay bills at the bank, 22.6 percent use savings services and
18.6 percent use cash transfer services. Only 1 percent of respondents reported not having a bank account. This
shows that at least some of these owners have a banking history. Accordingly, banking products related to the
transport sector could be marketed to the banks' users.

Exhibit 39: Freight Transport Sample - Banking Practices of Respondents

Bank Visits Purpose of Bank Visit Banking Services Used

u Daily il
700 42%

'Weekly

= Maonthly

m Quarterly

o 19% 3% -

ear
1% 5%
N =

Faying  Cash Saving Bank ATM  Credit Intemet Mobile
Bills  Transfers Account  ord Card  Banking Banking

Multiple Response Question
[Source: Survey]
Note: Detalled data in Appendix B15.

Exhibit 40 provides information on how cash is managed in the sector. The sector primarily operates on a cash
only basis as evidence through the survey shows that 77.7 percent of respondents (owners) collect payments
themselves at the time of booking. It also shows that owners manage and supervise financial transactions
themselves for fear of being cheated by their drivers and supervisors. However, in the case of very large trucks and
because some owners own more than one truck, there is some delegation of responsibility in cash management.
Where drivers are employed, 70 percent of the owners give their drivers travel expenses in advance, while
19 percent of owners reimburse expenses to their drivers upon completion of a trip.
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Total (%)
Owner 717
Whao collects the revenue generated Driver 19.9
by vehicles? Mo Response 1.3
Adda Operator/ Manager 1.1
In Cash 201
Mo Response 1.4
If someone other than owners Bank Transfer 06
collects it, how is it
transferred to the owner? Through Petrol Pump 0.2
Easy Paisa 01
Hawala 0.1
Cwner gives to driver 69.8
Who gives money to the driver Driver bears and is reimbursed later 189
for the expenses that he bears Self-Driver 6.2
during a trip? Owner's manager gives to driver 1.9
Adda manager gave to driver 0.6
Figures are column percentages
Multiple Response Chsestions
[Source: Survey]

4.2 Passenger Transport

The sample size of the passenger transport survey was 2,196. Passenger transport includes rickshaws, taxis,
wagons, standard buses, deluxe buses, and super deluxe buses, with each category of vehicle carrying different
passenger loads, and having different cost and expenditure patterns.

Regardless of the type of vehicle (ranging from three wheeler rickshaws which cost around PKR 193,060 to super
deluxe buses which cost PKR 8.2 million), there are some consistent patterns. Firstly, almost without exception,
passenger vehicle owners, regardless of type of vehicle had purchased the vehicle in the local market. The only
exceptions are wagons (where around 11 percent are imported), and a few buses which are imported. Smaller and
cheaper vehicles, such as rickshaws and taxis, are invariably purchased in the local market.

As can be seen in Appendix B18, old vehicles cost more than new ones. Old vehicles have already been modified,
whereas, for new vehicles modifications have to be made after they are purchased enhancing its load and
passenger capacity. Hence, the modification cost is reflected in the higher purchase cost of older vehicles.

Exhibit 41: Cost, Turnover, Expenditure and Profit by Type of Passenger Vehicle (PKR)

. Taxi/ Rent Standard Super Deluxe
Rickshaw Wagon Deluxe Bus
A Car Bus Bus
Overall Amount
(purchase price+maodification 204,899 843989 1,155,323 2,591,670 3,265,770 8,395,860
+ registration
Average Monthly Turnowver 47 B57 77,380 130,827 166,085 2554458 342539
Expenditure 24,836 46,255 91,876 113,622 149,815 171,969
Average Monthly Profit 23,013 31,060 38,951 52443 105,633 170,570
Profit Margin®(%) 48% 40% 30% 32% 41% 50%
[Source: Sunney)
*Profit margin = [Profit / (tumowver]) x 100
Note: Detailed data in Appendix B19

22



Exhibit 41 shows that average monthly
profit increases with the size of the vehicle
although profit margins do not always
follow the same pattern. Rickshaw, taxi,

Exhibit 42: Source of Financing for Purchasing and Modifying Vehicle

(Percentage of Owners Who Reported the Source)

deluxe and super deluxe segments have | parsonal Sources* 995
margins over 40 percent.

Bank/Leasing Firm 8.5
Since modifications are made by owners

Informal Market 3.2

after the purchase of a vehicle and play a

role in determining the final cost of the
vehicle, it is possible that many formal
sector financial institutions may not
willingly agree to changes and

Figures are column percentages

* Multiple Response Question

[Source: Survey]

*Personal Sources = Personal savings, selling of assets, selling of livestock, and
barrowing from friends/family

Hote: Detailed data In Appendices B21 - B24.

modifications being made on products

that they finance. Some degree of flexibility will have to be part of any loan agreement.

Only 8.5 percent respondents, took loans from the

. formal financial sector to purchase their vehicles as

shown in Exhibit 42. This was the case for both new
and used wvehicle. The largest proportion of loans

were attributed to Habib Bank Limited (HEL) and

Telenor Bank, shown in Appendix B24.

Exhibit 43 shows that, similar to freight, personal

v i .' ., 3
Total
Personal savings 08.4
Selling assets £89.5
Selling livestock 6.6
Friends and relatives 137

savings and selling of assets have been found to be
the major sources of finance for operators to purchase

Figures are column percentages
* Multiple Response Question
[Source: Survay]

vehicles. Financial institutions can tap this market by
making the borrower aware of using these assets as
collateral to obtain loans.

Most of the loans taken through formal means were used to finance taxis. This might be because of a rise in the
use of cab hailing applications in Pakistan (see Exhibit 44).

Exhibit 45 provides details on loan amount acquired, payback period, interest payment, etc. There are a number
of key observations with regard to the formal financial sector which need to be contrasted with the informal
financial sector. Time taken to process a loan is considerably shorter in the informal sector while interest rates are
higher in the informal market (37 percent for informal money lenders, compared to 18 percent for formal lending).
Loan amounts shown in the table do not reflect the price of the vehicle, however, in the case of informal vehicle
providers, the amount shown reflects the price of the vehicle as the entire vehicle is obtained on instalments.

Exhibit 44: Characteristics of Formal & Informal Financing in Passenger Sector by Type of Vehicle

. Taxi/ Rent Standard Super
Source Rickshaw A Car Wagen - Deluxe Bus Deluxe Bus Total
Count 3 4 3 B ] ] 24
Informal
Money Average
Lender Loan size 123,333 237,500 683,333 962,500 - 3,566,667 135297
(PKR)
Count 25 5 1 13 3 1 48
Informal
Vehicle Average
Pravider Loan size 261,160 370,000 750,000 1,875,000 1,066,667 | 18,000,000 | 1,139667
{FKR)
Count 14 &5 4 53 3 27 186
Banks/
Leasing Average
Firrm Loan size 162,857 314,859 650,000 479,434 1,900,000 2,814,815 745,984
(PKR)
SoUrce: Sunsey
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Exhibit 45: Characteristics of Formal & Informal Financing
(Informal Money lenders & Informal Vehicle Providers)

Formal Sector Informal Sector

R Bank / Leasing Informal Money Infarmal Vehicle
Characteristics
Company Loan Lender Provider
N=186 N=24 N= 48
Loan Size / Last Vehicle i
Avg. L R 745,984 1,352,917 1,139,667
Purchased on Instalments s LRSS ! U e
Loan processing Time /
. . Avg. D 68 5 3
Vehicdle Delivery Time KD s
Dovwen Paymenit Avg. Rupees 114,296 0 349,729
Land
nd/ Home 88% )
Documents
Collateral Vehicle Documents 3% 58% Mot Applicable
Maothing 2% 4%
Personal Guarantee - 38%
Loan Payback Period Avg. Months 36 34 39
Manthly Instalment Paid® Avg. Rupees 17,547 39,792 20,255
Interest/ Profit™ Avg. % 18% 3790 4%
Extra Time Given 50% 33% 60%
If Instalment Not Paid on Time Penalty Charged 3% 38% -
Vehicle Confiscated A8% 299G A0%
Maote:
*Monthly Instalment Paid = (Loan size - Down payment) / Loan payback period
** The interest rate was calculated using different variables obtained,
Formula;
P = Present Value
A = Compound Amount = P(T+rn
r= Interest Rate = (APK1/n) -1
n = Number of periods
A = Years taken to repay loan*manthly instalment® 12
P = Loan amount - Down payment
no=Years taken to repay loan
Detailed data in Appendix B26, and B27.

It is not surprising that the informal sector, in terms of employment, management, and maintenance, dominates
the overall road transport sector in Pakistan. This has important implications for financial service providers in the
formal sector.

Itis clear that in the case of processing of a loan for vehicle purchase, the informal sector takes one-twelfth of
the time taken by the formal sector. Similarly, in terms of collateral requirement, rather than other assets such
as a house/property which is required by formal sector institutions, the informal sector loan is mostly granted on
the basis of social collateral and vehicle documents,

Exhibit 46 highlights why owners do not use the formal financial sector and provides a host of reasons which
mainly include the collateral requirement, the difficult process of taking a loan, and interest rates. Even though
interest rates charged by financial institutions are lower than informal sources, respondents quoted interest rate
as a deterrence for obtaining formal loans in comparison to using personal sources which do not involve interest.
It could not be ascertained whether the respondents had any knowledge of prevalent interest rates in the formal
financial sector.
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Exhibit 46: Reasons for Not Using Formal Sources of Finance

(Percentage of Owners Who Obtained Loans from Informal Sources)

63% 63%

38%
21% 17% 25%
. 4%
| | | I
Lack of Difficult Time- Too Much High ~ NMotlslamic Lack of
Adequate Process Consuming Paperwork Interest Awareness
Collateral Process

* Multiple Response Question
Note: Detailed data in Appendix B28,

Average loan size taken for super deluxe buses is found to be the largest at PKR 3.57 million and the smallest is for
rickshaws which amounts to PKR 123,333. However the average interest rate is about 37 percent for loans on any
vehicle type.

Another key finding of the survey is that almost no owners buy their vehicles on instalments and prefer to buy
them through outright payment from personal savings.

Almost none of the owners insure their vehicles.® This is even the case in the relatively expensive super deluxe
buses. Reasons for not insuring are given in Exhibit 47.

It is found that on average, most of the respondents own two vehicles, however in the case of deluxe buses the
average number of vehicles owned is five. Consequently, the average number of workers employed per vehicle for
deluxe buses is three while one worker is employed on average for other categories (details can be found in
Appendix B32).

Perhaps one of the most surprising findings from the passenger vehicle survey is that an overwhelming majority
of existing owners do not want to expand their fleet. The chief reasons, as evidenced in the survey, are lack of
capital (76%), perceived market saturation (34%) and lack of quality human resource (27%). This shows that there
is room for formal financial intervention to not just provide capital to the owners but also expand outreach
through the effective service delivery of tailored products.

Exhibit 47: Reasons for Not Insuring Vehicles

(Percentage of Owners Whe did not Insure their Vehicle)

34% SE
29%
13% i%
Insurance Product Too Costly No Benefits Cumbersome to Not Islamic
Unavailable Claim Insurance

* Multiple Response Question

[Source: Survey]

= appendices B30 and B31,
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Exhibit 48: Intention to Expand (Percentage)

Intention of Expand Reason for Not Expanding®

76%
34% 27%
18%
. m =
[

Perceived Lack of Lack of Legal High
Market Capital Quality Barriers Risk
Satuation Human
MYes M No Resource
Figures are column percentages
* Multiple Response Question
[Source: Suney]

Even though a small proportion of existing vehicle owners are interested in buying new vehicles, those who want
to purchase new vehicles intend to do so through their personal savings (Exhibit 49).

Although a huge proportion of transactions in the passenger transport sector take place informally, an interesting
finding from the survey is that 50 percent of owners have bank accounts and more than 70 percent visit a bank
at least once a month as shown in Exhibit 50. This implies that owners are already somewhat familiar with
banking processes which should make different and new financial transactions in the future, much easier. Owners
mostly visit banks to pay bills or execute remittances, and more than 37 percent have ATM cards.

Despite some familiarity with minimum banking facilities and services, owners do not have much information
about the full range of banking services. Nevertheless, an argument can be made that these owners are not
completely unaware of banking services, and additional interactions with bank staff can lead to awareness of
banking services and products. Banks and other financial institutions will need to fill this knowledge gap by
targeting users of the financial products and services already being used.

Exhibit 49: Expected Sources of Financing by Type of Vehicle and Source of Purchase
Vehicle Intended to Purchase ' Expected Sources of Finance*

48%

21%
78%

2%
17%
L ) 59
—
— I:_:;rsima'l Ii:‘nrs! Cammh::rlnn
RICKSHAW  TAXI/RENT WAGOM  STANDARD  DELUXE SUPER g FI:I_:“ M“g:m“t
A CAR BUS BUS DELUXE BUS

* Multiple Response Ouestion
Note: Detalled data in Appendix B32
[Source: Suney]
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Exhibit 50: Banking Habits of Passenger Transport Owners

Bank Visits ; Purpose of Visit

|
I B83%

m Daily |

n Weekly :

= Monthly |
| 26%

S 14%

. Yearly | |
|
! Pay Off Bills Cash Transfers Saving

Exhibit 51: Bank Services Used by Passenger Transport Owners

Banking Services Used

3096
209
109
o N — —

Bank Account ATM Card Credit Card Internet Banking  Mobile Banking

Figures are column percentages, Except Averages
[Source: Survey]
Hote: Detailed data in Appendix B33

Money management practices in the passenger segment are found to be the same as in the freight
segment—mostly owners collect the payments directly and the majority of transactions are cash payments.*

4.3  GDP Multiplier

Using available literature and primary data collected during the study, multipliers have been calculated for the
freight and passenger segments of the road transport sector. The multipliers are computed based on the change
in overall output due to change in investment.

Exhibit 50 highlights some key features of the road transport sector drawn from the survey findings. Based on the
survey, it highlights the financial costs and expenditures incurred in the sector.

The total expenditure incurred by nearly half a million vehicles in the passenger and freight sector is more than
PKR 1.8 trillion (USD 13 billion).* The table also provides a breakdown of various components of the expenditures
incurred by the industry. The Gross Value Added by the Industry is around PKR 1.2 trillion. The multiplier for the
road transport industry at 1.24, suggests that a PKR 1 million investment in the sector is likely to generate a GDP
equivalent of PKR 1.24 million. Therefore transport is a high growth sector with increasing expansion allowing for
substantial returns to be made as new investment moves into this sector.

Appendix C1 shows that in the freight segment, three-wheeler rickshaws and small pick-ups have the highest
contribution to GDP with multipliers of 3.94 and 2.30 respectively.

Similarly, in the case of the passenger segment, rickshaws and wagons have the highest multipliers of 3.24 and
1.70 respectively.

" appendix B35
“Conversion rate: USD 1 = PER 116,79
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Exhibit 52: Input Output Matrix & Multiplier Based on Survey Data -Road Transport

Freight Passenger Total (Freight + Passenger)

(PKR Million) (PKR Million}) (PKR Million)
Regular Expenditure (i) 1,304 495 238,518 1,543,013
Unexpected Expenditure (ii) 147,202 37,50 184,793
Expenditure on Modification (iii) 43,994 10,269 54,263
Expenditure on Registration etc. (iv) 29,306 B578 37,584
Intermediate Inputs (A =i +ii +iii + iv) 1,524,997 294,956 1,819,953
Indirect Taxes (B) 16,332 3,695 20,027
Salary and Compensation (v) 274,023 95,782 370,805
Earning Surplus (vi) 528,333 222 566 750,899
Depreciation Amount (vii) 115,105 60,566 175671
Gross Value Added [ € = v 4+ vi +vii) 917,461 379,915 1,297,376
Gross output (D= A + B+ C) 2,458,790 678,566 3,137,356
Input-Output Ratio (A/D) 0.62 0.43 0.58
GDP Multiplier 1.67 0.92 1.24
Note: For the computation above, unit figures for expenditure (i, i, il and iv), salary & compensation, earning surplus, and indirect taxes amount were taken

from primary data. Using figures for number of vehicles in freight and passenger categories from the economic survey, the total intermediate inputs and
gross value added were caloulated.

Depreciation was calculated through extracting price and life of asset from primary data.

The GDP multiplier was calculated by computing the effect of increasing the number of vehicles in the segment and gauging the change in gross output,

4.4  Key Issues for Financial Intervention

More than 95 percent of financial transactions conducted to purchase vehicles, passenger or freight, take place
through personal savings of the proprietors. Therefore there is a huge potential in the market that could be
exploited by financial institutions.

How does a financial institution expand outreach in a market where penetration is low? Owners buy vehicles
outright, and mainly through their own savings, sale of assets and personal income. This implies that owners do
have access to collateral. Further there is an opportunity for financial institutions since the main reason why
owners do not expand their fleets is shortage of capital.

Completely independent operators will find it difficult to enter on their own and need to go through existing
channels (mainly social networks). The social capital (conceptualized as the cultural and economic relations within
the transport sector) might not allow ease of entry unless some prior informal social criteria are met, such as
personal networking with the potential clientele. During Klls, it was made clear that while entry is easy, it requires
social connections and introductions for new entrants. Hence, new financial intervention will need to bridge not
just the large financial gaps potential buyers face, but also access specific social networks. A potential entry point
may be locating branches near major transport hubs, allowing greater access for vehicle owners as well as aspiring
candidates. Informal financing is obtained mainly from Lahore and Karachi for all category of vehicles. Peshawar
was cited by respondents owning large pick-ups and large trucks.

As discussed earlier, familiarity with the banking sector might allow some ease of entry into the formal financial
sector. Furthermore, their bank account statements can be used by financial institutions in the loan
documentation process. The financial profile of transport owners is different from typical microfinance clients in
the rural or urban sector. The transport sector, given its scale and financial issues, is more similar to the SME sector
than the microfinance sector (investment size required is large). However, rickshaw owners can be added to the
microfinance segment as investment required is small.
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In the passenger segment, it is found that on average, most of the respondents own two vehicles, however, in the
case of deluxe buses, the average number of vehicles owned is five. The deluxe bus segment is therefore a
potential entry point into the transport segment.

For any financial institution who is willing to provide financial resources to the freight and passenger sectors, it will
be far easier to locate and provide loans to those prospective owners who have at least three vehicles. This will
lower the transaction costs of financial intervention and could also address the issue of collateral.



5. ACCESSTO
FINANCE

A number of investors and financial institutions are exploring entry and expansion options into the transport
industry. This chapter provides more information on formal financing that is available to the transport industry.

From the Klls with financial institutions, it was found that transport sector lending, especially to the small and
medium enterprise (SME) segment is limited. Transport sector financing data is given in Exhibit 53 and shows that
less than 20 percent of the total outstanding portfolio goes towards SME enterprises within the transport and
logistics space. For motor vehicles, trailers and semi-trailers financing is even more constrained at less than 10
percent of the amount outstanding in the category. Compared to overall outstanding advances to the private
sector in December 2017 of PKR 4,100 billion, transport setor financing accounted for approximately 6.3 percent
with SMEs in the segment being 1.2 percent. Giving that the transport sector contributes approximately
13 percent of GDP, formal financing available to the industry is undoubtedly inadequate,

Exhibit 53: Transport Sector Financing by Type, Category and Size

) " Transport, Storage and Motor Vehicles, Trailers Other
E#fﬂt?mmmgﬁq;t the Communications and Semi-Trailers Transport Equipment
PER % PKR % PKR %
Export Export Finance 98 0.04% 135 0.51% 20 0.28%
Financing Others 406 0.18% 35 0.13% 65 0.91%
Import Financing 1,100 0.48% 3157 12.03% 549 1.72%
ool 00 1256 : : 0.00% : 0.00%
Working Capital | Small Loans 759 0.33% 2,507 9.56% 131 1.84%
/ Short Term Others 26,271 15.90% 13,327 50.80% 5,886 82.73%
Fixed LTFF - 0.00% 81 0.31%% . 0.00%
Investment/ Small Loans 3,497 1.53% 409 1.56% 14 0.20%
AL Others 175,768 77.03% 5,001 19.06% 439 6.17%
Bills Inland Bills 8,991 31.94% 79 0.30% - 0.00%
Pun:hgﬂd Import Bills 7 0.00% 1,500 5.72% 1 0.15%
B Discounted) s 20 0.01% - 0.00% - 0.00%
Total Qutstanding 228173 100.00% 26,232 100.00% FARES 100.00%
Advances Other than SMEs | 183,199 80.29% 23676 90.26% 6,576 92.42%
Ii,‘;fﬁﬂ., SMEs 44974 19.71% 2,556 9.74% 539 7.58%

Source: http:/ /www. ibp.org. pk/ecodata/By-type-of-finance.pdf
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Variations among players also exist. At the time of the Klls, Sindh Modarba had ten active loan clients in the
transport segment while ORIX Leasing Pakistan (OLP) had 600 clients (see Exhibit 54). Meezan Bank and Dubai
Islamic Bank had 200 and 125 active clients, respectively. Most financial institutions lend to known and established
large or medium transport companies. Fleet financing has also taken off, with Alfalah Bank, HBL and Meezan Bank
being active players. Some microfinance banks have financed smaller vehicles, primarily the three wheeler
rickshaw. With over 1 million commercial pasenger and freight vehicle recorded, these numbers again indicate
the severe inadequacy of the level of financing available.

0 P OH = 0
0 ¥ of B Po olio 0 Po ollo 016

PKR % PKR %
Goods Transport 6,350,804,348 205 5,220,592,81 16.9
Public Transport 2,360,843,903 76 2,102,906,241 6.5
Vehicle Leases/Loans to Individuals 5679447495 18.37 5,691,732,150 18.45
Total OLP Advances 30,032,283,725 100.0 29,719,425980 100.0
Source: ORIX Leasing Pakistan. Annual Repaort 20017,

OLP is a key player in the transport lending space, with plans for further expansion: “Commercial vehicle segment,
in particular, has been instrumental in OLP's growth in the past few years and this trend is likely to continue with
CPEC. Goods transportation sector currently accounts for 21% of the Company's high quality portfolio. Vehicle
lease and financing to individuals was the next largest category maintaining a share of 17% in total portfolio as the
Auto industry continues to show strong grow which is likely to continue with increase in domestic capacity.™'

Overall, a number of respondents stated a preference for lending to the freight segment versus the passenger
segment.

Key features of some prevalent fleet financing products can be found in Exhibit 55.

Box 4: Public 5ector Financing of Transport Schemes

In 1993 the Yellow Cab Scheme was launched by the Government of Pakistan, Financing was provided by Habib Bank (PKR
8 billion), United Bank (PKR 3 billion) and Mational Bank (PKR 1 billion). Under the scheme, 65,000 vehicles were provided
on 10 percent down payment with a 10 percent mark up. Most of the vehicles under the scheme were imported from
Korea. The scheme resulted in large-scale defaults affecting banks financial health.

In 2006, the Mational Bank of Pakistan (NEP) offered a Transport Karobar loan for unemployed youth under the President’s
Rozgar Scheme. Under the scheme a maximurm financing limit of PKR 200,000 was determined for financing two and three
wheeler rickshaws, four strokes CNG, LPG vehicle. No security is required other than financed assets. The Rozgar Scheme
was a PKR 105 billion scheme with four additional loan products available. Expected returns from the scheme included
generation of 5.4 million jebs, while envisioning an estimated 12 percent return on the investment for NBP which was to
offer the product in 1,000 branches across Pakistan. By January 2009 a total of PKR 2.75 billion worth of loans were
disbursed when the programme was suspended due to slow recoveries.

In 2015 the Bank of Punjab (BOP) implemented the Government of Punjab Apna Rozgar Scheme worth PKR 31 billion.
Under the scheme 50,000 vehicles (25,000 Suzuki Bolan vehicles and 25,000 Suzuki Ravi) were to be provided on interest
free loans and PKR 70,000 below the market rate to unemployed youth in the province. The scheme was touted to resultin
the creation of 50,000 jobs. The scheme was available to men as well as women.

1. Dawn 2006, NEP Offers 5 Packages for Rozgar Schenme. hittps:twww.dawm.comynews, 20500

2. Aaj News Archive. NBP to Disburse Rs 105 Bln for President's Rozgar Scheme., hitpsyfaaj e/ 2007/ 02mbp-to-disburse-rs-105-bin-for-presidents-
rozgar-scheme/

3. The Nation 2009, NEP Suspends President’s Rozgar S5cheme. httpsy/mation.com.phk/22-Jan- 20059 nbp-suspends-presidents-rozgar-scheme

SUORIY leasing Pakistan. Annual Report 2017,
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Box 5: International Example - BMO Harris Commercial Bank's Trucking Finance Offerings

BMO Financial Group and BMO Harris Bank M. A. completed the acquisition of General Electric Capital Corporation's
Transportation Finance business in December 2015. BMO Bank's website describes it as one of the largest commercial truck
and trailer finance companies in North America. The bank has a Trucking Finance Group that focuses exclusively on serving
the industry, including the entire value chain: original equipment manufacturers (OEMs), dealers, for-hire and private fleets.
Financial products provided include loans, fair market value (FMV) leases, terminal rental adjustment clause (TRAC) leases,
inventory and lease financing and asset based lending. Equipment financed includes: heavy duty tractors and trailers,
medium-duty vehicles, alternative fuel vehicles, and waste and recycling vehicles and collection equipment.

Established in 1817, BMO Financial Group is a highly diversified financial services provider based in Morth America. With
total assets of approximately 3642 billion as of October 31, 2015, and close to 47,000 employees, BMO provides a broad
range of retail banking, wealth management and investment banking products and services to more than 12 million
customers and conducts business through three operating groups: Personal and Commercial Banking, Wealth
Management and BMO Capital Markets.

Sources:

httpsafenarw bmo.com, main/business who-we-work-with/transportation-finance

htpsy/newsroombmaocom 301 5-1 2-01-BMO-Financial-Group-Completes-Acquisition-of -General-Electric-Capital-Corporations-Transportation-
Finance-Business
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6. CONCLUSIONS AND
OUTCOMES

Based on the findings and the data presented in this report, the following sets of conclusions have been reached:

1.

The overall industry generates a GOP multiplier of 1.24, which is likely to grow as CPEC projects are completed
over the next decade.

. While CPEC is seen as a major growth enhancer for the economy overall, limited public information about its

scale and nature makes projections difficult. Nevertheless, given the fact that a significant proportion of CPEC's
investment is road and highway construction, the impact on the transport sector will be bdghly positive, giving
impetus to the sector by a factor greater than what historical trends suggest.

. The fastest growing sub-segment in the passenger vehicles segment is motor cabs and taxis (5.9 percent

annually); while delivery vans are the fastest growing in the freight vehicles segment (7.5 percent annually).

. The freight transport sector seems to be lucrative with profit margins ranging from 21 percent (large trucks) to

43 percent (three-wheeler rickshaws).

. If we consider the passenger sector, the profit margin by type of vehicle is healthy ranging from about 30

percent for wagons to almost 50 percent for super deluxe buses.

. The passenger and freight segments of the transport sector are both highly profitable; cost of purchasing a

vehicle is recovered by the owners in a fairly short time span.

. Avery large proportion of owners and operators are able to purchase vehicles through their personal sources

{savings or through sale of their own assets) and only a small proportion of owners purchase vehicles through
loans from financial institutions, informal money lenders, or infermal vehicle providers. This means that there
is substantial room for financial institutions to expand outreach in this sector.

Given the fact that financial institutions lend to low risk borrowers from whom they can recover the loans on
time and easily, and are more focused on enhancing the quality of their loan portfolio rather than the quantity,
there are a number of challenges which would relate to entry of new financial institutions in the transport
sector. There are significant costs associated with repossessing of vehicles from delinguent borrowers.

There are many reasons for not using formal sources of financing, major ones being stringent conditions and
formal processes like documentation and high interest rates (not the case with personal savings). Therefore, a
product with a more flexible loan processing method and period needs to be designed.

10.The target group of consumers (owners and operators) who own three or more vehicles rather than owners of

one or two vehicles ought to be targeted. This will spread the risk and costs across vehicles, ensuring greater
maonitoring and control by the financial institution.

11.The level of documentation and compliance with rules (e.g. insurance) is very low, and this is bound to cause

concern for any financial institution.

12.The tenor of the loan will have to be specific to the type of vehicle, since income and repayment is sensitive to

the type of vehicle purchased.

13.Loan ceilings should be aligned with the type of vehicle the borrower intends to purchase, since financial

institutions are in direct competition with the informal sector which fulfils their loan requirement on a need
basis.

EL



14. A social intervention process will need to be devised, since the sector is highly dependent on social capital, and
has cultural and social barriers to entry. Local representatives of financial institutions need to be educated
about the local market to speed up the intervention process. The sector requires a devolved system of loan
access rather a corporatized 'Head Office’ disposal system.

15.Credit quarantee schemes (CGS) can be employed by financial institutions through SBP or donor agencies to
cover the risk of scale up in the transport sector.

16.Innovations in C&R, such as a hybrid model developed with the mix of SAM and Consumer Collections, can be
used to increase efficiency.

17.1t is recommended that a potential financial institution entering into the market should 'go small’ to start with,
piloting a few loan schemes in order to assess the appetite of the borrowers.

18.For both freight and passenger segments, most owners who took loans from formal sources were found in
Karachi. On the other hand, the respondents who took loans from the informal market were found in Lahore
and Peshawar for the freight and passenger segment, respectively. Therefore, financial institutions can pilot in
Karachi before scaling up.

According to the World Bank “Improvements in transport have the greatest impact on poor people when it is part
of a cross-sectoral development agenda. Efficiencies are also gain through a multi-modal approach such as to
improve passenger and freight mobility. However, enhancing transport infrastructure and services is not enough.
The functioning of institutions and practitioners’ access to good knowlede are also crucial to effective trasnport
solutions.™

“Transpon: Sector Results Profile, www oworddbankorgfendresults 200 30471 4 transport-results-profile
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APPENDIXES

A

PROFILING THE ROAD TRANSPORT SECTOR

Al:
A2
A3:
Ad:
AS5:
Ad:
AT:
AB:
AG:
A10:
Al1l:
Al2:

VALUE ADDED TO NATIONAL INCOME

TRAMSPORT SURFACE INFRASTRUCTURE NETWORK

MOTOR VEHICLES ON ROAD

FEDERAL ROADS NETWORK AND MAJOR INDUSTRIAL AND TRADE HUBS
INTERNATIONAL TRADE CORRIDORS

ECONOMIC CORRIDORS

PERMISSIELE GROSS VEHICLES WEIGHT BY AXLE LOAD

COMPOSITION OF GROS5 QUTPUT

OVERLAND TRANSPORT FREIGHT TRAFFIC

OVERLAMND PASSENGER TRANSPORT TRAFFIC

PERFORMAMNCE MEASURES

GROSS FIXED CAPITAL FORMATION (GFCF) IN PRIVATE, PUBLIC, AND GENERAL GOVERNMENT
SECTORS
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Bé: CHARACTERISTICS OF INFORMAL SOURCES OF FINANCING BY TYPE OF VEHICLE
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Ba: FINANCIAL INSTITUTION FROM WHICH THE LOAN WAS OBTAINED BY TYPE OF VEHICLE
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B10: INCIDEMNCE OF VEHICLE INSURANCE BY TYPE OF VEHICLE

B11: INTEREST RATES BY TYPE OF VEHICLE

B12: VEHICLE MANAGEMENT BY TYPE OF VEHICLE

B13: FREIGHT TRANSPORT - FLEET PROFILE 1

B14: FREIGHT TRAMSPORT - FLEET PROFILE 2

B15: OWNERSHIP BY TYPE OF VEHICLE

Bl6: INTENTION TO EXPAND BY PROVINCE

B17: FREIGHT TRANSPORT SAMPLE DISTRIEUTION BY BAMKING PRACTICES OF RESPOMNDENTS

PASSENGER

B18: PURCHASE PRICES, MODIFICATION AND REGISTRATION BY TYPE OF VEHICLE

B19: TURMOVER, EXPENDITURE AND PROFIT BY TYPE OF VEHICLE

B20: PROFIT ESTIMATES BY TYPE OF VEHICLE, ROUTE, CONDITION OF VEHICLE PURCHASED AND
PASSENGER CARRIED

B21: SOURCE OF FINANCING FOR PURCHASING AND MODIFYING VEHICLE

B22: SOURCE OF FINANCING FOR PURCHASING AND MODIFYING VEHICLE

B23: SOURCE OF FINANCING FOR PURCHASING AND MODIFYING VEHICLE BY CONDITION OF
VEHICLE PURCHASED

B24: FINANCIAL INSTITUTION FROM WHICH THE LOAN WAS OBTAINED BY TYPE OF VEHICLE

B25: INTEREST RATES BY TYPE OF VEHICLE
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CHARACTERISTICS OF FORMAL LOAN OBTAINED BY TYPE OF VEHICLE
CHARACTERISTICS OF INFORMAL SOURCES OF FINANCING BY TYPE OF VEHICLE
REASONS FOR NOT USING FORMAL SOURCES BY TYPE OF VEHICLE

CITY OF INFORMAL LENDER FROM WHERE VEHICLE WAS OBTAINED ON INSTALMENT BY TYPE
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REASONS FOR NOT INSURING VEHICLES BY TYPE OF VEHICLE
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A: Profiling the Road Transport Sector

Al:Value Added to National Income
(constant factor cost of 2005-06)

Proportional Share

i [ [ me [ e [ Mg [ Medwe® |
1950-91 352,167 521,996 3B75687 &67.50% 9.10% 13.50%
1991-92 84,716 576,617 4,174,685 66.70% 9.20% 13.80%
1992-93 407,609 615,034 4,269,508 66.30% 9.50% 14.40%
1993-94 421,014 637,530 4463377 66% 9.40% 1430%
1994-95 436,800 | 664,021 4,697,071 65.80% 9.30% 14.10%
1995-96 440,121 669,593 5,014,700 65.70% B.80% 13.40%
1996-97 455128 694,777 5111252 65.50% 8.90% 13.60%
1997-98 484082 | 744,876 5,214,956 65.10% 9.30% 1430%
1998-99 498,635 767,788 5379115 64.90% 9.30% 1430%
1999-00 498,159 797,701 5619239 6240% B.90% 14.20%
2000-07 529,630 839,899 5729783 63.10% 9.20% 14.70%
2001-02 543,589 850,047 5,908,088 63.90% 9.20% 1440%
2002-02 561,904 886,364 6,187,291 63.40% 9.10% 14.30%
2003-04 578976 917,645 6,650,306 63.10% 8.70% 13.80%
2004-05 604,111 949,266 7,246,021 63.60% 8.30% 13.10%
2005-06 6550916 | 959499 7715777 6BA0% B.50% 12.40%
2006-07 652323 1025694 8142969 63.60% 8% 1260%
2007-08 686,145 1082452 8,549,148 63400 8% 12.70%
2008-09 718644 | 1,136,990 8,579,087 63.20% B.40% 1330%
2009-10 738680 | 1170612 880139 63.10% 8.40% 1330%
2010-11 755534 | 1,198,896 9,120,336 63% B.30% 13.10%
2011-12 788446 | 1,254,126 9,470,255 62.90% B.30% 13.20%
201213 818581 1304697 9,819,055 62.70% 8.30% 1330%
201314 848,897 1355570 10217056 6260% 8.30% 1330%
2014-15 888,045 | 1421265 | 10629661 6250% B.A40% 1340%
2015-16 922462 | 1479021 | 11,110663 6240% B.30% 1330%
2016-17(P) 955780 | 1551,714 | 11596961 6220% B.30% 1330%
Trend Growth Rate VA 3.98% 4.30% 4.36% -0.29% -0.31% -0.02%
;:::d Growth Rate 3.49%

Source: Consultant Estimates using Federal Bureau of Statistics, Pakistan Statistical Yearbook (several years). Tables on National Income.
* Freight Economic Contribution (FECO)



A2: Transport Surface Infrastructure Network

BANKABILITY OF THE TRANSPORT SECTOR _

(in Km)
Year Railway Routes Ru.ads Pipeline
Total High Low

1990-91 8775 170,823 86,839 83,984 na.
1991.92 8775 182,709 95,374 87335 6,046
1992-93 8775 189,321 99,083 90238 5912
1993-94 8775 196817 104,002 92416 5950
1994-95 8775 206,701 111307 95,338 5577
1995-96 8775 207645 117427 99917 6,032
1996-97 8775 218344 126117 103478 6,300
1997-98 8,774 240885 133462 107423 6418
1998-99 7,791 247484 137352 110,132 6,742
1999-00 77N 240340 138,200 110,140 6,834
2000-01 7,791 249972 144552 105,320 9354
2001-02 7,791 251661 148877 102,784 9478
2002-03 77N 252168 153225 98943 9553
2003-04 77N 256070 158543 97527 10011
2004-05 7,791 258,214 162,841 95373 10,739
2005-06 77N 259,021 167,530 914N 12977
2006-07 77N 259,197 172827 86,362 12310
2007-08 7,791 259038 170175 83143 13,029
2008-09 77N 260200 177060 83140 12489
2009-10 77N 260,760 180910 79,850 14,345
2010-11 7,791 259463 180,866 78,597 15,163
2011-12 7,791 261,595 181,940 79,655 16027
2012-13 77N 263415 182,900 80,515 16,941
2013-14 7,791 263,755 184,120 79635 17,906
2014-15 7,791 265404 178430 76,974 =
2015-16 77N 265905 190,355 75550 -

Trend -0.45% 1.82% 3.23% -0.37% 542%

Source: Economic Survey of Pakistan 2016, From 2000-01, Table 13.1 A, Page Ho.155.




A3: Motor Vehicles on Road

(000" Numbers)
Mator Motor L Tankers
Year Cycle | capy | Wagon/ | Total | Pick- | Delivery | o0 | "oiig | Tt
Rickshaw | Taxi | Mimibus/ | Passenger | up |  Van Water) | (Freight

2000-01 724 798 86,6 2388 | 684 | 724 | 1323 8 2811
2001-02 B0B 964 96.6 2738 JB3 1169 1452 54 3488
2002-03 809 1041 983 2833 806 1203 146.7 584 356
2003-04 81 1126 | 1004 294 844 | 1213 | 1492 | 86 3635
2004-05 813 | 1203 | 1024 304 876 | 1219 | 1518 | 85 3698
2005-06 778 | 1220 | 1036 3035 | 935 | 1433 | 1518 | 86 3972
2006-07 79 118.1 1084 306.5 1045 148.9 1733 BB 4355
2007-08 B93 1298 1099 329 1153 163.5 1778 98 4664
2008-09 884 | 1386 | 1111 3381 | 1255 | 1672 | 1819 | 108 4854
200910 891 | 1464 | 1233 3588 | 1303 | 1704 | 2005 | 1. 5123
20010-11 B938 15486 1256 ijo 1353 1736 2095 114 5298
2011-12 1024 158.7 12932 3903 1413 1766 2123 125 5427
2012-13 1205 | 1607 | 1302 a4 | 1502 | 180 | 2205 | 123 563
2013-14 108 | 1688 140 4168 | 150 | 181 240 126 5836
2014-15 112 178 148 438 158 190 252 126 6126
2015-16 1181 | 1865 | 1506 4552 | 1663 | 1914 | 2638 1 6355
ACGR(%) | 36% | 59% |  38% 24% | 62% | 75% | 48% | 3.9% 57%

Source: Statistical Bulletin Economic Survey of Pakistan 2016-17. Table 13.4, Page Mo 161.




BANEABILITY OF THE TRANSPORT SECTOR




i N s e




V3S NVISVYY

OF THE TRAMSPORT SECTOR

=
2

: : NVLSINVHD4Y
AMOLINMIL okl | (wiy 0901) Aemuiolo 10yET]-IYoBIEY-
SRSHEEE o (wy 00tZ) AemysSiH Jepems — qesfuny-

Aypoyiny

Ko jeuonien ; : S9UO0Z 21LIoU02] |eads
h ‘AS19u3 ‘S110d ‘s|iey ‘speoy
10p1110D) J1Wou033




A7: Permissible Gross Vehicles Weight by Axle Load

6 AX TENDEM-SINGLE-TENDEM

Permissible Gross Vehicles
A A Weight (in Tons)
17.5
2 AX 5INGLE (BEDFORD)
17.5
2 AX SINGLE (HINOQ/NISSAN)
27.5
3 AX TENDEM
29.5
3 AX SINGLE
39.5
4 AX SINGLE-TENDEM
39.5
4 AX TENDEM-SINGLE
4 AX SINGLE
48.5
5 AX SINGLE-TEMDEM
49.5
5 AX TENDEM-TENDEM
515
51.5
5 AX TEMDEM-SINGLE-TENDEM
58.5
6 AX TENDEM-TRIDEM
615

Source: Government of Pakistan, Ministry of Law and Justice; 2000; National Highway Safety Ordinance 2000; lslamabad




BANKABILITY OF THE TRANSPORT SECTOR _

AB: Composition of Gross Output

Years | Agriculture | Livestock | Mining | Manufacturing D:l:t::ti: Exports Du::sﬁ: Imports Fllr::i:l!lL
1999-00 | 86,607 14940 | 16,008 80416 197,971 5612 192359 | 31387 | 229,358
2000-01 | 80651 15,297 | 17449 83413 196,811 7665 189,146 | 31,904 | 228715
2001-02 82352 15741 17712 85733 201,537 8747 192,790 31,262 | 232,799
2002-03 | 88076 16,207 | 19339 91,019 214,641 9402 | 205239 | 31,589 | 246,230
2003-04 | 90,584 16615 | 20,701 100887 228786 | 8540 | 219846 | 32996 | 261,782
2004-05 90,633 17,075 22871 113,150 243,728 9,946 233,782 38,106 | 281,834
2005-06 88,727 18,698 27945 117,802 253171 10,682 242489 43,161 | 296,332
2006-07 99819 19,373 35,567 129512 284,270 12,356 271914 42840 | 327110
2007-08 | 105985 20,022 | 41,782 142,027 309817 | 16492 | 293325 | 47251 | 357,068
2008-09 | 99520 20,731 | 42473 131,048 293,773 | 18650 | 275123 | 46,138 | 33991
2009-10 97444 21477 | 46523 132,985 298429 19,908 278521 48,380 | 346,809
2010-11 103,072 22,270 | 40,990 137,726 304,058 19,504 284,554 48627 | 352685
2011-12 | 105573 23029 | 453276 135,825 309803 | 17624 | 292179 | 45702 | 355505
201213 110,807 23873 | 493866 140,949 325496 19,197 306,299 44962 | 370457
201214 | 116438 24699 | 47525 152,566 341,229 18,706 322523 49,042 | 390271
2014-15 | 113820 25595 | 51376 155,564 346,355 | 21,555 | 324700 | 51,734 | 398089
2015-16 | 115863 26,536 | 63466 171,582 377448 | 22015 | 354533 | 60995 | 438443

Trend 1.95% 367% 9.44% 4.97% 4.20% 982% 3.99% 4.46% 4.1%

Source: Pakistan Bureau of Statistics , 2015-16.



A9: Overland Transport Freight Traffic

Road Rail Pipeline* Total Road Rail Pipeline
Fiscal Year
Million Tonne Kilometres (share %)
1991/92 41,536 5,962 6,046 53,544 77.57% 11.13% 11.29%
1992/93 53,719 6,180 5912 65811 8163% 9.39% 898%
1993/9%4 71,596 5938 5959 83493 85.75% T11% 7.14%
1994/95 75770 5,661 5577 87,008 87.08% 6.51% 641%
1995/9%6 79,900 5077 6,032 91,009 87.79% 5.58% 663%
1996/97 84,345 4,607 6,300 95,252 8B.55% 4.84% 661%
1997/98 89,527 4,447 6,418 100,392 89.18% 443% 639%
1998/99 95,246 3,967 6,742 105,955 89.89% 3.74% 6.36%
1999/00 101,261 3,753 6,834 111,848 90.53% 336% 6.11%
2000/01 107,085 4,520 9,354 120,959 BB53% 3.74% 7.73%
2001/02 108,818 4,573 9,478 122,869 88.56% 372% T.71%
2002/03 110,172 4,830 9,553 124,555 8845% 3.88% T67%
2003/04 114,244 5,336 10,011 129,591 8B.16% 4.12% 7.73%
2004/05 119111 5,532 10,739 135,382 87.98% 4.09% 7.93%
2005/06 124,456 5916 12977 143,349 86.82% 4.13% 9.05%
2006/07 129,503 5453 12310 147,266 87.94% 3.70% 836%
2007/08 134,534 6,187 13,029 153,750 87.50% 402% 847%
2008/09 140,836 5,896 12489 159,221 8845% 3.70% 7.84%
2009/10 148,153 4,847 14,345 167,345 88.53% 2.90% 857%
2010/ 152,153 1,757 15,163 169,073 89.99% 1.04% 897%
201112 156,261 403 16,027 172,691 90.49% 0.23% 9.28%
2012/13 160,480 419 16,941 177,840 90.24% 0.24% 9.53%
2013/14 164,813 1,090 17,906 183,809 8967% 0.59% 9.74%
2014115 165,874 2,099 18536 186,509 88.94% 1.13% 9.94%
2015/16 167,024 2,084 18,865 187,973 88.86% 1.11% 10.04%
6.2% 4.3% 5.2% 5.5% Long-term growth from 91-92
Trend 3.2% 9.2% 7.0% 3.3% Medium-term growth ‘00-16

Source:(a) Government of Pakistan, Finance Division: several issues; Pakistan Economic Survey, lslamabad; (b) Government of Pakistan,
Pakistan Bureaw of Statistics; several issues; Pakistan Statistical Year Book, Islamabad; (c) Qil Companies' Advisory Committee; several years;
Annual Reports; Karachi; (d) Hational Transport Research Centre, Ministry of Communications; estimates prepared sporadically



A10: Overland Passenger Transport Traffic

BANKABILITY OF THE TRANSPORT SECTOR _

Focal Vs Road Rail Total Road Rail
Million Passenger Kilometres (Share %)
1991/92 131,352 18,158 149,510 B785% 12.15%
1992/93 135,000 17,082 152,082 88.77% 11.23%
1993/94 137,037 16,385 153422 89.32% 10.68%
1994/95 146,132 17,555 163,687 89.28% 10.72%
1995/96 154,566 18,905 173471 89.10% 10.90%
1996/97 163,751 19,114 182,865 89.55% 10.45%
1997/98 173,857 18,774 192,631 90.25% 9.75%
1998/99 185,236 18,980 204,216 90.71% 9.29%
1999/00 196,602 18495 215,187 9141% 8.59%
2000/ 208370 19,590 227,960 9141% 8.59%
2001/02 209381 20,783 230,164 90.97% 9.03%
2002/03 215872 22306 238,178 9063% 937%
2003/04 222,779 23,045 245,824 9063% 937%
2004/05 23217 24,238 256,429 90.55% 9.45%
2005/06 238,077 25621 263,698 90.28% 9.72%
2006/07 242,309 26446 268,755 90.16% 9.84%
2007/08 26240 24731 287132 91.39% 8561%
2008/09 277,099 25702 302,80 91.51% 8.49%
2009/10 247,238 23523 270,761 9131% B.69%
201011 263,725 205618 284,343 92.75% 7.25%
201112 228,156 16093 244,249 9341% 6.59%
2001213 262,042 17388 279,430 93.78% 6.22%
201314 279,045 19,779 298,824 9338% 6.62%
2014115 280985 20,105 301,090 9332% 6.68%
201516 282457 21578 304,035 92.90% 710%
Trend 3.4% 1.0% 3.2%

Source: (a) Government of Pakistan, Finance Division: several issues; Pakistan Economic Survey, lslamabad; (b) Government of Pakistan,
Pakistan Bureau of Statistics; several issues; Pakistan Statistical Year Book, Islamabad; (c) Oil Companies' Advisory Committee; several years;
Annual Reports; Karachi; (d) National Transport Research Centre, Ministry of Communications; estimates prepared sporadically




A11: Performance Measures

Veus | Fesight (ovo | AT | hversge | ol | g o
metric ton) ilon) Distance im) million) million) GDP/Tkm | VART/TKm

1999-00 229,358 101,261 441.50 5619239 498,159 5549 492
2000-01 228,715 107,085 46820 5,729,783 529630 53.51 495
2001-02 232,799 108,818 46743 5,908,088 543,589 54.29 5.00
2002-03 246,230 110,172 447.44 6,187,291 561,904 56.16 510
2003-04 261,782 114,244 43641 6,650,306 578976 58.21 507
2004-05 281,834 119,11 42263 7,246,021 604,111 60.83 507
2005-06 296,332 124456 41959 7718777 655916 62.00 527
2006-07 327,110 129503 395.90 8,142 969 652,323 6288 504
2007-08 357,068 134,534 37677 8,549,148 686,145 63.55 510
2008-09 339911 140,836 41433 8,579,987 718,644 60.92 510
2009-10 346,809 148,153 42719 8,801,394 738,680 59.41 499
2010-1 352,685 152,153 43141 9,120,336 755,534 59.94 497
201112 355,505 156,261 439.55 9,470,255 788446 60.61 505
2012-13 370458 160480 43319 9,819,055 818,581 61.19 510
201314 390,271 164,813 422.30 10,217,056 848,897 61.99 515
201415 398,089 165874 41668 10,629,661 888,045 64.08 535
2015-16 438443 167,024 38095 11,110,663 922462 66.52 552
[1;;;?2::]16] 4.21% 3.19% -0.82% 437% 3.94% 1.17% 0.75%

Source: Appendix AS, A9 and 412,
Hote: Total Freight = total freight tones in thousands
Freight-TEm = total freight tones kilometres in millions (total freight * average distance in km)

A12: Gross Fixed Capital Formation (GFCF) in Private, Public,

and General Government Sectors by Economic Activity at Current Market Prices

: Transport & Communication

Fiscal Year GFCF (A+B+C) Private Sector TLC TLC as % GFCE r— Byt % of TLC

1999- 2000 607410 394,749 80,081 13.20% 23868 29.80%
2000-01 659,325 423,097 104,679 15.90% 31697 30.30%
20017-02 680,373 496 464 86,360 12.70% 3476 36.40%
2002-03 736433 545,104 82,864 11.30% 51381 62%
2003-04 844,836 616,514 148,646 17.60% 86,951 58.50%
2004-05 1,134,942 852,424 224974 19.80% 153,558 68.30%
2005-06 1,565,838 1,197,740 302651 25.10% 312,549 79.60%
2006-07 1814620 1,335,849 395240 21.80% 324,335 82.10%
2007-08 2,004,743 1,539,647 457,156 21.80% 372,544 81.50%
2008-09 2114132 1,561,600 3277712 15.50% 297,200 90.70%
2009-10 2111,79 1,557,909 298998 12.30% 259,350 16.10%
2010-11 2,288325 1,697,795 252 884 9.30% 211,803 24.40%
2011-12 2,701 458 1,950,349 268177 8.30% 223175 26%
201213 2,990,126 2,202,307 351,980 9% 267,704 24.10%
2013-14 3,280,822 2483817 436,682 11.20% 366,473 19.90%
2014-15 3,871,395 2,843,159 538,962 12% 465,937 16%
2015-16 4,061,104 2,957,878 511,118 11.60% 470,073 16.40%
2016-17 4,517,037 3,153,948 518665 10.10% 457 846 18.70%

Trends 12.9% 13.5% 153% 23.5%

Source: Table 1.7, Page Mo, 17 Economic Survey of Pakistan Various issues mainly 2016-17, 200-0&



B: Sector Economics and Finance
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Freight
Three-

Wheeler Small Pickup | Large Pickup | Small Truck | Large Truck | Total

Rickshaws
Count 415 812 383 613 782 3005
Intra-City 718 58.1 138 17.3 84 33.
Inter-City 24 6.8 ig4 529 454 297
No Fixed Route 258 35,1 478 299 46.2 372
Total 1000 1000 100.0 1000 1000 100.0

Figures are column percentages

Source: Survey

B2: 5ale of Vehicles by Type of Vehicle
[Percentage of Owners Who Reported Sale of Vehicle]

Wheeter | Small | Large | Small | Large | o
Bt Pickup Pickup Truck Truck
Count 21 127 11 55 26 240
Ways and Means Word-of-Mouth 57.1 66.9 54.5 56.4 50,0 576
of Selling Market 286 189 455 18.2 346 21.2
Mewspaper
Advertiserment 0 63 0 73 38 51
Commisskan 143 8 0 127 7.7 5.1
Agent
Website
Advertisement 4 b Al 2 4 43
Others i E:] 0 0 35 B
Reasons for Got Too Old 714 409 455 636 615 513
Sefling® To Purchase Better 19.0 15.0 273 455 308 | 246
Vehicle
Domestic Reasons 0 30.7 0 ] ] 163
Good Price 48 11.0 0 109 38 9.2
To Pay Back a Loan 0 39 27.3 1.8 7.7 46

Figures are column percentages

* Multiple Response Questions

Source: Survey




B3: Purchase Prices, Modification and Registration by Type of Vehicle

m . Small Large Small Large
Ridehews Pickup Pickup Truck Truck
Purchase Prices Count 415 812 g3 613 782
Total Mean 195,676 536460 1,750,958 4,720,364 4819,751
Median 165,000 480,000 | 1,200,000 | 2,500,000 | 4,000,000
ik Mean 215 A88 714800 | 2172207 | 7434319 | 5847796
Median 180,000 700,000 2,500,000 10,100,000 | 4,900,000
Used Mean 181,929 507,034 1666426 3,953,870 4571,714
Median 118,000 450,000 1,100,000 1,825,000 4,000,000
Expenditure on Count 415 812 383 613 782
Modification Total Mean 5,095 11,486 59,577 118,278 78,399
Median 560 6,000 16,000 30,000 22,000
— Mean 4,855 8495 32,963 42,015 44,079
Median 2,000 2,000 30,000 30,000 20,000
Used Mean 5,261 11,979 64,917 139817 86679
Median 500 7.000 13,500 40,000 25,000
Expenditure on Count 415 812 383 613 782
Registration etc. Total Mean 5359 8219 54,903 68,727 47,352
Median 3,000 3,500 11,000 15,000 18,700
i Mean 8,508 14,035 21,148 38,733 57,801
Median 6,500 8,700 10,000 10,000 23,000
Used Mean 3174 7,260 61,674 77198 44,831
Median 1,000 3,300 12,000 17,350 18,000
Overall Amount Count 415 812 383 613 782
Total Mean 206,130 556,165 1865438 4,907,368 4945501
Median 177,000 500,000 1,265,000 2,530,000 4,064,400
N Mean 228,852 737339 | 2226408 | 7515066 | 59495676
Median 189,500 710,000 2,540,000 10,155,000 | 4922500
Used Mean 190,363 526,273 1,793,018 4,170,885 4,703,224
Median 120,500 469,300 | 1,145000 | 2003250 | 4005650

Survey results.

B4: City of Informal Lender from where Vehicle was Obtained on Instalment by Type of Vehicle

LCE small Large Small Large
Wheeler | gy Pickup | Truck | Truck | T
Rickshaws P
Count 8 4 7 18 34 71
City of Peshawar 0 0 14.3 0 11.8 70
Informal Lahore 750 250 14.3 66,7 529 535
Lender Okara 0 0 0 I 59 28
Karachi 250 250 57.1 333 265 310
Multan o] 0 14.3 0 29 28
Bannu 0 250 ] 0 0 1.4
Mirpur Khas 0 25.0 ] 0 0 14

Figures are column percentages
[Source: Section Ad, Question Q80]
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B5: Characteristics of Formal Loan Obtained by Type of Vehicle

Relatives

m small | Large | Small | Large | [
Ricks} Pickup | Pickup | Truck Truck

Count 10 135 el &0 23 259
Loan Size Avg. Loan Amount 253,000 | 225,593 [ 1,916,774 | 1,298,333 | 2,646,522 | 892,568
Loan Processing Time Avg. Days 16 67 38 40 63 55
Collateral Land/ Home 20.0% | 63.0% 87.0% 76.7% 522%| 664%

Documents

Vehicle Documents 0% 23.0% 9.7% 23.3% 478%| 228%

Mothing B0.0% 30% 0% 0% 0% 46%

Others 0% J% 0% 0% 0% A%
Down Payment Avg.Rupees 47,700 31174 100355| 203667 | 242826| 98847
Loan Payback Period Avg. Years 4 2 5 5 6 4
Monthly Instalment Paid Avg.Rupees 4,277 8101 30,274 18,244 33,385| 16,536
Interest Rate of Formal Avg. Percent 1837 | 1BSS 15561 24.90 1629 1946
Sector
Loan Easily Available Yes 50.0%) 14.1% 12.9% 11.7% 26.1%| 158%

No 50.0%) B859% B7.1% 88.3% 739%| 842%
Reasons for Delay* Time-Consuming 400% | 718% 519% 39.6% 353%| 578%

Activity

Complicated 40.0% 34% 223% 11.3% 235%) 100%

Process

Reference Required 20.0% | 284% 18.5% 20.8% 529%| 27.1%

Commission to be 20.0% 26% 11.1% 30.2% 176%| 119%

Paid
If Instalment Not Paid on Extra Time Given 60.0%| 71.9% 774% 91.7% 826%| 776%
Time Penalty Charged 0% 1.5% 0% 1.7% D% 1.2%

Vehicle Confiscated 40.0% | 26.7% 2256% 6.7% 174%) 21.2%
Have you faced difficulty in Yes 10.0% J% 0% 0% 4.3% 12%
paying an instalment No 90.0% ) 993%| 1000%| 100.0% 957%| 988%
Difficulties * Insufficient 0% | 100.0% 0% 0% 0D%| 333%

Revenue

Accident 0% 0% 0% 0% | 1000%| 333%

Unexpected 100.0% 0% 0% 0% 0%| 333%

Expenditures
Actions Taken if Difficulty Extra Time 100.0% | 100.0% 0% 0% D% | 667%
Faced* Requested

Loan from Friends/ 0% 0% 0% 0% | 1000%| 333%

* Multiple Response Question
[Source: Survey]




B6: Characteristics of Informal Sources of Financing by Type of Vehicle

Three-Wheeler |  Small Large Large Total
Rickshaws Pickup | Pickup Truck Truck

Count 8 7 2 3 7 27
Loan Size Avg. Rupees 150,625 450,000 | 350,000 | 600,000 | 1,208,571 | 567,222
Loan Processing Time Avg. Days 22 27 7 3 2 20
Loan Payback Period Avg. Months 14 7 21 7 9 26
Monthly Instalment Paid Avg. Rupees 10,759 12,162 16,667 85,714 30,989 21816
I'P\I;.::jn ber of Instalments Avg. Numbers 15 15 78 37 a1 37
Num I:.:re_r of Instalments Avg. Numbers 20 6 10 3 12 11
Remaining
Collateral Land 12.5% 429% | 0% | 333% | 143% | 222%

Documents

vehicle 25.0% 286% | 500% | 333% | 714% | 407%

Documents

niandir 25.0% 14.3% 0% 333% 0% | 148%

Guarantee

MNothing 25.0% 14.3% 50.0% 0% 14.3% 185%

Others 12.5% 0% 0% 0% 0% 7%
intanasy. Rt ofiniommad AVD: 36.23 4120 | 3367 | 3006 | 2824 | 3457
| Agent Percentage
Mumber of Instalment One 12.5% 42.9% 0% 333% 286% 259%
Written Off when Paid on Twa 12.5% 143% 0% 0% 0% 74%
Time Mone 75.0% 42.9% 100.0% 66.7% 71.4% 66.7%
Iftnstalment Not Paid on Extra Time 87.5% 429% | 500% | 333% | 571% | 593%
time Given

Penalty 125% 14.3% 0% 0% 0% 74%

Charged

Vehicle

Confiscated 0% 429% 50.0% 66.7% 42.9% 333%

* Multiple Response Question
[Source: Survey]




B7: Vehicle on Instalment - Characteristics by Type of Vehicle

BANKABILITY OF THE TRANSPORT SECTOR _

wT:r;;_ Small Large Small Large Total
Rickshaws Pickup Pickup Truck Truck

Count ] 4 7 18 34 71
Source of Friends 62.5% 100.0% 71.4% 77.8% 76.5% 76.1%
Knowledge for Relatives 12.5% 0% 14.3% 56% 11.8% 9.9%
Purchasing Word-of-Mouth 25.0% 0% 14.3% 16.7% 11.8% 14.1%
Cost of Last Vehicle
Purchased on Avg.Rupees 190,000 520,000 1514286 | 1,497,059 | 5159032 | 3,287667
Instalments
Additional Cost Avg. Rupees 3375 51,375 27,571 4117 15882 14542
Vehicle Delivery
Time Avg. Days 17 27 4 22 8 18
Vehicle Cost if
Purchased on Cash Avg. Rupees 144,500 360,000 1177143 | 1,214118 | 4017419 | 2572633
Down Payment Avg. Rupees 10,000 100,000 260,000 268824 | 1,262,742 | 761,250
Maonthly Instalment Avg. Rupees 5,143 10,000 25,086 30,706 70,842 52634
Mumber of
wistalisrits Paid Avg. Numbers 19 10 3 35 32 £}
Mumber of
Instalments Avg. Number 16 32 19 5 23 17
Remaining
Intarest Rate of On; |4 pepiaz | g9a7 56,97 37.99 3280 | 3179 3439
Instalment
Mumber of One 25.0% 0% 14.3% 0% 17.6% 12.7%
Instalment Written Two 12.5% 25.0% 28.6% 61.1% 2.9% 22.5%
Off When Paid on Three 0% 0% 0% 11.1% 29.4% 16.9%
Time Mone 62.5% 75.0% 57.1% 278% 50.0% 47 9%
¥ instalment Not Extra Time 87.5% 50.0% 714% | 778% | 824% | 789%
Paid on time Given

Vehicle

- 12.5% 50.0% 2B56% 22.2% 17.6% 21.1%

* Multiple Response Cuestion

[Source: Survey]




B8: Financial Institution from which the Loan was Obtained by Type of Vehicle

Three-

Small Large Small Large
R‘::hk::;ﬂs Pickup Pickup Truck Truck e
Count 10 135 Y| &0 23 259
Type ;::: Sntiona! 300 748 87.1 900 609 768
Islamic Bank 100 244 97 100 348 19.7
Leasing
Coibany 60.0 7 32 0 43 35
MName HBL 100 259 323 450 304 309
BOFP 0 59 226 6.7 43 77
Tameer Bank 100 207 0 33 0 120
MNBP 0 22 3.2 6.7 87 39
Meezan Bank 0 0 iz 50 43 19
MCE 100 7 129 6.7 43 4.2
Faysal Bank 0 14.1 16.1 11.7 43 124
Dubai lslamic 200 237 65 1.7 304 193
Bank
ABL 0 59 32 33 130 54
Bank Al Falah 0 7 0 0 0 A
Private Leasing 500 0 0 0 0 19
Banks/ Avg.Loan
kfeasing Arnount 253,000 225,593 1916774 1,298,333 2646522 892,568
1

Figures are column percentages

[Source: Survey]




BAMNKABILITY OF THE TRANSPORT SECTOR

B8: Financial Institution from which the Loan was Obtained by Type of Vehicle

th:f;r small | Large | Small | Large | L
Rickehaws | Pickup | Pickup | Truck Truck
Count 10 135 £l &0 23 259
Type Conventional
Bank 300 748 871 0.0 609 768
Islamic Bank 10.0 244 9.7 100 348 19.7
Ladsing 60.0 7 32 0 43 35
Company
Name HBL 10.0 259 323 45,0 304 3ne
BOP 0 59 226 6.7 43 T7
Tameer Bank 10,0 207 0 33 0 120
NBP 0 2.2 3.2 6.7 8.7 39
Meezan Bank 0 0 3.2 50 43 19
MCB 10,0 7 129 6.7 43 4.2
Faysal Bank 0 14.1 16.1 11.7 4.3 124
Dubatislami 200 237 65 17 304 193
Bank
ABL 0 59 3.2 33 13.0 54
Bank Al Falah 0 g 0 0 0 4
Private Leasing 50.0 0 0 0 0 19
Banks/ Avg. Loan
IL:gasing Arouni 253,000 225,593 1,916,774 1,298,333 2,646,522 | 892,568
irm

Figures are column percentages
[Source: Survey]

B9: Source of Knowledge about Financial Institutions by Type of Vehicle

[Percentage of Owners who Obtained Formal Loan or Leasing]

e small | Large | Small | Large
eler | pickup | Pickup | Truck | Truck | ot
Rickshaws
How did you come to Print Media 0 28 290 383 26. 293
know of the bank that Direct
provide loans for vehicle Marketing Call Y 15 290 23.3 43 10.0
financing Electronic o 37 o o 0 19
Media
Friemds/
Relatives/ 1000 66.7 419 38.3 6956 58.7
Colleagues

Figures are column percentages
[Source: Survey]



B10: Incidence of Vehicle Insurance by Type of Vehicle

e Small | Large | Small | Large
Wheeler | pickup | Pickup | Truck | Truek | ™o
Rickshaws P B e it
Count 415 812 383 613 782 3005
Last Purchased Yes 5 1.2 63 4.7 12.7 55
Vehicle Insured Mo 995 98.8 93.7 953 873 94.5
Type of Insurance Third Party 50.0 30.0 Mz 55.2 89.9 726
Comprehensive 50.0 700 583 44.8 10.1 274
Mame of Insurance EFU Insurance 0 286 0 0 in 35
Companies Pak-Qatar General
Takaful 0 L] 50 0 15 18
Asian Mutual
Insurance 0 429 10.0 65.0 433 4.2
Company
Jubilee General
Insurance Pvt Ltd 0 143 0 150 75 79
State Life
Insurance 0 14.3 0 50 254 167
Corporation
Adamjee
Insurance 0 0 50,0 10,0 119 175
Company
I1GI Insurance 0 1] 0 0 15 9
The Credit
Insurance 0 0 35.0 0 0 6.1
Company
Rocket Insurance 0 0 0 50 0 L]
Pakistan General 0 0 0 0 10 18
Insurance
Atlas Insurance 0 0 1] 0 in 18
Figures are column percentages
[Source: Survey]
B11: Interest Rates by Type of Vehicle
[Annual Percentage]
s Large Large
Wheeler | Small Pickup [ . ’; Small Truck Tm"-'k Total
Rickshaws cap i
ifuiast Bafe of Eormial 1837 1855 1561 2490 16.29 19.46
Sector
viesy Rateof Kifatmal 36.23 4120 3367 30.06 28.24 3457
Agent
nitarack Hataaran 4937 5697 37.99 3280 31.79 3439
Instalment

[Source: Survey]

B12: Vehicle Management by Type of Vehicle

Three-Wheeler Small Large Small Large | Total
Rickshaws Pickup Pickup Truck Truck

Myself or Driver 93.0 936 88.5 920 87.7 91.0
VEP:HC'E on Rent with Driver, Bear 70 63 1.0 70 123 87
Daily Expenses Myself
Vehicle Cfn Rent With Driver, User 0 1 5 1.0 b 3
Bears Daily Expenses
Contract Agreement with Yes 10 27 23 51 51 35
Company
Availability of Good and
Trustworthy Driver Yes 236 284 198 166 n.7 225

Figures are column percentages
[Source: Survey]



BANKABILITY OF THE TRANSPORT SECTOR _

B13: Freight Transport - Fleet Profile 1

gt |t [ S [ B | o
Make of Hino 5 5 47.0 53.9 500 | 323
Vehicle Suzuki 19.8 925 35 21 28 | 269
Mazda 2 1.7 144 19.1 4.1 8.1
Bedford g 1 14 124 13.1 6.7
Hyundai g 3.0 258 28 1.1 5.1
Missan 1.0 N 5 35 149 438
Road Prince 28.0 g A 36
United 236 2 2 2 31
lsuzu 2 5 23 6.0 23
Toyota 6 49 A 26 15
Mew Asia 7.7 A 1.0
Rozgar 6.7 1 2 9
Mercedez 1.7 4
Rocket 8 B A
SeZ0 ER | 2 4
Sazgar 1.7 2 R 3
Yamaha 19 3
Daewoo 2 B 3
Honda 5 2 | 2
Vespa car 2 A 4 A
Super Asia 7 1 1 A
Kia g 1 A
QINGQI 2 A4 A
mitsibishi L .
Master A .
FAW A d A
unigue g A
dong pong 2 | A
Daiuhsua | | |
Mezan 5 A
Siwa L ]
pak china 5 .
Siwa J 0
Tezgam 2 0
Turbo | 0
fouzi A 0
adam A 0
commande 2 ]
Articulated Articulated 57.8 502 70.2 80.0 778 | 682
MNen-Articulated 42.2 498 298 200 222 318

Figures are column percentages
[Source: Survey]



B14: Freight Transport - Fleet Profile 2

[Average Values]

Large
Rickshaws Pickup Pickup Truck Lo 1]
Number of vehicle 1.01 1.58 1.02 1.09 113 1.20
Warkers per vehicle 08 1.30 206 222 246 1.88
Vehicle Insurance 03 0z 07 o7 A5 07
Vehicle Tracker 00 03 02 02 04 02
Vehicle Load 62933 100570 | 1,07235 | 269743 | 465259 | 2336.10
Capacity
Aumgeoad 618.12 111963 | 1,08726 | 280737 | 485245 | 241803
Capacity
[Source: Survey]
B15: Ownership by Type of Vehicle
Three-Wheeler Small Large Small
Rickshaws Pickup Pickup Truck mehe | Toxal
Ownership of Self 98.3 a7.2 974 96.1 96.9 97.0
vehicle Joint 1.7 1.7 21 34 29 25
Others 1.1 5 5 | 5
Figures are column percentages
[Source: Survey]
KPK Punjab Sindh Balochistan Total
Intend to Increase the Yes 463 114 207 18.3 204
Mumber of Vehicles Mo 537 886 793 81.7 796
Reasons for Mot Lack of Space in Market 21.1 333 16.2 12.2 255
Expanding Competitive Market 38 224 215 14.3 19.5
Lack of Capital 76.7 £75 584 55.1 598
Lscleaf Caity Himan 34 75 26 21 128
Resource
Lack of Trustwaorthy 49 63 2132 14 103
People
Legal Barriers 1.1 25 8.4 2.0 4.1
High Risk 6.8 56 53 7 54
Protection Money 23 1.0 54 id 26
Fear of Economic
Volatility 56 36 10 7 28
Mo Meed 1] 2 3 1] 2

Figures are column percentages

* Multiple Response Question [Source: survey]




BANKABILITY OF THE TRANSPORT SECTOR

B &1 #le ple U D on by Ba g ¥ Hesponoe

KPK | Punjab | Sindh | Balochistan | Total
How often do you visit a Bank Daily k] 3.1 26 1.1 24
Weekly 56 | 115 | 106 83 100
Monthly 798 | 627 85.1 86.7 73.7
Quarterly 136 | 160 A 1.7 100
Yearly 2 6.7 1.7 22 39
Purpose of Visiting Bank Paying Bills 918 | 785 484 41.1 69.5
Cash Transfers 11.2 154 28.0 17.8 186
Pay Orders 24 39 5.7 1.7 40
Demand Drafts 4 A4 4 39 B
Direct Fund
e 22 29 1.7 1.7 24
Saving 9.4 15.1 36.3 506 226
Challan 13 4.0 1 20
MNever go to Bank 1.0 ] 3
No Account 20 14 A 1.0
Do you have a bank account Yes 184 | 432 738 644 495
If yes how many bank accounts do you 1 176 | 405 62.2 62.2 44.5
have 2 8 25 9.1 1.1 4.1
More than 2 .2 25 1.1 9
Do you have an ATM Card Yes 158 | 313 70.2 61.7 42.1
Do you have a Credit Card Yes 1.0 49 9.9 17.2 6.5
Do you use Internet Banking Yes 1) 19 1.2 1.1 14
Do you use Mobile Banking Yes ] 79 13 1.1 45

Figures are column percentages, Except Averages
[Source: Survey]
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B30: Incidence of Vehicle Insurance by Type of Vehicle

- Super
Rickshaw RIS Wagon Sl Deluxe | Total
A Car Bus Bus
Bus

Count 553 810 186 440 58 87 2134
Last Purchased | Yes i 48 16 i6 52 57 i3
Vehicle Insured

No 993 952 984 964 94 8 943 96.7
Type of Third Party 250 769 66.7 68.8 100.0 40.0 700
Insurance

Comprehensive 750 205 333 33 0 60.0 286

Other 0 26 0 0 0 0 14
MWame of EFU Insurance 0 308 66.7 6.3 333 0 229
Insurance
Companies Pak-Qatar General

Takaful 250 179 0 125 0 0 143

Asian Mutual

Insurance 250 282 333 375 333 60.0 329

Company

Jubilee General

Pt Bt 250 128 0 188 0 20.0 143

State Life

Insurance 250 0 0 6.3 0 200 4.3

Caorporation

Adamijee 0 5.1 0 125 0 0 5.7

Insurance

East West

Insurance 0 5.1 0 0 333 0 43

Company

Gl Insurance 0 0 0 6.3 1] 0 14
Figures are column percentages [Sounce: Survey]




B31: Reasons for Not Insuring Vehicles by Type of Vehicle
[Percentage of Owners Who did not Insure their Vehicle]

BANKABILITY OF THE TRANSPORT SECTOR _

Insurance Product 109 125 30.1 1.1 25,5 24 133
Unavailable

Too Costly 355 270 290 453 309 463 34
Mo benefits 386 412 186 292 327 537 363
Cumbersome to Claim 13.1 149 19.7 156 14.5 49 146
Insurance

Mot lslamic 257 29.2 311 328 327 12.2 285
Mo Meed 5 N 0 0 0 1] 2

Flgures are column percentages
* Multiple Response Question [Source: Survey]

B32: Passenger Transport - Pro

file of Sample Fle

et by Type of Vehicle

Rickshaw | Taxi/Rent A Car | Wagon | Stoncard | Dewne S

Bus

Mumber of workers per vehicle on average 0 1 1 2 3 1

Number of Vehicle Owned on average 2 2 2 3 5 2
Use of Vehicle Passenger 974 98.7 976 96.0 86.3 784
Passenger/ Loading 26 13 24 4.0 137 216

Vehicle Registration | Peshawar 16.1 7.1 a7 1.0 a1
Lahore 424 483 704 395 548 205
Karachi 396 374 12. 419 356 670

Other Cities 19 71 78 76 96 34

[Source: Survey)

Figures are column percentages
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B33: Passenger Transport - Profile of Sample Owners - Banking Habits

BAMNKABILITY OF THE TRANSPORT SECTOR _

Sindh | Balochistan | Overall
How often do you visit a Daily 28 26 43 16 31
bank
Weekly 198 189 12.7 357 18.1
Monthly 755 606 82.1 589 69.5
Quarterly 1.7 11.7 3 8 59
Yearly 3 6.2 B 3.1 33
Do you have a bank Yes 395 51.7 52.7 434 495
account
Mo 604 483 473 566 505
If yes how many bank One 368 438 318 333 383
accounts do you have
Three 5 22 23 1.0
Maore than Three A g 3
Purpose of Visiting Bank Pay Off Bills 93.0 &80 69.2 814 827
Cash Transfers 298 17.8 36.5 271 26.1
Pay Orders 30 3.1 24
Demand Drafts 2 A A
Direct Fund Transfer B 30 3 16
Saving 114 201 34 248 138
Challan 30 14
Do you have an ATM Card Yes 340 327 463 380 374
Do you have a Credit Card | Yes 14 55 204 4.7 94
Do you usa Internet Yes 39 35 86 23 48
Banking
Do you use Mobile Banking | Yes 14 50 9.2 16 55

[Source: Survey]

Figures are column percentages, Except Avarages




B34: Passenger Transport - Ownership by Province and City

KPK Punjab Sindh Balochistan Overall

Number | Percent | Number | Percent | Number | Percent | Number | Percent | Number|Percent
Peshawar 329 15.0 329 150
Charsadah 30 14 30 14
Hub 129 59 129 589
Lahore 1014 46.2 1014 45.2
Kasur 18 B 18 B
Karachi 668 104 G668 04
Mirpur Khas 8 4 B 4
Owerall 359 163 1032 47.0 676 308 129 59 2196 100.0
Figures are column percentages
[Source: Survey]
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KARANDAAZ PAKISTAN, a Section 42 company established in August 2014, promotes access te finance for micro; small and
medium - sized businesses through a commercially directed investment platform, and financial inclusion for individuals by
emplaying technology enabled solutions. The company has four verticals:

Karandaaz Capital

Frovides wholesale structured credit and equity-linked direct capital investments to micro, small and mid-size enterprises
(MSMEs] that demonstrate compelling prospects for sustainable business growth and employment generation in
Pakistan.

Karandaaz Digital

Focuses on expanding the poor's access to digital financial services in Pakistan by working across the ecosystem with all
stakeholders,

Knowledge Management and Communications

Supports the company's.core financial inclusion goal by developing and disseminating evidence based insights and
solutions.

Karandaaz Innovation

Manaaes the Innovation Challenge Fund and Women Entrepreneurship Challenge, providing risk capital and grants to
1 1 o « ¥
partners with the aim to generate innovative solutions in areas of financial inclusion and entrepreneurship.

Karandaaz Pakistan has received funding from the United Kingdom's Department for International Development (DFID)
and the Bill & Melinda Gates Foundation (BMGF).

For more information, contact us at;
W (051) 8449761 § facebook.com/KarandaazPK in linkedin.com/company/karandaaz-pakistan

@ infoskarandaaz.com pk W twitter.comyKarandaazPK € wwwkarandaaz.com.pk

BILL& MELINDA

GATES foundation




