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INTRODUCTION
A cell phone has two major components, a chipset and the outer casing.  The chipset comprises a microcomputer and related IC’s that carry the micro-program to run the microcomputer as well as cell phone’s memory and power section.  Manufacturers of cell phones prefer to limit their in-house expertise to (a) assembling these components and outer casings outsourced from renowned vendors, (b) developing software for the programmable microcomputer and (c) brand building.

Globally renowned IC (integrated circuit) manufacturers like Motorola, Intel, Texas Instruments, etc. are competing with each other fiercely to develop cell phone Chipsets that are pre-programmed to carry out numerous commonly used cell phone functions (called macros) like still and video camera work, internet linkage, memory management, etc.  The programmers employed by cell phone manufacturers are then able to use these systemic macros to offer a variety of services to the cell phone buyer.  The common belief that expensive cell phone sets offering a variety of services to users, are costly to manufacture is true only to a certain extent, and most expensive of sets being offered in the market have a very high manufacturing margin.

MARKET / NEED ASSESSMENT 
Pakistanis have spent over US$ 1 billion for buying cell phones manufactured by Nokia, Sony Ericsson, Motorola, LG, Samsung, Siemens, etc. during 2005-06  Dozens of importers have in fact resorted to dumping cheap Chinese models in the market and are selling those as recognized brands. 

There are six cell phone operators in Pakistan that are serving a cell phone user population of over 25 million that is growing at a phenomenal rate.  The revenue per subscriber is about US$ 10 and the large and growing number of subscriber base is enabling cell phone operators to reap huge profits.  Pakistanis so far have not been offered many cell-phone based services that are normally available in developed and emerging economies of the world. However, in the coming months and years, local cell phone operators will be catching up with their international counterparts, thereby increasing the use of cell phones even further.

There are scores of companies in Pakistan that are engaged in assembling of electronic parts like telephone sets, radio and TV sets and other electronic items, hence availability of technical manpower is not a problem.  As mentioned earlier, software development of cell phone assembling operations is the most technologically advanced part of the whole operations, and in this field also, Pakistan is at par with many fast emerging countries in terms of technical know-how. 

PROPOSED PROJECT
The objective of the Project is to assemble and progressively manufacture cell phone sets in Pakistan, under license from a leading brand owner.  The annual capacity would be to initially assemble up to one million cell phones in Pakistan that can be later increased to 5 million per annum.
The project could be located in Karachi, Lahore or Islamabad because the Project will need to employ a trained and educated labor force.

INVESTMENT & RETURNS
With a high level of facility outsourcing employed, the capital cost of this project is estimated to be in the range of US$ 15 million, which includes both fixed assets and net working capital. The IRR is expected to be around 25% to 30%.
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