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INTRODUCTION
Karachi Shipyard & Engineering Works Ltd. (KSEW) is the first shipbuilding and heavy engineering works of Pakistan. It was established in the early fifties and incorporated as a Public Limited Company in 1957 under the aegis of PIDC. Its paid up capital is Rs. 464 million which is entirely owned by the Government of Pakistan (GoP). KSEW is working as an autonomous commercial organization under the Ministry of Defence, GoP. The Company is managed by a Board of Directors with a Managing Director as the Chief Executive. KSEW has obtained a Quality Management ISO 9000 certification. It is located at West Wharf, Karachi and spread over an area of 71 acres.

SITUATION APPRIASAL

Corporate Governance - KSEW is run by the Board of Directors and a Managing Director from the Pakistan Navy. There are hardly any experienced private sector personnel in the BoD. The top management position is held by a Naval person, who is at the last leg of his Service (max. 02 years). As such his policies and targets / objectives are not long term. KSEW should be immediately privatized. This will bring about in KSEW a shift in management style from a Government-led bureaucratic system to one that encourages initiative and competition based on the market mechanism.

Human Resource - KSEW has been suffering in all its vital areas of activities e.g. Management, Technical, Finance and Marketing. KSEW’s organization is considered to be over staffed. The total manpower is reported to be 2547. It seems that this figure has not yet been reduced. The appropriate figure of manpower strength for a shipyard like KSEW should not be more than 800. Moreover, due to golden handshake scheme, trained manpower at KSEW has depleted, especially designers, marine architects and other technical experts. This needs to be corrected through HRD programs and by offering attractive salaries to professionals and experts. The depleted Design Dept. should be fully re-established on modern lines using auto CAD and latest designing tools. Further, the work force of KSEW should be categorized into permanent and seasonal.

Infrastructure - KSEW lacks some vital facilities to cope with modern technical requirements of shipbuilding and heavy engineering. This should be studied and a BMR of KSEW should take place. Finally, there is no coherent market strategy at KSEW to attract foreign and local buyers. In order to penetrate the export market it is necessary for KSEW to enter into joint ventures or strategic partnerships. Such alliances will boost KSEW’s marketing efforts. JVs with reputed international firms in Power and Energy sectors will enable KSEW to meet the future needs of the country in the energy sector. A well thought out market strategy will also attract domestic customers e.g. KPT, MoD, Pakistan Navy, PQA, PNSC, local shipping companies, etc. 
Financial Position - Throughout its existence, KSEW has never recovered from its ever worsening financial position. Inspite of Government subsides from time to time, KSEW has continued to suffer huge losses.

The Company is reported to have total liabilities of around Rs. 3 billion and accumulated losses of around Rs.2.0 billion. It has thus reached negative net worth.

In view of its deteriorating condition, KSEW’s management was first placed under Ministry of Communication and then under Ministry of Defense. However, the situation did not improve. The unit is a fit case for privatization. However before going for privatization, KSEW’s liabilities and losses will have to be taken up by the Government, so that the unit, which has very good shipbuilding and heavy engineering facilities may attract reputed bidder in this field. 

TECHNICAL EVALUATION
Major Physical Facilities - Major physical facilities at KSEW include Design & Drawing Offices; Ship Building Berths, Ship Building and Fabrication Halls, Machine Shop, Fitting Shop, Carpentry, Electrical Installation Shops, Pipe Shops, Dry Docks, Repair / Out-Fitting Set-Up, Quay Walls, Ferrous/ Non-Ferrous Foundries, Utilities Etc.

Major Equipment & Machinery - Major equipment and machinery of KSEW includes Shot Blasting Plants, Lifting Cranes, Mobile Cranes, Overhead and Magnetic Cranes, Automatic Oxy-Cutting Machine, Heavy Bending Machine, Dishing and Rolling Machine, Welding Machine including Sub-Merged Arc Welding Machine, Tig and Mig Welding Machine, Heavy Machine Tools (Lathes/ Milling/ Planing/ Boring/ Drilling/ Sawing Machine) Stress Relieving Furnaces, Electric Arc Furnaces, Cupola etc.

NDT (Non-Destructive Testing Equipment) equipment of KSEW includes Physical and Chemical Testing Labs, Radiography, Ultrasonic Thickness Measurement of Hull Structures and Pressure Vessels etc for sheets of thickness ranging from 0.8 to 200 mm.

Product Range & Clients

	Category
	Products Range
	Clients

	Shipbuilding


	· Passenger and cargo ships up to 26000 tdw

· Tugs

· Dredgers

· Hopper barges

· Ferries and fishing trawlers

· Launches

· Oil carriers

So far 430 ships/ crafts of varying types and weight have been built in ksew


	· Pak Navy

· KPT And PQ
· PNSC

· National Shipping Corporation of Abu Dhabi And UAE
· China Ocean Shipping Corporation.

· China National Machinery Corpn.

· Hansa Lines Germany

· Iranian Navy



	Ship  repairs


	All types of ship repairs (under water and above water) e.g fabrication, machining, painting, deck repairs, non-destructive testing etc are being carried out at KSEW.

KSEW has so far repaired 5000 vessels.
	Navies and shipping lines of many countries are ksew’s regular customers.



	Submarine and warships  construction 


	Under this category, KSEW has built: mine counter measure vessels, fast petrol boats, missile crafts, coastal oil/ water tankers, floating docks, tugs of up to 40 ton bollard pull capacity, auxiliary crafts, midget submarines including submarine Agosta 90 b under tot agreement with DCN of France.
	Pakistan Navy

	General  Engineering  &  Foundries
	· Sugar mills

· Cement mills

· Petroleum and petro-chemical and oil and gas equipment.

· Drilling rigs

· Cranes and material handling equipment.

· Steel structure for power plants.

· Pressure vessels/ lpg storage tanks and industrial boilers.

· Iron, steel and non-ferrous castings.


	· Faran Sugar Mills
· Sanghar Sugar Mills
· Matiari Sugar Mills
· Al-Abbas Sugar Mills
· Khairpur Sugar Mills

· Larr Sugar Mills

· Tharaparkar Sugar Mills under ToT from Stork Werkspoor of Holland And Fives Cail Babcock (FEB) of France
· National Refinery.
· Ogdc
· Various Cement Plants
· Guddu Unit 4
· Hubco
· KESC



MARKET / NEED ASSESSMENT

Being a Muslim country, Pakistan enjoys very healthy political, social and economic relations with the Muslim world in general and the Middle Eastern countries in particular. The North African Muslim counties also cannot be ignored. Far Eastern Muslim countries like Malaysia and Indonesia are also enjoying very positive and cordial relations with Pakistan. KSEW has great defense related opportunities in these countries as the total defense purchasing and expenditure in these regions has been enormous especially the ship repair and maintenance of smaller crafts sector. 
In addition to the export market, KSEW, after being equipped with modern tools of management and technology will have greater potential in the domestic market serving local customers e.g. KPT, PNSC, MoD, PN, PQ, Gwader Port etc.
THE PROPOSED PROJECT
The objective of the Project is to Privatize KSEW in order to have further injection of capital in the system. The scope of the Project is envisaged as under:

· Arrangement for privatization of the Company.

· Arrangement of funds by the new owner to undertake BMR as per new market strategy and introduction of modern technologies and equipment.

· Undertaking of aggressive marketing to attract domestic as well as foreign customers.

· Arrangement for HRD by the new owner.

INVESTMENT AND RETURNS
It is estimated that KSEW would need an investment of about Rs.3 billion by new owner to undertake proper BMR. This is in addition to the taking up of liabilities by the GoP of Rs.3.0 billion and losses of Rs.2 billion. KSEW will have to be sold to the new owner with a clean balance sheet.
After the BMR, implementation of HRD and aggressive market strategies, it is expected to have an IRR of 15% to 20%.
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