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INTRODUCTION
The project for the manufacture of construction and earthmoving machinery and equipment in Pakistan has a long history of indecision and failure. It was originally conceived in 1966 as an RCD Project. The Project was planned to be set up in the private sector, however, at the time the private sector did not show any interest. It was then assigned to the then WPIDC, which also failed to activate the project because of a poor response from international collaborators. 

Later, State Engineering Corporation (SEC) in 1976 decided to take up the Project of progressive manufacture of Crawler Type Tractors (bulldozers) at Heavy Mechanical Complex in collaboration with Fiat-Allis of Italy, whose bulldozers had dominated the population of these machines in Pakistan. The PC-1 of the Project was also submitted to the GoP but was not considered.
MARKET / NEED ASSESSMENT
Construction machinery is vital for accelerating development programmes in almost all sectors of the economy. Besides the construction industry, these machines (crawler tractors or bulldozers) are needed for land leveling, land reclamation, agriculture sector, construction of highways, dams, barrages, canals, rural works programmes, etc. These machines are almost entirely imported from diversified sources.  The present population of these machines in Pakistan is estimated at around 3000. The most popular makes are Caterpillar and International Harvesters (USA), Fiat-Allis (Italy) and Komatsu (Japan).

The import figures in FBS publications are not reliable as they do not reflect the true demand of bulldozers / crawler tractors as these machines have been mixed up under the heading of tractors, where agricultural wheel type tractors are also recorded. However, from the FBS data it is observed that Pakistan is importing about 100 machines per year on the average at a total foreign exchange expenditure of approximately Rs. 300 million. This does not include the cost of spares which is estimated at 30% of the machines’ cost per year. The import figure, therefore, does not reflect actual demand which is in fact suppressed - not even meeting replacement demand. It is expected that with the local production of construction machinery at a competitive price, the demand is likely to be doubled or trebled with a healthy consequential effect on development in all economic sectors of Pakistan such as construction, agriculture, highway and road building, land reclamation, dams and canals etc.
In any case, since a large amount of public money has already been either ear-marked or disbursed for highways, irrigation works, small and medium size dams where work is either already underway or is expected to start soon such as on 3 or 4 mega dams and hydro power projects, the need for construction equipment and machinery is bound to only increase. The real estate sector is already booming in the Country. This activity will create further demand for heavy construction machinery. 

PROPOSED PROJECT
The objective of the Project is to produce Construction equipment and machinery locally. The scope of the Project is envisaged as under:

· Setting up progressive manufacturing facilities for construction machinery such as crawler type bulldozers, excavators, buckets, shovels, crushers etc. and associated equipment.
· Making arrangement for technical collaboration with a reputed foreign firm (OEM) in this sector from Europe, Japan or USA.
· Setting up a marketing network both for the domestic market and for exports to regional countries.

The project is proposed to be located at Taxila, Lahore or Karachi. Initially an assembly plant may be set up and components purchased from local vendors such as HMC, DESCON, Karachi Shipyard etc. Over time more facilities may be added. Initially the unit may produce only 75HP and 150HP bulldozers, loaders, excavators, etc. may be added. 
INVESTMENT & RETURNS
It is estimated that the total investment in the Project will be about Rs. 500 million including the cost of transfer of technology, licensing fees etc. of the OEM. The IRR of the Project is estimated to be 18%.
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