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INTRODUCTION

Pakistanis are increasingly relying on banks to keep their savings, and are using plastic money whilst shopping. There are a little over 1200 cash dispensing Automated Teller Machines (ATMs) installed in Pakistan, and except for a very few, all of them have been installed within the banks’ branches. All these ATMs have been imported by Banks through a multinational company NCR that has a local presence for securing orders from banks. The above number of existing ATMs is considered very small for a country with a population of 160 million, in which over 30 million reside in big cities and towns.

MARKET / NEED ASSESSMENT
Latest ATM usage data in Pakistan shows that on an average 140 people use an ATM, daily.  On an average over 95% of these people use ATMs for cash withdrawals rather than for inter and intra-bank funds transfer and other ATM based facilities, which means that there is a substantial potential available for banks in Pakistan for providing ATM based services. However, the primary inhibiting factor for banks is the exorbitant cost of an imported ATM that exceeds USD30,000 per ATM, excluding taxes.  Then, there is annual maintenance and insurance costs, that make it nearly impossible for banks to recover their capital cost from ATM users within the useful life of an ATM. Therefore, banks are not too keen on raising their inventories of ATMs.  In fact, the costs are so high that banks are not keen to replace their older versions of ATMs with newer models. 

There are two ATM switches in Pakistan, namely 1-Link and MNET, with the former developed in Pakistan by a Pakistani software company that has since then exported this software to many countries in Middle East and Europe. Each bank that provides ATM sites to its customers needs to have its own sub-switch that is to be connected with either 1-Link or MNET.  Some banks’ sub-switches have also been locally developed.

Apart from these cash withdrawing ATMs, National Database & Registration Authority (NADRA) has currently installed 30 cash accepting ATMs, all of which are interestingly assembled in Pakistan.  These ATMs enable people to deposit utility bills.  NADRA has recently announced to increase these ATM kiosks to over 200. NADRA machines do not require to be inter-linked with any ATM switch, because these are not required to operate on real-time basis.  NADRA has already disclosed its plans to have their issued Computerized National Identity Cards usable as plastic money (credit and debit cards), which will mean more ATMs that can handle CNIC’s.

The above description of the local market shows that if the ATM purchase and maintenance costs are lowered substantially, the number of ATM sites and usage can rise manifold. Not only that, the machines, switches and sub-switches can be exported to other countries in the region and even to EU, USA, etc.
It is estimated that the annual capacity would be to progressively manufacture up to 3000 kiosks that will be later increased to 5000 with more value addition. 

THE PROPOSED PROJECT
The objective of the project is to progressively manufacture cash dispensing units and ATMs in Pakistan for local and export sales, with a local or international brand name under a license arrangement. The project could be located in Karachi because the project will import a lot of hardware components initially. Apart from ATMs, the unit will assemble similar machines like automatic can/bottle dispensers, internet and telephone banking kiosks, etc.

The Scope of the project is envisaged as under:

· Setting up of ATM kiosks assembling unit in Pakistan.

· Arrangement of procurement of vital hardware like CPU initially through import and ATM bodies, wiring, railing, safe etc from local vendors.

· Arrangement for procurement of software under license agreement with internationally reputed firm or development of the same locally.

· Arrangement of training of engineers and technicians in various assembling operational and maintenance fields of ATMs.

· Liaise with banks, FIs and other customers for promotion of sales of ATMs.

· Gradual diversification of assembling other related products e.g:

· automatic cash/bottles dispensing machines

· automatic delegate registration machines

· internet and telephone banking kiosks

· information and advertisement kiosks

· automatic airline, rail or bus ticket dispensing kiosks
Because of the developed vendor market for Automobile Assemblers and consumer durables in Pakistan, there is an abundance of engineers and technicians required by this ATM assembling unit, who could be provided with adequate training and put on the job.  To reduce risk and save on capital cost of the project, the proposed assembling unit will require a lot of parts and components’ outsourcing and this should not pose any challenge because of the fairly developed engineering vendors in Pakistan.

TECHNICAL EVALUATION
As mentioned above, ATMs are of two types, cash accepting and dispensing ATMs.  The hardware of a cash dispensing ATM is much simpler as compared to a cash accepting ATM because the former does not need a note verification system that the latter uses.  In both these types of ATMs, the vital hardware like the CPU and others have to be imported because local manufacturing will not be feasible in the first stage. This simplifies the process of local assembling of ATM to mainly the ATM body and internal items like wiring, railings, safe for holding cash, etc.

If the vital parts to be imported are outsourced from the known international brands, the import costs are estimated to be less than US$2,000 per ATM.  If costs of all locally manufactured components and body parts, assembling and finishing are included, the cost of one ATM comes out to be less than US$8,000.  For software, one can add another US$500, which makes the cost of a locally assembled ATM to be less than US$11,000, which the banks in Pakistan will find extremely affordable and recoverable from their clients well within the useful life of these machines.  The best part of locally assembled ATMs would be that the banks would be able to have their orders tailor made in terms of the type of ATM (standalone, wall mounted or drive-by), the color scheme, facilities to be provided from each machine, etc.  

Maintenance cost of a locally assembled ATM, like any other electronic product, would be far less than that of the imported ATM. 

Internet and Telephone Banking Kiosks are far simpler than cash dispensing/accepting ATMs and will not require importing any component in the first phase. 

Software for these banking Kiosks could be easily developed in Pakistan by companies like TPS that has developed the 1-Link Switch for ATMs.  This software will provide/receive data to/from banks’ sub-switch in standard format, shielding banks from any software/hardware malfunction at the ATM. 

INVESTMENT AND RETURN

With a high level of facility outsourcing employed, the investment in this project is estimated to be in the range of USD 15 million, which includes both fixed assets and net working capital.
The project will have an IRR of 22%. 
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