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1 INTRODUCTION AND BACKGROUND
A. Introduction
1.
In 2017, the eleven Member Countries (MCs)
of the Central Asia Regional Economic Cooperation
(CAREC) program approved the CAREC Railway
Strategy with a view to expanding the role of
railway transport in the region.1 The strategy aims
to accelerate the identification, preparation and
financing of feasible railway investment projects and,
at the same time, advance the commercialization
and reform of railways to improve their performance
(ADB 2017).
2.
In 2018, the Asian Development Bank (ADB)
approved a $2 million regional technical assistance
(TA) project for CAREC Railway Sector Development
to assist MCs in implementation of the CAREC
Railway Strategy (ADB 2018).2 The TA is intended
to accelerate the sound development of the railway
sector in CAREC countries by providing support
for railway transport market research, project
identification and preparation, knowledge sharing and
preparation of practical actions for commercialization
and reform in MCs.
3.
During the first part of TA implementation,
the TA consultants conducted assessments of
the railway sector in each MC. The purpose of
these assessments was to examine the setting,
characteristics, performance and prospects
of railways, and identify promising investment
opportunities, and commercialization and reform
1

2

3

actions, that could be considered for support through
the TA. This short report summarizes the findings of
the railway sector assessment for Pakistan, based on
several country visits, consultations with the Ministry
of Railways (MOR) and Pakistan Railways (PR), and
information obtained through the market feedback.

B. Railway network
and port facilities
4.
Railway network. The Islamic Republic of
Pakistan is a mountainous, lower-middle income
country with a population of 212.8 million in 2018
(ADB 2019). It has borders with Iran to the west,
Afghanistan to the north and northwest, the
People’s Republic of China (PRC) to the Northeast,
and India to the east. The Northern Highlands3
mountain range separates the Indus Plain in the east
of the country from the Sistan Basin in the west.
The northern border with Afghanistan also runs along
this mountain range.
5.
Most of Pakistan’s railway network was
established when it was part of colonial India under
British rule. The first railway line was between the port
of Karachi and the hinterland city of Kotri. It opened
for traffic in 1861. Over the next 50 years, further
lines were built to extend the railway in a northeasterly
direction via Nawabshah, Rohri, and Bahawalput to
the major cities of Lahore, Islamabad, and Peshawar.

The eleven CAREC MCs are Afghanistan, Azerbaijan, the People’s Republic of China (specifically the Xinjiang Uygur Autonomous
Region and the Inner Mongolia Autonomous Region), Georgia, Kazakhstan, the Kyrgyz Republic, Mongolia, Pakistan, Tajikistan,
Turkmenistan, and Uzbekistan.
The TA is cofinanced by the People’s Republic of China (PRC) Poverty Reduction and Regional Cooperation Fund and the United
Kingdom Fund for Asia Regional Trade and Connectivity (under the Regional Cooperation and Integration Financing Partnership Facility).
Including parts of the Hindu Kush, the Karakoram Range, and the Himalayas.
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From 1886 all railways were consolidated under the
colonial North Western State Railway. At the time
of partition in 1947, the 5,048 route miles within
Pakistan territory were taken over to be operated
by PR. In 1954, the railway was extended to Mardan
and Charsada (both near Peshawar). In 1956, the
Jacobabad–Kashmore line was converted from narrow
gauge to broad gauge (1,676 mm). In 1973, the
Kot Adu–Kashmore line was completed, providing an
alternate route between Karachi and the north of the
country via Dera Ghazi Khan.
6.
The Pakistan railway network is comprised
of 7,479 kilometers (km) of broad gauge lines and
a 312 km section of meter gauge (1,000 mm).
Some 1,409 km of broad gauge is double-tracked.
None of the network is electrified.4 There are three
main lines. Main Line 1 (ML1) extends via Rohri,
Bahawalpur, and Multan to connect with Karachi to
Lahore, Islamabad, and Peshawar. The Karachi–Lahore
segment of ML1 is double-tracked. Main Line 2 (ML2)
extends from Karachi to near to Peshawar. Between
Karachi and Dera Ghazi Khan it runs parallel with ML1,
then proceeds inland towards Peshawar. Main Line 3
(ML3) extends north and west from Jacobabad to
Quetta, the Afghanistan border at Chaman and the
Iran border at Taftan where it connects with the Iran
railway network. There are also a series branch lines,
mainly in the flatter eastern part of the country.
The Pakistan railway network is shown in Figure 1.1.
7.
Pakistan has only limited railway connections
with neighboring countries. The link with Iran
via Taftan requires a change of gauge from broad
gauge to standard gauge (1,435 mm) which is
used in Iran. A fortnightly train provides passenger
services between the countries. There are two links
with India—via Wagha just east of Lahore, and via
the Zero Point railway station near Khokhropar
northeast of Karachi—but usage has been restricted.
4

5

Beginning in 1976, a twice-weekly service was
operated between Lahore and Delhi (India);
and, after 2006, a weekly service was operated
between Karachi, Hyderabad, and Jodhpur (India).5
However, both services have been subject to periodic
suspension at times of tensions between the two
countries, and both are currently suspended.
8.
Pakistan does not have railway connections
with its two other neighbors, Afghanistan and the
PRC. Although Afghanistan has plans to develop
a national railway network, its existing railway is
confined to a short link between Mazar-e-Sharif and
Hairatan on its northern border with Uzbekistan, and
several short spurs at the borders with Turkmenistan
and Iran. There are currently no railways in the
southern parts of Afghanistan nearer to Pakistan,
although the two countries have discussed building
cross-border links in future, such as between Peshawar
and Jalalabad (Afghanistan). As regards the PRC,
the Pakistan railway network does not extend north
beyond Havelian while the PRC railway does not
extend south of Kashgar (PRC).
9.
Condition of rolling stock and infrastructure.
In 2017/2018, PR’s broad gauge rolling stock fleet
comprised 466 diesel locomotives, 16,159 freight
wagons, 1,460 passenger coaches, and 283 other
coaching vehicles. As a result of past underinvestment
in replacement of rolling stock, the size and condition
of PR’s rolling stock has deteriorated over past decades
(Table 1.1). Many items of the rolling stock fleet
have already exceeded their normal economic life.
More than half PR’s diesel locomotives are more
than 20 years old, while 60% of passenger coaches
are at least 35 years old, and 81% of freight wagons
are at least 40 years old (MOR and PR 2020).
Only 190 locomotives are in working condition at
any time. About a quarter of all rolling stock is under
service or awaiting service at any time (MOR 2019).

The single-track line between Lahore and Khanewal was electrified in the past but electric traction was withdrawn after the line was
double-tracked in 2009.
The Karachi–Kyderabad–Jodhpur route was closed for 41 years until 2006.
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Figure 1.1: Pakistan Railway Network Including Border Crossings
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Table 1.1: Size and Condition of Pakistan Railways’ Broad Gauge Rolling Stock Fleet
Number of Rolling Stock
1985–1990a
Diesel locomotives
Freight wagons
Passenger coaches
Other coaching vehicles
a

2005–2010a

Unserviceable Rolling Stock (%)

2017/2018

1985–1990a

2005–2010a

2017/2018

550

513

466

16.2

32.2

22.8

34,664

18,599

16,159

6.5

25.7

24.0

2,166

1,601

1,460

19.6

16.2

24.0

607

238

283

15.4

24.4

23.0

5-year average.

Source: MOR 2019.

Some reports suggest that, due to age and
damage and lack of spare parts, the actual level
of unserviceable rolling stock is even higher
(Dawn 2010; 2015).6
10.
In a step toward modernizing the
locomotive fleet, PR has ordered new locomotives
from General Electric. In 2015, it placed an order for
55 new locomotives and in 2017 it ordered 20 more.
PR is also discussing possible supply of locomotives
from the PRC.
11.
The poor condition of rolling stock is one
of the factors, along with the condition of track
infrastructure and signaling, that has led to PR having
frequent railway accidents. In 2019, PR had more
than 100 accidents. These included derailments,
fires, and collisions, and caused more than 100
deaths and several hundred injuries (Dawn 2020).
12.
Much of PR’s track and bridge infrastructure
is near the end of its economic life and needs
refurbishment. The maximum speed on about half
of the network is 105 kilometers per hour (kph),
declining to 55 km on meter gauge sections.
In practice, due to limitations in rolling stock and
infrastructure, actual train speeds are much lower.
6
7

8

The average speed of freight trains was 18.7 kph in
2017/2018, and has generally remained in the range
of 18–20 kph over the past decade (MOR 2019).
13.
Port facilities. Among the members of CAREC,
Pakistan is the only country that has deep-water ports.7
These are at Karachi, Qasim (near Karachi), and Gwadar
on the Arabian Sea. All three ports serve dry and liquid
bulks, and containerized traffic. Karachi has long been
one of the major ports on the Arabian Sea. Port Qasim
was developed in the 1970s to relieve congestion in
Karachi. In 2017/2018, Karachi handled 47 million
tons of cargo while Qasim handled 49 million tons
and Gwadar handled 5 million tons (Finance Division
2020). The port of Gwadar, which opened in 2007,
is a cornerstone of the PRC’s Belt and Road Initiative
(BRI). Construction was financed by the PRC and the
port is operated and managed by the China Overseas
Port Holding Company through a 40 year concession.
The port is designed to serve cargo of the PRC’s
Xinjiang Province, with a view to eventually also serving
landlocked Central Asian countries such as Afghanistan,
Tajikistan, and Uzbekistan.8 To realize the full potential
of the port, a railway link needs to be provided to connect
the port to the railway network, and transport between
Gwadar and Xinjiang Province needs to be improved by
upgrading and extending the ML1 railway corridor.

For example, in the first five months of 2019, PR had 111 incidents of engine failure (Dawn 2020).
While the PR has major deep-water ports on its eastern and southern coasts, the two PRC regions that are part of CAREC (Xinjiang and
Inner Mongolia) are landlocked and located far from PRC ports.
The BRI envisages extending the capacity of Gwadar to handle up to 400 million tons of cargo by 2045 (The Diplomat 2017).
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14.
Several dry ports link hinterlands with
the ports of Qasim and Karachi. These are mostly
located in larger cities along ML1 (e.g., Multan,
Rawalpindi, Lahore, Peshawar). Most are operated
by PR but there are some privately managed facilities
(e.g., Quetta, Prem Nagar, Sialkot, Faisalabad).
15.
Railway investments within the China–
Pakistan Economic Corridor (CPEC). As part of
the PRC-financed CPEC program, the government
plans to upgrade railway connectivity between the
PRC and Pakistan’s Arabian Sea ports. The immediate
investment priorities are to expand and reconstruct
ML1 and to build a dry port at Havelian. The
government estimates that these investments will
cost about $6.9 billion. The upgrading of ML1 is
expected to include double-tracking of the entire
route from Karachi to Peshawar, increasing the
maximum speed of passenger trains from to 160 kph,
increasing the maximum speed of freight trains to
120 kph, a computer-based signaling and control
system, and grade separation to improve safety.
Line capacity is expected to increase from 34 to
at least 150 trains each way per day. Commencement
of these investments was delayed for several years
pending government consideration. In August 2020,
the Executive Committee of the National Economic
Council granted approval for the ML1 upgrading
project which may now proceed to implementation.
16.
The governments of Pakistan and the PRC
have identified various additional railway investment
projects for consideration as part of CPEC over
the longer term. These include (i) completion of
the missing link between Havelian and Kashgar
(1,059 km), (ii) extension of ML1 from Peshawar to
the Afghanistan border at Torkham, (iii) construction
of the missing link to connect Gwadar port to
the railway network, (iv) reconstruction of ML2,
(v) reconstruction and upgrading of ML3 between
Quetta and the Iran border at Taftan, and
(vi) construction of a new line to connect Quetta
with ML2 at Kotla Jam near Dera Ismail Khan
(Government of Pakistan/Government of PRC 2020).

These investments would be very costly and their
feasibility remains to be confirmed.

C. Institutional
responsibilities
for railways
17.
PR is a department of MOR. With a total of
72,078 employees in 2018, (MOR 2019) it is one of
Pakistan’s largest employers. As shown in Figure 1.2,
PR’s main functions comprise railway operations,
engineering and technical matters, planning, finance
and administration. It has seven operational divisions
located in Peshawar, Rawalpindi, Lahore, Multan,
Sukkur, Karachi, Quetta; and one workshop division
at located in Lahore. The Minister, MOR provides
overall policy directions for railways, while MOR is
also responsible for the railway regulation and tariff
setting. The Secretary, MOR is ex-officio Chairman
of the Railway Board which oversees the activities and
plans of PR.
18.
In 2011, PR initiated a step towards sector
liberalization by proposing to introduce a system of
track access charges and open the sector for freight
operators financed and operated by private entities.
This was to be limited initially to selected corridors
and commodities (containers, coal, oil, etc.).
While tenders were invited and received from
the private sector, and some private companies
made substantial investments in rolling stock,
PR terminated the process in 2015 after the
government approved the procurement of 55 new
freight locomotives by PR.
19.
Currently, there are no private operators of
freight or passenger railway transport services except
that PR’s catering and ticketing are outsourced.
In 2016, public–private partnerships (PPPs) were
formed to operate long-distance passenger trains but
these were not permitted to begin operations and the
trains are still operated by PR.

5
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Figure 1.2: Administrative Structure of Pakistan Railways
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Source: Pakistan Railways.

D. Cross-border
railway routes
20.
Much of Pakistan’s potential for serving
cross-border railway traffic is because it possesses
deep water ports on the Arabian Sea. With annual
port cargo throughputs of around 100 million tons
(para. 13), transport of export and import traffic to
and from the ports is one of the PR’s main sources
of freight traffic. Due to railway capacity bottlenecks
and limitations in PR’s commercial orientation, PR
currently only serves a fraction of this traffic. However,
this could increase significantly once the proposed
CPEC upgrading and extension of ML1 is completed.
If reliable land transport links through Afghanistan can
be also be provided, PR could also attract transit traffic
from landlocked Central Asian countries.
21.
Currently the leading origins and destinations
for Pakistan’s imports and exports are the PRC,
the US, Middle Eastern countries, and European
countries (Tables 2.4 and 2.5). At present only
a small fraction of this trade is transported by
railway—mainly imported coal. Over the past few
decades, many types of cross-border freight that

previously used railway have shifted to road transport
because of capacity bottlenecks and limitations
in railway service quality. If PR can address these
problems—by investing in infrastructure and rolling
stock, and carrying out institutional reforms to
strengthen its commercial orientation and customer
focus—there could be prospects for attracting some
types of cross-border freight that currently use road
transport, such as imports of petroleum products,
fertilizers, machinery, and manufactured goods; and
exports of cotton, textiles, garments, grains, other
agricultural products, and bulk minerals.
22.
Railway traffic to and from Pakistan’s
neighbors remains low. In the case of Iran, trade
with Pakistan is low and cross-border railway
services are infrequent (para. 7). Services to and
from India have been restricted because of continuing
political tensions. Traffic to and from the PRC and
Afghanistan has been constrained by multiple
missing links, both within and beyond Pakistan,
that make it necessary for traffic to be transhipped
to road over long distances. Much of the terrain to
be crossed in Afghanistan and the PRC is also very
mountainous, and the existing roads are subject
to closures due to extreme weather in winter.
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Figure 1.3: Regional Rail Links and Ports Serving Cross-border and Transit Traffic

Moscow
Ekaterinburg

Kostanai
Tobol
Aktobe
Kandagash
Odessa

Volgadon
Canal

Constanta
Varna
Istanbul

Poti

Petropavlovsk
Kokshetau

Ulan-Ude

Nur-Sultan

Dostyk

Arys

Aktau

Almaty Khorgos
Bishkek

Tashkent
Bukhara

Batumi

Altai
Burgastai

Urumqi

Baku
Mary
Kashgar
Turkmenbashy Ashgabat
Dushanbe
Termez
Sarahs
Mazar-e-Sharif
Mashad
Peshawar
Kabul
Tehran
Torkham
Islamabad
Herat
Qom
Bafq

Delhi
Gwadar

Karachi

Arabian Sea

Ulaanbaatar

Bichigt
Sainshand
Shiveekhuren
Gashuun Suhait

Vostochny
Harbin

Zamiin-Uud
Erenhot

Vladivostok

Beijing

Dalian

Lianyungang

Bandar Abbas
Chabahar

Vanimo

Rashaan

Tianjin

Lahore
Wagha

Kandahar
Chaman
Quetta
Zahedan

Manzhouli

Altanbulag

Shalkar
Beyneu

Chita

Trans-Siberian Railway
Trans-Mongolian Corridor
Northern Trans-Asian Corridor
Trans-Caspian International Transport Route
Uzbekistan Northwestern Corridor
Lapis Lazuli Corridor
Caucasus Transit Corridor
Southern Trans-Asian Corridor
China–Pakistan Economic Corridor
North–South Corridor
Other regional rail links
Missing regional rail links

Mumbai

Notes: (1) Within the PRC, the map covers principal railway trunk routes used for trade between the PRC and CAREC member countries
and regional railway links relevant for Inner Mongolia and Xinjiang, the two PRC regions that participate in CAREC; (2) the boundaries,
colors, denominations, and any other information shown on this map do not imply, on the part of ADB, any judgment on the legal status of
any territory, or any endorsement or acceptance of such boundaries, colors, denominations, or information.
Source: TA consultants.

Another issue is that transport through Afghanistan
faces additional difficulties and costs due to continuing
security problems.
23.
As shown in Figure 1.3, if the missing railway
links in Pakistan and neighboring countries are built,
Pakistan’s strategically-located Arabian Sea deep-water
ports could become an important channel for trade
to and from the PRC. One of the features of BRI and
CPEC is that the PRC hopes to develop and extend
the ML1 corridor to establish an alternative transport
route that would serve the trade of Xinjiang Province
and ensure continuance of PRC trade, including oil
imports from the Middle East, if ocean shipping via
the Malacca Straits were to be disrupted.

24.
Without access to deep-water ports,
landlocked Central Asian countries—including
Kazakhstan, the Kyrgyz Republic, Tajikistan,
and Uzbekistan—incur very high transport and
logistics costs that raise the cost of imports
and reduce the competitiveness of exports.
These countries could benefit significantly if a
reliable regional railway route was established via
Afghanistan to Pakistan’s ports. Such a route would
face competition from Iran’s Arabian Sea ports,
including Bandar Abbas and Chabahar. Bandar Abbas
is rail-served and can be reached via Turkmenistan.
Currently, Chabahar is not rail-served but India is
financing upgrading of the port to serve its trade
between Mumbai (India) and both Central Asia and

7
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the Russian Federation (Hindu Business Line 2019),
and Iran plans to build a new link to connect the port
with the Iranian railway network. Use of Iran’s ports by
Central Asian countries has been limited as transit to
and from Iran via Turkmenistan and Uzbekistan has
been subject to various restrictions, and also because
of the prevailing economic sanctions against Iran.9
25.
Implementation of the proposed CPEC
upgrading of ML1 would alleviate the existing capacity
bottlenecks for long distance freight, making it
possible to serve additional trade and transit traffic
volumes to and from the PRC and Central Asian
countries. However, construction of the missing links
within and beyond Pakistan is likely to take many years.
In the case of PRC trade and transit traffic, until
railway links are provided between Havelian and
the PRC border, and between Kashgar and the PRC
border, freight will still have be transshipped to road
transport for the lengthy and difficult section through
the Karakoram mountain range. The associated high
transport costs will continue to limit the range of traffic
that would use the route. In the case of Central Asian
traffic, the potential for using railways to reach
Pakistan’s ports depends not only on upgrading ML1
but also on Afghanistan developing new routes to
carry traffic between the Central Asian countries on its
northern border and Pakistan on its southern border.
While Afghanistan has ambitious plans to build such
routes (Figure 1.3) and wishes to play a leading role
in transport of regional transit traffic, the feasibility of
many of the proposed links has yet to be determined,
and the investment costs would be enormous.
Consequently, the time frame for completing these
routes is likely to be long term.
26.
In many CAREC countries, including
Pakistan, the freight market share of railways
has steadily declined and that of road transport
has risen, so that road transport has become
the leading transport mode for freight.
9

While railways can potentially have cost, security
and other advantages for long distance freight, in
practice many CAREC railways have been unable to
realize such advantages. Reasons include deteriorated
infrastructure and rolling stock, inefficient terminals,
inflexible pricing and routing, and lack of customer
orientation. There are also issues of inadequate
cooperation among railways to streamline bordercrossing procedures, speed up gauge changes, offer
door-to-door prices on international routes, and
address customer concerns about damage to goods
and insurance. For PR’s future cross-border railway
services to achieve the level of competitiveness needed
to attract significant freight volumes, institutional
reforms to improve its commercial orientation and
customer focus are likely to play as important a role as
investment in missing links.
27.
Taking this into account, the likely segments
of the international freight market relevant for Pakistan
over the medium and long term are summarized below:
(i)	
To and from the PRC and East Asia.
The PRC is Pakistan’s largest trade partner and
trade between the two countries is has been
growing rapidly. At present, the leading PRC
exports are fertilizers, manufactured goods
and machinery; while Pakistan’s exports are
mainly cotton yarn and rice. Much of this trade
is currently transported to and from Pakistan
by ocean shipping, and much of collection and
delivery within Pakistan is undertaken by road.
A portion of the trade is transported by road
to and from the PRC via Khunjerab Pass and
the Karakoram Highway in northern Pakistan.
The planned CPEC upgrading of ML1 would
lead to significant growth in railway traffic,
as (a) more bilateral trade would use land
transport rather with shipping; (b) more of the
trade using land transport would shift from
road to railway, and (c) more Xinjiang Province

For Iran to attract a significant increase in cross-border traffic to and from its ports, it would also need to address existing problems of
freight capacity bottlenecks and very high tariffs for transit traffic (Harral Winner Thompson Sharp Klein 2012).
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transit traffic would use Pakistan ports, with
most of this likely to be transported to the
ports by railway.10 Such growth would be
even higher if the missing railway link
between Havelian and Kashgar is completed,
along with transshipment facilities near the
PRC border to change from broad gauge to
standard gauge.
(ii)	
To and from Afghanistan. Pakistan is
Afghanistan’s largest trading partner
accounting for 43% of Afghanistan’s imports
and 15% of its exports in 2018 (IMF 2020).
Afghanistan also ships much of its trade
with third countries via Pakistan’s sea ports.
If the security situation in Afghanistan
improves, its economy could expand rapidly,
leading to further growth in exports and
transit traffic. Proposed new mining projects
would generate bulk exports requiring
ocean shipping and could eventually be
sufficient to justify construction of rail links
to transport these products from the mines
to the Pakistan border. In the absence of
a railway network in Afghanistan, bilateral
trade and transit traffic are transported
to and from Pakistan by road, mainly
using the Torkham and Chaman borders.
Once the planned CPEC upgrading of
ML1 has been completed, some of the
Torkham traffic is likely to shift from road
to rail for transport within Pakistan. If CPEC
eventually upgrades ML3, this would lead
to more Chaman traffic also shifting to rail.
With respect to Afghanistan transit traffic
to third countries, Pakistan’s ports will also
face competition from ports in Iran. Pakistan
ports may offer distance and journey time
advantages to and from parts of eastern and
central Afghanistan, while Iran’s ports may
have advantages for western Afghanistan.

10

(iii)	
To and from Central Asia. In the absence of
reliable transport routes across Afghanistan,
Pakistan’s existing trade and transit traffic
with Central Asia is small. However, due
to their landlocked position, Central Asian
countries incur very high transport costs for
their imports and exports. They are therefore
eager to reduce these costs by obtaining
access to ocean shipping at deep-water ports
on the Arabian Sea. Such countries include
the Kyrgyz Republic, Tajikistan, Uzbekistan,
and potentially parts of Kazakhstan and
Turkmenistan. Uzbekistan has been working
with Afghanistan and other neighboring
countries to advance proposals to build
railway links from Mazar-e-Sharif in northern
Afghanistan to traverse the country and
connect with the Pakistan or Iran railway
networks to reach their ports. Until such
new railway links are built, there may be also
scope to expand traffic between Pakistan
and Central Asia if a secure and reliable road
transport convoy system can be established
for traversing Afghanistan. Within Pakistan,
Central Asian traffic would enter the country
at Torkham or Chaman. Once existing capacity
bottlenecks have been overcome by the
planned CPEC upgrading of ML1 and ML3,
most of this traffic would be transported to
the ports by railway. Over the longer term,
it is likely that Pakistan’s ports would have to
compete with those of Iran, with prospects
that Pakistan ports would offer distance and
journey time advantages for traffic to and from
eastern and central Uzbekistan, Tajikistan,
the Kyrgyz Republic, and parts of eastern
Kazakhstan and eastern Turkmenistan; while
Iran could offer advantages for traffic to and
from western parts of Kazakhstan, Uzbekistan,
and Turkmenistan, and southern parts of the
Russian Federation.

Should this route attract large volumes of PRC oil and natural gas imports, the PRC may consider building a pipeline as this could be less
costly than using railway.

9
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(iv)	
To and from India. Due to continuing
political tensions, trade with India accounts
for only 2% of Pakistan exports and 3% of
imports (IMF 2020). Taking into account the
size of the two economies, should relations
between the countries improve in future
this could lead to a significant expansion
in bilateral trade. India is also one of
Afghanistan’s main trading partners, receiving
41% of its exports and providing 5% of its
imports. Most trade between Afghanistan
and India transits Pakistan, mainly crossing
the Afghanistan border at Torkham and the
Indian border at Wagha. Once the planned
CPEC upgrading of ML1 is completed,
railway will be better placed to compete with
road transport for both bilateral and transit
traffic to and from India. Some transit traffic
between Afghanistan and India—particularly
traffic to or from western Afghanistan—could
also divert to use ocean shipping between
Chabahar port and Mumbai and other
Indian ports (para. 24).
(v)	
To and from Europe, the US, and the
Russian Federation. At present, European
countries and the US account for about half
of Pakistan’s exports and 12% of imports,
while the Russian Federation accounts
for only 1% of exports and 1% of imports
(IMF 2020). Most of this trade is transported
by ocean shipping and uses road or railway
for land transport from and to suppliers and
receivers in Pakistan. Once the planned
CPEC upgrading of ML1 is completed,
railway will be better placed to compete with
road transport for the land transport within
Pakistan. Due to the enormous distances
and high transport costs involved, it seems
unlikely that much traffic would shift from
ocean shipping to overland rail routes
if rail links are developed in Afghanistan
allowing through railway transport between
Pakistan and both the Russian Federation via
Central Asia.

(vi)	
To and from the Middle East and Iran.
At present, oil products from the Middle East
account for about a quarter of Pakistan’s
imports (IMF 2020). The main suppliers are
the United Arab Emirates, Saudi Arabia,
and Kuwait. The products are shipped by oil
tanker vessels on the Arabian Sea to Pakistan’s
ports, and then transported by railway or road
to destinations within Pakistan. After CPEC
upgrading, railway should be able to attract
a larger share of the onward transport within
Pakistan. In the case of Iran, existing trade
with Pakistan is very low. Iran accounts for
only 0.6% of Pakistan imports and less than
0.1% of exports (IMF 2020). Since there are
already railway and road connections between
Iran and Pakistan, trade potential between the
countries may be limited. However, this could
improve once economic sanctions against Iran
come to an end.

E. R
 elevant CAREC corridors
28.
The CAREC corridors relevant for railway
development in Pakistan are Corridors 5 (East Asia–
Middle East and South Asia) and 6 (Europe–Middle
East and South Asia).
29.
CAREC Corridor 5: East Asia–Middle East
and South Asia. Corridor 5 connects the PRC with
Pakistan via the Kyrgyz Republic, Tajikistan, and
Afghanistan. The corridor is strategically important
for Pakistan as, once missing links are completed,
it would improve connectivity with the PRC, its largest
trading partner, and also make it possible for Central
Asian countries to utilize Pakistan’s deep-water ports.
A change from broad gauge to standard gauge is
required at the PRC border.
30.
Subcorridor 501 proceeds directly from
Kashgar (PRC) to Pakistan. Within Pakistan it follows
ML1, extending through the Karakoram mountain
range to Havelian, Islamabad, Lahore, and Karachi.
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Figure 1.4: Sections of CAREC Corridor 5 Relevant for Pakistan
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Currently, the entire section from Havelian to
Kashgar is a missing link. ML1 currently faces capacity
bottlenecks but these would be solved by the
proposed CPEC upgrading. Subcorridor 502 provides
a direct link within Pakistan from near Peshawar to
Gwadar port. Most of this subcorridor has yet to be
built. Subcorridor 503 extends Corridor 5 northwards
from Gwadar port via Quetta to Kandahar, Kabul,
and Kunduz (all Afghanistan), and extends to
Tajikistan and the Kyrgyz Republic. All sections of
Subcorridor 503 south of Kashgar are missing links.

31.
Since much of Corridor 5 remains to be
built, and construction costs will be high due to
the mountainous terrain, it may take many years to
complete.
32.
CAREC Corridor 6: Europe–Middle East
and South Asia. CAREC Corridor 6 connects
Pakistan to the Caspian Sea countries (Azerbaijan,
Iran, the Russian Federation, and Turkmenistan) and
to Black Sea (Georgia and Turkey), providing onward
connections to Europe. It also provides hinterland
cities with access to the deep-water ports of Gwadar,
Bandar Abbas, and Karachi.
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33.
Subcorridors 601–604 focus on existing
railway corridors between Pakistan, Iran, Europe,
and the Russian Federation.11 These extend from
Karachi Port to Zahedan and Tehran (both Iran)
and connect westwards to Europe via the Caucasus
Transit Corridor and the recently completed
Baku–Tbilisi–Kars Railway, and northwards to the
Russian Federation using Subcorridor 603 along the
eastern side of the Caspian Sea. A gauge change
between broad gauge and standard gauge is required
at the Pakistan–Iran border.
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34.
Subcorridor 605 provides a more northerly
route between Europe and Pakistan. It extends
from Gwadar Port to Quetta and then proceeds in a
northwesterly direction via Afghanistan, Turkmenistan,
and Kazakhstan to reach the eastern side of the
Caspian Sea. No gauge changes are required on route.
At the Caspian Sea, Subcorridor 605 connects with
shipping services to Baku (Azerbaijan) either from
Turkmenbashy (Turkmenistan) or Aktau (Kazakhstan).
Railway services northwards to the Russian Federation
are also available. Since there are large missing links
within Pakistan and Afghanistan, the time frame for
completion of this subcorridor is likely to be longer term.

The missing link between Iran and Azerbaijan is understood to be under construction with expected completion in 2021.

2 TRENDS IN RAILWAY TRAFFIC
A. Introduction

C. Analysis of traffic

35.
This chapter provides an overview of trends
in Pakistan railway traffic. Since the present TA is
primarily intended to support the development of
cross-border transport, the chapter focuses mainly
on freight.

1. Traffic carried by land transport
37.
As shown in Table 2.1, between 1996/1997
and 2005/2006 road transport accounted for
90%–91% of land transport passenger turnover and
95%–96% of freight turnover while railways accounted
for 9%–10% of land transport passenger turnover and
4%–5% of freight turnover. Although more recent data
has not yet been published, it is expected that road
transport continues to retain its dominant position.

B. Background
36.
The railway system has played a historic
role in Pakistan’s national development. It was
particularly influential during the years after partition
when the road network was still being developed.
Subsequently, road transport became the dominant
land transport mode.

Table 2.1: Pakistan Road and Railway Traffic Turnover and Mode Share, 1996/1997 to 2005/2006
Passenger Turnover
(million pkm)

Mode Share
(%)

Freight Turnover
(million tkm)

Mode Share
(%)

Road

Rail

Total

Road

Rail

Road

Rail

Total

Road

Rail

1996/97

163,751

19,114

182,865

90

10

84,345

4,607

88,952

95

5

1997/98

173,857

18,774

192,631

90

10

89,527

4,447

93,974

95

5

1998/99

185,236

18,980

204,216

91

9

95,246

3,967

99,213

96

4

1999/00

196,692

18,495

215,187

91

9

101,261

3,753

105,014

96

4

2000/01

208,370

19,590

227,960

91

9

107,085

4,520

111,605

96

4

2001/02

209,381

20,783

230,164

91

9

108,818

4,573

113,391

96

4

2002/03

215,872

22,306

238,178

91

9

110,172

4,820

114,992

96

4

2003/04

222,779

23,045

245,824

91

9

114,244

5,336

119,580

96

4

2004/05

232,191

24,238

256,429

91

9

116,327

5,532

121,859

95

5

2005/06

238,077

25,621

263,698

90

10

117,035

5,916

122,951

95

5

pkm = passenger-kilometer, tkm = ton-kilometer.
Source: Finance Division 2008.

13

Railway Sector Assessment for PAKISTAN

39.
While railway traffic volumes have been in
long term decline, average railway trip distances have
risen steadily from 85 km in 1950–1955 to 453 km
in 2017/2018 for passengers and from 473 km to
967 km for freight. This reflects the growing availability
and competitiveness of road transport which is often
more convenient over shorter distances. The large
rise in average passenger distances was sufficient to
offset the decline in passenger volumes for much
of the period, so that railway passenger turnover
increased at an annual average annual rate of about
2% between 1950–1955 and 2017/2018. In the case
of freight, growth in trip distances was less than for
passenger traffic, so freight turnover declined steadily
after 1990–1995 and collapsed during 2010–2015
before starting to rise again in 2014 (Figure 2.2).
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40.
The causes of the long term decline in
railway traffic and loss of market share to road
transport were becoming apparent as early as the
1980s but were not addressed (Looney 1998,
Asim and Nafees 2014, Qamar and Saeed 2017).
First, increased public investment in the road network
led to road transport becoming more competitive
which resulted in road transport attracting a growing
market share. Second, public investment in railways
steadily declined from around 5%–6% of total public
investment in the early 1970s to 1%–2% in the early
1990s (Looney 1998), and has not recovered since.
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38.
Figure 2.1 summarizes trends in Pakistan
railway freight and passenger traffic over the
past 70 years using 5-yearly averages between
1950 and 2015 and annual data after 2015.
Annual freight volume peaked at 14.2 million tons
during 1965–1970 while passenger volume peaked
at 146 million passengers during 1975–1980.
Freight and passenger volumes then declined fairly
steadily. By 2017/2018, the freight volume of
8.4 million tons was 43% below the peak level while
the passenger volume of 55 million passengers was
42% below the peak level.

Figure 2.1: Pakistan Railways Average
Annual Freight and Passenger Volume
and Turnover, 1950–2018
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2. Railway traffic
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Figure 2.2: Pakistan Railways Annual Freight and Passenger Volume and Turnover,
2010/2011 to 2017/2018
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Third, for political reasons, the government often
required PR to prioritize passenger services over
freight even though passenger services were lossmaking while freight was profitable. Fourth, PR had
to obtain government approval to raise tariffs
to offset cost increases and optimize revenues,
and governments were reluctant to approve
tariff increases, especially for passenger fares.
Fifth, as a government-owned entity, PR was
organized along bureaucratic lines and lacked
the commercial orientation and customer focus
needed to respond effectively to the challenges
of increased competition from road transport
and worsening financial constraints. Sixth, PR
retained a very large staff that resulted in high staff
costs and large accumulated pension obligations.

12

In combination, these factors meant that PR was
unable to make the adjustments needed to succeed
in a competitive market, while its annual losses and
declining financing contribution from government
prevented it from investing sufficiently in periodic
replacement and upgrading of railway infrastructure
and rolling stock. Consequently, many of PR’s assets
became aged, rolling stock availability declined and
safety risks increased. By 2013, some 58% of track
had outlived its useful life, the signaling system was
obsolete, and only 180 of PR’s 477 locomotives were
operational. With traffic handling capacity on ML1
sharply reduced, and passenger services continuing
to be prioritized by the government, annual freight
volumes fell to less than 2 million tons between
2011/2012 and 2013/2014 (PR 2019a).12

During this period, due mainly to lack of spare parts for locomotive maintenance, very locomotives were available to haul freight trains
so most freight services were cancelled.
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41.
In 2013, PR sought to turn around this
difficult situation by implementing a turnaround
strategy. This included taking actions to increase
rolling stock availability, order new locomotives, focus
on core business activities, improve customer service,
and reduce avoidable expenditures (PR 2019a).13
As a result, freight volume gradually recovered to precrisis levels, reaching 3.6 million tons in 2014/2015,
5 million tons in 2015/2016, 5.6 million tons in
2016/2017 and 8.4 million tons in 2017/2018.
42.
While this rebound in freight traffic is
encouraging, it should be noted that these freight
volumes remain well below those of most other
CAREC railways (Chapter 4) and the recent rebound
in volumes has not reversed PR’s growing operating
losses. There have not yet been any major reforms
to provide permanent solutions to the problems that
caused the long-term decline in PR traffic (para. 40).

The international comparison in Figure 2.3 shows that
PR’s present freight volume is similar to railways of
much smaller countries. This suggests that PR could
have significant traffic growth potential if its existing
problems are addressed.
43.
The proposed CPEC upgrading and extension
of ML1 would remove PR’s most critical capacity
bottlenecks and enable faster speeds and service
quality improvement, which could significantly raise
traffic growth potential. However, to realize this
potential, the government would need to implement
reforms to give PR greater autonomy, strengthen
its commercial orientation and reduce non-core
activities. Without such reforms there is a substantial
risk that ML1 might attract less traffic than expected
and PR might be unable to service its CPEC loans.

Figure 2.3: Multicountry Comparison of Freight Volume and Population
250
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km = kilometer.
Source: TA consultants.
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This included launch of a series of new train services for both passengers and freight (e.g., Faisalabad–Multan–Karachi Express
in 2017) and upgrading of services between seaports and dry ports within the country.
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Machinery

2017/2018

2016/2017

2015/2016

2014/2015

2013/2014

2012/2013

2011/2012

2010/2011

2009/2010

2008/2009

2007/2008

Table 2.2: Pakistan Railways Annual Freight Traffic by Principal Commodity,
2007/2008 to 2017/2018 (ton ‘000)

1

–

–

–

–

–

–

–

–

–

–

32

10

–

–

–

–

–

–

–

–

–

Vegetable oils/ghee

101

250

88

5

10

16

35

66

58

40

30

Chemicals, fertilizer

183

171

46

18

1

–

–

58

107

234

94

Coal and coke

325

155

44

4

–

–

161

596

881

1,303

3,899

Cement

392

236

183

497

427

159

160

255

283

239

247

Containers

727

849

587

133

61

57

50

524

1,003

846

1,440

Departmental goods

1,375

1,137

861

254

86

88

134

132

160

188

303

Petroleum products

1,586

1,459

1,449

388

19

114

305

668

857

829

782

Other

2,514

2,670

2,578

1,317

719

1,482

765

1,301

1,652

1,951

1,560

7,236

6,937

5,836

2,616

1,323

1,916

1,610

3,600

5,001

5,630

8,355

Iron and steel

Sources: MOR Yearbooks.

44.
A feature of the decline in PR freight traffic
in recent decades is that various types of traffic
have shifted to road transport leaving railways
serving a narrower range of commodity types.
As shown in Table 2.2, by 2017/2018 about 56%
of PR freight volume was from petroleum products,
coal and coke. PR’s freight traffic is largely confined to
bulk commodities, with most agricultural products,
machinery and manufactured goods having long ago
shifted to road transport. An encouraging sign is that
container traffic rebounded to account for 17% of
freight volume in 2017/2018.
45.
The most significant recent change in
commodity composition is the large increase in coal
and coke traffic which is now much higher than
in the past. This is due to the rapid expansion of
thermal power production in Pakistan that requires
transportation of large volumes of coal and coke to
power stations. As shown in Figure 2.4, Pakistan’s coal
consumption increased by a factor of five between
2013 and 2018. While there are large reserves of
coal in the Thar Coal basin in southeast Pakistan,

much of this is lignite or low grade coal that have
to be supplemented with imported high grade,
low sulfur coal. PR has concluded a series of new
coal transport agreements with power plants
(e.g., Yusuf Wala power plant, Sahiwal power plant).
Railway is generally more efficient and environmentfriendly than road for transportation of coal and coke.
Since, the government plans further expansion
of power generation, and power stations have an
economic life of several decades, coal and coke traffic
are set to become the mainstay of railway freight.
46.
Containerization of railway freight traffic
remains underdeveloped by international standards.
In 2017/2018, Pakistan’s dry ports processed
45,722 twenty-foot equivalents (TEU) that were
imported or exported by railways whereas Karachi
port handled a total of about 2.25 million TEU.
However, container traffic is growing. This is partly
due to the expanded role of hinterland dry ports
which has led to more containers being
circulated between the seaports and dry ports.

17

Railway Sector Assessment for PAKISTAN

Figure 2.4: Pakistan Coal Consumption, 2013–2018
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Source: Y-Charts. 2020. https://ycharts.com/indicators/pakistan_coal_consumption.

Another factor has been the introduction of container
block train shuttles and direct loading of container
trains at the Pakistan International Container Terminal
of Karachi port. Further growth of rail container
services is expected in future.

3. Cross-border and transit traffic
47.
As discussed in Chapter 1, the majority of
PR’s freight traffic is either domestic traffic exports
and imports to and from the ports. Existing railway
cross-border and transit traffic is small. Although
railway connections are available to India and Iran,
service frequencies and traffic volumes remain low.
Pakistan has considerable trade with Afghanistan and
the PRC, and serves transit traffic to and from these
countries, but the railway network in Afghanistan has
yet to be developed and there are missing links within
Pakistan and the PRC.
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48.
Given that most of Pakistan’s trade and
transit traffic passes through its Arabian Sea ports,
and much originates or terminates at locations in
central and northern parts of the country, the ports
should provide a major source of traffic for PR.
As shown in Table 2.3, in 2018/2019, Karachi Port,
Port Qasim, and Gwadar Port handled 96 million
tons of cargo, including 75 million tons of imports
and 21 million tons of exports.14 This level of port
cargo throughputs was more than 11 times PR’s
total freight traffic of 8.3 million tons in 2018/2019
(Finance Division 2020).
49.
Table 2.4 provides a breakdown of the
value of Pakistan’s total annual imports by main
trading partner. In 2018, the leading sources of
imports were the PRC (24% of total import value),
the Euro area (7%), the United Arab Emirates (15%),
Saudi Arabia (5%), the US (5%), and India (3%).
Imports from Afghanistan, Iran, the Russian
Federation, and Central Asia countries were low.

Port throughputs include trade to and from Pakistan and trade between third countries transiting Pakistan.
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Table 2.3: Cargo Handled by Pakistan Ports, 2014/2015 to 2018/2019 (ton ‘000)
2014/2015

2015/2016

2016/2017

2017/2018

2018/2019

Imports

29,672

34,594

42,638

41,669

32,863

Exports

13,750

15,451

9,855

13,016

14,031

Subtotal

43,422

50,045

52,493

54,685

46,893

Imports

21,608

25,857

30,995

38,471

41,878

Exports

8,405

7,464

6,363

7,084

7,153

Subtotal

30,014

33,321

37,358

45,555

49,031

Imports

439

51

80

24

4

Exports

0

1

2

3

1

439

51

82

27

5

Imports

51,719

60,502

73,713

80,164

74,745

Exports

22,155

22,916

16,220

20,103

21,185

Subtotal

73,875

83,417

89,933

100,267

95,929

Karachi Port

Port Qasim

Gwadar Port

Subtotal
Overall total

Note: Includes minor errors for rounding of decimals.
Source: Finance Division 2020.

Table 2.4: Pakistan Imports by Value and Trading Partner, 2018 ($ million)
2014

2015

2016

2017

2018

People’s Republic of China

9,588

11,019

13,680

15,356

14,213

United Arab Emirates

7,077

5,735

6,202

7,530

8,662

Euro Area

2,986

3,123

3,612

4,282

3,992

Saudi Arabia

4,417

3,007

1,843

2,729

3,197

United States

1,800

1,917

2,007

2,773

2,872

Kuwait

2,955

1,713

1,272

1,468

1,411

India

2,105

1,669

1,644

1,688

1,992

Afghanistan

392

390

370

415

505

Russian Federation

225

170

258

311

485

Iran

186

261

323

327

368

Other

15,814

14,986

15,786

20,404

21,476

Total

47,545

43,990

46,998

57,286

59,174

Source: IMF 2020.
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The main products imported (in value terms) were
refined petroleum, other oil products and petroleum
gas (21% of total import value) from the Middle East;
fertilizers from the PRC, manufactured goods and
machinery and other items from the PRC, Europe, and
the US (Observatory for Economic Complexity 2020).
Imports also included coal, mainly from South Africa
and Indonesia. While imports of petroleum products
are generally transported from the ports by pipeline,
imports of fertilizers, coal, manufactured goods, and
machinery could potentially be carried by railway.

As in the case of imports, there should be potential
for PR to transport more of Pakistan’s export traffic
between centers of production and the ports.
51.
In addition to the potential for railway to
attract a larger share of existing trade and transit
traffic flows, there could also be scope to serve
new sources of subregional traffic in future, notably
traffic to and from Afghanistan, the PRC, and other
Central Asian countries. This is contingent on
railway routes and multimodal connections being
established to connect the Pakistan railway with
these countries—notably the CPEC upgrading and
extension of ML1, proposed railway links between
Pakistan and Afghanistan, and sufficient parts of
Afghanistan’s proposed railway network to enable
railway traffic to cross between the south and
north of the country where it borders Uzbekistan,
Tajikistan, and Turkmenistan. While only limited
information is available about the PRC’s plans to
develop Gwadar Port to serve Xinjiang Province trade,

50.
Table 2.5 provides a breakdown of the value
of Pakistan’s annual exports by main trading partner.
In 2018, the leading destinations of exports were the
Euro Area (23% of total export value), the US (16%),
the PRC (8%), the United Kingdom (7%), Afghanistan
(5%), the United Arab Emirates (4%), and India (2%).
Exports mainly consisted of agricultural products,
rugs and carpets and food. Exports to Central Asian
countries, Iran, and the Russian Federation were low.

Table 2.5: Pakistan Exports by Value and Trading Partner, 2018 ($ million)
2014

2015

2016

2017

2018

Euro Area

5,077

4,602

4,814

5,188

5,543

United States

3,647

3,662

3,430

3,552

3,741

People’s Republic of China

2,253

1,935

1,591

1,460

1,844

United Kingdom

1,655

1,573

1,558

1,626

1,714

Afghanistan

1,879

1,722

1,370

1,390

1,211

United Arab Emirates

1,324

899

785

833

927

Bangladesh

688

701

656

644

746

Saudi Arabia

510

431

380

329

295

India

392

312

348

335

377

Russian Federation

188

161

145

131

152

43

32

36

26

21

Other

7,119

6,142

5,470

6,018

6,618

Total

24,731

22,140

20,547

21,504

23,170

Iran

Source: IMF 2020.
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it seems this could eventually carry large traffic
volumes (footnote 7), much of which would
probably be suitable for using railway. In the case
of Afghanistan, if the security situation improves,
various large mining projects may proceed to
implementation. To reach international markets,
such projects are likely to require railway connections
between the mines and deep-water ports in Pakistan
or Iran. For many mine locations in central and
eastern Afghanistan, Pakistan’s ports would have
distance and journey time advantages. With respect
to Central Asian countries, the existing transport and
logistics costs of their trade are among the highest
in the world, so countries have a strong interest to
reroute their trade via Afghanistan to reach deepwater ports. Uzbekistan has indicated its willingness
to contribute to financing of rail links needed to cross
Afghanistan.

D. Traffic growth scenario
52.
No detailed forecast is available for future
passenger or freight traffic. If Pakistan is able to
successfully implement investments to upgrade and
extend the main railway network and modernize
rolling stock and other facilities—notably through
CPEC—and if it implements reforms to strengthen
the commercial orientation and customer focus of
railways, there is considerable potential for traffic
growth based mainly on existing coal, petroleum and
fertilizer traffic; and growth in cross-border and transit
traffic, including to and from the PRC, Afghanistan,
and potentially other countries if missing subregional
railway links to cross Afghanistan are built.
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3 MARKET COMPETITIVENESS
A. Introduction
53.
This chapter discusses the market
competitiveness of PR’s freight railway services and
identifies issues that need to be addressed to improve
competitiveness.

B. Setting for competition
54.
The freight transport market in Pakistan is
highly competitive. There are a large number of truck
operators and many are experienced in operating on
long-distance routes. The main transport corridor
served by both road transport and railway is between
the southern seaports and the major centers in the
north of the country. This is also the main route
used for transporting transit traffic to and from
Afghanistan.
55.
Pakistan now has a road network of
264,000 km. About 60% of the roads are paved.
There are about 12,100 km of national highways and
1,400 km of motorways. As with the railway network,
the CPEC program includes proposals to upgrade and
extend the road network which will further intensify
competition between road and rail.
56.
Pakistan also has about 17,500 km of
pipelines including 12,984 km of pipelines for gas,
3,470 km for oil and 1,170 km for refined petroleum
products. Pipelines are generally the most efficient

15
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and reliable way of transporting liquid and gaseous
materials over long distances. They therefore
compete with railway for transport of petroleum
and gas, and are generally the preferred mode
if conveniently located pipelines are available.15
A new 1,122 km liquified natural gas pipeline is
planned from the gas terminal at Karachi Port to
Lahore. A 2,775 km gas pipeline is under construction
between Iran and Pakistan.16 The proposed 1,800 km
Turkmenistan–Afghanistan–Pakistan–India (TAPI)
pipeline will convey gas from the Turkmenistan’s
Galkynysh Gas Field to India via Afghanistan and
Pakistan. Construction in Turkmenistan began
in 2015 and the first gas flow is scheduled for
2023/2024.

C. Market feedback
57.
Interviews with shippers, transport
companies and other market participants in
Pakistan were used to obtain market feedback on
the competitiveness of railways. The findings are
summarized in Table 3.1.

1. Positive feedback
58.
The main positive feedback from market
participants was that there is a large unmet demand of
railway services that PR could serve if it addresses the
existing capacity bottlenecks, improves operational
performance, and offers more competitive prices.

For example, the White Oil Pipeline directly connects the Pak-Arab Refinery Company at Qasba Gujrat, Multan District with Port Qasim.
Construction has been subject to implementation delays.
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Table 3.1: Potential Rail Competitiveness of Pakistan for Different Traffic Types
If Competitive
Rail is
competitive

Rail is not
competitive

Traffic Type

Examples

Explanation of Rail Competitiveness

Project cargo, outof-gauge cargo

Electricity generation and
mining equipment

Rail has advantages for moving extra heavy,
over-dimension cargo

Petroleum and gas

Petroleum and gas imported
through Pakistan’s ports

Railway is the preferred for locations not served
by pipelines

Low value bulks,
e.g., coal, cement

High-grade coal required as
fuel for thermal power plans

Rail is efficient and environmentally-friendly, especially if
specialized terminals and handling equipment are available

Other bulk
commodities

Imports of fertilizer through
Pakistan’s ports

Rail is efficient and environmentally-friendly, especially if
specialized terminals and handling equipment are available

Chemicals

Poisonous, flammable,
corrosive cargo

Rail has advantages for safety and security which are prime
considerations

Long-distance
containerized traffic

Containerized imports to be
transported via hinterland
dry ports

Railway can potentially offer fast, reliable and secure
transport if sufficient volumes are available for use of
container block trains

Time-sensitive and
high value cargo

Imports of high value
manufactured products,
e.g., electronics

Road transport driver teams are better at protecting cargo
from theft

Petroleum and gas

Petroleum and gas imported
through Pakistan’s ports

Where available, pipelines are more efficient and secure
than railway

Consumer products

Small to medium-sized
shipments requiring
door-to-door service

Road is generally less costly, faster and simpler to organize,
especially for shorter distance trips (e.g., 100–300 km)
and for origins and destinations far from the railway

Perishables

Imports of fresh produce

Road is faster, more reliable, and better at handling
problems such as mechanical failure of refrigerated units

km = kilometer.
Source: TA consultants.

2. Issues affecting rail competitiveness
59.
Market participants said that, in order
for railways to be capable of competing with road
transport, Pakistan will need to address the issues
discussed below.
60.
Unavailability of rolling stock and track
capacity. The existing shortages and unreliability of
rolling stock (locomotives and wagons), as well as
limitations in track capacity, make it more difficult
to use of railways and undermine the timeliness and
reliability of railway services. These problems are
mainly attributed to the high age of infrastructure and
rolling stock fleet, inefficiency in PR’s maintenance

workshops (including spare parts management) and
poor wagon management processes. Often such
problems result in wagons not being at their
scheduled location, leading to delays in loading and
reduced train utilization.
61.
A related concern of customers is that PR’s
network offers only very limited connections with
neighboring countries.
62.
Pricing. The most commonly stated
problem is that prices for railway transport are
too high compared with those offered by road
transport. This seems to apply even on long
distance services such as from Karachi to Lahore.
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The cost of using road transport is lower due to
intense competition among large numbers of road
transport operators, and also because regulations and
safety rules for road transport (e.g., overloading) are
poorly enforced. Road operators are also flexible in
their pricing, adjusting prices in response to demand.
This leads to competitive prices and high vehicle
utilization. On the other hand, PR’s freight rates are
fixed and not market-oriented. This leads to price
distortions. For example, the cost of using railway to
transport a container is sometimes twice the cost of
using road transport. A better allocation of resources
over time can be achieved by PR adopting flexible
pricing systems.17
63.
A further concern of customers is that PR
requires customers to pay all fees and invoices in
advance whereas road transport operators allow more
flexible payment arrangements.
64.
Terminals and handling facilities.
Customers say that train loading and assembly at
Karachi and Qasim ports is inefficient leading to
longer turnaround times, higher operating costs
and reduced competitiveness of railway services.
Problems include undersized shunting tracks,
inadequate train assembly and loading facilities, and
blockage of railway tracks by trucks waiting to collect
containers.
65.
The low degree of automation of PR
operations means that a large workforce is needed
to carry out tasks manually. This raises costs
and increases the risk of human error. Increased
automation of terminal operations is needed to
achieve operational efficiency.
66.
Speed, punctuality, and reliability.
Many customers have low confidence in the
speed, punctuality and reliability of PR’s services.
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Road transport is generally much faster than railway.
For example, the train between Karachi and Lahore
often takes up to 90 hours, equivalent to an average
speed of only 14 kph, whereas a truck can complete
the journey in 14 hours. Delays of 30 hours or
more are relatively common. Factors contributing
to this problem include the poor condition of
railway infrastructure in some areas (e.g., speed
restrictions, signaling failures, unscheduled stops,
etc.), inadequate planning and coordination of
railway services (para. 68), unavailability of rolling
stock and the inflexibility of PR when problems are
encountered. Another factor is the prioritization of
passenger trains over freight services that leads to
additional delays for freight if passenger trains have
been delayed. While road transport also has to cope
with shortcomings in road infrastructure in some parts
of the country, planning of consignments is simpler
than for railways, and operators are more flexible and
customer-focused.
67.
Frequent derailments and other accidents
also contribute to delays. PR still relies upon various
interlocking systems that are operated mechanically,
and its signaling systems are obsolete, so when an
accident occurs it often takes a long time to restore
train operations.
68.
Planning and capacity. Careful planning
of services is one of the ways railways can ensure
available transport capacity is well-utilized.
This also helps to reduce service costs and support
competitiveness. However, PR’s existing train
movements and paths are predefined in a timetable
that does not reflect the actual capacity and condition
of the infrastructure and has to incorporate a high
degree of redundancy and reserve times. This leads
to train paths being unused where freight trains could
operate. Customers also say that PR requires too
much lead time when arranging railway services and
train paths.

In recent years, rail freight services have made increased use of promotional fares and long-term customer agreements
(e.g., with power plants to supply coal) which contributed to the rebound in freight traffic and revenue.

4 Railway operating and

financial performance
A. Introduction
69.
This chapter provides a short assessment of
PR’s commercial orientation and its operating and
financial performance.

B. Commercial orientation
70.
For the past 70 years, PR has functioned
as a government department taking overall policy
directions from the government and receiving
annual allocations from the government budget
to offset losses (Asim and Nafees 2014, Looney
1998, World Bank 1999). This model has resulted
in a railway that operates along bureaucratic lines
and has little commercial orientation or customer
focus. As discussed in Chapter 2 (para. 40), the
government has long prioritized passenger services
over freight, while retaining control over tariffs and
generally limiting tariff increases, especially for
passenger services. By suppressing freight compared
with passenger services, and denying PR the tariff
flexibility needed to compete with road transport, this
has detracted from PR’s commercial performance.
The government has also shown limited appetite for
rationalizing PR’s large staffing18 and for implementing
institutional reforms such as corporatization or
privatization that could give PR greater autonomy to
operate along commercial lines. The present model
for railway provision is also financially unsustainable
since PR’s annual government budget allocation has

18

not been sufficient to provide adequate reserves
to finance asset replacement and meet the cost of
staff pensions. As discussed in Chapter 1, much of
PR’s railway infrastructure and rolling stock has
already exceeded its useful economic life but was not
replaced due to lack of finance.
71.
PR has a complex bureaucratic structure
that does not allow for commercial flexibility.
Responsibilities are demarcated between
departments but inter-departmental coordination
is limited. Work processes to examine the business
case of proposed investments, such as cost-benefit
analysis, are not well established. Decisions on how
to spend money within PR are budget-oriented
rather than business-oriented. PR management
needs to be given more autonomy from MOR but
required to produce a satisfactory commercial return.
Its management structure needs to be commerciallyoriented with a strong focus on ensuring railway
services are profitable. If the government wishes PR
to operate unprofitable services, it should reimburse
PR for the associated losses by establishing a public
service obligation (PSO) mechanism.
72.
Through the CPEC investment, PR hopes
to overcome many of its existing technical and
operational problems by replacing, modernizing
and upgrading the infrastructure and rolling
stock on its busiest route. It also hopes ML1
will attract new sources of traffic, including
cross-border traffic to and from the PRC.

PR has introduced measures to reduce illegal payments and “ghost” pensions.
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However, PR’s past experience suggests that unless
accompanied by reforms to strengthen commercial
orientation and customer focus, the CPEC investment
could perform below potential and PR could have
difficulty servicing the associated debt.
73.
With ADB support, PR has prepared the
Pakistan Railway Strategic Plan (PRSP), supported
by a financial model of PR, which provides a basis to
guide the institutional reforms that are needed (MOR
and PR 2019). Alongside implementation of CPEC
investments, this envisages (i) changing the roles of
MOR and PR, with MOR to concentrate on policy and
PR to have more autonomy to manage the railway;
(ii) establishing a PSO mechanism for government
to compensate PR for having to operate loss-making
passenger services; (iii) PR operating on an increasingly
commercial basis, with freight and passenger services
run as separate business units, freight to be operated
at a profit, and passenger services to break even
after payment of PSO; (iv) freight operations making
greater use of block train services, including for coal,
cement and container traffic; (v) freight tariffs being
market-based; (vi) attracting increased private sector
participation by allowing market entry by private
freight carriers, development of new freight terminals
by the private sector, private supply of freight wagons,
and award of concessions for private operation of
railway passenger services; (vii) making changes in
staff recruitment, deployment, remuneration, training
and management to improve workforce skills and
performance; (viii) upgrading PR’s accounting system
based on International Financial Reporting Standards
(IFRS) and introducing an enterprise resource
planning system; (ix) separation of pension payments
from railway operating expenses; and (x) reforming
non-core activities with a view to these becoming
financially self-sustaining.
74.
The PRSP has been approved by the
Railway Board but has yet to be considered by higher
authorities. As shown in Box 4.1, many of the PRSP
priorities were incorporated in Pakistan’s National
Transport Policy approved in 2018.

Box 4.1: Overall Directions for Railway
Transport Under the National Transport Policy
Pakistan’s National Transport Policy, approved in 2018,
established the following overall directions for railway transport:
1. Railway operation in Pakistan will be organized to become
more commercially viable.
2. Railway infrastructure will remain in the public sector.
Private sector participation in railway operations and
maintenance will be encouraged and promoted, in ways
that serve the public interest.
3. Defined railway role in the transport sector will be
supported by appropriate levels of investment.
4. A methodology for calculating compensations for meeting
Public Service Obligations will be developed, agreed
and implemented. The process of getting Public Sector
Obligations from the government, including provincial and
local governments, if any, will be initiated as per the agreed
framework.
5. For passengers, rail transport will prioritize the provision
of fast and reliable inter-urban services between all major
urban centers.
6. For freight, rail transport will focus on the provision of
long-haul transport, particularly of container, trailer and
bulk commodities, to reduce the share of freight moving
on the road network.
7. The network will handle a balance of freight and passenger
services. A minimum level of passenger service will be
defined in line with socio-economic plans.
8. Railway infrastructure will be modernized and expanded to
improve capacity, provide connectivity across the country
and improve reliability of services.
9. Direct connectivity to, and intermodal connections
between the ports, dry ports and industrial areas will be
enhanced.
10. D
 edicated intermodal terminals for passengers will be
provided within and near urban areas to connecting
public transport.
11. A
 sustainable asset management regime for both fixed
assets and rolling stock will be adopted.
12. Rail safety will actively be promoted.
13. N
 ew technology will be adopted to enhance ease of
passenger travel and freight connectivity.
14. I mprove environmental protection, including addressing
rolling stock emissions and noise.
15. F ares will reflect the willingness and ability to pay, allowing
targeted Public Service Obligations regulations to be
considered.
16. E
 nhancement of rail related statistics will be pursued to
support evidence-based decision making.
Source: Planning Commission 2018.
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75.
Through the PR Business Plan 2020,
approved by the cabinet in 2019, the government
has endorsed some initial steps toward addressing
the PRSP priorities, including adjustments in the
roles of MOR and PR, digitalization and automation
measures, actions to attract increased private sector
engagement, and changes in human resource
management and accounting system development
(MOR and PR 2019).

C. Financial performance
76.
PR’s audited profit and loss statements
for 2015/2016 to 2017/2018 are summarized in
Table 4.1. These show that over the period there was
significant revenue growth but this was accompanied
by substantial rises in working expenses. PR’s total
working expenses remained almost double its gross
earnings in each year, leading to annual net losses of
between PRs27 billion and PRs41 billion.

77.
Since implementing the turnaround strategy
from 2013 onwards, the reduction of rolling stock
bottlenecks has enabled PR to operate more trains
leading to growth in traffic and revenue (para. 41).
As Figure 4.1 shows, between 2013/2014 and
2017/2018 PR’s annual revenues more than doubled,
with freight revenues rising from 16% to 38% of
total revenue. The main increases in operating
expenses over the period were growth for repair and
maintenance, and staff costs.
78.
Staff costs including pensions account for
about two-thirds of PR’s total operating expenses.
As Figure 4.2 shows, staff salaries and pensions
exceeded operating revenues in each year from
2012/2013 to 2017/2018.
79.
While PR’s recent unprofitability
is of great concern, it is also important to
appreciate that PR has operated at an annual
loss for most if not all of the past four decades.19

Table 4.1: Pakistan Railways Profit and Loss Account, 2015/2016 to 2017/2018 (PRs million)
2015/2016

2016/2017

2017/2018

Gross earnings

36,581.86

40,064.94

49,569.68

Total working expenses

63,154.63

80,381.36

85,514.38

(26,572.77)

(40,316.42)

(35,944.70)

(422.02)

(403.11)

(683.34)

1.70

17.74

5.99

(26,993.09)

(40,701.79)

(36,622.05)

Operating surplus/(loss)
Interest on debt
Miscellaneous receipts
Net profit/(loss)
PRs = Pakistan rupees.
Source: Auditor General 2019.

19

MOR’s annual Pakistan Railways Yearbooks report that PR operated at an annual loss from 2010/2011 and 2017/2018, and that its
total ordinary working expenses exceeded gross earnings for the five-year periods from 1999/2000 to 2004/2005 and 1994/1995
to 1999/2000 (MOR 2016; 2019). The implementation completion report of the World Bank-financed Pakistan Transport Project
indicates between 1988/1989 and 1997/1998 PR incurred large and increasing annual losses (World Bank 1999). A study of PR
prepared in 1998 reported that PR had been making annual losses for some years before incurring a large loss in 1988/1989, and
that between 1977/1978 and 1987/1988 passenger traffic declined at an average annual rate of 6% while freight declined at 0.6%
(Looney 1998).

27

Railway Sector Assessment for PAKISTAN

Figure 4.1: Reported Pakistan Railways Operating Revenues and Expenses, FY2011–2018 (PRs billion)
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Figure 4.2: Pakistan Railways Operating Revenues and Expenses, 2012/2013 to 2017/2018
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Each of the major problems that currently lead to
unprofitability have been considered before in PR’s
past dialogue with the government and development
partners, but none have been resolved, including PR’s
lack of autonomy, prioritization of passenger traffic,
government control over tariffs, introducing PSO
payments to compensate PR for unprofitable services
required by the government, and the need to reduce
PR’s oversized labor force. It is worth recalling that
the railway component of the World Bank-financed
Pakistan Transport Project, approved in 1990,
provided support for acquiring locomotive spare
parts to reduce maintenance backlogs; preparing
an unbundling program leading to corporatization
and eventual privatization; setting up a modern
accrual-based accounting system separated by main
lines of business; increasing tariffs; and creating a
PSO mechanism. While some progress was initially
made with implementing the various parts of the
project, this was not sustained and at completion the
performance of the project was rated unsatisfactory.
In the case of locomotive spare parts funding and
the PSO, the government reduced its financing
contribution making these unsustainable. As regards
the institutional changes, reform proposals were
prepared but the government did not adopt or
implement them, leaving PR’s largely unchanged
(World Bank 1999).

D. Operational
benchmarking
80.
Drawing upon railway operational data
obtained from the International Union of Railways
(UIC),20 aspects of the operational performance
of PR have been benchmarked in relation to other
CAREC railways (except Afghanistan)21 and leading
railways from other regions (Germany, India, Russia,

20
21

and North America). In most cases the data refers to
operational activities in 2017. In other cases, it refers
to the most recent year for which data is available.
81.
In terms of size of railway network and
number of employees, PR is among the largest
railways in the CAREC region. Yet, it is still small
compared with leading railways in other regions.
This is shown in Figure 4.3.
82.
Among the CAREC MCs, PR has the third
highest number of diesel locomotives and fourth
highest number of wagons. However, as mentioned
in Chapter 1, due to high average age and limitations
in maintenance, PR’s available rolling stock fleet
is substantially smaller and more comparable with
smaller CAREC railways. This is shown in Figure 4.4.
83.
Among CAREC MCs, PR has the second
highest passenger turnover but its freight turnover is
the sixth highest and compares with levels transported
by the smallest CAREC railways. This reflects both
the capacity bottlenecks faced by PR and the effect
of government prioritizing passenger services over
freight. Since freight services can be operated
profitably but passenger services are rarely profitable,
it is not surprising that PR has been loss-making for
many years. This is shown in Figure 4.5.
84.
Track density measures the intensity of
track utilization in terms of traffic volume per km
of rail. Among CAREC MCs, Pakistan has the sixth
highest track density. This provides an indication
that PR’s existing infrastructure should be capable of
accommodating more traffic if capacity bottlenecks
are addressed. Pakistan’s staff productivity is also sixth
highest among CAREC MCs. It is evident that other
countries manage to operate their railways with fewer
personnel and that PR is overstaffed for its present
level of operations. This is shown in Figure 4.6.

The UIC database consists of data self-reported by individual railway organizations.
The UIC database does not yet include data for Afghanistan so it is not included in the benchmarking analysis.
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Figure 4.3: Comparison of Railway Length and Staff Size in Pakistan,
other CAREC Member Countries and other Leading Railway Countries
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Figure 4.4: Comparison of Railway Rolling Stock Fleet in Pakistan,
other CAREC Member Countries and other Leading Railway Countries
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Figure 4.5: Comparison of Annual Railway Freight and Passenger Traffic Levels in Pakistan,
other CAREC Member Countries and other Leading Railway Countries
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Figure 4.6: Comparison of Railway Track and Staff Productivity in Pakistan,
other CAREC Member Countries and other Leading Railway Countries
Track density (million pass-km and freight-km per track km)
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Figure 4.7: Comparison of Locomotive and Wagon Productivity in Pakistan,
other CAREC Member Countries and other Leading Railway Countries
Loco productivity (million pass-km and ton-km per loco)
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85.
A further set of productivity measures
concerns rolling stock asset utilization. Wagon
productivity measures annual traffic turnover per
owned wagon while locomotive productive measures
annual traffic turnover per locomotive. PR’s wagon
productivity is the sixth highest among the CAREC
MCs while its locomotive productivity is fifth highest.

Both measures understate productivity as the existing
fleet of wagons and locomotives includes many items
that are obsolete or unserviceable and, due to age,
many of the serviceable items require more frequent
maintenance. PR therefore needs to invest in
replacement and expansion of its rolling stock and
improve its performance in rolling stock maintenance.
This is shown in Figure 4.7.

5 PROPOSALS FOR INVESTMENT,

commercialization, and reform
A. Introduction
86.
Drawing on the previous chapters, this final
chapter discusses opportunities for Pakistan to obtain
prefeasibility study support, and capacity development
and knowledge-related assistance, through the
present CAREC Railway Sector Development TA.
The CAREC Railway Working Group will oversee
the final selection of prefeasibility studies, capacity
development and knowledge-related assistance to be
supported by the TA.

B. Policy setting
87.
As discussed in the preceding chapters,
for many years the policies of successive governments
toward railways have given priority to loss-making
passenger services at the expense of freight services
capable of operating profitably. Over the past four
decades, this has contributed to PR incurring annual
losses in most if not all years. While the government
has provided PR with annual budget allocations
to offset its losses, this has not generated the
additional financial reserves needed to finance regular
replacement of infrastructure and rolling stock assets
when they reach the end of their useful economic life.
As a result, by 2020 much of PR’s infrastructure and
rolling stock was already aged and incapable of carrying
high traffic volumes or supporting trains operating at
high train speeds, while there was a high incidence of
railway accidents. Without a major financial injection
to invest in replacement of most of the existing railway,
the present problems are likely to worsen and the role
of railways in Pakistan will be further diminished.

88.
The CPEC proposals are expected to provide
a massive financial injection of loans from the PRC
to upgrade and extend the main north–south railway
corridor, ML1. The CPEC proposals are now central
to government policy on railways. However, while
the CPEC investment would make it possible for
PR to carry significantly higher traffic volumes and
offer faster train services, and significantly reduce
problems of inoperable infrastructure and rolling
stock assets, it would not address the underlying
policy and institutional problems that have led to the
present situation. Unless these are addressed, it is
very possible the upgraded ML1 might not attract
the traffic and revenue growth that is hoped for,
and might not generate enough operating surplus
to service the large CPEC loans nor generate the
reserves needed to finance future asset replacements.
89.
As regards cross-border traffic, the
improvement of ML1 will not only enable PR to
expand its domestic freight traffic but will also make
it possible to serve more cross-border and transit
traffic to and from Pakistan’s main population centers
and deep-water ports. ML1 could potentially attract
significant volumes of trade and transit traffic to
and from the PRC, although Pakistan and the PRC
have not yet disclosed details of expected traffic.
The full traffic potential of ML1 to attract crossborder traffic may not be realized until the missing
links between Havelian and Kashgar have been
completed (these are not included in approved CPEC
investment in ML1). Once sufficient elements of
Afghanistan’s proposed railway network have been
built, ML1 could also serve Pakistan’s bilateral trade
with Afghanistan, Afghanistan transit traffic passing
33
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through Pakistan’s ports, and eventually Central Asian
trade and transit traffic. However, it could take
many years before railway connections through
Afghanistan are completed. The costs of building
the main sections of Afghanistan’s proposed railway
network would be very high and, due to continuing
security issues, the existing levels of domestic and
cross-border freight traffic (by road) are quite low and
may not be sufficient to justify investment in some of
the railway sections.22
90.
As discussed in Chapter 4, in recent
decades the Pakistan authorities have had
considerable dialogue with and support from
international development partners on preparation
and implementation of policy and institutional
reforms to help put railways onto a sound footing.
Successive studies and investment projects have
examined the important dimensions of reform
including rationalization of the tariff structure,
flexibility to change tariffs, removal of biases favoring
passenger services over freight, track access charges
to enable private operators to enter the market,
market regulation, staff reduction, changing from a
bureaucratic organization to a corporatized entity
operating along commercial lines with a strong
customer focus, improving business processes
(e.g., for investment appraisal), a PSO mechanism,
improving rolling stock maintenance including
establishing an asset management system, and
strengthening the railway safety management system.
The need for these various dimensions of reform is
now reflected in the PRSP and incorporated in the
national transport policy.
91.
Until now, in spite of extensive dialogue,
few aspects of reform have been implemented and
there has been very little overall progress with reform.

22

In order to ensure the long-term success and
sustainability of CPEC, the government now needs
to proceed with implementation of reforms centered
on the elements already included in the PRSP and
National Transport Policy.

C. Proposals for
support from CAREC
Railway Sector
Development TA
1. Prefeasibility studies
92.
Upgrading locomotive maintenance.
Recent investments in new locomotives made it
possible to revive PR’s freight traffic and revenues.
Existing locomotive maintenance facilities need
to be upgraded to be capable of maintaining
the changing locomotive fleet and ensuring
satisfactory levels of locomotive availability in future.
Maintenance practices and arrangements for supply
of spares also need to be examined with a view to
improving the quality and efficiency of locomotive
maintenance. A prefeasibility study is needed
to examine traffic and future locomotive fleet
composition, and identify a feasible scope for new
locomotive workshops and workshop equipment.
The study should also consider options for upgrading
the maintenance through a joint venture with the
private sector or outsourcing to the private sector,
including assessment of suitable types of outsourcing
contracts.

Prospects for developing the railway in Afghanistan would be improved if private mining companies decide to proceed with major
projects to export minerals to final markets via Pakistan’s ports. This would also introduce the possibility of developing railway sections
through PPP concessions involving the mining companies, which would help to reduce the financing burden for the government, pass
some of the project risks to the mining companies, and ensure close attention is given to railway efficiency and cost-effectiveness.
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93.
Upgrading passenger coach production at
carriage factory in Islamabad. A prefeasibility study
is needed to identify future passenger coach needs
and identify a feasible scope for upgrading passenger
coach production facilities and work arrangements.
The study should consider options for establishing
a joint venture with the private sector to take over
coach production.
94.
Freight and logistics terminals. Freight
access points often require specialized equipment
(e.g., cranes, handling equipment, conveyors,
storage facilities, etc.) and should be designed
in close collaboration with users and customers.
More flexible access points provided by PR or private
business stakeholders, such as intermodal terminals
for container transport can assist in increasing the
accessibility of rail services and help expand traffic
volume. The prefeasibility study would examine
market needs and investment opportunities taking
account of location, layout, type of access required,
and possibilities for private sector participation.
95.
Study of railway service continuity during
upgrading of ML1. The CPEC program to upgrade
ML1 could cause disruption of essential railway
services on ML1 during the construction period.
Decisions need to be taken on how to implement the
ML1 upgrading with a view to maximizing benefits
and allowing commercial operation during the
construction period. For that purpose, a prefeasibility
study is needed to determine sequencing, line
possessions and closures, alternative capacity
provision and the integration of required temporary
alternative lines during construction. The study would
also examine the configuration of the new signaling
system in terms of suitability for use by PR on the
basis of expected traffic types and volumes.
96.
Pakistan and the PRC have already conducted
feasibility studies for the proposed CPEC project
which, if implemented, will be PR’s main investment
priority over the coming decade. Since most other
cross-border railway investment projects, such as

construction of missing links to Afghanistan, will first
depend upon the CPEC upgrading and extension of
ML1, feasibility studies for such projects will generally
need to be deferred until progress has been made
with implementation of the CPEC improvements.
Such projects include:
(i)	
Peshawar–Jalal Abad–Kabul–Mazar-eSharif railway. This new link would link
Peshawar with the Afghanistan border at
Torkham and then proceed through eastern
and northern Afghanistan to connect at
Mazar-e-Sharif with the existing railway
connecting Afghanistan with Uzbekistan.
A feasibility study for the Peshawar–Jalalabad
section (145 km) is underway and due for
completion within 2020. The project may be
considered for PPP modality.
(ii)
Chaman–Spinboldak–Kandahar–Herat–
Serhetabat. This 945 km new link would
extend from Pakistan’s Chaman border with
Afghanistan through western Afghanistan
to connect with the Turkmenistan railway
at Serhetabat. PR plans to develop the link
in two phases, initially constructing the link
from Chaman to Weish Mandi and then from
Weish Mandi to Spinboldak. A feasibility
study has been prepared. The project may be
considered for PPP modality.
(iii)
Upgrading Rohri to Sibi section of ML3.
Upgrading this 244 km section will improve
railway capacity between Karachi and Quetta,
which will support cross-border railway traffic
when missing links are built to Spinboldak and
Kandahar in Afghanistan. The project may be
considered for PPP modality.
(iv)
Improvement of Sibi to Quetta section of
ML3. Improvement of this 178 km section
will improve railway capacity between
Karachi and Quetta, which will support
cross-border railway traffic when missing
links are built to Spinboldak and Kandahar in
Afghanistan. The project may be considered
for PPP modality.
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(v)

Renovation/upgrading of Quetta–Taftan
section of ML3. This 638 km section extends
westward from Quetta to connect with
the Iran railway at Zahidan. The proposed
improvements will enable speeds of 120 kph.
A feasibility study was completed in
June 2019. The project may be considered
for PPP modality.

2. Knowledge products and events
97.
Raising awareness about commercial
orientation of railways. Within PR and its business
units there is still limited awareness about how
commercial oriented railways function and about
the need to consider the financial implications of
investment and operating decisions and practices.
The proposed knowledge product would organize
workshops to raise awareness. Topics might include
demonstrating how the performance of each
department or function contributes to the overall
success of the railway organization; the appropriate
focus of management decision-making; the need
for high quality maintenance and a permanent
maintenance funding mechanism; the interests,
advantages and potential roles of the private sector
including the logistics industry; and the need to
establish a reliable infrastructure database to
determine current and future maintenance and
investments needs, identify capacity utilization
and bottlenecks, and prioritize actions to alleviate
bottlenecks.
98.
Improving railway customer service.
Some railway customers find it difficult to interface
with railways in the CAREC region. Problems
can include difficulty in ordering railway wagons
to carry shipments; delays and add-on charges
when collecting goods upon arrival, including
continued reliance on paper-based clearance
and payment procedures; lack of consignment
tracking services; and lack of last mile delivery.

The proposed knowledge support would mobilize
international experts experienced in improving
the customer orientation of railways. They would
conduct short studies on behalf of Pakistan and other
interested MCs to benchmark railway customer
orientation against top international and regional
railway organizations. The experts would then identify
international best practices that the respective
countries could utilize to improve their customer
orientation. Seminars would be held to share the
results of the benchmarking studies and proposals for
adoption of best practice approaches. Depending on
country interest, this could be followed by the experts
providing hands-on support to assist in introducing
the best practice approaches.
99.
Establishing and operating a railway sales
and marketing function. The proposed knowledge
product would prepare a paper documenting best
practices in the setting up and operation of a railway
sales and marketing function, conduct management
training workshops to increase awareness among PR
and other CAREC railways, and work with interested
railways to prepare proposals for establishing a new or
improved sales and marketing function. Depending on
country interest, this could be followed by the
experts providing support for preparing proposals
on introducing a sales and marketing function to be
submitted for approval by higher authorities.
100. Accounting standards and systems to
enable railway commercialization. Among the first
steps needed for railways to be capable of operating
on a commercial basis, is to adopt IFRS and introduce
a modern railway accounting system that separately
reports, in real time, on the costs and profitability
of each of the railway’s main lines of business.
The proposed knowledge support would compile
best practices on the introduction of such railway
accounting standards and systems, identify the main
tasks for their introduction by PR and other interested
CAREC railways, and prepare options for sequencing
the transition from the existing accounting standards
and systems to the new ones.
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101. Best practices in preparation and
implementation of railway human resource
strategies in support of commercialization and
reform. PR has a very large workforce and employeerelated costs account for two-thirds of operating
expenses. The staffing level, skills mix, organizational
arrangements, and work practices for most activities
have not changed significantly for some years.
If PR is to improve its commercial performance,
it needs to prepare and implement improved
human resources strategies that can produce the
changes needed to improve competitiveness while,
at the same, attracting the support and motivation
of staff. The proposed support will recruit resource
persons with leading experience of preparing and
implementing railway human resource strategies
to prepare a working paper summarizing best
practices and present this to the CAREC Railway
Working Group. Based on these outputs, Pakistan and
other individual MCs may seek additional resource
person support to help introduce improved human
resource strategies in their railways.
102. Information and communication
technology (ICT) tools for railway capacity
management. Given present capacity bottlenecks
and limitations, PR should be optimizing its existing
capacity by making use of advanced approaches to
managing available track capacity and rolling stock.
The proposed knowledge support would conduct a
workshop to share best practices in the introduction
and use of capacity management ICT tools to
optimize use of scarce rolling stock and infrastructure.
This would cover advanced software to generate
timetables, slot allocation, asset and staff planning
information, and monitor key performance indicators
on asset utilization. Such tools would also help toward
justifying future investments in infrastructure and
rolling stock. Following the workshop, the TA could
provide advisory support to help individual railways to
procure such ICT tools.

103. Best practices in private sector
participation in development and operation of
terminals, stations and hubs. PR recognizes the
importance of terminals, stations and multimodal
hubs for developing the railway market. Based on
experience in other countries, it is important to
involve the private sector in the development and
operation of these facilities because of its knowledge
of the market and its know-how in providing services
to address customer needs. There is scope for
involving the private sector in financing investments
in such facilities as well in operating and managing the
facilities. Around the world, there have been a wide
range of different experiences and models of private
sector participation in such roles. The proposed
knowledge support would provide PR and other
interested CAREC railways with advice on best
practice approaches applicable to their current
situation and future plans, and provide access to
international experts to assist in applying such
approaches in practice.
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Railway Sector Assessment for Pakistan
Through a technical assistance project on railway sector development, the Asian Development Bank is helping
member countries of the Central Asia Regional Economic Cooperation (CAREC) region to strengthen the
role and performance of railways. This report summarizes the findings of an assessment of the railway sector
in Pakistan. It examines the context, characteristics, performance and potential of railways, and identifies
opportunities for future investment, commercialization, and reform.

About the Central Asia Regional Economic Cooperation Program
The Central Asia Regional Economic Cooperation (CAREC) Program is a partnership of 11 member
countries and development partners working together to promote development through cooperation,
leading to accelerated economic growth and poverty reduction. It is guided by the overarching vision of
“Good Neighbors, Good Partners, and Good Prospects.” CAREC countries include: Afghanistan, Azerbaijan,
the People’s Republic of China, Georgia, Kazakhstan, the Kyrgyz Republic, Mongolia, Pakistan, Tajikistan,
Turkmenistan, and Uzbekistan.

