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ABSTRACT

The logistics of transporting both time and money are going to be the primary focus of this thesis.
To effectively conduct business with states in Europe and the Middle East, China requires a trade
corridor that is expedient, risk-free, and cost-effective while Pakistan has poor infrastructure and
transportation system for its national and international trade. To fulfill the requirements of both
countries, Pakistan and China signed a mega project called CPEC to ease their trade and for
other economic developments. The purpose of this study is to determine whether or not CPEC is
capable of satisfactorily meeting the requirement. This study investigates how the China-
Pakistan-Economic-Corridor will influence trade and International businesses in terms of the
amount of time it takes to transport goods and the cost of doing so. Transport and infrastructure
are important trade levers because they make it easier for both the people who are transporting
goods and the people who are receiving them by cutting down on the amount of time and money
required for travel. Businesses in the current period place a high priority on lowering their
shipping costs and shortening their transit times as a means to maximize their earnings and
ensure that their products are delivered on time. The Central Asia—Pacific Economic Corridor
(CPEC) serves as the primary focal point of this thesis. More specifically, the relevance of CPEC
as well as the effects it has on China and Pakistan’s import-export in terms of costs and transit



times are discussed. In addition, the analysis contrasts the recommended route with the one that
is currently being followed. This study primarily makes use of a descriptive and qualitative
research strategy in terms of the research methods that are utilised.

According to the study, Gwadar and Kashgar are very crucial ports for trade and economic
developments of Pakistan and China. Before China was importing and exporting from Shanghai
while Pakistan's most import-export to Europe and Middle East is from Karachi port which is
very costly. CPEC connects China and Pakistan through Kashgar and Gwadar port and giving
them a new trade route to the Europe and Middle East for their international trade while projects
on the Gwadar coastline and railways, highways and network of roads as a part of CPEC project
is connecting the all provinces of Pakistan. These highways, railways and network of roads are
going to increase internal trade of Pakistan, creating employment and will develop Pakistan's
economy.

To analyze the effectiveness of CPEC, we calculated a shipping cost and transit time of a 40-feet
container. The point of origin is the dry port of Kashgar, which is located in western China and
the destination points are three ports located in Europe and the Middle East. By calculating the
transit time and shipping cost of both routes (current trade route and CPEC route) and then after
comparing them we found that CPEC route is reducing 36% shipping cost to Europe, 50% to
Jeddah and Kuwait and, 68% shipping cost to Oman while when it comes to transit time, the
time duration from Europe will decrease up to 10-11 days, from Jeddah it will decrease 11-13
days, 15-18 days from Kuwait and 10 days from Oman. Now the port of Gwadar is not only
providing the shortest route to China but also giving another trade route to Pakistan. Pakistan
may now use Gwadar port for its import and export with Middle East and European countries
which is the shorter trade route for Pakistan through sea. The trains, highways and network of
roads from Gwadar to other parts of Pakistan is shortening the distance of land such as from
Gwadar Port to Quetta, it offers linkages for trade and shipments, and it also reaches Afghanistan
and the Central Asian Republics.

Import and export between China and Pakistan will also increase due to Peshawar-Karachi
motorway which is decreasing 48 hours distance to only 7 hours. The western route (main trade
route) also provides a viable option for businesses in Balochistan and Khyber Pakhtunkhwa to
export to China via Kashgar, as it offers improved infrastructure and access to markets. This
route has been developed to facilitate trade and transport between Pakistan and China, and is
expected to boost economic growth in the region. Moreover Chinese and Pakistani investments
in Special Economic Zones will build new factories and in the future Gwadar is expected to
become a hub for international trade, which will give great benefits to many Chinese and
Pakistani MNCs will specially boost the economy of Pakistan.

Keywords: CPEC, Economics Development, shipping cost, transit time, impact, Pakistan's
economy, trade corridors, logistics, transportation, infrastructure, import, export, and western
route (also called main CPEC trade route)
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CHAPTER-ONE

INTRODUCTION

Significant improvement of local transport infrastructure in the shape of highways, motorways,
ports, and railway lines will increase the efficiency of transport and business. The development
of transport infrastructure will not only connect the remote areas of Pakistan but also improve the
link between Africa, Asia, and Europe that will attract the foreign investors. Additionally, local
transport infrastructure would provide easier and cost-effective access to local and global
markets, promoting national and international business that would further increase investment
and productivity. Road and transportation are important for business activities. For example, the
purpose of any business organization is to minimize logistics costs and decrease the transit time.
The regions along the CPEC route would become more attractive as these locations will favor
industries and agricultural product and services industries, and small scale and medium-sized
scale business would be special beneficiaries. This will also attract local and international

investors for economic growth and business.

The China-Pakistan Economic Corridor (CPEC) is a highly valued initiative by both the Chinese
and Pakistani governments, with the aim of stimulating economic growth and development in
Pakistan. The project focuses on enhancing transportation and energy infrastructure in the
country, with the expectation of improving regional connectivity and elevating Pakistan's
economic prospects. This research endeavors to examine the impact of CPEC on Pakistan's
economy, particularly in terms of transportation costs and travel time.

As nations strive to reinforce their economies and attain greater international prominence,
China's robust growth and stability in the face of the 2007-2008 financial crisis serves as a
remarkable example. The CPEC project can assist emerging economies, including Pakistan, in
meeting their energy demands, as China is regarded as Pakistan's "all-weather" ally.

Pakistan's strategic location at the crossroads of the Middle East and Central Asia has made it a
crucial center of commerce, and this has piqued China's interest in the CPEC project. The
centerpiece of the initiative is the connection of the Gwadar Port in Baluchistan, Pakistan to the

bustling trading center of Kashgar in western China. The China-Pakistan Economic Corridor

1



aims to further enhance this commercial significance by establishing a direct link between the
two countries.

Due to its massive energy needs, China imports a majority of its oil supplies, between 70% to
80%, through the Indian Ocean route. However, this route is guarded by both the US Navy and
the Indian Navy, making it susceptible to disruptions in the event of conflict. As an alternative,
China can import energy through the China-Pakistan Economic Corridor (CPEC), which
provides a safer and more economical solution. This would ensure a secure and reliable source of
energy for China.

From China's perspective, the China-Pakistan Economic Corridor (CPEC) is a crucial component
of its One Belt, One Road (OBOR) program aimed at boosting regional connectivity. The
completion of CPEC is expected to result in an annual saving of $2 billion for China on its oil
imports from the Gulf region. Additionally, the CPEC trade route will present a more cost-
effective option for China to export goods to the Middle East and North Africa (MENA) region.
1.1 Significance of the Study

China's pursuit of a dominant role in the global economy has placed emphasis on the One Belt
One Road (OBOR) initiative, aimed at constructing a direct and efficient route to the Middle
East and Europe. Within this framework, the China-Pakistan Economic Corridor (CPEC) is
deemed a crucial component, offering a more cost-effective and efficient means for trade and
shipping to meet China's energy demands. This study aims to evaluate China's investment in
CPEC and its ability to deliver the intended benefits when compared to traditional trade routes.
1.2 Description and Motivation

Transportation efficiency, reliability, and cost-effectiveness are crucial considerations for
businesses. The China-Pakistan Economic Corridor (CPEC) aims to address this by connecting
the trading center of Kashgar in western China with the port of Gwadar in Pakistan, thereby
reducing shipping distances. Currently, over 70% of China's trade volume travels through the
Indian Ocean route, which includes the treacherous Strait of Malacca and is monitored by the US
and Indian navies. CPEC offers a solution by cutting over 10,000 km from the trade route,
reducing shipping time from 45 to just 10 days. This initiative allows China to bypass potentially
disputed shipping lanes near the Philippines, Indonesia, Taiwan, Vietnam, and India, leading to

shorter routes and lower shipping costs.



Businesses must balance timely delivery and cost-effective transport. Choosing a faster but more
expensive method, such as air transport, increases shipping costs if quick delivery is a priority.
Each country strives to find the most efficient trade routes to minimize transportation time and
cost. Adequate infrastructure, such as roads, railways, and pipelines, is crucial to support

commerce and reduce transit times and transport costs.

1.3 Research aim and Questions

The main objective of this study is to examine the impact of travel time and shipping costs on

trade. The research proposes a cost-effective and time-saving approach to transportation.

China is seeking a secure, efficient, and cost-effective trade route to reach European and Middle
Eastern countries. This research aims to determine if the China-Pakistan Economic Corridor
(CPEC) can eftectively fulfill this need. CPEC has the potential to become the fastest and most
direct route between China and the Middle East and Europe. It could also provide an easier travel
path for people in China to reach the Middle East, leading to significant effects on international

trade.

On both the current and proposed routes, costs and travel times for a 40-foot container are

calculated and compared.

The study questions are;

*  What kind of effect does it have on shipping rates and transit times for imported and
exported goods?

* How long will it take to deliver goods and how much will they cost to ship via this route?

*  What is the impact of CPEC on shipping costs and transit times for Pakistan's economy?

1.4 Research Methodology

Methodology provides a summary of the approaches used to accomplish the research. The

chapter covers the research design, sources of data, data analysis and data interpretation.



1.4.1 Sources of Data
* Primary Data Collection: Primary data (shipping prices) have been gathered through

email correspondence with shipping agencies and freight forwarders. The sea travel time
was calculated using data from the real-time vessel schedule published by CMA Line.
Google Maps is used to calculate how far the journey will take.

The data has been collected through Freight forwarders like Com- bined Freight and AW
Logistics, as well as shipping lines like CMA-CGM, MSC, China Shipping, and Hapag
Lloyd.

* Secondary Data Collection: The data comes from a variety of sources, such as the
Internet (include google maps), scholarly journals, books and newspapers. Information
such as shipping rates and estimated delivery times have been gathered directly from
shipping companies and logistics providers. The proposed and existing routes both make
use of land and maritime transportation. The price of shipping by sea is compiled from
various shipping companies, while the price of shipment by road is estimated using

information acquired from the Internet and freight forwarders.

1.4.2 Data analysis
To address the research topics of the thesis, a descriptive and qualitative research

approach is adopted. Both the current and suggested routes have undergone a
comparative study. In the comparison research, variables including total distance,

transit time and shipping cost have been employed.

1.4.3 Data interpretation
Main variables to understand the time efficiency and route's cost are shipping costs,

transit times, and total distance. The proposed route will benefit trade if, relative to the
existing route, it’s computed values for the aforementioned variables are lower.
However, the recommended approach will hurt commerce if the computed values of
the variables are larger than expected. Current and proposed route comparisons make

route selection simpler.



1.5 Study Contribution

The contribution of this thesis will be to provide a comprehensive analysis of the impact of
CPEC on shipping costs and transit times in Pakistan. The findings of this research will be
valuable to policymakers, businesses, and researchers interested in understanding the effects of

large infrastructure projects on international trade and transportation.

1.6 Study Limitation

Due to the ongoing nature of the CPEC project, obtaining precise information, such as the time
and money required for shipment through road, is challenging. Prices for shipment were
provided by the respective shipping firms.

Both the existing and proposed paths include both land and water segments. It's not too difficult
to guess how much money and time a shipment will take to arrive by sea. Contrarily, doing the
same for the road section is difficult. Due to price discrepancies between providers in the area,
the costs of road transport may vary. In order to complete the study and answer the research
questions, an average cost for road transportation was used.

Since Gwadar port is not yet fully functional, researchers must use Karachi port to meet their
needs. Both ports are conveniently located, and they offer competitive shipping prices and transit

times for ships traveling the seas.

1.7 Thesis Format

This thesis contains six chapters. Chapter one introduces the background of the study to help
readers/users of this project have a fair idea of what the entire thesis is about. In the second
chapter, existing literature is reviewed to serve as a guide for the subsequent chapters. The third
chapter gives a detailed understanding about Pakistan and highlights the China Pakistan
Economic corridor. Chapter four calculated the main CPEC trade route and compared it with
China’s current trade route by explaining it with shipping/delivering cost and transit/travel time
perspective while chapter five discusses the impact of CPEC on Pakistan’s economy especially
due to CPEC’s main trade route and projects on this route and coastline. Additionally this
chapter explained the positive impact of CPEC on China’s international trade, Pakistan’s

national and international trade and increased the importance of Pakistan due to regional



connectivity. When it comes to the sixth chapter, the study presents the conclusions and

recommendations stemming from the findings in chapter four and five.
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