
Logistics centre organization - a private operator/manager

The organization structure for the logistics centre we envisage is a Public Private Partnership, but the roles 
and responsibilities of each party need to be clearly defined; the public partner sets policy and is the 
regulator and the private partner is the manager/operator. This is a critical feature as it is highly unlikely to 
attract private sector support if the management/operation of the facility were to be done "jointly" with 
government.
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Nodes Network in Central AsiaThe type of business model we propose would establish the government as the regulator, to set policy and 
to grant a concession to a private sector organization for operating and managing the logistics centre. This 
concession would be awarded based on a transparent bidding process, where candidate companies would 
present their qualifications and each would make an offer to the government representing a portion of the 
total construction cost of the facility. The government would develop a set of strict criteria with which to 
evaluate the various bids by companies with scores based on experience, quality of management, turnover, 
and the amount of money offered for payment for the construction cost. The winning bidder would then be 
granted the management concession for a given period of time.

Our financial analysis shows clearly that the financial returns to the private sector can be quite attractive 
using this proposed business model. For example, for the construction the Navoi logistics centre, if the 
government were to invest $5.0 million, an additional amount of $1.7 million from a bank loan plus the 
remaining $1.7 million from the private sector, the FIRR for the private sector would be nearly 27%.

Development of logistic 

centres in the 

Republic of Kazakhstan 

Kyrgyz Republic 

Republic of Tajikistan 

Republic of Uzbekistan and 

Republic of Turkmenistan
Environmental Evaluation

The overall finding of the Project Environmental Impact Assessment (PEIA) is that the Project will not cause 
significant environmental problems and that any potentially adverse impacts are manageable through the 
relevant implementation of the well developed Environmental Measurement and Monitoring Plan (EMMP).
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Traffic Forecasts

The cargo centre already constructed (financed by the Uzbekistan Government) represents the first stage in 
developing the logistics centre. We have evaluated the existing cargo centre capacity and recommended an 
additional facility to accommodate the total cargo traffic after the capacity of the existing facility is exceeded. 
For the purpose of our evaluation, we have assumed that production at the FEZ will begin during 2011 and 
that the capacity of the existing cargo facility will be exceeded in 2012.

The following is a summary of likely traffic that would be handled through the proposed facility.

Navoi international logistics centre

Located in the centre of Uzbekistan at the crossroads 
of international "North-South" and "East-West" land 
and air corridors, the airport of Navoi represents the 
ideal regional centre for management of the 
international goods flows, and thus for development 
of an international logistics centre. As Navoi 
international airport is now managed by a private 
company, Korean Air Lines, and is now operating a 
cargo centre at the facility, there is strong potential 
for future private sector investment and participation 
in the proposed logistic centre. A Free Industrial 
Economic Zone (FIEZ) is also being developed by the 
Government about 4 km from the Navoi airport. Many 
joint venture companies have already begun 
construction and production should begin later this 
year.
Since late 2008 Korean Air Lines has used Navoi as a hub for their air cargo flights between Seoul and 
Europe. Korean Air Lines is the world's largest cargo carrier. There have been Korean - Navoi - Milan flights 
since 2008, but since August 2010 the frequency has been increased to 3 times weekly round trip. Other 
cities connected to Navoi include Delhi, Bangkok, Mumbai, Moscow, Brussels, Dubai and Almaty.

Within 2000 km of Navoi there are 7 national 
capitals and a population of 100 million people.
Korean Air Lines has leased A300-600F freighters to 
Uzbekistan Airways to provide regional "feeder" 
services linking South East Asia with Navoi, 
interchanging cargo with the Seoul - Europe flights.
From South East Asia to Europe via Navoi is 1000 
km shorter than via Dubai, saving 1.5 hours flying 
time and 15 tons of fuel per flight. The proposed 
logistics centre, in the form of using the existing 
cargo facility plus additional capacity, will make this 
handling of air cargo more efficient and encourage 
the movement of import/export traffic between 
Navoi airport and regional centres (eg Tashkent and Almaty) as well as improving the transport efficiency of 
cargo moved to and from the nearby Free Economic Zone.

Average Annual Traffic2011Navoi logistics centre 
(Traffic Tons pa)

Traffic
Baseline

2015 2016 2017 Years
16-20

Years Years
11-156-10

670405a. Existing traffic (inc. Afganistan-NATO traffic) 234727 363999 411319 464790 584957 670645
b. Containerised traffic 6092 9447 10675 12063 15181 17405 17405

353960 510727 510727c. FIEZ Traffic 245312 277202 313239 445472
830813 1045610 1198777 1198777Total Traffic 486131 650648 735232

Project Costs and Benefits

The size of the area for Phase 2 of the proposed logistics centre is 2 hectares as determined by projected 
traffic levels five years after the base year of our study. Projected economic savings reflect benefits to the 
economy of establishing the logistics centre and include the savings in transport costs and travel time, as 
well as delay time in terminals. Other quantifiable benefits can include road maintenance savings and 
accident cost savings, though these benefits are often difficult to quantify due to lack of specific information.

Financial benefits reflect potential income to the owner/operator of the logistics centre facility, primarily in 
terms of storage and handling costs for cargo that would be moved through the facility.

Project costs are composed primarily of capital costs of construction, equipment costs and operating costs. 
Capital costs of construction and equipment have been estimated to be $8.34 million and operating costs of 
about $0.80 million in the base year, increasing with traffic. Consistent with the practice of other IFIs in the 
region (ADB) we applied a standard conversion factor to financial costs of 0.85 to estimate economic costs.

-Mi
Scenario EIRREconomic and financial evaluation results

The table to the right summarizes the results of the economic 
evaluation. It can be seen that the project has strong 
economic results, even when subjected to sensitivity tests.

WC-

Base Case

Transport Cost Savings-20% 16.35%

Capital costs +20%

26.33%

Study Purpose

The purpose of this study was to evaluate the 
feasibility for the additional capacity required for 
handling cargo at Navoi airport. In essence, we have 
prepared traffic forecasts, estimated the size of the 
logistics centre required to handle this traffic, prepare 
preliminary design and environmental evaluation of 
the facility and developed economic and financial 
feasibility studies. An important element of our 
evaluation is to determine the extent to which the 
project would be attractive to potential private sector 
investors; i.e. to determine whether it is a bankable 
project. With respect to the costs already incurred for 
the construction of the existing cargo terminal, these 
we have considered as sunk costs and are not 
included in our evaluation.

18.16%The acceptable level of the financial results, primarily the FIRR 
will, depend largely on the perceived risk by the investor, as 
well as the extent of any guarantees the government is willing 
to grant. In our experience during previous studies as well as a 
limited survey of potential investors in Central Asia logistics 
centres, we have determined that at least a 20% FIRR is the 
minimum acceptable level.

Financial results shown below indicate that considering 100% 
of the investment cost results are below the level of 
acceptability by the private sector. With some capital funding 
support, however, results indicate that Navoi could be a 
bankable project from the perspective of a potential private 
investor. Results below show that if the private sector invested 
20% of the total project cost, with the remainder of the 
project's capital cost provided from either the government or 
IFIs in the form of a loan to the government or a grant, the 
FIRR would be 26.9% - an acceptable result. The table to the 
right highlights significant results of the financial evaluation.

Scenario FIRR

100% of capital costs 

10% of capital costs 

20% of capital costs 

30% of capital costs

11.50%
39.88%
26.94%
20.86%
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