
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 Turkmenbashi logistics centre, if 
the government were to invest $31.0 million, an additional amount of $10.3 million from a bank loan plus 
the remaining $10.3 million from the private sector, the FIRR for the private sector would be over 20%.

The European Union s TRACECA Programme

International Logistics Centres/
Nodes Network in Central Asia

Development of logistic
centres in the

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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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 $51.7 million and operating costs of 
about $1.9 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.

TURKMENBASHI PORT - STRONG PORT REDEVELOPMENT

The Port of Turkmenbashi enjoys 
a very important and strategic 
location on the Caspian Sea.
Turkmenbashi is an important 
gateway to Central Asia and an 
import and export centre for a 
variety of products. The port's 
cargo ferry terminal and port 
facility are currently scheduled 
for massive investment and 
development. Located within the 
central part of the TRACECA 
project that connects Central 
Asia and Europe by rail, road and seaport, the current investment and development is planned to establish 
the Port of Turkmenbashi as the best logistics port in the Caspian region.

Study Purpose

The purpose of our study is to evaluate the overall feasibility for the construction of the Turkmenbashi 
logistics centre. In essence, we have prepared traffic forecasts, estimated the size of the logistics centre 
required to handle this traffic, preparation of preliminary designs and environmental evaluation of the facility 
and developed economic and financial feasibility studies of constructing the logistics centre. An important 
element of our evaluation is to determine the extent to which the project would be attractive to potential 
private sector investors, that is to determine whether it is a bankable project.

Traffic forecasts

The logistics centre will be a gateway for international export, import and transit container cargo, and will 
also store and process consumable goods necessary for local people in and around Turkmenbashi. The 
following is a summary of projected traffic that would be handled through the proposed facility:

Economic and financial evaluation results

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

Scenario EIRR

32.90%Base Case

Transport Cost Savings -20% 28.32%

32.38%Capital costs +20%
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 Turkmenbashi could be 
a "bankable" project from the perspective of a potential 
private investor. Results in the table to the right 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 20.86% - an 
acceptable result.

Scenario FIRR

100% of capital costs 9.95%

10% of capital costs 28.63%

20% of capital costs 20.86%

30% of capital costs 16.68%
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$5,000,000Turkmenbashi 2010 Average Annual TrafficLogistics Centre 
(Traffic Tons pa)

Traffic
Baseline $02015 20172016 years 6-10 years 11-15 Years 16-20

FNPVPrivate
Investment

a. Existing traffic 
(inc.
Crossing)

Border 1,808,000 1,269,582 1,831,128 2,441,503 3,616,355 3,731,222 3,731,222

b. Containerised 
traffic 48,330 73,245 97,660 144,664 148,529 148,529

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.

The 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

Total Traffic 1,808,000 1,317,912 1,909,373 2,539,164 3,761,009 3,861,750 3,861,750

The reason for the apparent decline in 
traffic in 2015 reflects the opening year of 
the logistics centre and the assumption that 
less than 100% of the potential traffic will 
be realized in the first year. We have 
assumed that in 2015, 50% of the potential 
traffic will be handled at the logistics centre; 
this increases to 75% by 2016 with 100% 
by 2017.

Turkmenbashi

Project costs and benefits

The area of the proposed logistics centre is 18 hectares on land to be reclaimed from the Caspian Sea as 
part of the redevelopment plan of the port of Turkmenbashi. Projected economic benefits reflect gains to the 
economy resulting from 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


