
Logistics centre organisation - a private operator/manager

The organisation structure 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 organisation 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 within which to 
evaluate the various bids by companies with the 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 Osh logistics centre, if the 
government were to invest $5,232 million, an additional amount of $1,744 million from a bank loan plus the 
remaining $1,744 million from the private sector, the FIRR for the private sector of 22.92%.
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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). Development of logistic 
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Project costs and benefits

Economic benefits reflect gains to the economy of establishing the logistics centre, and include the savings 
in transport costs and travel time, as well as the delay time at the 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.

The size of the area for the proposed logistics centre is 3 hectares and the Osh logistic centre will be 
positioned close to the city, the airport and the Uzbekistan border crossing, with direct rail and main road 
access to the site.

The financial benefits reflect the 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 $7.36 million with operating costs of 
about $737,163 in the first year of operations, increasing with traffic. Consistent with the practice of other 
IFI's in the region (ADB) we applied a standard conversion factor to financial costs of 0.85 to estimate 
economic costs.

OSH - A STRATEGIC LOCATION

Osh has the potential to play a major role in future road and rail transport corridors. The EU funded a 
technical study on the construction of a rail line linking the Fergana Valley, Bishkek and Kashgar in PRC. A 
tri—partite commission at ministerial level and working groups have been established in Uzbekistan, 
Kyrgyzstan and PRC and have prepared project cooperation agreements for this corridor. The PRC 
Government has completed a feasibility study and preliminary design for its part of this proposed rail link. 
ADB also assisted in coordinating efforts in preparing the railway development and to supplement technical 
studies and consider financing options and institutional arrangements. The cost was found to be quite high 
for this rail link (in excess of $3 billion) and rates of return below acceptable levels. The ADB was convinced 
that in spite of the marginal results found for railway construction, that improvements to the existing road 
would promote economic growth and poverty reduction in the region, and therefore initiated major 
improvements ($43 million) on the Osh - Sary Tash - Irkeshtam road, which comprises part of the transport 
corridor linking the Kyrgyzstan, PRC and Uzbekistan . This improved road is designed to promote intermodal 
transport between Uzbekistan and western China with containers moving by rail from Uzbekistan, off-loaded 
to road in Osh, moved to Kashgar where they will be loaded back onto rail wagons. .

Study purpose

The purpose of our study is to evaluate the overall 
feasibility for the construction of the Osh logistics 
centre. We have prepared traffic forecasts, estimated 
the size of the logistics centre required to handle this 
traffic, generated preliminary designs and 
environmental evaluation of the facility and developed 
economic and financial feasibility studies of the 
project. 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.

The Osh logistics centre will provide a modern 
logistics terminal, initially for single-modal truck delivery, but subsequently allowing multi-modal shipment by 
both truck and rail, and multi-functionality such as trans-shipment, storage and processing goods for general 
container cargo.

Economic and financial evaluation results

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

The acceptable level of the financial results, primarily the 
FIRR will, depend largely on the risk perceived 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 in the table 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 Osh could be a "bankable" project from the perspective of a potential private investor.
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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 Osh and the Osh Oblast or region.

The following is a summary of projected traffic that would be handled through the proposed facility 
throughout the evaluation period.
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1 Report and Recommendation of the President to the Board of Directors on a Proposed Loan and Technical Assistance Grant to the 
Kyrgyz Republic for the Southern Transport Corridor Road Rehabiliation Project; October 2004.


