
The European Union’s TRACECA Programme

International Logistics Centres/ 

Nodes Network in Central Asia
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 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 Nizhny Pyanj logistics centre, if 
the government were to invest $5.5 million, an additional amount of $1.8 million from a bank loan plus the 
remaining $1.8 million from the private sector, the FIRR for the private sector would be nearly 20%.
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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 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 charges for cargo that would be moved through the facility as well as rental 
income from ancillary facilities.

Nizhny Pyanj - a Critical Location

Tajikistan shares a 1,300 kilometre border with Afghanistan, 
demarcated primarily by the Pyanj River, with Tajikistan territory 
on the northern bank, and Afghanistan on the southern. The 
Nizhny Pyanj border crossing is Tajikistan's most important with 
regard to number of vehicles and tonnage moved over the 
border. This location has become even more strategic with the 
construction of the bridge linking these two countries by the 
American government in 2007. This is an important route for 
moving critical supplies for NATO forces in Afghanistan and will 
be an important artery to supply Afghanistan during the 
rebuilding process following cessation of hostilities.

In addition, a Free Economic Zone (FEZ) is currently under 
development, and is adjacent to the border zone Our proposed 
logistics centre will be located within the FEZ and will serve both 
as a catalyst to generate more traffic in the future as well as 
reduce the cost and time required to move existing traffic over 
this critical border area.

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 $9.2 million, and operating costs of 
about $791,000 in the base year. 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. Scenario EIRR

Economic 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.

26.15%Base case
Transport cost savings - 23.12%
20%

Capital costs +20%
21.32%

Study Purpose

The purpose of this study is to evaluate the overall feasibility for the construction of the Nizhny Pyanj 
logistics centre. In essence, 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 - to 
determine whether it is a bankable project.

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

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 in the table to the right 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 Nizhny Pyanj 
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, the FIRR 
would be 19.73%; an acceptable result. The following table 
highlights significant results of the financial evaluation.

FIRRScenario

3.45%100% of capital costs 

10% of capital costs 

20% of capital costs 

30% of capital costs

41.21%
29.94%
24.17%

Traffic Forecasts $6,000,000
$4,000,000
$2,000,000

Nizhniy Pyanj 
Logistics centre 
(Traffic Tons pa)

Average Annual TrafficCurrent
Traffic

Baseline
Years 6- Years 11- Years 16- $0

2012 2013 2015 10 15 20 Private Investment
a. Existing traffic (inc. Border Crossing) 887,445 (PI)354,175 180,629 361,259 467,024 769,125 887,445
b. Containerised traffic 26,899 26,89910,950 14,156 23,313

c. SEZ/FEZ/Free Port Generated Traffic 69,592 325,273 395,631 395,631 LOGISTICS CENTRE ORGANIZATION - A PRIVATE OPERATOR/MANAGER

The organization 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
manager/operator. This is a 
critical feature as it is highly 
unlikely to attract private 
sector support if the 
anagement/operation of the 
facility were to be done 
"jointly" with government.

Total Traffic (tons pa) 354,175 180,629 372,209 686,205 992,973 1,309,974 1,309,974

Nizhniy Pyanj
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 the Khatlon region. The following is a 
summary of projected traffic that would be handled 
through the proposed facility. theis

(over 20

1 Based on 6 months' data in 2009, annualized, 17,848 vehicles and 343,440 ton of goods were moved across the border


