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ECONOMIC ANALYSIS  
 

A. Introduction and Methodology 
 
1. The economic analysis was undertaken in accordance with Asian Development Bank 
(ADB) guidelines, including Guidelines for the Economic Analysis of Projects.1 The analysis 
describes the economic rationale, the rationale for public intervention, and the scenario without 
the project. It is assumed that in the future scenario without the project the existing solid waste 
management systems deteriorate, and reduced services force residents to use other, less 
efficient means of waste disposal. The economic analysis compares the economic internal rate 
of return (EIRR) with the economic opportunity cost of capital (EOCC), which is assumed at 
12% as applied in infrastructure project studies in Uzbekistan. Sensitivity and risk analyses 
assess the robustness of the project’s economic performance under changes in the main 
parameters for costs and benefits. The analysis uses a standard cost–benefit methodology with 
shadow pricing and conversion factors to convert the financial cost and benefits into economic 
terms. The analysis is undertaken in constant 2012 prices over a project life of 25 years.  
 
B. Economic Rationale 
 
2. The Tashkent solid waste management (SWM) system needs immediate improvement, 
as most of its assets are at the end of their economic life and the Akhangaran dumpsite is 
almost full. Many of the community collection points require rehabilitation, the fleet of aged 
collection vehicles needs to be replaced, and the transfer stations need to be refurbished and 
upgraded. Moreover, a new sanitary landfill facility, designed and operated to international 
standards, is needed to replace the Akhangaran dumpsite. The present facility lacks properly 
engineered environmental protection systems and is likely already polluting the surrounding 
environment. Where they exist, the SWM systems of the peri-urban and rural areas in Tashkent 
Province are in even worse condition, characterized by dilapidated collection equipment, 
inefficient SWM, and a proliferation of open dumpsites. Recycling is in its infancy throughout the 
region. 
 
3. These challenges have been fully recognized by the Government of Uzbekistan, which 
in addition to prioritizing this project initiative is currently acquiring replacement waste collection 
trucks through a lease-to-own arrangement to improve Tashkent’s waste collection system. It is 
also developing an additional 30 hectare dumpsite adjacent to the existing Akhangaran 
dumpsite as an emergency disposal measure to avert a future disposal crisis. 
 
4. The rationale for government intervention in the SWM sector results from the increasing 
concern over deteriorating assets and facilities in the country. This has increased the cost of 
SWM and the potential for health and environmental costs to the public. In recognition of the 
need to rehabilitate and developed SWM services, the government has proposed embarking on 
an investment program, with this project as the start of a major sector-wide program. 
 
C. Waste Generation Analysis 
 
5. Tashkent is estimated to generate 650,000 tons of municipal solid waste (MSW) per 
year. The amount of waste currently taken to the Akhangaran dumpsite averages 1,600 tons per 
day, made up of about 1,225 tons of household waste and 380 tons of commercial waste. The 
average per capita waste generation confirmed by waste characterization surveys is 0.56 
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kilograms per day, which closely correlates with waste generated from a population of 2.3 
million in Tashkent. Recycling is currently estimated to be 5% of the volume of waste, mostly in 
the form of polyethylene terephthalate plastic, paper, and cardboard. 
 
6. In the future, waste from Tashkent is projected to increase to 960,000 tons per year by 
2037, 25 years hence, allowing for population growth of 1% per year and an increase in per 
capita waste generation of 1% per year to allow for future improvements in the standard of living 
and consumption. The percentage of recycling is projected to increase to 15% from the current 
5% within 5 years of project inception as a result of positive support for separation and 
recycling. The average daily volume of waste handled by the landfill is therefore projected to 
first decrease as with greater recycling, then increase to 1,650 tons per day by 2020 and finally 
to 2,237 tons per day, or over 800,000 tons per year, by 2037. All this waste will require 
disposal at the Akhangaran landfill. A summary of the solid waste projects for Tashkent is 
shown in Table 1 (Supplementary Document 1). 
 
D. Cost of Waste Collection  
 
7. A summary of the current tariffs for waste collection in Tashkent, revised and increased 
in August 2012, is shown in Table 2 (Supplementary Document 1). 

 
8. For households, the tariff of SUM1,500 per capita per month at average waste 
generation of 0.56 kilograms per capita per day is equivalent to a collection cost of $45/ton at 
the current official exchange rate. For budget enterprises, which do not earn revenue, the 
comparable rate is $15/tons, while for commercial enterprises and household associations the 
cost is $20/tons. The average cost for all waste is about $35/ton. These rates are regarded as 
higher than the usual international benchmarks for a similar urban setting. 
 
9. In 2011, the income of Maxsustrans, the entity responsible for SWM in Tashkent, 
amounted to $14 million, or an average of $24.50/ton of waste deposed at the Akhangaran 
landfill at the official exchange rate at that time. In 2013, because of the increased tariffs, 
Maxsustrans’s gross income is expected to be higher, on the order of $20 million. 

 
10. Current SWM services in Tashkent provide an acceptable service, as confirmed by the 
socioeconomic survey conducted as part of the feasibility study, with essentially the city’s entire 
waste generation collected regularly and taken to the landfill. Although some areas report that 
waste is not always collected according to the stated schedule, residents not have to resort to 
other means of disposing of waste, either by transporting it to unofficial dumpsites, burning it, or 
other means. 

 
E. Economic Analysis Methodology 
 
11. Conventional cost–benefit analysis methodology is applied for the economic analysis 
based on the future with the project minus the future without the project. As the existing SWM 
system is functioning reasonably effectively, though at a higher cost than international norms, 
the project will not provide any enhanced or new waste collection services over current SWM. 
This contrasts with a project developing a new water supply or sanitation system, which results 
in a change from expensive and unreliable alternative supply to the new system. Therefore, the 
methodology of valuating improved services with consumers’ willingness to pay is not 
applicable, as in this case the project will only maintain the current system and not replace more 
costly alternative waste disposal systems. The future without the project assumes that municipal 
SWM services would deteriorate and break down, such that eventually communities and 
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commercial establishments would have to start making their own arrangements to dispose of 
waste and avoid having it pile up in the streets. This would bring higher collection and disposal 
costs and associated environmental, social, and health consequences. Thus the main economic 
benefits of the project are the savings in costs that would be incurred in the future without the 
project if the project were not implemented. 
 
F. Economic Costs 
 
12. Costs were prepared based on the prices applicable in November 2012, with taxes and 
duties included where applicable. Costs are expressed in US dollars, and, where necessary, an 
exchange rate of $1 = SUM1,960, the official exchange rate at project preparation, is used to 
convert costs in the local currency to US dollars. Economic costs exclude taxes, duties, and 
transfer payments. Financial prices are converted to economic prices using standard 
conversion factors calculated from the cost breakdown. The shadow wage rate factor for 
unskilled labor is assumed to be 0.8. The economic life of the project is assumed to be 25 years 
from 2014 to 2038. 
 
13. The main components of the project (i) replace waste collection trucks, including with 
those procured by the government in 2013; (ii) rehabilitate two transfer stations and close the 
third; (iii) establish manned and guarded collection points and replace waste bins; (iv) develop 
the first 14 hectares of a new sanitary landfill at Akhangaran and close the existing landfill; (v) 
procure landfill machinery for the next 10 years; and (vi) provide associated technical assistance 
and capacity building programs. The total investment cost of the initial project for 5 years is 
estimated to be $74.5 million including contingencies and excluding interest during construction. 
Base costs before contingencies are $65.67 million. The investment costs in economic terms 
are reduced to $63.940 million. Subsequent costs for operation and maintenance, replacing the 
waste collection fleet and landfill machinery, and the continuing expansion of the landfill facility 
over 25 years are expected to be funded from the cash flow from waste collection and disposal 
operations. Total investment costs over this period, including expanding the landfill site and 
replacing waste collection trucks and landfill machinery, are estimated to be $191 million in 
constant 2012 economic prices. Benefit cash flows are also included in costs.  
 
G. Economic Benefits 
 
14. The major economic benefits of the rehabilitation and rationalization of Tashkent’s SWM 
will arise from its continuing efficient SWM services, recycling waste material, and establishment 
of a new sanitary landfill at the Akhangaran site operated to international standards. 
Considerable secondary benefits are expected to arise from an improved and efficient SWM 
and landfill by reducing environmental impact, such as lower medical costs, fewer sick days, 
increased productivity, and reduced air pollution, as well as potential clean development 
mechanism benefits,2 though these have not been included in the analysis as they are too 
difficult to quantify in monetary terms in a meaningful and comparable manner. 
 
15. In the absence of the project the average cost of waste collection and disposal would 
increase as the aged and obsolete waste collection trucks break down, have higher operation 
and maintenance costs, and are out of service more often. Within a few years the Akhangaran 
landfill would fill to capacity, and the city administration would be forced to use other dumpsites, 
if they were available. Eventually communities and commercial operations would be forced to 
make their own arrangements for disposing of their waste through informal and less effective 
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means, increasing the average cost of collection and disposal through more time having to be 
spent dealing with their waste and less efficient collection and disposal. Some residents might 
resort to incinerating their own rubbish, contributing to air pollution, or using waste land in the 
city for illegal dumping. The net result would be an increased cost and greater environmental 
and social harm. 
 
16. Estimation of economic benefits. Non-incremental waste collection benefits are those 
accruing to the economy as a result of the project preventing the city administration and 
residents having to move to less efficient waste collection and disposal as the SWM system 
continues to deteriorate in the future without the project. The opportunity cost of this situation 
has been estimated as a 5% increase per year in average waste collection and disposal cost 
over the first 10 years of the life of the project. The project will also create immediate efficiency 
gains in SWM brought about by the operation of the new waste vehicle fleet and the 
rationalization of waste collection and disposal operations; this benefit is assumed to be a 20% 
reduction in the average cost of waste collection and disposal costs for communities and a 10% 
reduction for budget and commercial enterprises. 
 
17. Increased recycling benefits. The project is assumed to increase the percentage of 
waste that is separated and recycled from the current 5% to 15% within 5 years as a result of 
greater support and publicity for recycling. In the absence of the project, the future recycling 
percentage is assumed to increase only to 10% of the volume of waste, but it is recognised that 
an increase in recycling is likely to occur without the project situation as a result of the general 
increase in public awareness and the development of private enterprise in the sector. Increased 
recycling as a result of the project has two benefits: (i) the reduction in the volume of waste that 
has to be collected and transported to the landfill and (ii) the economic value of the recycled 
materials that would otherwise be discarded into the landfill. The saving in waste volume is 
projected to increase from 25,000 tons per year at the start of the project to 48,000 tons per 
year by 2037. 
 
18. The value of recycled material, mostly polyethylene terephthalate plastics, varies 
according to international supply and demand, but in December 2012 such bottles, the main 
recycled product, was reported selling for $1,500/ton of clean flake, freight on board from 
suppliers. For the purpose of analysis, a conservative value of $250/ton is used for the 
economic value of recycled materials, which allows for other recyclables in the mix, processing 
and handling costs, and a longer term value. 
 
19. Other benefits. The project can be expected to result in several other benefits through 
the maintenance and improvement of the SWM system compared with the situation without the 
project. These include the prevention of illegal dumping of waste, or in an extreme case the 
piling of waste in the streets with the associated risk from flies and other vermin and other 
health risks. The avoidance of informal burning and incineration of waste contributing to smoke 
and air pollution, and of associated respiratory health effects, would be another positive benefit. 
Deteriorating SWM would affect the quality of life and appeal of the city, detracting from its 
appearance as a modern, attractive, clean environment conducive to attracting more tourists 
and contributing to the quality of life of its residents.  
 
20. Other economic benefits may accrue through the clean development mechanism and 
credits for carbon capture in the sanitary landfill. While there are economic tools to assist in 
valuating these impacts and to allow them to be counted in the economic analysis (for example 
assuming savings in lost days from sickness and even loss of a life valued at gross domestic 
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product per capita) information specific to Tashkent is insufficient to meaningfully quantify these 
benefits. 
 
H. Economic Analysis Results 
 
21. The economic effectiveness of the proposed project was measured using the EIRR. The 
project is considered economically feasible if the EIRR is greater than the EOCC at 12%. The 
EIRR was further tested for sensitivity to changes in the three most important parameters in the 
analysis: (i) a 20% increase in capital cost, (ii) a 20% decrease in the saving in operating costs, 
and (iii) a 20% decrease in revenue from recycled material. Table 3 (Supplementary Document 
1) presents a summary of the economic analysis and the results of the sensitivity analysis. 
 
22. The project EIRR is 17.4%. Sensitivity tests found the project to be robust and 
economically feasible but most sensitive to a 20% increase in investment costs. The calculated 
EIRR is expected to be lower than the economic return, as the value of the considerable 
unquantified economic, social, and environmental benefits is not included in the analysis. 
 


