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Abstract The study focused on the Lekki-Epe Expressway concession project. The objective here is to analyse the
cost-benefit effect of the project on the people that ply the road. This is a way of analysing whether the welfare o fthe people
increases or decreases with the project. To carry out the analysis, several assumptions were made. The cost of the project by
the executors has been stated. The benefits to them will come from the tolls, for the period of thirty years (30 years). This
paper studied the impact of this project on the people by way of assigning values to the benefits and costs. The vehicles were
categorized based on tolls to be paid. The study summarized that the project has value in the sense that the benefits from it,
outweigh the costs, based on cost benefit analysis procedure, which is centered on NPV; Cost-Benefit ratio. On the whole, the
NPV was positive i.e. > 0 and benefit/cost ratio is > 1. Apart from the primary benefits that projects normally takes into
consideration, other benefits were also detected. These benefits are called secondary benefits. These include: saving on petrol,
on car maintenance, on time to destinations, among others. This shows that the Lekki-Epe Expressway concession project is
a viable project, and that it will increase the welfare of the people, and directly or indirectly improve the standard of living of

the people.
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1. Introduction

The economic growth of anation is no doubt dependent on
the availability of functional infrastructures such as energy,
roads, railways, water supply, education and a host of other
amenities that converge to provide the conducive
environment for the free flow of goods and services across
the length and breadth of the country. The high cost of doing
business in Nigeria due to poor infrastructure has impacted
negatively on the nation’s economy as investors seeking
greener pastures have been relocating to neighbouring
countries even as mortality rate for industries, especially
Small and Medium-Scale Enterprises, has been on the
increase in the last few years.

The huge gap in infrastructure is easily noticed in critical
sectors of the nation’s economy. The deplorable condition of
Nigeria’s infrastructure requires that the Federal
Government must spend N2.25tn ($15bn) annually to
improve it to an acceptable level according to a report on the
state of infrastructure by ICRC (2011). Poor infrastructure is
one of the major constraints to economic development
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through its debilitating impact on productivity, investment
in-flows, competitiveness, cost of doing business and
people’s confidence in the government and the economy.

Infrastructure is the key element in diversifying the
opportunities which can bring about shared growth. That is
growth that enables not just the private sector to come in but
also have positive impact on the lives of the people. .
Evidently, there is a high correlation between availability of
infrastructural services and the income levels of most
economies.

The concept of Public private partnerships (PPPs) is now
becoming an interesting debate in the world, especially in
developing countries as a means of reducing infrastructural
development problem for sustainable growth. It is now
becoming very glaring that public sector alone cannot
provide adequate infrastructure for sustainable development.
The PPPs is more or less a new phenomenon in the
developing countries. As a result of this, people are resisting
it, because they believed that the cost of the good and service
will be too much for the public to bear. The importance of
PPPs is not really very open to the people of the third world.
As aresult of this they need awareness.

This study presents the assessment of the recent PPP
initiative in the road infrastructure in Nigeria (a case study of
the LekkI-Epe expressway concession (Cost- Benefits
analysis Approach). A fast growing development corridor
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such as that served by the Lekki-Epe Expressway, with over
85,000vehicles using the Expressway daily, needs good road
infrastructure to support its continued development and
growth, according to LCC publication on the internet. The
government believed that a first-class road facility, such as i
being currently delivered, will both stimulate further
economic growth and provide sustainable livelihoods for
people living along the axis.

The objective here is to analyse critically the benefits and
costs of this project. The outcome of the study will be able
to shed more light on the importance of the project; and how
people may benefit or otherwise from the project whether it
will add value to their standard ofliving (i.e. their welfare) or
not. Although, according to[l], the private sector
participation is increasingly involved in the conduct of
developing countries but the success or failure of PPP
projects has not been systematically assessed. In order words,
the cost and benefits have not been properly analysed.

In line with his argument, this present study is focused on
the true analysis of the costs and benefits of Lekki-Epe
express road concession in Nigeria between 2010-2040.

2. Literature Review, Theoretical
Framework and Methodology

2.1. Liter ature Review

Interest in the PPPs is on the increase all over the third
world countries. Several factors help to account for the
increased interest and popularity of PPPs. According to[2],
he pointed out that the promise of efficiency saving and a
reduced burden on strained public resources has certainly
struck a positive chord ‘in countries operating under tight
budgets. He went further to clarify the beauty of PPPs in
terms of benefits that will accrue from it such as access to
provide finance for expanding services, cleaner objective,
new ideas, flexibility, better p lanning, improve incentives for
competitive tendering and greater value for money for public
projects.

[3] also believed that infrastructure development is as
central in terms of its importance as an ingredient of social
and economic stability. He clarified this issue further by
looking at how valuable an infrastructure is that the World
Bank estimates that every 1% spent on infrastructure will
lead to an equivalent 1% increase in GDP which gives a
positive correlation between infrastructure and GDP.

Most roads in Nigeria are not in good condition. To this
extent[4] stressed that the provision of roads and
transportation facilities are fundamentally important to the
development of Nigeria as well as the welfare of the people.
Good infrastructure is a requirement for economic growth
and development.[5]pointed out that several factors are
responsible for the increase in the interest and popularity of
PPP. These he categorized as:

(a)— Efficiency

(b)—Saving

(c)— Reduced burden on strained public resources.
(d)—Access to provide finance

(e)— Cleaner objectives

(f)—New ideas

(g)— Better planning

(h)—Flexibility etc .

For PPPs to be accepted by the people, it needs a lot of
awareness, educating the people about the benefits

associated with it. These benefits could be primary or
secondary.

According to[6], the key fundamental requirements of
effective PPPs include:

Commitment symmetry

Common goals symmetry

Intensive communication

Alignment of cooperation learning capability

Converging working culture

Furthermore, author such as[7], added more to the
ingredients of collaborations of PPP as:

Individual excellence

Investment

Information

Integration

Integrity

[8], pointed out that PPPs must be seen as a mechanism
that has the capability of providing the atmosphere for state
functions and municipal goods and services on a cost
effective and sustainable basis.

To make the Lekki-Epe Expressway concession to be
acceptable to the people, a thorough analysis needs to be
undertaken. The objective of this study is to analyse this
through Cost-Benefit analysis.

2.2. Theoretical Frame work

It has been established in development theory that the use
of PPPs in the production and distribution of some goods and
services cannot be thrown away if the attainment of
sustainable development is to be achieve. It is very important
to encourage the provision of and the delivering of some
goods by the private sector, for efficient, effective
sustainable, dynamic and very vibrant economy.

Public private partnerships (PPPs) are conceptually
collaborative efforts between the public and the private
sector to deliver public goods and services,[9],,[10] stressed
that, the role of the private sector in the pursuit ofsustainable
economic development in most economies have been on the
increase and is being recognized. It is assumed that for
efficiency and e ffectiveness of production and distribution of
goods and services, the best bet is the joint efforts of PPPs.
Commonwealth (2003) saw Public Private Partnerships
(PPPs)as the collaboration between public and private sector
organization to deliver public goods and services.

Efficiency theory postulates that the private sector led
economic and development is more efficient in terms of
allocative, efficiencies and effective. In as much as the
private sector is more dynamic and efficient, it is a profit
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oriented in nature and there is the interplay of the market for
us to determine the production and the distribution of goods
and service of demand and supply through the forces of
demand and supply.

The private sector has been described as the current
predominant global ideology and a viable engine of growth
and to a sustainable development. As rightly pointed out
in[8], that the private sector being a profit oriented
organization would not embark in providing and distributing
goods and services where there is no direct
economic/peculiarly profitability. Infact, it might not be
possible for private sector to invest in goods and services
such as infrastructure even if, it is desirable by the
community, except if the net peculiarly gain is positive. In as
much as in most countries (especially in Africa of which
Nigeria is one), it is very likely that there will be shortage
of adequate experience, skills, knowledge and exposure that
is planned to provide and also expand the high standard
goods and services that are required for sustainable growth.

A way out of the above is to embrace the role of both
public and private sectors to collaborate in owing financing
and management of the operation of the production and the
distribution of goods and services. Hence PPP’s should be
encouraged.

The theory behind this is the cost/benefit analysis which is
in the domain of welfare economics.

2.2.1. Cost-Benefit Analysis

Welfare economics is concerned with the evaluation of
alternative economic situation from the point of view of the
society’s well-being that if for example, the present position
of'the society stood at P, if a new policy is propounded in the
form of new project. If the outcome of the policy can
improve on P to P* whereby P*>P, then it is socially
desirable. To evaluate this point, Cost-Benefit analysis could
be used adequately. That is, by subjecting the whole
situations into costs and benefits and to see whether benefits
outweigh the costs.

This type of evaluation is precisely the subject matter of
welfare economics. The objective of welfare economics is
the evaluation of the social desirability of alternative
economic state. Where benefits out-weigh costs, will be that
point of B>C which will be the preferred state, and will have
that ability to give satisfaction or utility. Thus, this means
that gains could also be defined as utility or welfare. The
objective of a nation is to move the society to a state of the
economy that promises the maximum utility or welfare[11]
provided the analytical tool. This was analysed through the
consumer’s equilibrium. The equations are specified below

The consumer’s equilibrium is achieved at that point
where:

MU, MU
X _ y — ﬂ, (1)
P PV

X

OrMUx= A Px.
Where, MUx = marginal utility of good X,

MUy = marginal utility of good Y,

A = marginal utility of income,

Px and Py are respectively the prices of good X and good
Y, If the marginal utility of income is equal to 1, then Mux
= Px. Thus, price reflects the value of the satisfaction or
utility to the individual, of the commodity (orstate) X, and
similarly for all other commodities. Therefore, if an
individual wants the commodity, he must be willing to pay
Px. It is exactly this willingness to pay which defines the
value of a benefit. Thus, the following important
equivalence is obtained:

Marginal Utility = Benefit = willingness = Price

The relationship may be generalized as follows:

Let:

M = Total number of individuals in the society,

i=The ith individual;i=1, 2, 3,...... ,m

n =Total number o f goods and services:

j =the jth goods and services, thatis j=1, 2, 3,.......n

X = Vector of goods and services, that is

X=(Xx.,X,,X,,.X,) )

Therefore Xij =commodity j purchased by individual i.
If Ui = Ui (Xi13 Xiz, Xi3, Xij, .............. Xin):

Generalizing the equilibrium condition shown above, we
have:

Where,

MU;j;= marginal utility of good j to individual i

A = marginal utility of money income to individual i

P = price of good j

Any change in money income individual I will result into
changes in goods and services Xij, purchased by individual i.
Therefore, an increase, (AXj) in the amount of Xj, will raise
utility (Ui) for individual i byl

AU, = LC/ AX, 3)
oX i

that is, addition to total utility as a result of increasing
consumption of Xj by one unit (MUj;j) multiplied by the
increase in the consumption of Xjthat is AXj;.

Therefore
AU, :&-AX” _,_&.AXIQ
60X, 60X,
(4)
+oU,-AX +...+ﬂ-AXm
5Xiv
Substituting for U; we have:
AU, = 4R -AX, + AP, -AX,,
5
+AP-AX, +. + AP -AX, )
and
AU;':Z/LP]"AXU' 6)

J=1
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=1
if it is assumed that a change in the social welfare (DSW)
resulting from a change in the national income is the sumof
changes in the utilities of individuals in the society, then:

n
ASW =" AU, )
i=l1
Substituting for AU;, we have:

m n
ASW =1 > AP, - AX, ®)
i=l | j=i
Some of'the goods and services (X;;) are outputs and some
are inputs. Treating the outputs as physical benefits (ba) and
the inputs as physical cost (c;), then:

m m n
ASW =3 > AP, -Ab; = 3 AP, -Ac; o)
i=l i=1 j=k+1
If A is the same for all individuals, and the change in the
national product is distributed across the community rather

than individuals, then:

k n
ASW —/Iij Ab, — ZPJ ‘Ac; (10
j=l1 Jj=k+1
Since the absolute magnitude of the social welfare (SW) in
this analysis is not relevant, and the social welfare function is
an aggregate of individual utility functions, which are
defined only up to a monotonic transformation, then the
above may be written as:

k k
ASW =3P -Ab,— > P -Ac, (1)

j=1 j=k+1
k k
ASW:ZBj— ZC/‘ (12)
j=1 j=k+1

where: b and c are the values of the benefits and costs
respectively.

Thus, the changes in social welfare would be equal to the
money value of benefits less the money value of costs.
Therefore, in order to take a decision about the effect of a
project on the social welfare, it is necessary to compare the
benefits with the costs.

Inthe case of Lekki concession tolls, the costs and benefits
of'the project could be analysed using Cost-Benefit analysis.
This is to test whether the social well being of the people
increases with the project or deceases. If it increases, it
shows that the welfare of the people have increased thereby
bringing about increase in economic growth which is a
measure of welfare. If otherwise then the project should be
rejected.

2.3. Analytical Framework

This study i focused on the Lekki-Epe Expressway
concession road in Lagos Sate, Nigeria. The aimis to analyse
the cost and the benefit of the project using the project

evaluation technique that is appropriate. The appropriate
project evaluation technique in this case is the NPV
evaluation technique and the Benefit-Cost ratio.

A project is characterized by an initial fixed expenditure
of, say, XK in machinery equipment, trucks etc, an operating
expenditure of, say, XC, every year. Also streams of
revenues or benefits, XB;, over the life ofthe project.

The annual costs incurred is refers to as a cash outflow,
and the revenue received as the cash inflow. The present
value is either the present value of revenues (or benefits) less
the present value of costs, or the present value of net benefits
(that is, benefits net of costs). Thus:

NPV= | B; B: ... B,
(1+1)° + (1+0)*

KD C' Cz . Cr
+u1+i3 + (1+)2 *

= E B: (1+i)* = C; (141 — Ky
=
n

= > (Bi—Cy) (1+) - Ky
=

Where:

Ko= the initial cost which will not be discounted. ( such
costs include: cost of preparation and signing of contract,
feasibility preparation costs.).

B=stream of benefits

C;=streamof Costs

i =discount rate

t =time in years

The, decision rule here is that if the NPV > 0 then accept
the project.( It shows that the project is worthwhile) .

In the case of Benefit-Cost ratio, there are two variants.
The gross Benefit-Cost ratio and the net benefit-cost ratio.

The gross benefit-cost ratio is given as:

n
> B (1)
Re =
n
2 (Ki=Gy)(1+c)
=0

The net Benefit-Cost ratio is given as:
n

2 (Bi—Ci— K (1+i)?

Ru= =0

Ko
Where:
B, = streams of benefits
C; =streams of operating costs
K = replacement costs
K, =initial Costs
i =discount rate
t =time in years
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On both ratios, the decision rule is that, the project is
worthwhile if the outcome of the two equations are each
greater than one that is, if

Rg>1

Ry> 1

2.4. Methodol ogy

The study is focused on the Lekki—-Epe Express way
concession in terms of the benefits and the costs between
now and 30 years.

The study will make use of secondary data.

The sources of data will be:

1. LCC websites (Wwww, lcccom.ng)

2. Guardian Newspaper (December 21, 2010)

3. Published data by the LCC through seminars and

conferences.

2.4.1. Data used and Their Calculations

The type of tariffs to be charged, are as clarified by the
project executors.

Table (1) presents the vehicle class, the description of the
vehicle and the standard toll.

There are six categories of vehicles. The total number of
vehicles that are likely to ply the route everyday is given as
85,000 on the average. If we assumed that the distribution is
equally distributed among the sixclasses of vehicles, then we
will have 85000 ~ 6 = 14,167

On the basis of the above, each of the vehicle class will be
charged tariff.

Table 1. Classes of vehicles and the toll tariff

Vehicle class Description Toll
Class A Motor cycles 50
Class I Saloon cars and Tricycles N 120
Class 11 Mini Buses, Pick-up Trucks N 150

Class III A Commercial Danfo Buses 80

Class 111 Light Trucks and 2-AXIS N 250

Buses

Class IV Heavy Trucks and buses N350

Source: Guardian, Newspaper, December 21, 2010
LCC publication on website: www.icc.com.ng
Table 2. Vehicle tariff total amt paid

Class A N 50 14,167 x N50 =2708,350

I N 120 14,167 x N 120 =%1,700,040

11 N 150 14,167 x N 150 =™2,125,050

ITIA N 80 14,167 x N80 = 21,133,360

111 N 250 14,167 x N 250 =™3,541,750

v N 350 14,167 x M350 =24,958 450

The above analysis is based on the assumption that all
vehicle class will move from the first toll to the last toll.
Supposing this assumption is relaxed and we assumed that
not all vehicles will go as far as the last toll. Then, certain
assumption could be made:

Supposing the whole 85,000 Vehicles pay the first toll
only.

70% of 85000 that is 59500 vehicles will pay 1°" and ond
tolls

40% of 85000 that is 34000 vehicles will pay 1%, 2" and
3 tolls

To obtain average toll tariff per toll gate per car is obtain
by N1000 ~ 6 =N167

CLASS AN 50
CLASSI N 120
CLASS 11 N 150
CLASSIIA N 80
CLASS 1T N 250
CLASSIV N350
TOTAL N 1000
TO OBTAIN THE AVERAGE TOLL TARIFF PER
TOLL GATE
B 1000 {Total toll tariff)
= 6 (Mo of Vehicle Classes)
bl 166.6666667  (Average toll tariff per toll gate).

This means that:

85, 000 vehicles will pay M=167 each

70% of 85000, i.e. 59,500 will pay twice for two toll gates

40% of 85000, i.e. 34000 will pay three times for the three
toll gates

These estimates can now be projected to one week, one
month, one year, and 30 yrs.

TO OBTAIN THE TOTAL REVENUE OR INCOME
PER DAY

85,000 x N 167 =N 14,195,000

59,500 x N 334 =N 19,873,000

34,000 x N 500 =N 17,000,000

N 51,068,000 (Total Revenue per day)
TO OBTAIN THE TOTAL INCOME IN 7 DAYS (ONE
WEEK)

B 51,068,000 (Total income per day)

X 7 days (One week)

Bl 357,476,000 (Total Income per week)

TO OBTAIN THE TOTAL INCOME IN ONE YEAR

(365 Days)
&L 51,068,000 {Total Income per day)
x 365 Days (One year)
£ 18,639,820,000 {Total income per year)

Total income per day willbe N51, 068,000 per day
N 357,476,000 per week
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N18, 639,820,000 per year

The cost of the project is N50 billion. If for examples, out
of'the total cost of the project,

20% = Initial Cost (which will not be discounted).

80% = Operating and maintenance costs

Initial Cost =N10 Billion

Operating and maintenance Costs = N40 Billion

If we assumed that the operating cost includes
maintenance cost for the period of 30 years are N40 billion
then, to obtain the yearly cost of operating and maintenance
will be

£L40,000,000,000 (O &M costs)

= 30 (project duration)
M1,333,333,333  (Yearly operating cost)

On the basis of the above, the data in tables 3 and 4 were
generated.

TOTAL =N 62,109,018,500.00

N 14,442,748,086.00

Benefit-Cost Ratio=M 62,109,018,500 = 4.300360162 > 1
positive

N 14,442,748,086

NPV = N 62,109,018,500 - N 14,442,748,086 = M
47,666,270,414 > 0

NOTE: The 30 percent interest rate used in this estimation

and analysis is the rate charged on loans obtained by LCC

for the project. Also, the toll tariff used for the analysis is

based on the assumption that there will be no discount and

the tariffs remain the same for the period of 30 years

Table 3. Discounted operating cost

INITIAL COST = N10, 000,000,000.00
YR 0 & M COSTS @¥) DF@30% DIS. OPERATING COST (33
1. 1,333333333 0.7692307692 1,025,641,025 .00
2. 1,333333333 05917159763 788,054,634 87
3. 1,333333333 04551661356 606,388,180.65
4. 1,333333,333 0.3501277966 466,837,062.02
5. 1,333333333 02693290743 359,105 43231
6. 1,333333333 02071762110 276,234,947 90
7. 1,333333333 0.1593663162 212,488 421.50
8. 1,333333333 0.1225894740 163,452,632.00
9. 1,333333333 0.0942995954 125,732,793 .80
10. 1,333,333,333 0.07253815030 96,717,533.71
11. 1,333,333,333 0.05579857714 74398,102.83
12. 1333,333,333 0.04292198242 57229,309.88
13. 1,333,333,333 0.03301690955 44.022,546.06
14, 1333,333,333 0.02539762273 33,863,496 .96
15. 1333,333,333 0.01953663287 26,048,843 .82
16. 1,333,333,333 0.01502817913 20,037,572.17
17. 1,333,333,333 0.01156013779 15413,517.05
18. 1,333333,333 0.008892413687 11,856,551.58
19. 1,333,333,333 0.006840318221 9,120,424 29
20. 1333,333,333 0.005261783247 7,015,710.99
21 1,333,333,333 0.004047525575 5,396,700.77
22, 1,333,333,333 0.003113481211 4,151,308 28
23. 1333,333,333 0.00239498 5547 3,193,314.06
24, 1333,333,333 0.001842296575 2456,395 44
25. 1,333,333,333 0.001417151211 1,889,534.95
26. 1333,333,333 0.001090116316 1,453,488 42
27. 1333,333,333 0.0008385510126 1,118,068.02
28. 1333,333,333 0.0006450392405 860,052.32
29. 1333,333,333 0.0004961840311 661,578.71
30. 1333,333,333 0.0003816800239 508.906.70

TOTAL = N 4,442,748,086
Therefore, Initial Cost + Discounted Operating Cost = Total Cost
& 10,000,000,000 + X 4,442,748,086 = N 14,442,748,086
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10.

12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.

YEARCASHFLOW (3§ DF@ 30%

11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960,000
11,880,960.000
11,880,960,000
11,880,960.000
11,880,960,000
11,880,960,000
11,880.960,000
TOTAL =

Table 4. Discounted streams of benefits

Infrastructural Development in Nigeria: A Study ofthe Lekki Epe Expressway:
(The Cost-Benefit Analysis Between 2010 - 2040). A 30 Year Period Analysis

DISCOUNTED BENEFIT S (M)
0.7692307692 14,338,323,080.00
05917159763 11,029.,479,290.00
04551661356 8,484,214,833.00
0.3501277966 6,526,319,106.00
02693290743 5,020,245.466.00
02071762110 3,861,727,281.00
0.1593663162 2,970,559 448 .00
0.1225894740 2,285,045,729.00

0.0942995954
0.07253815030
0.05579857714
0.04292198242
0.03301690955
0.02539762273
0.01953663287
0.01502817913
0.01156013779
0.008892413687
0.006840318221
0.005261783247
0.004047525575
0.003113481211
0.002394985547
0.001842296575
0.001417151211
0.001090116316

1,757,727 484.00
1,352,098,065.00
1,040,075.434.00

800,058,026.40
615,429,251.00
473.407,116.10
364,159,320.10
280,122,553.90
215,478,887.60
165,752,990.50
127,502,300 40
98,078,692.60
75.445,148.16
58,034,729 35
44,642,099 50
34,340,076 .54
26,415,443 49
20,319,571.92

0.0008385510126
0.0006450392405
0.0004961840311
0.0003816800239
¥ 62,109,018,500.00

15,630,439.94
12,023,415.34
9,248,781.03
7,114,446 .94

Table 5. Discounted streams of benefits and costs discounted at 30%
YRDISCOUNTED BENEFIT S @) DISCOUNTED COST S AMT ()

14,338,323,080.00
11,029,479,290.00

8.484,214,883.00
6,526,319,106.00
5,020,245,466.00
3,861,727,.281.00
2,970,559,448.00
2.285,045,729.00
1,757,727 484.00
1,352,098,065.00
1,040,075.434.00
800,058,026.40
615,429,251.00
473.407,116.10
364,159,320.10
280,122,553.90
215,478,887.60
165,752,990.50
127,502,300 40
98,078,692.60
75,445,148.16
58,034,729.35
44,642,099 50
34,340,076 .54
26,415,443 49
20,319,571.92
15,630,439.94
12,023,415 34
9.248,781.03
7,114,446 94

10,000,000,000.00

1,025,641,025.00

788,954,634 87
606,888,180.65
466,837,062.02
359,105,432.31
276,234,947 90
212,488,421.50
163 ,452,632.00
125,732,793 .80
96,717,533.71
74398,102.83
57,229.309.88
44,022,546.06
33,863.496.96
26,048,843 .82
20,037,572.17
15,413,517.05
11,856,551.58
9,120,424.29
7,015,710.99
5,396,700.77
4,151,30828
3,193,314.06
2.456,39544
1,889,534.95
1,453,488 42
1,118,068.02
860,052.32
661,578.71
508,906.70
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3. Empirical Findings

This study investigated the potential benefits and the costs
ofthe Lekki-Epe concession road network and its impact in
terms of benefits/costs to the people. Data has been collected
from the document of the project executors, based on the
assumptions made by them. The Costs and the likely benefits
have been dictated. The benefits were based on revenue from
tolls as stated in the documents and the dailies.

The figures were worked upon to arrive at benefit - Cost
ratio and NPV. The analysis was also extended to include the
secondary benefit of the project. The true evaluation of the
project was being carried out on the basis of both primary
and secondary benefits and also the costs, the true
Benefits-Cost ratio, and the NPV.

3.1. Interpretation and Discussion of Results

Interpretation of result of the benefit-cost ratio on
Lekki-Epe expressway concession project.

Data were collected for thirty years (30 years) which is the
period of analysis. The extracted figures were subjected to
the discounting methods of findings the present value of
money that extends into the future today. The discount rate
used in this study is the cost of borrowing of the project
executors i.e. 30%. This 30% was used to discount streams
of benefits and costs for the thirty years. Decisions were
taken based on the outcome of the discounted benefits and
costs.

Tables 3 and 4 shows the results of the discounted benefits
and costs.

Discounted streams of benefits

=N62, 109, 018, 500.00

Discounted streams of costs

=N4, 442,748,086.00

Plus the undiscounted initial cost

=N 4,442,748,086 + N 10, 000,000,000

=N14, 442, 748, 0856.00

To arrive at benefits/cost ratio, we divide the total streams
of discounted benefits with the total stream of discounted
costs i.e.:

N62,109,081,500.00

N14,442,748,086.00

To arrive at the Net Present Value of the project (NPV),
we take away the discounted cost plus the initial cost from
the discounted streams of benefits. When the outcome is
greater than zero, it shows that the project is worthwhile.

In the case of Lekki-Epe expressway concession project,
the NPV turned out to be greater than zero (™47,
666,270,414). This shows that from the point of view ofthe
contractor, the project is a lucrative one.

In as much the Lekki-Epe expressway focused on the
primary benefits that the road will have on the people.
Benefits come in different ways. Apart from the primary
benefits that projects normally takes into consideration, other
benefits are also associated with a project like this. These

= 4.300360162

other benefits are called secondary benefits.
The secondary benefits, which could be evaluated in
monetary terms, are classified below:

3.1.1. The benefit to the people (Secondary benefits)

There are other benefits associated with the project that
are not captured by the primary objective ofthe project or the
primary benefits of the project. These other benefits to the
users of the project are what we called secondary benefits. A
secondary benefit is defined as the indirect contributions ofa
project to each of the various objectives that the project is
designed to fulfil, that are not entirely captured by the direct
or primary measures. These secondary benefits of the LCC
are categorized as:

Table 6. Time saving benefit

PERIOD SAVED TRAVEL TIME
A day 2 hours
A week (5 days) 10 hours
A month (22 days) 44 hours
A year (12 months) 528 hours

30 years (7920 days) 15,840 hours (660 days)

3.1.2. Time Saving Benefits

Time is a valuable non renewable resource. Travel time is
often worth more than monetary costs Since, travel time is a
high ranking cost, it could be argued that projects that
increase travel speeds offer significant potential benefits.
Time spent in discomfort (waiting in the rain at the side of a
busy roadway or on traffics) has higher unit costs than time
spent in comfort (in a comfortable seat).

In other to estimate the time saving in 30 years of the
concession, let assume that the road user apply along this
axis for 2 trips per day (to and fro). Let us assume that the
road user will save one hour going to this axis and one hour
coming fromthe axis making it 2 hours per day as a result of
the smoothness and less congestion of the road. Also
assuming he/she is to ply the road for 5 working days a week.
The time saving benefits could be calculated as shown in the
table below:

That is, 2 trip per day; saves 2 hours per day

In 5 working days, saves 10 hours per week

In one month (22 days), saves 44 hours

In 12 months, saves 528 hours per year

In 30 years, saves 15,840 hours (660 days) in 30 years.

This will be the time saving benefits of the Lekki-Epe
expressway road construction assuming the road user ply the
road for the next 30 years (Ceteris Paribus).

3.1.3. Petrol Saving Benefit

Also, to estimate the petrol saving as a result of the
construction of the road, the assumption is that, if a motorist
is able to save 2 liter of petrol per day, how much will het
saved in 30 yrs? The estimation is shown in the table below:
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Table 7.
Time Litres of petrol to Amount N
saved

One day 2 130

5 working days 10 650

22 working days 44 2860

264 working days (1 yr) 328 34,320

In 30 yrsof 7920 days 15,840 1,029,600

*A liter of petrol is ™65 in Nigeria

Assuming a road user that plies this axis, twice a day (to
and fro), 5 days a week and in 30 years period. The estimate
is thus:

In a day, he/she will save N 130 (2 litres of petrol)

In a week, he/she saves N 650 (10 litres of petrol)

In a month (22 days), he/she saves N 2860 (44 litres of
petrol)

In 264 working days (1 year), he/she saves N 34,320 (328
litres of petrol)

In 7920 days (30 years), he/she saves N 1,029,600 (15,840
litres of petrol).

This will be the saving on petrol assuming the price and
other thing remain the same (Ceteris Paribus).

3.1.4. Saving on Car Maintenance

Due to the newness and smoothness of the new road, cars
will avoid running into pot-holes, craggy roads and also less
traffic congestions will be experienced. These could also be
monetized in terms of naira saved/gained.

Assuming a situation where a road user who apply on this
axis carry’s out repairs and maintenance of his/her vehicle
twice in three month due to heavy traffic and congestion on
this axis before the construction of the road. With the
construction of the Lekki-Epe expressway, road user now
experience less congestion, traffic and vehicle costs.

Assuming a road user repairs and maintains his/her
vehicle twice in three months with #3000 per
repair/ maintenance cost before the construction. Now, with
the road construction, he/she carry’s-out repair and
maintenance of his/her vehicle once in three months with
N3000 per repair/ maintenance.

If on the average, the road user saved a minimum of
N3000 every three months. How much would have been
saved in 30 years. The table below depicts the results

3.1.5. Benefit to a commercial road user (A transporter)

The above analysis applies to a private road user. Now,
assuming a commercial road user (transporter) with Danfo
bus, who applies the axis ten times daily (5 times going and 5
times coming) for his daily commercial activities?

In a day, he will save 10 hours, 5 litres of petrol (N 325)

In a week (6 days per week), he will save 60 hours and 30
litres of petrol (# 1,950).

In a month (25 days per month), he will save 250 hours
and 125 litres of petrol (#8,125).

In a year (300 days per year), he will save 3,000 hours and
1,500 litres of petrol (#97,500).

In 30 years (9,000 days), he will save 90,000 hours and
45,000 litres of petrol (#2,925,000). Assuming he apply this
axis for 30 years and all things remain the same (ceteris
Paribus). NOTE: These analyses on secondary benefits are
based on assumptions and projections.

Other benefits include reduction in traffic congestion,
crash costs, noise and air pollution costs. The construction of
a good road will reduce these risks and improve the health
and well-being of the people.

Table 9. Benefit of atransporter

Period  Hours Saved  Litres Of Petrol Saved Amount
A day 10 hours 5 litres of petrol M325
Awee (6days) 60hours 30 litresof petrol N1, 950
A month (25 days) 250 hows 125 litresof petrol ~ M#8,125
A year (300 days) 3000 hours 1500 litres of petrol ~ 297,500

30year (9000 days) 90,000 hours 45000 litres of petrol ¥ 2,925,000

Table 8.
PERIOD AMOUNT SAVED
In Three Months 3000
In One Year X 4 12000
In 30 Yearsx 30 360000

In three month he/she will save N 3,000

In one year, saves N12, 000

The road user will save N12000 in one year as a result of
the road construction, assuming all things remain equal
(Ceteris Paribus).

Commercial user will save three times more than the
OWner car users.

4. Summary, Recommendations, and
Conclusions

4.1. Summary

The paper investigates the costs and the benefits
associated with the Lekki-Epe Expressway concession
project after completion.

The method of analysis was based on the NPV assessment
of the project and the Benefit-Cost ratio. The analysis
covered the 49.4 kilometer length of the road project. The
objective was to analysis critically the Benefits-Costs of the
project. Also, apart from the primary benefit which is the
goal of the project itself, secondary benefits were detected,
which can further decrease the price paid and improve the
standard of living of the people.

The results have so far shown that the concession project
will impact positively on the social-economic growth and
development of the state and Nigeria in particular. The
union between the private and public enterprises in the
provision of social amenities and infrastructures has been
shown to be capable of creating several opportunities for
investors to realize a reasonable return on investment while
the people of Lagos state receive reliable and efficient
services. Subsequently, the PPPs in Nigeria are capable of
producing abundant immediate and future benefits internally
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and externally. On the whole the benefits outweigh the costs
in the long-run. This shows that the project is viable and
beneficialto the people and to the develop mental goals of the
nation.

4.2. Recommendations

The appeal of Public-Private Partnerships (PPPs) as a new
policy alternative in the context of developing countries is
growing. However, not only PPPs have become mired in a
stream of conceptual ambiguity, but also the logistics and
policy requirements for successful PPP imp lementation have
not been systematically explored. This study has attempted
to shed light on this relatively new and complex policy, both
froma conceptual and practical imp lementation perspective.

The following policy recommendations are offered and
they are mostly based on the empirical findings and other
observations made by previous researchers.

Generally, trust, openness and fairness are basic
foundational underpinnings of successful PPPs. Partnering
should be mutually viewed as representing an opportunity
rather than a threat and loss of control. In this context, while
recognizing the immense complexities in working across
sectors with different strategic and operational realities, the
focus should be on identifying common goals, delineating
responsibilities, negotiating expectations and building
bridges including common working practices and specific
reporting and record keeping require ments.

Attention needs to be accorded to developing mechanisms
—structures, processes and skills - for bridging
organizational/interpersonal  differences and nurturing
communication and coordination. Deploying adequate time
and staff helps ensure that both partners’ resources are
tapped and that both have their goals and needs adequately
represented.

[12] suggested that PPPs must begin with careful
groundwork and preparation, including a comprehensive
feasibility study and economic evaluation for each potential
partnership project. In this respect, developing country
governments need to build their legal and regulatory capacity
to effectively foster and participate in PPPs. The concept of
partnership is indeed founded on the assumptions of
interdependence  and  individual  excellence  (ie.
complementary assets and skills). These pre-requisites
cannot be compromised in the pursuit of quick fixes and
efficiency gains. Unequal qualifications and contributions of
expertise are recipes for failing PPPs.

Hence, while PPPs can bring added value to the public and
private sector partners, a sound legal and regulatory
framework and complete transparency particularly with
regards to financial accountability are essential elements.
Also,important is the presence of strong structure at the level
of central administration to steer and guide policy
implementation. PPPs indeed often falter because of hastily
prepared tender documents and contracts and the
negotiations taking place between unequally qualified and
experienced professionals, mainly to the disadvantage of the

representative from the public sector[13].

[14] States that what emerges from the observation of
currently adopted schemes is that each PPP arrangement
should be designed and adapted to the specific characteristics
ofthe asset at stake, as well as to the peculiar abilities ofall
partners involved in the project. In order to guarantee value
for money (VFM), the relative strengths and weaknesses of
each PPP scheme should be considered. Depending on the
sector of application, some models are better suited than
others in delivering targeted outputs and in ensuring accurate
risk management. Choosing the wrong modelor inaccurately
evaluating the risk management capacities of each party may
have extremely costly consequences and a negative impact
on public accounts.

Finally, while PPPs may offer opportunities for exploiting
the comparative advantages of both the private sector —
dynamism, access to finance, knowledge of technologies,
managerial efficiency, and entrepreneurial spirit, with the
social responsibility, environmental awareness, and job
generation concerns of the public sector — they should not be
treated as a panacea. PPPs projects should be evaluated on
their merits, on a case-by-case basis, and contemplated when
the ingredients of effective collaboration (e.g. commitment,
interdependence, individual excellence, communication and
integrity) are found or can be safely nurtured along the way.

4.3. Conclusions

The objective of this study was to shed more light on the
importance of PPPs, infrastructure and sustainable economic
growth. The provision of adequate infrastructure cannot be
left in the hand of government of the nation. In Nigeria and
other developing countries, sustainable access to road
infrastructure and other socio-economic services and
products can be accomplished through public-private
partnerships, where the government delivers the minimum
standard of services, products and or care, the private sector
brings skills and core competencies, while donors and
business bring funding and other resources. Such
collaborations will be especially productive in promoting
poverty alleviation through micro-finance, enhancing
development through partnerships as has been the case with
the developed countries.

[8] Stated that given the changing role of the public and
private sectors in the bid to bring about sustainable
development in most countries, it is no longer sustainable for
the public sector to bring about sustainable development in
most countries. Efficient and effective production and
distribution of public goods and services should be part of
the social contribution of the private sector to sustainable
economic development. It has been seriously proven by|[8§]
that private sector led economic growth and develop ment, is
generally more efficient (both productive and allocative
efficiencies) and effective. The private sector is more
dynamic resilient, creative, innovative and vibrant that the
public sector. But because private sector is more
profit-oriented, the provision of infrastructures cannot be left
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alone in the hands of private sector. Since there will still be
some elements of market imperfection, the advocation of
public, private partnership is in order. The main problem
associated with the Lekki- Epe-Express way is not the
problem of money perse, but the problem of acceptability by
the people living along the axis. This is based on the amount
of'tolls they will be asked to pay. The solution then will be to
educate the people on the benefits associated with such
project. They should also consider the secondary benefits
associated with the it.

In the efforts to achieve sustainable PPP, the objectives
would be to highlight perspectives on development from
leaders in civil society, government, business and the media,
share information on development alternatives, provide
forums for informed debate on related issues, seek to
accomplish better understanding of the nature of
relationships between government and non-governmental
organizations, and introduce conceptual frameworks for
understanding such relationships. PPPs objectives would
also include bridging the information gap between the public
and private sector organizations, analysing their capacities
and opportunities, and suggesting mechanis ms for improving
the relationships between the government and the
governed/citizenry. Therefore, the ball is in government
court to providing an enabling environment for private
participation and in provision of required infrastructure for
growth and development. The study concluded that the use
of public-private partnerships (PPPs) in the provision and
distribution of some goods especially infrastructure is good
and rewarding. This will bring about the attainment of
sustainable development. Infrastructure is key to sustainable
development.
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