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Seat No.: ________                                                     Enrolment No.______________ 

GUJARAT TECHNOLOGICAL UNIVERSITY 
M. E. - SEMESTER – III • EXAMINATION – WINTER • 2014 

Subject code: 731902 Date:  27-11-2014 
Subject Name: Transportation Economics and Project Evaluation 
Time: 02:30 pm - 05:00 pm Total Marks: 70 
Instructions: 

1. Attempt all questions.  
2. Make suitable assumptions wherever necessary. 
3. Figures to the right indicate full marks. 

 
Q.1 (a) What are the purposes of economic evaluation of highway projects? 07 

 (b) Enlist points of Basic Concepts of Economic analysis and briefly explain each point. 07 
    

Q.2 (a) Make a list of typical problems for which Economic Analysis is applicable. 07 
 (b) What is inflation? What is the impact of inflation on cost of a project? How is it 

computed? 
07 

  OR  
 (b) Explain income elasticity of demand. 07 
    Q.3 (a) Enlist topics to be studied for Transportation Project Evaluation. 07 
 (b) Calculate the annual cost of a stretch of highway from the following data: 

Item Total cost Rs. in lakh Estimated life, years Rate of interest, 
% 

Land 12 100 6 
Earthwork 9 40 8 
Bridges and 
culverts 

7.5 60 8 

Pavements 14 15 10 
 The average cost of maintenance of road is Rs. 1.5 lakh/year 

07 

  OR  
Q.3 (a) A company is offered an investment proposal to invest Rs. 50 lakhs to get a return of 

Rs.20 lakhs for the first 2 years and Rs.10lakhs for the next 3 years. The rate of 
interest for first two years is 5% per year and 10% per year for the remaining years. 
Find NPV and state weather the investment is feasible or not. 

07 

 (b) Explain Cost recovery Factor. 
The cost of upgrading of existing highway segment is Rs. 400 crore at current price 
and is met with by raising loan from Asian Development Bank, what is annual 
payment of equal amount for 20years to repay the loan if the rate of interest is 8% per 
annum? 

07 

    Q.4 (a) Explain highway user benefits. 07 
 (b) Explain Annuity Methods of investment. 07 
  OR  

Q.4 (a) Which are the normal stages involved in process of economic evaluation? 07 
 (b) Explain conceptual framework for economic evaluation according to FHWA. 07 
    Q.5 (a) Explain Road Investment Decision Model (RIDM) for economic evaluation of road 

project. 
07 

 (b) Explain the terms: BOT, BOOT, BOLT, vehicles of concessioners, GNP, DBFO, 
BOO. 

07 

  OR  
Q.5 (a) What are the components of National Income? Explain them and state their 

significance. 
07 
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 (b) An existing single lane road, 30 km long, is to be widened to two lanes. The cost of 
widening is Rs.10 lakhs per km. The vehicle operating cost and maintenance costs, 
with and without widening, for 10 years period are presented in table below. The 
discount rate is 12% is the project economically justified? 

Year Road User Cost Accident Costs Maintaining Cost 
t With 

widening 
Without 
widening 

With 
widening 

Without 
widening 

With 
widening 

Without 
widening 

1 101.5 160.7 2.5 3.6 10 7.5 
2 105.6 168.2 2.6 3.7 10 7.5 
3 110.2 176.3 2.7 3.8 10 7.5 
4 116.2 185.2 2.8 3.9 10 7.5 
5 122.3 190.0 2.9 4.0 10 7.5 
6 128.4 199.5 2.9 4.0 10 7.5 
7 135.6 210.0 3.0 4.1 10 7.5 
8 143.2 219.5 3.1 4.2 10 7.5 
9 149.1 228.2 3.2 4.3 10 7.5 
10 154.6 240.1 3.2 4.3 10 7.5 

 

07 
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