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Cost – Benefit Analysis of private sector led cargo airport investment in Nigeria: the case of air cargo airport in Ogun state

 Abstract
This paper documents the potentials of the new cargo airport that would cater for the increasing demand of air cargo traffic in the sub-region. The private sector led approach to air transport infrastructure investment seems to be a solution to highly capital intensive development project. In this paper the impact of mobilising consortium of organised private sector to develop cargo airport at competitive cost devoid of public service project externalities is examined.  The paper appraises the long term benefits of the project to the state and the sub region that represents the economic hub of the country.  The planning, extent of private sector participation and location are examined in relation to existing air cargo traffic volume and pattern and other related issues of cargo airport in the sub-region. This paper presents a case from Nigeria and is based on a real project with data collected through the federal aviation authority and various stakeholders of the project. The analysis of the data revealed that the central location of the new airport along major inter-state highways outside Lagos leading to emerging industrial cities is found to be a major air cargo generator for the airport. Preliminary economic and social benefit analysis shows significant potentials for the modern air cargo demand. 
1. Introduction
African economy witnessed improved noticeable developments in the second half of the 20th century.  This development ranges from political independence, economic emancipation
 across sectoral divides to regional and sub regional integrations.  Based on the expanding economic status of the continent, air transportation is becoming a vital component of economic development and inter-regional integration. The Lagos airport being the economy hub of Nigeria and the West Africa sub-region shoulders more than 40% of the local passengers, about 80% of international passengers  and over 90% of cargo traffic of all existing airports in the country.  The increasing demand for both air cargo and passenger traffic in recent time and its effect on the existing airports’ capacity, particularly Lagos international Airport necessitated the drive for investment in new cargo airport in the country. More importantly, continuing difficulty to access discharged cargo at the Lagos airport due to unabated road traffic congestion of the metropolis further posed transportation difficulty to users of the airport. However, airport infrastructure investment does not come easy. 


The Lagos Airport is indeed experiencing slight congestion within the airport and access to the airport for passenger movement and cargo.  The demand for air transportation using the Lagos airport is increasing along with the expected growth in the demand at the national level.  However, developing new airport and airport’s facilities is not only a time consuming and costly process, but also the process suffers from apparent shortage of capital to meet the airport systems future financing needs (Payson and Steckler, 2000).  Given the present potential level of congestion of the Lagos airport and projected growth in demand, following increasing acceptance of economic reforms that have enhanced inward movement of foreign investments, there is the need to moderate the airport development process around Lagos metropolitan area.  Obviously, considering increasing demand for infrastructure and services that are more pressing than airport development, government spending on increasing air system, spending capacity in general and development of a new airport entirely in particular seems infeasible.


 This paper documents the potentials of the new cargo airport that would cater for the increasing demand of air cargo traffic in the sub-region. The paper uses the benchmarks taken from other studies and data collected from within and around the new cargo airport and then apply the cost-benefit analysis. Cost-benefit analysis is a systematic evaluation of a set of investment alternatives with a view to translating the effects of such investments into monetary terms and to account for the fact that benefits generally accrue over a long period of time, while capital costs are incurred primarily in the initial years (DOT, 2005). In many developing countries, including Nigeria, this evaluation is rarely done, even when the investments would warrant taking up loans from the banks. With specific reference to transportation investments in such countries, it is taken for granted that such investments would normally have overwhelming benefits and therefore pointless to carry out such exercise. Perhaps this is one of the objectives of this paper to, in retrospect, evaluate the economic advantages and otherwise of this first of its kind transport investment that also involves the private sector participation. 

The private sector led approach to air transport infrastructure investment seems to be a solution to highly capital intensive development project. In this paper the impact of mobilising consortium of organised private sector to develop cargo airport at competitive cost devoid of public service project externalities is examined.  The paper appraises the long term benefits of the project to the state and the sub region that represents the economic hub of the country.
2. General and air transportation development 

Nigeria with the population of 140 million (in 2006) has about 52% of is population living in urban areas.  The urban population is distributed over the country’s space with pockets of heavy population among large space of sparse population.  Generally, the population is very dense in the south, while the middle belt is relatively sparsely populated as well as north-eastern part of the country.  Densely populated urban settlements are in the southwest, east central and north central parts of the country.  The quality of the population in terms of income per capital and skill varies from one part of the country to another, but explained more by environmental and economic differences, which provided impetus for movement within and between the regions.  Agriculture remains the mainstay of the majority in the rural areas.  Agricultural resources varied according to climate and soil from south to the north; however the variation in the production of agricultural products is significant to the country’s interregional freight movement.  Mineral resources follow geological variation of the country, but very few of them support large-scale mining.  Petroleum, derived and exploited mainly in the Delta region of the southern part of the country is the mainstay of the nation’s economy as 90% of the foreign exchange income is derived from it.  Indeed, manufacturing industries of the country are not depended on the other solid numerous mineral resources but on import substituted products that are market oriented.  

The industries are largely into consumer goods and are concentrated in the north-central region, southwest region, east-central and south-eastern parts of the country, following the distribution of large urban centres and cities.  Though the policy of the central government was to achieve industrial dispersal with the view of ensuring meaningful spread of development throughout the country, the industries are heavily concentrated in urban regions and in pockets of some places. There are no well-articulated and stable industrial development policies due, in part, to unstable polity.  
It is within the context of the nation’s economic development strategies that the country’s transport systems have being developed to accelerate socio-economic development and industrial transformation as well as being useful as agent of economy dispersal.  Though there is an absence of integrated transport policy, attempt by the central government to coordinate transport planning has been hindered by institutional frictions and bottlenecks as well as extensive bureaucracy.  Air and aviation transport sub-sector is not left out. The discourse on the transportation development in the country cannot be differentiated from the basic issues in the development and growth of the regions and cities (World Bank, 1996;  Oyesiku, 2002). 

  
Air transport development in Nigeria was first recorded in 1925, but commercial aviation started with regular flights between United Kingdom and Nigeria in 1945.  The advent of Second World War boosted the development of civil aviation in the country and at the end of the war the British Oversees Airways Corporation (BOAC) commenced flight to West African colony - up till 1960.  The indigenous civil aviation department was established in 1960 and was integrated into Federal Ministry of Transport in 1965 as the organ of government responsible for formulating policy, regulating the industry, providing some services, including provision of aeronautical facilities, air traffic control and so on until 1990 when Federal Civil Aviation Authority (FCA) was created.

The Nigerian aviation industry is currently undergoing a phenomenal change in terms of operation of services and management of it infrastructure.  Since the aviation reforms of 1995 which deregulated the national aviation sector, there has being increase in the number of private airline operators to cope with the increase in the demand for air travels that was occasioned by growth in the overall economic development and decentralization of industrial activities.  Earlier, in the late 1980s the Federal Government bowed to pressure for construction of airports in all the then 21 states capitals despite the fact that there was a down turn in the economy of the country.  By the late 1980s the country had 21 domestic and six international airports spatially distributed across the country (see Fig.1) for the passenger traffic, but the cargo movement is concentrated at  just 3 airports.  
Perhaps, the most prominent airport, which is located in Lagos, currently experiences congestion with as high as over 90% of the cargo and mail movement in 2004 handled by the airport, and about 84% of the cargo by weight out of the total at the national level (FAAN, 2003; Oyesiku and Oduwole, 2004).  The need for an alternative airport that is more efficient, easily accessible and that can provide hub to emerging industrial activities in the south-western part of the country was imminent.  However, considering the costly process of airport development and shortage of capital to meet the new airport development process, the state government intending to have the first purposely built airport in the country is adopting the private sector led involvement process.  Mindful of the fact that airport services are capital intensive while the investment are lumpy, sunken and require long gestation period.  The private sector involvement therefore , apart from being part of general over all economic reform is expected to strengthen the  private sector, the administrative capacity of the government to regulate private services provided and improves the performances of the public sector in the provision of infrastructural service.

In their examination of determinants of airport investment infrastructure in Nigeria, Oyesiku and Oduwole (2004) noted that Lagos airports have the highest capital asset investment followed by Abuja and Port Harcourt in that order. However, when relating the investment to air passenger that the pattern becomes more meaningful as  the lowest ratios were obtained for Abuja, Port Harcourt, and Lagos having 42, 79 and 109 respectively. Some airports have very considerably high ratio: Akure 1: US$ 12,824; Ilorin – 1: US$ 6,529; Minna – 1: US$ 24,235; Kastina- 1: US$10,778 and Ibadan-1: US$ 3,106. In all, the capital assets as investment for all the airports combined was about US$ 1.18billion (in 2002), while the total air passengers movement handled by Nigeria airports was 6,270,416. In comparison with the situation in other developing countries there seems to be a mismatch between the investment and passenger traffic. For instance, in 2001, Changi airport in Singapore handled 28million passengers (Phang, 2003), while the investment on Changi airport rose to about US$ 1.4billion that year. These high figures of per capita of passenger investment show the mismatch between investment and passenger traffic.   
[image: image1.png]Figl. Airports in Nigeria ,showing the new cargo airport




With reference to passenger movement, aircraft movement and cargo movement, Table 1 shows recent data in all the 19 airports.  For all types of air traffic, there has been significant increase in the trend in recent time. Clearly discernible is the over 60% increase in the cargo movement throughout the country. However, in terms of  proportional contributions of the airports to the overall national traffic,  Lagos airport alone accounts for over 54% of the passenger traffic (with about 74% of the international air passenger traffic accounted for by Lagos airport alone), while Abuja and Port Harcourt airports account for additional 35% of all the passenger traffic in 2005. This brings the total passenger traffic by the three airports to 89%. 
 More important to this discourse is the cargo traffic volume distribution is that the Lagos airport alone accounts for 95.55% of all types of cargo and mail movement (chartered, combined and mail cargo) in the country in 2005. The cargo traffic volume increased from 43.7million kg in 2000 to 130.7 million kg in 2006 (Table 2 and Fig. 2). In terms of imports and exports, the air cargo traffic volume distribution shows that 61 percent of all cargo is imported (see Table2 and Fig. 3), a reflection of the import dependent economy of the country. When the cargo traffic is related to the average daily installed capacity,  Lagos airport has achieved about  93% of the total installed capacity in year 2005.  
Table 1.
Passenger and cargo movements at the airports

__________________________________________________________________

Types of 

2002

2005

% increase
estimate annual
movement







.increase
__________________________________________________________________

Passenger (number)
7,422,866
9,031,754
17.81

3.56

Aircraft (number)
   145,097
   183,444
  9.43

1.88

Cargo (kg)
         45,292,162     113,985,325
60.27
          12.05

__________________________________________________________________

Source:  Federal Airports Authority of Nigeria, 2005.

 Table 2

 Air cargo import and export: 2000 – 2006 at Lagos airport  
__________________________________________________________________

 Year

Import

  Export
   Transit

Total

__________________________________________________________________

2000

      N/A
      N/A
      N/A
  43,714,996

2001

44,320,730
  4,646,186
      N/A
  51,673,443

2002

38,758,645
  6,150,929
  1,830,352
  46,529,061

2003

46,744,600
11,219,525
  3,992,531
  61,956,657

2004

54,467,734
19,724,457
10,137,728
  84,329,921

2005

65,931,646
29,552,375
13,430,983
108,915,004

2006 

79,834,579
37,595,296
13,273,141
130,713,006

__________________________________________________________________

Source:  Federal Airports Authority of Nigeria, 2006
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Fig. 3. Air cargo import - export at Lagos Airport: 2001 - 2006

Import

Export

Transit


In terms of air operation, the Lagos airport also dominates other airports in the country.  As at 2006, there were seventeen local airlines certified and licensed to operate in the country’s airspace and all are based in Lagos and operate from Lagos. However, four of them also operate international routes from Lagos airport. In all there are 32 airlines that operate both passengers and freight in hold of passenger planes. As at the time of this study, 10 airlines, both local and international, operate freight only at the main Lagos airport (Table 3). This is an In terms of air operation, the Lagos airport also dominates other airports in the country.  As at 2006, there were seventeen local airlines certified and licensed to operate in the country’s airspace and all are based in Lagos and operate from Lagos. However, four of them also operate international routes from Lagos airport. In all there are 32 airlines that operate both passengers and freight in hold of passenger planes. As at the time of this study, 10 airlines, both local and international, operate freight only at the main Lagos airport (Table 3).  The increase in the number of airline operations in the main Lagos airport of over 100 percent from 2003 was due in part to continuous deregulation of airline operation in the country, and more importantly, direct cargo flights between Lagos and Dubai that encouraged short time business trips for trading in consumer goods. 

Table 3.
 Airlines operations at the Lagos Airport 

Type of airline Operation



Number  

________________________________________________________________________

Local  on domestic routes*



17

Local on international routes*


04

International operations into Nigeria*

16

Cargo (local and international)**


10

-------------------------------------------------------------------------------------------------------

*   Freight in hold of passenger planes.     **  Freight planes only

Source:  Federal Airports Authority of Nigeria, 2006.

The foregoing scenario shows without doubt the over dependency of passenger and cargo traffic on Lagos airport. The case of cargo traffic is more pertinent considering the fact that over 90 percent of the country’s cargo traffic is handled by the Lagos airport.  The Lagos international airport, which is the main economic hub of Nigeria and West Africa sub-region, is experiencing rapid growth in air cargo traffic demand. In order to absorb the overspill effect of Lagos metropolitan growth along with increasing demand for air cargo traffic, some neighbouring states have concluded arrangement to build new cargo airport involving huge capital investment. In the face of dwindling public fiscal resources to invest in new airport, the state government bordering Lagos metropolitan area of about 15 million inhabitants has adopted private sector led approach to develop the first purposely build cargo airport outside Lagos.

With the relative traffic congestion of Lagos airport and overall vehicular and passenger traffic problems of Lagos metropolis, and the fact that Lagos airport is quite a distance away from some emerging industrial regions in the south-west of Nigeria, a new cargo airport that is relatively more accessible to the rapidly growing cities of the developing metropolitan industrial south-west of the country is highly favoured.  

3. Cost Benefit Analysis (CBA): an overview
Cost-benefit analysis is a  systematic estimate of all benefits and all costs of a contemplated course of action in comparison with alternative courses of action (Seneca and Taussig, 1984).  It is a systematic evaluation of the economic advantages (benefits) and disadvantages (costs) of a set of investment alternatives (USDOT, 2005).  Apart from answering the question – What additional benefits will result if an alternative is undertaken and what additional costs are needed to make it a reality?  It translates the overall effects of an investment into monetary terms and attests to the fact that, benefits are generally accrued over a long period of time while costs are incurred primarily in the initial years.  In actual fact, the application of this efficiency criterion according to Omura, (2004) is considered to be fundamental for public decision – making, concerning public facility investments, developments projects and environmental regulations.  Nevertheless, the CBA apart from giving information about the allocation of scarce resources to be put to the greatest social good, it also gives information about the amount of optimal regulation.  In other words, it regulate until the incremental benefits equates by the incremental costs. CBA can be employed in conducting marginal analysis, especially where long term data are not available for the purpose of the net benefit.

Above all, cost benefit analysis represents a simple and rational idea that decisions are based on weighing up of the costs and benefits of an action.  If free from business or unjustifiable cost, cost benefit analysis is useful in giving guidance and providing objectivity to political judgment.  Note worthy is the facts that, the adoption of the cost benefit analysis in project development involves political biasness,  but it might reduce such bias more than if no such measure is taken.  Thus, CBA provides much more objective information to policy makers that allow them or equip them with knowledge, sense and skills to make the best possible decisions.


An overview of the air transport services and particularly the airport as a vital resource for the communities that the airport serves is imperative.  The transport related elements that can be monetized include the travel time costs, vehicle operating costs, safety costs, and ongoing maintenance costs and residual capital value - (a combination of capital expenditure and salvage value).  According to Heinzerling and Akcerman (2002), Cost Benefit Analysis sets out to do for government what the market does for business.  While Sandbach (1980), identified the following stages in CBA: identifying possible effects on the environment, costs, benefits, risks and uncertainties;  attributing economic costs and benefits; assessing the effect of time and future uncertainties; and deciding upon criteria for comparing projects /cost/benefits ratio- benefit minus cost, or the internal rate of return.
4. Empirical application

4.1 Benefits considerations

In general terms, benefits are often divided into: transport benefits,  social benefits, and economic impacts – including direct, indirect and induced. The costs are: opportunity; operations and maintenance; capital improvements and social costs. The CBA as exemplified in this paper allow the stakeholders to understand the level and quality of the proposed cargo and its influence on the general wellbeing of the people and the economy.  For instance, benefit of an airport is usually the time saved and cost avoided by the users.  On a broader view, increased level of safety, comfort and convenience; forms part of the benefits of an airport.  As a result of this, benefits can be viewed as measure of the improved transportation that the airport provides.  The time saved by using the proposed Cargo airport is the difference between the times for the city trip versus the time for the more direct Cargo Airport.

The benefits of the Cargo airport can be viewed from transportation time saved and safety, social and economic benefits.  Empirically, the benefit refers to the time saved per trip multiplied by the cargo movements, all multiplied by the value of the passenger’s time or Cargo time.

  Benefit =  (Time Saved/trip x N  Cargo trip/movement) 
The benefit could also be as a result of the reduced travel costs, based on the fact that the proposed cargo airport is closer or relatively more accessible to the rapidly growing cities of the developing metropolitan industrial south-west of the country than the Lagos international Airport.  In other words, the total benefits are the sum of the (Naira) value of the time saved and the travel cost reduction.  Adapting the United States Department of Commerce (USDOC) report to estimating the regional Economic significance of airports, annual benefits of the proposed cargo airport was estimated using the equation 1:

Total Annual Benefit = E((FG) (b/p-d/p) + GN (Qb-Qd) …………….. eqn.1
(i)
 Value of time Saved

Annual cargo movement = FGN


Location of the proposed airport ( Sagamu) trip time = b/p


Lagos International Airport trip time = d/p


Annual benefit = E (FG)N) ((b/p – d/p))
(ii)
Travel Cost Reduction


Annual Ground Trips = GN

Location of the proposed airport ( Sagamu) trip costs = Qb


Lagos Int. airport trip costs = Qd


Annual Benefit = GN (Qb-Qd)

Transportation variables used:


G
=
Itinerant Operations per based cargo aircraft per year
N       =
Number of based aircraft at Lagos international Airport

d
=
Ground access distance to Lagos International airport (km)

E
=
passenger time value (US Dollars/hour)

F
=
Number of cargo movement/ per itinerant trip


P
=
Car speed Lagos International Airport to Sagamu (m.p.h)


Q
=
Car costs, including amortization (US Dollars/mile)


b
=
Grand access distance to Lagos International Airport) miles.
The main benefit as estimated using the  variables in the equation 1 is summed as follows in year 2006:

 Transportation benefits (time saved and travel cost) estimate = US $ 370,015

4.2 Economic impact

The economic impact of the proposed cargo Airport was examined in terms of the employment opportunities it  provides.  In other words, the economic impact or benefit is the regional economic activity, employment, wages, that can be attributed directly and indirectly to the operation of the airport.  For instance, the indirect economic benefits include, the services provided by travel agencies, hotels, restaurants, retail establishments and attractions. All these activities employ labour, purchase locally produced goods and services and later invests capital in expansion and improvements of their service which resultantly have a spread– effect on the community.  The point worth mentioning is the multiplier effect of the airport, this depends partly on the degree of economic self sufficiency of the region (Sagamu) and not solely on the activity of the airport.  In other words, the more self dependent the region is, the greater  will be the extent to which expenditure by airports and airport employees keep turning over within the regions. This creates additional incomes with each new round of spending. Of great importance is the population size of the host community.  The size of the population of the region is a reasonable proxy for degree of self sufficiency, thus multiplier factors can be related to the population size.  Adopted from the United State document; the following recommendations gives an obvious view of population sizes and  their multiplier factor.
Population



Multiplier factor



< 100,000



  
0.5


100,000 – 500,000



0.6



500,000 – 3,000,000


           0.75



> 3,000,000




1.0.

In terms of economic impact analysis as earlier mentioned, there was no secondary data, however, attempt was made to carry out a sample survey of potential users of an alternative cargo airport to the existing Muritala Muhammed Airport (MMA) in Lagos.  The survey report itself is based on preliminary work on the proposed Cargo airport for the Ogun State government prepared by AEROTEK (2003), the main consultant to the airport.  Nine basic aircraft operators that are involved in cargo activities were interviewed and surveyed.  In addition, fifteen of the 25 aircraft owners that have operated at the  airport for the past one year were also surveyed. The responses show that the proposed airport will further establish Ogun State as the Gateway for other states to export their produce and import their goods.  The employment generation benefit can be enormous.  The airport operation staff, which will include communication, electrical, mechanical and civil workers, general duty staff and security, will be in the region of 1000 – 2000 workers.  The Cargo and freight handling companies can initially provide about 1000, workers while the aircraft maintenance companies are envisaged to provide 1000 workers.  At full capacity, the airport can provide about 5000-direct/indirect job opportunities for Ogun State indigenes and its close neighbours.
4.2.1  Direct Impact

The direct impact include on the one hand anticipated salaries, taxes and leases of an-airport businesses, private users and the other adjacent cities to the present airport location.  The other direct impact is in term of value of time saved and reduced travel cost in travel by the aircraft owners that are based at the Lagos Airport.  Thus, the direct impact as estimated using the  variables in the equation 1 is summed as follows in year 2006:

i. Transportation benefits estimate = US $ 370,015

ii. Salaries and others =  US $785,200
This gives a total of US $ 1,155,215.
4.2.2 Indirect Impact
The indirect impact according to DOT, 2005 can be estimated using the following formula:

Indirect impact = (transient Operations /2) x Average passengers) x average dollar spent     per visitor.

i.e
(i)
Number of transient operations per day


(ii)
Average passengers per piston and turbine aircraft.


(iii)      Average dollar spent per visitor per day.

The indirect impact is also sometimes estimated as about twice of the direct impact. This above formula was not used in this study due to difficulty in obtaining the data on the variables in the formula. Nevertheless, based on the results from the survey, for Cargo aircraft operators in Lagos as well as going by the estimate of regional economic activities in the airport from various reports direct to indirect impact is 1:2.2.    For this particular study the ratio of 1:2.2 is used based on general historical cost estimation between direct and indirect impact. 
Therefore the indirect impact is 2,541,033 while the direct impact is 1,155,015.

4.2.3 Induced Impact

With specific reference to induced impact, the DOT (2005) report that examined Heber City Airport stated the indirect impact by this formula:

Induced impact =  ((Direct Impact + Indirect Impact) x multiplier)


The multiplier factor as discussed earlier from the same source is estimated at 0.6 and if used the induced impact is estimated as 2,217,628.8.dollars.
4.2.4 Total Economic Impact

The total annual economic impact is the summary of:



Total annual economic impact = Direct + indirect + and induced impact

Thus, direct impact (1,155,215), indirect impact (2,541,033) and induced impact (2,217,628.8) =  US $ 5,913,876.8
The import of this is that, the state Cargo airport is estimated to generate about 6 million Dollars worth of benefits.  In essence the marginal benefit in the first year would be US $ 5,913,876.8.  This is however about 6% expected real growth in the benefit.

4.3 Cost estimates of the  cargo airport


Cost can be viewed as the resources that will be consumed or used.  It includes all capital, labour and natural resources, necessary to facilitate the airport or development of the airport.  The cost may be borne by government, the general public and some other private organization.  Operational and maintenance costs are vital to the effectiveness of the cargo airport.  Operational cost refers to those costs associated with operating the airport on a daily basis.  These include salaries and wages, employee benefits, utilities, professional, services, insurance and supplies.  The maintenance costs on the other hand, are those costs associated with maintaining the airport over the course of a year.   It should be noted that, the operation and maintenance costs of the airport will not increase as a result of the increased traffic, however, the revenue, as a result of increased sales, will increase directly with the increase in aircraft operations.


Against the background of the foregoing, it has been very difficult to estimate the actual cost of the state Cargo airport.  This is particularly so as the opportunity cost and the social cost are difficult to estimate.  Indeed Omura, (2004) noted that decision making in project implementation does not take into account the interest of all people who are affected by the project, more importantly because of the monetary base analysis approach of the CBA; several issues are not taken into account particularly the environmental burden, moral issues and distributional equity as it affect the people particularly the poor.  Nevertheless, as part of input into the implementation of the cargo airport, efforts were made to consider purely quantifiable aspects of the cost impact and this include; operation and maintenance cost, capital improvement.  Again, the data used was based on the survey conducted in 2006 by the consultant that evaluated the feasibility of the cargo airport, among which is the present author.  This is however supplemented by data on operation cost of Cargo airports within Nigeria and neighbouring West African States.  Thus: 
Operations and maintenance cost (estimated) =  US$9,400
Capital improvement cost (discounted, if operational by 2008 estimated) = US$ 390,000
 The total cost, therefore, = US$ 399,400.
Therefore, the marginal benefit is greater than the cost i.e. $5,913,876.8 > $399,400.
From social perspective, the air cargo services are a factor that fosters business activities in the community and the country as a whole.  Apart from providing or having the opportunity to provide air access to many recreational users, it will also support local manufacturing industries for prompt replacement of parts used in production lines.  Likewise, high value goods can be shipped by air and warehousing costs and inventory can be reduced through the shipment of heavy goods.  The cargo airport also supports the activities of major businesses, banking and other corporations.  Nevertheless, the aviation aircraft can provides commercial activities such as flight training, pipeline and utility line patrols, access to drilling sites and mineral exploration.
4.4 Private sector participation
Private participation and involvement in airport development in Nigeria is entirely a new phenomenon.  In fact until the conceptualization of the cargo airport development by Ogun state government it was seen as a “no go area” for transport infrastructure development.  Though the merging trend that is partnering with private stakeholders has no clear direction, the level of private involvement in airport infrastructure development in terms of scope of the involvement and the degree of involvement is considerably low in the country in general.  The concept of private organisational involvement in this new airport project is in terms of both the scope and the degree.  The airport terminals are being financed by public funds, while storage sheds, hangers, maintenance and fuelling facilities are privately built and operated.  
Of the general approaches to private involvement which include perpetual franchise, mixed-ownership franchise, Build–Operate-Transfer and Lease – Develop – Operate (of an Existing Airport)(Starkie, 2001; Forsyth, 2003; Chaturvedi, 2004), the type of approach being adopted for the new Cargo airport is a mixture of mixed ownership built transfer franchise and Operate (BTO) models.  The earlier model places under the state authority ownership and control of airside facilities while the landside facilities are expected to be constructed, owned and operated by private stakeholders.  It is also expected that some of the airside facilities would also be developed by private developers and upon completion transfers the control to the sponsoring government but such private developers are expected to operate the facilities and recover their investment.  

The fundamental objective of the state government in the cargo airport project is to allow stakeholders particularly organized private sector to participate in well taught-out investment in developing the airport.  Of the US$ 2.1 billion project, the government is investing about US$100 million to jumpstart the project by providing the runways and the terminal buildings, while the private sector is providing other facilities. The cargo companies and air freight handlers with custom bounded warehouses that also have fleets of cargo aircraft that are used to airlift cargo worldwide including UPS, DHL, PANAPINA, IAS etc. have shown interest as major stakeholders to participate in the project.  Indeed, in funding the US$100 million needed by the government for the airway and terminal buildings, the government floated a bond.  In addition, the government is capitalizing on agricultural air cargo undertaken making use of the displaced farmers from Zimbabwe who are settling in Nigeria.
5. Conclusions 
This paper is an explorative one within the broad framework of private sector participation in cargo airport development, but nevertheless highlighted the benefits, particularly to the economy of the southwest region of the country. It also serves as a benchmark to comparing the outcome of the cargo airport project in the nearest future when it has taken off fully. The main contribution of the paper showed that the marginal benefits far outstrip marginal cost, thus making the project feasible. It is also private sector driven airport project, where the government has provided a conducive environment for private business operators in the aviation industry to operate and improve services to the sector.
It is worth noting that, for whatever kind of physical development most importantly infrastructural development, decisions are often influenced by the interplay of political forces.  Thus, the cost benefit analysis as applied is more important to policy makers in making or taking effective decisions and particularly, because they cannot afford inefficient management of public expenditures.  Meanwhile, Heinzerling and Akcerman (2002), exemplified the fact that, CBA should not be used to set the ends of policy, but it may be used to set the most cost-effective means of implementing the predetermined policy.  Thus, cost benefit analysis enables a more rational and objective way of making decisions, rather than politician or experts simply indicating what is good for people.


So far eleven private organisations, mostly in the financial sector and aviation industry in the country have indicated to participate in the physical development of the new airport and the commitments run into millions of dollars. The private involvement in airport infrastructure provision, operation, management and maintenance is an attempt to resolve inherent problems associated with public investment in infrastructural provision and address the public failure in the sustenance of highly capital intensive investments as the case in other parts of the country.  Before now, the role of the state has been the provision of airport services which in the Nigerian case as in many developing countries have led to wastage, inefficiency and ineffectiveness (Oyesiku and Oduwole, 2004). The trend is towards increasing private sector involvement which has started in developed countries since 1980s, but this project is perhaps the first in the country.

The private sector involvement in the aviation industry  is seen as the first of is kind in the country’s aviation history of over 60years.  The cost and the benefit analysis presented, though limited to measurable cost alone, have revealed tremendous benefits as over 5000 employment will be generated and millions of Dollars of net gain earned from other sectors of related activities.  The initiative of the state government for direct private sector involvement is supportive of its drive of minimizing public funds and investment in long gestation infrastructure projects thus removing infrastructural  bottlenecks and improvement in governance at the state and local levels.


With regards to the type of private sector involvement, the new cargo airport project has adopted the mixture of mixed-ownership franchise and Build – Operate - Transfer model because of the advantages for innovations and investment and flexibility of the private stakeholders in full participation of the airport activities. Though, the country is still battling with the process of changing the state role of monopoly regulation in the provision of basic services at the airport, efforts are being made to speed the process to build-up the confidence of the private stakeholders in their full participation and to reach the efficiency benefit of the private sector.

Going by increasing trend in the pattern of privatization and increasing public private partnership in transport infrastructural development and investment, the new cargo airport project would be self-financing with private involvement.  As Payson and Stickler (2002), remarked, private involvement in partnership with government is playing a major role in meeting the challenges currently facing the national air transportation system, and has the potential to increase investment in the airport system, accelerate facility development, and increase the efficiency of airport infrastructure.  Indeed, the potentials of private partnership and direct involvement in airport development generally have accelerated airport development process complementary infrastructure are already in place within and around the areas of the new airport, and would increase the revenue for both the state and local government. It is also anticipated that it would improve operational efficiency and increased overall economy activities at both the local and state government levels.
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