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SUMMARY

This report deals with the economic evaluation of variable speed limits on
the Kotka-Pyhtaa (Main Road 7 / E 18) weather-controlled road. In addition
to the problems existing in the traditional cost-benefit analysis used, alterna-
tive methods of assessment were also discussed.

The first part of the report analyses the systems monetary profitability. The
methodology used was based on previous studies where the weather-
controlled motorway, Kotka - Hamina, was used to study the profitability of
variable speed limits.

As a result of this analysis, it can be concluded that the economic profitability
is not very high . The calculated savings are reduced a lot by increases in
travel time. The greatest benefit of the system is its calculated savings due
to a lowed accident ratio.

In the second part of this report a sensitivity analysis was carried out to
study the profitability of wireless communication as an alternative way for
data transfer. These modifications to cost-benefit analysis concerning the
changes in variables (monetary values) or alternative technical solutions
(communication) will give an idea of how calculated profits would change.
The changes in variables should be significant (through not realistic) in order
to get profitability at a higher level. On the other hand, increases in traffic
volumes and reduced travel speeds can lower accident risk which will in-
crease savings.

The end of this report dealt slightly with risk-adjusted discounting, an ap-
proach adopted from the Capital Asset Pricing Model (CAPM). This ap-
proach did not notably alter the investment calculations, but it did raise the
cost-benefit ratio. In addition, a multi-criteria analyses was briefly mentioned
as a means of a project evaluation method from a non-monetary point of
view as well.

This study was partially funded from European Union’s TEN-T (Trans-
European Networks — Transport) budget.



