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INFRASCOPE

Economist Ltelligence Unit

Evaluating the environment for
public-private partnerships in
Latin America and the Caribbean
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Infrascope: PPP Readiness Index and Software Tool
developed and published by the Economist
Intelligence Unit in collaboration with FOMIN

Assesses a country’s readiness and capacity for public-
private partnerships in water, transportation and
electricity

Evaluates 19 countries in Latin America and the
Caribbean, according to their relative performance in
six key areas, using 19 indicators

Platform for policy dialogue with countries as well as
tool to measure impact performance of FOMIN
capacity building projects

Learning tool for governments and donors

INFRASCOPE

Key Characteristics

Sector specific — focuses on water,
transport and electricity projects

Contract specific — evaluates concession
contracts and does not consider
management and lease contracts or
divestitures

Country-level assessments — only
considers regional tendencies where
possible and relevant

Considers both qualitative and
quantitative factors

Dynamic rather than prescriptive model
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The Infrascope Development

Process

Nov. 2008: FOMIN commissions EIU to
develop study to evaluate environment
for PPPs in infrastructure and basic
services in LAC

Dec. 2008: FOMIN and EIU
organize workshop on
PPPs to finalize focus and
structure of study

June 2009: Infrascope pilot is
launched

Feb. 2010: FOMIN and EIU organize
peer review workshop to review
Infrascope methodology in advance of
release of second edition

Sept. 2010: FOMIN
organizes e-conference to
further review Infrascope

methodology as well as
country information

Nov. 2010: FOMIN and EIU
release second edition of
Infrascope

Currently, the third edition of the Infrascope is under development. Additionally, an
Infrascope pilot for Asia is in the advanced stages of development.

The Infrascope Development

Process

Data collection

Research and analysis

Construction, weighting,
scoring of Index

Activities

= Search relevant, publicly
available data sources

Sources
= World Economic Forum, PPIAF
PPI data base, World Bank,
Economist Intelligence Unit,
Transparency International,
Latinobarometro survey,
Multilateral Investment
Guarantee Agency data,
Fitch/S&P/Moody’s

= Interview country and
sector experts, distribute
survey

= Review laws and
regulations

=Compile secondary
reports and
assessments

= PPIAF sector reports,
IADB reports, Economist
Intelligence Unit
publications (Country
Commerce, Country
Finance, Risk Briefing)

= Qualitative analysis of laws,
regulations and institutions

= Data normalisation

= Compare index results
against survey responses,
interviews, World Economic
Forum Index

= Economist Intelligence
Unit analysts and model
builders
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INFRASCOPE THEMATIC

CATEGORIES

Legal and regulatory framework Institutional framework Operational maturity
. i lity of PPP Tath . Quality of institutional . Public capacity to plan and
Consistency and quality o regulations Sl il
=Effective PPP selecti isi ki o
sciive selection and declslon making . PPP contract, hold-up and = Methods and criteria for
expropriation risk awarding projects
=Fairness/openness of bids, contract changes
= Regulators’ risk allocation
=Dispute resolution mechanisms record

" _ — = Experience in transport and
Financial facilites water concessions

- Government payment risk

- Quality of transport and
. Capital market: private water concessions
infrastructure finance
Investment climate
» Marketable debt
. Political distortion i Government support for low- . Project experiences and
income users regulatory environment
o Business environment

. Economic and financial
‘. Political Will environment

Sub-national adjustment factor

Sub-national adjustment
A sub-national indicator was added to the 2010
addition and a “political will” indicator replaced
“social attitudes toward privatization”

Infrascope Index weig

Each category was scored 0-100 and is weighted to produce the overall index score:

25% 20% 15%
15% 15%

b-national ad nt factor
10%
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SIMULATION OF INFRASCOPE AS A LEARNING TOOL

Economist Intelligence Unit

2010 Infrascope index for Latin America and the Caribbean

THS benchmaning IRGex I 3 iearning 1001 Tuat evaluates Ine legal. reguiaton and cpenting environments 17 pUBHc-Drvate
partnershios (PPF3) in iransport, watersantation and elecinicly infrastruciure for 1§ Lasn American and Cariddean countries.
The 3733 3G SCOTES I e Model DrOVICE 3 COMDIMLIE J13815IMENOf NCVICL! CoUntres re3INess and faciity o PPP
project design and mpemenistion

Evaiatons were Corcucted and Gata was Colected on 3 nalional leve for il C 13m0 INGICSLTS, WIR T SXCEQUON Of e
Submatona’ acjustment factor, For the purpose of this Index, PPP refers specificaly %0 projects which Irvoive 3 ong-term
coniract between 3 pUDIC-38587 ECTy NG 3 PrIVEIE-2CICr enAty for TN JEHGR, CORSINCon (GF UPRASINg), Operaton ang
maintenarce of publc Intasincure; wi france usually provided by, and sigrificant corstrucson, operalion and mainienance
PSS fransferred to, e Drivate-26ctor, WHICh 330 bears either 3valadiity of demand ruk; but wih the pubilc sector remaining
rezporabie for palicy owersight ana reguistion; and ine inasinichure genersity reverting 1o public-zecior controi at the end of ine
contract ter

Ths model s construcied from 15 Incicators, 1§ of which are quaitalive 3nd most of which were scored from D4, where d=dest
ThE "BManing FEICHON MRS D332 ON QUERNIILLE VaTEIes. I sy - Legal ang
reguiatory tramework, insttutional ramework, Operations] maturlty, Irvestment cirate, Financal faciies and a Sut-natorsl
cluztment 1300 e CICUIIIED Irom the WEIgRIES MEn Of T UNJeryng INCIcane

Each naicator Is normalized fom 0-100 where 100=best From the urcerying quantitative Indlcator data, the 5COfe I3 Caituisted
using e foioming normalsation formuia:
X =[x+ Minx) { (Max {x) - Mn ()]

The weintng %Or £2Ch INGICAtor 30 OO CN BE SIUSMEd by SCHING e W EIJN” WOMShSEL; Diease rote Mat Ihe cuTent
category meights are e Ecorcrmst inteligence UNE seiected weights.

ot uned vy Pustzanion data: Cctaber 410

9
Cover(d /| Rankings 2010{5 / YoYScoreChange consistent(d J IndicatorRanking(d | CountryProfile | CountryCompare(d) | Scatter(s} | Weights

BENEFITS AS LEARNING A TOOL

=Reference tool for discussions on PPP
program or project

=Assess country performance,
progress and areas for improvement
based on comparisons with best
practices

=Frame year-to-year country changes
=Interactive - Enables changes to raw
data and weights based on view of
user

10

8/22/2011



8/22/2011

COUNTRY PROFILES

Economist Intelligence Unit m

2010 Infrascope index for Latin America and the Caribbean

- r ¢ In-depth analyses of country indicators
The oores 1 pe entef neivicual countres’resdiress and facity %or PPP
N I alor ¢ Pop out windows enhance usability
ergory WHCH PONE 3 Ong-lem
& L operaten and
= by, and ", operatior
fesporibie Y, 9% e e end of e
camtract e,
This moced s canstcied from 18 naicatars, 1§ where dadest
The emaning q Legaiane
ustery am L, ty, Pvestment cimate.
ne Pe undenying nCicats.
10detest DAY 803, B 0% 3 CITUMES

uskg e Higalng normalsation fomva:
¥ (k=MD (M (- AR 0

ycan e o4 Wegs
calegory atights are e Econcmit inligence Unk seiecied weighls.
Commemud by, e dala. Cuiibe 3510
WIN [ o
Nt e Bty ‘
11
Cover(d | Rankings 2010(5 | YoYScoreChange_consistent(d /| IndicatorRankin | CountryProfile ; CountryCompare (g | Scatterd | Weights J

COUNTRY PROFILE (PERU)

Country Profile Pop Out Window

: Indicator notes
-

In general, PPP projects are assgned after a bidding process has been undertaken to
consder  set of weighted economic factors. Publication and advertisement of
contracts and thelr mod fications s part of this bidding process. Faregn companies
= generally do not L Limis to contract have been

ed, Legisative Decree 1014 (May 16th 2008) fosters private investment in
public services, primarily water/sewage, electriclty, natural gas and
ot telecommunications, by reducing bureaucracy . Title I11 of the Law states that permits
for bulding, expanding or meintaining public services will be granted within 30 days.
This ciause s Inked to the Adminstrative Sllence Law (Law 29050, July 7th 2007) that
states that permits and other requirements for investment are autamatically granted If
the corresponding authorlty does AOT Ssue 3 response, pOStve Of negatve,  the
requests within the specified period (that &, if It adopts administrative sience). The
gavernment's poiicy of admnstrative sience, combined with extremely short decison-
making periods, reduces the effectiveness of the contributions made by bodies such
asthe Ministry of Finance and the Economy and other sectoral agencies, especially
since the supervisory authority does not have the pawer 1o offer an opinion when
changes in the contract are propased. Alo, the Organismo Supervisor de
Inversion en Infraestructura de Transporte de Uso Pabico (OSITRAN, the tansport
Infrastructure regulztor), piays no sgnificant role the design of quaity standards in
bidding praposa’s.
Recent bids for | significant leveis and
bidding pracesses were successful in awarding contracts. The Paita port concesson
was 250 finally completed after sgnificant cantroversy.




Peru Country Profile — Institutional Framework

Yo¥Y

Score {100 201012009 Rank /19
OVERALL SCORE 67.2 +10.2 3
Legal and regulatory framewark. 75.0 +34 2
T T
Operational maturity 536 34 4+
Investment climate 752 12 2
Financial facilities 611 +2.8 5
Subnational adjustment 50.0 =2

The Infrascope assessment for Peru’s PPP institutional framework improved 25 points YoY and
received a favorable score. What are important factors in this assessment? Positive factors? Areas
for improvement?

13

Peru - Institutional Framework

= May 2008: Passage of Regional and
Local Public Investment with Private
Participation Law (Dec. 2008:
regulations to implement law
approved)

= Law established uniform PPP
framework, reduced transaction
costs, better defined main
procedures for developing PPPs

= More recent regulatory changes
have further improved inter-
institutional coordination

= With changes, increased
concentration of power in
Prolnversion. Therefore, increased
importance of checks and balances.

Source: Infrascope 2010, Peru Country Profile

14
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Peru — Key Issues

How can Peru enhance the development and implementation of PPPs?

15

Peru — Key Issues

Increase government capacity to
plan and prepare projects

= Improve contractual arrangements
to limit renegotiations

= Enhance dispute resolution

Source: Infrascope 2010, Peru Country Profile

16
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Chile Country Profile — Legal and Regulatory Framework

Yo¥
Score 100 2010/2003  Rank ! 19

OVERALL - 1
CQQ and regulatory framework. 844 -21._3_______].
Institutional framework 750 +250 =1
Operational maturity 722 +20 2
Investment climate 85.4 05 1
Financial fFacilities 972 - 1
Subnational adjustment 50.0 =22

Chile’s PPP legal and regulatory framework received a favorable evaluation and improved 21.9 points
YoY. What are important factors in this assessment? Positive factors? Areas for improvement?

17

Chile - Legal and Regulatory
Framework

= Public Works Concessions Law
(April 2010)
= Private sector compensation
more objectively
determined
= Limits on unintended
transfer of commercial risks
to public sector and limits
on renegotiations
= Requires further bidding for
additional significant works
to enhance transparency
= Improved system for responding to
unsolicited bids

Source: Infrascope 2010, Chile Country Profile

18
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Chile Country Profile — Investment Climate

change?

Yo

Score 1100 2010/2009

OVERALL SCORE 733 18

Legal and regulatory framework. 844 +219

Institutional framework 750 +25.0

Operational maturity 722 +2.0

4agEstment olimate 854 05
Financial facilities 972
‘Subnational adjustment 500

Rank 1 13

The EIU evaluation of the Chilean investment climate declined slightly YoY. What explains this

19

Chile - Investment Climate

= largely temporary factors
= Global recession
= Earthquake

Source: Infrascope 2010, Chile Country Profile

20
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Chile Country Profile

How can Chile enhance the development and implementation of PPPs?

21

Chile - Key Considerations

= Increase government capacity
to manage concessions

= Allow for greater separation of
regulatory responsibilities

Source: Infrascope 2010, Chile Country Profile
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Mexico Country Profile — Institutional Framework

Yo¥

Score {100 201042003

OVERALL SCORE 58.1 82

Legal and requlatory f k 6.3

titutional framework 583 +25.0

Operational maturity 5% 0 8.1

Investment climate 56.1 57

Financial facilities 722 2.8
Subnational adjustment 50.0

Rank 1 19

4
4
4
3
€

=2
=2

The Mexican institutional framework for PPPs received a favorable evaluation and improved 25 points
YoY. What are important elements of this evaluation? Best practices? Areas for improvement?

23

Mexico - Institutional Framework

= Established capacity at national
level for project selection,
evaluation, supervision

= Efforts underway to improve
capacity at state level

= Lack of institutional coordination
at different levels of government

Source: Infrascope 2010, Mexico Country Profile

24
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Mexico Country Profile — Investment Climate

YooY

Score {100 2010/2003  Rank {19
OVERALL SCORE 58.1 82 4
Legal and regulatory framework 563 +6.3 4
Institutional framework. 58.3 +25.0 4
Operational maturity 540 +31 3
fuestment climate 56.1 57 3
Financial facilities J22 28 =2
Subnational adjustment 500 a2

The EIU evaluation of the Mexican investment climate declined YoY. What explains this change?

25

Mexico — Investment Climate

= Global recession - Negative effects
highlighted dependence on U.S.
economy, economic concentration
in certain industries

= Divided government - More
difficult to implement competition
reforms

Source: Infrascope 2010, Mexico Country Profile

26
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Mexico — Key Considerations

How can Mexico enhance the development and implementation of PPPs?

27

Mexico - Key Considerations

Uniform, comprehensive legal
framework for PPPs

= |Institutional presence,
coordination at national level to
establish comprehensive policies

and maintain oversight of PPP

system

Source: Infrascope 2010, Mexico Country Profile

28
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INFRASCOPE

Available through the FOMIN website
(http://wwws5.iadb.org/mif/) under
Programs and Projects > Access to
Basic Services > Engaging Private
Sector in the Delivery of Basic
Services

Economist Intelligence Unit

Evaluating the environment for
public-private partnerships in
Latin Ame! alll the Caribbean

s EOVIIN
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David Bloomgarden
Lead Private Sector Development Officer
DavidB@iadb.org
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