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About the oUrvey

The Infrastructure gap in Latin America is substantial
and many organizations have consistently
highlighted the need for the region to increase

its investments in key sectors, like sanitation,
communication, logistics, housing and energy. The
deficit is estimated at 2.5% of the region’s GDP (*).

Aware that these gaps have been reported for
years and that Latin American governments,
despite many intentions and promises, have
not significantly improved their efforts to

find a solution for the problem, we decided

to study the challenges that governments in
Latin America face in developing infrastructure
in order to better understand them. To that

end, KPMG infrastructure professionals have
conducted a detailed survey between March
and May 2020 of 81 senior public sector officials
involved in infrastructure policy, procurement or
development in the region.

These officials are located in 15 countries across
the region with Brazil (33,3%) and Colombia
(22,2%) being the moswt represented. Of
the total respondents, 59,2% work on the
federal / national level while the others have
a more regional or municipal focus. Most of
the respondents (63%) were at the level of
senior manager or above and are mostly from
the public sector (72,8%) with only a few
working with multilateral organizations, non-
departmental public agencies, and others,
including some quasi-NGOs.

(*) 2019, IADB, "Building Opportunities for Growth in a
challenging world”

Fernando Faria Magdalena Perutti David Villalba
Partner Latin America Director Uruguay Partner Colombia
Head of Infrastructure Head of Infrastructure Head of Infrastructure




As Latin America is still trying to respond
effectively to the COVID-19 pandemic,
government attention has been shifting to

on economic recovery and infrastructure.

This is because similarly to previous crises,
implementing a development agenda strongly
depends on infrastructure investments. Without
such investment recovering the millions of jobs
that have been lost in the region will be even
more difficult.

For the last ten years, governments have been
unable to increase investment in infrastructure to
bridge the USDS trillion gap by 2040 (*).

That is why we have conducted this study —
to seek the views and opinions from leading
Latin American public sector officials involved
in infrastructure: they will help us to get an
accurate picture of the situation, together with
its range of implications.

This is not the first time we are conducting

a study like this. Back in 2010,as the global
economy was recovering from the Global
Financial Crisis of 2008 (GFC), we commissioned
from the Economist Intelligence Unit (EIU) a
series of surveys around The Changing Face of
Infrastructure: Public Sector Perspectives. The
scope of the 2010 study was global, whereas the
current study is focused on the LATAM region, but
this report will draw some comparisons between
the two to offer some valuable insights.

Executive summary

One of the areas where the results of this

year’s study are similar to the findings from The
Changing Face of Infrastructure: Public Sector
Perspectives survey conducted a decade ago

is on what keeps public sector officials awake

at night. In this year’s study, the factors that
most concern the survey respondents as major
obstacles to infrastructure investments are the
economic conditions, the political environment
and availability of financing. In our 2010 study, the

‘EHEE

FOrewor

main areas of concern were similar and included
the availability of finance (a consequence of
the GFC), economic conditions, government
effectiveness and the political environment.

Based on this study, and with the support of
the survey respondents, we have identified
the following initiatives that will help increase
infrastructure investment in the region:

n Governments must do better in putting
forward robust infrastructure plans with
clear and transparent objectives and stable
policies;

a Create conditions for the stimulus money to
be effective, by fast tracking approvals and
by having well-structured projects ready to
receive such incentives;

Increase private investment in infrastructure
while addressing existing barriers between
public and private sectors;

De-politicize decision-making on infrastructure
projects where priorities are set according to
a robust and consistent system;

Assess and monitor the wider impacts
generated by infrastructure projects to
make sure that they benefit particularly the
most vulnerable;

Increase government effectiveness in
infrastructure by improving the budgeting
process and by gathering consensus on
priorities;

[

Use of technology in infrastructure planning,
delivery and management by improving
capacity building and the integration
between sectors and Ministries.

(*) (Global Infrastructure Hub, gihub.org, 2020).
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Governments must do better

One of the first conclusions of the survey is that
although there are areas that are less controllable
by governments — the most important being the
lack of sufficient financial resources to minimize
the effects of the crisis, there are other areas
where governments have control and should
allocate more effort to allow more infrastructure
investment without much expense.

When public officials were asked about the main
impediments for infrastructure investment in
their countries, the most highlighted reason was
the lack of financial resources with 60% of the
responses. This is indeed difficult to address in
the current pandemic scenario in Latin America
where, in recent months, most of the availab-

le funds are being allocated to implement the
emergency measures required to minimize the
effects of COVID-19, including organizing the
healthcare response and addressing the needs
of the most vulnerable.

However, other impediments should be under
the control of governments and therefore requi-
re immediate actions. Indeed, the second most
highlighted impediment is the lack of a long-term
infrastructure plan (44 %), followed by the politiza-
tion of infrastructure project priorities (31%), and
the lack of stability in public policies (23%).

Interestingly, these responses are in line with tho-
se that we obtained 10 years ago in the aftermath
of the global financial crisis.

Create conditions for the stimu-
lus money to be effective

In response to the COVID-19 pandemic,
governments across the globe, including in
Latin America, are putting forward stimulus
packages to restart their economies.

However, for this stimulus money to be
effective, governments have to complement
the allocation of funds with a number of
other initiatives.

When public sector officials were asked
about the major challenges to effectively
apply stimulus packages, they highlighted
the slow approval processes (47 %), and
the lack of project readiness to receive
the funds (33%) as the top challenges that
they are facing.

Thus, stimulus packages must be accompa-
nied by a fast track approval process, while

infrastructure units should structure projects
to accommodate the new funding available.
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Private sector has a key role to play
in the economic recovery but there
is work to be done on addressing
the barriers that affect private
sector effectiveness

An area where we see a difference in responses
from our 2010 study is around the private sector
role in improving the efficiency of infrastructure
delivery in the region.

A clear maijority of the respondents (92.5%)
say that private sector can help in improving
efficiency in infrastructure delivery. This
percentage is significantly higher than the 65%
reported in our study in 2010.

This is not surprising. Governments in Latin
America are constrained in allocating more
funds to infrastructure, particularly in the current
environment where the limited funds available
need to be allocated to the healthcare response
as a result of the pandemic. Additionally, the
infrastructure gap is so significant that there is
an overall sentiment in the region (different from

the one we saw back in 2010 after the GFC and
particularly in Europe) that the private sector
brings the efficiency that is often lacking in the
public sector.

Having said this, public sector officials also
mentioned a number of barriers to effectively
work with the private sector that need to be
addressed. They include rigid or inefficient
procurement legislation (33%), the cultural
differences between public and private sector
(30%), the lack of competitiveness and
quality on the private sector market (27 %),
inability to meet contractual obligations
during the implementation phase (26%) and
lack of trust (26%).

Governments need to work on these

barriers but also on making sure that private
investments are not just limited to projects
where funding comes directly from the user.
This requires a combination of initiatives that
include monetizing existing assets, allocate
stimulus money when the user is not able to
fund the infrastructure project and incorporate
wider impact assessment in business cases
and project selection.
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De-politicize decision-making on infrastructure projects

When public sector officials were asked about de-politicization. They include developing and

what would significantly improve infrastructure implementing cost-benefit analysis methodologies

delivery in their country, the most mentioned (factor mentioned by 50,6% of respondents),

initiative is the de-politicization of decision-making. increased transparency in project selection
(46,9%), establish and apply directives to prioritize

To achieve this, public sector officials highlighted infrastructure projects (44,4%) and improve ESG

a number of initiatives that would facilitate this assessments (40,7 %).

a06% 46 9% A4 0% 40/%

Develop and adopt Increase the Establish and enforce Improve ESG*
better cost-benefit transparency in guidelines for ratings
methodologies project selection setting infrastructure
priorities

* Environmental, social and governance
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Assess and monitor the wider impacts generated by

infrastructure projects

We welcome the inclusion of ESG
considerations in project selection as
suggested in the responses to our survey.
This topic was not raised in our 2010 study
but we see it as of utmost importance for
an emerging market such as Latin America
where infrastructure decisions must address
the needs of the most vulnerable.

Having said this, public sector officials recognize
that the area where their organization is less
effective is in evaluating if the project wider
benefits were effectively delivered. This needs to
be improved given the importance of infrastructure
to the economic recovery, post-covid.

Increase government effectiveness in infrastructure
by improving the budgeting process and by gathering

consensus on priorities

Respondents to the survey highlighted a number
of obstacles for public sector effectiveness in
managing infrastructure projects.

Similarly to our study in 2010, a major
concern is money: 56,7% point to the size
of budgets for projects as a leading obstacle
to the effectiveness of the public sector’s
management of infrastructure. The lack of

@

consensus on infrastructure priorities between
policy makers and stakeholders was mentioned by
49.3% of respondents.

When survey participants were asked what restricts their
organization in providing infrastructure more effectively,
the majority highlighted the lack of resources

(51,8%) followed by lack of political (32%) will and
lack of clarity on the internal processes (29,6 %).
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Use of technology in infrastructure
planning, delivery and
management by improving
capacity building and the
integration between sectors and
Ministries

When asked about the challenges emerging
from using more technology in infrastructure
planning, delivery and management, the
majority of responses highlighted the lack of
integration between Ministries and sectors and
the need for more capacity building. This is a
key issue as technology is driving much more
interdependency between sectors (e.g. bG

and healthcare, or electric vehicles and energy)
which in turn requires increased alignment and
coordination between government departments
and agencies.

Governments in Latin America should follow
what their counterparts in Asia are doing
(tech hubs in Malaysia and the Smart Cities
of Indonesia) in terms of developing entirely
new approaches to solving their infrastructure
challenges — as we pointed out in our Emerging
Trends in Infrastructure 2020 report last year.
The emerging markets have an opportunity,
being free from legacy infrastructure, models
and regulation, and should be driving the
Infratech agenda.




In the current environment, all efforts are
concentrated on the economic recovery post-
COVID crisis and infrastructure has a significant
role to play. But previous experiences have
shown that a flood of stimulus money alone will
not solve the problem.

Increased transparency (for example, by setting
ESG criteria that are then regularly monitored),
industry de-politicization, greater public-private
cooperation, better use of technology all will
contribute to improved results in Latin America.

> (0/1C/USI0N

Latin America needs this. Most suggestions
can be implemented if there is the political
will to do so. The focus then is on getting
the funding for the less viable projects
(infrastructure projects with a social
component whose feasibility does not
depend on charging fees from users). That is
where the stimulus money but also any asset
monetization need to go. Infrastructure has a
fundamental role to play in making sure that
the most vulnerable are at the heart of the
government policies and decisions.
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Q1. Which of the following are the greatest public sector
impediments to more infrastructure investment in the country
where you are based? (Select up to three)

secoreros [ N
Politicization of infrastructure
project priorities 25
Lack of sense of urgency I 2
Corruption or misuse of funds - 18
earmarked for infrastructure
Lack of public policy stability _ 19
Lack of skills/knowledge/training 2
of officials in this area ]
Lack of appropriate policies . 5

Lack of a long term infrastructure plan _ 86

Inadequate understanding of the
severity of the issue 4

Lack of an effective
procurement process 10
Lack of an appropriate
legal/regulatory framework 10
Lack of legal/regulatory 7
framework stability

Poor creditworthiness of 8
public authorities

Excessive controls by controlling
bodies / audit courts. 9
ove

Don't know O

None of the above — there
are no impediments O

a@%
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Q2.Thinking specifically about the country within which you are
located, what are the greatest barriers to working effectively with the
private sector in infrastructure (e.g., designing, building, financing and
operating)? (Select up to three)

Differences in culture between 24
public and private sectors
Public sector obligation to be transparent I ]
Lack of a sufficiently deep, skilled, 22
competitive private sector market
Inability to sustain commitments made 12
(development stage or contract stage)
Inability to meet contractual commitments 21
(during implementation stage)
Unequal balance of power - 9
Confrontational relationships - 6
Absence of an equitable mechanism 15
for dispute resolution
Public opinion against private sector
participation in the provision of public assets

Don't know U

None of the above — there are no barriers - 4
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Q3. Thinking specifically about the country within which you are located, do
you think that governmental effectiveness is an impediment to the effective
delivery of required infrastructure (evaluate from 1 to 5 where 1 is a major
impediment and 5 it is not an impediment)?

Q4.Thinking specifically about the country within which you are located,
what do you see as the greatest challenge in spending the available stimulus
money effectively? (Select up to three)

Excessive regulatory restrictions _ 18
Appropriate controls and monitoring _ 18
Accountability for expenditure _ 9
Transparency on expenditure _ H
Need to allocate funds to _ 16
‘shovel ready’ projects
Earmarking of funds for specific projects _ 12
Lack of ESG standards that would -
allow access to such funds 4
ovee [ 5
Don’t know - 5
Not applicable — no stimulus money - 6

Not applicable — no challenges I 1

ﬁ@%
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Q5. Which of the following factors would likely produce the greatest
improvement in infrastructure development in the jurisdiction for which you
work? (Select up to three)

policy process
Greater use of public-private partnerships _ 29
More transparency in project selection _ 2]
Establishing centres of excellence _ ]9
More transparency in spending - 5
Better clarification of the different government _ 2
agencies role in infrastructure delivery
Shifting controls and responsibilities from the - 9
public servant to the agency she/he represents
Measuring the wider impacts _ 18
(ESQG) projects generate
Greater centralization of - ]
infrastructure procurement
Better compensation - 7
Secondments between the public 4
and private sectors
Increased ownership of infrastructure
by infrastructure funds 5
Other l 2

Don’t know U

Not applicable — no need for O
improvement

Not applicable — jurisdiction too O
small for these solutions
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Q6. Thinking specifically about the jurisdiction for which you work, how
concerned are you that the following factors will inhibit your organization’s
ability to provide the relevant infrastructure that would support the long-
term growth of the economy in that jurisdiction? (1 = very concerned and 5
= not at all concerned)

I
e
I 13
T I
. K
20
§
I, 2
I
I
2 I
P 7
17
1
I
I
.
3 I s
e
22
20
I
I
4 _- B . Availability of financing
P 20 B cconomic conditions
17 _
0 . Governmental effectiveness
. Political environment
I I Availability of relevant skills/
B/ people
| _ .
5 -3 Fund'lng (aya||abll|ty to pay)
considerations
K
b Availability of resources/raw
18 materials

=
i
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Q7.Thinking about the jurisdiction for which you work, what are
the most effective ways to de-politicize infrastructure project
prioritization? (Select up to three)

Increase transparency in infrastructure 38
project selection
Improve the public private partnership 24
procurement process
Develop and adopt better cost-benefit 41
methodologies to quantify project outcomes
Establish and enforce guidelines for setting 36
infrastructure priorities
Increase stakeholder involvement - 12
Improve identification of financial/social/ 33
environmental/governance costs and benefits
Improve allocation of financial/social/ 18
environmental/governance costs and benefits
Other I 1

| disagree — the process does not U
need to be de-politicized

Don't know I ]
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Q8 Thinking about the jurisdiction for which you work, what are the greatest
obstacles to the effectiveness of public sector management involved with
infrastructure? (Select up to three)

Consensus regarding infrastructure priorities 40
amongst policy makers and stakeholders
Accountability - ]7
Performance management - ]7
Performance incentives and compensation - 16
Internal skills base _ 19
Budget for personnel . 6
Transparency resources (eg, open 10
procurement processes)
Infrastructure career opportunities (eg, 20
specialization, development, training)
External skills base I 8

Other . 4

None of the above - there are no obstacles U

Don't know I ]




Anendx )

Q9. In your view, how effective are the following processes
in your organization regarding infrastructure? (1 = not at all
effective and 5 = very effective)

Project definition

Measuring the wider project
benefits (economic, social,
environmental)

Assessment of needs

Funding approval

Contract management during
implementation

M contract management during
operations

Procurement
Project budgeting

Asset management during
operations

Infrastructure policy definition

Sustaining and demonstrating
commitment to project
implementation

Funds management

Evaluating whether the wider
project benefits were delivered

ﬂ%ﬁ



Q10.Thinking specifically about your organization, what is
preventing it from delivering infrastructure more effectively?
Lack of: (Select up to three)

oo [
Sense of urgency - 13
Co-operation with 22
the private sector
Clarity in internal
d
Authority - 8
Experience and 17
expertise of my staff
Public support - h
LLabour management
issues H
oo [

Nothing is preventing the 4
delivery of infrastructure

Q11. Thinking specifically about 9759
your organization, do you think the 3./5% 0
private sector can help it to deliver
infrastructure more effectively? (yes,
no, don’t know)

- Yes
B o

Don’t know

a@%
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Q12.Thinking specifically about your organization, what would
need to change in order for it to work more closely with the private
sector? (Select up to three)

Internal attitudes, including clarification 22
of each agency role
Increased use of performance 20
based measures
Public opinion - 7
Shifting controls and responsibilities
from the public servant to the _ ]6
agency she/he represents
More resources to facilitate 4
transparency

Other I 1

Not interested in working with
the private sector U

Don't know I 1
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Q13. What are the biggest challenges for your country to start to incorporate
technology in infrastructure planning, delivery and management?

Lack of capacity within 42

public sector
Lack of integration across 44
sectors / ministries
Poor or no specific regulation _ 25
Insufficient investment
in the energy and telecom industries - ]4

to cope with these technologies

It is not relevant for my country . 5
Don’t know I 7

Q14. How effective is your country in managing its infrastructure
assets (1 = not at all effective and 5 = very effective)

il F

2 | N

:| I
+ | I 16

5 1
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Q15. In Which Country in LatAm Are You Personally
Based or you are focusing your work?

Argentina - 5
BoIiviaI 1
oo I ~
Chile - 6
coons N
Costa Rica l 2

El Salvador I 1

Ecuadorl 1
Hondurasl 1

I\/Iexicol 1
Nicaragual 1

Panama - H
Paraguayl 1

Peru - il

Uruguay - 7
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Q16. At which level of government does your organization operate?

City / local - 4
State / regional _ 19
rederal nacion | /0

Q17. Which of the following best describes your title?

Senior Manager or Equivalent _ 15
Project Officer equivalent - 6

Finance director or equivalent - 6

I

o

Q18. Which of the following best describes your organization?

Multiregional and/or
multilateral agency 7
Quango (quasi-autonomous
non-governmental organization) 2

NDPB (non-departmental
public body) 4

Other - 9

Don't know U

Head of agency / ministry
or equivalent

ﬁ@%
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