Latin American
Development Forum Series

This series was created in 2003 to promote debate, disseminate information
and analysis, and convey the excitement and complexity of the most topical
issues in economic and social development in Latin America and the Carib-
bean. It is sponsored by the Inter-American Development Bank, the United
Nations Economic Commission for Latin America and the Caribbean, and
the World Bank. The manuscripts chosen for publication represent the high-
est quality in each institution’s research and activity output and have been
selected for their relevance to the academic community, policy makers,
researchers, and interested readers.

Advisory Committee Members

Alicia Barcena Ibarra, Executive Secretary, Economic Commission for
Latin America and the Caribbean, United Nations

Inés Bustillo, Director, Washington Office, Economic Commission for
Latin America and the Caribbean, United Nations

José Luis Guasch, Senior Advisor, Latin America and the Caribbean Region,
World Bank; and Professor of Economics, University of California,
San Diego

Santiago Levy, General Manager and Chief Economist, Research Depart-
ment, Inter-American Development Bank

Eduardo Lora, Principal Advisor, Research Department, Inter-American
Development Bank

Luis Servén, Research Manager, Development Economics Vice Presidency,
World Bank

Augusto de la Torre, Chief Economist, Latin America and the Caribbean
Region, World Bank






Other Titles in the Latin
American Development
Forum Series

New and Forthcoming Titles

China’s and India’s Challenge to Latin America: Opportunity or
Threat? (2008) by Daniel Lederman, Marcelo Olarreaga, and Guillermo
E. Perry, editors

Does the Investment Climate Matter? Microeconomic Foundations of
Growth in Latin America (2008) by Pablo Fajnzylber, José Luis Guasch,
and J. Humberto Lopez, editors

Job Creation in Latin America and the Caribbean: Trends and Policy
Challenges (2009) by Carmen Pagés, Gaélle Pierre, and Stefano Scarpetta

Innovative Experiences in Access to Finance: Market-Friendly Roles for
the Visible Hand? (2009) by Augusto de la Torre, Juan Carlos Gozzi, and
Sergio L. Schmukler

Published Titles
Remittances and Development: Lessons from Latin America (2008) by
Pablo Fajnzylber and J. Humberto Lopez, editors

Fiscal Policy, Stabilization, and Growth: Prudence or Abstinence? (2007)
by Guillermo Perry, Luis Servén, and Rodrigo Suescun, editors

Raising Student Learning in Latin America: Challenges for the 21st Century
(2007) by Emiliana Vegas and Jenny Petrow

Investor Protection and Corporate Governance: Firm-level Evidence

Across Latin America (2007) by Alberto Chong and Florencio Léopez-
de-Silanes, editors

vii



viii OTHER TITLES IN THE SERIES

The State of State Reform in Latin America (2006) by Eduardo
Lora, editor

Emerging Capital Markets and Globalization: The Latin American Expe-
rience (2006) by Augusto de la Torre and Sergio L. Schmukler

Beyond Survival: Protecting Households from Health Shocks in Latin
America (2006) by Cristian C. Baeza and Truman G. Packard

Natural Resources: Neither Curse nor Destiny (2006) by Daniel Lederman
and William F. Maloney, editors

Beyond Reforms: Structural Dynamics and Macroeconomic Vulnerability
(2005) by José Antonio Ocampo, editor

Privatization in Latin America: Myths and Reality (2005) by Alberto
Chong and Florencio Lopez-de-Silanes, editors

Keeping the Promise of Social Security in Latin America (2004) by Indermit
S. Gill, Truman G. Packard, and Juan Yermo

Lessons from NAFTA: For Latin America and the Caribbean (2004) by
Daniel Lederman, William F. Maloney, and Luis Servén

The Limits of Stabilization: Infrastructure, Public Deficits, and Growth in
Latin America (2003) by William Easterly and Luis Servén, editors

Globalization and Development: A Latin American and Caribbean Per-
spective (2003) by José Antonio Ocampo and Juan Martin, editors

Is Geography Destiny? Lessons from Latin America (2003) by John Luke
Gallup, Alejandro Gaviria, and Eduardo Lora



About the Authors

Luis Alberto Andrés is an infrastructure economist in the Sustainable Devel-
opment Department for the Latin America and the Caribbean Region of
the World Bank. His work at the World Bank involves analytical and advi-
sory services, and economic input, with a focus on infrastructure, mainly in
water and energy sectors, impact evaluations, and empirical microeconom-
ics. He worked with numerous Latin American governments on issues on
infrastructure and impact evaluation. Before joining the World Bank, he
was the chief of advisors for the secretary of fiscal and social equity, and
for the government of Argentina and held other top positions in the chief
of cabinet of ministries and the Ministry of Economy. He holds a doctorate
in economics from the University of Chicago.

José Luis Guasch, a Spanish national, is currently senior regional advisor in
the Latin America and Caribbean Region of the World Bank in Washington,
D.C., responsible for the areas of competitiveness, regulation, infrastructure,
innovation, and technological development; he is also Head of the World
Bank Infrastructure Regulation Thematic Group. He has been a professor
of economics at the University of California, San Diego, since 1980. He
holds a doctorate in economics from Stanford University, California, and
an engineering degree from the Polytechnic University of Barcelona in
Spain. He has written extensively in leading economic journals. Among
his most recent books are: Managing the Regulatory Process: Design,
Concepts, Issues and the Latin America and Caribbean Story; The Chal-
lenge of Designing and Implementing Effective Regulation: A Normative
Approach and an Empirical Evaluation; Labor Markets: The Unfinished
Reform in Latin America and Caribbean; Closing the Gap in Education
and Technology in Latin America; Granting and Renegotiating Conces-
sions: Doing it Right; and Quality and Standards Matter for Trade and
Competitiveness Initiatives.

Thomas Haven is a private sector development specialist focused on the
Latin America and the Caribbean Region of the World Bank. His work at
the Bank involves lending operations related to competitiveness, innova-
tion, and energy. His analytical work has dealt primarily with infrastructure



X ABOUT THE AUTHORS

privatization, investment climate assessments, and energy sector strategies.
Before joining the World Bank, he was a business-strategy consultant in the
private sector. He holds a master’s degree in international development from
Harvard University and a degree in economics from Dartmouth College.

Vivien Foster is lead economist in the Office of the Director for Sustain-
able Development in the Africa Region of the World Bank. She is respon-
sible for coordinating a major knowledge program known as the Africa
Infrastructure Country Diagnostic. Her work at the World Bank involves
analytical and advisory services, and economic input into the design and
supervision of projects, with a focus on the impacts of infrastructure
reform and privatization on the poor. Before joining the World Bank,
she was a managing consultant of Oxford Economic Research Associates
Ltd. in the United Kingdom, where she advised private and public sector
clients in the water and energy industries, and worked with numerous
Latin American governments on issues relating to water sector reform.
She holds a doctorate in economics from University College London.



Contents

Preface xxiii
Acknowledgments XXV
Abbreviations xxvii
1 INTRODUCTION 1
2 SETTING THE STAGE 7
Why Infrastructure Matters 7
Trends in Infrastructure Financing 10
Distribution 17
Sectoral Distribution 17
Geographic Distribution 19

Modal Distribution 21
Investor Type: Geographic Location 26
Limitations 28
Achievements and Moving Forward 35

3 LEARNING FROM EXISTING LITERATURE 43
Employment and Wages 44
Prices of Services 45
Quality of Services 45
Access to Services and Coverage 46
Asset Ownership 46
Impact on Investors 47
Fiscal Flows 48
Productivity and Financial Solvency 49

Distributional Impact and Consumer Welfare 50

xi



xii CONTENTS

4  FiLLING GAPS wITH NEW DATA SETS AND

METHODOLOGIES 57
Data Sets 58
Performance Indicators Data Set 58
Contract and Regulatory Characteristics Data Set 60
LAC Electricity Benchmarking Database 60
New Methodology: Separating Transition
versus Long-Run Effects 67
New Methodology: Distinguishing Levels from Trends 68
Means and Medians Analysis 70
Econometric Analysis 71
Adding Contract and Regulatory Characteristics 73
Endogeneity and Selection Bias 74
S THE ImpACT ON ELECTRICITY DISTRIBUTION 79
Introduction 79
The Privatization Process 79
Data 90
Impact on Output and Coverage 90
Electricity Distribution: Output and Coverage Summary 90
Energy Sold 90
Number of Connections 93
Coverage 95
Impact on Employment 98
Electricity Distribution: Employment Summary 98
Impact on Labor Productivity and Efficiency 101
Electricity Distribution: Labor Productivity
and Efficiency Summary 101
Labor Productivity 101
Distributional Losses 102
Impact on Prices 106
Electricity Distribution: Price Summary 106
Impact on Quality 109
Electricity Distribution: Quality Summary 109
Conclusion 114
6 THE IMprACT ON FIXED-LINE TELECOMMUNICATIONS 117
Introduction 117
The Privatization Process 118

Data 120



CONTENTS

Impact on Output and Coverage
Telecommunications: Output and Coverage Summary
Number of Connections
Number of Minutes
Coverage

Impact on Employment
Telecommunications: Employment Summary

Impact on Labor Productivity and Efficiency
Telecommunications: Labor Productivity and Efficiency

Summary
Labor Productivity
Incomplete Calls

Impact on Prices
Telecommunications: Price Summary

Impact on Quality
Telecommunications: Quality Summary

Liberalization and Competition
Telecommunications: Liberalization and Competition

Summary
Liberalization
Competition from Mobile Service Providers
Conclusion

7 THE IMPACT ON WATER AND SEWERAGE

Introduction
The Privatization Process
Data
Impact on Output and Coverage
Water and Sewerage: Output and Coverage
Summary
Number of Connections
Water Production
Coverage
Impact on Employment
Water and Sewerage: Employment Summary
Impact on Labor Productivity and Efficiency
Water and Sewerage: Labor Productivity and Efficiency
Summary
Labor Productivity
Distributional Losses
Impact on Prices
Water and Sewerage: Price Summary

xiif

122
122
122
124
126
129
129
131

131
132
136
138
138
141
141
144

144
148
149

151

153

153
153
155
157

157
159
159
161
165
165
166

166
166
171
173
173



xiv

10

CONTENTS

Impact on Quality 176
Water and Sewerage: Quality Summary 176
Service Continuity 178
Potability 178

Conclusion 180

AN ASSESSMENT OF THE ELECTRICITY DISTRIBUTION

PERFORMANCE OF PRIVATE AND PuBLIiC UTILITIES 185
Introduction 185
Main Findings 186
Coverage 187
Output 187
Labor Productivity 187
Operating Performance 190
Tariffs 190
Quality of Service 195
Top 10 Percent and Bottom 10 Percent Performers 199
Output 199
Labor Productivity 199
Operating Performance 203
Quality of Service 203
Conclusion 203

DETERMINANTS OF IMPACT: REGULATORY AND

CONTRACT VARIABLES 207
Introduction 207
Sale Method 209
Autonomy of Regulatory Body 211
Duration of Regulatory Body Appointments 212
Investor Nationality 214
Award Criteria 215
Tariff Regulation 218
Conclusion 219
CONCLUSION 223
Key Methodological Contributions 223
Main Findings 224

Moving Forward 228



CONTENTS xXv

Critical Elements to Be Introduced in Moving Forward
to Secure Success and Maximum Benefit of Private

Participation Programs 233
Improved Institutionality 233
Improved Contract and Concession Design 233
Regulatory Framework 235
Regulatory Instruments 235
Conflict Resolution Mechanism 236
Addressing Social Issues 236
Transparency and Communications 236
Evaluation and Monitoring 236

APPENDIXES

1 EXISTING LITERATURE 239

2 DETAILS OF ECONOMETRIC APPROACH 253
Adding Contract and Regulatory Characteristics 255
Estimation 256
Endogeneity 257

3 DEeTAILED RESULTS OF EMPIRICAL ANALYSIS 259

4  SUMMARY OF POWER MARKET REFORMS IN LATIN

AMERICA AND THE CARIBBEAN 303

S UrtiLity COMPANIES 315
Bibliography 321
Index 329
BoxEs
2.1 Hidden Failures and Perception Management:

Explanations for Social Discontent

about Privatization 36
2.2 Public Perceptions of Infrastructure Privatization

in Peru 38
51 A Failed Electricity Privatization in Peru 89
FIGURES
2.1 Growth Improvement if Infrastructure Stocks and

Quality Improved to Costa Rican Levels 8
2.2 Logistics Costs as a Percentage of Product Value, 2004 9

2.3 The Rise and Fall of Private Finance for Infrastructure 11



xvi
2.4
2.5a
2.5b

2.5¢
2.6a
2.6b
2.6¢
2.7

2.8

2.9

2.10
2.11
2.12
2.13
2.14

2.15
2.16

2.17
2.2.1
3.1

3.2
3.3

3.4

3.5
3.6

4.1

4.2
4.3
5.1

CONTENTS

Investment in Infrastructure Projects with Private
Participation by Region, 1990-2004

Evolution of Private Participation in Electricity
Distribution

Evolution of Private Participation in Fixed
Telecommunications

Evolution of Private Participation in Water Distribution

Public Infrastructure Investment

Private Infrastructure Investment

Total Infrastructure Investment

Investment in LAC by Sector, 1990-2001

Sectoral Concentration of Private Participation

PPI in LAC by Country, 1990-2004

Types of Private Participation in Infrastructure
Modal Breakdown by Sector in Latin America,

by Number of Projects, 1990-2004

Modal Breakdown of Private Participation

Modal Trends for Private Participation, 1990-2004
Cumulative Private Investment in LAC by Investor
Type and Sector, 1998-2004

Private Investment in LAC by Investor Type
Population Expressing Dissatisfaction with
Privatization in Latin America

Survey Probing Public Opinion

Negative Results of Privatization in Peru

Internal Rate of Return and Weighted Average

Cost of Capital

Fiscal Capture of Benefits

Increase in Household Earnings from Access to
Infrastructure Public Services

Increase in Household Earnings from Access to
Markets through Rehabilitated Rural Roads

Joint Welfare Effect of Price and Access Changes on
Consumers Expressed as a Percentage of per Capita
Total Household Expenditure

Joint Welfare Effect of Price and Access Changes on
Consumers Expressed as a Percentage of per Capita
Total Household Expenditure

Transitional Effects on Employment:

Electricity Distribution

Transition versus Nontransition Period Comparison
Steady Trend

Electricity Distribution, MWh

12

13

14
14
15
15
16
16
17
20
22

24
26
27

28
29

33
34
39

48
49

51

51

52

53

68
69
70
92



CONTENTS

5.2

5.3
54

5.5
5.6

5.7
5.8

5.9
5.10

5.11
5.12

5.13
5.14

5.15
5.16

6.1
6.2

6.3
6.4

6.5
6.6

6.7
6.8

6.9

6.10
6.11
6.12

6.13

Before and After Comparison of Electricity
Distribution Levels, GWh

Electricity Distribution: Connections
Before and After Comparison of Electricity
Distribution Levels: Connections
Electricity Distribution: Coverage

Before and After Comparison of Electricity
Distribution: Coverage Levels

Electricity Distribution: Employment
Before and After Comparison of Electricity
Distribution: Employment Levels
Electricity Distribution: Labor Productivity
Before and After Comparison of Electricity
Distribution: Labor Productivity Levels
Electricity Distribution: Distributional Losses
Before and After Comparison of Electricity
Distribution: Distributional Losses
Electricity Distribution: Average Prices
Before and After Comparison of Electricity
Distribution: Prices

Electricity Distribution: Quality

Before and After Comparison of Electricity
Distribution: Quality

Telecommunications: Number of Connections

Before and After Comparison of Telecommunications:

Number of Connections
Telecommunications: Number of Minutes

Before and After Comparison of Telecommunications:

Number of Minutes
Telecommunications: Coverage

Before and After Comparison of Telecommunications:

Coverage Levels
Telecommunications: Employment

Before and After Comparison of Telecommunications:

Employment Levels
Telecommunications: Connections per Employee
Telecommunications: Minutes per Employee

Before and After Comparison of Telecommunications:

Labor Productivity Levels
Telecommunications: Percentage of
Incomplete Calls

Before and After Comparison of Telecommunications:

Efficiency Levels

xXvii

93

94

95
96

97
99

100
103

104
105

106
108

109
111

112
123

124
125

126
127

128
130

131
133
134
136
137

138



xXviil

6.14
6.15

6.16

6.17

6.18
6.19

6.20
6.21

7.1
7.2

7.3
7.4

7.5
7.6

7.7
7.8

7.9
7.10

7.11
7.12

7.13
7.14

7.15
7.16
7.17

7.18
7.19

8.1
8.2

CONTENTS

Telecommunications: Three-Minute Call Prices

Before and After Comparison of Telecommunications:

Three-Minute Call Prices
Telecommunications: Residential Monthly Service
Charges

Before and After Comparison of Telecommunications:

Residential Monthly Service Charges
Telecommunications: Installation Charges

Before and After Comparison of Telecommunications:

Installation Charges
Telecommunications: Quality

Before and After Comparison of Telecommunications:

Quality Levels

Water and Sewerage: Number of Connections
Before and After Comparison of Water and
Sewerage: Number of Connections

Water and Sewerage: Water Production

Before and After Comparison of Water and Sewerage:

Cubic Meters per Year
Water and Sewerage: Coverage

Before and After Comparison of Water and Sewerage:

Coverage Levels
Water and Sewerage: Employment

Before and After Comparison of Water and Sewerage:

Employment Levels
Water and Sewerage: Connections per Employee

Before and After Comparison of Water and Sewerage:

Connections per Employee
Water and Sewerage: Distributional Losses

Before and After Comparison of Water and Sewerage:

Distributional Losses
Water and Sewerage: Water Prices

Before and After Comparison of Water and Sewerage:

Water Prices
Water and Sewerage: Sewerage Prices
Water and Sewerage: Service Continuity

Before and After Comparison of Water and Sewerage:

Service Continuity
Water and Sewerage: Potability

Before and After Comparison of Water and Sewerage:

Potability
Electricity Coverage
Energy Sold per Connection per Year

140

141

142

144
145

146
147

148
160

161
162

163
164

167
168

169
170

171
172

173
175

176
177
179

180
181

182
188
189



CONTENTS Xix

8.3 Residential Connections per Employee 191
8.4 Energy Sold per Employee 192
8.5 Distributional Losses 193
8.6 Average Residential Tariffs 194
8.7 Average Industrial Tariffs 196
8.8 Average Frequency of Interruptions per Connection 197
8.9 Average Duration of Interruptions per Connection 198
8.10  Energy Sold per Connection per Year, Public versus

Private 200
8.11 Residential Connections per Employee, Public versus

Private 201
8.12  Energy Sold per Employee, Public versus Private 202
8.13 Distributional Losses, Public versus Private 204
8.14 Average Frequency of Interruptions per Connection,

Public versus Private 205
TABLES
1.1 Private Sector Participation in Electricity,

Telecommunications, and Water N
2.1 Concentration of Investment with Private Participation

by Country, 1990-2004 21
2.2 Jurisdictions and Responsibilities under Different

Types of Private Participation 23
2.3 Canceled or Distressed Investments in Private

Infrastructure Projects in Latin America 31
2.4 Renegotiation Incidence and Average Time until

Renegotiation, 1988-2001 31
2.5 Common Outcomes of the Renegotiation Process 32
2.6 Illustration of Fiscal Cost of Guarantees

from Colombia 33
2.7 Civil Disturbances 35
3.1 Summary of Theoretical and Actual Impacts of Private

Participation 53
4.1 Variable Definitions 61
4.2 Summary Statistics 63
4.3 Contract and Regulatory Variables 65
4.4 Example of Means and Medians Analysis in Levels

Output—Electricity Distribution 72
4.5 Example of Econometric Analysis—Electricity

Distribution 74
51 Power Sector Reform in Latin America

and the Caribbean 81



xx
5.2

5.3
54

5.5
5.6
5.7
5.8

5.9
5.10
5.11
6.1

6.2

6.3
6.4
6.5
6.6

6.7
6.8
6.9
7.1
7.2

7.3
7.4
7.5
7.6
7.7

7.8
7.9
7.10
9.1
9.2
9.3
9.4

CONTENTS

LAC Wholesale Electricity Markets: Extent of

Unbundling and Retail Competition 82
Electricity Market in LAC 84
Chronology of the Privatizations of Electricity

Distribution in LAC by Country 86
Description of Electricity Distribution Variables 91
Electricity Distribution: Output and Coverage Results 98
Electricity Distribution: Employment Results 101
Electricity Distribution: Labor Productivity and

Efficiency Results 107
Electricity Distribution: Price Results 110
Electricity Distribution: Quality Results 113
Electricity Distribution Impact Summary 113
Privatization Chronology of Fixed

Telecommunications in LAC 118

Privatization Chronology of Fixed
Telecommunications in LAC: Liberalization and

Competition 119
Description of Telecommunications Variables 121
Telecommunications: Output and Coverage Results 129
Telecommunications: Employment Results 132
Telecommunications: Labor Productivity and

Efficiency Results 135
Telecommunications: Price Results 143
Telecommunications: Quality Results 146
Fixed Telecommunications Impact Summary 150
Overview of Water Sector Reform 155
Privatization Chronology of Water and Sewerage

in LAC 156
Description of Water and Sewerage Variables 158
Water and Sewerage: Output Results 163
Water and Sewerage: Coverage Results 166
Water and Sewerage: Employment Results 169
Water and Sewerage: Labor Productivity and

Efficiency Results 174
Water and Sewerage: Price Results 178
Water and Sewerage: Quality Results 182
Water and Sewerage Impact Summary 183
Base Case for Regulatory and Contract Variables 209
Impact of Sale Method 210
Impact of Autonomy of Regulatory Body 213

Impact of Duration of Regulatory Body
Appointments 214



CONTENTS

9.5
9.6
9.7
Al1
A31
A3.2

A3.3
A3.4

A3.5

A3.6
A3.7

A3.8

A3.9

A3.10

A3.11

A3.12

A3.13

A41

Impact of Investor Nationality

Impact of Award Criteria

Impact of Tariff Regulation

Infrastructure Privatization in Selected Cross-Country
and Latin American Country Studies

Means and Medians Analysis in Levels—Electricity
Distribution

Means and Medians Analysis in Growth—Electricity
Distribution

Econometric Analysis—Electricity Distribution
Means and Medians Analysis in Levels—Fixed
Telecommunications

Means and Medians Analysis in Growth—Fixed
Telecommunications

Econometric Analysis—Fixed Telecommunications
Econometric Analysis—Fixed Telecommunications,
Liberalization

Econometric Analysis—Fixed Telecommunications,
Mobile Competition

Econometric Analysis—Fixed Telecommunications,
Instrumental Variables

Means and Medians Analysis in Levels—Water and

Sewerage

Means and Medians Analysis in Growth—Water and
Sewerage

Econometric Analysis—Water Distribution and
Sewerage

Summary of Minimum and Maximum Changes
Disaggregated by Regulatory and Contract Variables
Latin America and the Caribbean Region Summary
of Power Market Reforms

xX1

216
218
220
243
260

264
268

270

275
280

282

284

286

288

293

298

300

304






Preface

As numerous countries in Latin America and the Caribbean and elsewhere
are moving toward a second phase of private participation in infrastruc-
ture programs—mostly through public—private partnership schemes—and
other countries are just beginning the process, several concerns remain
from the outcomes of the first phase. These concerns are making govern-
ments cautious in moving forward. The Impact of Private Sector Par-
ticipation in Infrastructure addresses these concerns and brings clarity to
the debate on the impact of private participation in infrastructure. The
assessment of this impact may be one of the most emotional policy issues
in economics, as it is clouded in a mist of myths, perceptions, and reality.

A fairly large body of literature has been published on this topic, but
most of it has been based on case studies and, too often, on anecdotes
rather than on facts and robust economic analysis. This book analyzes the
impact and sorts out the truth from the myths. The authors take a system-
atic and hard look at the facts (i.e., data) in Latin America, where starting
in the late 1980s, many governments brought private sector participation
into the delivery of essential utilities services. Although there are many
assessments of this experience, none was able to rely on systemic, cross-
country, and time-series data, and practically all of them did not—save
rare exceptions—account for what would have happened in the absence
of interventions (the counterfactual). This book does just that. It brings
together an all-encompassing database from the 1980s to the first decade
of this century and develops an effective and robust methodology, account-
ing for the counterfactual, which tests and estimates the impact of reform
on an exceptionally wide set of outcome indicators. As a result, this book
presents the most in-depth study to date of the private sector participation
experience in Latin America, and it substantially advances the existing
literature by offering robust econometric analysis.

The Impact of Private Sector Participation in Infrastructure pres-
ents compelling arguments to isolate the impacts and effects of private
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participation in the electricity, telecommunications, and water sectors. The
authors examine and evaluate the determinants of that impact in terms of
the characteristics of the regulatory environment and private participation
contracts to help governments improve the design of the coming programs
of private participation in infrastructure.

The robust results of this analysis show that the benefits of those pro-
grams are quite large, particularly in terms of productivity gains, quality
of service, and coverage. It highlights the fact that the benefits can be
even larger with better design and implementation, and an appropriate
institutional capacity and legal and regulatory framework. By separating
the facts from the perceptions, this book will help governments to secure
broader support for those types of programs and to improve the out-
comes of the second phase and overall sector performance, much-needed
objectives to support sustained growth and poverty alleviation.
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