Financing the infrastructure gap




GSM coverage: 1999

Population under cellular footprint in SSA
and the developing world
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Limited progress in the 90s,
and growing SSA infrastructure needs
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A power sector emergency

Areas of Ongoing or Imminent Power Shortfalls in SSA

w0
- g
=
GUINEA NEA2

BISSAU

EQUATORIAL GUINEA
/"

[SAO TOME AND PRINCIPE

Main Cause or Trigger
M Natural Causes (Droughts)
[ Financial Shocks (Unaffordable Oil Prices)
Il System Disrupted by Conflict

ZIMBABWE,
In numbers highly vulnerable areas account for 23 NAM'BA | T
BOTSWANA

countries (out of 48 SSA Countries)
[

*[_ess than 24% access rates in SSA
*Growth reduced by up to 4% p.a. by power
shortfalls



Major constraints for firms in SSA
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Infrastructure : biggest constraint for firms competitiveness
*Transportation accounts for 20% of the cost of fertilizers
»...And increases the cost of agriculture exports by 20%



2006 supportto SSA in infrastructure
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A better environment and potential for

Sub-Saharan Africa Indicators
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Foreign Currency
Ratings in SSA

private financing
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Financial flows to SSA
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*  GDP growth: 5.7% in 2005 (5.1% in 2004)
 Increased commodity prices
* Improved institutions: 14 countries in 2006 with CPIA scores at or above the “good

performance” threshold of 3.5

—e— Private bonds flow s to SSA ($ bn)
—@— Cross-border bank lending ($bn)

—a— Net portfolio equity flow s to SSA ($bn)

Source: WB, GDF 2007




World Bank Group financing and
risk mitigation instruments

IFC MIGA IBRD/IDA
IFC A-Loan Political Risk Insurance IBRD Loan
IFC B-Loan * expropriation IDA Credit and
IFC C-Loan * transfer restriction Grants

IFC Guarantees (partial  breach of contract Guarantees
credit structures — offshore  « war & civil disturbances * partial risk

& local financing) « partial credit

Interest Rate and

Currency swaps Tech. Assistance

2IFC

International
Finance
Corporation




World Bank Guarantees:
Key Features

« IBRD/IDA balance sheet
« available to all countries eligible for borrowing from IBRD or IDA
« Bank Guarantees back government obligations

« Bank Guarantees cover private debt against a government’s (or government
entity’s) failure to meet specific obligations to a private or public project

* mobilize private sector participation and help catalyze debt with extended
maturities and lower financing costs

» flexibility — structured to meet borrower and project requirement
« an integral part of Country Assistance Strategy
* counter guarantee from Member Country
— Bank Articles requirement
— 1ndicates project priority for Government and Bank
» benefits from the ongoing sector and country engagement of the Bank
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South Africa Mozambique

Development of Gas
Fields in Mozambique
Inhambane Region (Pande

’ et and Temane)
A 865km 26-inch diameter . .
Pipeline between the Gas Fields A Central Processing
and Sasol’s plant in Secunda, Fereil 7 (LIFE))
. . process/clean the gas
South Africa, including 5 take off- before transport

points in Mozambique for future
domestic gas use




Thank You

Suman Babbar
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sbabbar@worldbank.org
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