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The Mexican government plans to grant 30-year concessions for the operation and collection of tolls on three main highways, totaling 273 miles of roads. This would be the first attempt to attract private investment to the sector after the failed Road Privatization Program of the early 90’s, and if proven successful, these concessions will open the possibility of re-privatizing the federal road network. These actions will further reduce the role of the government in the economy while decreasing the amount of government debt outstanding. The government has been working on a proposal and a concession agreement, but as of February 2003 has not yet reached a definitive offer for possible investors.

Our case, Mexican Road Re-privatization, is a chronicle of this new attempt to involve private capital in the sector, written from the perspective of CAPUFE (Government agency in charge of the administration of the federal road network). The case focuses on major issues surrounding the process: the opportunity, the risks and concerns about the project and the country, past experiences, and the valuation process.  

Major considerations of the case are the value of the cash flows, specific risk associated with the project, accuracy of traffic forecasts and sovereign risk.  

The main decision point centers on the maximum amount that the government can expect private investors to pay, and whether this amount covers the debt that is associated with the roads.

The case opens with an overview of the past privatization process and an analysis of the causes of its failure. Special emphasis is made on the prevailing socioeconomic situation in the country and the terms of the concessions.

Accompanying documentation:

· Mexican Road Re-Privatization: A New Attempt to Attract Private Investment to the Road Network case with corresponding exhibits.
· Mexican Road Re-Privatization: A New Attempt To Attract Private Investment to the Road Network teaching note with corresponding exhibits.
· PowerPoint presentation on Mexican Road Re-Privatization: A New Attempt to Attract Private Investment to the Road Network.
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