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Access to basic infrastructure provides extensive 
benefits. Investments in water and sanitation clearly lead 
to improved health. Proper transportation, electricity, 
and connectivity are relevant to industry, which provides 
jobs, and to education. Investments in telecommuni-
cations ultimately help build markets and connect buyers 
and sellers cheaply. Beyond the benefits to individuals, 
improved infrastructure is critical to a nation’s overall 
economic growth.

Investment needs

From a high of $114 billion in 1997, infrastructure 
investment into developing countries with private par-
ticipation bottomed out in the early 2000s, reaching just  
$57 billion in 2003. But private investment flows are 
starting to rebound, climbing to $64 billion in 2004. There 
is other good news: investors from developing countries 
accounted for 39 percent of infrastructure investment 
flows from 1998-2003. This is promising, offering the 
hope that this new, emerging group of investors will 
begin to fill the gap left by the exodus of traditional infra-
structure investors—scared off in recent years by a spate 
of economic and political uncertainties. For now, the 
gains are distributed unevenly among sectors, with most 
of the funds going to telecommunications.

For developing countries, which have an estimated 
annual need for $230 billion investment in infrastructure 
that governments alone cannot fill, the challenge is to 
attract more private investment in all the subsectors of 
infrastructure. And even with the growing focus by the 
World Bank and other development agencies to ramp up 
lending for infrastructure investments, there remains an 
enormous investment shortfall. 

While proposed solutions to this problem may vary, it 
is clear that impediments to investment in this capital-
intensive sector are often of a political nature. The per-
ceived failure of privatization efforts of the late 1990s, 
coupled with high-profile expropriatory actions and 
contractual breaches, tends to exacerbate traditional 
investors’ perceptions of risks in emerging markets and 
exerts pressures to focus on their home markets.

MIGA and Infrastructure: Improving People’s Lives

Infrastructure is about delivering the essential services that people need to maintain a basic 
standard of living, and that countries and businesses need for economic growth—access 
to clean water, sanitation, electricity, roads, and telecommunications. But for millions of 
people, these basic services are still beyond reach: 1.1 billion people lack access to clean water 
supply; 2.6 billion people live without adequate sanitation; and 1.6 billion people, mostly in 
sub-Saharan Africa and South Asia, lack access to electricity. And 3.5 billion of the world’s 
population has never made a phone call.

The existence of these types of risks is precisely why an 
agency like MIGA exists. Our primary goal is to increase 
developmentally sustainable foreign direct investment, by 
mitigating such risks. One of MIGA’s recent challenges 
in the face of the investment shortfall has been to engage 
nontraditional, or so-called “South-South,” investors 
in infrastructure, to help these regional players tap the 
opportunities that are now opening up. The agency is 
also working to encourage the return of traditional infra-
structure investors who have abandoned developing 
countries in search of safer investment climates.

MIGA and infrastructure

Infrastructure is a strategic priority for MIGA. Since its 
inception in 1988, MIGA has issued nearly $5 billion in 
investment guarantees for infrastructure projects (and 
facilitated roughly five times that amount in overall infra-
structure investment), with outstanding exposure in the 
sector growing from just four percent in 1994 to some 
41 percent of its portfolio today. MIGA targets investors 
of all sizes, with projects supported ranging from a  
$3 million investment in Sierra Leone’s telecom sector to 
the $1.2 billion Nam Theun power project in Lao PDR. 

MIGA’s strategy builds on its market strengths: being able 
to encourage investments in the more difficult, frontier 
markets, as well as being able to support investments 
at the sub-sovereign level, which often involves inexpe-
rienced and therefore riskier partners. The agency has 
also placed a special focus on infrastructure in Africa, 
where, for example, its political risk insurance is helping 
nations move directly to cell phones and leapfrog the 
need for more expensive landline infrastructure. 

Since its inception, MIGA has provided 119 contracts 
worth $3 billion in guarantee coverage for power 
projects; 59 contracts totaling $1.1 billion in guarantees 
for projects in the telecommunications subsector; 25 
transportation contracts, worth $393 million in coverage; 
12 contracts for water projects, totaling $225 million; 
and 10 contracts totaling $46 million for electricity, gas, 
sewerage, and sanitary services projects (see Table 2).
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During fiscal year 2006 alone, MIGA issued $469 
million in guarantees (25 contracts) for 14 infrastructure 
projects. Of these, two were in Asia and the Pacific, one 
in Europe and Central Asia, two in sub-Saharan Africa, 
one in the Middle East and North Africa, and a total of 
eight in Latin America and the Caribbean.  

Power

The global need for power is enormous. The increased 
buying power of local citizens and rapid industrial-
ization, as in China, are further fueling the demand for 
power. And as developing countries become locations of 
choice for companies in search of lower-cost operations, 
demand for power in these nations is skyrocketing. What 
this means for power companies and investors in the 
power sector is new markets. 

But private investors in power projects around the world 
also know that there are significant and unique risks 
involved. Regulatory concerns and the potential for 
contract disputes add a level of uncertainty, as do political 
pressures to maintain rates in the face of rising energy 
costs. If project revenues are in local currency, transfer 
restrictions and inconvertibility are often a concern for 
power providers and lenders. And in some countries, 
the threat of war, terrorism, or civil disturbance poses a 
danger to physical assets.

MIGA’s guarantees are well-suited to reduce power 
investment risks. They are designed to not only help com-
panies feel comfortable with the risks they may perceive, 
but can also play a pivotal role in helping companies 
attract funds for large, capital-intensive investments. 

Vietnam. In Vietnam, for example, MIGA is supporting 
the Phu My 3 power project, which involves a large 
amount of financing and multiple players, from investors 
to lenders and brokers to government agencies. The 
project—part of the Phu My power complex supported 
by the World Bank Group—is already providing 8-10 

percent of the country’s electricity, which is particularly 
important given the inability of hydroelectric and other 
power resources to keep pace with the country’s growing 
energy needs.

Putting together such a complex deal would not have 
been possible without the appropriate allocation of risks, 
both commercial and noncommercial. MIGA provided 
several guarantees for the project: $43.2 million for the 
equity investment, $75 million for a non-shareholder loan, 
and $15 million to cover a financing swap agreement 
arranged by Calyon, the inter-creditor agent. 

The investor chose MIGA because of its ability to help the 
project obtain a competitive interest rate on the interna-
tional commercial market. At the same time, the lender 
chose MIGA because it valued the security and expertise 
the agency provided to protect the swap agreement.

The Phu My complex is expected to play an essential 
role in helping Vietnam meet its growing demand for 
electricity over the next few years. As a Build-Operate-
Transfer (BOT) project, Phu My 3 is creating a roadmap 
for others in terms of how best to sequence a power 
plant transfer to the Vietnamese at the end of the 20-year 
contract. The project’s success is expected to encourage 
other private investors to come into Vietnam, espe-
cially as the country’s foreign investment environment 
becomes increasingly open to private players.

Turkey. In Turkey’s capital city of Ankara in the late 1990s, 
electricity output matched consumption, and experts 
predicted that demand would soon outstrip supply. For 
a nation trying to attract foreign investment by show-
casing its advantages as a lower-cost place to operate 
a factory, it was a major problem. In 1999, a devastating 
earthquake hit, followed by a financial crisis, making 
matters worse.

Into these challenging market conditions ventured 
SUEZ Energy International—the international energy 
division of SUEZ. And within a 26-month timeframe, the 
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company turned a greenfield site into a fully operational 
power plant that provides 770 MW of new gas-fueled 
electricity at reasonable rates while respecting environ-
mental requirements. 

The transaction, which was singled out for “Deal of the 
Year” honors by Project Finance magazine, involved 
a limited recourse financing structure that included 
French bank BNP Paribas and four major export credit 
agencies. The project was quite risky for banks, so it took 
a while to get it off the ground and to get the financing 
from lenders. MIGA played an important role, helping 
to hold together the deal’s complex financing package 
by protecting the investment against political risks, while 
lowering the risk premium and reducing project costs. 

The project represents the niche MIGA serves: helping 
developing countries kickstart capital-intensive and high-
risk infrastructure projects with huge economic devel-
opment payoffs. This project also exemplifies MIGA’s 
efforts to re-engage traditional infrastructure investors 
who have largely abandoned these types of projects over 
the past decade.

Water

Despite the incredible need for basic water services, 
private financing for water supply and sanitation in 
developing countries has declined in recent years, 
reflecting in part the lack of appetite to bear the political 
risks associated with these projects. Investor losses in 
various regions—caused by contract breaches related to 
tariff adjustments, protests, exchange rate fluctuations, 
and currency devaluations—illustrate the reality of  
these risks. 

Water and sanitation projects are also exposed to a 
unique set of risks related to the decentralization of 
service oversight from the national level to provincial 
and municipal authorities. Sub-sovereign regulatory and 
contractual risks can be greater than sovereign risks, as 
local authorities may have less experience and ability 

in dealing with the private sector and may lack a solid 
understanding of investors’ needs.

Russia. As Moscow’s population has grown, so has its 
thirst for water. But the existing water infrastructure has 
not been meeting needs. Eyeing a potentially strong 
business opportunity, German water company WTE 
Wassertechnik GmbH (WTE) investigated the possibility 
of building a new water treatment plant that would serve 
customers throughout Moscow.

Reluctant to move forward without additional insurance 
given their concerns about potential risks, the company 
turned to MIGA, which agreed to provide $56.4 million 
in guarantee coverage. 

The deal is a public-private partnership, structured as a 
13-year Build-Own-Operate-Transfer (BOOT) concession. 
The company financed and built a water treatment 
plant, which will soon begin operations. Water is being 
channeled from the Moskva River to a processing plant 
where it is filtrated using state-of-the-art technologies. 
The purified product is then distributed through the 
municipal water system by Mosvodokanal, the city-owned 
utility. The project is expected to increase Moscow’s 
potable water supply capacity by 4 percent, improve local 
health, environmental, and safety conditions, and help 
create positive business externalities.

China. Over the past few years, MIGA has responded 
to a growing demand for its coverage for water projects 
in China. One such project, supported this fiscal year, 
involves a $40 million guarantee to Compagnie Générale 
des Eaux of France, covering its  million direct equity 
investment in Shenzhen Water (Group) Company Ltd. 
The guarantee is long-term, providing coverage for half 
of a 30-year concession.

Shenzhen Water services 2.5 million customers with five 
water treatment plants and four wastewater treatment 
plants. The project processes raw water extracted by 
a state-owned company and treats sewage collected 
through the municipal wastewater collection network, 
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supplying 90 percent of residential, commercial, and 
industrial customers in the Shenzhen special economic 
zone in Guangzhou province. 

The project is expected to help the Chinese government 
address water resource problems that are particularly 
acute in fast-growing urban areas. MIGA’s involvement 
was vital to private sector participation in the Shenzhen 
water sector, helping to reduce budget spending by the 
municipal government. For customers, having potable 
water will eliminate the need to boil or buy drinkable 
water. The participation of Compagnie Générale des 
Eaux, which operates water projects around the world, 
is expected to demonstrate to others the viability of 
investing in China’s water sector.

Telecommunications

Driven by rapid technological change and the lower cost 
of cell phones versus fixed landlines, global demand for 
telecommunications continues to grow. While the rate of 
telecommunications growth in higher-income countries 
has tapered off, reflecting higher penetration rates and 
a maturing market base, growth in middle- and lower-
income countries remains high. This is due mainly to 
the low rates of teledensity throughout the developing 
world and the relatively inexpensive alternative provided 
by cell phones. 

Private investors in telecom projects around the world 
know there are significant and unique risks associated 
with these investments—relating, for example, to regu-
latory concerns, licensing and frequency allocations. The 
shadow of the 1990s telecom bust continues to loom 
large, making it more difficult for some to secure non-
shareholder financing, especially in riskier markets.

Burundi. Africa is a huge, largely untapped market for cell 
phone users. The demand is enormous, particularly in a 
continent where challenging geography and enormous 
cost limits landline installation. The market is broad and 
deep, extending into rural villages and rapidly growing 

cities; into economically and politically stable nations as 
well as countries emerging from conflict. 

Mauritius Telecom Ltd. found one such opportunity 
in Burundi, where teledensity is currently less than 1 
percent. The company, a joint venture in which France 
Telecom owns a 40 percent stake, secured a MIGA 
guarantee to build, operate, and maintain a nationwide 
mobile telephony network using the GSM standard. 

But any private investment in Burundi, an impoverished 
nation ravaged by a recent civil war, comes with chal-
lenges—and some considerable risk. MIGA is miti-
gating some of these risks with coverage to protect the 
company against transfer restriction, expropriation and 
war and civil disturbance. 

Sierra Leone. This West African nation has just one 
landline for every 250 people, one of the lowest tele-
densities in the world, and until recently, no broadband 
network. That was until Sierra-Com, an Israeli telecom-
munications company, opened up shop with a MIGA 
guarantee to provide inexpensive, reliable telecommuni-
cation services. 

Sierra-Com is bringing high-speed broadband wireless 
Internet and voice-over IP communications (allowing 
phone calls to be made over the Internet) to Sierra 
Leone, through its subsidiary IPTEL (PCS Holdings 
Sierra Leone Limited). Prior to IPTEL’s entry into the 
marketplace, Internet access was provided by a slow 
dial-up service, and by a narrowband Internet service 
provider whose service was prone to stoppages due to 
electricity shortages. 

Sierra-Com’s $3 million investment is establishing a 
network using technologically advanced telecom 
equipment imported from Israel. Improved connectivity 
is expected to trigger additional new investment and 
catalyze overall economic growth.

Through an innovative new program aimed at 
encouraging smaller investors to consider projects in 
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the developing world, MIGA has provided Sierra-Com a 
package of political risk insurance using a streamlined 
underwriting process that makes it quicker and easier for 
smaller firms to apply for guarantee coverage. The ease 
of MIGA’s small investor process helped Sierra-Com act 
swiftly in response to an ideal market opportunity, while 
mitigating noncommercial risks. 

Transportation

In an increasingly global marketplace, commerce is not 
limited by borders. Instead, trade depends on the ability 
to get goods to market, even as communities rely on 
transportation networks to connect them with homes, 
schools, businesses and healthcare. And with growing 
demand comes opportunity. But costs and uncertainties 
deter many private investors from seeking out business 
opportunities in the transportation sectors, such as road 
construction and operation, shipping ports and airport 
development, or expansion of public transportation, par-
ticularly in the developing world. 

Transportation projects typically involve huge upfront 
costs, take longer to complete and are reliant on future 
cash flows to meet financial obligations and provide 
reasonable returns. In some emerging markets, macro-
economic, legal, institutional and regulatory concerns 
may add a level of uncertainty that can complicate 
deals even more and introduce still greater levels of 
risk. Transportation projects, such as toll roads, in many 
cases are also exposed to sub-sovereign risk as gov-
ernments decentralize control of services from national 
to provincial and municipal authorities. These sub-sov-
ereigns may have limited experience in dealing with the 
private sector or international banks, which adds another 
layer of complexity to project structuring.

Dominican Republic. During the fiscal year, MIGA 
provided $108 million in political risk insurance for the 
development of a toll road in the Dominican Republic. 
The insurance covers a $14 million equity investment in 
and $162 million bond issue for the project, Autopistas 
del Nordeste C. Por. A. Outside financing is coming from 
the issuance of $162 million in senior notes, underwritten 
by Morgan Stanley and rated by Fitch. The issuance, a 
structured finance deal backed by future toll revenues, 
marks MIGA’s first-ever coverage of a capital markets 
transaction to finance an infrastructure project.

The project consists of the design, construction, 
operation, and maintenance of a 106-kilometer toll road 
that will connect Santo Domingo with the country’s 
northeastern peninsula. Progress on the toll road has 
already led to investments in a free trade zone that is 
connected by the road to the international airport in 
Santo Domingo. 

Other expected development impacts include growth 
in agribusiness, as farmers will have faster and cheaper 
access to markets in the capital, and tax generation 
estimated at $50 million over the life of the project. In 
addition, revenues generated by the project above a 
specific threshold will be paid to the government. The 
project is expected to create 2,465 jobs during the con-
struction phase, and about 1,300 once operational.

Absent the bond issue, it would have been difficult for 
the project sponsors to obtain adequate financing for the 
period of time needed. 

Table 2 

Infrastructure Contracts Issued from FY90 to FY06, by Region and Sub-Sector, $ M

Region
Electric, Gas 
& Sanitary 
Services

Power
Sewerage 
Systems

Telecom Transportation
Water 
Supply

Total

Asia and the Pacific 540 217 87 117 961

Europe and Central Asia 654 119 108 881

Latin America and the 
Caribbean

20 1,621 238 286 2,165

Middle East and North Africa 6 4 75 85

Sub-Saharan Africa 16 252 420 20 709

Total 42 3,067 4 1,069 393 225 4,801

Note: Figures include additional coverage provided to projects underwritten in previous fiscal years, but exclude Cooperative Underwriting 
Program contracts.




