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The	world	economy	is	slowly	emerging	from	

a	severe	recession.	But	the	uneven	recovery	is	

occurring	in	large	part	on	the	shoulders	of	the	

developing	world—which	is	contributing	almost	

half	of	global	growth.	According	to	World	

Bank	economists,	developing	economies’	gross	

domestic	product	(GDP)	expanded	by	7.3	percent	

in	2010.	This	GDP	growth	is	expected	to	slow	to	

around	6.3	percent	each	year	from	2011-2013,	but	

this	still	more	than	doubles	projections	for	

high-income	countries.	

MIGa 
Development 
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this is a significant change to previous patterns of 
economic growth and even more remarkable because 
it mainly reflects an expansion of internal developing-
country markets. this is good news for the global 
economic system—and particularly good news for  
development.

While, in general, the global recovery has broadened to 
encompass more firms, more countries, and more com-
ponents of aggregate demand, there are several reasons 
to restrain unbridled optimism. the recovery in many 
economies in emerging europe and Central asia and 
in some high-income countries is tentative. persistent 
financial sector problems and debt crises in some high-
income countries still threaten growth. unstable money 
flows chasing higher returns as well as the potential for 
overheating in developing economies could undermine 
development gains. and the sharp rise and volatility in 
food prices loom large for economies and livelihoods 
around the globe, affecting the people most in need of 
sustained growth and stability.

In addition, we note other unforeseeable factors that 
influence growth, and this year has had its share. popular 

uprisings in the Middle east and north africa (Mena) 
have captured the world’s attention. the social and devel-
opmental repercussions of these political sea-changes are 
still being analyzed, and their potential effect on oil prices 
has implications for the global economy. also, the effects 
of Japan’s tragic earthquake and resulting tsunami have 
contributed to a modest slowing in global industrial pro-
duction and trade.

What Does This Mean for FDI?

as the global economic outlook still remains mixed, 
prospects for foreign direct investment (FDI) appear 
brighter for developing countries. according to World 
Bank economists, inflows should continue growing by 20 
percent and 13 percent a year in 2011 and 2012, respec-
tively. In particular, FDI flows originating from developing 
countries have rebounded rapidly and are expected to 
continue this brisk pace. While the uptick in developing-
country outbound FDI is led by Brazil, India, China, the 
russian Federation, and South africa (BrICS), others 
are gradually moving up the ranks as their multinational 
enterprises globalize operations. 
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the evolving role of FDI varies among regions. For 
example, sub-Saharan africa is attracting new sources of 
FDI. Investment into asia is spread more evenly across 
multiple industries and countries, though outbound 
investment will undoubtedly be affected by the earthquake 
in Japan. In latin america, entrepreneurs are going global. 
Foreign banks have played a stabilizing role in europe 
and Central asia, but their large-scale presence also raises 
potential concerns. While the civil unrest in the Mena 
region worries many investors, some suggest that political 
changes sweeping the region may open up investment 
opportunities. 

In June of 2010, MIGa surveyed 194 executives from 
multinational companies worldwide to inform our World 
Investment and Political Risk report. the survey found 
investors to be optimistic about their prospects, par-
ticularly in the medium term. those from the extractive 
industries were particularly bullish in their investment 
intentions, as were South-South investors—confirming 
the trend we see in FDI data.

What Does This Mean for MIGA?

Confirming the market’s renewed optimism during this 
fiscal year, our volume of new business reached a record 
high and we saw a return to a more balanced portfolio 
across regions and sectors. revolutions in Mena con-
tributed to a resurging awareness of political risk in 
general, which led to increased business inquiries as 
MIGa entered the last quarter of our fiscal year (see MIGa 
Business for detailed portfolio results).

the historic amendments to MIGa’s Convention approved 
by our Council of Governors in 2010 helped the agency 
catch the dual waves of FDI resurgence and investors’ 
heightened sensitivity to political risk. By broadening our 
pool of eligible investments to include some types of 
existing projects and stand-alone debt, MIGa is better able 
to deliver on our mission of encouraging developmentally 
beneficial FDI.

We continue to leverage our foremost strength in the 
marketplace—attracting investors and private insurers 
into difficult operating environments. MIGa’s opera-
tional strategy—which focuses on IDa-eligible countries, 
conflict-affected environments, complex projects in 
infrastructure and extractive industries, and encouraging 
investment between developing countries (South-South 
investments)—guides our work. For example, last year, 
under our Small Investment program, we supported a 
project in ethiopia that involves the privatization, rehabili-
tation, and expansion of an existing farm to cultivate and 
process passion fruit, mango, and papaya for juice exports. 
this project is already delivering solid results and is con-
tributing to an economic revival in a region that has seen 
very high levels of poverty (see box 1). 

this year, MIGa supported a number of projects in our 
priority areas, including our first contracts supporting 
investments into Iraq, Kosovo, liberia, and the republic of 
Congo. of all contracts signed this year, 72 percent fell into 
one or more of the priority areas noted above.

MIGa focused intensely on conflict-affected and fragile 
economies this year, choosing to address conflict’s impact 
on FDI in the World Investment and Political Risk 2010 
report. our findings on constraints to growth were con-
sistent with the World Bank’s World Development Report 
2011 on Conflict, Security, and Development. apart from 
our guarantees to projects in fragile countries, we are also 
looking at innovative ways to address the gap between 
the exit of post-conflict official development assistance 
and the emergence of a resilient private sector. this year, 
MIGa has actively engaged member countries to enlist 
their support for a Conflict-affected and Fragile economies 
Facility that will combine a variety of products to mitigate 
risk and address market demand. 

Reaffirming our Priorities

MIGa’s priorities of mobilizing investments into the 
world’s poorest and conflict-affected countries, facilitating 
complex projects, and supporting South-South investment 
contribute to the goal of inclusive and sustainable glo-
balization and are areas where we can make the most 
difference as a development agency. While these priority 
areas are not intended to be exclusive, they serve as an 
important operational compass for MIGa. these priorities 
have guided our work over the last several years and we 
recommitted our focus to them in MIGA’s FY12-14 Strategy: 
Achieving Value-Driven Volume. our priorities also dovetail 
with the World Bank Group’s strategy laid out in New 
World, New World Bank Group: (I) Post-Crisis Directions: 
to overcome poverty by targeting the poor and vulnerable, 
creating opportunities for growth, providing cooperative 
models, strengthening governance, managing risk, and 
preparing for crises. In addition to these overarching 
goals, MIGa has taken important steps—as has the World 
Bank Group—to enhance our focus on client service and 
flexibility, particularly through the amendments to our 
Convention, implementing adjustments to our operational 
regulations, and streamlining underwriting processes. We 
talk more about this later in this report.

Bolstering Investments  
in the Middle East and North Africa

MIGa has made a concerted effort to preserve and 
encourage FDI into the Mena region during these 
challenging times. Here, MIGa’s work is critical, as an 
increase in FDI would not only boost growth in the region 
but also help create much-needed jobs—an essential 
element of security and stability. 
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Tropical Fruit Juice Project  
Helping to Spur Economic Revival in Ethiopia
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In ethiopia’s upper awash Valley, a company called  
africaJuICe is helping a community realize its income-
earning potential from boundless sunshine and an abundant 
water supply from the awash river. Despite these resources, 
the community often suffered from food shortages due to 
a lack of experience in using irrigation and limited earning 
potential from growing low-value crops.

the community’s transformation began in april 2009, when 
africaJuICe tibila Share Company, a joint venture between 
africaJuICe BV of the netherlands and the ethiopian gov-
ernment, took operational control of tibila Farm. under 
our Small Investment program, MIGa is supporting the 
investment by providing $10 million in guarantees to afri-
caJuICe BV and to the Industrial Development Corporation 
of South africa, a lender to the project.

the farm produces passion fruit, mangoes, papayas, and 
other tropical fruits. While some fruit is sold locally, most of 
the juice is processed in a new state-of-the art facility built by 
africaJuICe. the processed juice is then transported to the 
port in neighboring Djibouti and on to markets in europe 
and the Middle east. the plant’s sterilization and packaging 
process means the product can endure the long journey to 
consumer markets—overcoming issues often blamed for 
food shortages and reduced earning potential from agri-
culture. the World Bank estimates that nearly half of africa’s 
total farm yield is lost between the harvest, warehousing, 
post-harvest marketing, and transport to the final consumer.

africaJuICe directly employs some 2,400 people in roles 
ranging from security guards to production line managers. 
It also manages an outgrower program that recruits local 
farmers to supply africaJuICe. the program’s goal is to 
develop and support over 1,000 hectares of these local 

farms, organized as cooperatives, to supplement the supply 
of fruit to the processing facility and extend community 
participation. the farmers participating in the program 
stand to earn a much higher income than they are currently 
earning producing primarily onions and tomatoes. passion 
fruit can bring in nearly 135,000 ethiopian birr (or about 
$8,000) per hectare—a significant income in this poor com-
munity. although passion fruit has never been produced in 
ethiopia before, the climate and growing cycle is ideal for this 
sought-after product. the fruit grows on a trellis, so farmers 
can practice intercropping with their tomatoes and onions, 
while benefitting from irrigation systems maintained by afri-
caJuICe.

the company is also tapping into MIGa’s environmental and 
Social Challenges Fund for africa, financed by the Japanese 
government, which allows MIGa guarantee holders to receive 
expert advice from consultants to implement environmental 
and social enhancements to their investments. the grant 
proceeds are providing technical assistance to support the 
formation of the outgrower Fair trade Body. If successful, 
africaJuICe will be the first fair trade tropical juice producer 
in sub-Saharan africa. 

the surrounding community shows some early indications 
that the project is already spurring economic revitalization. 
the company has also made significant investments in 
improving access to clean drinking water and electricity for 
workers housed on the farm. this comprehensive approach 
to managing a business is in keeping with the company’s 
stated vision to be a benchmark for how FDI is delivered 
in developing countries: “We aim to demonstrate that not 
only can growth be generated with positive effects on the 
environment and for poverty eradication but that it is ‘good 
business’ and should be the model of choice.”
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executive Vice president Izumi Kobayashi visited the 
region as the revolutions in tunisia and egypt were 
unfolding and her experience helped lay the groundwork 
for MIGa’s initiative to help encourage and support 
investment into the region.

MIGa’s Mena initiative has two components. the first is 
knowledge sharing: in May 2011, we hosted a roundtable 
in paris that convened investors, policymakers, and 
investment promotion authorities to discuss concerns 
and opportunities resulting from current events. Similar 
roundtable discussions will be held in the Mena region 
and in Washington. 

the second element of the initiative is increased direct 
support to investors. MIGa is mobilizing $1 billion in 
insurance capacity to retain and encourage FDI in Mena. 
We are reaching out to investors and lenders interested in 
the region, noting that we are open for business and high-
lighting our ability to guarantee projects under Islamic 
financing structures, our partnership with the Dubai 
International Financial Centre (DIFC), and our West Bank 
and Gaza Investment Guarantee trust Fund. our repre-
sentative in the West Bank and Gaza, placed early this 
fiscal year, is focusing on business development for the 
trust fund as well as more broadly in the region. 

MIGa is also consulting with the World Bank, IFC, and 
other regional partners with the aim of leveraging our 
collective resources to support FDI into Mena. these 
consultations include direct discussions with government 
agencies and state-owned enterprises in the region to 
understand their needs with respect to priority projects.

Sustaining Attention  
to Environmental and Social Impact

Sound environmental performance, sustainability with 
respect to natural resource management, and social 
responsibility are critical to an investment’s success and 
its contribution to the host country’s development. MIGa 
adheres to performance standards that help clients take a 
responsible approach to their projects’ environmental and 
social aspects. Well-designed environmental and social 
programs can help manage reputational risks for project 
sponsors, protect the environment, and reduce political 
risks. Most importantly, attention to these issues ensures 
that the people and ecosystems that are most affected 
by a project will be taken into account during design and 
implementation.

MIGa administers the environmental and Social 
Challenges Fund for africa to provide technical advice 
to cross-border investors in the region. Financed by the 
Japanese government, the fund is open on a case-by-case 
basis to investors already receiving MIGa guarantees 
or being considered for support. through the fund, 

investors can receive expert advice from MIGa and 
other consultants with an aim to ensure that projects 
comply with MIGa’s environmental and social policies 
and investors receive best-practice advice on issues such 
as resettlement and local community benefits. as noted 
above, this fund is being used to support the africaJuICe 
project in ethiopia.

an example of our close collaboration with clients on envi-
ronmental and social issues is MIGa’s guarantee to an 
exploration and feasibility study for the Weda Bay nickel 
mining project in Indonesia. the Weda Bay deposit is one 
of the world’s largest undeveloped identified resources 
of nickel, with 5.1 million tons of nickel contained in 
measured, indicated, and inferred resources. project 
sponsor Strand Minerals (Indonesia) pte. ltd. asked 
MIGa to provide a guarantee of $207 million to support 
the detailed exploration and feasibility study stage of this 
complex project. our involvement in the early phase helps 
the sponsors to identify the social and environmental 
impacts in detail, design mitigation measures, and test 
their effectiveness—using MIGa’s performance standards, 
environmental guidelines, and good industry practices. 

Enhancing Understanding  
of Development Impact

this year, MIGa expanded the program for self-evalu-
ations we began in fiscal year 2010, stepping up our 
ability to gather developmental lessons from completed 
projects and apply them to current and future work. this 
organizational learning tool will allow the agency to more 
fully absorb lessons, while increasing accountability to 
shareholders and other stakeholders. 

“Well-designed environmental 

and social programs can help 

manage reputational risks  

for project sponsors, protect the 

environment, and reduce  

political risks.” 
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Since the program’s inception, MIGa has completed 
eight evaluations for guaranteed investments, including 
in afghanistan and uruguay (see box 2). the projects are 
rated on criteria that measure development outcomes on 
the one hand, and MIGa’s effectiveness on the other. 

the evaluations, carried out by MIGa’s economists, envi-
ronmental and social specialists, and underwriters—and 
independently validated by the Independent evaluation 
Group (IeG)—are aimed at increasing awareness and 
learning among operational staff. Going forward, MIGa 
intends to gradually expand the program to carry out 
more evaluations each year. 

In addition, this fiscal year we introduced a series of 
development metrics that track direct employment, 
training budgets, the value of locally produced goods, 
taxes and fees paid, community investment amounts, and 
investment leveraged for all new MIGa-insured projects. 
ongoing attention to this effort will eventually allow the 
agency to report on development indicators across the 
entire portfolio.

Leveraging Development Impact  
through Partnerships

this year, we continued to fortify existing relationships 
and also sought out new partners to promote and 
support developmentally beneficial FDI. Joint business 
development efforts and cross-marketing support between 
MIGa and IFC were particularly fruitful, resulting in the 
introduction of new clients to MIGa. these include the 
proCredit group, a provider of finance to some 750,000 
very small, small, and medium enterprises in latin 
america, eastern and Central europe, and africa. 

this fiscal year MIGa and the World Bank’s Finance, 
economics and urban (Feu) department signed an 
agreement to more effectively cross-market their political 
risk insurance and other guarantee products. MIGa 
and Feu are also working on structures that would 
allow clients to benefit from both MIGa’s political risk 
insurance and World Bank guarantee products in a single 
transaction—significantly reducing processing time for 
critical investments. We also signed a similar business 
development cooperation agreement with the Banking 
and Debt Management Department in the World Bank’s 
treasury vice presidency. In addition, this year marked 
enhanced collaboration between MIGa and the World 
Bank’s Investment Climate advisory Services (IC) with the 
placement of a senior MIGa staff member in IC’s Vienna 
office who focuses on business development in eastern 
europe and Central asia. 

outside of the World Bank Group, we signed a 
Memorandum of understanding (Mou) with Kafalat 
S.a.l., a lebanese financial company that provides guar-
antees for small and medium enterprises to access bank 
loans. through this agreement, MIGa and Kafalat will 
cooperate to promote lebanese enterprises’ cross-border 
investments into developing countries. the partners 
also committed to raising general awareness about risk-
mitigation instruments such as political risk insurance 
through joint conferences and training—with the first 
training program conducted in Beirut in March by a MIGa 
team. 

additionally, MIGa signed an Mou with the Indonesian 
Infrastructure Guarantee Fund to collaborate on capacity 
building and to coinsure a pipeline of infrastructure 
projects. 

these new agreements are additions to our recent 
strategic partnerships with organizations such as the 
Japan Bank for International Cooperation, the Central 
american Bank for economic Integration, Korea’s 
eximbank, nippon export and Investment Insurance, and 
DIFC. Such partnerships leverage these regional players’ 
in-depth knowledge of markets and MIGa’s experience in 
political risk insurance to encourage sound investment in 
developing countries worldwide. 

also noteworthy is the partnership that was formed in the 
wake of the global financial crisis among the european 
Bank for reconstruction and Development, the european 
Investment Bank, and the World Bank Group. In March 
2011, the institutions observed the conclusion of the suc-
cessful cooperation and pledged to collaborate again in 
the future, as needed. From october 2008 to March 2011, 
MIGa issued $2 billion in guarantees to the financial 
sector in Central and eastern europe as part of the 
group’s Joint International Financial Institution action 
plan.
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Learning Lessons,  
Demonstrating Impact

MIGa has significantly expanded its attention to lessons 

learned and its ability to demonstrate the developmental 

impact of its guarantees through self evaluation. Here we 

highlight two projects in very different environments that 

were among the first to be formally evaluated with rigorous 

criteria developed jointly by MIGa and IeG: Mtn  

in afghanistan and Botnia South america (now upM)  

in uruguay. 

Connecting Afghanistan

When MIGa recently evaluated its support for Mtn Group’s 
telecommunications investment in afghanistan, the project 
received the highest marks for its development outcome, 
including strong results for financial and economic sustain-
ability, private sector impact, and MIGa’s effectiveness. 

after decades of armed conflict, afghanistan’s communi-
cations network was barely functioning. the country had 
no internet access. In fact, the state of the country’s com-
munications infrastructure was so poor that it hindered the 
government’s ability to coordinate its own operations. In 
response, the World Bank Group mobilized to modernize the 
afghan telecommunications sector. IDa credits and grants 
were used to provide key public infrastructure, and the joint 
World Bank/IFC Information and Communication technology 
Sector unit accessed trust funds to deliver technical 
assistance for reform of regulations needed to attract private 
investment. 

In fiscal year 2007, MIGa issued a guarantee of $74.5 
million to Mtn Group of South africa covering its equity 
investment in areeba afghanistan llC. MIGa chose to issue 
the guarantee despite clear risks for the project itself and for 
MIGa’s covered risks, as the project was expected to have a 
significant development impact.

Crucially, an additional $2 million “first loss” provision was 
insured under MIGa’s afghanistan Investment Guarantee 

Facility designed to encourage foreign investment into the 
country. the facility is jointly funded by the government of 
afghanistan, IDa, the government of the united Kingdom, 
and the asian Development Bank. 

the MIGa-supported project entailed the installation, 
operation, and maintenance of a GSM network, wireless 
communication services, internet and satellite services, and 
public pay phones. Mtn afghanistan’s network implemen-
tation and maintenance was subcontracted to local busi-
nesses and network equipment was produced locally. as a 
result, the project created substantial opportunities for local 
companies. 

Following a thorough evaluation, MIGa confirmed that 
this was a highly developmentally beneficial project. the 
evaluation also clearly demonstrated that the business model 
employed by the project works—even in an exceedingly dif-
ficult environment—as financial returns have been healthy, 
especially given the undeveloped market. 

In fact, Mtn afghanistan exceeded most expectations. the 
project introduced the latest GSM technology covering over 
80 percent of afghan territory. profitability margins are higher 
than expected. this, despite very real and grave risks: Mtn 
faces daily security threats from insurgent forces, as well as a 
highly uncertain policy environment.

Supporting Uruguay’s Largest Foreign Investment

We also completed a self evaluation on the “green” tech-
nology upM pulp mill project in uruguay, which MIGa sup-
ported by issuing a $300 million guarantee to its investors 
in 2007. the mill produces bleached eucalyptus kraft pulp 
that is exported to paper manufacturers in europe, asia, and 
north america.

the upM mill is located on the bank of the river uruguay, 
upstream of Fray Bentos, a town that had been economically 
depressed since its primary meat-packing industry closed 
down in 1979. High expectations were set for the project 
from the start—both within the community and more 
broadly: the project represents the largest foreign investment 
in uruguay’s history and has been watched closely at the 
national level.

MIGa’s evaluation confirms the project’s significant 
economic and developmental success. the mill boasts an 
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annual capacity of over one million tons of pulp. employment 
creation and wages in excess of the national median are both 
higher than originally estimated. Moreover, the financial per-
formance of the project is significantly better than had been 
expected.

as part of its commitment to operate with “green” tech-
nology, the mill has obtained a number of international 
environmental certificates, which are audited annually by an 
independent third party, the Forest Stewardship Council, as 
well as ISo Certifications 9001 and 14001. the mill generates 
its own energy and sells its excess to the national grid.

MIGa’s guarantees were instrumental in the project’s 
creation. the Finnish investor was initially concerned about 
establishing a presence in uruguay, as the company had 
never ventured beyond europe to build physical plants. the 
guarantees were also required by the investor’s board con-
sidering the large equity exposure needed to fund the project. 

the project did become controversial during MIGa’s under-
writing process and well into implementation since the mill 
uses the border river between uruguay and argentina to 
transport its pulp for onward shipment to europe and asia. 
argentine civic associations opposed the project, arguing that 

it posed a major environmental hazard to their communities, 
despite upM’s assurances to the contrary. these groups 
were able to orchestrate the closure of the General San 
Martín International Bridge, reducing economic activity. the 
issue eventually reached the International Court of Justice, 
which ruled in favor of the project. Since then, uruguay and 
argentina agreed in late 2010 to establish a bi-national com-
mission of scientists to monitor the environmental impact on 
the uruguay river. 

the upM project’s benefits to the community include sub-
stantial linkages to other businesses, investment in local 
infrastructure, robust training programs, and the support of a 
foundation that disburses $200,000 annually to community 
projects. the mill holds regular community consultation 
events to report environmental monitoring results and has 
strong community grievance mechanisms. 

apart from the benefits that upM’s mill brings to the local 
community, MIGa’s evaluation notes that this project is 
likely to positively influence the way other private enterprises 
operate in the country, as well as foreign investors’ per-
ception of the national business climate.




