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FISCAL 1997 RESULTS - CONTINUED SUCCESS 
MIGA issued a record 70 new guarantee contracts, totaling US$614 million in coverage 
for projects in 25 developing and transition member countries, during fiscal 1997. These 
projects helped to facilitate about US$4.7 billion in foreign direct investment and assisted 
in creating an estimated 4,000 new jobs in the countries in which they are located (See 
Table1). 

Commenting on the year-end guarantee results, Mr. Leigh P. Hollywood, Vice President 
of Guarantees, said: 

"I am proud to announce another successful year of MIGA's guarantee program, which 
witnessed further growth and broadening of the portfolio. I am especially pleased with 
the closer collaboration with private and national investment insurers that allowed MIGA 
to enhance the flow of foreign investment into developing countries." 

Table 1. Guarantee Activities 
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MIGA guaranteed (insured) its first projects in 11 additional countries during the fiscal 
year - Algeria, Azerbaijan, Bahrain, Colombia, Egypt, Georgia, Guatemala, Guinea, 
Paraguay, Romania, and Sri Lanka. This broadened the overall portfolio to include 
coverage of investments in 52 developing and transition member countries. 

 
PORTFOLIO DISTRIBUTION 

MIGA's portfolio is well-distributed, with less than 10 percent concentrated in any single 
country. Mr. Akira Iida, Executive Vice President of MIGA, noted: 

"I am pleased that MIGA continues to maintain a well-diversified country portfolio. It is 
worthwhile to note in this context that MIGA's per country exposure in recent years has 
been maintained well below 10 percent. For example, Brazil, currently the highest 
beneficiary of MIGA's investment guarantees, accounts for only 8 percent of the 
portfolio." 

Latin America and the Caribbean accounts for the largest share of MIGA's portfolio (44 
percent). The highest number of guarantee contracts (26) were written for projects in the 
region; and seven of these contracts covered infrastructure investments, primarily in the 
power sector. Europe and Central Asia and the rest of Asia each have a 23 percent share 
of MIGA's portfolio, with the Middle East and Africa accounting for the remainder. 

Seven new countries joined MIGA in FY97Bosnia and Herzegovina, the Dominican 
Republic, Eritrea, Guatemala, Haiti, Panama, and Qatar - bringing total membership to 
141 countries; 19 others are in the process of fulfilling membership requirements. 

Following are some FY97 highlights of MIGA's portfolio distribution by sector. 

 
 

Ongoing Discussions on MIGA's Capital Increase 

MIGA management and its Board of Directors have continued their 
earlier discussions on the need for additional capital to meet the 
increased demand for the Agency's guarantee services. At informal 
meetings of the Board in July and September, MIGA's Directors 
have recognized and agreed on the urgency of providing MIGA 
with additional financial resources. Management has been 
reviewing various funding alternatives with the Board, and is 
seeking agreement on the modalities of how to achieve this capital 
increase. The goal is to alleviate MIGA's short-term liquidity and 
capacity constraints and to provide the Agency with a sustainable 
capital structure for the medium to long-term. 

Mr. Akira Iida, MIGA's Executive Vice President, noted: 

"As MIGA enters the tenth year of its history, we are encouraged by 
the sustained attention that our Board and the Development 
Committee have given to the matter of funding MIGA's future 



growth. We look forward to further discussions on this matter with 
the Development Committee at the upcoming annual meetings in 
Hong Kong." 

A progress report on MIGA's recapitalization will be presented to 
the Development Committee Board of Governors of the World 
Bank and International Monetary Fund, on September 22, 1997 in 
Hong Kong. 

 
Infrastructure 

Infrastructure remains the fastest-growing sector, increasing from only 1 percenî in FY92 
to 17 percent of the portfolio in FY97. Infrastructure-related investments are likely to 
continue to grow, since more than 35 percent of the total active applications in the 
pipeline are in this sector. 

The following projects were all insured by MIGA against the risks of transfer restriction, 
expropriation, and war and civil disturbance: 

MIGA's first guarantees in Guatemala, which also joined the Agency as a member in the 
same year, totaled US$13 million for equity and loan investments in the construction and 
operation of the first geothermal power plant in the country. The investor, Ormat 
International, Inc. of the United States, will provide training in technology, maintenance, 
and operation of the plant. The investment will assist other businesses and industries by 
mitigating recurring power shortages in the area. The project will also decrease the 
country's dependence on hydroelectric facilities, where output decreases in dry years, and 
on thermal plants, many of which have become obsolete. 

Two additional infrastructure contracts, totaling US$5 million in coverage, were issued to 
Motorola, Inc. of the United States and ABN AMRO Bank, N.V. of the Netherlands for 
their investments in a wireless communications system in Colombia. The project 
enterprise, Avantel, S.A. will be the first to bring telephone interconnect, paging, and 
data transmission technology to some 60,000 businesses in the country. 

MIGA also issued US$14.3 million in guarantees to McDonnell Douglas Finance 
Corporation of the United States for its loan to Jamaica Energy Partners, L.P. The project 
is the country's second private power plant and it previously received MIGA guarantees 
in FY96. 

AES Corporation and Houston Industries Energy, Inc. received separate MIGA 
guarantees totaling US$15 million for their investments in the privatization of Light-
Servicos de Electricidade, S.A., one of the largest distributors of electric power in Rio de 
Janeiro, Brazil. 

In Indonesia, MIGA issued two contracts for US$14 million in coverage to US WEST 
International Holdings, Inc. and Chase Manhattan Bank for their investments in PT 
ARIAWEST International. The project enterprise is the construction and operation of a 
telephone network in western Java; it will acquire the current telephone company, adding 
one million lines, and provide local and domestic long-distance telephone service to 19 



million business, residential, and government customers. The investment will create 
about 3,000 permanent jobs, establish research and development facilities, and will 
provide training and technical assistance. 

 

 
(As of June 30, 1997) 

MIGA also insured two infrastructure projects in Pakistan during the year. El Paso 
Energy International Company of the United States received US$16.1 million in 
guarantees for the construction and operation of a 151-megawatt gas-fired power plant. 
The project will reduce the need for imported fuels and will save the country considerable 
annual foreign exchange. 

Wärtsilä Power Development, Inc. of the United States received a US$2 million MIGA 
guarantee for its investment in the construction and operation of a 126-MW power plant 
in the Sind province. The enterprise will provide employment, and technical and 
managerial training, to 100 local persons, and will generate about US$4 million in annual 
tax revenues. 

The following projects highlight some MIGA-insured investments in other sectors 
covered in the last quarter of the fiscal year: 

 
Agribusiness 

MIGA issued its first guarantees, totaling about US$8 million, in Guinea for the 
construction and operation of a flour mill to produce wheat flour and bran. MIGA 
covered investments by six investors from Belgium, Luxembourg, and Switzerland, for 
their investments in this project. It will be Guinea's first flour mill and will produce more 
cost-effective, better-quality flour that will replace imports. Local flour distributors and 
bakers will benefit from the sale of flour on the local market. The mill will use modern 
technology and an on-site laboratory will test the product's quality. The investments are 
covered against the risks of expropriation and war and civil disturbance. 



 
MIGA insured this flour mill in Guinea 

 
Tourism 

MIGA issued guarantees totaling approximately US$21 million to Marriott International, 
Inc. of the United States and The Bank of Nova Scotia of Canada for their investments in 
the construction and operation of a 200-room hotel in Bahia Herradura, on Costa Rica's 
Pacific Coast. The investments were covered against the risks of transfer restriction, 
expropriation, and war and civil disturbance. The project promotes Costa Rica's objective 
to boost its tourism industry and will create over 200 permanent jobs for Costa Ricans. 
During construction, 70 percent of goods and services used will be purchased locally, 
benefitting the fishing and farming industries, excursion operators, and national parks. 

 
Manufacturing 

MIGA assisted a number of small and medium-sized manufacturing investments in 
Bahrain, China, and Russia. 

Issuing its first guarantees in Bahrain, totaling US$5.8 million, MIGA covered Harsco 
Corporation of the United States and its wholly-owned subsidiary, Harsco Bermuda 
Limited of the United Kingdom, for their respective loan and equity investments in the 
construction and operation of an aluminum dross processing plant in Manama. MIGA 
guarantees cover the risk of war and civil disturbance. The enterprise is a joint venture 
with a privately-owned company in Bahrain. It will process aluminum dross from slag 
that would otherwise be wasted. A majority of the construction material, equipment, and 



spare parts will be sourced within the country, benefiting local businesses, and will save 
over US$15 million in annual foreign exchange. 

In separate guarantees, MIGA issued coverage totaling US$2.1 million to BWF 
Unternehmensbeteiligungen GmbH of Germany for its equity and loan investments in the 
construction and operation of a filtration needle felt manufacturing factory in China. The 
MIGA guarantees were issued against the risks of expropriation and war and civil 
disturbance. The project enterprise, located in the Jiangsu Province, is a joint venture 
with a local manufacturer. The project will use new technology to manufacture better-
quality felts, used for industrial dust extraction and waste gas purification to control air 
pollution. Domestic companies will benefit from the local procurement of all supplies 
and raw materials. More than 130 jobs will be created for Chinese nationals, who will be 
trained in production procedures, quality control, and maintenance. 

MIGA issued a guarantee for US$1.1 million to Remetal, S.A. of Spain for its equity 
investment in the construction and operation of a secondary aluminum alloy processing 
plant in Moscow. MIGA's guarantee was issued against the risks of transfer restriction, 
expropriation, and war and civil disturbance. The joint enterprise with two private 
Russian companies will use Remetal's patented technology to extract metal from dross 
waste generated by local primary producers to produce ingots for the local and export 
markets. 

MIGA issued US$14.1 million in guarantees to Purolite International Limited of the 
United Kingdom for its US$15.7 million equity investment in the modernization and 
expansion of an ion exchange resin manufacturing facility. The investment is covered 
against the risks of transfer restriction, expropriation, and war and civil disturbance. The 
project enterprise produces ion exchange resin and other products for water treatment and 
processing of foodstuffs. The output will satisfy about a quarter of the annual local 
demand and will reduce foreign exchange outflows for imports. About 30 percent of the 
products will be exported to other Asian countries and is expected to generate US$10 
million in annual export earnings. 

 
Investors from Developing Member Countries 

As a result of special efforts to encourage investments among its developing member 
countries, MIGA has guaranteed a number of such investments in FY97. During the year, 
the Agency covered Turkish investments in soft drink bottling and distribution facilities 
in Azerbaijan and Russia; an investment bank in Kazakstan; and a construction company 
in Russia. 

Overall, MIGA guarantees of some US$145 million have helped to facilitate US$430 
million in foreign direct investments by developing member countries, including 
investors from Argentina, Korea, South Africa, Turkey, and Uruguay. 

 

 

 



The Future 

FY97 marked the end of MIGA's eighth year of guarantee operations. It was highlighted 
by broadening of country membership, a continuation of MIGA's claims-free history, an 
expansion of its country portfolio, an increase in its outstanding portfolio to US$2.5 
billion, and the creation of a number of innovative mechanisms to increase its 
collaboration with others in the investment insurance marketplace. The pipeline of more 
than 1,000 preliminary applications for guarantee at the end of FY97, involving investors 
from 50 countries for prospective investments in about 120 developing countries, augurs 
well for the future growth of MIGA's guarantee business and the maintenance of a 
balanced portfolio. 

Fourth Quarter Contracts of Guarantee Issued in FY97  

 
Guarantee Holder 

Project 
Description 

Host 
Country 

Max. Limit
of Liability
(US$ mill.)

Compañía Española de Seguros de Crédito a la Exportación 
ING Bank, N.V.  
ABN-AMRO Bank, N.V.  
Rio Algom Limited 
Citibank, N.A.  
Harsco Corporation  
ABN AMRO Bank, N.V.  
Houston Industries Energy, Inc.  
AES Corporation  
Commercial Bank of Greece, S.A.  
BWF Unternehmensbeteiligungen GmbH (2)  
Purolite International Limited  
Bank of Nova Scotia  
Marriott International, Inc. (2)  
Commercial Bank of Greece S.A.  
Ormat International, Inc. (2)  
Société de Promotion Financière et d'Investissement S.A. (2) 
Promofin Outremer S.A. (2)  
Agro-Industrial Investment and Development S.A. (2)  
Faisal Finance, S.A.  
Banque Belgolaise  
Crédit Lyonnais  
US WEST International Holdings  
The Chase Manhattan Bank  
Global Menkul Degerler A.S.  
El Paso Energy International Company  
Wärtsilä Power Development, Inc.  
BankBoston  
Commercial Bank of Greece, S.A.  
ABN AMRO Bank, N.V.  
Remetal, S.A.  
Société Générale, S.A. (2)  
ABN AMRO Bank, N.V. 

Oil and Gas  
Banking  
Banking 
Mining  
Mining  
Manufacturing  
Manufacturing  
Electric power  
Electric power  
Banking  
Manufacturing  
Manufacturing  
Tourism  
Tourism  
Banking  
Geothermal power 
Flour mill  
Flour mill  
Flour mill  
Flour mill  
Flour mill  
Flour mill  
Telecommunications 
Telecommunications 
Banking  
Power  
Power  
Banking  
Banking  
Banking  
Manufacturing  
Banking  
Banking 

Algeria  
Argentina  
Argentina 
Argentina  
Argentina  
Bahrain  
Bahrain  
Brazil  
Brazil  
Bulgaria  
China  
China  
Costa Rica  
Costa Rica  
Georgia  
Guatemala  
Guinea  
Guinea  
Guinea  
Guinea  
Guinea  
Guinea  
Indonesia  
Indonesia  
Kazakstan  
Pakistan  
Pakistan  
Peru  
Romania  
Russia  
Russia  
Sri Lanka  
Venezuela 

10.0
15.0
20.0
2.0

12.0
3.0
2.8
7.5
7.5
3.7
2.1

14.1
18.0
3.6
3.4

12.9
2.1
0.1
0.3
2.8
1.5
1.6
2.0

12.0
3.2

16.1
2.0

15.0
15.8
16.0
1.2
5.4

23.5

 Total =40 contracts  $258.2

  

 

 



 

DEVELOPMENTAL EFFECTIVENESS: FY97 
Since its inception, MIGA has sought to ensure that the projects it assists fulfill the 
Agency's development mandate - to promote foreign private investment for economic 
growth of its developing and transition member countries. The Agency's developmental 
criteria for projects includes the creation of new jobs, introduction of technology, and the 
generation of export revenues for the respective host governments. 

MIGA initiated a project monitoring program during fiscal 1997 to help assess and 
evaluate the actual developmental impact of projects on the host countries in which they 
are located. The evaluation system - which includes the development and refinement of a 
project information database - represents an important milestone for which the Agency 
has been preparing for quite some time. On an ongoing basis, the data provided by 
investors in the underwriting process - including the expected development effects of 
their projects - have been entered into this system from the very first investment MIGA 
has assisted. 

Ten projects were assessed in the initial phase. All of the projects monitored reveal 
positive developmental impacts on their respective host countries. The actual impacts 
varied according to the sector in which the investment was made. However, the aggregate 
results showed an increase in the amount of local taxes and duties paid to the government 
by 120 percent (from an initial estimate of US$15.8 million to US$34.8 million), in 
exports generated by some 24 percent (from US$257 million to US$319 million), and the 
number of new jobs created for local citizens by 11 percent (from 1,781 to 1,985). 

The project monitoring program represents an important step for which MIGA has 
prepared over the past few years. It includes the development of an information database 
which tracks client investor information provided during the underwriting process (in 
particular, the expected developmental effects of each MIGA-assisted project), and 
allows for comparison with data collected on the state of the project after it is operational. 

Guarantees staff undertook project site visits to verify information intially supplied to 
MIGA by the investor, to gather additional developmental data, and to talk with other 
parties in the host countries about the project's impact. An external consultant was hired 
to assist MIGA with this first phase. MIGA will continue to conduct additional 
assessments as more of its projects reach an appropriate stage of maturity. 

 
MONITORED PROJECTS 

The monitored projects range from investments in Argentina, Brazil, Costa Rica, and 
Trinidad and Tobago, to those in Bangladesh, China, Pakistan, Saudi Arabia, and South 
Africa. The sectors are also diversified: two fertilizer plants, a glass manufacturing plant, 
a steel slag processing plant, six banking/financial projects, a mortgage program, an 
ecotourism project and a pharmaceutical facility. 

 
 



Some highlights include: 

The MIGA-insured fertilizer project in Bangladesh, covering portions of investments by 
two Japanese investors, Marubeni and Chiyoda Corporation, is viewed as a showcase 
for foreign investment in the country. The project, Karnaphuli Fertilizer Company 
Limited, a major ammonia and granular urea processing plant near Chittagong City, 
received MIGA insurance in FY91 and FY92. The investors have demonstrated a strong 
commitment to human capital development, through a training program with over 1,000 
participants, and extensive provision of social infrastructure for its employees - including 
housing, transportation, medical services, a school, a mosque, and recreation facilities. 
The project has also served as an example to domestic firms for its advanced technology, 
product quality, human resources management, and its investment in social 
infrastructure. Another positive effect is the introduction of Bangladeshi ammonia as an 
export product. 

Bank of Boston's investment in Argentina, covered by MIGA in FY92, provided longer-
term, lower interest rates residential mortgages at a time when only five-year, 24 percent 
interest rate mortgages were available. It essentially catalyzed the transformation of the 
mortgage market. The success of the investment spurred competition with other lenders 
and the resultant multiplier effects spread throughout the economy, particularly among 
the residential construction, building materials, and home furnishings businesses.  

In general, Management is pleased with the progress made in assessing the 
developmental impact of MIGA-insured investments. The Agency intends to continue the 
process in the coming years and will provide its shareholders and the investor community 
continued evidence of its positive beneficial role as a developmental institution. 

  

 
 

 Special Announcement 
A Symposium on International Political Risk Management 
Techniques, jointly sponsored by MIGA and Georgetown 
University's Landegger Program in International Business 
Diplomacy, will be held on October 30, 1997. 

Original papers will be commissioned on: 

• The Changing Nature of Political Risk and the Design of 
Corporate Strategy;  

• Management of Political Risk in Infrastructure, Petroleum, 
and Mining; and  

• The Use of Political Risk Insurance and Multilateral 
Guarantees.  

The agenda includes analysis and commentary by leading figures in 
the financial, insurance, legal, and rating communities. 



For details, please contact: 
Professor Theodore H. Moran, 
School of Foreign Service, 
Georgetown University, 
Washington, D.C. 20057 
Tel: 202-687-5854 
Fax: 202-687-6033 
E-mail: morant@gunet.georgetown.edu 

 

 

 
"MOBILE OFFICE" IN THE CARIBBEAN 

The first MIGA "mobile office", created with the purpose of promoting foreign private 
investments into and between Caribbean countries, was set up in Barbados for two weeks 
in July 1997 and managed by the Agency's Guarantees staff. The initiative succeeded in 
stimulating considerable interest among the investor community through a program 
which included meetings with some 200 prospective investors from about 125 companies 
and organizations interested in doing business in the Caribbean. The meetings provided a 
good forum for the dissemination of information on how MIGA's guarantee program 
could assist investment into the region, especially in the infrastructure and tourism 
sectors. 

MIGA hosted a presentation and reception in Barbados which was attended by some 50 
local business executives from the tourism, finance, and manufacturing sectors. More 
than 70 percent of the participants who responded to the evaluation survey said they 
found the session useful; several returned for bilateral meetings at the mobile office. A 
majority of the attendees represented small to medium-size companies or had clients 
within this group, and responded that they would use MIGA's guarantee products for 
inter-Caribbean investments. 

In addition to Barbados, staff traveled to the Dominica, Grenada, Guyana, Jamaica, St. 
Lucia, St. Vincent, and Trinidad and Tobago to discuss the guarantees program, and 
visited local investment promotion agencies (IPAs) in these countries to explain the 
Agency's investment marketing services. The effort also resulted in the signing of Legal 
Protection Agreements and Use of Local Currency Agreements by the Ministries of 
Finance of Grenada and St.Vincent. 

  



 
 

MIGA's Regional Manager, Ms. Stine Andresen, with members of the investor community 
at the reception in Barbados 

  

 
 

  
MIGA's Outstanding Achievement Award 

to  
Mr. Leigh P. Hollywood 

  
Mr. Akira Iida presents MIGA's Outstanding Achievement Award to 



Mr. Leigh Hollywood 

 Mr. Akira Iida, MIGA's Executive Vice President, presented the 
Agency's Outstanding Achievement Award to MIGA's first Vice 
President of Guarantees, Mr. Leigh P. Hollywood. The awards 
ceremony was organized on August 28, on the eve of Mr. 
Hollywood's departure from MIGA, after nine years of 
distinguished service to the Agency and the World Bank Group. 

On the occasion, Mr. Akira Iida, MIGA's Executive Vice President, 
said, "It has been a great pleasure and privilege to work with Leigh 
Hollywood. His outstanding management skills led to the 
development of a top-quality guarantee staff and his professional 
experience allowed the development of MIGA's guarantee portfolio 
into a US$2.5 billion operation and a claims-free record." 

Mr. Hollywood joined MIGA at the time of its creation in 1988.He 
brought with him a wealth of industrial and research experience as 
well as twelve years of experience in political risk insurance at the 
Overseas Private Investment Corporation. 

Under Mr. Hollywood's dynamic leadership MIGA's portfolio has 
grown from the Agency's first issued contract in FY90 to 293 
guarantee contracts issued at the end of FY97. These guarantee 
contracts have facilitated approximately US$20 billion in foreign 
direct investment into 52 developing countries. 

All his colleagues at MIGA wish him continued success in his 
future endeavors. 

 

  
 

MIGA NEWS  
would be pleased to receive queries or comments from readers about  

any matters appearing in this publication. 
 

World Wide Web: http://www.miga.org  
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