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MIGA Opens

Singapore
Office
New location to help bridge
investment gap in Asia

On September 17, 2002, MIGA officially cut the
ribbon for its new Asia regional office, located
in Singapore, with a half-day seminar attended
by more than 100 local business and govern-
ment representatives. Also in attendance were
foreign banks, companies, law firms, and agen-
cies, such as Malaysia’s export credit insurance

INVESTMENT INSURANCE MARKET
AT A CROSSROADS

Symposium Highlights
Gap between Investors 

and Insurers
With the global insurance industry hit hard by
the events of 9/11 and the Argentine crisis,
investors face a hardening of the private politi-
cal risk insurance market, with a reduction in
capacity and shorter tenors for coverage.
Meanwhile, investors that are going ahead with
projects in developing countries are demand-
ing more comprehensive insurance coverage,
greater clarity in contract wording, and gener-
ally, better terms and conditions. In this envi-
ronment of changing risk perceptions and
needs, there is scope for strengthening private-
public partnerships in the insurance industry
to help bridge the divide.

This was the key finding of a symposium
on political risk management organized by the
Multilateral Investment Guarantee Agency
(MIGA), a member of the World Bank Group,
and Georgetown University’s School of Foreign
Service. The event, held in Washington, DC, on
October 25, 2002, drew together 130 of the
world’s foremost practitioners from the public
and private political risk insurance (PRI) mar-
kets, investors, consultants, and academics.

The symposium examined the industry in
the aftermath of 9/11, the Argentine crisis, and

other events, looking at changes in capacity,
tenor and contract language, claims experi-
ence, and the role of reinsurance in shaping the
new PRI marketplace. Discussants also looked
at issues from the viewpoints of both equity
investors and lenders, focusing on topics such
as breach of contract, sub-sovereign risk, deval-
uation coverage, and waiting periods, as well as
alternative risk mitigation tools. The final panel
featured the views of brokers, consultants, and
academics on perceived gaps between
investors’ political risk insurance needs and
what insurers are currently offering, as well as
possible solutions to bridge these gaps.

“These issues are particularly pertinent to
tomorrow’s market. We need a new vision for
our industry because many of the underlying
risks have changed,” said Motomichi Ikawa,
executive vice president of MIGA, kicking off
the event. “Some types of political risks are
becoming more associated with economic
crises and less with willful political acts of gov-
ernments. Investors are questioning the effec-
tiveness of traditional political risk insurance
coverages and wanting more comprehensive
products that include some portion of com-
mercial risks.”

Facing their largest aggregate loss in his-
tory following 9/11, insurers are also being
forced to reevaluate their views of the risk asso-
ciated with foreign investment. Discussants
agreed that the result has been a significant
reduction in the amount of insurance available
to cover “risky” investments.“We are operating
in a new environment, and insurers have had to
be much more precise about the perils they are
actually prepared to cover,”said presenter Brian
Duperreault, chairman and CEO of ACE
Limited, a leading reinsurer in the market.

In particular, PRI providers are being
asked to fill in the gaps left by property/casual-
ty insurers, who are now routinely excluding
terrorism and sabotage coverage from their
policies. Since many lenders require this cover-
age as part of their loan agreements, many
political risk insurers are now seeing great

PHOTOS | Symposium participants discuss
possible solutions to mismatch between what
investors want and what insurers provide

demand for stand-alone terrorism and sabo-
tage policies, especially for projects in OECD
countries.

There were two views expressed on pric-
ing. While some said that prices have gone up
as a result of the decrease in overall insurance
capacity, others pointed out that prices need to
be competitive because of fewer good transac-
tions in the marketplace.



trips 
and

events

MIGA staff will be traveling to the following locations over the next few months. 
If you would like to meet with them, please contact Ms. Wyfield Chow at
wchow1@worldbank.org.

Nov. 21-22 Hong Kong, China Philippe Valahu, Chief, Asia Operations
Mari Kogiso, Tokyo Representative

Nov. 26-27 Bonn, Germany Monique Koning, Manager, Special Projects
Nov. 30-Dec. 8 Yaounde, Cameroon Mansour Kane, Regional Manager, Africa, Asia 

and the Middle East

Dec. 10-12 Amman, Jordan, Christophe Bellinger, Director, Europe
Dec. 12-14 Beirut, Lebanon Christophe Bellinger, Director, Europe
Dec. 15-17 Damascus, Syria Christophe Bellinger, Director, Europe
Dec. 17-19 Tehran, Iran Christophe Bellinger, Director, Europe

Since its independence more than ten years
ago, Armenia has experienced strong macro-
economic performance, with growth rates
accelerating to close to 10 percent in 2001 and
the first half of 2002. Despite this, job opportu-
nities remain stagnant and just under half the
population lives below the poverty line.

This is attributed in part to the slow
growth of new private enterprises and a lack of
restructuring of existing ones, caused by gov-
ernment interference, a shortage of necessary
skills, and investors’ perceptions of high politi-
cal risks. While Armenia itself has not suffered
from political instability, it is located in a polit-
ically unstable region, and is landlocked, with
difficult transport routes. In 2001,Armenia was
able to only attract $140 million in FDI.
Business and economic conditions, however,
have been improving recently, as reflected in
accelerated growth and an estimated reduction
in poverty.

Accordingly, one of the World Bank
Group’s primary goals for Armenia is the devel-
opment of its private sector. As a result of the
Bank’s and other partners’ help, the impact on
the ground has been considerable. The busi-
ness environment has improved, jobs have
been created, infrastructure, particularly the
road network, has been rehabilitated, and gov-
ernance is being improved.

But further improvements are needed to
make Armenia more competitive, especially

with respect to attracting foreign investment.
To address this need, the World Bank and
MIGA have teamed up to develop a long-term
capacity-building program for the Armenian
Development Agency (ADA), the agency man-
dated to promote exports from and foreign
investment into Armenia.

The undertaking, in the form of a $1 mil-
lion Learning and Innovation Loan, marks the
first time the Bank is using such a loan for FDI-
related technical assistance, and the first time
MIGA has taken a lead role in developing a loan
proposal of this type. The project aims to help
ADA become an agency with the culture and
skills needed to support and facilitate the needs
of foreign investors, complemented by an effec-
tive outreach program to promote the country’s
image and to attract investor interest.

Under the loan, MIGA is helping ADA to
develop a highly targeted investment and
export promotion strategy—providing staff
training, coaching senior management, prepar-
ing terms of reference, and designing and
developing a website and a customer-relation-
ship management system to better track the
progression of leads from inquiry to transac-
tion and post-investment assistance. Future
program components include the development
and implementation of sectoral marketing
campaigns, the creation of promotional materi-
als, and staff coaching for participation in
investment missions and fairs.
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Investor Investor Host Sector Gross
Country Country Coverage

($ m)

Société Nationale de Télécommunications du Sénégal (Sonatel) Senegal Mali Infrastructure 39.6 *
Bank Austria Creditanstalt AG Austria Romania Financial 13.9
Bank Austria Creditanstalt AG Austria Bulgaria Financial 23.3
Bank Austria Creditanstalt AG Austria Croatia Financial 121.1 *
Bank Austria Creditanstalt AG Austria Bosnia & Herzegovina Financial 4.6

* Represents more than one contract
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INVESTMENT MARKETING

Spotlight on Armenia

“This work follows up on preliminary
guidance we provided to ADA, to help the
agency create a more focused mandate, among
other things,” says John Wille, interim director
of MIGA’s Investment Marketing Services
Department. “This early assistance helped put
ADA on a sounder and more effective footing.”

For more information, contact Birgit
Braunwieser at 202.473.3075, email bbraun-
wieser@worldbank.org.



MIGA signed an agreement with the Asian
Development Bank (ADB) in Manila on
September 23, 2002, to collaborate in support-
ing foreign direct investment into Asia.

According to the Memorandum of
Understanding signed by MIGA’s Executive
Vice President Motomichi Ikawa and ADB Vice
President (Finance and Administration) John
Lintjer, the two agencies will work together to
promote economic growth and sustainable
development in Asia through closer collabora-
tion on projects and programs.

ADB and MIGA will support joint projects
in which one or both will provide investment
guarantees, in combination with ADB direct
assistance, such as loans or equity investments.
Eligible projects must be financially, technical-
ly, and environmentally sound. One such col-
laborative project, already undertaken by the
two agencies, is the Manila North Tollways
Corporation, which entails the expansion and
rehabilitation of a toll road in the Philippines.

MIGA and ADB will also work together to
increase awareness about political risk insur-

ance and guarantees in Asia. They will collabo-
rate to support private sector development in
other ways, such as providing technical assis-
tance to governments and investment promo-
tion boards.

“The signing of this memorandum, as
well as the recent opening of our regional office
in Singapore, signals our commitment to
increasing the flows of foreign investment into
the region,” said Ikawa. “By formalizing our
cooperation with ADB, we take this commit-
ment one step further.”

“This partnership creates a powerful
combination—MIGA’s experience in political
risk, and ADB’s regional expertise and
resources,” added Lintjer. “Together they
strengthen our hand for private sector develop-
ment and reducing poverty in Asia.”

The ADB, the leading multilateral devel-
opment finance institution in the Asian and
Pacific region, helps its developing member
countries through loans, grants, equity invest-
ments, and guarantees, including those cover-
ing specified non-commercial risks.
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Agency Teams Up with Asian Development
Bank to Promote 

Foreign Investment
into Asia

PHOTO | ADB and MIGA sign memorandum at
ADB headquarters in Manila. From left, Philippe
Valahu, MIGA’s manager for Asia, Motomichi
Ikawa, MIGA’s executive vice president, and
John Lintjer, ADB’s vice president, Finance and
Administration

Argentina’s economic difficulty, which
highlights the changes in underlying risks, is
having broad repercussions on the PRI indus-
try. Many participants felt it would be a test of
how effective PRI can be in the face of econom-
ic collapse. An interesting development has
been the exemption, for Berne Union members,
from the Central Bank approval of conversion
of local currency to dollars. But it is a complex
picture and the potential for inconvertibility
and expropriation claims remains.

“Argentina and a number of other claims
are testing the market, and the market will
need to respond to those that are valid if it is to

be perceived as having value by investors,” said
Julie Martin, a broker with Marsh McLennan.
“The political risk market is at a crossroads,”
she said, articulating the recurring notion that
there is a mismatch between what investors
want and what insurers are willing to provide.
This is evident in a lot of areas, including cov-
erage for currency inconvertibility, where what
many investors have really wanted is a hedge
against commercial risks, such as devaluation.

The Argentine crisis also brings into focus
the need for greater transparency and tighter
contract language. Discussants said that more
specific language would help clarify what risks
were being covered, but also pointed to the haz-
ards of limiting coverage to a few specific con-
cerns. Some argued that insurance policies had
been devised and written in a post-World War
II environment and were no longer relevant,
despite amendments.

Prescriptions to the ills facing the political
risk and insurance industry as a whole ranged
from “stay the path,” to clarifying expropriation
policies and providing a larger role for the pub-
lic sector, to urging investors to know their
insurance policies better and take on some the
risks themselves.

Symposium participants pointed to an
increasing role for the public sector in this
environment, urging it to continue taking the
lead in new product development, since it tends
to have a longer-term perspective and more
resources to devote to products that may not
appear to be commercially viable right away.
The innovation that has characterized the
industry’s explosive growth in recent years is

being threatened by a new cautiousness
brought on by global events. Public insurers,
many agreed, could and should be at the fron-
tier in terms of providing coverage for “riskier”
countries, re-examining certain coverages, such
as expropriation and inconvertibility, and
rethinking the approach to complex projects,
particularly in infrastructure, where sovereign
performance risk is perceived to be high. As
PRI capacity and tenors are reduced in the pri-
vate market, the public agencies’ role in main-
taining large per-project limits and long tenors
will be critical.

“A new distribution of risks among those
who are best positioned to shoulder them is
critical for sustaining FDI flows into developing
countries,” said Ikawa.“Redistributing the risks
will call for enhanced partnerships and collab-
oration among insurers and other risk mitiga-
tion entities.” Ikawa called on developing coun-
tries to step up their efforts to promote FDI and
minimize the risks to investors.

Overall, Ikawa said, he was pleased with
the sharing of knowledge and experience
afforded by the event: “This symposium has
played an important role in helping to broaden
understanding of investors’ needs and insurers’
ability to understand and react to those needs.
We now need to pursue the key points identi-
fied to begin to bridge the market gaps.”

From SYMPOSIUM, p. 1

PHOTO | Symposium co-organizers, Gerald
West, MIGA’s director for Policy and
Environment (left), and Theodore Moran, pro-
fessor of International Business and Finance,
School of Foreign Service, Georgetown
University

CREDITS  |  Angela Gentile
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In June 2002, less than two months after sub-
mitting a definitive guarantee application to
MIGA, Keppel Energy Pte. Ltd. of Singapore
received $130 million in guarantee coverage for
its investment of over $100 million in Nordeste
Generation Ltda. of Brazil. The MIGA guaran-
tee is for three years and protects against the
risks of transfer restriction and expropriation.
The coverage also includes protection against
the Brazilian government’s failure to honor its
payment obligation under its guarantee to the
electrical power supply contract issued in favor
of Nordeste.

Brazil was in the midst of a severe energy
crisis last year, caused by underinvestment in
new generation and transmission capacity and
a dependence on hydro-generating facilities,
which has been affected by a series of droughts
in recent years. The state of Bahia, in northeast-
ern Brazil, has been among those most severely
affected by the droughts, which have caused
serious electricity shortages.

To address these shortages, the project
will install, operate, and maintain a barge-
mounted emergency power generation facility
in Bahia. The 190MW power generating facility

will help address short-term demand until per-
manent gas-fired power projects are brought
on line and can add their energy contribution
to the national grid.

In evaluating projects in general, Keppel
Energy identifies possible risks relating to
changes in government, market structure, as
well as to possible payment, operational, and
implementation risks. (See chart.)

The company says that MIGA’s political
risk insurance is relevant in mitigating certain
types of project risks. “In the event of an
adverse government action, projects covered by
expropriation policy can continue operations,
as the policy would protect the investment’s
physical assets,” says Tan Boon Leng, general
manager of development at Keppel Energy.

Reliability of revenue payment is another
risk that MIGA’s breach of contract policy can
mitigate, Keppel Energy says. The ability to
convert local currency and transfer foreign cur-
rency for dividends and debt payment are other
considerations, which can be protected by
MIGA’s coverage against foreign repatriation.

“Through our experience, MIGA has the
ability to meet fast-track project requirements,”
says Leng. “As a member of the World Bank
Group, MIGA provides a unique benefit for
investments in developing countries.”

MIGA recently visited China and India, where
senior staff held seminars and a series of high-
level meetings to inform business and govern-
ment representatives about the agency’s guar-
antees and technical assistance services.

In late August, MIGA met with some 150
members of the Chinese and international
business communities for a day-long seminar
in Beijing. The event, co-hosted by the China
Export & Credit Insurance Corporation
(Sinosure), provided a platform for MIGA to
discuss ways in which the two agencies’ politi-
cal risk insurance programs can help investors
meet their business goals.

“China has undergone a remarkable inter-
nal economic transformation over the past 15

years, with Chinese investors moving more and
more into overseas markets,” said MIGA’s
Executive Vice President, Motomichi Ikawa, at
the seminar. “But investing abroad comes with
risks. MIGA and Sinosure can play an impor-
tant role in mitigating noncommercial risks.”

In addition to MIGA’s presentation, the
seminar featured talks by the State
Development Planning Commission, the
Ministry of Finance, Sinosure, and the China
National Chemical Engineering (Group) Corp.
Topics centered on the status of overseas invest-
ment in China, the country’s strategy for
encouraging domestic companies to expand
abroad, and how Chinese enterprises can use
Sinosure and MIGA’s investment insurance to
make the most of overseas markets.

MIGA and Sinosure signed a memoran-
dum of understanding nearly two years ago to
work together to facilitate Chinese investments
into emerging economies. The seminar is a
concrete result of the cooperation between the
two organizations.“I hope it will be only one of
many future efforts to work together as we
jointly help Chinese companies compete in the
global marketplace,” said Ikawa.

A concurrent visit to India resulted in a
series of meetings in Bombay and Delhi, where
staff co-hosted a seminar organized by the
Export Credit Guarantee Corporation of India,
took part in a number of workshops organized
by KPMG, and held one-on-one meetings with

major industrial groups. Discussions were
focused, as investors had specific deals in mind
and were interested in fully understanding how
MIGA’s products could mitigate their risks.

“There is good potential for MIGA to
insure Indian outbound investments,” says
Moina Varkie, MIGA’s chief of Corporate
Relations, who led the visit.“Indian companies
are increasingly looking for overseas opportu-
nities, especially as they will face more compet-
itive pressures post-2005, following the imple-
mentation of India’s WTO commitments.”

Investors expressed interest in taking
their business to China, Africa, the “Stans,” and
Latin America. In addition to the private sector,
several of the majority state-owned enterprises
are actively looking to invest overseas and have
expressed a strong interest in working 
with MIGA.

Agency Reaches Out to 

China and India

Guarantee Helps Singaporean Power Provider Set Up

Power Barges in Brazil

POLITICAL RISKS

Government Agency

Project Company

Financing Institution Offshore Shareholders

Project
Revenue

Breach of 
Contract Risk

Confiscation, Expropriation
and Nationalization Risks

Currency Inconvertibility
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Association). MIGA covered 14 such projects in
the past fiscal year.

Yet this is not a role MIGA plays on its
own. Rather, the agency is firmly rooted in the
idea that the more it partners with other insur-
ers, the stronger it, and the industry, becomes.
Last year alone, MIGA signed cooperation
agreements with 12 new partners, bringing the
total number of official partners to 30. By part-
nering with national agencies, MIGA is often
able to increase the amount of coverage that
can be offered, and can play a critical role in
encouraging insurers to support investments in
new markets. The same is true of private insur-
ers, which may have seen a decrease in their
overall capacity and terms over the past year.

For example, MIGA’s Cooperative
Underwriting Program has catalyzed $661 mil-
lion in capacity since its inception in 1999,
including $136.6 million in private capacity
mobilized in fiscal 2002. Gubbins, again com-
menting in the Berne Union Yearbook, cites
MIGA’s Cooperative Underwriting Program as

markets, underscoring the cyclical role of the
marketplace. The tighter general conditions
mean a renewed emphasis on public providers.

According to the Berne Union’s 2003
Yearbook, official insurers are clearly beginning
to lead the market again. “Over the last five
years or so, commercial insurers have provided
new products with capacity and tenor that
offered a viable alternative to public sector
insurance, especially for banks seeking project
finance support,” says Mark Gubbins, a director
at a London-based brokerage First City Trade
and Political Risks.“Now there is a trend to say
that export credit agencies have their role back,
as only a handful of private sector underwrit-
ers…can now offer investors substantial
capacity and 7-10 year tenors.”

MIGA is a case-in-point. The agency’s
counter-cyclical role in difficult investment
environments encourages lenders and insurers
to venture into markets where they may not
otherwise feel comfortable, to ensure that for-
eign investment benefits those who need it

Reading the tea leaves of foreign direct invest-
ment is not an easy task, especially when a
“crack in the porcelain cup” can tip projections
in unexpected ways. Despite these complexi-
ties, most would agree that given the global
economic slowdown, corporate governance
issues, and political uncertainty, the months
ahead will likely see continued retrenchment
and repositioning of overseas investment port-
folios—including in developing countries. This
is the key finding of a number of new reports
recently issued by groups that track and assess
flows of foreign direct investment.

In its recently released annual report, the
United Nations Conference on Trade and
Development noted a 50 percent drop in global
FDI in 2001, from $1,600 billion to $700 billion,
the largest drop registered in 30 years.
Developed countries fared worse than develop-
ing countries, UNCTAD said, registering a 59
percent decline in FDI compared with 14 per-
cent for developing countries. A further decline
is expected this year.

A.T. Kearney’s FDI Confidence Index also
expects continuing declines in foreign direct
investment in 2002, but says the downturn does
not necessarily presage a permanent shift in
investor habits or structural change in the glob-
al economy. Rather, it more likely represents the
start of a period of corporate retrenchment and
repositioning following the boom of the 1990s.

According to the Institute of International
Finance, “the overall risk appetite of investors
has waned in recent months and capital flows
to emerging markets in general have slowed.”
As a result, net private capital flows are expect-
ed to decrease slightly in 2002, from $126 bil-
lion last year to about $123 billion.As a share of
emerging market GDP, these flows have
declined from nearly 4 percent in 1992 to just
an estimated 2 percent in 2002. The institute
does project a modest pickup in private capital
flows for 2003, however, assuming global eco-
nomic recovery.

The findings are consistent with MIGA’s
experience over the past fiscal year. The eco-
nomic and political environment led to a
decline in the volume of guarantees MIGA
underwrote. Although deals around the world
took longer to close, MIGA saw an increase in
the levels of both inquiries and applications
for guarantees, demonstrating the special
assurance that investors are seeking as
they venture into emerging markets.
At the same time, the events of the
last year have led to a tightening
in the political risk reinsurance

PLAYING A COUNTER-CYCLICAL ROLE IN A

Difficult Environment

MIGA’s counter-cyclical role in difficult investment environments encour-
ages lenders and insurers to venture into markets where they may not
otherwise feel comfortable, to ensure that foreign investment benefits
those who need it most. 
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most. MIGA’s guarantees help skittish investors
face the political risks they see as preventing
them from going ahead with their investments,
while making deals more attractive to finan-
ciers and even helping to extend the amount
and tenor of some loans.

The result? Since its inception 14 years
ago, MIGA has issued more than 600 guaran-
tees in 82 countries, for a total of $11 billion in
coverage, bringing the estimated amount of
FDI facilitated to more than $47 billion. The
agency has an outstanding portfolio of guaran-
tees worth $1.5 billion in 33 of the world’s
poorest countries (those eligible for zero-inter-
est loans from the International Development

“a shining example” of being able to boost proj-
ect capacity by drawing in private underwriters
alongside MIGA, and “an extremely successful
product.”

Facultative reinsurance is another way
MIGA mobilizes additional capacity, working
with both public and private insurers on a proj-
ect-by-project basis to leverage its capacity to
support investments in emerging economies.
Since its inception, MIGA has mobilized $1.17
billion in cumulative capacity.

Above all, when the going gets rough,
MIGA can play a powerful counter-cyclical role,
helping developing countries compete for
increasingly scarce FDI by removing political
risks from the investment equation.



When Mozambique gained independence from Portugal in 1975, its economy was

agriculture-based, with very little industrial development. For more than 17 years,

a prolonged civil war raged in the country, home to 17.6 million inhabitants in

southeastern Africa. Two decades of conflict had taken their toll, leaving

Mozambique one of the poorest, most debt-ridden countries on earth. 
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Starting in 1987, the country embarked on a
massive economic reform and privatization
program, considered the most active in Africa.
Peace and political stability have reigned for
the past decade, and the country is now consid-
ered a post-conflict “graduate.”

Since 1997, MIGA has issued guarantees
for seven projects in Mozambique, totaling
$190 million in coverage. Today, Mozambique
ranks ninth in terms of outstanding coverage.
MIGA is guaranteeing projects in an array of
sectors, including a project that is rehabilitat-
ing the country’s largest sugar estate, seen as
key to supporting the country’s reconstruc-
tion.

Amid these changes is a single project
that is having a remarkable impact on many
fronts, putting Mozambique on the map for
other investors and helping to kick-start the
emerging economy. Launched in 1997, a $1.3
billion aluminum smelter, called Mozal, is the
largest foreign investment in Mozambique’s
history and one of the three lowest-cost pro-
ducers of aluminum in the world. MIGA is pro-
viding $40 million in coverage for loan guar-
anties issued by the Industrial Development
Corporation of South Africa (IDC).

The project is a joint venture of IDC, BHP
Billiton, a British company, Japan’s Mitsubishi
Corporation and the government of
Mozambique. Mozal currently produces
250,000 tons of aluminum ingots a year, main-
ly for export, and is being expanded to increase
production to 500,000 tons. When the current
expansion phase is completed, expected by
2003, Mozal will be one of the largest alu-
minum smelters in the world.

Three years after providing the Mozal
guarantee, MIGA extended $70 million in guar-
antee coverage to Eskom, South Africa’s elec-
tricity company, for new electricity distribution
facilities that provide the critical energy supply
to the Mozal facility. In addition to supplying
the cheap and sustainable power Mozal needs
to operate, the investment also benefits the
people living in southern Mozambique, South
Africa, and Swaziland, by providing low-cost,
reliable power 24 hours a day.

In both projects, MIGA guarantees are
protecting the investors against the risks of
expropriation and war and civil disturbance.
MIGA is not the only agency of the World Bank
Group to have supported Mozal. The project is a
true showcase of positive synergies among the
World Bank Group agencies. The International
Financial Corporation has contributed $145
million in loans to Mozal, its largest investment
to date.

Perhaps the project’s biggest impact is its
“demonstration effect”—showing other for-
eign investors that a mega project could be suc-
cessfully undertaken in the post-conflict envi-
ronment of Mozambique, and giving the coun-
try credibility as an investment destination.
Several new jumbo deals (over $1 billion)
involving foreign investors are now under
active consideration. The project has also
played an important role in creating a blueprint
for assessing and processing FDI proposals,
strengthening the government’s capacity and
nudging it to develop a more responsive regula-
tory framework and investment climate.

The Mozal project has had an important
regional impact, enhancing the viability of the
Maputo corridor, promoting regional trade
integration, increasing traffic through ports,
and benefiting the South African economy
through exports, jobs, and government tax rev-
enues.

The project contributed an estimated 10
percent to Mozambique’s GDP growth in 2001.
It employed 9,000 employees, mostly
Mozambican, for the first part of construction
and is employing 6,000 for the second part.
Once construction is done, Mozal will provide
jobs for about 860 permanent staff, primarily
local, with another 4,000 jobs to be created in
related industries.

Mozal also paved the way for improve-
ments in investment legislation, the creation
of incentive regimes for different industries,
and even the creation of labor organizations.
Because there had never been an investment
of this size, various ministries would meet
regularly to address impediments as they
came up.

“We’re profoundly changing how busi-
ness is done here. This project is in many ways
serving as a model for other investors.
Everyone is watching what happens,” says
Eddy Kenter, Mozal’s manager for Finance and
Administration.

Mozal is also a leader when it comes to
strong corporate citizenship. Through a special

ENCOURAGING
FDI into
Mozambique

PHOTOS  |  Clockwise, top left, student in
school supported by Mozal Trust; Eskom power
plant; workers spraying mosquito-infested
areas; and aerial view of aluminum smelter

CREDITS | Federica Dal Bono and Mozal
archives
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trust fund—the Mozal Community Develop-
ment Trust—the company supports communi-
ties living around the smelter. So far, about
17,000 people have been impacted by the trust’s
activities. The trust involves all relevant stake-
holders, from local and national government to
NGOs, and from private sector partners to local
communities representatives.

The trust’s activities are in community
infrastructure, education and training, health
and environment, including the provision of
clean water, small business development, and
sports and culture. It is developing prevention
and awareness programs to fight two of
Mozambique’s major plights, AIDS and malar-
ia, which pose serious economic threats due to
loss of worker productivity and deterrence to
foreign investment.

Mozambique ranks eighth in the world in
terms of HIV infection, with 14 percent of the
population infected with the virus. “Education
is the first step in the fight against AIDS,” says
Birgit Holm, director of ADPP, a Danish NGO
that is working with the trust. “We have been
distributing pamphlets with information on
HIV prevention and transmission and we now
see a difference in how people react to informa-
tion about AIDS.”

The trust also supports the government’s
efforts to prevent malaria by sponsoring a vari-
ety of activities, including spraying houses with
insecticides and providing bed nets to local

residents. “Malaria is epidemic in
Mozambique,” says Elisabeth Street, with the
Malaria Research Program of the Medical
Research Council of Mozambique, another pro-
gram that is working with the trust. “Last year
the spraying campaign financed by Mozal
helped protect more than 25,000 families living
in the [project] area. Since Mozal came on
board in 2001, we have seen a 40 percent reduc-
tion in malaria cases.”

A number of important civil works in and
around the project area have also been realized
because of Mozal, such as the building of access
roads and bridges, telecommunications sys-
tems, an industrial park, and a wastewater
treatment plant. The works include the expan-
sion and upgrading of two elementary schools,
installation and maintenance of potable water
tanks, expansion and upgrading of a health
clinic, and construction of two sport centers
and a police station.

“Mozal’s shareholders believe that the
measure of a successful project should go
beyond world-class construction and opera-
tional performance, to include world-class
environmental and social ethical performance,”
says Alcido Mausse, director of the trust.

The Democratic Republic of Timor-Leste and
Rwanda officially joined MIGA in the past
quarter, bringing the agency’s membership
totals to 159.

Timor-Leste became a full member of
MIGA on July 24, 2002. Signing on behalf of his
country was Prime Minister Mari Alkatiri,
accompanied by the Minister of Planning and
Finance, Maria Madalena Boavida, and Ismaila
Ceesay, a UN official working with the finance
ministry.

While Timor-Leste (previously known as
East Timor) has taken great strides in its recon-
struction and political transition since 1999,
more than two in five residents live below the
national poverty line, making the challenges
ahead immense.

“We’re happy to have this opportunity to
develop a relationship with MIGA,” Prime
Minister Alkatiri told MIGA News, to not only
guarantee investments going into Timor-Leste,
but also to help encourage investors to take
their business to his country. He noted that
tourism and the environment are two specific
areas in which he will be seeking the 
agency’s help.

“We at MIGA are delighted to see Timor-
Leste’s membership materialize so fast,” said

MIGA’s Executive Vice President, Motomichi
Ikawa.“Post-conflict countries are a priority for
MIGA. We are eager to facilitate investment in
many areas, including tourism and telecommu-
nications, and stand at the ready to provide
technical assistance in the area of institution
building to help the country attract foreign
investment.”

In addition to becoming a member of
MIGA, the country joined the IBRD, IDA, and
the International Centre for the Settlement of
Investment Disputes (ICSID). Timor-Leste also
became a member of the International
Monetary Fund. The new country is expected
to soon become a member of IFC.

On September 27, 2002, Rwanda joined
Timor-Leste to become a full member of MIGA
with the completion of its membership require-
ments, begun 13 years earlier, including pay-
ment of the local currency portion of the initial
capital subscription and deposit of the promis-
sory note. The membership was followed by
Rwanda’s election to MIGA’s Board of Directors
during the World Bank/IMF annual meetings
held in Washington.

Prosper Musafiri, Rwanda’s director of
Macroeconomics at the Ministry of Finance
and Economic Planning, helped complete the
bilateral agreements that MIGA negotiates with
all its member countries. These agreements
offer legal protection and facilitate the agency’s
guarantee operations.

With a GNP of just $250 per person,
Rwanda is one of the world’s poorest countries.
Decades of conflict left the country virtually

crippled, both socially and economically. Since
1994, the country has seen increasing stability
and economic growth, thanks to a number of
peace agreements and a series of reforms
focused on the exchange and trade regime, pri-
vatization of state-owned enterprises, public
administration, budget and financial manage-
ment, and private sector development.

“Rwanda is making some good headway
on a number of fronts,” said Motomichi Ikawa,
head of MIGA.“I am very pleased that we are in
a position to begin offering guarantees to busi-
nesses that would like to tap the many invest-
ment opportunities that exist in Rwanda and to
help the country continue on its path of peace
and economic growth.”

Timor-Leste and Rwanda

Join MIGA

PHOTO | Timor-Leste’s Prime Minister Mari
Alkatiri finalizes his country’s requirements for
full MIGA membership
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FDI Xchange (www.fdixchange.com), a free
email alert service that provides up-to-the-
minute information on new foreign direct
investment opportunities and country analysis,
is MIGA’s latest electronic product offering.
Launched in April of this year, FDI Xchange
helps investors keep abreast of market research
and business environment analysis with the
touch of a button.

You and your colleagues can begin receiv-
ing the updates by completing a simple three-
step registration process on the FDI Xchange
website, detailing your areas of interest by sec-
tor, region, and topic.You will then receive peri-
odic, customized emails containing a summary
of new information and analysis—with hyper-
links to the full text.You will also have access to
a web-based archive of information previously
delivered.

Since it was launched six months ago, FDI
Xchange has signed up a network of more than
50 content providers, including investment pro-
motion and privatization agencies, as well as
private business and government information
providers that specialize in emerging markets.
As a project finance professional, you rely on
timely information. Let FDI Xchange help you
gain easy access to the information resources
relevant to your emerging market investment
activities.

For more information, contact Stephan
Dreyhaupt at sdreyhaupt@worldbank.org.

Need information on FDI opportunities? 

We’ve got it.

agency. The new office will take aim at increas-
ing the agency’s guarantees portfolio in Asia.

Speaking at the opening, Motomichi
Ikawa, MIGA’s executive vice president, said
that “while foreign investment into Asia has
once again reached pre-crisis levels, the recov-
ery has been unbalanced. Some countries have
recovered fully, while others continue to see a
slump in foreign investment, leaving many
business opportunities untapped.”

Also present at the office launch was
Philippe Valahu, the agency’s manager of Asia
operations, who will head the office. He said:
“MIGA can play a strong counter-cyclical role
in environments such as this, encouraging
lenders and insurers to venture into markets

where they may not otherwise feel comfortable.
The agency’s decision to open a regional office
in Singapore is a further reflection of our
strong commitment to facilitate investment
into all countries of the region, especially those
that are now missing out, as well as to support
regional investors to extend their reach 
elsewhere.”

Panelists at the seminar included Lee Yi
Shyan, CEO of International Enterprise
Singapore, Woo Chull Chung, Director, Office of
Cofinancing Operations, the Asian
Development Bank, and senior officials from
the Ministry of Foreign Affairs and from
Keppel Energy. The event focused on macro-
economic trends and potential risks in the
region, and ways MIGA and other private and
public institutions can help investors feel more

comfortable about taking their investments
into markets they perceive to be risky.

“Recent events have shown that it is
essential for Singaporean players in the infra-
structure services sector, with long-term and
heavy investments overseas, to have access to
risk mitigation products and services,” said
International Enterprise Singapore, which co-
hosted the event. “The MIGA office in
Singapore is significant as it enables our players
to be more aware and more receptive of using
mitigation tools such as political risk insurance
when venturing overseas. MIGA’s presence in
Singapore also reinforces the country’s status
as an insurance hub for regional risk 
management.”

Over the past 12 years, MIGA has offered
$1.2 billion in gross coverage for 69 projects in
11 Asian countries. These guarantees have
facilitated about $8.5 billion in additional FDI.
The region currently accounts for 10 percent of
MIGA’s outstanding portfolio. Projects encom-
pass a range of sectors, with the portfolio con-
centrated on infrastructure projects. The
agency has supported projects in a wide range
of countries, such as China, Nepal, Pakistan,
Bangladesh, Indonesia, and Papua New Guinea.
(See related story on Keppel Fels, p. 4.)

“Our Singapore office should help make
all of our services more available to Asian
investors,” said Ikawa. “We will work closely
with our partners, including IE Singapore,
ECICS, and the Asian Development Bank, to
mobilize additional insurance capacity 
for Asia.”

PHOTO  |  Philippe Valahu, MIGA’s new man-
ager for Asia

CREDIT | Suzanne Pelland
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European investors account for more than half
of all foreign direct investment in developing
countries, according to the 2002 World
Investment Report. With this in mind, the
Private Sector Liaison Network was launched in
January 1999 to strengthen the relationship
between the World Bank Group and the private
sector in Europe.

There are currently 11 private sector liai-
son officers (PSLOs), located in Austria,
Belgium, Denmark, Finland, France, Greece,
Iceland, Italy, the Netherlands, Portugal, and
Switzerland. The PSLOs are based in their
home countries and financed by local private
sector intermediary organizations, such as
chambers of commerce, export organizations
or business associations.

“The liaison officers operate as strategic
local ‘door-openers’ to bring the Bank closer to
companies in Europe and to bring companies
in Europe closer to the Bank,”says Gilles Garcia,
an external affairs counselor who oversees the
network. “They help disseminate information
about the World Bank Group by organizing
local events or facilitating contacts between
local companies and us.” Their presence in the
field also allows them to foster a closer strategic
dialogue between the private sector and the
Bank Group on issues of interest to developing
countries.

The network is essentially comprised of
staff with private sector backgrounds and an
intimate knowledge of specific sectors.“Most of
us focus on small and medium-size enterpris-
es, with special attention to how they can con-
tribute to development,” says Mike
Timmermans, a PSLO based in the
Netherlands.“We offer the added knowledge of

our home country’s development and export
subsidy strategies. We can put it all in context.”
The focus on SMEs is natural, Timmermans
says, because European markets are small and
SMEs have to look elsewhere to grow. “We
remove obstacles for European SMEs to be
engaged in developing countries, and to create
partnerships between the countries,” he says.

On a day-to-day basis, the PSLOs help
local companies on three major fronts: issues
related to the World Bank’s procurement proce-
dures, MIGA guarantees, and project financing
with the IFC. Since starting a year ago,
Timmermans says he has helped more than 80
companies.

“For procurement issues, we give concrete
information to help companies find the right
World Bank contacts,” Timmermans says.
“Larger companies have staff to do this, but
smaller companies don’t. We are not the
experts, but we can provide information on
policies and procedures, and guide companies
through the process.”

The PSLOs also help spread the word
about MIGA by disseminating information on
the agency’s services and organizing investor
seminars focused on political risk insurance.
Timmermans has organized a few such events,
pulling together industry representatives,
including the Dutch public risk insurer, NCM,
and structured trade finance staff from ABN-
AMRO, in addition to MIGA clients. “Hearing
first-hand the experiences of business col-
leagues is a very important way to learn some
concrete ‘dos and don’ts’,” Timmermans says,
who adds that several preliminary guarantee
applications have been submitted as a result of
recent outreach.

For the IFC, the PSLOs help companies
prepare investment proposals. Timmermans
also rolls up his sleeves to help prepare short-
lists for potential consultants for various IFC
projects, such as a wind technology project in
Brazil and a tomato paste factory in China.

“With its broad geographical coverage, the
network is playing an increasingly important
role in bringing the World Bank Group closer to
its stakeholders,” says Garcia.
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Field-Based Network Opens Doors for

European Investors

AUSTRIA
Josef Hofer
WKO-Austrian Economic Chamber
Wiedner Haupstrasse 63
A-1045 Vienna (Austria) 
josef.hofer@wko.at
t. (43-1) 501 05 43 43
f. (43-1) 501 05 143 43

BELGIUM
Johan Malin
OBCE-Office Belge du Commerce
Exterieur
Federal Trade Point Brussels
Boulevard du Roi Albert II, 30
B-1000 Brussels (Belgium)
jmalin@obcebdbh.be
t. (32-2) 206 37 73
f. (32-2) 203 18 12

DENMARK
Rasoul Mikkelsen
DTC-Danish Trade Council
Danish Ministry of Foreign Affairs
2, Asiatisk Plads
1448 Copenhagen (Denmark) 
rasmik@um.dk
t. (45) 339 21 354
f. (45) 339 21 394

FINLAND
Tero Lausala
FINPRO
Project Advisory Services
Arkadiankatu 2, P.O. Box 908
00101 Helsinki (Finland) 
tero.lausala@finpro.fi 
t. (358) 204 69 53 75
f. (358) 204 69 53 21

FRANCE
Isabelle Raux
CFCE-French Center of Foreign Trade
10, Avenue d’Iena
75116 Paris (France)
isabelle.raux@cfce.fr
t. (33-1) 40 73 35 29
f. (33-1) 40 73 30 60

GREECE
Theologia Voulgari
DIPEK-InterBalkan and Black Sea
Business Center
Helexpo, Stand 15
54 636 Thessaloniki (Greece)
theovoul@dipek.gr
t. (30-31) 0 282 313 or 286 032
f. (30-31) 0 287 333

ICELAND
Audbjorg Halldorsdottir
OBS-Overseas Business Services
Ministry for Foreign Affairs and
External Trade
Raudararstig 25
IS-150 Reykjavic (Iceland)
audbjorg.halldorsdottir@utn.stjr.is
t. (354) 56 09 951
f. (354) 56 24 878

ITALY
Giorgio Ambrosetti
PROMOS/CCI-Chamber of Commerce
of Milan 
Via Camperio 1
20123 Milan (Italy)
ambrosetti@mi.camcom.it
t. (39-02) 85 15 53 20
f. (39-02) 85 15 53 94

NETHERLANDS
Mike Timmermans
EVD-Netherlands Foreign Trade
Agency
Bezuidenhoutseweg 181
P.O. Box 20105
2500 EC The Hague (Netherlands)
Timmermans@evd.nl
t. (31-70) 77 88 330
f. (31-70) 77 88 252

PORTUGAL
Rui Cordovil
ICEP-Investimentos, Comercio e
Turismo de Portugal
Direccao de Comercio e
Internacionalizacao (DCOI)
AV.5 de Outubro, 101
1050-051 Lisbon (Portugal) 
rui.cordovil@icep.pt
t. (351-21) 790 94 44
f. (351-21) 794 08 26

SWITZERLAND
Stephane Tomagian
SOFI-Swiss Organization for
Facilitating Investments
Stauffacherstrasse 45
CH-8026 Zurich 4 (Switzerland)
Tomagian_Stephane@Sofi.ch
t. (41-1) 24 92 991
f. (41-1) 24 93 133

P R I V A T E  S E C T O R  L I A I S O N  N E T W O R K

PHOTO  |  Mike Timmermans, PSLO from the
Netherlands

CREDIT |  Sarief Mesir



Mali
Senegalese investor to 
provide much-needed 
telephone service

MIGA issued guarantee coverage to Société
Nationale de Télécommunications du Sénégal
(Sonatel), a Senegalese company, for its $18
million equity investment in Ikatel SA of Mali.
The 15-year coverage provides protection
against the risks of expropriation, war and civil
disturbance, and breach of contract. MIGA is
also providing coverage for an eight-month
bridge loan of $26 million. The guarantees total
$44 million.

Mali is one of the world’s poorest coun-
tries, ranked 153 out of 162 countries in the
2001 Human Development Index. A landlocked
country, more than half of which is desert, Mali
has limited natural resources and tends to 
rely on two volatile commodities, cotton and 
gold, for export income. The country’s low 
rate of teledensity has adversely affected 
economic growth.

The project will help provide various
telecommunications services, including fixed
lines, wireless, Internet, and satellite communi
cation services, as well as public pay phones. It
will also establish the country’s first fully digi-
tal GSM cellular network, which is expected to
improve the quality and efficiency of mobile
phones.

Ikatel aims to reach 250,000 subscribers
through the project over the next nine years.
The undertaking is consonant with Mali’s
development goals, as well as the World Bank
Group’s Country Assistance Strategy, which
advocates increased private sector participa-
tion in key sectors, such as telecommunica-
tions.

The project  represents one of the largest
foreign investments in Mali and is expected to
offer many development benefits. It will spur
the growth of several industries, including
small businesses and microenterprises, many
of which will provide phone services to those
who cannot afford a phone. Consumers will
benefit from the diversity of service offerings

prices, and know-how and technical improve-
ments. SMEs will receive a critical boost
through improved access to financing, as will
Croatian export-earning companies. It will
continue to support local community activities
such as SOS Children’s Village, and other
humanitarian efforts, as well as participate in
diverse cultural projects in cooperation with
Bank Austria.

Bulgaria
Guarantee supports bank
expansion

MIGA recently provided Bank Austria
Creditanstalt AG with a EUR23.8 million guar-
antee for its EUR25 million shareholder loan to
HVB Bank Bulgaria EAD. The loan will allow
HVB Bulgaria to further expand the financing
it provides to Bulgarian companies. MIGA’s
coverage is for a period of up to eight years and
provides protection against the risk of transfer
restriction.

The project is consistent with Bulgaria’s
broader development strategy, supported by
the World Bank Group, which focuses on the
promotion of competitive private sector-led
growth. MIGA’s support will help HVB Bulgaria
provide additional medium-term financing to
businesses, especially small and medium-size
enterprises (SMEs). The increased availability
of funds with longer tenors is expected to have
a positive impact on the financial sector as well,
and will generate competitive loan pricing and
terms for Bulgarian companies in addition to
improving SMEs’ access to financing.

At year end, HVB Bulgaria will merge with
Biochim, Bulgaria’s fourth largest bank, which
was acquired by Bank Austria Creditanstalt in
October 2002. As a subsidiary of the leading
Austrian bank, the bank expects to play a lead-
ing role in the ongoing process of privatization
in Bulgaria, providing know-how, technical
solutions, and new products to the market.
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and lower costs. The project will also generate
government revenues in the form of taxes and
fees, including a $44 million license fee, which
has already been paid. Ikatel plans to directly
employ some 200 local staff and should indi-
rectly generate thousands of additional jobs.
Other benefits include staff training and a pro-
gram that involves building affordable housing
for employees. The project will also help pro-
vide new technology to schools, in addition to
contributing to local charities and sponsoring
regional cultural and sports events.

Croatia
Bank expansion to bolster
country’s financial sector

MIGA has provided Bank Austria Creditanstalt
AG with a guarantee covering its EUR65 mil-
lion shareholder loan to HVB Bank Croatia d.d.
The guarantee, for EUR61.8 million, provides
coverage against the risk of transfer restriction
for a period of up to 10 years. The project will
allow HVB Croatia to further expand its in-
country operations, focusing mainly on financ-
ing small and medium-size enterprises (SMEs)
and on-lending for projects in the energy and
food industry sectors, among others. Through
its upcoming merger with Splitska Banka, the
bank is expected to play an even more impor-
tant role in the financial sector as the country’s
third largest bank.

The project complements the World Bank
Group’s country assistance strategy, which is to
help Croatia achieve economic growth by
improving the environment and incentives for
attracting financial flows, particularly private
and foreign direct investment. To do so, the
Bank’s efforts are focused on SMEs, improving
access to housing finance, encouraging con-
tractual savings, and promoting infrastructure
investments. This follows a number of years of
lending for infrastructure and related sector
reforms, focused on addressing the country’s
post-war reconstruction needs.

The project, supported by MIGA, is
expected to yield a number of developmental
benefits. MIGA’s coverage will allow the bank to
increase lending, particularly medium-term
financing for productive investments, encour-
aging competitive pricing and better terms for
loans. The project will also introduce new
products, more efficient services at competitive
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C O N T A C T M I G A C O N T A C T M I G A C O N T A C T M I G A

Despite the challenges of the past year, MIGA
issued $1.4 billion in guarantee coverage for 33
projects in 24 developing countries, according
to the agency’s newly released annual report.
This brings the estimated total of FDI facilitat-
ed in fiscal 2002, which ended on June 30, to
$4.7 billion. The results reflect strong progress
on the agency’s priorities, which include sup-
port for foreign direct investments in the
world’s poorest countries, including Africa,
among developing countries, and in small and
medium-size enterprises.

This year’s report showcases the agency’s
work in supporting basic infrastructure,
rebuilding conflict-affected countries, encour-

aging cross-border investment among develop-
ing countries, and strengthening institutional
capacity, and reports on the agency’s technical
assistance and legal activities as well.

To order a free copy of the report, contact
Ms. Wyfield Chow, 1818 H Street, NW,
Washington, DC 20433, t. 202.458.9595, or
email wchow1@worldbank.org.

Hot Off the Press

MIGA’s 2002 Annual Report
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