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MULTILATERAL INVESTMENT GUARANTEE AGENCY 
BILL, 1988

EXPLANATORY MEMORANDUM

Object of Bill
1. The Bill will permit ratification by Ireland of the Convention 

establishing the Multilateral Investment Guarantee Agency (MIGA) 
and will enable the State to comply with the financial and other 
obligations of membership.

Background
2. MIGA is a member of the World Bank Group which also consists 

of the World Bank itself, formally known as the International Bank 
for Reconstruction and Development, the International Development 
Association, the International Finance Corporation and the Inter
national Centre for the Settlement of Investment Disputes. Ireland 
signed the Convention establishing MIGA in September, 1986. By 12 
April, 1988, a sufficient number of instruments of ratification had 
been deposited to enable the Convention to enter into force, with 
effect from that date.

The Convention
3. The text of the Convention is set out in the Schedule to the Bill. 

Its contents are summarised in the following paragraphs.

Purpose
4. MIGA’s principal objective is to encourage foreign direct invest

ment in developing countries. To this end, it will provide foreign 
investors with financial guarantees against non-commercial risks in 
these countries, such as restrictions on currency transfers, expro
priation, breach of contract, or civil unrest. MIGA will also carry 
out appropriate complementary activities to promote the flow of 
investment to developing countries.

Membership and Capital
5. All members of the World Bank, and Switzerland, are entitled 

to subscribe to MIGA’s capital. Initially, the operations of the Agency 
will be backed by an authorised capital of $1,082 billion, 10 per cent, 
of which is payable in cash and 10 per cent, in the form of non- 
negotiable, non-interest-bearing demand notes. The remaining 80 per 
cent, of the subscribed capital will be subject to call, if needed to 
meet the obligations of the Agency. However, MIGA is expected to 
operate on a commercial basis and recourse to either the demand 
notes, or the callable capital, is not anticipated. The Agency will 
finance itself largely from premiums charged to investors seeking 
guarantees and from returns on its investments.

6. Ireland’s share allocation in MIGA is 369 shares at a total cost 
of $3,992,580, or IR£2.75 million approximately at current exchange
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rates. The paid-in element, which will be classified as Official Develop
ment Assistance and payable from Central Fund services, will be 10 
per cent, in cash (IR£0.275 million) and a further 10 per cent, in 
demand notes, to be encashed only if the Agency is unable to meet 
its obligations. Payment of our subscription will be made within ninety 
days of Ireland ratifying the Convention.

Organisation and Management
7. The Agency is managed through a Council of Governors, a 

Board of Directors and a President. Each member state is entitled to 
appoint one Governor and one Alternate Governor to the Council, 
the body in which the essential powers of the Agency are vested. The 
Board is responsible for carrying out the general operations of the 
Agency and the President, or an individual delegated to act on his 
behalf, handles its day-to-day business.

Voting Structure
8. Each member of MIGA will have 177 membership votes, plus 

one subscription vote for each share of stock held by it. There are 
two groupings of countries for the purposes of voting: Category 
I—developed countries and Category II—developing countries. It is 
the intention that each group will ultimately have equal voting power 
and, during the early years of the Agency’s existence, a system of 
supplementary votes will operate in order to protect the voting posi
tion of the minority group.

Provisions of Bill
9. Section 1 defines the terms used in the Bill. Section 2 provides 

for the approval of the terms of the Convention. Section 3 sets 
out the arrangements to be made in respect of Ireland’s financial 
relationship with the Agency. Section 4 provides that the State shall 
recognise the right of the Agency to assume the rights and claims 
against a host country of the holder of a guarantee who has been 
compensated by the Agency. Section 5 is designed to enable the 
findings of the tribunal, which may be set up to arbitrate on disputes 
arising from the operations of MIGA, to be given the force of law in 
Ireland. Section 6 contains the short title of the Bill. The Schedule 
contains the text of the Convention.

An Roinn Airgeadais, 
Deireadh Fomhair, 1988.
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