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Average time (start to finish):
Between 3 - 7 months from the time an initial summary of the project (frequently referred to as a Concept Paper) is done to the obligation of funds. 

Resources needed for DCA implementation:
One staff member - (FSO, PSC or FSN) with knowledge of the project being funded through the guarantee, as the point of contact between USAID and the bank or financial institution. 

Mission Controller – at obligation and for monitoring of loan payments under coverage once the guarantee is in place.
The ODC is happy to help any Mission assess the feasibility of a project using DCA.  The ODC will work from Washington and on TDY to familiarize the Mission with DCA. Bank training is offered to support the implementation and management of these credit programs. DCA is an excellent complement to mission technical assistance and provides a strong demonstration effect in support of the mission’s strategic objectives.
DCA External website:
http://www.usaid.gov/our_work/economic_growth_and_trade/development_credit/index.html

[image: image7.emf]       

DCA Activities by Sector

FY99 – FY03


[image: image2]

USAID’s internal website for the ODC/DCA:   http://inside.usaid.gov/EGAT/off-dc/index.html
         A Mission Tool for Mobilizing Capital





The growth of any private enterprise is based largely on its ability to access local capital.  In most developing countries such access is limited at best and frequently unavailable. Credit guarantees offer several distinct and attractive advantages:





Access to local private capital – there are large reserves of untapped capital in developing countries and financial institutions, which presently are not available to certain sectors and markets. The use of credit guarantees can provide the security to make that capital available for projects that develop key sectors and financial markets. 


Risk is shared to encourage lending – USAID credit guarantees cover up to 50% of a lender’s risk when providing financing. 


Mobilization of local private capital – credit guarantees encourage local market participants to utilize private capital to develop activities that may otherwise be cost-prohibitive or infeasible due to lack of access to financial markets or resistance in lending by financial institutions. 


The “Demonstration Effect” – by providing local financial institutions with guarantees, the resulting access to credit can demonstrate that new markets are viable and profitable.


Agency resources maximized - USAID can leverage on average 35 times the per-dollar-impact by using credit to finance development activities. 





The Office of Development Credit (ODC) supports the development, implementation and monitoring of Development Credit Authority (DCA).�


What is the Development Credit Authority?


DCA is a tool that provides USAID Missions with the authority to issue loan guarantees to private lenders, particularly for local currency loans. 





How does DCA work?


These guarantees cover up to 50 percent of the risk financial institutions bear in lending to projects that advance USAID’s development objectives. DCA can leverage a Mission’s budget because it has a much larger financial impact compared to a grant for the amount of budgetary funds committed.  There is a learning curve in using a new tool like DCA, but once you’ve done it once or twice, it is a great way to encourage lending with little cost to the Mission.





Conditions necessary:


The operations must generate revenue,


The business/es must be creditworthy and non-sovereign, and 


USAID must be the guarantor of last resort, in other words, the project would not be funded without use of a guarantee. What market imperfection is addressed? 





USAID/Bangladesh’s Mission Director signs a USAID Credit Guarantee with Prime Bank’s managing director, Shah Md. Nurual Alam.





Local media covers the signing of a USAID credit guarantee for water projects with USAID/Egypt’s Director Kenneth Ellis (seated in foreground) and the Minister of the Environment, seated to his left.





Who to contact:  202-712-(ext.)��ODC Director - John Wasielewski 5058


AFR – Jeremy Hagger  	4923


ANE – Gabriel Grau  	0459


E&E – Sandy Goshgarian  	0382


LAC – Alison Eskesen  	5323





DCA internal website:� HYPERLINK "http://inside.usaid.gov/EGAT/off-dc/index.html" \t "_blank" ��


� HYPERLINK "http://inside.usaid.gov/EGAT/off-dc/index.html" \t "_blank" �http://inside.usaid.gov/EGAT/off-dc/index.html�





Energy Project - Bangladesh


Prime Bank Ltd.  $1.5 million


�This loan portfolio guaranteed fund provides capital for businesses to set up operations that will increase the use of clean natural gas (CNG), as a alternative vehicle fuel for the transportation sector. Businesses include, but are not limited to, the importation and installation of CNG refueling stations, the establishment of CNG workshops, and the importation of CNG conversion kits to convert vehicles running on liquid fuel to CNG.





The fund is expected to provide debt financing for capital investment in the CNG sector to supplement equity from private entrepreneurs. Prime Bank Ltd. will administer the credit financing out of this fund up to $1.5 million. DCA supports 50% of the total principal debt facility of the bank’s loan portfolio for CNG businesses.  This guarantee will aid the mission’s objective to improve the air quality of Dhaka City and economic growth in this sector.








� EMBED MSGraph.Chart.8 \s ���





16.0%





14.0%





7.9%





18.8%





11.2%





28.4%





1.2%





0.1%





0.1%





2.3%





Housing





SME





Agriculture





Infrastructure





Water





Micro





Energy





Environment





Health





Education










_1126621420

