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Development Credit Authority 

Objective: To promote private-sector investment in local development activities through 
the use of partial credit guarantees . 

.. · Focus: Missions use credit guarantees to.engage local financial institutions in 
lending their own capital for developmentally.beneficial activities. The Office of 
Development Credit (ODC) supports Missions in the design, implementation and 
monitoring of USAID's credit guarantees, which can be used alone, to mobilize capital for 
a particular activity, or as a complement to Mission technical assistance. 

Within the Agency, these guarantees are referred to as "DCA" (the Development Credit 
Authority), the tool that provides Missions with the authority to transfer budget funds to 
issue a guarantee to private lenders. 

Development Credit Authority: 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 
larger financial impac~ as 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 its been done once or twice, credit 
guarantees are an effective way to encourage 
lending at a lower cost to the Mission. 

Conditions necessary: 
1) The operations must generate revenue, 

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

2) The busin~ss/es must be creditworthy and non-sovereign, and 
3) 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? 

Project - Bangladesh 
Bank Ltd. $1.5 million 

This USAID guaranteed.fund provides capital for businesses to set up operations that will 
. increase the use of clean natural gas (CNG), an alternative vehicle fuel for transportation 

in Bangladesh. Financing for this new sector is crucial to facilitate the 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. 



(EGAT/DC) 

Background: 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: 

o Access to loq31 private capital.- large reserves of untapped·:C.apltal exist in 
developing countries. Access to these funds is. limited for borrowers in certain 
sectors and activities, such as agriculture. The use of credit guarantees can 
provide financial institutions with the security to make that capital available. 

o Risk is shared to encourage lending - USAID credit guarantees cover up to 50 
percent of a lender's risk on loan principal, creating a partnership between the 
public and private sector to encourage the lender's active participation in the 
assessment of risk and repayment of loans. 

o Mobilization of local private capital - credit guarantees encourage local market 
participants to utilize private capital to finance activities that may otherwise be cost
prohibitive or infeasible due to a lack of access to financial markets or resistance of 
financial institutions to lend. 

o The "Demonstration Effect" - by providing local financial institutions with a 
guarantee, USAID can demonstrate that lending to new markets can be profitable. 

o Agency resources maximized - USAID can leverage on average 35 times the per
dollar-impact of its foreign assistance by using guarantees to support the 
availability of credit from the private sector to finance development activities. 

Contacts: 

Areas of Responsibility Name and Title Contact !nformation 

ODC John Wasielewski, JWasielewski@usaid.gov 
Office Director (204) 712-5058 

Temporary ANE Regional Manager David Grossman, DGrossman@usaid.gov 
Office Deputy Director (202) 712-0145 

Africa Regional Manager Karen Doswell KDoswell@usaid.gov 
(202) 712-4431 

Europe and Eurasia Regional Manager Sandra Goshgarian SGoshgarian@usaid.gov 
(202) 712-0382 

Latin America and the Caribbean Alison Eskesen AEskesen@usaid.gov 
Regional Mgr. (202) 712-5323 

Internal website: . 
http://inside.usaid.gov/EGAT/off-dc/index.html 

· External website: 
http://www.usaid.gov/our_work/economic_growth_and_trade/development_credit/index.html 


