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Abstract 
Many economists believe that credit markets- whose efficient operation depends so 
heavily on the ease with which lenders can gather information on borrowers- are indeed 
prone to failure when the nature of the borrowers makes it hard to obtain this 
information, as is the case with small businesses. To know how well the SBA lending 
program is addressing that failure (and doing so with no adverse side effects), we also 
have to be sure we know what the mechanics of the failure are and ask whether the 
program is designed to target only those areas where the breakdown in natural market 
forces arises. In this research, we will choose some important targets and establish 
models in R to find out the relevance among them. Therefore, we could figure out which 
kind of small businesses could be reliable. As a result, the SBA can make sure that loans 
are made to meaningful businesses. 
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1. Introduction  

Increasingly policymakers are looking to the small business sector as a potential engine of 
economic growth. Policies to promote small businesses include tax relief, direct subsidies, and 
indirect subsidies through government lending programs. Encouraging lending to small 
business is the primary policy objective of the Small Business Administration (SBA) loan-
guarantee program.  
In the past 20 years, small businesses have created more than two-thirds of new jobs in the 
United States. 28 million small businesses have employed 60 million Americans, accounting for 
50% of the workforce in the private sector. It is worth noting that the Small Business 
Administration (SBA) has played a huge positive role in the innovation and entrepreneurship 
of small businesses in the United States, providing a large number of loans, financing guarantees, 
government procurement services, business consulting services, and many other services. 
Various forms of services, etc., its SME credit financing service is the most successful service 
model of SBA, with rich practical experience.  
By analyzing the practice of the US SBA in promoting credit financing for small enterprises, it 
provides the government with experience and reference in promoting the development of 
SMEs' innovation and entrepreneurship.   
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2. Problem Statement 

Has the SBA small business loan program been successful? A particular area of concern for 
policymakers is whether small businesses have access to adequate credit. Growing businesses 
have an acute need for credit, but many small firms may have a hard time obtaining it because 
they are young and have little or no credit history. Lenders may also be reluctant to fund small 
firms with new and innovative products because of the difficulty associated with evaluating the 
risk of such products. If small businesses lack a sufficient supply of credit, policymakers should 
be concerned, for the next Google, Microsoft, or Starbucks might wither on the vine for want of 
funding. To the extent that some market failure significantly impairs the access small 
businesses have to credit, a rationale exists for supporting these businesses through 
government programs aimed at improving their access. We need to use historical data to study 
whether the implementation of this program is the same as its original intention.  

3. Purpose of the Study 

The purpose of this study is to study whether this plan is effective in macroeconomic and 
microeconomic conditions. One specific government intervention aimed at improving small 
firms’ access to credit is the Small Business Administration (SBA) guaranteed lending program. 
SBA loan guarantees are well established, and their volume has grown over the past decade. 
Nearly 20 million small businesses have received direct or indirect help from one or another of 
the SBA’s programs since 1953. The SBA’s current business loan portfolio of roughly 219,000 
loans is worth more than $45 billion, making it the largest single financial backer of small 
businesses in the United States. Over the period 1991 to 2000, the SBA assisted almost 435,000 
small businesses in obtaining more than $94.6 billion in loans, more than in the entire history 
of the agency before 1991. No other lender in this country has been responsible for as much 
small business financing as the SBA has during that time (SBA, 2004). These lending numbers 
are remarkable when one considers that SBA loan guarantees are aimed at that segment of 
small business borrowers that presumably would not otherwise have access to credit. Is there 
a market failure that justifies intervention of this magnitude? Many economists believe that 
credit markets— whose efficient operation depends so heavily on the ease with which lenders 
can gather information on borrowers— are indeed prone to failure when the nature of the 
borrowers makes it hard to obtain this information, as is the case with small businesses. To 
know how well the SBA lending program is addressing that failure (and doing so with no 
adverse side effects), we also have to be sure we know what the mechanics of the failure are 
and ask whether the program is designed to target only those areas where the breakdown in 
natural market forces arises.  

4. Research Questions  

The study will attempt to answer the following research question: Has the SBA small business 
loan program been successful? To judge whether this program is successful, i choose a series of 
quantifying measurable indicator. (Figure 1). 
Aiming at the goal of "strengthening cooperation with the federal government to ensure that 
the target share of the federal government procurement contract is reached and exceeded, so 
as to increase the opportunities of small businesses, and to strengthen the fairness of the federal 
procurement contract certification process and data", the specific measurable indicators are: 
whether the contract share of small businesses in government procurement reach the statutory 
goal of the federal government.  
To increase the investment in education, consultation and training resources of the small 
business administration, help new small businesses and support existing small businesses. 
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Focusing on core project resources to meet the needs of ordinary small enterprises and high 
growth small businesses, the specific measurable indicators are: the amount of small 
businesses be supported to establish.  
 

 
Figure 1. Arithmetic process 

 
In view of the goal of "ensuring that disaster assistance provided by the small business 
administration to enterprises, non-profit organizations, property owners and lessees quickly, 
effectively and efficiently, in order to maintain employment opportunities and help small 
businesses resume production and operation", the specific measurable indicators are: the 
proportion of household loans and corporate loans meet the statutory standards of loan 
operation.  
Aiming at the goal of "strengthening the connection between the small business administration 
and high growth small businesses and entrepreneurs through existing projects and job 
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innovation, so as to drive innovation and create job opportunities more effectively", the specific 
measurable indicators are: the investment of long-term capital.  
In view of the goal of "guiding federal agencies to understand the adverse effects of various 
unreasonable management regulations on small enterprises, reduce the burden of small 
enterprises, enhance the research on small enterprises, and create a good enterprise 
environment", the measurable indicators are: the cost of various management systems for 
small businesses. 

5. Significance of the Study  

The overall significance of this study is to reference for China’s small business loan system. 
Reexamine the strategic positioning of small and businesses in the national economy and social 
development. Modern market economy countries generally pay more attention to the social 
value of small businesses, and realize their irreplaceable decisive significance in promoting 
economic development, creating employment opportunities, maintaining social stability and 
enhancing national competitiveness. In China, the social value and strategic significance of 
small businesses need to be further promoted to their due position.  

6. Literature Review 

Previously, many scholars have studied SBA loans. Ben R. Craig, he focuses on Sba-Loan 
Guarantees and Local Economic Growth. Policy makers are increasingly viewing small 
businesses as potential engines of economic growth. Policies to promote the development of 
small businesses include tax relief, direct subsidies, and indirect subsidies through government 
loan programs. Encouraging loans to small businesses is the main policy objective of the Small 
Business Administration (SBA) loan guarantee program. Using the panel data set of SBA 
secured loans, he assessed whether SBA secured loans had an observable impact on local and 
regional economic performance. 
Another article “An Analysis of SBA Loan Defaults by Maturity Structure” Written by Dennis 
Glennon & Peter Nigro. They are concerned about the default risk of loans.The financial 
intermediary literature on small business loans focuses on the determinants and costs of credit 
acquisition. However, few studies have examined the repayment behavior of small companies 
that actually received loans. In the first article, they solved this shortcoming in the literature by 
studying the default behavior of small business management 7(a) secured loan samples with 
three different term structures. They used the discrete-time hazard method to prove that SBA 
defaults are time-related, and the factors affecting the default behavior and its timing are 
maturity-specific. Specifically, they showed the importance of loan tenure, seasoning, economic 
conditions and other company-specific factors in predicting the probability of default on SBA 
loans. 
A Performance Analysis of SBA's Loan and Investment Programs, This report addresses two 
questions about outcomes for firms receiving assistance through SBA's 7(a), CDC 504, or SBIC 
programs between 1999 and 2001: 1) what happens to sales, employment, and survival before 
and after firms receive SBA financing; and 2) what explains the changes observed in sales or 
employment after firms receive SBA financing? Descriptive analyses found that prior to 
financing and each year thereafter, average sales increased over time, as did average 
employment. Multivariate analyses found that firm age, industry, and region of the country 
were significantly related to percent change in sales and employment for all three programs. 
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