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3 THE CONPTROLLER GENERAL .

Report To The Congress
OF THE UNITED STATES

SBA’s Pilot Programs To Improve

Guaranty Loan Procedures Need
Further Development

The Smail Business Administration is testing
two pilot programs to expedite application
for, review, and approval of 7(a) guaranty
loans. Although these programs are directed
to the problems which are most troublesome
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One program addresses the problems of 238

slowness in obtaining a guaranty loan but
- does little to expand participation among
lenders and does not provide for monitoring
of certified banks' performance. The other
program has shortened loan application
and review time in one SBA region but has
not yet been adopted agencywide.
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON D.C. 20548
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To the President of the Senate and the
Speaker of the House of Representatives

This report discusses the Small Business Administration's
pilot programs to improve delivery of the guaranty loan
program.

The report shows that small businesses and lending
institutions are concerned with the time the Small Business
Administration takes to review loan applications and the
complexity of paperwork required. Two pilot programs the
agency is testing to address these problems have short~
comings which need to be overcome.

We are sending copies of this report to the Director,
Office of Management and Budget; and the Administrator,

Small Business Administration.

Comptroller General
of the United States






COMPTROLLER GENERAL'S SPA'S PILOT PROGRAMS
REPORT TC THE CONGRESS TO IMPROVE GUARANTY
LOAN PROCEDURES NEED
FURTHEP CEVELOPMENT

— — - — — —

The 7(a) business loan program is the
Small Business Administration's (SBA's)
principal activity for providing financiel
assicstance to small businesses. Through
this program, SBA both makes loans directly
to small businesses and guarantees loans made
by others.. In recent years, the program has
emphasized guaranty loans whereby SBA guaran-
tees the repayment of loans made to small
businesses by private lending institutions.

According to GAO surveys, the major cause of
dissatisfaction among business owners, lenders,
and SEA personnel is that it takes too long

to obtain a guaranty loan. Small businesses
receiving SBA loan guarantees indicated that
an average of 114 days passed from their first
contact with & lender until the loan funds
were received. Responses from businesses

and lenders with direct experience in the loan
program indicate that the underlying causes of
the time problem are in the number and comr-
plexity of the documents reguired to apply for
a loan and in the time regquired for SBA's
review of those documents.” (See pp. 10-17.)

SBA has been testing two pilot programs to
“expedite the processes for application and
approval of a guaranty loan.

-~The bank certification program aims to shorten
the time required for SBA to review and approve
guaranty loan applications. SBA is akle to
provide quicker decisions under the bank certi-
fication program. by relying on certified banks'
determination of a prospective borrower's
creditworthiness. (See pp. 6-7.)

--The operation effectiveness program is
designed to reduce the number and complexity
of the application documents required for
guaranty loans. (See p. 8.)

Tear Sheet. Upon removal, the report ED-81 -
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SBA REVISIONS ARE ON
PARGET BUT INCOMPLETE

_Both programs appear promising in shortening

the time and simplifying the paperwork required
to obtain a guaranteed loan. SBA has directed
these programe to the two primary problems that
are discouraging both eligible small businesses
and banks from greater participation in the
guaranty loan program.

SBA's primary initiative, the bank certification
program, addresses only one aspect of the prob-
lem of slowness in obtaining guaranty loans,

the amount of time SBA uses to review loan ap-
plications. Many borrowers spend extensive

time learning about the loan program and find-
ing a lender willing to participate. Broadening
participation among banks and other lenders
would address this problem, but the bank certi-
fication program, as currently structured, does
little to do so. In addition, SBA has yet to
develop and implement a system to provide audit
and oversight of the certified banks' loan port-
folios. SBA is negotiating with various bank
regulatory agencies to have them include, as
part of their normal audits, a performance

check of certified banks regarding SBA loans.

The need for a system to monitor the performance

" of the certified banks is especially important

now that SBA has the authority to delegate the
determination of eligibility and loan servicing
and liguidation to lending institutions.

(See pp. 17-21.)

" The simplified application documents of the
‘Operation effectiveness program have shortened

loan application and review time in the one
SBA region where the program has been tested.
However, to date the revised documents have
not been adopted agencywide nor have the
documents been used for loan applications in
the bank certification program. (See p. 21.)

RECOMMENDATIONS

GAO recommends that the SBA Administrator:
--Require that the simplified loan appli-

cation forms and processing procedures
be adopted agencywide.

ii
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--Inform banks of SBA's efforts to reduce
loan processing time and simplify loan
application documents.

--Moniter the activities of the banks oper-
ating under the bank certification program
to assure compliance with program rules,
regulations, and guidelines. -

AGENCY COMMENTS

SBA agreed with GAO's report and is taking
steps to carry out its recommendations.
(See p. 23.)
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CHAPTER 1

INTRODUCTION

The Small Business Administration's (SBA's) principal
financial assistance program is the 7(a) Business Loan
Program. Through this program SBA makes direct loans,
either alone or with a bank, and guarantees loans made by
lending institutions. 1In fiscal year 1979, SBA approved
26,776 7(a) loans totaling about $3.2 billion. Of these
loans, 22,806, totaling about $3 billion, were guaranteed
loans. In recent years, SBA has emphasized guaranty loans.

THE 7(a) GUARANTY LOAN FPROGRAM

The Business Loan Program was authorized by section 7(a)
of the Small Business Act, as amended (15 U.S.C. 636(a)). The
act authorized SBA toc make loans to small businesses unable to
obtain financing at reasonable rates elsewhere. SBA defines
a small business as a firm which is independently owned and
operated and meets the small business size standard SBA estab-
lished for that firm's industry. Certain types of small busi-
nesses, such as those engaging in speculative ventures or
those earning a portion of their annual income from gambling,
are not eligible.

Small businesses often experience proklems obtaining
financing because their access to equity and bond markets is
lirited and banks are cften reluctant to lend money for long-
term financing. SBA recognizes that small business credit
needs may reguire loan repayment terms with extended maturi-
ties. SBA's 7(a) program is designed to offer repayment terms
and collateral requirements that better fit the borrower's
needs than might be obtainable under usual bank policy.

ACMINISTERING THE PRCGRAM

SBA administers the 7(a) program through its headquarters
office; 10 regional offices; and 96 district, branch, and
post-of-duty offices. The district offices, each headed by
a director and under the jurisdiction of the regional offices
are responsible for the day-to-day operations of the 7(a) pro—
gram. Within the dlstrlct office,

--the financing divisicn is responsible for reviewing
loan application packages and recommending loan
application approval or disapproval and



--the portfolio management division is responsible
for servicing loans, referring loans to the manage-
ment assistance division, and representing SEA at
foreclosures.

Headquarters develops and recommends agencywide program
policies, reviews and evaluates program effectiveness,
and provides technical assistance to the regional offices.

Operating the guaranty
loan delivery system

The 7(a) guaranty loan delivery system consists of three
principal parties--SBa, the small business borrowers, and the
private lender. The following diagram depicts their interre-

lationship.
’/////, Private Lender\\\\\\\

Small Business 7 _ _ _ _ _ _ _ _ _ _ _ _ . Small Business
Borrower Administration

The private lender, generally a commercial bank, plays
the central role in the loan delivery system. Many recipi-
ents of 7(a) loans have no direct contact with SBA. The
borrower generally learns about his or her eligibility from
the lender. The borrower also submits his or her applica-
tion to, receives the loan funds from, and makes payments
to the lender.

Private lenders have initial responsibility for reviewing
the loan application. After reviewing the application, the
lender forwards the application and supporting documents
to the local SBA district office. SBA requires that the ap-
pllcatlon package include (1) the lender's certification that
credit is not available elsewhere at reasonable terms and that
the lender will not make the loan without the SBA guaranty and
(2) the lender's evaluation of loan benefits, the applicant's
ability to repay the loan, the adequacy of the collateral se-
curing the loan, and the lender's comments on other pertinent
loan information.

SBA has responsibility for deterrining whether or not a
7(a) loan should be approved. Even though the private lender
has evaluated the loan application, SBA reguires that its own
loan officers perform a detailed analysis of each application.
The loan officer's analysis should include a determination of
the applicant's eligibility for a 7(a) loan, the applicant's



ability to repay the loan, the adequacy of the collateral
pledged to secure the loan, the capability of the applicant
firm's management perscnnel, and the applicant's ability

to obtain fund:z without a guaranty. The loan officer must
prepare a report on the results of the analysis and recom-
mend whether the loan should be approved or denied.

After approving a guaranty loan, the district office
notifies the private lender of the approval and provides the
lender with the legal documents needed to close the loan.
Upon receiving SBA's approvel, the lender can disburse the
loan funds to the small business borrower.

GROWTH OF THE
GUARANTY LOAN PROGRAM

As of September 30, 1979, approximately 105,000 small
businesses had outstanding 7(a) loans totaling about §7.1
billion. 1In the past few years, most of these loans have
been guaranty loans. The Small Business Act of 1953 author-
ized SBA to make guaranty loans, but it was not until 1963
that SBA began emphasizing the 7(a) guaranty loan program.

A 1963 plan developed by the Interagency Committee on Federal
Credit Programs, which stated that Federal credit programs
should supplement or stimulate private credit and not rerlace
it, prompted SBA to use the loan guaranty plan. The plan
also stated that, when Federal credit programs were used,
guaranty or insured loans should have priority over direct
loans.

As shown in table 1, the 7(a) guaranty loan program drew
rapidly until fiscal year 1973. Since then, the program's
overall growth has slowed. Various reasons related to the
business recession accounted for the sharp decline in the num-
ber of 7(a) gueranty loans made during fiscal years 1974 and
1975. These included the overall liquidity problems banks éend
other lending institutions experienced, the higher interest
rates available to banks than allowed on SBA loans, the high
interest rates charged small businesses on borrowings, and
the marked increases in lcan applications which were either
declined by SBA or withdrawn by the applicants. The decline
in 7(a) loans for fiscal year 1979 also has been attributed
to uncertainty with the econory and high interest rates.
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The 7(a) guaranty loan program's growth has not been
hampered by the lack of loan budget autheority. Table 2 shows
that only in fiscal year 1973 did SBA approach the authorlzed
ceiling for 7(a) guaranty loans.

Table 2

Approved 7(a) Guaranty Loans Compared to Budget Authority Available for Fiscal Years 1971.79

Dollars {Biltions} . . Doilars (Billions)
4.0 " 4.0
3.8 1 ) ' + 3.8
36 4 36
3.4 1 F 3.4
3.2 5 b 3.2
3.0 9 L 3.0
28 1 F 2.8
26 4 I 26
24 L 24
2.2 1 P 2.2
2.0 1 - 2.0
1.8 1 1.8
16 4 16
1.4 1 F 1.4
1.2 9 P 1.2
1.0 4 1.0
8 ] 8
6 1 6
4 4 o4
2 L 2
o | . 0

1971 1972 1973 1974 1976 1976 * 1978 1979

FISCAL YEAR

Z Approved 7{a) guaranty lgans.

B 7(a) guaranty loan budget authority.

* Transitional quarter, July 1 to September 30,1976, included.



SBA INITIATIVES TC IMPROVE THE
LCAN DELIVERY SYSTEM

SBA has introduced pilot programs designed to expedite
the loan application process and simplify the application
documents. SBA's primary initiative, the bank certification
program, addresses the time period needed for loan process-
ing. Complementary to this program is SBA region X's oper-
ation effectiveness program, designed to reduce the number
and complexity of application documents and simplify SBA
review procedures for guaranty loans.

Bank certification program

The bank certification program's goal is to provide
more timely credit decisions for borrowers who use SBA's
certified banks' services. Under this program, SBA can
provide faster credit decisions by relying on the certi-
fied bank to determine a prospective borrower's credit-
worthiness,

The certified bank determines that the application pack-
age is complete and performs a credit analysis. The bank
then submits the completed package, including the loan author-
ization conditions, to the SBA district office with the let-
ters "BCP" marked in red on the package to indicate special
processing. SBA's goal is to review the bank's credit analy-
sis and provide a decision within 3 days. SEA's promise of a
guicker loan approval or denial is the prime incentive the
certification program offers to entice banks to participate.
SBA proposes that only certain banks will become certified
lenders. SBA selected banks for the program primarily besed
on prior SBA loan volume, but other criteria were also used
in the selection process, including:

--Experience with processing and servicing SBEA loans.
--Number of SBA loans made over the last 10 years.
--Number of SBA loans currently in the bank's portfolio.
--"Loss" rate, or the number o0f unsuccessful SEA loans.
--Current loan activity.

--Commitment to establish a recognized SBA loan program.



SBA set a goal for banks to make a minimum of three guaranty
loans a month to remain certified. SBA has been flexible

in applying its criteria in specific cases, for example, a
bank's size and its regional differences.

The bank certification program began in February 1979 on
a "pilot" basis with 29 participants. During the pilot, SBEA
met the 3-day criterion for SBA review and loan approval for
77 percent of the loan applications and reached decisions
within 5 days for 95 percent of the cases. However, it was
less successful in persuading the certified banks to partici-
pate at the minimum rate of three loans a month. During the
pilot, only 10 of the 29 (34 percent) certified banks were
able to average three or more loans a month. As of July 1980,
SBA has had no difficulty certifying banks, but it has had
difficulty persuading the certified banks to participate at
the rate of at least three loans per month.

Following an evaluation at the end of the pilot, SBA
decided to expand the bank certification program. As of
June 1980, SBA had certified 251 banks nationwide. SBA
plans to expand the program to as many as 2,000 certified
lenders by 1985.

SBEA intends the bank certification program to be one of
the major initiatives in an overall effort to streamline the
loan delivery system. SEA plans to eventually decrease its
role in delivering guaranteed financial assistance by increas-
ing the lending institutions' role. This would be accom-
plished by delegating to participating lenders the authority
to make, service, modify, or liguidate loans and determine
eligibility. SBA began the pilot certification program within
the limits of its existing statutory authority. These laws
charged SBA with reviewing and approving all credit and other
eligibility decisions prior to guarantying a loan already
approved by a lending institution. 1In addition, the Federal
Government had to initiate collection action in the event of
a default. Public Law 96-302, approved July 2, 1980, extended
SBA's authority in the loanmaking and administration areas.
Under the act, the SBA Administrator

"+ * *may authorize participating lending insti-
tutions, in his discretion pursuant to regula-
tions promulgated by him, to take such actions on
his behalf, including, but not limited to, the
determination of eligibility and creditworthiness,
and loan monitoring, collection and liquidation.”



Fegion X's program to simplify
processing procedures

Operation effectiveness, SBA region X's pilot program,
began in August 1978. Regional officials wanted to simplify
processing procedures and increase efficiency within SBA's
statutory authority. Regional staff concluded that the reason
many guaranty loan reguests were delayed was kecause the ap-
plications were incomplete when they were first submitted to
SBA. Delays occurred when the SBA loan officer had to request
additional data necessary for loan approval. Based on their
experiences and talks with benk officials, the staff deter-
mined that the complexity and cumbersomeness of the forms were
the primary reasons applications were incomplete when first
submitted.

A new guaranty loan application form was devised that

--rearranged the sequence in which loan information
was recorded;

--eliminated unnecessary and redundant dasta requests;
and

--improved appearance by altering type, size, and
layout.

The application form was eventually reduced fror four to two
pages. The region also revised the SEA loan officer's report
to reflect greater reliance on bank recommendations and to
eliminate unnecessary narrative by SBA loan officers. Using
the changed form, the SBA loan officer, after receiving a
completed application from a bank, can rapidly analyze the
credit information, complete the recommendation report, pre-
pare a draft loan guaranty authorization, and bring the re-
commendation to the SBA loan committee. The region also
changed the loan committee system so that less staff time was
needed for decisionmaking.

Region X gave banks increased authority in administering
loans, permitting the bank to take certain actions without
SBA concurrence or consent. The purpose was to elirminate un-
necessary SBA servicing on guaranty loans. Region X also used
an amended loen guaranty agreement with the banks in the re-
gion so that the banks would know exactly what they could do.
This reduced the banks' apprehension about their liability for
decisions made in poorly defined judgment areas. The region's
goal was to allow the benks to service their customers without
hindrance from SBA.



OBJECTIVE, SCOPE, AND METHODOLOGY

We conducted this review to evaluate the effectiveness
of the delivery system SBA used to direct financial assistance
to small businesses under the 7(a) guaranty loan program. By
directing our "malysis toward the end user, we intended to
identify opportunities to increase and/or provide better as-
sistance to small business owners.

We used various evaluation techniques to gather and
analyze the necessary data. Our principal source of informa-
tion came from questionnaires we sent to 7(a) guaranty loan
recipients, banks, SBA employees involved in the delivery
system, and the small business community. We also reviewed
pertinent legislation, documents, studies, reports, and files.
We interviewed officials at SBA headquarters and at its of-
fices 1n Chicago; Denver; Portland, Oregon; San Francisco;
and Seattle. We also interviewed bank officials in Denver,
San Francisco, Seattle, and Washington, D.C.

A detailed explanation of our questionnaire and sampling
methodology 1s contained in appendix I. The questionnaires
we used are contained in appendixes II through V.

PREVIOUS REPORTS

Our previous reports on the 7(a) business loan program
have focused on SBA's internal processes and procedures for
making, servicing, and liquidating loans. 1/ In contrast,
our current review was primarily directed at obtaining and
assessing the views of the non-Federal participants--the small
businesses which seek loans and the lending institutions. We
wanted to identify disincentives which might be discouraging
small businesses from using and lending institutions from par-
ticipating in the 7(a) guaranty loan progam.

1/"The Small Business Administration Needs To Improve Its
7(a) Loan Program," (GGD-76-24, Feb. 23, 1976).
"Efforts To Improve Management Of The Small Business
Administration Have Been Unsatisfactory--More Aggressive
Action Needed,"” (CED-79-103, Aug. 21, 1979).



CEAPTER 2

RECENT INITIATIVES TO IMPROVE THE LOAN DELIVERY

SYSTEM HAE SOME SHCRTCCMINGS

We found that the major causes of dissatisfaction among
participants in the guaranty loan program are the time SBA
used to review loan applications and the complexity of the
paperwork required. The revisions to the guaranty loan pro-
gram SBA is currently testing are designed to address the
major causes of dissatisfaction. However, we also found that
while SBA's pilot programs are directed at problems which
users view as most troublesome, these initiatives do not
address all of the problems with the current loan delivery
system.

PARTICIPANTS DISSATISFIED WITH TIME AND
PAPERWORK RECUIRED TC OBTAIN GUARANTY LOANS

We used questionnaires extensively to determine the views
of business owners, lenders, and SBA personnel regarding the
guaranty loan program. The responses to our gquestionnaires
indicate the major cause of dissatisfaction regarding the pro-
gram is that obtaining a guaranty loan is too time consuming.
Responses from businesses and lenders with direct experience
in the loan program indicate the underlying causes of the time
problem are in the number and complexity of the documents re-
guired for initiating a loan application and in SBA's review
of the application.

Days required to obtain
a guaranty loan

We divided the steps necessary to obtain a guaranty loan
into five time frames. The total time cycle is from the bor-
rower's first contacts seeking financial assistance until the
loan funds from a guaranty loan are disbursed. We asked the
borrowers who had obtained guaranty loans to indicate the time
required for each step. Our questionnaires for bankers and
SBA employees asked those groups to estimate the time required
for each step based on their experience with the loan delivery
system. Table 3 illustrates the average of the responses for
each group and table 4 illustrates the summary of all respond-
ents for each of the five steps.

10



T

STEPS

. Business owneriobtains SBA program

information regarding eligibility and
application procedures.

. Business owner|negotiates with bank (s}

for SBA participation.

. Bank reviews application.

. SBA reviews application.

. Bank processes funds.

Calendar Days for Each Application Step

5

Table 3

DAYS

SBA Employees

Bankers

20

25

Businesses

]24

SBA Employees

Bankers

Businesses

BEL

S$BA Employees

Bankers

Businesses

SBA Employees

Bankers

30

Businesses

BE:

SBA Employees

Bankers

Businesses

35

40
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Table % contains the averages of the responses for the
three groups combined. SEA's application review process took
23 of the average 86 days, or 27 percent of the total time
required for the borrower to obtain a guaranty loan. The bor-
rowers also incurred substantial time to obtain SBA program
information and to negotiate with a bank or banks for an SEA
loan guaranty.

Table 5

Calendar Days Required for Each Application Step
Averages for All Respondents

Step Days Percent
1. Business owner obtains SBA 17 20

program information regarding .
eligibility and application
procedures

2. Business owner negotiates with - 14 16
bank(s) for SBA participation

3. Bank reviewse application 14 16
4. SBA reviews application 23 27
5. FEank processes funds 18 _21

Total 86 100

13



Borrowers dissatisfied with time
required to obtain a guaranty loan

We wanted to identify and evaluate specific disincen-
tives to participation in the guaranty loan program as ex-
perienced by those who have worked with the delivery system.
We used a series of questionnaires to obtain the views of
three groups which have direct experience with the loan de-
livery system--SBA employees, bankers, and business owners
who had recently obtained a guaranty loan. Table 6 illus-
trates the level of borrower dissatisfaction with several
aspects of the loan application process. For our sample,
we randomly selected borrowers to represent the entire popu-
lation of SBA borrowers during fiscal years 1978 and 1979.
(See p. 25.)

Table 6

Percent of Borrowers Dissatisfied with Certain
Aspects of the Loan Application Process

Aspect Percent

Availability of information
regarding the SBA program 11

Clarity of application
instructions 15

Amount of paperwork and
documents requested 39

Time 1t took to go through
application process 42

Time 1t took to get loan
approval 30

Time it took to get money
after loan approval 8

14



A relatively low percentage of borrowers indicated that
they were dissatisfied with the availability or the clarity
of the aprlication documents, but their dissatisfaction was
significantly greater for the time reguired for the applica-
tion process, the amount of paperwork and documente requested,
and the time required for loan approval.

The responses to our questionnaires indicate the paper-
work and documents required for a lcan may be contributing
to delays in the application and approval of loans. More
than one-third of the borrowers indicated they needed help
in preparing their loan applications. The need for help and
having to provide additional information after the applica-
tions had been submitted caused problems and delays for
these borrowers.

To test the time required to obtain a loan as a cause of
dissatisfaction with the loan delivery system, we icsolated
the quecstionnaire responses of the borrowers who indicated
they were dissatisfied with the loan process. Based on their
experiences with the loan delivery system, these dissatisfied
borrowers indicate that obtaining their loans reguired an
average 179 days, a 57-percent greater time period than the
ll14~day average for all borrowers. The dissatisfied borrowers
estimate that 49 of the additional 65 days would be required
for SEA's review.

Bankers also concerned with time
and paperwork problems

Our survey of the banking community found that excessive
time and peperwork requirements are significant disincentives
to banks participating in the guaranty loan program. Table 7
shows the percent of banks that indicated that to a great ex-
tent the time and paperwork required to obtain an SBA loan
guaranty was a disincentive to participating in the loan pro-
gram. When we isclated the responses of the banks that do
participate from those banks that do not, we found that about
twice as many nonparticipating banks considered time and
paperwork a disincentive than did the participating banks,

15



Tabie 7

Percent of Banks Indicating Time and Paperwork
a Disincentive to Participation in SPA Loan Program

percent
All banks 43
Participating banks 35
Nonparticipating banks 72

Similar to the dissatisfied borrowers, bankers are
critical of the paperwork required for guaranty loans.
Table 8 illustrates banker comparisons of the level of com-
plexity for several steps common to both SBA and regular
commercial loans.

Table 8

Percentage of Bankers Rating SBA Guaranty
Loan Procedures as More Complex than
Reqgular Commercial Loan Procedures

Procedure Percent
Preparing application documents 91
Credit check 20
Character check 17
Collateral review 29
Disbursements 69
Loan servicing | 48
Loan committee actions 23

16



As shown in the table, bankers find that preparing
application documents for SBA-guaranteed loans is more com-
plex than for regular commercial loans. Bankers also rate
disbursement procedures for guaranty loans as somewhat more
complex. The bankers perceive most other loan application
steps to be ot similar complexity. The bankers also believe
SBA's loan servicing procedures to be more complex. However,
loan servicing is not germane to our review.

SEA personnel indicate time and paperwork
are major problems of delivery system

We surveyed SBA personnel in four district offices to
determine if their views regarding the loan delivery system
were similar to those of the borrowers and bankers. We found
this to be true. SBA personnel recponses to guestions of
satisfaction on the part of the business borrowers paralleled
the borrowers' responses attributing the slowness of the de-
livery process and excessive paperwork as the primary causes.
SBA personnel also indicate that guaranty loans reqguiring too
much time and paperwork is the most significant disincentive
to banks' participation.

SBEA REVISICNS CN TARGET, EUT INCOMPLETE

The bank certification program which expedites SBA's
review of loan applications and the operation effectiveness
program which simplifies loan application paperwork appear
promising in reducing the time and paperwork required to
obtain a guaranty loan. SEA has directed these programs to
the two primary problems that are discouraging both eligible
small businesses and banks from greater participation in the
guaranty loan program. SBA's primary initiative, the bank
certification program, addresses only one aspect of the prob-
lem of slowness in obtaining guaranty loans, the time SBA
uses to review loan applications. Many borrowers spend ex-
tensive time learning about the loan program and finding a
lender willing to participate. Broadening participation
among banks and other lenders would eddress this rroblem,
but the bank certification program, as currently structured
does little to do so. SBA's Director, Cffice of Financing,
generally recognized the need to entice broad bank partici-
petion in the program. In addition, SBA has yet to develop
and implement a system to provide audit and oversight of the
certified banke' loan portfolios.
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Bank certification program affects only one
segment of time required to obtain guaranty loan

SBA's bank certification program addresses only one
segment of the total time required to obtain a guaranty
loan, the time SBA spends reviewing loan applications. We
found SBA's review accounts for 27 percent of the total time.
(See p. 13.) Even if the bank certification program cut SBA's
average time to review an application from the present 23 days
down to 5 days, this would represent a 78-percent decrease in
SBA's review time but only a 2l-percent decrease in the total
time a borrower incurs in obtaining a guaranty loan.

We found that many borrowers spend extensive time learn-
ing about the loan program and finding a lender willing to
participate. Responses to our questionnaires indicate 29
percent of the borrowers who received guaranty loans had to
contact more than one bank in order to find a bank which would
participate in an SBA guaranty loan. This search required
more than 60 days for 31 percent of those who had to contact
additional banks. This situation is occurring because the
system for disseminating information to potential users is
dependent upon widespread participation by lenders which has
not yet been achieved.

Most banks are not active participants

Active and widespread participation by banks is critical
to the guaranty loan program's success because the program
is structured so that potential small business borrowers will
have information about the program and its suitability to
their financial needs and the necessary application forms and
procedures when borrowers contact a bank regarding a loan.
However, we found that most banks participate little or not
at all.

Although 86 percent of the 446 banks we surveyed have
signed a participation agreement with SBA, 70 percent of those
banks which do participate make less than 10 guaranty loans
per year. Less than 15 percent of the participating banks
make more than 25 guaranty loans each year. Table 9 shows
the annual bank participation level based on the responses
from our national sample. Forty-one percent of the banks
reporting that they made no SBA loans have signed a partici-
pation agreement with SBA.
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Table 9

Number of SBA Loans Per Year

Number Percentage of banks
of loans making this number of loans
None 21.3
1-10 54.9
11-25 13.9
26-50 7.2
51-100 2.2
101-200 0.5

More than 200

The responses, which indicate most banks make only a few loans
per year, are further confirmed by additional evidence from
our gquestionnaires where approximately one-third of the banks
which have made loans indicated they have less than five guar-
anty loans in their portfolios.

According to SBA summaries, about two-thirds (10,096) of
the Nation's banks have made at least one guaranty loan during
the last 10 years. The majority (7,999, or 79 percent) of the
participating banks have made less than 10 locans over the 10~
year period. These banks have accounted for approximately 32
percent, or 63,957 of the 196,529 guaranty loans approved
during fiscal years 1970~79; however, the average number of
approvals per bank is only 8 loans for the entire 10-year per-
iod, an average of less than 1 loan per year for these banks.

Only a relatively few banks have been active participants
over the past decade. SBA statistics indicate 197 banks ac~
counted for 52,056 (26 percent) of the 196,529 loans approved.
These banks averaged 264 approvals over the period, or an an-
nual rate of about 26 loans per bank. The 59 most active
banks approved some 29,586 loans, about 15 percent of the
total number approved. Those most active averaged about 50
loans per year over the l0-year period.

Bank certification program does not
expand bank participation

The bank certification program does not address the
problem of limited bank participation. Instead, the program
perpetuates the guaranty loan program's reliance on a rela-
tively small number of banks. SBA intends that only certain
selected banks become certified lenders. Consequently,
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the certification program will not expand the base of bank
participation. Even if SBA reaches the goal of certifying
2,000 banks, this would represent only about 13 percent of
the Nation's banks.

In addition, because of the banking industry's structure,
the benefits to be derived from the bank certification progrem
will not be equally available in every State. The structure
of the commercial banking industry in the United States has
evolved into three forms. PBased on their banking laws, States
can be classified as follows: (1) States that permit only
unit banks, with operations limited to one location, (2)
States that permit branch banking, with operations conducted
at a main office and at geographically unrestricted branch
locations (statewide branching), and (3) States that permit
branching within limited geographic areas, usually the county
in which the bank is headquartered. ©f the 50 States, 14
permit only unit banks, while the rest permit branch banking.
Statewide branching is widespread in States on both coasts,
limited branching predominates between the east coast and the
Mississippi River, and unit banking dominates the Midwest,.

Because of the banking industry's structure, coupled
with the limited number of banks to be certified, benefits
from the bank certification program will be more available to
prospective users of the SBA guaranty loan program in branch-
banking States compared to those located in unit-banking
States. When SEA certifies a branch bank, the certification
applies to the bank's main office and all of its branch loca-
tions. 1In States permitting statewide branch banking, SBA has
to certify only a few banks sc that more timely loan service
will be available to potential SBA borrowers throughout the
State. In unit-banking States, where each bank is limited to
one office and several hundred banks in a single State is not
unusual , having only a relatively few banks in the certifica-
tion program will leave many potential borrowers outside the
reach of the certified banks.

Need to monitor certified banks

Although under the bank certification program SBA relies
on the bank to perform the credit analysis, it has not devel-
cped a system to monitor the program's integrity. SBA recog-
nized the need to review the performance of certified banks
when the program was first initiated. The bank certification
program's Information Book states that SBA would perform
systematic reviews of the certified bank's files and records
at the bank's premises to assure compliance with program
rules, regulations, and guidelines. Negligence or lack
of prudence on the part of the certified bank in meeting
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program standards and objectives could result in revocation
or nonrenewing of the lender's certification.

SBA has yet to develop and implement an oversight func-
tion to review certified bank performance. Instead, SBA is
negotiating witn various bank regulatory agencies to include,
as part of their normal audits, a performance check of cer-
tified banks regarding SBA loans. The bank regulatory
agencies would develop the information SEA would need to
monitor a certified bank's guaranty loans and would report
their findings to SEA for disposition. BAs of July 1980,

SBA and the bank regulatory agencies had not reached an
agreement.

SBA needs to implement a system to provide audit and
oversight functions for the certified bank's SBA loan port-
folio. Even some of the certified banks have emphasized the
need to monitor the program. As one banker stated,

"The final argument against delegating loan
approval would be the concern that some banks
would abuse the privilege either intentionally
or because they were not prepared to handle a
small business loan program."

Cperation effectiveness should be adopted SBA-wide

The simplified application documents developed for the
operation effectiveness program in SBA region X has effec-
tively shortened loan application and review time. However,
to date, the revised documents have not been adopted for use
in all SBA regions nor have the simplified documents been
used for loan applications in the bank certification program.

The simplified documents of the operation effectiveness
program have realized significant improvements. The SBA
district offices in region X now receive a greater number of
correct and complete loan guaranty applications, and applica-
tion review requires less staff time. Average review time in
region X has been reduced from several weeks to 9 days.

The new application documents are used for all loans and
no need exists to select banks for preferential treatment.
Banks in the region have responded favorably to the new forms.
B bank official from one of the largest banks in the region
told us the new application documents had resulted in much
faster loan processing. Another official indicated that,
given SBA's responsibility as a trustee of public funds, the
new application forms are probably at an irreducible minimum.

21



CCNCLUSIONS

By designing the bank certification program to expedite
the loan application process and region X's operation effec~-
tiveness program to simplify the paperwork reguirements, SBEA
has directed its initiatives at the two primary problems
within the loan delivery system that are discouraging both
eligible small businesses and banks from greater participa-
tion in the guaranty loan program. However, these initia-
tives do not address all of the problems with the system.

The bank certification program does not address the need
to expand the base of bank participation in the guaranty loan
program. Many borrowers are spending considerable time and
effort learning about the program and finding a lender will-
ing to participate. This situation occurs because the system
for disseminating information to potential users is dependent
upon widespread participation by lenders which has not yet
been achieved. The certification program does nct address
this problem with the delivery system because the program
affects only a limited number of banks. The certification
program may well generate increased individual bank parti-
cipation because of the enthusiasm generated through the
certification program. But, in addition tc the bank certi-
fication program, SBA also needs to develop a program to
attract additional banks and other lenders to participate
to a greater extent in the loan guaranty program. This is
particularly needed in unit-banking States, where the reach
of certified banks is limited by the banking structure.

In addition, the bank certification program does not
address the need to expedite the loan application process and
simplify the paperwork requirements of those potential small
business borrowers in need of a loan guaranty located outside
the reach of a certified bank. The experimental program in
SBA's region X addresses these problems and has significantly
simplified paperwork requirements and expedited the loan ap-
plication process. A principal advantage to region X's pro-
gram is that it applies to all banks or other lenders. The
simplified loan application forms and processing procedures
should be adopted SBA-wide. Adopting the simplified forms
and processing procedures could provide the impetus to attract
additional banks to or encourage greater participaticen in the
loan guaranty program.

SBEA needs to implement a system to monitor and provide
an oversight function for the certified bank's SBA loan port-
folio. The need for a system to monitor certified banks is
especially important now that SPA has the authority to del-
egate to lending institutions the authority to determine
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eligibility, creditworthiness, loan monitoring, and collec-
tion and liquidation.

RECOMMENDATIONS

We recommend that the SBA Administrator:

-~Require that the simplified loan application forms
and processing procedures be adopted agencywide.

~«Inform banks of SBA's efforts to reduce loan pro-
‘cessing time and simplify loan application documents.

-~Monitor the activities of the banks operating under
the bank certification program to assure compliance
with program rules, regulations, and guidelines.

AGENCY COMMENTS

SBA commented that it was in full agreement with the
report and that initiatives were in process to address each
of the recommendations (see app. VI). SBA stated that by
March 31, 1981, loan application forms would be revised and
in use agencywide and that a marketing/outreach program would
be created. The bank certification program was being ex-
panded and changed to lessen the eligibility criteria for
smaller banks. 1In addition, during fiscal year 1981, SBA
said that in three regions it would test clearinghouse banks
through which small banks could participate in the certifi-
cation program. SBA believed this method could better mar-
ket SBA to small banks in the more rural communities. SBA
also stated that the development of a monitoring system for
certified banks is in process and expected to be completed
by March 31, 1981.
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QUESTIONNAIRE METHCDCLOGY

To identify disincentives to participation and the extent
to which the 7(a) program is used by those eligible for assis-
tance, we used questionnaires to develop a data base. Samples
from various groups involved with the guaranty loan program
were mailed qguestionnaires designed to obtain the needed in-
formation. Banks and 7(a) guaranty loan recipients were ran-
domly selected nationwide to receive our guestionnaires.

These samples were selected to provide minimum precisions
between 5 and 6 percent and a 95-percent confidence level for
attributes. SBA employees in five SEA districts and busi-
necses selected from telephone directories in four of the five
districts also received questionnaires. The five districts
selected were Honolulu, Anchorage, Seattle, Chicago, and Des
Moines. These districts were selected because they represent
all SBA loan volume classes, unit~ and branch-banking States,
and rural and industrial areas.

Bank guestionnaire

The Federal Deposit Insurance Corporation (FDIC) sys-
tematically selected a sample of commercial banks from its
bank data base for our review. Savings and loan institutions,
mutual savings banks, and foreign banks recognizable by name
were omitted because State laws vary on whether or not these
financial institutions are eligible to participate, and his-
torically, those eligible make few 7(a) loans.

For the national sample, banks were divided into two
groups--those with total assets exceeding $300 million and
those under $300 million. Larger banks historically make
more SBA loans, and stratification assured that a represen-
tative number would be selected. After adjustments, the
universe included 384 commercial banks in the over $300
million group and 13,638 in the second group. We selected
the parameters needed for statisticel validity and determined
sample sizes, but FDIC selected the actual sample for both
groups. We did not perform a specific audit on FDIC's data
base, nor did we supervise the actual sample selection.

Using its national list of both insured and uninsured banks,
FDIC placed all banks in descending order by total assets and
selected every third bank, starting with the third bank, for
the over $300 million asset group, and every 48th bank,
starting with 48th, for the under $300 million group. The
518 guestionnaires were mailed in December 1979 and a follow-
up letter was sent in January 1980. The following table
illustrates the bank questionnaire response rates.
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Category Universe Sample Returned Percent
Over $300 384 255 227 89
Under $300 13,638 271 219 81

A copy of the guestionnaire with the numerical responses is
included in appendix III.

CGuaranteed loan recipients

To select a sample of businesses which have received SEA
loans, we contacted SBA's Reports Management Division in
Washington, D.C. After SBA revised its listing of outstanding
loans to meet our criterion that only those loans approved
and disbursed in fiscal years 1978 and 1979 be included, we
had a universe of approximately 39,600 businesses. SBA
selected the sample, using a random start and selecting every
99th name thereafter for a total of 400 businesses. Again,
we conducted no specific audit on SBA's data base and did
not supervise the actual sample selection. We revised the
sample of 400 to exclude duplicate names and direct and
immediate participation loans. The remaining 330 businesses
were mailed questionnaires in February 1980. Of the 330
mailed, 18 were nondeliverable and 245 were returned by our
initial cutoff date. An additional 11 cuestionnaires were
returned late. The numerical results of this guestionnaire
are located in appendix II.

Small business community questionnaire

Because there is no complete and current listing of small
businesses in the United States, a statistically valid sample
of the small business community could not be made. However,
these samplec were selected so as to assure a representative
cross section of business categories. For example, using
the Census Bureau's "County Business Patterns 1977," we di-
vided four SBA districts into counties and, using the Stand-
ard Industry Code, determined the number of businesses.
Representative cities within each county were selected, and
using the city's telephone directory, we selected the proper
number of businesses from each Standard Industry Code classi-
fication. Businesses which were readily recognized as most
likely not meeting the loan program's eligibility reguirements
were excluded from the sample. The businesses selected were
mailed guestionnaires in March 1980 and a followup letter was
sent in April 1980. The following table shows the sample
size, the number of responses, and the response rate for each
SBA district.
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Nonapplicant Summary

Questionnaire Sample size Responded Percent
Chicago 120 54 45
Seattle 118 83 70
Honolulu 119 61 51
Anchorage 119 62 52

A summary of these nonapplicant questionnaires, with numerical
responses, is in appendix V.

SBA emplcyees questionnaire

We asked SBA personnel in the Anchorage, Honolulu,
Seattle, Des Moines, and Chicago SBA district offices to
complete a guestionnaire. We distributed the guestionnaires
between December 1979 and March 1980 to the following SBA em-
ployees in the five districts: District Director, Assistant
District Director - Finance and Investment; Chief of the
Finance Division; Chief of Portfolio Management; Chief of
Management Assistance; Chief of Loan Servicing and Liquida-
tions; Loan Officers and the District Counsel. The numerical
results of these responses are summarized in appendix IV.

Our auditors, psychologists, and statisticians designed
the questionnaires specifically for this review. Development
of the questionnaires included pretesting with bankers, busi-
ness owners, and SBA employees in several locations to facil-
itate understanding and minimize response time. The results
of our analyses are discussed in chapter 2.
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U.8. GENERAL ACCOUNTING OFFICE

Survey of Small Businesses'

Experiences with the SBA Guaranteed

Loan Program

INSTRUCTIONS: 2. Approximately what were your gross receipts for
fiscal year 19787 (Check one.)
The U. §. Gemeral Accounting Dffice is an
agency of Congress responsible for evaluating 1. 46 Less than $49,999 (8)
Federal programs. We sre currently reviewing the
Smell Business Administration's (SBA) efforts to 2. 39 §50,000~$99,999
deliver financial and management assistance to
amall businesses. 3. 56  $100,000-5249,999
The results of our review will be reported to 4, 30 $250,000-%499,999
the Congresa. This questionnaire is an opportunity
for you to provide information which could have a S. 36 $500,000-$999,999
significant impact on any recommendations we might
neke, 6. 34 $1,000,000-54,999,999
This questionnaire is numbered only to aid us 7. 1 $5,000,000-59,999,999
in our follow-up efforts and will not be used to
identify you with your responses. All information 8. = More than $§10,000,000

you supply will be kept confidential and only sum-
mary totals will be used in our analyses and reports. 3. How many permanent full-time employees do you
currently have? (Enter number, Do not include

Throughout this questionnaire there are numbers yourself or unpaid family members.)
printed within parentheses to assiet our keypuncher AVERAGE
in coding responses for computer analysis. Please 11 .
Number full-time employees  (9-12)

digregard these numbers.

4. Before getting this SBA loan, how many years
experience did you have as the owner of a
business? (Check one.)

Please return the completed questionneire in
the enclosed gelf-addressed envelope within 5 ~
days, if possible. If you have any questions,
please contact Ray McInrosh at (206) 442-5356. We

appreciate your participation and cooperation. 1. 54 None (a3)
2, 7 Less than 1 year
NOTE: In answering the questions, please con- 3, 34 1-2 years
sider the SBA guaranteed loan you ob-
tained on the date stated in the first &, 52 3-5 years
paragraph of the cover letter.

5. 40 6-10 years

BACKGROUND :
—— 6. 58 More than 10 years
1. Which of the following categories best describes

your businesa' major activity? (Check only one,) O Was the amount of this $BA loan more, less, or

equal to the amount you originally requested?

1. 13 Agriculture 6. 26 Wholessle (7) (Check one.,)

2. 1 HMining 7. 87 Retail L. 37 ore than originally requested  (14)

3. 12 construction 8. 65 Services 2. 197 Equal to original request

4. 35 Manufacturing 9. 0 Fivance 3. 9 Less than original request

5. 4 Transportation NOTE: The nurbers which appear beside many of

16, 7 Other (Please the questions indicate how many respon—
specify.) dents answered in that manner. All re-
spondents did not choose tO answer every

— question, For this reason, and because

same Of the questions were not intended
to be answered by every business, the
number of responses for each individual
question may total less than 245,
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6. which of the following best describea why you 11. About how many days pasaed between the farst
obtained this SBA loan? (Check one,) time you first contacted a bank until you
located & bank that would participate in a
1. 80 To start up a new business venture (15) SBA guaranteed loan? (Check onme.)
2. 45  To increase working capital 1. 28 Less than 7 days (29)
3. 98 To expand business, purchase new 2. 18 7-14 days

equipment, etc.
1 3, 11 15-30 days
4. 5 Other (Please specify,)
4. 18 31-60 days

5, 22 More than 60 days
7. From which of the fullowing sources have you

obtained informatiom about $BA's loan program? SBA LOAN APPLICATION:

(Check all that apply.)

12, Did you obtain any assietance from each of the

L. }7 Business organizations (Chamber (16) following sources in preparing your SBA loan
of Commerce, etc.) - application? (Check one for each.)
2, 18 Newspapers and pericdicals (17)
Yes | No
3, 182 Banker (18) 1 2
(30)
4. 68 accountant or lawyer (19) 1. Accountant 13l 95
. [&39]
5. 44 Business cesociates {20) 2. Banker 175 54
(32)
6. 18 SBA sponsured aeminars (21) 3. Lawyer 57&58
. c ltant (33)
7. 2 SBA “Circut rider" (22) 4 ?;n::?f’;!;t onsultan
v —_— 12205
8. 6 Television-Radio advertisements (23)
9 5 Federal agency other than SBA (24} 5. "Loan Packager" — (34)
i zati
10. 1 other (Please specify.) _______ ~ (25) g:ﬁ::i::.ﬂh::
specializes in the
preparation of SBA 238196
8., Was this your firat S$BA gusranteed loan? loan applications
(Check one.) 6. Other (Please specify) (35)
1. 200 Yes (261 10196
e e e e
2. 43 No
PO :

BANK PARTICIPATION:

§. Did you have to contgct more than one bank to
find one that agreed to participate in thie SBA
guaranteed loan? (Check ome.)

1. 70 Yes (27)
2. 173 Ne - If no, skip to 12.

10, About how many banks did you have to contact?

L. 45 2 {28)
2. 29 35
3. 1 5-10

4. More than 10
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13.

spplication process?

How satisfied or disestisfied vere you with
each of the following sspectse of the SBA losn
(Check one for each.)

1,

Availability

of information
regarding the
SBA Progrem

83

102

2. Clarity of
application
instructions

61

99

44

3.

Amount of

paperwork and

documentation
requeated

34

66

48

36

Time 1t took
to go through
application
proceas

35

60

45

48

Time it OOk
to get loan
approval

79

34

38

35

Time it took
to get woney
after loan
approvil

12

91

19

14

Other (Pledse
specify.)

(38)

{am)

(38}

(39)

(40)

(41)

(42)

29
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14, How much of a problem, if any, was each of the
following in obtsining your SBA loan? (Check
one for each.)

&S s
~ &
P .j’ J? g? ®
% ) q & A8
5 "0 & .Q fnd
L S/
SNV YAV LYY
o o foF S
1 2 3 4 5
1. Location of
SBA office 214 11| 11 2 3t wn
. Hours o
operation, of -] 462
SBA office 222 6 6 3
3. The need to
obtein help (45)
to prepare
aoplication 158 46| 161127 5
4. Requirement
to submit (467
additional
information
sfuer the 151 42| 21/ 14| 9
application
wag submitted
5. Conferences
you were re- 47)
quired to
attend 204 13| o 2| 2
6. Other (Please
specify.) {48)
q - - - -

15. Oversll, how satisfied or dissatiszfied were you
with the SBA loan application process? (Check
one.)

1. g7 Very satisfied (49)
2. 112 Generally satisfied

3. 30 Neither satisfied nor dissatisfied
4. 24 Generally diseatisfied

5. 7 Very dissatisfied
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APPENDIX II

NOTE: All numbers on this page are averages.

Questions 16 to 20 deal with the numbexr of contacts
YOU 0r your representative had with SBA and bank

About how many times did you or your representa-
tive have personsl conferences (not at your place

ataff during the loan application process.

if none, enter 0.)

of business) with SBA and the bank?

(Enter number;

16. About how many times did you or your repre- ,
santative submit application forms or other _ 1  times with SBA (62-64)
written data directly to SBA and the bank?
(Enter number for emch; if none, enter 0.) ____IL__ times with bank (65-67)
——2 times to SBA (30-52) 19, About how many timés did SBA and/or bank repre-
sentatives visit your business before you obtained
3 timee to bank (53-55) your funde? (Enter number; if none, enter 0.)
17. About how many telephone conferences did you or 0 times SBA visited your business (68-70)
your representative have with SBA and the bank? R
(Enter number; if none, enter 0.) 1 times bank visited your business (71-73)
______5___ telephone contacts with SBA (56~58) 20, About how many times did you or your representa-
tive have a joint conference with SBA and bank
8 telephone contacts with bank (59-61) staff? (Enter number; if none, enter 0.)
1 number of joint conferences (74-76)
21, Listed below are five steps a business owner goes through in obtaining an SBA guaranteed loan. Please
enter your best estimste of the number of calendar day(s) it took to go through each step. 180
Dup (1-6)
Step Activities P Elapsed Time
1. Business owner obtains From the time business owner first contacts
SBA program information bank or SPBA regarding needed fimameing 24 day(s) (7-9)
regarding eligibility
and application Until the time business owner has enough informa-—
procedures tion and decides to pursue a SBA guaranteed loan
2. Business owner negotiates From the time business owner first submits a loan
with bank(s) for SBA proposal to a bank 20 day(s) (10-12)
participation
Until the time business owner obtains & bank's
- agreement to participate in a SBA guaranteed loan
3. Bank reviews From the time business owner submits application
application to bank 17 day(s)  (13-15)
Until the time bank forwards the application,
with its recommendation, to SBA
4, SBA reviews From the time $BA receives the application 32 day(s) (16-18)
application
Until the time SBA notifies the bank of approval
S. Bank processes funds From the time bank receives SBA approval notice 21 day(s) (19-21)
Until the time business owmner actually receives
Tunds
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How satisfied or dissatisfied were you with

22. Did SBA and/or the bank nsuin chat you 26,
obtain some management advice or asmsistance each of the following aapecte of the SBA
before or after the loan was disbursed? aseistapce? (Check ome for each.)
(Check one for each,)
)
-3
éog & oy
@ o ) JAE 2
& fi By @ N <o D
&I Gy A S TS
ol ol 2 2 A S o
<. ”6"@0"? “'3'0 o';v‘a‘w”b Y,
& & jyﬁféyg’é?'* ¢’ o Qf;' A, .J?
(533 o3 513 8 I T
S of o / 'y
LA ol P S
1/2 3/ 4
[ 1. Availability of
1. sBa (22) necded assigrance [29]31121 | 7] 5l @
192 20 9 9 . Time 1t took to
get needed ’ (28)
2. Bank 20d 14| 4] 10 23 agsistance 23132/28 | 51 3
. Usefulness of
assistence - (29)
23. SPA does provide management asgistance to some relevant to your
small businesses. Listed below aré several problems 22429/23 |11} 7
kinds of assistance SBA provides. Plesse in- 4, Clarity of
dicate whether or not yow received each of written business (30)
the following typee of assistance. (Check one material
for each, provided 21{27 28 |10 4
5. Competency of
Yes | No $BA staff/volun- (313
1 3 teers 27126129 | 5 3
1, SBA Msnagement Assistance - 6. Other (Please
staff of SBA provides specify.) (32)
assistance and advice (264)
to small businesses and 41 92 -3 111 2
individuals
7. SCORE {Service Corps of Retired
Executivea) or ACE (Active Corps
of Executives)-Volunteer arm of 47 184 (25)
SBA mapagement assistance
rogran
3. Small Business Institute - 25, 1In your opinion, was the SBA management
Buginess counseling provided 18 211 (26) agsistance provided at the right time or was
through colleges or yniversities it provided too early or too late to be of

IF YOU CHECKED NO TO ALL IN 23, SKIP TO
QUESTION 27.

31

use to your business?

1. 3 Provided too early (33)
2. 45 Provided at about right time

3. 14  Provided toc late

4. 32 Not time critical
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26,

27.

28,

Overall, how satisfied or dissatisfied vers you
with the management aseistance you received

APPENDIX II

OPLNIONS /COMMENTS :

from 5BA? (Check one,) 29, & emall business that is eligible for SBA
assistance may not avail itself of needed SBA
L. 25 Very sacisfied (34) vervices for various reasons, In your opinion,
to what extent, if at all, does each of the
2. 31 Generally satisfied following factors explain why a small business
would not avail itself of SBA ass.siance?
3. 30 Neither satinfied nor dissatiefied {Check extent for each factor.) </ &
< L
<, Y <
4. 8 Generally dissatisfied & & WA
~ o S
R/ £
S. 4 very dissatisfied & & 0.\5'0 &
o, 2
<~ ~
Have you ever received any mansgement advice & 3;' 3 %ds?'. Nc' ‘55’
or aseistance from a source other than SBA? e “'
{Check one.) if2 /3 /475
103 1. They lack avare~
1. Yes (35) ness of SBA d (a7
rograms 58 68| 392935
2. 132 Kowm1f no, skip to 29. 7. They believe only
minority groups (38)
From which of the following eources have you are eligible for 3&46 34/33|75
obtained management advice or sssistance? SBA assistance
(Check all chat apply.) 3. They have a
negative opinion (39)
1. © Management consultant (36) regarding SBA 4313114539167
4, They are able to 1
z. 16 Accountant obtain needed d 1 (43)
assigtance from
3. 1 Lawyer other sources 403616062)30 '
. ey do not want '
4. 12 Banker involvement with ‘ t41)
the Federal
3. 8 Other (Specify) Government 5§51 3538147 |
8. They find it too I
difficult to qual- 1 {42)
ify for shA 4245|5840/ 38 |
dsgistance i
7. They find it too s
time conauming to Pias)
ootain SBA 7156/ 4230{26 ;
assistance ;
&. They are diecour- |
aged from utiliz~ ; ; (44)
ing SBA by their 2'4 14 l§40 124
bankers .
§. Other (Please 1
specify,) (45}
g2 - 2

l
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30. In your opinion, how much importance do banke

place on each of the following factore im
making decisions to make a loan to a emall

businens?

1, Ceneral moral
character and
standards of
borrowers

103

16

37

10

. nagement
ability of
borrovers

107

85

30

3, Degree to which
prospects of
business will
enable loan

e EERAYTENE

161

59

12

4, Nature snd
value of
business
collateral

149

61

21

5. Loan being
guarsnteed by
SBA

129

66,

21

§ . Nature and
value of other
callateral,
including
ability of
principale to
repay from
personsl
agaste

126

68

30

7. Past perfor-
nance of

74

29

11

buaiue%p

. Other (Plesse
specify.)
o emra————-

—————————

(46}

(e

(48)

{49)

(50)

(51)

(52)

(53)
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ments on gay of the items within this question-
neive are slec walcomad.

ane. ARy com~



APPENDIX FII

APPENDIX III

U.S. GENERAL ACCOUNTING OFFICE

- SURVEY OF BANKS REGARDING
THE SBA-GUARANTEED LOAN PROGRAM

3. Overall. in deciding whether or not to lend to 4 particulur

smalf business client, huw important it ot allis each of the
following factors? /Check one for each.; .

INSTRUCTIONS:
The LS. General Accounting Office is the agency of
Caongress responsible for evaluating Federal programs. We are

currenthy reviewing the Small Business Administration’s (SBA)
etforts 10 deliver financial and management assistance to small

businesses.
The results of our review will be reported to the Congress.

This questionnaire is un opportunity for your institution 1o

provide infurmation which could have a significant impact on

any recommendations we might make.

This guestionnaire is numbered only to aid us in our

followup cfforts and will not he used 1o identify you with
vour responses. Al information vou supply will be kept

confidential and only summary totals will be used in our

alyses and reports,

Throughout 1his questionnaire there are numbers printed
within parentheses to assist our kevpuncher in coding responses
for computer analysis. Please disregard these numbers.

Please return the completed questionnaire in the enclosed

selt-addressed envelope within § Jdays, if possible. If you have
any questions, please contact Ray Mclntosh 4t (206)442-5356.

We appreciate your parficipation and cooperation.

BACKGROUND
Is your bunk a unit ur branch bank” (Check one.)
(7)

1

4

212 -
AVERAGE  __18 _ Number of branches

2. Which of the following statements best describes your
bank’s general policy regarding the provision of long-lerm
loans (greater than one year) to small business chents?

234 1. D Unit bank
. D Branch bunk  please specifyv number of branches.
18-10)

{Check one.)
69 1. D Strongly encourage or actively solicit (1t

168 2. D Generally encourage
172 3. D Neither encourage nor discotrage

33 4. D Generally discourage
4 5. D Strongly discourage or retuse (o make such foans

ilfls]F]F
S EfF)E 02
1 2 3 4 5
1. General character 2
and moral standards bol 139 | 14 1 1
ot borrowers
2. Management ability P13
ot borrowers PS0 187 - -
3. Degree to which (14
prospects of business
will enable loan re-
payment P8O 42 1131 1| -
4. Nature and value of 155
business collateral 9 pispneda| 71 1
5. Loanbeing guar- Ly
anteed by SBA 77 [L08 [149 | 62 | 43
6. Nature and value of T
other collateral,
including ability of
principals to repay 29 169 0711 33 1
from personal ussets
7. Past performance o IAE
business 119 RS0 169 7 -
8. Other  Pleas - Iy
3197 -
spocify. 1327 > 1
- i
A |
Cowath
L Peo

Has vour bank

SBA for paitan
¥ ;
Cheoa e

4

gram’

30 [
30 * D Ao
: [ ] Unocians

29

34
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APPENDIX III

6. Overall, how much knowledge do your bank’s executive
officers and commercial loan officers have regarding SBA

5. A small business that is eligible for SBA assistance may not

avail itself of SBA services for various reasomns. In your
opinion, to what extent, if a1 all, does each of the following

factors explain why an eligible business would not avail
itself of SBA assistance’ (Check une for each.)

Joan programs and processing procedures? (Check one for

each,)

x - §
z g ]
£ ¥ s < ]
4 ~ Z ) »
~1 53/ 5] &[5
{ 2 3 8) S
Executive officers’
1. They lack awareness (21} knowledge of
oI SBA programs 42162 137 8g 17 1. SBA loun programs
2. They beheve vnly 122) 2. SBA loan processing
minority groups are procedures 26 (111 (139 |107
eligible fur SBA
assistance 31| 96 100 | 1004 110 Loan officers’
knowledge of
3 They have negutive 1231 N - .
opinians regardic g 3. SBalown programs | 510164 [148 | 65| 121 41
SBA 33 |117 1132 ) 107 47 4. SBA loan processing (32
procedures 461137 {144 | 88| 25
4 They ure shie to 124)
obtain needed SBA PARTICIPATION
assistance from other 30 119 hso 98l 40
saurces \pproximately how many SBA-guaranteed loans does your
bank usually make in a vear? /Check one.,
3. They do not want i25)
involvement with the as 1. D None (IF NONE, SKIP TO QUESTION 200 129)
Federsl Government | 71 1128 [109 | 8Q 39 245 3. D 10
6. They find 1t too time 126) 62 1. D 11.25
consuming o obtain - )
SBA assistance 122 169 | 88| 52| 7 32 4[] 6-%0
7. They are discouraged (27) 10 5. D 51-100
by their bankers from 61251671123 215 2 6. [:] 101--200
utilizing SBA
= 7. [] More than 200
. Other (Please 128} .
specify) gy 6 7 y 1 8. Please enter below a.) the number of loans and b.) the totul
’ Joan amount outstanding (to the nearest thousand dollars)
for both the commercial Toans und the SBA wuaranteed
luans in your portfolio as of September 30, 1979, .
a.) Number b.) Amount
Averages of loans outstanding
Commercial
loans 3234 5.2984,447 000
/34-39) 40-47)
SBA guaranteed
32 s__8¢368 o000
(54-61)

loans
(48-53)

NOTE: The responses to this guestion were not
used as they appear unreasonable in view

of the other responses.
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APPENDIX III

Considering the loan amount recommendations you made
to SBA during the past 3 years. approximately whai
the recommended loan amounts were

of
accepted, reduced or increased by SBA? (Lnter percent-

9. Of how much importance. if any, was each of the follow-
ing factors in your decision 1o participate in the SBA-
Guaranteed Loan Program? (Check one for each.) percentage
age for each category; if nonc, enter 0.1
. X P averadd
s{.18/./§ 565 _ % loan recommendations that were 179
53: 5 £ § é_g accepted by SBA
15185/ ¢ ) o
§ §° & g/ s 4_ % loan recommendations that were 710-12)
s FfM 5] 3]e reduced by SBA
- N I B~
I e 3 3] =
S e 1 % loan recommendations that were (13-15)
. 3 3 a P increased by SBA
. . % tal lo: : tions to SBA
1. Ability 10 offer (62) 100%  Total loan recommendations to SB
regular clients a
E’;::‘:Elss' range of 651132] 75| 521 28 12. Generally. does your bank automatically request the 90/
’ SBA guarantee or does it request o guarantee pervent
critaria® 1 Bee -
3. Ability to provide (63) based on some other criteria? (Check one. )
service to clients . ’ PP, ,
who mav not be 345 1. D Generally request 90°7 guaruniee LY
eligible tor loan 6 -
2 Generally request other than maximum. based
thout § D
:ular:nulee BA 14611471 39| 15 4 on other criteria /Please specity oriteria used.
3. Increased earnings (64)
to bank 20] 60|1l0| 78] 82
4. Ability 1o offer SBA 165 13. liuring, the past 3 ;,'ear's e:buut hf)w t);’(j.\luzlSE‘%‘t ch—;p[cd
guarantees for resale the guarantee percentage vou requeste HCCK cone
in secondary market | 29| 38] 50| 394183 245 1| [:] Always or almost sheys Er
5. Reduced risk to bank| 101} 147 63| 27| 10| (66) 89 2 [:] Usaally
6. Other (Please 9 g 2 - -] 167) 8 e
specify.) 3 D About half the time
3 4. D Sometimes
2 S. D Seldom if ever

or discourage SBA participation? (Check one.}

71 1. D Strongly encourage

138 2. D Generally encourage
134 3. D Neither encourage nor discourage

7 4. D Generally discourage
25 D Strongly discourage

10. In general, do your bank’s policy level officers encourage

168}

1180,
Dup T(16)
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APPENDIX III
14, Are the loan officers of your bank who have direct 15, Compare the level of complexity for each of the following
responsibility for SBA loan processing provided with each steps for SBA-guaranteed loans with the same steps for
of the following types of materials regarding SBA- your regular commercial term loans. (Check one each.)
guaranteed loans? /Check one for each.;
Yes No - £z ¢
f1§)8) 5
P A A B
1. SBA prepared descriptive (18) s/ 2 JE 2/ 3
material 291 52 5 g/ ¢ /s
§1&/3):/¢2
2. Bank prepared descriptive (19 /s /< /=<
material 139 199 S/&/1F] 51 Z
L 2 3 4 5
3. SBA prepared procedures 20}
manual 198 | 142 1. Preparation of 124)
application docu-
4. Bank prepared procedures (21) ments 1441165 36| 1 1
manual 128 209 A o ae
2. Credit check 6| 33[303] 4 1 (25)
5. SBA prepared checklists 268 b 122) 3 Character check 10l a6l276i1s | 1 | =%
6. Bank prepared checklists 132 | 203 (23) 4. Collateral review 14| 68254 9 (271
S. Disbursement (28
procedures 751170 99| 1 | 1
6. Loan servicing (29)
procedures 34145159 4 | 5
7. Loan committee 30}
actions 20| 46 [269] 7 1
& nher (Specity. (311)
crispecy b2l -~

Activities

Elapsed Time

12 day(s)
(32-34)

16. Listed below are 5 steps a business owner goes through in obtaining a SBA-guaranteed loan. Please enter your best estimate of the

From the time business owner tirst contacts bank or

number of calendar days it would typically take to proceed through each step.
SBA regarding needed financing.
Unul the time business owner has enough infor-
mation and decides to pursue a SBA-guaranteed

Step

AVERAGES
1. Business owner obtains SBA program

information regarding eligibility and
loan,
From the time business owner tirst submits a

loan proposal to a bank.

application procedures
Until the time business owner obtains a bank’s
agreement to participate in a SBA-guaranteed loan.

1. Business owner negotiates with
Bank(s) for SBA participation
From the time business owner submits application
to bank.
Unul the time bank forwards the application, with
its recommendation, to SBA.

3. Bank reviews application
From the time SBA receives the application.
Until the time SBA notifies the bank of approval.

From the time bank receives SBA approvai notice.

4. SBA reviews application
Until the time business owner actually receives funds
=0

S. Bank processes funds

_...__.9..day(s)
(35-37)

7.5
day(s)

{3840}

20 day(s)

(4143)

14 day(s)

44-45)
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MANAGEMENT ASSISTANCE DISINCENTIVES

AVERAGES

(7 Based on vour experience sbout what percentage of your 20. To what exteny. i at ail.is cach ol the toliowing factors a
disincentive to your bank’s participation m the SBA-

SBA loan applicants should receive sume management

adyice ur sssistanoe’ Jhnter percentage.) guaranteed loans program’? {Check one tor cach. |}

—43 0 in need of some management (4749}
assistane

1% i your opinion about what percentage of your SBA loan
upplicants whom you feel are in need of some manage-
ment adwvice or assistance actually obtain the needed

assistunce? (Enter percontage.}

24 ;i need that alisin: assistance (30-521
{9, How trequently, if ever. are your SBA loan applicants I Lack of demand for
. How fre v, if ever. are yo A loan applican SBA-guaranteed
provided with management assistance by each of the luansg g 27] 73124 91 123
foltowing sources? (Check one for each.) - - .
Y. Bank policy-making (38)
officers discourage
participation with 9| 111 401 70309
SBA
. & 3. Ability to meet loan (341
2[5 ¢ needs of clients with-
/53 out SBA yuaranivees 411159 [105| 87 46
= iy
£ [<)S 4. SBA loan applivants y
too marginal even
with SBA guarantee 68111 (102100 58
V=1 5. SBA Jouns require fl
' Your hank teo much time.
Yout ban paperwork. ete. 86 /104 {103} 86| 60
hrough luan
Afficers Or an exist - 6. Insutticient vield on ; il
ing management SBA louns 25} 58] 95f 91]166
Jssistance group 85 1117{11( . Other /Please LR
specifv., -
2. SBA management 154} 5 7 3 1
assistance officers 61 32(13q 93 37{38

3. Private consultants 155) CONTACT
(CPA's attomeys. | 22 [107/144 37 18119 .
21, Your response to this survey willas siied above. be held
in contidence. In o tew instances it may he revessary fo
contaat respondents to obtamn clarification o additionat

4. Other /Specify.) {56} .
’ g 4 -1 information, Please provide the name. tule und phone
number of the individual that should be contacted ifuany

personal tollow up is necessary.

consultants}

NOTE: The numbers which appear beside many ;;'lze
of the questions indicate how many bankers Phone i Area)-
answered in that manner. All respondents
did not choose to answer every question. COMMENTS
For this reason an:l'because some of the 22001 vou have any additional comments on any oi the items
questions were not intended to be answered  within the questionnuire or any suggestions regarding

by every bank, the nurrber of responses far jmprovements that you feel should be made in the SBA

each individual guestion may total less program. please express them on the back ot this nage
than 446. i Attach additional sheets if necded. )

. i

A

FNUMBCF ) e
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U.5. GENERAL ACCOUNTING OFFICE

SURVEY OF $BA EMPLOYEES RECARDING THE SBA

GUARANTEED LOAN PROGRAL

INSTRUCTIONS:

We are administering this questionnaire to SBA employees who are
invoived with the processing of 7(a) guaranteed loans and the delivery of
management assistance. The questionnaire asks for your knowledge, opinions,
and observations regarding the operations of these programs.

1. llame

Title

2. Some businesses may be eligible for SB) assistance and yet not use the
SBA services. Indicate the extent, if any, that you believe each
reason explains why & business would not seek SBA assistance. Please
rank your answers on a scale of 1 being very great extent to 5 heing
little or no extent. - -

/
! 1
They lack awareness of SBA prograus g 14
They believe only nilnority groups are ; ' ; ;
elizible for S$BA assistance 6 8 10 18 7 !
T
Thev have negative opinions regarding SBA- 4 & 10 | 1 ¢ 10
They are able to obtain needed agsistance 1 ;
from other sources 5 11 i1t 13 '8 I
Thev do not want involvement with the J ' ) . :
Fedural Government 3 J 10 j12 513 1
They find it too time consuning to obtain ‘ ‘ : i
SBA assistance ' . 3 : 16 14 - 8 8
They are discouraged from utilizing SBA .
by their bankers - 2 10 12 24

NOTE: The numbers which appear beside many of the questions indicate how
many respordents answered in that manner. All respondents did not
choose to answer every question. For this reason, and because some
of the questions were not intended to be, answered by every husiness,
the number of responses for each individual question ray total less
than 49.

T
|

NOTE: This questionnaire is a summary of the responses received from SBA l
enployees in the Anchorage, Chicago, Des Moines, Honolulu, and Seattle
SBA district offices. l
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What is the primary source by which businesses learn of SBA's programs?

o 3.

(Check one.)

Business organizations

AN

/ Newspapers and periodicals

&

Referred to SBA by bankers, accountants, or lawyers

|

Business associates

~
~

3
/4

/ SBA "circuit riders"

|

$BA sponsored business seminars

~
-~

1:7 Television - radio

1:7'0ther (please specify)

4. 1In general, how knowledgeable are loan applicants of SBA programs when

they first contact SBA? (Check one.)

LET Have no knowledge of the SBA's programs

AE?—Have limited knowledge of the SBA's programs

Lz~ Have some knowledge of the SBA programs

127 Have general knowledge of the SBA programs

Lﬁ? Have considerable knowledge of the SBA programs

5. Listed below are 5 steps a business owner goes through in obtaining an
SBA-guaranteed loan. Please enter your best estimate of the number of
calendar days it would typically take to proceed through each step.

AVERAGES

Step Activities Elapsed Tiwme

1. Business owner obtains SBA From the time business owner
program information regarding first contacts bank or SBA
eligibility and application regarding needed financing.
procedures Until the time business owner

has enough information and
decides to pursue an SBA-

guaranteed loan. 14__day(s)
2. Buginess owner negotiates From the time business owner
with Bank(s) for SBA first submits a loan proposal
participation to a bank.

Until the time business owner
obtains a bank's agreement to
participate in an $BA-guaran-
teed Loan. 14 day(s)

3. Bank reviews application From the time business owner
submits application to bank.
Until the time bank forwards
the application, with its

—_ recommendation, to SEA. 17 day{s’
4. 8BA reviews application From the time SBA receives
the application.
Until the time SBA notifies
. the bank of approval. 16 day(s)
5. Bank processes funds From the time bank receives

§§K"approval natice.
Until the time business owner
actually receives funds. 20 day(s}
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6. In general, how satisfied or dissatisfied do you believe applicants
are with each of the following alements of the loan process?

Availability of information regarding
the loan process

Clarity of SBA loan application : :
documents . ;26 9 12

J— Amount of paperwork required :\ 5 !: 14 24 5
Timeliness of loan application process 300 21 E 10 11 ‘3
Timeliness of loan approval L4 i 20 15 - 7 2
Timeliness of loan disbursement . 315 8 . 15 4

7. Please respon‘ on a scale of 1 to 5 as to the extent you believe each item
below causes significant problems for applicants.

Geographical location ‘
of SBA office !

Days / nours of SBA ¢ ; | i
office operation ‘ : ! 3 10 i 36

3 P 6 | 16

Need for outside help in ) f i

preparing applications 2 10 23 9 ! 5 )
Re-submittals of i . . : |
applications 3 7 20 : 12 . 7 !
Conferences at .

bank or SBA offices 1 7 19 21
Other (please specify 1 1 1 2
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12. Based on your experience with banks, what importance do banks place on
each of the following factors in deciding whether or not to lend to a
particular small business client? Please indicate your answet as 1
being very great importance to 5 being little or no importance.

General character and standards of borrowers !
Management ability of borrowers 16 | 24 8 |
Degree to which prospects of business |
will enable loan repayment 20 121 6 :
Rature and value of business collateral 13 21 12 1 !

1
Loan being guaranteed by SBA 17 | 17 13 : 1
Nature and value of other collateral,

including ability of principals to repay
from personal assets

W
[
—
—
~
fo2)

-
)
-
N
-
RN S

Past performance of buginess 17

T
| {
| .
|

no

Other (please specify)

13. Based on your experience with banks, of how much importance, if any, was
each of the following factors in the bank's decision to participate in
the SBA-~guaranteed loan program? 1 being very great importance to 5
being little or no importance

Ability to offer regular clients a
broader range of services

Ability to provide service to clients who
may not be "lendable" without $BA guarantee

Tnecreased earnings to bank
Ability to offer SBA guarantees for

resale in secondary market § 11 181 11 4 3
Reduced risk to bank "13 260 6! 1
Other {please specify) 3 2 4 1
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14. Based on your experience, to whab extent, if ‘at all, is cach of the following
faczors a disincentive to a bank's participation in the SBA-guarantecd loan
program? (Check one for each factor.)

Lack of demand for SBA-guaranteed loans

Bank policymaking officers discourage
participation with SBA

Able to meet loan needs of clients
without SBA gzuarantees

Consider SBA loan applicants toc I
marginal even withh SBA guarantee i

SBA loans require toc much tioe, ! |
paperwork, etc. 5 11 16 10

ot

Insufficieant yicld o SBA loans 1 3 1 10 22

Other (please specify)

15. Bascd on your experience with banks, how is the loan amount most commonly
deternmined for SBA-guaranteed loans?

231:7- Based orn the loan amount originally requested by the borrower.

Based on a loan amount determined by the bank's analysis of
repayment ability and collateral.

71~/ Based on a loan amount determined by SBA aralysis of the borrower’'s
request, repaycneat ability, and collateral.

16. 1In your experience, is the percentage of SBA guarantee requested by the
bank generally

441:71 An automatic request for the 307 maxiwum or,
34/ A request for other than the maximum based on other criteria.

17. Upon receiving guzrantee loan applications through banks, what percent
have the tequired paperwork filled out properly the first time? 43 percent
. -

1. Of these that are not properly filled out, the problem usually is:
(Check one.)

g/ / The banks don't understand procedures
111:7 Lack of cormunications between banks and SBA
21:7 The banks don't care

7/ / Application fumstructions are not ¢lear

16£:7 Orher (specify)

Col B8O
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NOW WE'D LIKE TO ASK A FEW QUESTIONS ABOUT THE LOAN APPLICANTS USE OF SBA BUSINESS

ADVICL AND ASSISTANCE.

19. How frequently, if ever, are applicants provided with business advice and
assistance from each of the following groups.

Through bank loan officers or an existing

barck management assistance group

SBA management assistance officers 3 15 17 6 3 2

SBA call contracting program i 3 19 14 g 1

SBA score/ace volunteers F 7 15 15 1 ) 7

T

SBA small business institute ‘ 1 7 15 12 11 2

Private consultants (CPA's, attorneys,

consultants) 1 15 14 9 5 4
I Other (specify) ;1 1 1 L

AVERAGE

20. How is a loan applicant's need for business

8 [:7 Self-identified by business owner

19 1:7- Identified by SBA loan officer

17 1:7 Identified by banker/accountant/lawyer
3 /7 oOther (please specify)

advice most usually identified?

2t. Based on your experience, what percentage of loan applicants should receive

business advice and assistance?

66 %
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22. 1In general, how satisfied or dissatisfied do
each of the follewing five aspects of the business advice a

process.

APPENDIX IV

you believe applicants are with
ad assistance

Timeliness of SBA assistance 28 7 3 1
Applicability of SBA advice

and assistance to client's problems 32 7 4
Understandability of SBA advice

and assistance materials 29 8 3 1
Competence of SBA assistance

personnel 25 9 3 2
Awareness of SBA assistance

programs 17 16 4 1

Other (specify)

THANK YOU FOR YOUR ASSISTANCE AND COOPEKATICN,
PLEASE WRITE THEM BELOW AND ON THE BACK OF THIS SHEET.

45
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APPENDIX V

U.S. GENERAL ACCOUNTING OFFICE

APPENDIX V

SURVEY OF SMALL BUSINESSES'
EXPERIENCES WITH SBA PROGRAMS

ISSTRECTIONS: 2

The J. §. General Aczounting Office is an

agency of Congress responsible for evaluating AVERAGE
Tederal programs, We are currently reviewing the

small Business Administration’s (SBA} effores to

Zeliver financial and management assistance to 3.

small businesses.

The results of our review will be reported co
-he Congress. This quescionnaire is an opportumity
ior vou to provide information which could have a
significant impact on any recommendations we might
make.

This questionnaire is numbered anly to aid us
in our followup efforts and will not be used to
identifv vou with vour responses, aAll information
vou supply will be kept confidential and only sum-
mary cotaly will be used in our analyses and reports.

.

Taroughout this quescionnaire there are numbers
printed within parenthesas t£o assist our keypuncher
in coding responses for computer anlaysis. Please
disregard these aumbers.

-~

Please return the completed questionnaire in
the anclosed self-addresgsed envelope within 5 days,
.f possible. Lf vou have any questions, please
zontact Ray Melntosh ar (206) 442~5356. We
appreciate vour participacion and cooperation,

3ACKGROUND :

L. Yhich of the fellowing categories best describas
your buginess' major activity? (Check one.)

1. 3 Agriculture 6. 23 Wnolesale (7)
2. 1 Mining 7. 81 Retail

3. 35 Construction 8. /9 Services

4. 18 Manufacturing 9. = Finsnce

5. 16 Transportation 10. 4 other
(Please specify)

How many full-time employees do you currently
have? (Enter number, do not include vourself
or unpaid family members.)

iz Number full-cime employees 8-1L)

Approximately what were your gross receipts
for fiscal vear 19787 (Check one.)

1. 42 Less than $49,999 an
2. 38 $50,000-599,999
3. 57 $100,000-5249,999

30 $250,000-5499,999

-

36  $500,000-5999,999

w

6. 37 $1,000,000-54,999,999

7. T $5,000,000-59,999,999

8. 3 More than $10,000,000

During the past 5 years, has your business
sought or applied for any long-term loans
(greater than L year) from any source such as
banks, finance companies, government agencies?
(Check one.)

1. 133 VYes (13)
2. 127 We ) If no, skip to questiom 6.

How much difficulty, if any, 4id vour business
have in obtaining needed long-term loans

(greater than 1 year) during che past 5 yvears?
(Check one.)}

1. 65 tittle or no difficuley (16)
2. 19 Ssome difficuley

3. 16 “oderate difficulty

4. 16 Great difficulcy

5. 19 Very greac difficulty

NOTE: The numbers which appear beside many of the
questions indicate how many resporfiertsTanswered

in that manner.

to answer every question.
because some of the gquestions were not intended
to be answered by every usiness, the number of
responses for each individual gquestion may total
less than 260.

All respondents did not cheoose
For this reason, and

46



AFPENDIX V

SBA_PROGRAME:
6. §BA offers & variety of programs to small busi«

nassas. SBA has Tesponsibility to ses Lo it
that businesans ave aware of the programs, Have
vou heard, from any source, about each of the
following SBA programs? (Check Yes or No for
each.)

i1 2

finangiil Programe ‘

SBA Guaranceed Bank Loang=~
Loans made
oy 34

5y bank and guaranteed

1Y )

+ 4]

ida direct
Loans made

3usiness Loans-- ]

directly by SBA 1589 (16)

Hanagement Programs

3.

imall Business Insvitute (SBLjwe
3usiness counseling provided

through colleges or :
dniversities ! 64

182 an

Ixecutives) or ACE (Active
“orps af Executives)--Volunteer !
arm of $BA management assistance I 69
Jrogram

180

|

I

|

SCORE (Service Corps of Retired I
|

|

|

|

(18)

3BA lanagement Assistance--— |
Assiscance provided by scaff of

3BA 2o small businesses and LY
individuals »

13¢ 19

Cail Contracting=-Consultants
aired oy 3BA to provide mansge~
ment assistance Co qualified
businessey

25( 223

(20}

and businesses

3BA Publications--Written
information regarding business
issues available to individuals

711 176 21y

10, Other (please specify)

IF YOU CHECKED
TO QUESTION 8,

70 ALL N 4 ABOVE, SKIP

From which of cthe following sources have vou
Jbrained informatien about S$BA programs? {(Check
all =zhat apply.)

1. 44 (22)

Business organizations (Chamber
a2f Commerce, etc.)

70
3. 59
4+, 31
5. 58
5, 18
7. 5
3. 27

Newspapers and periodicals (23)

Banker (24

Accountant or lawyer (25)

Business associates (26}

SBA sponsored seminars (27)

SBA "Circut Rider” (28)

Television-Radio advertisements (29)
Federal agency other than SBA (30

[&)9)]

APPENDIX V

§3A FINANCIAL ASSTSTANCE:

8,

10.

i1,

12.

47

Have you ever contacted SBA or a bank reglrding
an SBA loan? (Check one.)}

1. 74 Yes
2. 184 o pem

Have you aver actually received an SBA loan
(guarantead or direct)? (Check one.)

1. 21  Yes I
7. 63 Yo

Which of the following is the main reason why
you have never coutacted or obtained an SBA

(32}

1f no, skip to gueation LO.

$33)
1f yes, skip to quescion 11,

loan? (Check one.}

1. 54 Did not need financial assiscance (34)

2. 9  Did not qualify for SBA assistance (35)

3. 41 Other sources of financial assis- (36)
tance were readily available

4. 16 0id noc want to deal wich 5BA (37)

5. 58 Noc familiar enough with SBA (18)
srograms

6. 3 Banker advised against SBA (39,

7. 3 accountant or lawyer advised (40)
againat SBa

8. 2 SBA office location not coavenienr (4L)

9. A4 Other (piease specify) (al)

IF YOU DID %OT RECEIVE AN SBA LOAN AND ANSWERED

QUESTION 1¢, SKIP TO QUESTION 12.

Overall, how satisfied or dissatisried were you
with the 3BA loan program? (Check ome.)

1. 8 Very satisfied (&3)
2. 10 CGenerally satisfied

3. 7  Neither satisfied nor dissacisfied

4. 4  Generally dissatisfied

5. 1 very dissatisfied : N

SBA MANAGEMENT ASSISTANCE:

Have you ever contacted SBA regarding any man-
agement advice, informatiom, or assistance?
(Check one.)

1. 27
2. 230

Yea (44}

No Jewe If no, skip to question 15.



APPENDIX V

13,

Listed below are some types of management
advice and assistance SBA does provide., Please
indicate whether or not you have ever obrained
each Cype of assistance. {Check Yes or No for
each. )

Yes No
1 2

1.

SBA lanagement Assiscance--~
§taff of S3BA provides assis~
tance and advice co mall

businesses and individuals 2

2l )

2,

agement assistance program

3.

SCORE (Service Corps of Re= :
tired Executives) or ACE

ldctive Corps of Executives)
~-Volunteer arm of SBA man~- 9

(45)

Small Business lasciture==
3usiness counseling pro=
vided through colleges or 3

universities (47}

“.

Call Concracting-~Con~ )
sultants hired by SBA to

provide management assis-
tance to gualified 3

Susinesses | (48)

3.

Other (please specily)

. (49)

JIF YOU CHECKED SO 70 ALL IN QUESTION 13,

SKIP TQ QUESTICN 15,

Overall, how satisfied or dismatisfied were you
with the management advice, information, or
aggiscance you received from SBA? (Check one.)

1. 3 Very satisfied (50}
2. 2 Generally satisfied

3. | 7 |either satisfied nor dissatisfied

4. 2 Generally dissatisfied

5, © ery dissatisfied

IF YOU OBTAINED SBA MANAGEMENT ADVICE/

Wewee ASSISTANCE AND ANSWERED 14, SKIP TC

QUESTION 16.

5.

APPENDIX V

Which of the foilowing is the main reason why
you have never sought or cbtained SBA manage-

ment assistance? (Chech :ne.)

1. 74 Did not feel I needed assistance (51)

2. 7% Was unaware of assiscance pro= (527
vided by SBA

3. 27 Was able to get needed assistance (53)
from other sources

4 9 Did not want to deal with SBA (54)

5. 3 Banker advised against going (35}
to SBa

6 2 Accountant or lawyver advised (56,
against going to SBA

7. 5 $BA office location not convenient (57

8 34  other (please specify) (38)

ADDITIONAL COMMENTS:

16.

If you have additional comments on any of the
items within the questionnaire or related

topics not covered, please write your comments
below. (393

-

This questionnaire is a summary of the responses from businesses

sampled within the Anchorage, Chicago, Honolulu, and Seattle SBA

district boundaries.

48



APPENDIX VI APPENDIX VI
BUs, :

; ; U.S. SMALL BUSINESS ADMINISTRATION
% 3 WASHINGTON, D.C. 20416
Migrast

OFFICE OF THE ADMINISTRATOR

NOV 24 1980

Mr. Henry Eschwege

Director

Community and Economic Development
Division

U. S. General Accounting Office

Washington, D. C. 20548

Dear Mr. Eschwege:

This is in response to your letter of October 29, 1980,
requesting this Agency's comments on your draft report entitled,
"SBA's Pilot Programs to Improve Delivery of Guaranty Loans Need
Further Development."

First, we want to state that we are in full agreement
with the report and that initiatives are in process to address
each of the recommendations in the report as follows:

Recommendation: ". . . require the simplified loan
application forms and processing procedures developed in the
region X pilot program be adopted agencywide.”

Response: FOorms are now being revised and nationwide
usage is expected by March 1, 1981.

Recommendation: ". . . to widen the base of participa-
tion among lenders, inform banks of SBA's efforts to reduce loan
processing time and simplify loan application documents.”

Response: With regard to this recommendation, a number
of initiatives have been taken as follows:

a. Created on Octopber 30, 1980, an Office of Lender
Relations and Certification.

b. This new office, working with our Office of Public
Communications, is developing a "marketing/outreach"
program. We expect that this will be completed by
March 31, 1981l.

c. The Bank Certification Program (BCP) is being expanded
to include at least an additional 250 participating
banks and bank eligibility criteria will be less
stringent with respect to volume requirements of
smaller banks; i.e., less than $300 million in deposits.
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APPENDIX VI APPENDIX VI

Mr. Henry Eschwege ' ' . Page 2

The draft of the new criteria was sent to our field
offices for comment on November 3, 1980.

d. During fiscal year 1981 in Regions IV, V and VII,
we will pilot BCP "clearinghouse banks." The
"clearinghocuse bank" will be a BCP participating
bank through which small banks can participate
in this program. This method can better market
SBZ2 to small banks in more rural communities with
a further advantage being the processing and ser-
vicing strengths of the BCP participating bank.

Recommendation: ". . . monitor the activities of the
banks operating under the bank certification program to assure
compliance with rules, regulations and guidelines of the program."

Response: Development of a monitoring system is in pro-
cess and is expected to be completed by March 31, 1981.

We wish to express our appreciation for the opportunity
to comment on this report and if you need any additional informa-

tion, please advise.
Sincerely, /c?/

A. Vernon Weaver
Administrator

(077900)
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