
The SBA’s Office of 
Government Contracting 
helps small businesses 
break into the govern-
ment market. The SBA 
marshals resources and 
explains regulations; 
SBA Procurement Cen-
ter representatives and 
other staff counsel  
small firms on penetrat-
ing the bureaucracy.  
The SBA establishes 
size standards for small  
companies.

Within the govern-
ment, the SBA sets the 
terms by which agencies 
award contracts to small 
businesses. It negotiates 
goals with each depart-
ment to funnel work for 
small firms that across 
the government are sup-
posed to add up to 23 
percent of all prime con-
tract dollars, as well as 
smaller goals for women, 
the disadvantaged, and 
disabled veterans. 
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SBA approves the loan 
and guarantees up to 
85 percent of its value. 
With the easier-to-ap-
ply-for Express loans, 
the guaranty is 50 per-
cent and the bank ap-
proves the loan.

SBA approves and 
guarantees all of  
the development  
company’s portion of 
the debt, which is  
packaged with other 
loans and sold as a 
bond on Wall Street.

SBA provides a large di-
rect loan to the commu-
nity organization, which 
in turn reloans the funds 
to its clients. The inter-
mediary is expected to 
repay the SBA even if 
its clients default.

Money lended to 
SBICs is pooled and 
sold on the capital  
market; the SBA  
guarantees payment  
to those investors. The 
SBA receives a profit 
share for participating 
security SBICs.
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The SBA  
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In addition to providing staff 
at the district offices, the SBA 
offers (and funds) counseling 
and technical assistance 
through several channels:

SCORE 
A nonprofit association  
with 10,500 volunteers in 
389 chapters, the Service 
Corps of Retired Executives 
offers individual counseling 
and seminars—especially to 
start-ups. In 2006, the SBA 
provided $5 million, or 90 
percent of SCORE’s  
operating budget.

Small Business  
Development Centers 
Often found on college  
campuses, SBDCs offer  
services similar to SCORE, 
though they tend to be  
directed more toward existing 
businesses. SBDCs usually 
locate a small-business library 
in a corner of the office. 

Women’s Business Centers 
There are 99 Women’s  
Business Centers across  
the U.S. In recent years, the 
SBA has attempted to cut 
off funding for WBCs,  
without success. For 2008, 
the agency proposes a  
slight funding decrease.

Counseling
Where to get helpCan borrow up to  

$2 million, depend-
ing on the type of 
7(a) loan, for most 
any business  
purpose, including 
working capital

A manufacturer 
can borrow up to 
$4 million for fixed 
assets like real  
estate or equip-
ment. Firms in  
other industries 
can borrow up to 
$2 million.

Very small busi-
nesses, often  
in-home and held  
by low income or 
minority owners, 
can borrow up to 
$35,000 for general 
business purposes.

Can borrow or  
exchange equity 
stake for early- 
stage financing

Bank typically 
makes loan for 7 to 
10 years; collateral 
is usually required. 
For standard 7(a) 
loans, the top inter-
est rate ranges from 
2.25 percent over 
prime to 4.75 per-
cent over prime. 

Typically, the bor-
rower makes a 10 
percent down pay-
ment.The lenders 
set interest rates 
separately.  The 
bond market deter-
mines development 
company’s rate.

Organization makes 
loan of up to six 
years, typically at 
about 9.5 percent 
interest, and pro-
vides technical  
assistance to  
borrower.

SBICs leverage  
private investment 
with government-  
borrowed money.  
Debenture SBICs 
usually loan the  
money to firms.  
Participating security 
SBICS exchange 
money for equity.
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Still the SBA’s  
bread-and-butter 
loan program, but 
last year the total 
dollars loaned fell 
nearly 4 percent to 
$13.7 billion.

The 504 is the SBA’s 
fastest-growing loan 
program. The Bush 
administration has 
proposed eliminat-
ing up-front fees for  
borrowers.

After years of trying 
to kill the microloan 
program, the Bush 
administration has  
relented, proposing 
instead to make it 
zero-subsidy.

Worried about de-
faults, the SBA no 
longer licenses new 
participating security 
SBICs, by its own ad-
mission removing 
“the primary method 
by which the SBA 
can provide access 
for small businesses 
to equity capital.”
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