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Dr. William Shear, GAO 

 
1. Has GAO work identified a market failure in the private credit market that would indicate 

the need for government intervention on behalf of small businesses? 
 
2. As you know, part of SBA’s statutory mission is to “maintain and strengthen the nation’s 

economy” [15 U.S.C. §631(a).  Does SBA have measures in place to indicate if it is 
accomplishing that central goal?  Are the measures adequate? 

 
3. Is SBA’s mission statement something that can reasonably be measured, or is it too 

vague? 
 

4. Does the head of the Office of Capital Access review the performance of the head of the 
Office of Lender Oversight?  Does this arrangement pose a challenge to the independence 
of the Office of Lender Oversight? 

 
Loan Liquidations – 7(a) Guaranteed Business Loan Program 
 

5. How are loan liquidations managed under the 7(a) program?   
 
6. Do you know what the average recovery is for a 7(a) loan liquidation?   

 
7. Does the SBA have the policies and procedures in place to maximize recoveries for 7(a) 

loans that are guaranteed by the Taxpayers? 
 
Loan Liquidations – 504 Certified Development Company loan program 
 

8. Please describe the process for liquidating 504 loans that are in default.   
 
9. Which party – the bank or the SBA – recovers its losses first?   

 
10. Can you describe the process SBA follows after a 504 borrower goes into default?   

a. If recovering from the second position, what steps should the SBA take to ensure 
it recuperates losses? 

b. If the lender recovers in excess of what it is owed from the borrower, is the 
lender obligated by law to turn the excess over to the SBA? 

 
11. What is the average recovery on a 504 loan that goes into default? 

 
Dr. Veronique De Rugy, American Enterprise Institute 
 

1. You have contested the SBA’s use of data from the Bureau of Labor Statistics to show 
that small businesses created 65% of all jobs over the previous decade.  Can you explain 
why you object to SBA’s methodology in this regard? 

 
2. Do you feel that job creation is a good measure of success for SBA programs?  Do you 

believe that job creation alone is an appropriate end for public policy? 
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3. What do you feel has been the impact of subsidies targeted at small, medium and large 
businesses? 

 
4. Would you propose an alternative model to the current one with so many targeted 

subsidies? 
 

5. In your research, what do you believe is the extent to which small businesses in general 
benefit from programs offered at the SBA?  Who are the biggest beneficiaries of SBA 
programs? 

 
David Bartram, NAGGL 
 

1. In the article submitted for the record, Bankers Bullish on SBA Loans, (Silicon 
Valley/San Jose Business Journal, April 7, 2006), it states that SBA lending is extremely 
profitable for businesses.  Are small businesses being actively courted by lenders to make 
SBA loans?  In your opinion, is that proper since SBA loans are available to companies 
that cannot get “credit elsewhere?” 

 
2. As a lender, do you believe that there is a market failure in the free credit market that 

requires government intervention?  If so, please provide evidence. 
 

3. At the hearing, you agreed to make the following information available for the record: 
 

o A list of the top 30 SBA lenders, by dollar and volume, from 1998-present 
o SBA’s total loan portfolio for both the 7(a) and 504 programs, 2004-present 
o 7(a) and 504 loan volume by State, 1998-present 
o 7(a) and 504 loan volume by industry, 2004-present 
o How often 7(a) and 504 loans fail by industry 
o 7(a) program loss reports, 1975-present 

 
4. How many banks and lending institutions make SBA-guaranteed loans under the 7(a) 

program? 
 

5. What percentage is that of all banks and lending institutions? 
 

6. If a small business were to try and get the terms offered to them under the 7(a) loan 
program, what kind of a rate would that company get in the private sector? 

 
7. How do SBA loans affect the marketplace for businesses that don’t get SBA loans?  Does 

it help them or put them at a competitive disadvantage? 
 

8. You said in your testimony that SBA provides 40% of all long-term small business loans.  
How many is that per year?   

 
9. What percentage are long-term loans of all loans made to small businesses? 

 
10. As one who represents those making SBA-backed loans, what are the common reasons 

small businesses need government-backed loans? 
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John Pointer 

 
1. In your opinion, what is the best thing the federal government can do to help small 

business owners?  How about disadvantaged small business owners? 
 
 
 
 






