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Madam Chair, Ranking Member Kerry, members of the Committee,
thank you for inviting me here today to discuss the President's FY 2007 budget
requests for the Small Business Administration (SBA) and related legislative
1ssues.

Since 2001, the SBA has been on a mission to deliver more services to
the nation's small businesses. We are proud of the SBA's success in that quest
and the FY 2007 budget reflects a continuation of this goal.

Lending is at an all-time high, more clients than ever are being served by
our Entrepreneurial Development programs, and improved methods to assist
small businesses gain access to government contracting opportunities have been
implemented. These accomplishments have had challenges, but we have met
the challenge to better serve the needs of American small businesses.

By restructuring key Agency operations and reengineering the agency’s
largest loan programs, the SBA has achieved record program growth while
operating more efficiently and reducing its total budget by more by 37% since
2001. The SBA has improved the effectiveness of the taxpayers' dollars
supporting small business development.

With these improved efficiencies in FY 2007, SBA will be able to serve
record numbers of small businesses with a total budget request of $624 million.



Capital Access

SBA has supported record setting growth in small business lending. We
have significantly increased our loan volume since 2001, more than doubling
the number of 7(a) and 504 loans funded. In FY 2005 nearly 98,000 small
business borrowers received financial assistance through 7(a) and 504 loan
programs, compared to only 42,000 in FY 2001.

The FY 2007 request will support $28 billion in financing to the U.S.
small business community. This represents a 42% business lending increase
over FY 2005, through the 7 (a), 504, and SBIC debentures program. For the
7(a) program, the $17.5 Billion is a 22% increase over our final FY 2005
lending level and 38% more than FY 2004. Lending to minorities increased by
23% and loans to women-owned businesses was also up by 39% during that
same period.

Approximately 40% of 7(a) loans are under $35,000, going to America’s
“mom and pop” businesses, making the costly Microloan program unnecessary.
The Microloan program costs $0.95 for every dollar loaned in FY 2005
compared to the 7(a) program which cost 1/3 of one cent for every dollar
loaned. Through the 7(a) program alone, we plan to guarantee loans to
approximately 98,000 businesses in FY 2007.

We are also requesting a $7.5 billion 504 program level, a 50% increase
over FY 2005 and an SBIC Debenture program of $3 billion. Through all of
these programs SBA will be able to continue to meet growing demand for loans
in FY 2007 without fear of shutdowns or caps because all three programs
operate at zero subsidy.

Zero subsidy is still the best policy for promoting the long term stability
and growth of SBA’s loan programs. This funding structure is having a
positive effect on SBA lending. Because of the current fee structure, the
programs are stable, self-supporting and free from the volume limitations






