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An Update from Washington- Improving Access to Capital for Small Businesses
One of the root causes of our current economic troubles is the lack of access to credit for many small businesses. If small businesses can’t access credit, they can’t make the necessary investments to continue to stay open and in turn, create new jobs. Even businesses with strong credit ratings are oftentimes unable to qualify for basic loans. Unless we improve their access to this vital capital for the companies that employ 80% of American workers, improving the economy will continue to prove difficult.
Recently, I joined with a bipartisan group of my colleagues to introduce the Express Loans Improvements Act.  H.R. 4598 will help improve small businesses access to working capital by increasing loan amounts and guarantees in the Small Business Administration’s (SBA) Express Loan Program. 

The Express Loan Program is administered by the SBA’s preferred lender network, enabling lenders- typically local community banks- to use their own documentation and procedures for quick and efficient loan processing. Not only does this provide swifter access to capital, but it reduces the bureaucratic red tape that often hinders loans backed by the SBA.

The program provides community banks, many of which are small businesses themselves, an additional way to support local companies. As you probably know, community banks proved much more stable and reliable than the big Wall Street firms that were the major contributors to the financial crisis of 2008. We should do everything in our power to support these local banks.

The Express Loan Improvements Act of 2010 would increase the maximum Express loan value to $1 million- up from $350,000- making the program more accessible to lenders and borrowers. The SBA would back up to75% for two years, then 60% of the loan in the following years. Previously, the SBA only backed 50% in the first two years. The increase in Express guarantees would give community banks additional assurance that the SBA will provide significant backing should the loan go into default. 

These enhancements to the Express program will improve the flow of working capital to small businesses so they can sustain and expand operations, hire new workers, restock their inventory, and more. These improvements are similar to changes made to the SBAs 7(a) and 504 loan programs earlier this year, which contributed to a 79% increase in weekly loan volumes in those programs. 

Additionally, H.R. 4598 would tighten Express loan’s lending standards, improving and ensuring oversight and accountability. It will also direct the SBA to create tough and fair lending standards to minimize risk, and require an annual report to Congress on progress toward reducing defaults in the Express Loan Program.

The Express Loans Improvement Act has been endorsed by the U.S. Chamber of Commerce, the National Association of Government Guaranteed Lenders, Small Business Council of America, American Bankers Association, the American Small Business League, and the Independent Community Bankers of America.
This is a smart and sensible bill that will go a long way in helping small businesses access capital. If passed, this would be a good first step to create jobs for people across the country. My colleagues and I will be pushing this legislation in the coming weeks.
As always, if you have any questions, please do not hesitate to call our offices in Montgomery at (334) 277-9113, Dothan at (334) 794-9680, Opp at (334) 493-9253, or Ozark at (334) 445-4600. You can also visit the website at www.bright.house.gov to sign up for the e-newsletter. It is my great pleasure to serve you and the entire Second District of Alabama. 

