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Summary and Findings: We study the extent to which SBA 7(a) and 504 loan guarantees are targeted toward
businesses in low-income and minority neighborhoods and whether there exist differential employment effects of loan
guarantees by neighborhood income, population density, race, and Hispanic origin. We link a list of all Small Business
Administration (SBA) loans in these programs to universal data on all employers in the U.S. economy from 1976 to 2010
and Census data on local area characteristics. Our method is to estimate firm fixed effect regressions using matched
control groups for the SBA loan recipients we have constructed by matching exactly on firm age, industry, local median
household income categories, population density categories, percent African-American categories, and percent Hispanic
categories, plus kernel-based matching on propensity scores estimated as a function of four years of employment
history and other variables. We find that a higher share of African-American-owned businesses receive SBA loans, but
those loans tend to be smaller than those received by white-owned businesses. The regression results suggest that SBA
loans are associated with less job creation in African-American neighborhoods, even when median income is high. The
disparity between the loan effects in white and minority neighborhoods is especially great in urban areas.
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