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Validation of Data Used in Performance Measure

	Office
	Office of Capital Access

	Program
	7(a) loan program

	Performance Indicator (PI)
	Number of loans approved

	Strategic Goal
	2

	Long-Term Objective
	2.1; 2.2; 2.3

	Nature of the PI
	Output xx FORMCHECKBOX 

Intermediate Outcome  FORMCHECKBOX 

Outcome  FORMCHECKBOX 


	Qualitative definition of PI
	Number of loans approved during the FY

	Outcome(s) this PI contributes to
	2.1.1; 2.1.2; 2.1.3; 2.2.1; 2.3.1

	Explain for each outcome its connection with the PI
	All outcomes are connected to the PI because they represent loans that would not have been made by the lender without SBA’s guaranty.  Each loan allows the business owner to do one or more of the following: increase production capacity, hire more employees; increase revenue and profits, and generate more tax revenues.  For start-up businesses, all revenues, employment, etc. would not have occurred at all.  Since all large businesses started small, the potential for the economy is significant.  SBA’s guaranty allows existing businesses the opportunity to take growth steps that would otherwise be precluded by lack of working capital and/or funds for other necessary purposes.  Additional activity by an existing business as a result of the loan adds to the economy as well.

	Verification (done or planned) of the outcome/PI connection 
	1. An Office of Advocacy study (Carmen-Rosa please cite the name and date.) stated:  “Some evidence indicated that SBA-guaranteed loans raised economic growth rates, employment, wages and salaries, and non-farm proprietors’ incomes.  SBA-guaranteed loans were less pro-cyclical and more immune to capital pressures at banks than were non-guaranteed loans.  As a result, SBA programs may have acted as an economic stabilizer.”
2. The result of Dun and Bradstreet analysis of SBA loan data shows that the credit scores of SBA’s guaranteed loan portfolio are consistently and statistically significantly lower than the credit scores of non-recipients, supporting the premise that these loans were made possible only by the existence of SBA’s guaranty.  

	Limitations of the PI connection of with the outcome
	Because the program has a macro-economic effect, it is too expensive, time-consuming, etc. to do more “scientific” studies of cause and effect, as well as to quantify the dollar value of the additions to the economy.


	Describe plans to address limitations to the connection
	In 1993 a Price Waterhouse study was conducted to estimate the amount of secondary and tertiary revenues generated by SBA loans.  An update or reconstruction of that study would be ideal.  However, that study cost several hundred thousand dollars in 1993.  If funding is available, this study should be updated or recreated.

	Data source for PI
	The TTS001 report from SBA’s data retrieval screen system

	Data system
	SBA’s mainframe computer

	Frequency of collection and reporting
	Data is collected when a loan is approved.  Standard TTS reports are run weekly but can be requested on an ad hoc basis at any time.

	By end of this FY, the  PI’s value will be
	Actual x FORMCHECKBOX 

Estimated  FORMCHECKBOX 
             Actual by __9_/__30_/__04__

	If PI values are rounded, please provide actual value
	N/A

	Describe any issues with completeness of data
	Some data elements related to demographics (e.g., ethnicity, veteran’s status, gender) are self-reported by the borrower.    If the borrower chooses not to report, there is no other data source for this information.  The likelihood is that this data is actually underreported.  This data can be updated after loan approval, usually by district office personnel, if additional information becomes available at a later date.  Additionally, lenders are responsible for passing all data on to SBA. If they do not have, or for any other reason do not provide the data to SBA, there is no back-up or corroborating data source.  

	Methods used to determine accuracy of data
	In order for SBA to guaranty a loan, the identifying information about the borrower is provided by the lender.  Lenders (and their files, both paper and electronic) are subject to reviews by SBA program and oversight staff, the IG and GAO.  While it is possible for individual pieces of information to be incorrect, it is extremely uncommon for instances to occur where there was not a legitimate borrower/business in existence at the time the loan was approved. 
Some of this data was reviewed by GAO as part of a study that included data quality, with a finding that the data was of sufficiently high quality to be acceptable (GAO-04-9 -“Model for 7(a) Program Subsidy Had Reasonable Equations, but Inadequate Documentation Hamper External Reviews).  In the area of data quality the report said:

 SBA’s monthly reconciliation process, combined with lender incentives and loan sales, helped ensure the quality of the underlying data used in its credit subsidy estimation process.  Although at the time of our review, some errors in its data existed in SBA’s databases, the nature and magnitude of these errors was unlikely to significantly alter the subsidy rate. (Page 29)

	Limitations to accuracy of data (records without data, wrong data, double counting, etc.)
	Data keying errors are always possible, as is the remote possibility of lender incompetence and fraud.  Repeated IG reviews have not identified either of these as major or common problems but the possibility does exist.
Because there is no independent source of demographic data and it can be changed at a later date, there is the possibility of error.

	Describe plans to address limitations to accuracy of data
	SBA has begun implementing E-Tran, an electronic method of accepting data from lenders who are requesting a loan guaranty.  Under E-Tran, lenders can download information directly from their database and send it over the internet directly to SBA’s database.  No re-keying is required. In addition there are built in “edits” that will automatically reject loans that have information that does not fit into established standards (For example, the system will automatically reject a loan amount that falls outside the statutory size limit, notifying the lender instantaneously so that they may correct the problem and resubmit the application.) Currently, SBAExpress lenders have the ability to submit loans via E-Tran.  It is the agency’s plan to make E-Tran available to all lenders in the near future.  

	Formula to calculate the PI (if appropriate)
	N/A

	How is this PI being used for policy decision making?
	Information about the characteristics of the loan portfolio are parsed and analyzed in various ways to identify shifts in demand and portfolio composition.  SBA’s portfolio is comprised of loans that lenders will not make without our guaranty at the time the loan is presented.  The credit standards applied by lenders, especially high volume producers, are adjusted monthly and in some cases weekly to meet the profit and credit standards deemed acceptable by the lender at that moment in time.  Factors effecting lenders’ standards include their projections about future economic conditions, directions from their primary regulators about acceptance of credit risk, etc.

	Limitations to the PI use for policy decisions
	Demand for SBA’s guaranty is ultimately driven by the aggregate of individual businesses’ decisions as to whether they want to borrower funds.  Their decisions are based on their perception of the economy and whether they will be able to repay, as well as a variety of other factors that are not easily quantifiable.  In addition, once a borrower decides to pursue a loan, whether or not it becomes an SBA loan is entirely dependant on the lender’s decision about what risk it is willing to accept on its own and for which risks it requires an SBA guaranty.  

	Describe plans to address use limitations
	The above limitations are beyond SBA’s (or any organization’s) ability to control.

	Are all the contributors to this PI using the same definitions?
	Yes.  

	Were all data points for this PI produced during the current FY?
	Yes

	Describe any outstanding OIG or GAO recommendation that may affect this PI
	None


