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 Since the recession, banks have extended less credit to small firms 
than they did pre-recession.

 Large banks have expanded their share of the small-dollar credit 
market, relative to small banks.

 The dollar value of small business loans has risen slowly since the 
recession, while credit card lending has risen faster.

 A variety of online alternative lenders have introduced new lending 
products and services to small businesses.

Trends in Small Business Lending

Source: Brian S. Chen, Samuel G. Hanson, and Jeremy C. Stein, “The Decline of Big-Bank Lending to Small Business: Dynamic Impacts on Local Credit and Labor Markets.” Harvard Business School. 2017. http://www.frbsf.org/economic-
research/files/el2011-32.pdf; “Small Business Lending After the Financial Crisis: A New Competititve Landscape for Community Banks,” Julapa A. Jagtiani and Cathy Lemieux. Economic Perspectives, Vol. 40, No. 3, 2016., Federal Reserve Bank of 
Chicago.
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 Gives policy makers and lenders a better understanding of the needs 
of small businesses to inform incentives, protections, and lending 
product development.

 Provides small businesses and technical assistance providers with 
information to make informed decisions about credit strategies.

 Offers researchers more information to begin to discern what will 
help these businesses grow more, grow faster, and grow the 
economy.

Small Business Credit Survey: Purpose
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 Small Business Credit Survey (SBCS) started in 2014.

 A small business is a firm with 500 or fewer employees.

 It is conducted every fall beginning in September.

 Respondent pool is based on a convenience sample.

 Data is weighted by firm age, geography, industry and employment size.

 All 12 Federal Reserve Banks began participating in 2016.

 Approximately 12,455 employer and non-employer firms responded to 
the 2018 survey.

SBCS Background and Methodology
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 Both revenue and employment growth improved from 2017.

 Share of profitable firms remained the same.

 Outlook for 2019 is more tempered.

 While credit demand increased marginally in 2018, the share of firms receiving 
credit remained essentially flat.

 Startup firms and firms with high credit risk continued to have financing 
shortfalls.

 Online lenders saw applications increase by approximately one-third from the 
prior year.

 Applicants remain dissatisfied with the interest rates and terms offered by online 
lenders relative to traditional lenders.

Key Findings – All Employer Firms
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Source: Small Business Credit Survey, Federal Reserve Banks 
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Representation across minorities among employer firms.

Source: Small Business Credit Survey, Federal Reserve Banks 

Asian Black Hispanic White N

2018 SBCS sample 11% 2% 5% 82% 6,614

Census Data 10% 2% 2% 87% 4,963,656

82%

18%

Race/Ethnicity of Owners

Nonminority Minority
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Differences among Minority-owned employer firms on demographics.
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Higher share of Hispanic-owned employers firms are operating at a profit.

Source: Small Business Credit Survey, Federal Reserve Banks 
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Higher share of Black-owned employer firms expect to see revenue and 
employment growth in the next 12 months.

Source: Small Business Credit Survey, Federal Reserve Banks 
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Credit availability and Paying operating expenses are key financial 
challenges for Minority-owned employer firms.

Source: Small Business Credit Survey, Federal Reserve Banks 

Asian Black Hispanic White

Paying operating expenses (including wages) 48 50 41 38

Credit availability 36 51 40 30

Making payments on debt 27 32 28 26

Purchasing inventory or supplies to fulfill contracts 19 27 23 16

Other financial challenges 7 10 7 9

Did not experience any financial challenges 31 22 31 38

Financial Challenges Experienced in Prior 12 months (%)
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Majority of Minority-owned employer firms use personal funds to address 
financial challenges.

Source: Small Business Credit Survey, Federal Reserve Banks 

Asian Black Hispanic White

Used personal funds 70 82 67 68

Cut staff, hours, and/or downsized operations 36 31 42 30

Took out additional debt 44 36 46 46

Made a late payment or did not pay 24 32 27 28

Other action 7 8 6 9

Actions Taken in Response to Financial Challenges (%)
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Hispanic-owned employer firms have the highest application rate.

Source: Small Business Credit Survey, Federal Reserve Banks 
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Business expansion/New opportunities is the top financing reasoning for
Black- and Hispanic-owned employer firms.

Source: Small Business Credit Survey, Federal Reserve Banks 

Asian Black Hispanic White

Expand business, pursue new opportunities 57 67 66 54

Replace capital assets or make repairs 14 14 19 20

Meeting operating expenses 63 55 43 42

Refinance or pay down debt 25 27 28 27

Other reason 5 2 4 5

Reasons for Seeking Financing (%)
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Majority of Asian-owned employer firms are seeking $100,000 or more in 
financing.

Source: Small Business Credit Survey, Federal Reserve Banks 
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Highest share of Minority-owned employer firms are applying for business loans.

Source: Small Business Credit Survey, Federal Reserve Banks 

29

53

32

20

9

15

32

64

39

18

13

9

26

55

41

14
16

6

21

51

42

10

18

11

SBA loan or line of
credit

Business loan Line of credit Personal loan Auto or equipment
loan

Other

Asian Black Hispanic White

Application Rate by Type of Loan or Line of Credit (%)



18

More Minority-owned employer firms are applying to Large Banks for credit.

Source: Small Business Credit Survey, Federal Reserve Banks 
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Among Minority-owned firms, Asian employer firms are more 
successful in the share receiving at least some or all financing.

Source: Small Business Credit Survey, Federal Reserve Banks 
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Low credit score and Insufficient collateral are the top reasons for credit 
denial among Minority-owned employer firms.

Source: Small Business Credit Survey, Federal Reserve Banks 

Black Hispanic White

Low credit score 44 33 33

Insufficient credit history 32 37 35

Insufficient collateral 34 40 35

Weak business performance 25 23 22

Too much debt already 34 11 35

Other 5 3 5

Reasons for Credit Denial (%)

Note: Insufficient sample size for Asian employer firms to display results.



21

Black-owned employer firms reported the highest approval rate at online lenders.

Source: Small Business Credit Survey, Federal Reserve Banks 
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Discouragement and Debt Aversion are the top reasons why Hispanic-
owned employer firms did not apply for financing.

Source: Small Business Credit Survey, Federal Reserve Banks 
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Low credit score is the top credit challenge faced by nonapplicant
discouraged minority-owned employer firms.

Source: Small Business Credit Survey, Federal Reserve Banks 

Black Hispanic White

Low credit score 68 50 38

Insufficient credit history 40 45 28

Insufficient collateral 37 44 32

Weak business performance 21 26 38

Too much debt already 18 34 32

Other 4 0 5

Discouraged Firms’ Credit Challenges (%)

Note: Insufficient sample size for Asian employer firms to display results.
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Satisfaction with online lenders is higher among non-minority-owned firms.

Source: Small Business Credit Survey, Federal Reserve Banks 

23

46

31

8

54

38

17

32

51

Dissatisfied Neutral Satisfied

Black Hispanic White



 33% of Asian-owned firms, 32% of Hispanic-owned firms and 
30% of Black-owned firms report that they do not use external 
financing on a regular basis compared to 28% of White-owned 
firms.

 Asian-owned firms are more likely to hold existing debt (51%) 
with large banks than other minority-owned firms.

 Hispanic-owned firms (12%) are more likely to report “long wait 
for credit decisions or funding” as a challenge with large banks
than White-owned firms (7%).

 Minority-owned firms are less likely to hold existing debt with 
small banks.

 Minority-owned firms are more likely to hold existing debt with 
online lenders.

Nonapplicant Employer Firms Use of External Financing

25Source: Small Business Credit Survey, Federal Reserve Banks 



Distribution Partner Data Dashboard
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Check Out Our Small Business Website: http://www.fedsmallbusiness.org
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 Future 2019 report releases:
 Nonemployer firms
 Minority-owned firms
 Firms operating in low- and moderate-income communities
 Update to “How Do Firms Respond to Hiring Difficulties?” memo

 Data collection for the 2019 round of the Small Business Credit Survey kicks off 
in September.

 Federal Reserve Bank of Richmond is working to expand its survey partner 
recruitment in 2019.

 Find out more information: 
https://www.richmondfed.org/community_development/resource_centers/smal
l_business (Small Business)

Next Steps
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The views and opinions expressed herein are 

those of the author.  They do not represent an 

official position of the Federal Reserve Bank of 

Richmond or the Federal Reserve System.
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