











































































































































































































































































































	Cover

	Table of Contents

	
Chapter One: Introduction
	1.1 Purpose of the Study

	1.2 A Note on Capital Market Analysis

	1.3 Organization of the Report


	Chapter Two: Overview of Rural Financial Markets and the Availability of Small Business Capital and Credit

	2.1 Introduction

	2.2 Trends in Rural Financial Markets

	2.2.1 Rural Financing Sources

	Table 2.1 Sources of Credit for Agriculture and Rural Housing, Business, and Development

	Table 2.2 Sources of Business Working Capital During the Last Fiscal Year

	Table 2.3 Sources of Business Investment Capital During the Last Fiscal Year


	2.2.2 Performance of Rural Banking Markets

	Table 2.4 Financial Trends  of Rural and U.S.
Commercial Banks, 1990-1995
	Table 2.5  Commercial Bank Loan-to-Deposit Ratios, by Bank Size and Location (12/31/96) 
	Table 2.6 Distribution of Urban and Rural Counties by Bank Market Structure, 1994

	Table 2.7  Characteristics of SBA-Guaranteed Small Business Loans, 1995 
	Table 2.8 Importance of Financial Institution Characteristics to Business Firms and Financial Institution Performance


	2.2.3 Capital and Credit Gaps in Rural Financial Markets

	2.3 Trends in Small Business Lending

	2.3.1 Overview

	Table 2.9 Characteristics of Loans to Small Businesses by Loan Size, 1994-1996

	Table 2.10 Average Data on Small Business Lending in U.S. Banks for 1996


	2.3.2 Federal Financial Regulatory Reform: Catalyst for Changes in Financial Market Structure and Competition 
	2.3.3 Banking Industry Consolidation

	Table 2.11 Merger and Acquisition Activity 1979-1994

	Table 2.12 Characteristics of Bank Mergers 1990-1995

	Table 2.13 Small Commercial and Industrial and Small Farm Loans at Banks Involved in Mergers, June 1993 to June 1996.


	2.3.4 The Emergence of Nonbanks as Significant Sources of Small Business Credit

	Table 2.14 Top 10 SBA Lenders


	2.3.5 Innovations in Small Business Products and Services

	2.3.6 Changes in Underwriting Tools and Practices


	2.4 Conclusion


	Chapter Three: Analysis of Demand for Financing among Businesses in the Appalachian Region

	3.1 Introduction

	3.2 Broad Measures of Demand for Capital and Credit

	Map 3.1 Percentage of Employment Growth, 1993-1995

	Map 3.2 Average Unemployment Rate, 1993-1995

	Map 3.3 Startups as a Percentage of All Establishments, 1992

	Map 3.4 Establishments with One to Nine Employees as a Percentage of All Establishments, 1994

	Map 3.5 Establishments with 250 or More Employees as a Percentage of All Establishments, 1994

	Map 3.6 Manufacturing Establishments as a Percentage of All Establishments, 1994

	Map 3.7 Service Establishments as a Percentage of All Establishments, 1994

	Map 3.8 Women-Owned Establishments as a Percentage of All Establishments, 1992


	3.3 The Importance of Financing to Business Competitiveness

	Table 3.1 Factors Affecting Doing Business (Percentage)


	3.4 The Nature of Capital and Credit Demand

	3.4.1 Types of Financing

	Table 3.2 Experience in Obtaining Financing in the Past Three Years (Percentage)


	3.4.2 Amounts of Financing

	Table 3.3 Amounts of Financing Sought and/or Obtained (Percentage)



	3.5 Recent and Projected Trends in Demand for Financing

	Table 3.4 Likelihood of Need for Financing in the Near Future (Percentage)


	3.6 Variations in Demand for Financing

	3.6.1 Differences between Urban and Rural Parts of the Region

	Table 3.5 Measures of Demand for Financing: Comparison of Urban and Rural Counties

	Table 3.6 Experience in Obtaining Financing in the Past Three Years by Urban or Rural Location (Percentage)

	Graph 3.1 Recent Plan to Expand, Modernize, or Renovate Affected by Inability to Obtain Financing by Urban/Rural Location (Percentage)

	Graph 3.2 Anticipation of Trouble Obtaining Financing by Urban/Rural Location (Percentage)

	Table 3.7 Future Financing Needs for Different Types of Business Activity by Urban or Rural Location (Percentage)


	3.6.2 Differences between Smaller and Larger Firms

	Table 3.8
Experience in Obtaining Financing in the Past Three Years by Firm Size (Percentage)
	Table 3.9 Future Financing Needs for Different Types of Business Activity by Firm Size (Percentage) 

	Graph 3.3 Anticipation of Trouble Obtaining Financing by Firm Size (Percentage)

	Graph 3.4 Recent Plans to Expand, Modernize, or Renovate Affected by Inability to Obtain Financing by Firm Size (Percentage)



	3.7 Summary of Findings


	Chapter Four: The Supply of Business Financing from Private Sector Sources in the Appalachian Region
	4.1 Introduction

	4.2 Banks and Other Sources of Credit 
	4.2.1 The Relative Importance of Different Credit Sources

	Table 4.1 Importance of Financing Sources (Percentage)
 
	Table 4.2 Importance of Financing Sources, by Urban or Rural Location (Percentage)
 
	Table 4.3 Importance of Financing Sources, by Firm Size (Percentage)

	4.2.2 The Banking Industry

	Map 4.1 Total Commercial Bank and Savings Institutions, Deposits Per Capita, June 1996
 
	Map 4.2 Total Commercial Bank Deposits, Per Capita, June 1996

	Map 4.3 Per Capita Icome, 1994

	Map 4.4 Total Commercial Bank and Savings Institutions, Per 10,000 Population, June 1996

	Map 4.5 Total Commercial Banks Per 10,000 Population, June 1996

	Map 4.6 Total Commercial Banks and Savings Institution Offices Per 10,000 Population, June 1996

	Map 4.7 Total Commercial Bank Offices Per 10,000 Population, June 1996

	Table 4.4 Measures of Commercial Bank Performance (12/31/96)

	Table 4.5 Measures of Supply of Financing: Comparison of Urban and Rural Counties

	Table 4.6 Measures of Supply of Financing: Comparison of Distressed and Other Counties

	Table 4.7 Comparison of Commercial Bank Performance in the ARC Region, by Urban or Rural Headquarters Location (12/31/96)
 
	Map 4.8 Total Number of Small Business Administration 7(a) Loans Outstanding Per 1,000 Enterprises, June 1996
 
	Map 4.9 Total Number of Small Business Administration 504 Loans Outstanding Per 1,000 Enterprises, June 1996 



	4.3 Risk Financing Sources

	4.4 Recent Trends in Business Financing

	Table 4.8 Change in Availability of Financing Over the Past Three Years

	Table 4.9 Availability of Financing Over the Past Three Years by Urban or Rural Location

	Table 4.10 Availability of Financing Over the Past Three Years by Firm Size (Percentage)
 
	Table 4.11 Change in Number of Commercial Banks, 1990-1996 (by Bank Headquarters Location)


	4.5 Summary of Findings 

	Chapter Five: Private Sector Financing Gaps in the Appalachian Region and the Role of
 Development Finance Institutions
	5.1 Introduction

	5.2 Gaps in Availability of Private Sector Financing

	Graph 5.1 Way in Which Plans to Expand, Modernize, or Renovate were Affected by Inability to get Financing in the Past Three Years

	5.2.1 Types and Amounts of Financing

	5.2.2 Types of Firms

	5.2.3 Firm Location


	5.3 The Role of Development Finance Institutions in Addressing Capital and Credit Gaps 
	5.3.1 Profile of Development Finance Resources 
	Graph 5.2 Minimum Financing Amounts Provided by RLFs in the ARC Region (Percentage)

	Graph 5.3 Mazimum Financing Amounts Provided by RLFs in the ARC Region (Percentage)

	Map 5.1 ARC- EDA- and USDA-Funded RLFs, and Non-Federal Multi-County RLFs

	Table 5.1 Size of Financings by ARC RLFs (Percentage)
 
	Graph 5.4 Types of Financing Provided by RLFs in the ARC Region (Percentage)

	Graph 5.5 Allowable Uses of Financing Provided by RLFs in the ARC Region (Percentage)

	Table 5.2 Uses of Financings Involving ARC RLFs (Percentage)

	Graph 5.6 Maturity of Loans by ARC RLFs (Percentage)

	Map 5.2 Substate 504 Certified Development Companies 

	5.3.2 The Role of Development Finance Institutions in Meeting Business Financing Needs

	Table 5.3 Types of Financing Sought and/or Obtained from State/Local Development Finance Organizations



	5.4 Summary of Findings


	Chapter Six: Key Findings and Recommendations

	6.1 Summary of Key Findings

	6.2 Strategy Recommendations

	6.2.1 Strategic Focus

	6.2.2 Recommended Initiatives 


	Chapter Two References

	Appendix A: Business Survey Methodology and Characteristics of Respondents 

	Table A.1 Profile of Survey Respondents Employment (Percentage)

	Table A.2 Profile of Survey Respondents Gross Sales for Most Recent Fiscal Year
 
	Table A.3 Profile of Survey Respondents Industry Sector 

	Table A.4 Profile of Survey Respondents
 Current Financial Situation 
	Graph A.1 Profile of Survey Respondents,Company Ownership
 
	Table A.5 Profile of Survey Respondents Geographical Distribution 


	Appendix B: Cumerland Valley Area Development District (CVADD) Region

	Appendix C: North Central Pennsylvania Regional Planning and Development Commission (NCPRPDC) Region

	Appendix D: Northeast Mississippi Planning and Development District (NMPDD) Region

	Appendix E: Appalachian Credit and Capital Study Advisory Group


