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Abstract: This paper seeks to determine if bank lending to small businesses has an
impact on GDP and if so does it contribute to an increase in GDP. The study
encompasses the fifty U.S. states and Washington D.C. for a regression analysis
using panel least squares to estimate the model. The results of the study showed
that the two key variables: one measuring small business lending and the other
measuring the number of firms were positively related to output. The variable
measuring small business lending was statistically significant for its impact on
GDP which showed that small business lending is a very important factor in
determining a nation’s output.
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