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Abstract: Small businesses are typically informationally opaque and managerially costly, and these exist some obstacles
for banks to extend credits to small businesses. The Basel  risk- based capital requirements on banks in the market for credit
to small enterprises will decrease the capital requirements for banks which adopt the A-IRB approach, and reduce the
marginal cost in small business loans. Further more, the banks, which adopt A- IRB, can measure the default risk more accu-
rately and improve their ability to control default risk, and increase the availability of small business credits. Another effect is
that the implementation of the Basel  will help encourage secondary markets for small business credits.
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