How to Build a Business credit score
Business Credit
Good business credit can help you acquire loans and credit cards, reduce financial risks, and ensure strong cash flow.
Small Business Credit Card Flourish as Loans Disappear
Almost 60% of small business owners have used a credit card in the past year for business capital, according to a recent survey by the National Small Business Association.
Bottlenecks, Red Tape, High Cost Hinder SBA Loan Programs
President Obama is leveraging the SBA to increase lending to small firms. But first the SBA needs to clean up its act.
How Dose Your Personal Credit Affect Business Loan Prospects?
Just as your personal credit history determines whether you qualify for a personal loan, it also affects whether you can get a...
.
Step-by-Step Guide to Building Business Credit
Building good business credit is the key to financial health. Without it, you'll have a hard time opening a trade account at a supplier like Office Depot or receiving a business credit card or traditional bank loan. But all that changes once you've established a solid credit rating. Get started now.
STEP 1: GET YOUR PERSONAL CREDIT IN ORDER
STEP 2: OPEN CHECKING AND TRADE ACCOUNTS
STEP 3: ESTABLISH A CREDIT RATING WITH DUN & BRADSTREET
STEP 4: OPEN A BUSINESS CREDIT CARD ACCOUNT
STEP 5: TAKE OUT A BUSINESS LOAN, WHETHER YOU NEED IT OR NOT
STEP 6: FIX AND IMPROVE YOUR BUSINESS CREDIT
All of this Steps you can read in this book, and it tells you how to do them.
Do it yourself
on the surface, establishing business credit can
seem more complex than it really is.
Hire Someone
Credit-building services aren't absolutely necessary, but they can be very helpful to stressed-out business owners.
Do it yourself
on the surface, establishing business credit can
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Most business owners want to build their credit the right way, which means they often turn to credit building services for expert advice. These services can cost upwards of $500. The good news is that you can build great business credit on your own, without any help from costly intermediaries and third parties -- if you have the time and determination.
On the surface, establishing business credit can seem more complex than it really is. In fact, business credit is much easier to comprehend than personal credit. And by doing it yourself, rather than delegating the job to a third-party, you have the opportunity to develop all-important personal relationships with businesses and banks, which will serve you well as your business grows. That said, it will take time -- as much as a year or a year and half and often require weekly, if not daily, attention.
For help, follow our step-by-step guide.
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Credit-building services aren't absolutely necessary, but they can be very helpful to stressed-out business owners.
Should your hire someone to help build your business credit? Credit-building services aren’t absolutely necessary, but they can be very helpful to stressed-out business owners.
It’s true that building business credit is not rocket science, but it can be a time-consuming process that detracts from successfully running your business. Companies like Platinum Corporate Credit (www.platinumcorporatecredit.com), Build Small Business Credit(www.buildsmallbusinesscredit.com), and Your Biz Credit (www.yourbizcredit.com) offer full-service programs that walk new business owners through every step of the process.
Keep in mind that these services do not come cheap. A typical credit building program can cost upwards of $500.
How effective are these services? Like anything else, customers report both good and bad experiences. Platinum Corporate Credit says that the average client finishes its program in nine months with 15 accounts, $150,000 in business credit, and an “A” credit rating established under their company name.
There are also credit reporting agencies that will monitor your personal credit and notify you of any changes for a monthly fee. These services can be a wise investment because they allow you to fix problems right away, and potentially nip suspicious activity and identity fraud in the bud.
Companies that offer credit monitoring services include Dun & Bradstreet (www.dnb.com), the parent company of all business; Experian (www.experian.com); and CreditReport.com(www.creditreport.com). These services allow you to keep a close eye on changes to your report and review your company’s credit file for completeness and accuracy, which could ultimately impact your ability to obtain credit.
A credit monitoring service could also help you determine who is reporting your payment habits and who is inquiring about your business.
Some monitoring services go a layer deeper and strive to help improve your credit scores and rating. A program from D&B called Score Builder, for instance, gives you before and after snapshots of your company’s credit file. These snapshots give you a clearer understanding of how your business partners are making decisions on your company and how you can use your company’s strengths to negotiate better terms.
Business owners know that time is money. A reputable credit service will build your score, while you spend time growing your business.
Bottlenecks, Red Tape, High Cost Hinder SBA Loan Programs
President Obama is leveraging the SBA to increase lending to small firms. But first the SBA needs to clean up its act.
President Obama’s plans to aid small businesses by providing banks with low-cost capital to make more loans has been criticized for its trickle-down approach to putting capital into the pockets of entrepreneurs.
The president’s program has also put a greater emphasis on leveraging the Small Business Administration’s loan programs to help boost lending. But many of those programs are hampered by bottlenecks, red tape, and high costs, which are compounding the problems caused by stingy banks.
Ryan P. Fochler, owner and president of Dog Paws ’n Cat Claws Pet Care, in Arlington, Va., knows well that giving banks more money to lend doesn’t mean it will reach small, growing companies that need it most.
In December 2007, his company was preapproved for a SBA 7(a) loan, which is the SBA’s flagship loan program.
The loan was made through Provident Bank, and allowed Fochler to expand his business by opening a store. “Within two months, our retail store was experiencing both commercial successes [and] we have even received national recognition as a ‘green’ retail establishment,” he told the House Small Business Committee during a recent hearing.
“Unfortunately, shortly thereafter, the credit crisis hit in full force,” he said in his recent testimony. “To be specific, despite having never made a delinquent payment, our lines of credit went from $56,000 to less than $1,000 without warning. I felt sick to my stomach; we had grown from seven employees to 20 at that point,” he recounted.
Despite a credit score of 720, and a 168 percent growth rate for his business over the first three years, the move touched off a cascade of problems that made it even harder to borrow money.
“This severe and, in my opinion, unwarranted reduction in credit made it nearly impossible for us to reorder new product for our retail store,” he explained. “It also created a horrible domino effect; the drastic lowering of our credit lines resulted in a much higher debt-to-available-credit ratio for our business.
“Now, instead of using about 50 percent of our available credit, we were at 90 percent, which made us look like a much riskier bet to banks and other credit card companies. My credit has since taken a nosedive,” he added.
When he went to his bank, he heard a refrain that is likely all too familiar to small business owners in the current downturn. His bank told him: “You have been a good customer up until now, but there is no guarantee that you will be so in the future.”
Fochler, who was forced to close his store and lay off employees, puts a human face on the credit crisis and helps explain why the number of loans guaranteed through SBA programs fell by 40 percent during FY 2009. Even with SBA guarantees, banks are still reluctant to loan money.
Such Catch-22 situations have also hamstrung the SBA’s key 504 loan program, which provides capital to purchase fixed assets, such as real estate. The program is considered one of the SBA’s most successful. Since its creation in 1986, it has been credited with creating more than 2 million jobs.
But during the downturn, when the loans have been needed the most, the SBA has been ratcheting up the cost of the program. The FY 2010 SBA budget raises the cost for small businesses to participate in the program by 38.9 basis points per year, and an even bigger increase is likely in FY 2011.
“For the average 504 borrower, this represents an increased interest cost of almost $50,000 for the life of their loan. For FY 2011, this figure may far more than double,” said Zola Finch, who testified on behalf of the National Association of Development Companies, an organization which represents 504 program lenders. “These fee increases will clearly negate the benefits of the stimulus bill.”
The Catch-22 occurs because the program is “zero subsidy,” which means it must pay for itself. Because the SBA is projecting that loan defaults will increase from 3.5 percent for FY 2009 to more than 7.3 percent for FY 2010, fees must increase to cover the projected costs of the defaults.
“The ‘credit box’ has become much tighter, and only the strongest small businesses are now qualifying for new loans,” said Finch, whose organization believes the SBA is overestimating the default rate.
In 1997, the SBA also grossly overestimated the cost of defaults, costing thousands of small businesses millions of dollars in inflated guarantee fees, Finch said. Almost 20,000 small businesses will be hit by the latest fee increases.
Small Business Investment Companies, or SBICs, have been caught in a similar bind. SBICs are private equity funds set up to invest exclusively in small emerging companies.
The Debenture SBIC Program has been one of the SBA’s most successful loan programs, and has provided critical startup funding for hundreds of companies including Intel, Callaway Golf, Outback Steakhouse, PeopleSoft, Staples, and Quiznos. But if the next Intel were to apply today, the story might be different.
Despite the success of the program, only about 20 percent of the SBA’s $3 billion in lending capacity was utilized in FY 2009, denying domestic small businesses more than $2 billion in SBA leverage and $1 billion in private growth capital, according to Carolyn Galiette, who spoke on behalf of the National Association of Small Business Investment Companies.
Like the 504 program, the Debenture program is zero subsidy, and its costs are increasing as well. But the top complaint about the SBIC program is SBA red tape. “The SBA often takes over a year to issue an SBIC license, even for successful SBICs that are seeking their second, third, or fourth license,” Galiette said.
In FY 2008, only six licenses were issued -- more than a 90 percent decline from the peak of the 1990s, Galiette said. The SBA did somewhat better in FY 2009, when 11 licenses were issued. But scores of quality funds, many repeat SBICs, are still trying to get an SBIC license, she said.
The recession has also highlighted other Catch-22 restrictions. Once an SBIC grows to a certain size, for example, it is pushed out of the program; in effect, it’s punished for its success. The programs also place limits on contributions to funds by state and local governments.
These cases are just some of the examples of the bottlenecks and red tape hampering SBA loan programs. While Obama should be commended for leveraging the SBA as part of his effort to increase small business lending, throwing money at banks won’t solve the problem without a comprehensive overhaul of the SBA’s loan programs.
Fortunately, legislation has been sponsored in Congress to address some of these problems, but those efforts need to be coordinated and fast-tracked to make efficient use of the stimulus funds the administration has earmarked for small firms.
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Just as your personal credit history determines whether you qualify for a personal loan, it also affects whether you can get a business loan. The three main things lenders look for on your credit report are:
Late payments
Missed payments
Bankruptcies
Business Credit Solutions
Get a D&B D-U-N-S Number
Business Credit Basics
Build My Business Credit
Extend Credit to Customers
Use My Credit to Get Loan
These problems can take seven to ten years to cycle off of a credit report. As long as there's no pattern, the occasional late payment is no big deal in the eyes of most lenders — we've all mailed checks a day or two late.
But missed payments and bankruptcies are a different story. These black marks on your credit report must be explained. Lenders are typically sympathetic to medical bankruptcies — if your child needed a kidney transplant and you filed Chapter 13 to save your house, most banks won't hold that against you.
Other circumstances are best explained in a letter accompanying your loan request. Don't just explain what happened. Let your prospective lender know what steps you've taken to assure it won't happen again. Typically, banks won't consider conventional loans or SBA guaranteed loans to applicants with a bankruptcy in the past three years.
That doesn't necessarily mean you shouldn't try. Banks are your best financing source, but there are alternatives, including revolving-loan-fund programs and micro-loan programs available through certified development companies. Some of these programs, however, require you to have been turned down by a bank first before you can apply.
Get a D&B D-U-N-S Number
Get a D&B D-U-N-S® Number
Get a D-U-N-S Number, the industry standard for business listings, and begin building your D&B company profile. In today's global economy, the D&B D-U-N-S Number has become the standard for keeping track of the world's businesses.
Unique nine-digit identifier for a single business entity that also links corporate families together.
Used by the world's most influential standards-setting organizations.
Recognized, recommended and/or required by more than 50 global, industry and trade associations, including the United Nations, the U.S. Federal Government, the Australian Government and the European Commission.
Please note that getting a D&B D-U-N-S Number alone will not establish a D&B credit file for your company. If you are requesting a D-U-N-S Number because you need to show others that your business is creditworthy, you will need to establish a credit file.
Establish A credit File
Visit: http://www.smashwords.com/books/view/5782 to purchase this book to continue reading. Show the author you appreciate their work!