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Funding Toolkit helps Small Business Establish Business Credit
Have you heard of a Paydex score? Most small businesses haven’t, but like an individual’s FICO score, a company’s Paydex score affects its eligibility and interest rates for business loans and credit cards.

The Funding Toolkit within city of Clovis' Tools for Business explains that the Paydex business credit system relies on voluntary reporting of payment history to Dun & Bradstreet. To get a score, a business needs at least five reports by its vendors. If a business pays on time or in advance, they get a score of 80 or above. If they are late, they get a score below 80, depending on how late they are.

About 10,000 businesses report monthly on their receivables. Most small businesses are too small to accumulate the necessary five reports, so they have no Paydex score. Unfortunately, that means a business which pays all of its bills on time or in advance does not receive the lower interest rates and access to loans that it should.

The Tools for Business website has a funding toolkit which helps small businesses participate in the Paydex system. “Having sufficient access to capital is critical for any size business,” says Kathy Millison, City Manager for the City of Clovis. “It is important for businesses to establish a solid credit history for their business. The only way their good payment record can be documented is when a business’ suppliers participate in the Paydex system.”

Participating is very easy if a business uses popular accounting software. Dun & Bradstreet has a free plug-in that makes reporting receivables easy to do. Businesses which submit regular reports receive a free business credit report each month, which allows them to check their own Paydex score or the score of a potential customer. A side benefit comes from placing a sticker on all invoices notifying customers that you report payment histories to Dun & Bradstreet. Businesses have found that they are paid more promptly, improving their cash flow.

If a business does not have a Paydex score or have suppliers willing to report, for a fee (several hundred dollars), it can provide Dun & Bradstreet with a list of vendors and a manual Paydex score can be calculated.

To use the funding toolkit on the Tools for Business website, visit www.clovis.toolsforbusiness.info. Once you are in the Tools, select Funding from the right navigation panel.
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