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Management
Ask SCORE    
                                                                                                

Financing Your Business
 
Whether you’re just starting a small business or expanding to take advantage of new opportunities, 
your business needs the right financing at the right time in order to succeed.   This is one of the most 
often requested topics for help that I see in the Southeast Minnesota SCORE Chapter.  Obtaining 
financing for your small business can be an extremely important element in building your company 
into a strong and thriving organization.  Here are a couple of practical suggestions for small business 
owners who are thinking about seeking financing.
 
First, before seeking financial assistance, ask yourself the following questions to evaluate your 
business’s financing needs:
ü      Do you need more capital or can you manage existing cash flow more effectively?
ü      How do you define your need? Do you need money to expand or as a cushion against 

risk?
ü      How urgent is your need? You can obtain the best terms when you anticipate your needs 

rather than looking for money under pressure.
ü      How great are your risks? All businesses carry risks, and the degree of risk will affect 

cost and available financing alternatives.
ü      In what state of development is your business? Needs are most critical during transitional 

stages.
ü      For what purposes will the capital be used? Any lender will require that capital be 

requested for very specific needs.
ü      What is the state of your industry? Depressed, stable, or growth conditions require 

different approaches to money needs and sources. Businesses that prosper while others are in 
decline will often receive better funding terms.

ü      Is your business seasonal or cyclical? Seasonal needs for financing generally are short 
term. Loans advanced for cyclical industries, such as construction, are designed to support a 
business through depressed periods.

ü      How strong is your management team? Management is an important element assessed by 
lenders.

ü      How does your need for financing mesh with your business plan? If you don't have a 
business plan, make writing one your first priority. All capital sources will want to see your 
business plan for the start-up and growth of your business.

 
Next, the ability (or capacity) to repay the funds you receive from a lender must be justified in your 
loan package. Banks want to see two sources of repayment—cash flow from the business as well as a 



secondary source such as collateral. The lender reviews the past financial statements of a business to 
analyze its cash flow.
 
Generally, banks feel most comfortable dealing with a business that has been in existence for a number 
of years because it has a financial track record. If the business has consistently made a profit and that 
profit can cover the payment of additional debt, it is likely that the loan will be approved. If however, 
the business is a start-up or has been operating marginally and now has a new opportunity to grow, it is 
necessary to prepare a thorough loan package with a detailed explanation addressing how the business 
will be able to repay the loan.
 
If you need help in financing your business, contact SCORE, mentors to America’s Small businesses.  
They provide free, confidential counseling as well as informational seminars.  For example, next 
Tuesday evening’s SCORE seminar will be taught by Chris Terry, VP for Business Services at Think 
Bank on the topic of How to Finance a Small Business and is offered through Rochester Community 
Education. . 
__________
Dean L. Swanson
South East Minnesota SCORE
c/o Rochester Area Chamber of Commerce
220 South Broadway, Suite 100
Rochester, MN 55904
*Dean is a volunteer SCORE Counselor.
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