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Network has SBA loan specialists available to answer your questions regarding sources of small 
business funding. www.asbdc.org ) 

The interest rate can vary based on the size of the loan, with smaller amounts costing a little 
more. Shop around. Some banks reap servicing fees and nice profits by selling the guaranteed 
portion of the loan to insurance companies and pension funds; in those cases, a lender may be 
willing to offer you a better rate. 

8. Local and state economic development organizations. Economic-development 
organizations can charge tantalizingly low interest rates when lending alongside a bank. 

Say you need to raise $200,000 for a building. A bank may offer $150,000 on a first mortgage at 
a variable interest rate of prime, now 3.25%, plus 200 basis points, for a total of 5.25%. The local 
development entity might lend you another $30,000 on a second mortgage at a fixed-interest rate 
of 4%, without seeking equity shares or warrants. (Without the development corporation's 
contributions, you would have to scare up $50,000 in equity--expensive.) If you don't have the 
cash flow to cover the interest, the development organization may offer extended terms. Some 
loans are interest-only for the first year or two, and even the interest payments can be accrued for 
a certain time period. 

Development groups may not agree to finance an entire operation, but they make snagging the 
remainder from other private sources a lot easier. Talk to your local chamber of commerce to find 
these programs 

7. Customers. Advance payments from customers--assuming the terms aren't too onerous--can 
give you the cash you need, at a relatively low cost, to keep your business growing. Advances 
also demonstrate a level of commitment by that customer to your operation. About half of the 
world-beating entrepreneurs in the book, Bootstrap to Billions, were funded by their customers. 
This strategy allowed them to grow faster and with limited resources, and to operate with relative 
impunity with respect to their investors. 

6. Vendors: Dick Schulze built Best Buy with financing from large consumer electronics firms--in 
other words, his suppliers. This way, your financiers do not control your growth; you do. Just be 
sure not to enslave yourself to a handful of powerful suppliers in the process. 

5. Friends and family members. If you're lucky, friends and family members might be the most 
lenient investors of the bunch. They don't tend to make you pledge your house, and they might 
even agree to sell their interest in your company back to you for a nominal return. 

4. Small Business Innovation Research (SBIR) grants. Getting past the paper-intensive 
application process and SBIR grants can be a great way to turn your intellectual property into 
mailbox money. For more on these grants, check out How To Get Uncle Sam To Fund Your 
Start-Up. 

3. Tax Increment Financing. TIF subsidies are geared toward real estate development in 
targeted areas. Depending on the state, the subsidies can be as large as 20% to 30% of the cost 
of the project. Better yet, you may even be able to borrow against this subsidized value. If your 
own community does not offer a TIF program, look at communities that do. You may end up a 
little farther from your home or office, but it could be worth your while. 

2. Internal Revenue Service. No, the IRS does not lend money. But it does allow you to deduct 
expenses. If you are paying a heap in taxes, evaluate whether you can use your profits to expand 
your business--and reduce your tax bill. 
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