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Advance Funds Network Provides Flexible
Factoring Options for Small Businesses
BY DOUGLAS HADDAD

To understand the niche market
of small business financing (under
$1million), you must first gain an
appreciation for flexible factoring.
Flexible factoring starts with defining
the basic concept. Credit card factoring
is similar to a merchant cash advance.
In fact, the two terms are often used
interchangeably. Both of these financial options are a form of credit card
receivable funding. The ultimate goal
of this type of factoring is to offer
business owners a solid and simple
way to regain control of their financial
direction.

Supplying Everyone with a
For the majority of businesses that we
work with at Advance Funds Network
(AFN), regaining control feels like a
far-off goal. Business owners in every
company, no matter the size, desire to
stand confidently at the helm of their
venture and set the course for sustainability. It has become increasingly
difficult for small to medium-sized
businesses to survive in this economy
long enough to reach that goal. The
current financial environment does not
leave much room for traditional financiers to take a well-deserved gamble on
the “little guy”. Banks and traditional
lenders are risk-adverse by nature.
They weigh their investment based
on the potential for success versus the
unfortunate statistical likelihood of
failure. SMB’s usually end up on the
latter end of that scale.
While banks may see a company with
an uncertain future as doomed to fail,
we at AFN, know that without sufficient funding, lenders have left failure
as the only option on the table. Credit
card factoring opens up a goal-oriented
avenue that ultimately leads to the
sustainability equally enjoyed by larger
cash-flush companies.

Additional Working
Capital with the Accepted
Uncertainty
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Two of the most frequently used
options on the table are the aforementioned merchant cash advance/
credit card factoring and Traditional
Factoring. In a nutshell, one method
relies on the present, the other on the
future.

These unrestricted funds have given
many of our clients an infusion of
working capital when they needed it
most.

Cut from a Different Cloth

A merchant cash advance differs from
traditional factoring because it relies
on future debit and credit card sales.
Factoring, on the other hand, is typically based on sales that a company
has made, but not yet collected. An
advance gives you the benefit of the
doubt, whereas factoring gives you the
benefit without any doubt. Credit Card
factoring is appealing to many small
businesses because they get the same
benefits of traditional factoring without
the sales constraints, since the money
they are borrowing against is yet to be
earned.
There are two ways Businesses can
access the funds:
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in an upfront lump sum.
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multiple installments.
We encourage business owners to
develop both a financial plan and an
updated business plan before using
factoring. Resources to take these steps
are also provided through the Small
Business Association (SBA) and other
local community programs. That way,
they keep the primary goal of financial
health and profitable sustainability in
mind.

Small business financing may be a
billion dollar business now, with
companies providing in excess of $60
million a month in funding in 2013,
but it wasn’t like that when AFN first
opened its doors.
In the early 2000’s, our company was
one of a few in a very small class of
SMB factors. Our competitors saw us
as outsiders looking wistfully in at the
factoring world. To them, we were at
the bottom of the financing barrel and
our novice-level niche was pretty small
back then. The deals we were making
may not have turned many heads, but
we knew we were on to something
special.
Our “something special” turned out
to be the ground floor of financial
recovery for small and medium-sized
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That money has numerous applications in a small business environment.
Businesses have used the funding to:
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