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Buyer Beware? You Better Believe It

Acting as a purchasing agent can easily leave you holding the bag. Here are some steps to avoid credit problems and quality issues Q: I'm a small buying agent for overseas customers. Many of vendors demand payment in advance -- and I've had problems involving squeezing me for more money, short-changing me on merchandise, or sending defective items. How can I protect myself if the vendor refuses to accept a letter of credit? Is it rude to ask for a personal credit profile? What's the best way to evaluate whether to do business with a particular individual? -- S.S., Bellevue, Wash.

A: Experts say that you need to get new vendors, be more selective about those with whom you do business, and investigate more thoroughly. Don't worry about being "rude" - you're following good business practices when you insist on protections such as letters of credit, credit histories, return policies for defective goods, and price quotes that are guaranteed for 30 days. Such guarantees protect you, not only against money-squeezers, but also against currency fluctuations.

Be very discriminating when you are selecting vendors. Gary Mendell, of Los Angeles-based Meridian Finance Group, says that the vendor relationships in your line of business are more important than the type of product you carry.

TRUST, BUT VERIFY.  "Find a vendor, or a select group of vendors, with whom you have had good experience," Mendell recommends. "Then develop the relationship by using this vendor to become your source for additional types of products -- instead of chasing products through a wide variety of vendors with whom you don't feel confident."

When you're considering new relationships, check them out as exhaustively as possible by asking for and checking references, and consulting the Better Business Bureau. Despite the restrictions in recent years on consumer credit reports, credit reports on sole proprietor businesses are widely obtainable, at least if the business has been in operation for some time, from companies like Experian.

"The scope of the ordinary credit report is probably too limited for your purposes," says Michael Doram, an attorney specializing in international business and a regional coordinator for the Export Legal Assistance Network.

A FEW MORE DETAILS.  In stead, he urges you obtain an investigative credit report report. Yes, it will cost more, but it will also cover liens, lawsuits, and judgments. "These are factors which give a better clue about the reliability and the trustworthiness of the potential supplier than a simple credit history," Doram advises.

Once you've chosen the right vendors, Mendell recommends giving them three alternatives: Accept payment upon delivery of the goods, accept a letter of credit, or provide the names of three trade references whom you can contact to ask about past performance. "These trade references may tell you more of what you need to know in this situation than the credit bureau reports," he notes.

Doram says you might also require suppliers, in return for an advance payment, to put up a "standby" letter of credit that would permit buyers to obtain refunds due to any shortages in delivery or defective goods. "The cost of a standby is modest and they are particularly useful when there are shipments to be made in installments. A vendor should be more willing to use this device than to put up a personal guarantee," Doram says.

YOUR TAXES AT WORK.  For more help and advice, check with your local branch of the Commerce Dept.'s Export Assistance Center at 1-800-USA-TRADE, where trade specialists can advise you on a host of trade-related issues, including payment options, logistics, and sources of pre-screened buyers, says Doug Barry, of the U.S. Commercial Service.

"The U.S. Commercial Service officers know many of the local importers of U.S. goods and can provide information about them," he adds. "Consider hiring a specialized U.S. firm that can do extensive credit and background checks of companies in foreign countries, and if you have problems with a foreign buyer, contact the U.S. Commercial Service."

Have a question about running your business? Ask our small-business experts. Send us an e-mail at smartanswers@businessweek.com, or write to Smart Answers, BW Online, 46th Floor, 1221 Avenue of the Americas, New York, NY 10020. Please include your real name and phone number in case we need more information; only your initials and city will be printed. Because of the volume of mail, we won't be able to respond to all questions personally.

For more go to http://www.businessweek.com
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