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Why	Credit	Matters	for	Small	Businesses

When	you	run	a	small	business,	credit	is	more	than	a	score	—	it's	a	tool	that	can	help	you	seize	opportunities	and	absorb	setbacks.	Strong	credit,	personal	or

business,	can	make	 it	easier	 to	access	 financing	when	you	need	working	capital	or	want	 to	expand,	negotiate	better	 terms	with	suppliers	and	 landlords,	and

absorb	unexpected	shocks	without	derailing	growth	plans.

Federal	Reserve	survey	data	on	small	business	financing	consistently	shows	that	owners	rely	on	a	mix	of	personal	credit,	business	credit,	or	both	to	fund	their

companies.	When	business	credit	is	thin	or	untested	—	which	is	common	for	newer	entities	—	personal	credit	often	fills	the	gap,	sometimes	in	ways	that	blur	the

line	between	the	owner	and	the	company.

A	NOTE	ON	THIS	GUIDE

This	guide	covers	both	systems	honestly,	including	where	they	overlap.	It	doesn't	pretend	personal	credit	is	irrelevant	to	founders	—	it	explains	how	to	use	it	well	while	you	build	a	business	credit	file

that	can	eventually	stand	on	its	own.
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Where	Personal	Credit	Still	Matters

Different	types	of	small	business	financing	rely	on	different	kinds	of	credit	data.	While	every	lender	sets	its	own	criteria,	a	general	pattern	holds:

Products	that	often	check	personal	credit

Business	credit	cards,	especially	for	newer	entities

Term	loans	for	younger	or	smaller	firms

Online	loans	and	many	fintech	products

Microloans	and	some	SBA-backed	loans

Products	that	often	check	business	credit

Lines	of	credit	tied	to	established	businesses

Bank	loans	and	SBA	loans	for	more	mature	firms

Invoice	financing

Vendor	and	supplier	trade	credit	(net-30/60/90)

In	practice,	many	providers	look	at	both	the	owner	and	the	business	—	especially	when	the	business	is	small,	new,	or	has	limited	financial	history.	The	stronger

each	side	of	the	picture	is,	the	more	options	and	leverage	you're	likely	to	have.
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Personal	Credit	Fundamentals

Even	if	your	long-term	goal	is	to	rely	primarily	on	business	credit,	personal	credit	will	often	matter	in	the	early	stages,	since	lenders	and	card	issuers	commonly

review	it	when	a	business	is	young	or	revenue	is	limited.

Know	your	reports

Start	by	reviewing	your	personal	credit	reports	from	the	three	major	consumer	bureaus	—	Equifax,	Experian,	and	TransUnion.	AnnualCreditReport.com	is	the

official,	government-endorsed	site	 for	 free	annual	copies	of	your	consumer	credit	 reports;	you're	entitled	 to	at	 least	one	 free	 report	per	bureau	per	year,	with

additional	 rights	 in	 certain	 circumstances	 such	as	 identity	 theft.	 Look	 for	 accuracy	 of	 personal	 information,	 accounts	 you	 recognize,	 and	any	 late	 payments,

collections,	or	errors	that	need	attention.

What	drives	personal	credit	scores

Most	personal	credit	scores	in	the	U.S.	are	built	using	models	developed	by	FICO	and	VantageScore,	based	on	information	in	your	credit	reports.	Exact	formulas

vary	and	aren't	fully	public,	but	the	commonly	understood	factors	include:

Payment	history	—	whether	you	pay	on	time.

Credit	utilization	—	balances	relative	to	limits	on	revolving	accounts.

Credit	age	—	how	long	you've	had	accounts	open.

Account	mix	—	types	of	credit,	installment	vs.	revolving.

Recent	activity	—	new	accounts	and	inquiries.
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The	Personal	Credit	Checklist

Payment	history

Often	the	single	most	 influential	 factor.	Set	up	autopay	or	reminders	 to	avoid	 late	payments;	 if	you	see	an	 inaccurate	 late	payment	on	your	report,	dispute	 it.

Older	negative	marks	matter	less	over	time,	but	consistent	on-time	payment	matters	more.

Age	of	credit

Credit	models	typically	favor	longer	histories.	Keep	older,	well-managed	accounts	open	when	possible,	and	avoid	opening	many	new	accounts	at	once.

Credit	utilization

Scores	weigh	not	just	how	much	you	owe,	but	how	much	of	your	available	revolving	credit	you're	using.	A	commonly	cited	guideline	is	keeping	balances	below

roughly	30%	of	each	card's	limit	—	lower	is	generally	better.	Paying	earlier	in	the	billing	cycle	can	help	keep	reported	balances	lower.

Account	mix

A	mix	of	revolving	accounts	(cards,	lines)	and	installment	accounts	(loans)	can	support	a	stronger	profile.	If	you're	missing	one	type,	a	well-managed	addition	can

broaden	your	history	over	time.

Inquiries

Hard	inquiries	reflect	credit	applications;	several	in	a	short	window	can	temporarily	weigh	on	scores.	Being	selective	about	new	applications	keeps	your	profile

cleaner	as	you	position	for	business	financing.
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How	Business	Credit	Actually	Works

While	personal	credit	 reflects	 the	 individual,	business	credit	 reflects	how	the	company	meets	 its	obligations.	Commercial	credit	bureaus	—	Dun	&	Bradstreet,

Experian	Business,	and	Equifax	Business	—	collect	data	on	how	businesses	pay	their	bills	and	turn	it	into	business	credit	reports	and	scores.

What	drives	business	credit	scores

Specific	 formulas	 differ	 by	 bureau,	 but	 common	 themes	 include	 payment	 history	 (on-time,	 early,	 or	 late	 payments,	 plus	 any	 collections,	 judgments,	 or

bankruptcies),	debt	and	utilization	relative	to	available	business	credit,	 the	length	and	depth	of	credit	experience,	and	how	a	business's	behavior	compares	to

similar	firms.

Why	business	credit	helps	growth

A	strong	business	credit	history	can	support	access	to	cash	when	you	need	financing	to	invest	or	stabilize,	lower	costs	through	more	favorable	rates	on	loans

and	cards,	and	more	time	to	pay	through	net-30/60/90	vendor	terms	that	improve	cash-flow	flexibility.
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Personal	vs.	Business	Credit:	Key	Differences

PERSONAL	CREDIT BUSINESS	CREDIT

Who	is	scored Individuals Legal	business	entities

Typical	range 300–850	(FICO/VantageScore) Varies	by	bureau	(e.g.,	PAYDEX	0–100)

Data	sources Consumer	accounts,	loans,	cards,	some	public	records Trade	accounts,	business	loans,	vendor	relationships,	public	records

Legal	protection Fair	Credit	Reporting	Act	(FCRA) No	equivalent	federal	framework

That	last	row	matters	more	than	it	might	seem.	FCRA	protections	—	the	right	to	a	free	annual	report,	the	right	to	dispute	errors,	restrictions	on	who	can	pull	your

file	 and	 why	—	 apply	 specifically	 to	 consumer	 reports.	 Business	 credit	 reports	 generally	 aren't	 covered	 the	 same	way,	 which	means	 they	 can	 typically	 be

purchased	and	reviewed	by	third	parties	without	the	same	consent	or	disclosure	requirements	that	apply	to	your	personal	file.
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The	Business	Credit	Checklist

1.	 Check	whether	your	business	is	already	listed.	Major	commercial	bureaus	may	already	have	a	file	started	on	your	business.

2.	 Confirm	your	legal	structure.	Many	lenders	prefer	or	require	a	formal	entity	(LLC,	S-Corp,	C-Corp)	rather	than	a	sole	proprietorship.

3.	 Obtain	key	business	identifiers.	A	D-U-N-S	Number	from	Dun	&	Bradstreet	is	free	and	typically	takes	about	30	business	days	to	process	—	be	cautious	of
any	third	party	charging	a	fee	for	this	free	service.

4.	 Open	accounts	that	actually	report.	Not	every	vendor	or	card	reports	to	the	bureaus;	confirm	reporting	behavior	before	relying	on	an	account	to	build	your
file.

5.	 Pay	on	time,	every	cycle.	Payment	history	is	typically	the	largest	single	factor	in	business	credit	scoring.

6.	 Monitor	your	file	regularly.	Business	identity	theft	and	errors	are	real	risks;	checking	your	file	periodically	helps	you	catch	problems	early.

WHERE	AN	EIN-ONLY	TRADELINE	FITS

Step	4	—	opening	accounts	that	actually	report	—	is	where	many	founders	get	stuck.	A	standard	net-30	vendor	account	reports	as	a	"non-financial	trade,"	which	carries	less	underwriting	weight	than

a	genuine	installment	account.	BCC	Supplies'	own	commercial	installment	tradeline	was	built	specifically	to	solve	this	step:	a	fixed,	EIN-only	account,	reported	monthly	to	all	three	bureaus,	with	no

SSN	and	no	personal	guarantee	required	—	see	our	full	guide	for	how	it	fits	into	a	broader	credit-building	sequence.

https://bccsupplies.com/how-to-build-business-credit-commercial-tradelines
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Combining	Both	Into	One	Strategy

Government	survey	data	shows	that	many	small	business	owners	use	personal	credit	alone	or	in	combination	with	business	credit	to	fund	their	companies.	A

smart	credit	strategy	doesn't	try	to	ignore	that	reality	—	it	works	with	it:

Use	personal	credit	carefully	to	support	early-stage	needs,	maintaining	strong	habits	so	it	remains	an	asset,	not	a	liability.

Build	business	credit	in	parallel	through	a	formal	entity,	reporting	accounts,	and	consistent	on-time	payments.

Over	time,	shift	more	financing	and	trade	relationships	to	the	business	side,	reducing	dependence	on	personal	guarantees	where	possible.

By	respecting	both	systems	and	grounding	decisions	in	how	small	businesses	actually	access	credit,	owners	can	build	a	more	resilient	funding	foundation	for

long-term	growth.
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Glossary	of	Terms

FICO	Score
A	widely	used	personal	credit	scoring	model,	typically	ranging	from	300–850.

VantageScore
An	alternative	personal	credit	scoring	model	developed	jointly	by	the	three	major	consumer	bureaus.

Credit	Utilization
The	percentage	of	available	revolving	credit	currently	in	use;	commonly	recommended	to	stay	below	~30%.

FCRA
The	Fair	Credit	Reporting	Act	—	federal	law	governing	consumer	(personal)	credit	reports,	including	free	annual	reports	and	dispute	rights.	Does	not	apply	the	same	way	to	business	credit	reports.

PAYDEX	Score
Dun	&	Bradstreet's	proprietary	business	credit	score,	0–100,	based	primarily	on	payment	promptness.

DUNS	Number
A	unique	nine-digit	identifier	from	Dun	&	Bradstreet,	used	to	establish	a	business	credit	file.	Free	directly	from	D&B.

Personal	Guarantee
A	commitment	making	a	business	owner	personally	liable	for	a	business	debt	if	the	entity	can't	repay	it.

Financial	Trade
A	tradeline	representing	a	genuine	loan	or	credit	extension,	weighted	more	heavily	in	underwriting	than	a	vendor	invoice.

Non-Financial	Trade
A	tradeline	representing	goods	or	services	purchased	on	credit,	such	as	a	net-30	vendor	account.
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Closing	Notes

Personal	and	business	credit	aren't	competing	systems	—	they're	two	tools	most

founders	end	up	using	together,	whether	by	plan	or	by	accident.	Understanding	how

each	one	actually	works	is	what	turns	that	into	a	deliberate	strategy	instead	of	a

guessing	game.

This	guide	reflects	information	accurate	as	of	publication.	For	the	most	current	version	and	our	full	editorial

standards,	visit	bccsupplies.com.

BCC	Supplies	Editorial	Team
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PERSONAL	VS. 	BUSINESS	CREDIT: 	THE	REAL	DIFFERENCES

PERSONAL	CREDIT

WHO	IS	SCORED
Individuals

TYPICAL	RANGE
300–850	(FICO	/	VantageScore)

LEGAL	PROTECTION
Fair	Credit	Reporting	Act	(FCRA)

BUSINESS	CREDIT

WHO	IS	SCORED
Legal	business	entities

TYPICAL	RANGE
Varies	by	bureau	(e.g.	PAYDEX	0–100)

LEGAL	PROTECTION
No	equivalent	federal	framework

The	Business	Credit	Checklist
1. Check	whether	your	business	is	already	listed	with	the	major	commercial	bureaus. ✓
2. Confirm	your	legal	structure	—	most	lenders	prefer	a	formal	LLC,	S-Corp,	or	C-Corp. ✓
3. Obtain	key	business	identifiers,	including	a	free	D-U-N-S	Number	from	Dun	&	Bradstreet. ✓
4. Open	accounts	that	actually	report	—	not	every	vendor	or	card	reports	to	the	bureaus. ✓
5. Pay	on	time,	every	cycle	—	payment	history	is	the	largest	single	scoring	factor. ✓
6. Monitor	your	file	regularly	to	catch	errors	and	business	identity	theft	early. ✓

When	you	run	a	small	business,	credit	is	more	than	a	score	—	it's	a	tool	you	build	deliberately,	using	this	guide	as	your	field	reference.

BCC	Supplies
FIELD	GUIDE
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