	Comparing the Most Common Business Structures

	Choosing the appropriate business structure is an essential step in planning any new business. The choice you make will have important implications for how the company operates and what its tax obligations will be. Use this form to explore the most common business structures and their advantages and disadvantages.

	□ Sole proprietorship: You, as an individual, are the company. 


Advantages: This is by far the simplest business structure. As long as you’re the sole owner, you’re automatically a sole proprietor. You can operate under your own name or use another name for the company. The income from a sole proprietorship is your income –– and taxed accordingly


Considerations: You’re responsible for all debts, losses, and other liabilities. And raising substantial amounts of cash for a sole proprietorship is typically difficult.

	□ Limited Liability Company (LLC): An LLC is a cross between a partnership and a corporation. A single individual or a group of members can own it. All profits are passed through to the members. An LLC requires a business name and articles of organization. 



Advantages: LLCs require less record-keeping than corporations and there are fewer restrictions on how the profits are divided up among members.

Considerations: Members of an LLC are considered to be self-employed and must pay self-employment taxes. In some states, an LLC is automatically dissolved if one member leaves, requiring remaining members to start a new business.

	□ Cooperative: A cooperative is owned and operated for the benefit of its members. The profits it generates are distributed to those members. A familiar example is a food cooperative, in which individuals join together to buy and distribute food. 



Advantages: Members can come and go and the cooperative remains intact as a business entity. Depending on the nature of the business, cooperatives can sometimes take advantage of grant programs to raise funds.   

Considerations: Members must actively participate in all aspects of a cooperative’s business or the required work won’t get done. Cooperatives are typically run democratically, which can be good or bad, depending on the individuals involved.

	□ Corporation: The most complex business structure, corporations are independent legal entities owned by shareholders. Because corporations are legally and financially complex, larger companies typically use this structure. 



Advantages: A corporation structure limits the liability of shareholders as far as debts and other responsibilities go. Because corporations are stable, they can generate capital more easily than less formal structures. 


Considerations: Corporations are time consuming and expensive to set up and to operate.

	□ Partnership: A partnership is a business owned by two or more people. There are several different kinds of partnerships, each with its own requirements, including general partnerships, limited partnerships, and joint ventures. 



Advantages: Partnerships are easy and inexpensive to form. Partners share equally in the financial risks and rewards. 

Considerations: Owners are personally liable for debts and losses. If partners disagree over crucial business decisions, the result can be conflict and sometimes the end of the partnership.

	□ S Corporation: S corporations are like corporations except that they receive a special designation from the IRS that allows profits and losses to pass through to the individual owners. The shareholders, but not the business itself, must pay taxes.



Advantages: If shareholders leave, an S corporation remains intact. Some expenses can be deducted as business expenses. 


Considerations: S corporations are complicated to operate, because they require scheduled director and shareholder meetings.

	□ B Corporation: B corporations are for-profit companies that agree to meet rigorous standards of social and environmental accountability and transparency in order to be certified by the nonprofit organization B Lab.

Advantages: By joining the B Corp movement, companies go on record committing themselves to social good. In addition, by swelling the ranks and therefore the awareness of B Corp companies, they encourage others to join them as a force for good. And of course, the image of social activism can be good for business with B Corp status attracting interest and support from investors, employees, and customers who share similar goals. 

Considerations: If you’re considering B Corp status, plan to score well on a 150-question survey that covers everything from energy efficiency and employee programs to corporate transparency. Plus, you need to include a written commitment to making a positive social and environmental impact in your corporate by-laws. 



	For more detailed information about business structures and which one is right for you and your business, check out the Small Business Administration at www.sba.org.


