Understanding Different Business Types

Business Type

Number of Owners

Liability

Taxation

Best For

Sole Proprietorship

One Owner

Owner is personally
responsible for
business debts

Income is reported
on the owner's
personal tax return

Small, individual
businesses
(freelancers, shops)

Partnership

Two or more Owners

Partners share
responsibility for
debts

Profits pass through
to partners' personal
tax returns

Businesses with
shared ownership
and responsibilities
(e.g., law firms)

Corporation

Many Owners
(Shareholders)

Owners
(shareholders) are
not personally liable
for debts

Corporation pays
taxes, then
shareholders are
taxed on dividends
(Double Taxation)

Larger businesses
seeking to raise
capital and expand
(e.g., Apple,
Walmart)

Limited Liability
Company (LLC)

One or more Owners
(Members)

Owners are not
personally liable for
business debts

Profits pass through
to owners' personal
tax returns, avoiding
double taxation

Small to medium
businesses wanting
liability protection
without the
complexity of a
corporation
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