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What Kind of Business – Sole Proprietor, Partnership, Corporation
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Having run a couple of types of businesses, made several mistakes, survived them and are still in business, we feel somewhat able to comment on this question.  

A sole proprietorship is what we each ran separately for many years. The big advantage of this is that it is easy. The wonderful thing about America is that you have freedom that is unimaginable in a lot of other countries. You want to run a fry bread business out of your home? You hang out a sign that says “Angie’s Fry Bread” and you’re in business.  That’s a sole proprietorship and it is the most common kind of business. The steps are really simple. 

A) You pick a name.

B) Open a separate bank account. (Not required but it will make your life easier.)


The big disadvantage is that you are responsible for all of your losses. Also, it can only have one owner, so if you get loads of extra business and your Aunt Myrna is willing to join you, she either needs to become an employee or you need to look into a different kind of business. On the other hand, the business is totally yours, and if you want to sell it  to your Aunt Myrna you don’t have to ask permission of anyone. 


A partnership is how we operated for a long time. We did most things wrong but realized our mistakes in time to correct them, fortunately. Our partnership began with an oral agreement, and not one we even discussed very much. One of us would focus on getting business and managing the business, one would focus on the technical side and one would handle the accounting. This worked fine as long as the business stayed small with two of us doing most of the work. It worked fine when it was a part-time job, extra income for both of us. As the business grew, we realized we needed to be clearer on what each of us was expected to do, how we would share the profits and who would make what decisions. One thing we did right was to put lots of this in writing, including job descriptions for each of us. Even if you really trust your partners (and we did), it is easy for one person to think you had agreed on something and the other to have a different understanding. You can also forget what you agreed on. The busier you get, the more responsibilities you have, the more misunderstandings occur.


We cannot emphasize enough the importance of being able to trust your partner. Each partner can enter into contracts that are the obligation of the business, even without the approval of the other partners. One partner made the decision to hire our accountant, selected our insurance company, hired two of our employees, contract for marketing services. Another partner made the decision to hire three other employees. This worked for us because we each trusted the other to make decisions that were fair to the company and each of us. A second advantage we had that would help any partnership succeed is that we were each good in different areas. We had one partner who knew the reservation communities, was excellent in marketing, management and had expertise in qualitative research. We had a second partner with expertise in quantitative analysis, web design, computer programming and disability research. Having different strengths made it easy for us not to second-guess one another or argue over who was responsible for each task. It was usually pretty obvious who was a better choice to meet with our congressional representatives or to write the first draft of a grant proposal. Having different strengths also made us a stronger business. We each paid taxes on our share of the business income not because we knew that is what we were legally required to do (it is), nor because this is what we had in our written agreement (because we did not have a written agreement, even though that would have been very wise). So, it must be admitted, we did the right thing by pure dumb luck.


A corporation  is how we finally ended up. It’s a good thing, too, because we didn’t know what we were doing very much during our partnership years. Very, very lucky for us, by the time our business had grown to a substantial size we had figured out several things out. A corporation is a separate legal “thing” apart from the owners. As the dollar amount of business, and, potentially, any losses, got bigger and bigger, we became a little uncomfortable about guaranteeing all of this with our personal credit cards and property (what little we had at the time).  If Ford Motor Co. goes bankrupt and owes $400 million, the banks don’t go trying to collect from each of the stockholders. If you have a corporation that is what each of the owners is, a stockholder. If one of you dies (cheerful thought) or retires the corporation still exists. As we got older and started to think about retirement, a business that we could sell, or that one of us could keep going after the other retired, seemed a better and better idea.


If you are based on a reservation, you can incorporate on the reservation, within the state, or both. We first incorporated on the Spirit Lake Nation and received our business license from tribal administration. At the time, it cost $150. This fee may vary from one reservation to the next but it does usually cost a fee. 

For an article by the IRS on types of businesses that gives you more on the tax implications. Click here: Select a business structure. 
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