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Starting a small business 
is both exciting and  
challenging.

Building a company from scratch takes time and 

a lot of effort. There are steps and rules to follow, 

and a series of important decisions to make.

You have to be prepared.

NerdWallet has outlined the steps to starting a 

small business – coming up with a business idea, 

drawing up a business plan, taking care of legal 

requirements and securing financing.
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1   IDENTIFYING AN IDEA AND NAME

A big idea

It all starts with an idea. This is the simplest, 

yet most critical, part of starting a business. 

It requires creativity and careful planning.

Here are some tips. 

Choose a business idea that focuses on your skills, 

experience and passion to boost your odds of 

success. Having a passion for the enterprise can 

help you stick it out through tough times and avoid 

burnout. 

Consider if the business is aligned with your 

lifestyle. If balancing work and family life is 

important to you, avoid endeavors that could 

require working 60-hour weeks. If you hate being 

stuck in an office, look for enterprises that can be 

operated remotely or on the go. 

Take a clear-eyed look at your financial situation. 

If you are strapped for cash and want low startup 

costs and fewer barriers to entry, consider starting 

an online business, such as an e-commerce site.

Consider low-cost business ideas such as social 

media consulting, web/app development and 

tutoring services.

Before jumping in, do your due diligence. Ask 

yourself: Is there enough demand for the product or 

service in your market? Can you afford the startup 

costs? How will you stand out from competitors?
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1  IDENTIFYING AN IDEA AND NAME

The name of the 
game

After you’ve identified a solid endeavor, 

how do you name your business? 

Here are some best practices. 

CEO of Cleveland marketing 

company Third Force and 

founder of DIY Marketers

- Ivana Taylor

Before you select a 
name for your business, 
before you run out and 
get business cards, 
before you spend a 
single cent or a single 
minute on any kind 
of advertising or 
promotional effort, 
invest your time and 
effort in crafting a killer 
marketing message.”

‘‘

Make it short, memorable and easy to spell

Choose a name that fits who you are and what 

your company is about, so you can have a story 

and message behind why you chose it 

It should be descriptive and brandable. Avoid 

using hyphens; when creating a website, aim 

for a .com extension

Before you get too excited about a name, make sure 

you can use it. Start with a basic web search and check 

the sites of the Internet Corporation for Assigned 

Names and Numbers, better known as ICANN, which 

operates the Internet Corporation for Assigned Names, 

or InterNIC. You can also check federal trademark laws 

at the Patent and Trademark Office. 
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2  BUSINESS PLAN BASICS

What’s your plan?

This next step is critical: Create a strong, 

detailed business plan that provides a 

clear road map for the future. A business 

plan typically covers three to five years, 

detailing your goals and how you plan to 

achieve them. 

Your plan forces you to think through and 

vet your business idea before launching. 

A business plan may also be required if 

you want to seek financing or pitch your 

idea to investors. 

Aim to have 15 to 25 pages in your 

business plan, and include the following:

An executive summary, which includes a mission 

statement explaining the main focus of your business, 

as well as a description of the products and services 

offered. 

A company description, which provides a snapshot 

of your business, containing important information 

such as its registered name, address of any physical 

locations, names of key employees and any other 

details you wish to share. 

An objective statement or business goals section, 

which contains a strategy for achieving your goals. It 

spells out exactly what you’d like to accomplish, both 

in the near term and over the long term. If you are 

seeking financing, this section provides an opportunity 

to discuss how it will help your business grow.

The business and management structure, which lists 

your company’s legal structure, plus any other key 

owners or employees and the extent of their involvement.  

A detailed summary of the products and services you 

will be offering to customers. This will explain how your 

product works or what services are provided, the pricing 

model for your product or services, the typical customer 

you expect to serve, and a sales and distribution strategy. 

A marketing and sales plan, explaining how you’ll 

persuade customers to buy your products or services. 

How will you develop customer loyalty? This section can 

also highlight the strengths of your business and focus 

on what sets it apart from your competition.  

Financial projections, which provide estimates of your 

business’s monthly or quarterly sales, expenses and 

profit estimates over at least a three-year period — with 

the future numbers assuming you’ve obtained a loan. You 

can list projected expenses and how you’ll cover these 

expenses. 

Finally, an appendix, which lists any supporting 

information or other additional information that you 

couldn’t fit in elsewhere, such as resumes of key 

employees, licenses, equipment leases, permits, patents, 

contracts, and personal and business credit history.



2  BUSINESS PLAN BASICS

Make your business 
plan shine
Your business plan is like a calling card. 

Here’s how to keep it real and impress 

others.

Avoid being too optimistic with your projections 

Keep the plan concise and carefully proofread 

for any spelling or grammatical errors

For help with writing your business plan, consider 

using free resources such as the nonprofit business 

development association SCORE or the Small Business 

Administration’s Small Business Development Centers, 

which assist small businesses and entrepreneurs 

throughout the country. 

financial advisor and founder 

of Allen Wealth Management 

- Craig Allen

I always feel like if the 
person can’t even bother 
to proofread something 
that they wrote, how 
detail-oriented is this 
person in running their 
business?”

‘‘
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3  THE LEGAL STUFF

Sole proprietorship, 
LLC or corporation?
Choosing the right business structure may 

seem like just another box to check off 

when starting a business, but the decision 

has serious legal and tax implications. 

It affects how you’ll pay business taxes, 

as well as whether or not your personal 

property is protected from the business.

A basic sole proprietorship (you report business 

profits on your individual tax return, and your 

personal assets are not separate from the business)

You have a few options:

A limited liability company (which limits 

the personal liability of its owners) 

A corporation (which allows your business to 

have shareholders)
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3  THE LEGAL STUFF

Business structures

Sole proprietorship

This is an unincorporated business owned by one 

person who reports business profits on his or her 

individual tax return. It is not a legal entity. There’s 

no distinction between yourself and the business, so 

you’ll be on the hook for any of its debts. Your business 

defaults to a sole proprietorship if you don’t choose a 

business structure to register. 

Partnership

This is an unincorporated business owned by multiple 

owners who are either people or other businesses. 

Profits are divided among its owners and reported 

on their tax returns. It can be a good choice if you’re 

running the business with someone else. 

Limited liability company

This is a hybrid business structure that limits the 

personal liability of its owners — called members — like 

a corporation but allows the profits to be taxed on 

either a member level or the corporate level. An LLC is a 

good choice if you want your personal assets protected. 

S corporation

This incorporated business can have up to 100 

shareholders. Profits are taxed on the shareholders’ tax 

returns, and the shareholders have limited liability. 

C corporation

This can have an unlimited number of shareholders, 

which is better for larger businesses. Such C 

corporations are entities that are separate from their 

owners, so their profits are taxed at the corporate level. 

If a corporation pays out dividends, which come out of 

its after-tax income, its shareholders also must pay taxes 

on their proceeds. Shareholders have limited liability. 
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3  THE LEGAL STUFF

Registering your 
business

As a sole proprietor, you don’t need to register your 

business. But if you want to operate under a name 

that is different from your personal name, you have to 

register your enterprise as a DBA, or “doing business 

as,” with your state. 

If you form a partnership, an LLC or a corporation, 

you’ll need to register it with your state government. 

Check specific filing requirements for your state at the 

SBA website. 

Getting a business 
license and permits 

Do you have the right licenses and permits to run your 

business legally? This includes federal, state and local 

licenses and permits. 

For example, restaurants are required to get multiple 

state and local licenses by health authorities. A food 

truck business typically requires a business license, 

vehicle license and permits from the local health 

department. 

First, check with the SBA to see if your business will 

need a federal license or permit and then look up the 

guidelines in your state. For regional and local permits, 

reach out to your local chamber of commerce or 

government.    

author of “Small Business 

Survival Guide”

- Cliff Ennico

If you are engaged 
in an activity with 
the potential to hurt 
someone if it’s not done 
right, you probably 
require a license.”

‘‘

Does your business 
have an ID? 
An employer identification number, or EIN, is a nine-

digit number assigned by the IRS to your business for 

tax purposes. You’re required to apply for an EIN if 

you’ve formed a corporation, limited liability company or 

partnership. You can apply for an EIN on the IRS website. 
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4  SECURING FINANCING

A few lucky entrepreneurs may have the 

funds needed to get a business off the 

ground. For those who need financing, 

there are a few startup business loans 

available, although acquiring funds likely 

will be a challenge; lenders typically shy 

away from advancing money to new 

businesses that don’t have any earnings. 

Here are some sources. 

SBA loans and microloans

The SBA’s flagship 7(a) loan program provides up 

to $5 million; its average loan amount was about 

$375,000 in 2016. Approval is tough: Collateral is 

often required, which refers to an asset (such as real 

estate) that can be sold by a lender if you default on 

payments. 

You’ll also need to supply plenty of documents, 

including (but not limited to): a personal financial 

statement, personal and business tax returns for the 

past three years, a business lease, and loan application 

history. Expect the process to take at least a few 

months. 

Nonprofit microlenders offer microloans (of up to 

$50,000), which are geared toward helping borrowers 

in low-income or disadvantaged communities.

Friends and family

You can try borrowing money from those you know 

the best. Depending on the situation, you may want to 

offer to pay them back with interest or give them part 

ownership in the business. Whatever the plan, make 

sure they understand the risks of the business and put 

the agreement in writing. 

Credit cards

Many small-business owners use credit cards for 

funding. If your credit isn’t stellar, you might be limited 

to secured credit cards, which typically have higher 

fees than regular credit cards.

Credit cards are an accessible but expensive way 

to fund your startup. As long as you have decent 

personal credit, you can get approved for a credit 

card. High annual borrowing costs and various fees 

make it a risky option, however. 

Card issuers determine annual percentage rates based 

largely on your personal credit scores. Research has 

shown that small businesses that rely heavily on credit 

card financing typically fail.
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4  SECURING FINANCING

Personal loans

Approval for personal loans from a bank, credit union 

or online lender is based on your credit score. However, 

these loans typically have high costs, so mixing your 

business and personal finances may not the best move, 

because business failure can destroy your finances. 

Crowdfunding

You can raise funds via crowdfunding sites such as 

Kickstarter and Indiegogo. This typically works best 

for a business that offers a consumer product. Instead 

of paying back your donors, you give them gifts, 

which is why this type of financing is called rewards 

crowdfunding.

Grants

Grants from private foundations and government 

agencies are another way to raise funds to start your 

small business. They’re not always easy to get, but 

free capital might be worth the effort for some new 

enterprises. Check out business grants for veterans 

and women-owned businesses. 
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5  RESOURCES

Congrats!

You’re just about ready to launch your 

business. Before you do, here’s a checklist 

of each chapter covered in this guide.

CHAPTER 1 

Identifying an idea and name

 F Focus on your skills, experience and passion 

 F Consider if the business is aligned with your 

lifestyle and if you have the financial resources to 

get started 

 F Do your due diligence on the business idea; confirm 

there is enough demand for the product or service 

in your market

 F Come up with a name that’s short, memorable and 

easy to spell, and one that fits who you are and 

what your company is about

CHAPTER 2 

Business plan basics 

 F A business plan typically covers three to five years, 

detailing your goals and how you plan to achieve 

them 

 F It typically ranges from 15 to 25 pages

 F It contains sections such as an executive summary, 

objective statement and financial projections 

 F It may also include the results of your planning and 

research into choosing a location for your business 

 F Don’t forget to carefully proofread for errors and 

avoid being too optimistic with your projections

CHAPTER 3  

The legal stuff

 F You need to choose the right business structure, 

among a basic sole proprietorship, a partnership, 

a limited liability company and a corporation 

 F As a sole proprietor, you don’t need to register 

your business. But if you want to operate under a 

name that is different from your personal name, 

you have to register your enterprise as a DBA, or 

“doing business as,” with your state. 

 F If you form a partnership, corporation or an LLC, 

you’ll need to register the business with your state 

government

 F Check with federal, state and local governments 

to make sure you have the proper licenses and 

permits to run your business legally. And get an 

employer identification number — the EIN is a 

nine-digit number assigned by the IRS to your 

business for tax purposes. 

CHAPTER 4  

Securing financing

 F Securing startup business loans will be tough. 

But potential options include SBA loans and 

microloans, friends and family, credit cards, 

personal loans, crowdfunding and grants.

Follow SmallBizNerds on Twitter.


