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LESSON 1

What is funding and why do 
you need it? How do you get 
financing?
Managing your business’s finances can make or break your ambitions, especially in your 

first year of operation. Fortunately, with some basic budgeting knowledge, you can turn 

your dreams into a success story. In the first lesson of this series, we’ll explore how you can 

secure the cash you need to operate and grow your business.

Estimating Costs
The funding you need depends upon the type and size of business you operate. For 

example, retail businesses may need cash for periodic purchases such as bulk inventory, 

whereas a food truck owner will need to purchase supplies regularly and incrementally.

Another factor that affects how much funding you’ll need is the amount of cash you can 

supply for your business from assets like savings accounts, home equity, or other invest-

ments.

Understanding how much demand there is for your product or service can help you es-

timate your cash requirements. Being in high demand is good for your business, but you 

may need more money up front to meet these demands.

It’s also important to learn about your competitors. More competitors means you might 

have to spend more on marketing to get ahead. You may also see slower growth if there 

are many brands competing for your customer base.
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New business owners also need to estimate their startup costs. Startup costs include any-

thing that you need to begin selling your products or providing your services.

Next, think about the fixed and variable ongoing costs of running your business:

• Fixed costs are expenses that won’t change much in the long term, like monthly rent, 

payments on equipment or vehicles, and utilities.

• Variable costs can change depending on your operations. The most common variable 

costs you’ll encounter are raw materials and supplies.

https://www.zenbusiness.com/startup-costs/
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Ways to secure and manage funds
One of the most important tools in securing and managing your business’s cash is a busi-

ness bank account. To open a business bank account, the bank will require your Employer 

Identification Number, or EIN.
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Setting up an EIN and opening a business bank account with all the tools and features 

you need is easy with ZenBusiness. 

Speaking of banks, let’s talk about bank loans. Ironically, it’s when your business is just 

beginning — when you’re most in need of cash — that bank loans are hardest to attain.

Instead, most business owners invest their own capital, such as savings and other assets. 

You can also consider asking family and friends to invest in exchange for a stake in your 

business.

As far as traditional financing is concerned, government funding and small business 

grants are the most attainable for new business owners.

Federal, state, and local governments have programs that include low-interest loans, ven-

ture capital opportunities, and grants. You can check your grant eligibility at Grants.gov.

Another option is called a Small Business Administration microloan. The average micro-

loan amount is around $13,000. 

Last but not least, technology and social media have opened up new sources of financing 

for business owners. Here are some alternative sources of funding that might work for 

you:

• Crowdfunding platforms like Kickstarter, Indiegogo, GoFundMe, and Fundable allow 

you to seek monetary support as donations or in exchange for future products or 

services as business picks up.

https://www.zenbusiness.com/ein-number/
https://www.zenbusiness.com/business-bank-account/
https://www.zenbusiness.com/blog/microloan/
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• Try searching for special types of funding for certain demographics: Black business 

owners, female business owners, immigrants, first-time business owners, and other 

groups may be able to access cash intended for entrepreneurs with limited re-

sources.

• In rare instances, angel investors may be an option. Websites like AngelList and 

SeedInvest connect business owners in need of capital with investors looking for a 

stake in new projects. 

Your creativity and tenacity as a business owner will come in handy as you hunt for fi-

nancing opportunities. While you focus on the big picture, let us help with the rest. Visit 

ZenBusiness to see the many ways we serve hard-working business owners like you.

Now that you have a better understanding of business financing, let’s move on to the 

next lesson, where we’ll cover everything you need to know about budgeting.

https://www.zenbusiness.com/black-owned-business/
https://www.zenbusiness.com/black-owned-business/
https://www.zenbusiness.com/info/resources-for-women-in-business/
https://www.zenbusiness.com/
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LESSON 2

Budgeting Basics: Your Need-
to-Know Financial Terms 
Explained
No matter what kind of business you operate, there are some important terms that you’ll 

frequently encounter. In this lesson, we’ll help you understand what these terms mean and 

how they fit into your ongoing budgeting tasks.

Loans and Grants
First, we’ll define loans and grants. It’s important to know these terms so that you can 

seek the right type of funding for your business.

Business loans are typically provided by a bank and need to be repaid to the lender, with 

interest. For new business owners, lenders may require that you offer collateral to back 

your loan.

Business grants are very different from business loans. Grants are usually intended to 

incentivize local businesses. Grants do not need to be repaid.

https://www.zenbusiness.com/government-grants-small-businesses/
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Cost of Goods Sold (COGS)
To be successful, business owners need to understand their costs. One key cost analy-

sis concept is called cost of goods sold, or COGS. Your cost of goods sold tells you how 

much you spend to create your product, including the cost of materials and labor.

Cost of goods sold is determined by adding together the value of your starting inventory 

and any purchases you make over a period of time. Then, you’ll subtract the value of your 

ending inventory.

For example, if your business inventory at the beginning of the month is $3000, you pur-

chase $2000 of inventory during the month, and you have an ending inventory of $1000, 

your cost of goods sold is $4000. 

 

Knowing this number helps you make decisions, such as finding new vendors with better 

direct material prices.

Payables/Receivables and Gross/Net 
Revenue
Two more terms you’ll encounter as a business owner are payables and receivables:

• Payables include money you owe others. 

• Receivables include money owed to you, such as unpaid invoices you’ve sent to 

clients.

Next, you’ll need to be familiar with the differences between gross revenue and net reve-

nue:

• Gross revenue includes all the money that came in throughout the year.
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• Net revenue consists of your total earnings AFTER you subtract your cost of goods 

sold.

Break-Even Analysis
One of the most impactful budgeting concepts you’ll use is called a break-even analysis. 

A break-even analysis reveals the point at which your total costs and total revenue equal 

zero. Above this point, your business is profitable. Below it, your business is losing money.

Profit and Loss Statements
Business owners also need to understand profit and loss statements. This report tells you 

whether you’re operating with a net income or a net loss.

https://www.zenbusiness.com/blog/break-even/
https://www.zenbusiness.com/profit-and-loss-statement/
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Let’s take a look at a sample profit and loss statement:

Assets and Liabilities
Up next are assets and liabilities:

• Your business assets include anything that you own.

• Liabilities are debts that you owe. 

• The difference between these two is called working capital.

Balance Sheet
Finally, you’ll use many of these terms in one useful financial report called a balance 

sheet.

https://www.zenbusiness.com/balance-sheet/
https://www.zenbusiness.com/balance-sheet/
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A balance sheet includes three sections: assets, liabilities, and a portion called owner’s 

equity. Owner’s equity includes any capital you’ve invested and your net income. Any 

salary that you’ve paid yourself as the business owner is subtracted from owner’s equity.

Tallying up your assets, liabilities, and owner’s equity tells you the total equity of your 

business.

Here’s an example of a basic balance sheet:

As your business grows and thrives, all these terms and concepts will become second 

nature to you. While you focus on the big picture, let ZenBusiness handle the rest, such 

as business formation, compliance, and more. Don’t forget to check out the next lesson in 

our series, where you’ll learn all about business loans.

https://www.zenbusiness.com/
https://www.zenbusiness.com/legal-compliance/
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LESSON 3

An Intro to Business Loans
Sometimes, you need more cash on hand than you have in the bank. In this lesson, we’ll be 

discussing an introduction to business loans.

Why businesses seek out loans
We know, by definition, that a business loan is money obtained by a business from a 

financial institution for the purpose of operating said business. Simple enough, right?

Let’s start at the very beginning, though, and explore why a business would seek out a loan 

in the first place. Often, when a business is still getting started, it might not have the funds 

yet to make its next move. A lot of businesses need funding at start-up to help get the 

company up and running. For example, they might need to purchase new equipment or 

machinery.

Another reason a business would seek out a loan is for growth. If a company wants to 

grow, they could seek out funding to help them with that, too. Sometimes, a company 

might be ready to expand, but it doesn’t necessarily have the funding to do so. Or, the 

business owner doesn’t want to place the company in a less-than-ideal spot by utilizing all 

available resources. 

So, whether you’re scaling up by improving equipment, hiring more employees, or even 

opening up a second location, a business loan can help you cover those frontloaded costs 

so that you don’t have to burn through all of your existing funds. Think of your business 

savings the same way you would your personal savings. If you use all of your available 

cash, and you don’t have a safety net to fall back on, you can potentially find yourself in a 

pretty rough spot financially. A business loan can help prevent that from happening.

https://www.zenbusiness.com/first-time-business-loan/
http://www.zenbusiness.com/buy-assets-equipment/
http://www.zenbusiness.com/buy-assets-equipment/
https://www.zenbusiness.com/grow-your-business/
https://www.zenbusiness.com/grow-your-business/
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Securing a business loan: differences 
between private and SBA lenders
Now, let’s talk about the first steps you’re going to take to secure a business loan. First 

and foremost, research is your best friend when it comes to securing a business loan. Al-

though you obviously want to get a great rate, you first need to know about the different 

types of business loans that are available to you. 

Check out this chart showing some of the differences between private lenders and SBA 

lenders:

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.zenbusiness.com/small-business-government-loans/
https://www.zenbusiness.com/small-business-government-loans/
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It’s important to recognize the differences between private lenders and SBA lenders. 

Private lenders tend to offer a quicker application process and more flexible options. The 

downside here is that:

• Interest rates are generally higher.

• The loan is offered at a shorter term.

• These types of loans are unregulated. 

On the flip side, SBA lenders offer broader eligibility, capped interest rates, and various 

loan amounts. However:

• The process is generally slower.

• It’s more difficult to qualify for these types of loans.

• Collateral is typically required.

Types of SBA government loans
Here’s some information about the different types of government loans you can get as 

well:

SBA 7(a) loans:

• For existing businesses, not individuals looking to launch a new business

• Maximum loan amount is $5 million

• Can be used to buy land, buildings, inventory, raw materials, etc.

• Eligibility is largely extended to for-profit businesses unable to acquire funding else-

where 
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504/CDC loans:

• For existing businesses looking to expand

• For-profit businesses with net worth under $15 million and average less than $5 

million over two standard fiscal years are eligible to borrow between $5 million and 

$5.5 million

• Can only be used to buy or modernize real estate or acquire assets to make expan-

sion possible

• Usually include low down payments and fees that can be financed 

Microloans:

• Available to qualifying small businesses to get started and grow

• Typically capped at $50,000

• Can be used to purchase furniture, supplies, inventory, machinery, or as working 

capital

• Interest rates range between 8% and 13% and have a maximum repayment period of 

six years

Business loans: things to consider
When it comes to business loans, you need to do your homework. You need to decide 

which type of loan to apply for, and which type of financial institution you want to do 

business with. National banks may have better name recognition, but that doesn’t nec-

essarily mean that their rates are going to be better than a smaller institution, like your 

local credit union. Another option gaining popularity these days is working with an online 

bank, which generally has lower overhead when it comes to brick and mortar operating 

costs, and consequently might be able to offer more competitive rates as a result.

https://www.zenbusiness.com/blog/getbusinessloan/
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Another big consideration is your credit score. A good credit score is definitely something 

you’ll need, but you also have to provide a lot of documentation showing that your busi-

ness can take on the loan. 

That’s why it’s important to keep careful track of tax returns and bank statements, and 

have your business plan handy. You’re going to need them all to work with your lender. Re-

member, best bookkeeping practices will save you a lot of headaches not only during tax 

time, but also when applying for a business loan. We’ll go more into that during our next 

lesson, though.

If you have any questions about what you learned in this course, don’t hesitate to reach 

out to us. We’re always here to lend a hand however we can. And be sure to check out the 

next ZenBusiness Academy course on Bookkeeping and Payment. 

https://www.zenbusiness.com/info/a-guide-to-writing-your-first-business-plan/
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Glossary of Terms
Startup costs
Anything that you need to begin selling your products or providing your services.

Fixed costs
Expenses that won’t change much in the long term, like monthly rent, payments on 

equipment or vehicles, and utilities.

Variable costs
Costs that can change depending on your operations. The most common variable costs 

you’ll encounter are raw materials and supplies.

Business bank account
An account that enables business owners to keep company funds/transactions separate 

from personal transactions.

Employer identification number (EIN)
A unique nine-digit number assigned to business entities by the Internal Revenue Service 

for identification purposes. You’ll need an EIN to open a business bank account.

Business loans 
Funds that are typically provided by a bank and need to be repaid to the lender, with 

interest. For new business owners, lenders may require that you offer collateral to back 

your loan.

Business grants 
Typically provided by the government, business grants are funds provided to businesses 

in need. Grants are usually intended to incentivize local businesses and do not need to be 

repaid.
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Cost of goods sold (COGS)
Your cost of goods sold tells you how much you spend to create your product, including 

the cost of materials and labor. COGS is determined by adding together the value of your 

starting inventory and any purchases you make over a period of time. Then, you’ll sub-

tract the value of your ending inventory.

Payables
Money you owe others. 

Receivables
Money owed to you, such as unpaid invoices you’ve sent to clients.

Gross revenue
All the money that came into your business throughout the year.

Net revenue
Your total earnings AFTER you subtract your cost of goods sold.

Break-even analysis. 
A break-even analysis reveals the point at which your total costs and total revenue equal 

zero. Above this point, your business is profitable. Below it, your business is losing money.

Profit and loss statements
A profit and loss statement is a report that tells you whether you’re operating with a net 

income or a net loss.

Business assets
Anything that you own.
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Liabilities
Debts that you owe. 

Working capital
The difference between your business assets and liabilities.

Owner’s equity
Owner’s equity includes any capital you’ve invested and your net income.

Balance sheet
A report showing your business assets, liabilities, and owner’s equity. Tallying up your 

assets, liabilities, and owner’s equity tells you the total equity of your business.

Private lender
Any entity that loans money to individuals or businesses, but is not affiliated with a bank 

or credit union.

SBA lender
A lender that is certified through the Small Business Association to provide loans to busi-

nesses. These loans are typically backed by a federal guarantee. 

SBA 7(a) loan
An SBA loan program that provides funding for businesses with special requirements. 

(This is a great option for purchasing real estate for your business, securing short- and 

long-term working capital, and refinancing existing business debt.)

504/CDC loan
An SBA loan program that provides long-term, fixed rate funding for major expenses 

related to business growth and job promotion.
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Microloan
An SBA loan program that provides funding for startup companies, newly established 

businesses and growing small businesses.


