
 

LESSON #2 : PARTNERSHIPS  

ADVANTAGES  
☐  

 
No formal documents to start. 

☐ Like a sole proprietorship, a partnership 
can be formed as an organization without 
legal documents or formalities.  
This is a strong reason for forming a 
partnership, because as an author you 
don’t want to be encumbered with the 
running of a business such as legal 
documents. 
 

for Written agreements are recommended, but 

they are not required. In fact, there are no formal 
document requirements to be prepared as in the 
case of joint stock companies or corporations. A 
simple handshake will do. However, a written 
agreement might be desirable for the protection 
of the writer. 

 An agreement which may be oral or 
written is sufficient to enter into a 
partnership form. Nor is registration of a 
partnership compulsory. 
Again, this is desirable because you want 
to eliminate as much hassle as you 
possibly can. 

☐ Partners share management load and costs. It 
lessens the load that you have to carry. 

☐ Having partners increases the available 
resources for the business and lends 
itself to a more extensive business. Being 
able to share the day to day 
responsibilities and costs is a tremendous 
advantage. 

☐ Shared liability – equal and unlimited liability 
that is shared is with all partners. Liability can be 
a heavy burden on one person, but when spread 
among partners that burden is easier to bare. It is 
an attractive advantage to someone trying to 
avoid liability. 

☐ Decisions by consensus – This enables 
a faster and higher quality of decisions. 
Because you are all working for a 
common goal, your focus is on that goal 
and, ideally, you will be able to arrive at a 
consensus quickly. 

 Secrecy. You are not subject to audits and other 
public reporting requirements that corporations 
have to deal with. If you are dealing with trade 
secrets and such, you might find this attractive. 
An author, however, is unlikely to need this 
advantage. 

 Reward and Risk. Some people are 
willing to take the risks involved because 
with the great risk comes great reward. 
The greater you work, the greater the 
reward and the greater the risk often 
brings greater reward. 
Of all the types of business, this one has 
the greatest risk and reward. 



☐ Modifying is very easy. Which can mean a great 
deal to you if you are faced with circumstances 
that require more flexibility on your part. Not 
something an author would necessarily run into 
in the future, but it is good to know. 

☐ Easy termination. With no contract or 
written agreement you can basically just 
walk away. If you have a written 
agreement, it may involve more work, 
depending on what’s in the agreement. 
But it is still easy. 

    

DISADVANTAGES 
☐ Dilution of Control ☐ Potential Conflict – Be careful whom 

you select as a partner. Conflicts, such as 
disagreements, can easily occur and 
disrupt the harmony that a partnership 
thrives on. 

 Lack of Public Trust. This is not a factor for an 
author, but it can be very big for someone who 
wants to attract outside funds, etc. 

 Membership limits. Depending on the 
country and, in the United States, on the 
state, there may be limits as to how many 
partners you can have. 

☐ Increased risk and liability. This is particularly 
evident if a person retires from a partnership or 
quits. This can easily happen, thus bringing an 
increased burden on the remaining partners. A 
burden that could undermine the business. 

☐ And if you retire from the partnership, 
there could still be risk. 
For example, if after you retire someone 
sues the partnership for some act or 
decision made while you were a partner, 
you could still be liable. 

 Restrictions on Transfer of Interest. This means 
that a partner cannot suddenly transfer his/her 
interest to a third party. Consent from the rest of 
the partners must be granted. For investors, this 
restricts the liquidity of his investment. 

 The need for more capital may require 
adding more partners 

☐ Partnerships are the least durable of all the types. 
They can come to a sudden end for a variety of 
reasons, including death, insanity, or insolvency 
of a partner.  

☐ A single partner can decide to dissolve a 
partnership. And, of course, a court 
order can dissolve a partnership. 

 Why I don’t recommend a partnership  There are several reasons why I rejected 
the idea for myself and why I remain 
skeptical of partnerships. 

 These are: 

• An author doesn’t normally need a 
partner unless it is for financial reasons. 
But you should still be very careful who 
you partner with. 

 • Writers tend to be independent 

• The risk is too great. 

 


