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Introduction 
Many business startups begin as partnerships for various reasons. Sometimes it is 

more than one person that has the idea, the skills, the market knowledge, the 

capital or some combination of these and so they decide to go into business 

together. 

There is nothing inherently bad or wrong about going into a business with another 

person although you do hear a huge number of horror stories about partnerships 

that go bad and end up bringing businesses down or at least causing a lot of 

heartache and grief for the parties involved. 

The good news is that nearly all of the problems and issues that are being 

referred to are avoidable. The key way to avoid them is to have several 

discussions before starting the business about the partnership and then put 

everything discussed in writing, including how any disputes will be resolved. 

Just by taking that simple step, the vast majority of problems can be avoided. 

Beyond that, by discussing ahead of time the issues likely to come up, and 

prequalifying the people you plan to work with, you can minimize the problems 

you will have that are partner related. 

The reality is that business can often be challenging enough without also having 

to deal with a troublesome partnership. Therefore, to give the business the very 

best chance of succeeding, you want to start with a very solid and well 

established partnership foundation. This guide will show you how to get there. 

 

Note- This guide is not and does not pretend to be legal advice. Lawyers can help 

you create a partnership agreement. In my opinion, that part is easy and 

relatively trivial when compared to the process of finding the right partners and 

coming to a firm understanding of how the partnership will work. That is what our 

guide is about.  
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Small Business Partnership 
Discussion Guide 

A business partnership is a serious matter. There shouldn't be any topics left to 

chance or that are too uncomfortable to talk about. 

Print it out from here (it is on the next page) and have a copy to each person in 

the group. 

First, go through the questions and make sure you know your own answers, and 

make notes about any more details or items you want to add or clarify that may 

fit your own situation better. 

Then, gather together and go through the question topics and make sure you can 

all come to agreement on the issues it sets out. If you can, excellent- you are 

ready to move forward. 

If not, then you have some more work to do, or more interviewing. 

Either way, these are things you need to know now, before you go any further in 

your planning or business startup activities. Now- talk amongst yourselves! 
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CapForge.com Business Partnership Discussion List 
 
1. How much capital do you have to contribute to the partnership 

2. How much time do you plan to contribute to the partnership: 

During the planning phase 

Once the business has actually started 

3. How much income do you need from the business 

4. How soon do you need to start pulling income out 

5. Where do you see the business going over: 

The next 6 months 

The next one year 

Five years out 

6. What role do you see each person taking on 

7. What role do you not want to take on 

8. How do you feel about working late nights/weekends/over time if needed 

9. How do you think disagreements should be decided 

10. What should be done if one partner feels the other(s) aren't contributing what they 

pledged to contribute 

11. What expenses should partners be able to charge to the business (limits?) 

12. Are there any major life changes happening or planned that the other partners should 

be aware of (marriage, divorce, having children, major expenses, legal issues) 

13. Is there anything you can think of that would cause you to have to or need to back out 

of the partnership 

14. Is there any reason you wouldn't agree to sign and be bound by a legal partnership 

agreement covering the above issues plus a buyout clause and other partnership legalities 

15. Is there anything else that should be discussed regarding this partnership prior to 

committing to work together 
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Evaluating the Intangibles in 
Your Potential Partner 

Having a partner can be the best thing in the world, or the worst. 

To avoid lots of potential partner problems, you definitely want to have a 

partnership agreement, in writing, before you start your business. 

That is not the end of making your partnership work, however. Whether you know 

your partner well or have only just met, you want to get together enough times 

to make sure you understand each other's strengths and weaknesses, and you 

see how the other one handles stress, complications and setbacks, which will be a 

large part of what running your business will be all about. 

Here are some basic, but very important discussion topics and tests you can do to 

see how your partner handles them, and how you handle them handling the 

tests: 

   1. Invite your partner out to eat. Set an exact time. See if they are early, on 

time, or late. If they are late, do they call to let you know? 

   2. Step out and while you are out, ask the waitress to bring the wrong drink, or 

wrong salad. You may have to tip a little bigger for this. See how your partner 

reacts- is it no big deal, a minor irritation, or do they blow up? Are they still 

talking about it an hour later? 

   3. During the meal, plan to discuss the business. Ask them about their ideas on 

marketing, pricing or something else. Challenge their responses. Are they staying 

calm and presenting their position logically, or are they getting upset and 

defensive? 

   4. Discuss your plans for how much money you each will take out of the 

business, and how much time you will devote to it. Discuss what should happen if 

any partner fails to hold up their end of the bargain. 
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   5. Discuss where you see the business ending up? Is this a path to something 

else, is it just a way to pay the bills, or is it going to grow into something much 

larger? 

   6. Discuss personal future plans. Is anyone likely to move, get married, have 

kids or facing a divorce or elder care responsibilities in the near future? How will 

any of these situations be handled? 

   7. Don't offer to pay, or say you forgot your wallet. How do they handle it? Are 

they annoyed by your lack of responsibility, or were they planning to stick you 

with the bill? How do they react when you find your wallet again? 

   8. If you haven't before, visit your partner's homes. How they live and how 

organized they are at home will tell you a lot about how neat their desk will be, 

and how organized you can expect them to be in their work. 

   9. Suggest that each partner take the free Myer's Briggs personality test, and 

then compare answers. A frank discussion about basic types and communication 

styles can go a long way toward better work relationships. 

  10. Discuss how you plan to handle disagreements about business issues 

between partners. Having a conflict resolution plan in place, that everyone agrees 

to use, will help settle arguments quickly before they become overwhelming. 

Some of this may seem unnecessary, or like overkill, but if you don't or can't get 

to know your partner(s) before you put real cash and real risks on the line in 

working together, the chances of things not working out go up dramatically. 

Don't become one of the statistics as a partnership that failed. Take the time to 

make it work before you start the business, and become successful without the 

hassles and headaches of a broken partnership. 
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Top 10 Mistakes in Forming 
Partnerships and How to Avoid 

Them 
Forming a partnership with one or more people to go into business is easy and 

quick. 

Undoing that partnership can become a financial and emotional nightmare that 

takes years. Before you commit yourself to your partners and the business, make 

sure you aren't making any of these ten mistakes: 

1. Not having a written, signed partnership agreement. 

This is the number one worst mistake to make. By sitting down and going over a 

written partnership agreement, many issues that could have been quickly 

resolved in a friendly way turn into ugly battles later. And, by having it in writing, 

many issues that do come up later can be resolved easily and without question. 

2. Not having any bailout clauses. 

There has to be an easy way for a partner to leave that is fair to everyone and 

which each partner has agreed to ahead of time. Eventually someone will want to 

leave, and if this isn't worked out ahead of time, it can cause years of hard work 

and financial investment to go up in smoke, and everyone loses. 

3. Not putting your money in together, at the same time. 

A time needs to be set, and everyone who is participating has to have their 

money in, or the deal is off. Partners who try to come in late, or with less than 

promised, are only going to cause more problems down the road. There should be 

no wavering on this requirement. 

4. Not using a corporate or LLC structure. 

A general partnership means each partner is financially liable for the actions of all 
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the other partners. This can be dangerous if one of the partners makes a poor 

decision. By using a corporation or LLC, the liability is limited to what is invested 

in the business. 

5. Not predetermining who will contribute what specifically. 

If people don't pre-commit to working a certain number of hours or contributing a 

certain amount of work product or service to the group, then others can become 

resentful and feel like the burden isn't being shared. Plan ahead for what each will 

contribute, and make it part of a the written agreement as an addendum. 

6. Not taking the time to plan the business out. 

Make sure everyone knows what the short and long term goals are, what the 

capital will be spent on, when employees will be brought in, and any other 

business planning issues which could result in conflict. 

7. Not getting to know the other partners as people and under 

different circumstances. 

Make sure you have checked your partners for the intangibles we mentioned 

earlier.   

8. Not holding fast to the requirements originally determined. 

All the rest goes out the window if you start letting people slide on what they 

have agreed to in writing, verbally or both. For a partnership to work, everyone 

must do what they have promised and be held accountable if they don't. 

9. Not accounting for split votes. 

Having a two person partnership where the partners disagree needs a way to be 

fairly resolved that leaves both parties feeling OK with what happened. The same 

goes for any even number group of people with equal voting shares. Make sure 

you decide the procedure for this ahead of time. 

10. Not determining roles by strengths but by finances or other 

measures. 
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Deciding who gets what vote based on who put in how much capital is not always 

the best route to go- sometimes the one with the money isn't the best business 

person. Make sure roles and responsibilities are divided according to who is best 

suited for them, not to satisfy an ego or in proportion with capital if you want the 

business to have the best chance of success. 

Take these suggestions to heart, and show them to your partners. If everyone is 

willing to put them into practice, the partnership has a much better chance of 

starting right and staying strong so you can concentrate on the business, not 

fighting with each other. 
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How to Have Your Spouse as 
Your Business Partner 

(Warning- Not for the Faint of 
Heart!) 

A good business partner is hard to find. A good business partner who you are also 

married to is even more so. 

In fact, by one estimate, only 5% of business partners who are also married can 

actually make it work over the long haul. Those are not very good odds, 

obviously. 

For starters, you might want to check out this book: "Entrepreneurial Couples: 

Making It Work at Work and at Home." 

The book offers guidelines on keeping a separation between work life and home 

life, and ways to diffuse arguments and make decisions that leave both people 

feeling OK. It also offers tips on working out schedules and making time for 

having a life outside of the demands on working together and living together. 

Among other ideas, it suggests having no work weekends and going on real dates 

together. 

Here are some additional recommendations for making it work: 

• Plan to go into business together. Don't do it because someone else dropped 

out, or you can't afford anyone else to help. 

• There aren't any set roles- don't let gender be an automatic delegater of 

work or home jobs. 

• Recognize that things will get personal at work. It's impossible for them not 

to- you know each other too well. Plan ahead to be on the lookout for this, 

and work out ways to back things down without anyone getting hurt. 
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• Keep a separation between work and home. Make plenty of time for non 

work activities, and for the rest of the family. 

• Realize you are going to be competitive at work, and that while it is going to 

happen, you need to set boundaries and also realize there is a time to leave 

it behind- when you go home. 

• Find a counselor or a coach. You need an independent third party who can 

help you keep focused on what's important and help mediate the issues that 

arise that you can't work out yourselves, or issues you don't want to bring 

up but know you should. 

• Be aware the business will always try and take more than its fair share. 

Fight the urge to be all business all the time. 

While trying this arrangement out generally isn't the best bet, if you do decide to 

go down this road, try to follow the above suggestions to have the best shot at 

making the partnership survive and thrive at work and at home. 
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Resources 
If you need help with your business bookkeeping give us a call or email us for a 

quote. Go to capforge.com or call us at 858-633-3573 

 

If you are looking for more great free business resources, go to 

capforge.com/free 

 

If you want to learn more about starting or running a small business, check out 

our Entrepreneur Talk Podcast 

 

For more great small business and entrepreneur topic articles, check out our blog 

posts at capforge.com/blog 

 


