
Types of Partners 

A partnership firm can have different types of partners with 

different roles and liabilities. An understanding of these types is 

important for a clear understanding of their rights and 

responsibilities. These are described as follows: 

(i) Active partner: An active partner is one who 

contributes capital, participates in the management of the 

firm, shares its profits and losses, and is liable to an 

unlimited extent to the creditors of the firm. These 

partners take actual part in carrying out business of the 

firm on behalf of other partners.  

(ii) Sleeping or dormant partner: Partners who do not take 

part in the day to day activities of the business are called 

sleeping partners. A sleeping partner, however, 

contributes capital to the firm, shares its profits and 

losses, and has unlimited liability. 

(iii) Secret partner: A secret partner is one whose 

association with the firm is unknown to the general 

public. Other than this distinct feature, in all other 

aspects he is like the rest of the partners. He contributes 



to the capital of the firm, takes part in the management, 

shares its profits and losses, and has unlimited liability 

towards the creditors.  

(iv) Nominal partner: A nominal partner is one who allows 

the use of his/her name by a firm, but does not contribute 

to its capital. He/she does not take active part in 

managing the firm, does not share its profit or losses but 

is liable, like other partners, to the third parties, for the 

repayments of the firm’s debts. 

(v) Partner by estoppel: A person is considered a partner 

by estoppel if, through his/her own initiative, conduct or 

behaviour, he/she gives an impression to others that 

he/she is a partner of the firm. Such partners are held 

liable for the debts of the firm because in the eyes of the 

third party they are considered partners, even though 

they do not contribute capital or take part in its 

management. 


