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WUAT IS A JOINT VENTURF (J¥)7

A joint wventure ir *he mcdern husiness sense can best te
described {=lbeit, scmewhat as an over simplificati:n} as
a "sharing of a risk undertaken nhy two or mcre partners”.
It is an expression of a common or sharing of 2 common
interest by the parties nhaving certain characteristic: and
aspects which are key elements to the success {or failure)
of the joint venture association,

Relationéhips between partners

In my opinion, these are the impcriant relationships which
must exist between parties contemplating a JV association:

~ compatibility (cf partners);

~ common objectives and priorities;

- mutual respect and trust;

~ understanding of each cther's limitations.

T-ere may te cther aspects relating to partnership
qualities required in a JV. However, these listed above
are the basic reiationshirs which apply tc all JVs and
they are g0 basic that a lack of consideration for one or
more of these aspects can jeopardize the seccessf-i
outcome cf 2 JV sooner cr later - sometimes much sooner
than later.

The . ford Qictionary iefines compatibility as "the
capability of cc-existine or bteing true at the same time'.
Compz <ibility of partners has 1 wider meaning ir the context
of a JV, There must »e an overriding interest on all sides
to make the JV su. cessfil for the benefit of all parties
and not to create more 2dvantages for any one of the
parties thar. rcan reasonzbly Ye erpected. The business
adage of "being a good dcal for hoth sides™ applies
equally well for JVs az in general business transactions.

This relationship of corpatibility means in practice that
the aims, basic objectives and priorities of the parties
to the JV are fully understood, agreed on, decisions
thereaon communicate? adequatzly, and that a complete
congensusg of owinion exists amonpg the parties that the
plans approved for the implementation of the JV are
acceptable and worksable for zll concerned.

To achieve tnis unif rmity ~f thinking and approach, a lot
of explicit dialogie has to take pilace and a lot of clear
thinking (and talking) has to be done by all parties,

The setting of business pricrities, targets for rates of
growth and development, Jdefining +the parameters of the
“imiting factors of thc business and all such other fmnda-
mentals of operating a2 business enterprise should be

gspelled out i1n very clear and precise terms, and, preferabiy,
te fally 4 cumented for the subsequent preparation of the
blue-prints faor operating the business,
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After clearing the hurdies of *nes. busic ispucts of the
highest Aegree <f compatitility ~mong the pariiss and
with the mutu~l ciorifizztisrn of she commern ~tjrctives
;nd prioritiss, =srne ~spect of muiuzl raspect and trast
folls reatly irio place. If exoh of fthe rarties puss
himself in the situstion of ~+h&s} and locks 2t the
JV from the reint of ;o - other(s) then the 2lement
of mutusl Tespect tecoom r aprarsnt, The elemant
of mutuzl trus® is indeed rtal. Normally, on: dces
nct go intc denl with e with =ny serious reservations
on the trustworthiness e's ra2riners. Trust lewalops
betwern pzriics in ihs course of frequent contocts, rounds
of negotiztions, discussions on business denls, in
rersonal conduct and in busincs ("nd rrivate ) »thics.,

In generzi terms, th+ Brazilin rftrppr saneur his the sarme

standord 2f business cthics znd rr
American Furopean cournterpart,

there should Y: no nesd *+2 set
worthinses bennuse of nnticnulity

leh ol
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The JV is Acomsd o frilur: or, 2t
2 dismal rate of zucccess when ther
trust zmong the partizs,

No single partner trirgs 211 the
Zach gartner malk:s shis cwm direct
gucrgss of the buisiness deni. Simi
has his own limit~tiors which hzvv

1ccepted nnd n2llowen for in the
mzKing processcs of the p*r*nr“

are zauscd by ometionnl tenswiour
fast decisions re necded, lack vf
or whotever, they must ka Tagon In
ratszt and llowed for in the tull
for the JV. Psrfoction is ~lmest
sirgle partner; and, ayvwey, rorf

tnn exprnsive,

How tc develop the JV successfuliy

irciples as his Nortn
no morc no less, s¢

3ifferent standards of frusi-

or snvironmental background.
test, to creep ileng ut
is not sufficient

‘-

s lomonts of sweccess to oz JV.
contribution <o the
I+rly, ¢xch portner
te to rocogn:zed,
sociatiorn and tccision
whothcr those limitations

slow reaction

m-tericl copacities

to sccoun” Trom the

d-sr of he srrongements
imressikle to find in any

ention iz almost lwayvs

The JV can te Adcveloped ooienesaanfully in o numbur of

Thers is no surcfir- “mthco of d.weloping » good JV.
However, thero are cort.in ground rut.s which if fellowed
intelligentiy and assiduously can rooreow the risk of
fwilurce, “has re thes. main ral.oa?

I contopd they res

Know protty well
wiming for in the first gto
agscrintion e o growth, p

(and in scme depth) what you ire

e (s

5 yﬁirS) of JY
~t.ntisnl markst positicen,

S2Yy

teehnclogy trasfer "nd "peonl:™ de° lopment, If
anyone hello pou thnt 5 yenprs wpe 1ot oan adoquate
plznning time frame, then he is out of touch with
Broziii-n renlitios - fne B 2111 szenc changes so
guickly in its presont stﬁan of 1ncustri¢1 JcVelopment




that good p’ 2lis s&ir ©nly te developed irn detail with a
reasonabie dzgree 2f confidence for the medium ‘erm,
Cf course, a lcng rangechjective should re defired and

kept in view but short ard mediam rarge plans are thre
key factsrs for develorment ir the first stage.

-- Make sure thet ths other partners understand what
their contributions 2re <0 *he successful impiementation
of these rians. The orjective isthry each of the
partners makes a contributicr tc the JV and therefcrs, the
major roie of each pzriner should tre clearly spelled out
and understocd »y the ra2riner ccncerned.

- Engege competent prcfessicral advisers {lawvers,
accountants, censultanis) i1o stzrt you ~ff on the rignt
foot. The time tc contract gnod professional advice is
at the bteginring of th: JV - not vhen vou are in treble.
The cost of such advic: might te con-idered nigh at the

initial stages of 2 J7V associatiszn >ut, velieve me, it

B

may turn out *c bz low,

— Build in a gnod centingency factor in%to your plans;
deing "visiness in Brazil is net ecsy, as 2nyons familiar
with its legislation and ™isincss nconditions can tell
you. So te practical, znd »uilid into your plans a
reasonarle factor, =ither for %he time and/or finarcial
aspects of your impler.-*ition schedule. You might be
surprised and fird - r:elf ahcad of schedule Put chances
are you won't, so recognise it and previde fer 2
reas~ratle contingerncy fact~r in veur rlanning stages.,

B

In this way, the mezsurement of inc
stages of the J7 2nd tne partners' -
attitudes to the JV will te rased on
estimated 2ttz2inment.

JVs with national of foreign partners

The JV can te entirely -~o+-0sed of national partners or
consist of ecnly foreigr rartners or 2 zombinaticn of beth
naticnal ard foreign partners.

JVs among naticﬁgi partners are resoming mere frequent in
the ever increacing competitive environment. The rapid
growth of *he Brazilizar industrial jcere in the last two
decades has made these companics Yzcome more avare of the
rigours of a coempetitive zociety. Gone are the days when
company could make wajor mistakes and rot suffer con-
sequenses sericus cnough o threaten its wxistence.

The expansion nf lacal manufacur=s and the introduction of
import substitution rnlicica has made th: local cntre-
prernenr quite villing %~ enter intn a JV with another
Brazilian partner, Theze agseniatinng wre often quite
informal in thaeir relationshifz and hecnuse of their wide
flexikility ~f appincch to decision making these companies
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can take guick advantzege of <h: fast chan g ng cenditicns in
S

their tusiness sectior, Tracilizn tusines ernditicons can
change radiczily over 2 relatively shori ceriod and those
companies which ars z2lert %o the r.ssibilitics of change and
act accordingly rormaly ru2r the early benefits. The
necessary ingrediants mentionzd for relationships 42 JV's
are aiso 2pplicarlc tc these partises, Somstim.ls governmen—

T £V
tal agency {state or federal) involvement ~an 2o p=rt of
the JV where it is in za- raticnal intcresis *o st

lceal industry.

My telief is that we shall sce over the rest of this century
a substantial rumber of JVs btetweer national compzaries and
even take—overs. The :ccromizs of scale to be enjoyed in
larger undertakings, the competitive climat, the gradual
disappearance of the familv-rur busin<ss substitut=d by
pr-fessionzl managers,will =211 rlay ~ rcle in bringing atout
large business units which ir turn imply JVs or take-overs
of existing tusinasses.

The attitudes necesszry for foreienm partners in o IV
association in Brazil arc exnatly the same =s the attitudes
for Brazilian partners, perhsps mors so, os they arc

guests in the cauntry.

JVs among forsigr partners only, withouzti nn

participatisn, do c¢xis? in Brazil and can bhe gquite
successful. Thesc associztions have develored mainly

out of investment of tachrnlcgy considerttions and have
their origins outsid: 3r2zil. The pariners of these JVs
have thair cwn rulss and internzl code of behnviour. The
ones I know, are, without eryoortion, well-run companics and
scrupulously fair in their tusiness dezlings inside Brazil
and as such can te rited ~s good arnterprisces, 2nd therefore,
are welcomed ty the aut! rities,

The JV association batweon national and foreilgn partnors
appears tc he the most suitzble form of {areign investment
in the present Brazilian cccnomic climate, and also for
the foresceatle future. Government standards for pre-
ferrcd typos of fercign invistments show tha' +th: JV is
number one among thesce Th- standardeinecluds:

- Advanced technology whichk can b permanently transferrced
to the JV 2t ~ modernte sty
- A contrinmution in cquity capital, in cash or in machincry;
- Jcb opportuniticg crezt 4 by toe investment;
- Export potential {of m jor significancs ir the prescnt
reonomic modal);
Import-subsitution (r~jcr yardstick);
- Regional investments irn special aroas outside the main
cities,

The presence of thase fretors ir the JV will certainly
help the association €0 abtain government backing 2nd
approval,
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The natisral partncr »ill have 1o become fumiliar with the
"rulos of the game" fcllowed By his foreign rartner,

Thest "rules" arc numereus and most of them z2rs fully
undestood by the loc2l greour and 2re taken into con-
sideration without toc much difficulty. One of the few
rules that creates some a2nnoyance (3nd bad fceling at times)
to the Brazili»= partner(s) i~ tie lack of understarding

by the foreign partncr ¢f the Brazilian entcrpreneurial
spirit.

Brazil is one of the relatively few major wcstern countries
still left with an eutreprencurial society (which, alas,
might well be weakened by threatered new taxation directives
on capital gains and irharitances) 2nd therefore the

need for rapid d:cisicns on majicr matters is often required.
Thz overseas group however requives director's and executive
group decisions to epprCV“ Brazilian plans of z2ciion and

by the very nature of the'r .rganizations those groups

requ re time i5 analyse, Aiscuss and appreve such plans -~

to the frustation of ubpl Brazilinarn partners. Friction
may also arise when tac nationzl group advocates 2 cocurse

of action tased cn its intimate knowledge of the local
scene, which action cannct he fully urnderstoed by tre
foreign partner who thersfors mar T2 -dlucinet to fellow
suit. This type of situntion is where the trust built

inte the asssciatior is going to prove its~lf - or otherwise.

The growth of now foreign investments through the JV roaute
receives all tyres of governmertal support 1t beth faderal
and -tate levels. Az 2 geneval *onuld ration, itk
government telirres “ihit the rolce of foreign investment is
geen 28 complementary to rathsr than competitive with
national capit2l ané that it should normally take the

form of JVs leading 4o an 2ffective transfer of technology".

Ex-presidont Geisel summed up his approach to foroign
companies as fnliows: They ar. “suhj:cf to pre-established
rulcs 2nd critoriz and s long 1s they remain compatible with
the highsst national interests, forelgn cormpanies, «ven
those of a transnational charactor, have their pl2ce in
Brazil's indus rinl modcl, and the government rocognises
their outstanding rolo &5 vrhiclos for bringing in foreign
capital, transfoerring u.PHnolog1r11 capzeity and incoer-
porating management capacity into Brazil's business sector
18 well ~as expanding and diversifying th: covntry's

rang: of exporis”.

The JV agsociatisn cither betwoeon naticonal companics on
their o:n or as 2 combination of national =2nd fereign
capital car be a perfectly viabl.: golution in the current
Brizilian husincss environmert provided that thes. tasic
points re fully mndestood and actod upon by the partics
inrolved.







