JOINT VENTURE CONTRACTS - FRIEND OR FOE?
JOINT VENTURES (or JVs) are one of the best ways to go into a business enterprise, especially when investing in a foreign country where the investor does not have a business network. Very often, however, factors — such as host government policy — may render joint venturing the only means by which an investor can do business in a developing economy. The rewards are tempting, but the risks will have to be managed. 

     As the JV Contract is often the only document governing the relationship between two business partners, protecting the pioneers and preventing future disputes, it would be wise to treat it with great care. 

Our Rating System for Investors 
     Throughout this article we provide you with our personal ratings, based on how important we think these considerations are: as such we should not be compromised. We hope these pointers, which downplay the negligible and champion the important aspects, will be helpful to you in your strategy to improve your bargaining power: 

* Basic requirement which most investors think of 
** Standard requirement by law, or for most business purposes 
*** Worth more than a cursory clause 
**** Matter of some importance 
***** Of crucial importance 

Checklist of provisions 

 ***** Parties  — Know you friends! 

     While it may seem very legalistic and pessimistic to regard a potential business associate as "the other guy", it is always wise to make a thorough check on the background of co-adventurers — the people who can be trusted, the people of reputable standing, those with the right business and other connections. 

 ** Purpose of joint venture — What are we up to? 

     The kind of business and type of business activity should be stated clearly so that each party knows its reasons for being in the venture: this usually being to set up and operate a business entity. The scope of activities may be enlarged later by further agreement, but it would be advisable to insert expected minimum production and marketing targets, with a timetable for achieving production and marketing targets. 

 * Business Entity — What shall we name the baby? 

     The next decision is that of the method of setting up the business entity through which the joint venture business is to be carried out — whether it shall be a partnership firm, a corporation or a company — and the implications of the choice made. The writers here would like to caution that in this instance "a rose by any name would not smell as sweet" (with apologies to William Shakespeare). Experience has also shown that when it comes to choosing a business name, it may be necessary to consult the local party regarding the implications of the choice of name for the business, to ensure that local sensitivities are not affected. 

     Attention has to be paid to the name and objects of the joint venture company as stated in the constitution and articles. Bear in mind that different countries have different legal terminology and varying technical terms. The constitution and articles should not be inconsistent with the joint venture contract. To add to the confusion, just as we have many countries in the world and many peoples of every race, creed and color, so also do we have many countries with an abundance of names for their incorporating documents? You may wonder why they don't just call a spade a spade. In legal language, we have Memorandum of Association and Articles of Association in Singapore, Deed of Memorandum and Articles of Association in Indonesia, Company Charter in Vietnam — and on top of all that, we have Articles of Association in Canada — and each term may not mean the same thing. 

 * Ownership in the Business Entity — the War of the Roses: the continuing saga... 
     If the business is going to be a partnership, the proportion of shares in the firm has to be worked out. On the other hand, if the business is to be a company, the proportion of shareholdings has to be dealt with. 

     Some countries have laws which provide for a shareholding structure where a division of shares in the joint venture company can be conveniently sorted out, and usually shares are issued in accordance with the amount of capital contribution that will be invested by the parties concerned. In such a situation, this usually also determines the voting power. Nonetheless, in some countries — for example in  those where the concept of owning any private property is alien — there is no share structure and no means by which ownership in the business entity can be determined; however, with the iron curtain lifting before our very eyes, this is gradually becoming an obscure consideration. Some other countries have associations such as proprietary companies and linked companies. And of course, we must not forget "lock-in agreements", where the key was lost in another era, in another galaxy, far far away.... 
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