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What is a joint venture 
company??? 

A joint venture (JV) is a business arrangement in which 
two or more parties agree to pool their resources for 
the purpose of accomplishing a specific task. This 
task can be a new project or any other business 
activity. In a joint venture (JV), each of the 
participants is responsible for profits, losses and costs 
associated with it. However, the venture is its own 
entity, separate and apart from the participants' 
other business interests. 
 
 
 



Formation 
     A Joni Venture can be brought about in the 

following major ways: 

Foreign investor buying an interest in a local 
company 

Local firm acquiring an interest in an existing 
foreign firm 

Both the foreign and local entrepreneurs 
jointly forming a new enterprise 

Together with public capital and/or bank debt 

 



Features  

  Joint venture is a special partnership without a firm name. 
  Joint venture does not follow the accounting concept 'going 

concern'. 
  The members of joint venture are known as co-ventures. 
  Joint venture is a temporary business activity. 
 In joint venture, profits and losses are shared in agreed 

proportion. If there is no agreement regarding the distribution 
of profit, they will share profit equally. 

  Joint venture is an agreement for pulling of capital and 
business abilities to be employed in some profitable venture. 

  At the end of venture, all the assets are liquidated and 
liabilities are paid off if necessary the assets and liabilities 
could be shared by co-ventures. 

  Joint venture always follows cash basis of account 
 



Benefits 
 A joint venture can help your business grow faster, increase productivity 

and generate greater profits. A successful joint venture can offer: 
               i}access to new markets and distribution networks 
              ii} increased capacity 
             iii} sharing of risks and costs with a partner 
              iv} access to greater resources, including specialized staff, technology 

and finance 
 Joint ventures often enable growth without having to borrow funds or 

look for outside investors. You may be able to use your joint venture 
partner's customer database to market your product, or offer your 
partner's services and products to your existing customers. Joint venture 
partners also benefit from being able to join forces in purchasing, research 
and development. 

 A joint venture can also be very flexible. For example, a joint venture can 
have a limited life span and only cover part of what you do, thus limiting 
the commitment for both parties and the business' exposure. 

 Joint ventures are especially popular with businesses operating in 
different countries eg. the transport and travel industries. 
 



Risks  

Partnering with another business can be complex. It takes time 
and effort to build the right business relationship. Problems 
are likely to arise if: 

 the objectives of the venture are not totally clear and 
communicated to everyone involved 

 the partners have different objectives for the joint venture 
 there is an imbalance in levels of expertise, investment or 

assets brought into the venture by the different partners 
 different cultures and management styles result in poor 

integration and co-operation 
 the partners don't provide sufficient leadership and support in 

the early stages 
 



Conclusion  

Joint ventures may mean many things , 
depending upon the context we are using it in. 
but in a broader sense, a joint venture is the 
pooling of resources and expertise by two or 
more businesses, to achieve a particular goal. 
Success in a joint venture depends on 
thorough research and analysis of aims and 
objectives. This should be followed up with 
effective communication of the business plan 
to everyone involved. 
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