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BUSINESS GUIDE:
DISTRIBUTION CHANNELS IN MEXICO

JOINT VENTURES

A joint venture is an independent business formed through the cooperation of two
or more parent firms. It is a distinct corporate entity, separate from its parents.
Therefore, it requires an administrative structure as well as relatively complex
arrangements for sharing decisions between partners in Canada and Mexico. Joint
ventures tend to force specific commitments from the partners. Therefore, they
are appropriate mainly for ventures that are expected to have a relatively long
lifetime.

The advantage of joint ventures is that they give the Canadian company
immediate access to an established market. They can also be very responsive to
customer needs, since products can be more readily adapted close to the source.
Joint ventures also make it possible to use low-cost Mexican value added, while
maintaining the technological advantages of the Canadian-made components.

The main disadvantage of this form of partnership is that it takes a great deal of
time and resources to manage. The partners must synchronize their business
styles to some extent, and develop effective communication links. Another
potential problem is the need to protect intellectual property.

A joint venture can require a year or more to set up. It is not only a matter of
matching Canadian technology with the Mexican need, but also reconciling
corporate cultures. Canadians who have succeeded at this task invariably say it
took longer than they expected.




