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Understanding Joint Venture
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The Historical Background and Its
Evolvement, Public Works Tender in Taiwan
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There were days construction resource scarce and the
companies small and weak in Taiwan; the government
decreed that “design” should be separated from “construc-
tion”, “civil” from “electrical/mechanical”, for local public
works tenders. Build according to the drawing provided by
the consultants through the owner was the norm, and the
contractors welcome the owners to supply bulk material like

cement and rebar to relieve financial overburden.
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Public works then become sizable and sophisticated,
concerned authorities busy to untie knotty regulations

to balance development initiated by government have to
revise the tenders for extended premise, varied evaluation

modes and risk sharing schemes to smooth projects execution
in a society presumed to build Tower of Babel. So, only in
recent decades the tender laws are changed for more options
such as joint tendering (by different business line, or the same
line), turnkey, BOT, or various kind of PPP.
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However, a mistrustful public, preoccupied with the
populist idea that the lowest tender should win, will not be
happy to see anyone awarded the contract through evaluation
process stray from the conventional way. As long as there
would be witch hunts following misses in public works, the
officials will become hesitate to try new ideas, including to
import advanced technologies from the international firms
for foreign-local venture. It’s the reason why the change in
government procurement law and public work management
system is slow.
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According to the procurement laws in Taiwan, the Joint
Venture means the Joint Tendering by suppliers (or contrac-
tors) of the same line of business or those of the different
line. While it remains ordinary commercial decisions for
international firms, the authorities in Taiwan are careful and
only to allow joint tendering before he’s sure there won’t be
any concerted action taking place in the industry. Usually the
tenderers are requested to sign a Joint Tendering Agreement

with a given form to reaffirm the authorities that they will be
abide by the laws.
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The given clauses in the Joint Tendering Agreement
direct the tenderers to fill in their qualification, scope of
undertakings and proportionate share in the project, which,
the owners considered as fundamental. Anything that
the tenderers wish to explain for their approach will be
regarded as deviation and the tender rejected. Questions
made to the Owner at or post the tender will be answered
with interpretation in conformity with the “Procurement
Law” and the” Contract” (between the Owner and the JV).
Such a practice suggest that the Joint Venture have to assess
all the risks implied in the future during performance within
short tender period. Also, it is noted that the decimation of
interfaces and uncertainties between the partners means the
Joint Venture always will have more problems in execution

compared to the traditional contracts administered by the
Engineer or the Owner themselves.
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Usually, projects eligible to allow the Joint Tendering
must be big and complicated, and by nature tend to have
more problems. People may have impression that Joint
Venture will bring in more problem is not true, there may
be correlation but not causational. So, it’s not necessary for

the owner and the contractors to avoid JV. Two categories
of problems are often seen in a Joint Venture:
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(1) companies of different systems and ideas have to work

out a grand project, and the problems of efficiency
loss emerged and must be managed.

(2) TEARG TSP S84 2E - 85169 " Joint
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(2) the project, the market or the members themselves
change, the result can be that one or several of the

Joint Venture member(s) won’t bear the consequence
stemmed from the risks appeared.
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The legal status of Joint Venture is mentioned in clause
667 to 699, Civil Code. But in Taiwan, Joint Venture is per-
mitted to exist on temporary basis. For construction industry
the effort to register it as a new company has no meaning as
license to do construction work is difficult to apply without
any completion records. The contractual requirement to ac-
cept Several and Joint liability toward the owner despite how
small scope of undertaking will be will haunt the members

for participation. The same reason for the minor partner that
it has to clear carefully the responsibility in the Joint Venture
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for big project: contract, tax, asset, employment, bank
account, license, intellectual property right etc., particularly
for people accustomed to conventional single responsibility
contract.
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The Benefits Brought by Allowing JV
Formation in the Tender
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If the owner accepts companies of the same or differ-
ent business lines to form Joint Venture for tendering and
contracting, work load and cost for interfaces coordination
can be relieved. The liberty to allow companies to select
partners further lower down the possibility that one of them
may not perform the works as people know each other
will form a team now. Sometimes international companies
complain to the owners that in order to include local
partners for technology transfer they need to manage the in-
efficiency arising out of Sisyphus communication, it can be
convincing that the owner will listen and consider also to
save additional travail required for Joint Venture tendering
so as to omit the policy to allow foreign-local Joint venture
in the tender. Regrettably it will hurt the opportunity that an
industry will undergo a metamorphosis.
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Joint Venture can be an effective regime to supervise
foreign and local cooperation allowing the owner to moni-

tor the progress and understand whether or not the natives
will be trained properly conforming to the government
policy budded in the tender stage. Mechanism that combine
severe penalty and the outcome will be useful; but flex-
ibility shall be given to help the Joint Venture to solve the
problem when it’s proven that they’re sincere to advance
the technology transfer.
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It will be useful to explore the structure and operation
styles of a Joint Venture for the benefit they may have
brought to public works; and it will be more evident to
know the reasons why companies want to join the team as
a member for various reasons. For Joint Venture allowing
contractors from different business line to tender, the liberty
for companies to select partners will be advantageous to

the owner to avoid efficiency loss and unnecessary dispute;
meaning tremendous price down.
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For Joint Venture consist of contractors from the same

(I

business line, many owners become meticulous thinking
of reducing of the number of qualified tenderers if some of
them permitted to group together. But it’s not a justifiable
decision because many of the companies prefer to: share
both the capital and risk with others, learn from partners
to improve their technical and managerial skill, know dif-
ferent vendors/subcontractors in the market, fortified itself
with other’s completion records, and make additional usage
of resources that will otherwise going idle.
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The owners feel that the watchful public may not
appreciate the cost saving harvested from the liberalization
allowing contractors associated with each other as it won’t
be shown on the tender opening price record, and instead,
they fear doubt will be casted against any relaxation of
qualification through joint tendering. There had been
episodes justifying the banning of joint tendering as some
of the Joint venture members intentionally sluggish the
application of certificates halting the contractual process.
The annoyed owner shut the door for collaboration for
years and still on vigilance.
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The construction market in Taiwan is highly fragmented

and the contractors aren’t big and strong; so for sizable
projects the collaboration between the companies is essential.
Forming Joint Venture with foreign companies sharing
equipment, technologies and talents shall be the easiest
and cheapest way. Many owners would rather ask the local
contractor to sign the main contract and request the foreign
company to be the second-tier contractor. The arrangement
is costly and induce more communication problem, but, a
determined owner can solve with calm discretion.

" Joint Venture ; AYBIRE — B,
( Consortium)
Type of “Joint Venture” — Consortium
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We may name it as Consortium if the contractors of
different business line bind themselves together for the
performance of particular project. The members in such
a formation will be and only can offer the works/service
according to their expertise and usual business. They form
Consortium to tender because the owner’s want to have of-
fer “complete”, for example, a total power plant consisting

of turbine generator, boiler, facilities and civil foundation
suppliers.
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Though the tender will request all the Consortium
member to bear Several and Joint liability toward the
owner, each party will divide the works apparent in the
total project. Only items have common characteristics and
not involve big money (normally, 2 or 3 percent of contract
amount) will remain as “common items”, of which, the
cost will be shared by the members according to share of

participation, assigned to the Leader of the Consortium, or
individual member.
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In theory, the Consortium member wouldn’t be
responsible for loss and profit resulted from the mistake,
bad luck and poor performance by other members. But
in practice, there will be interfaces in the scope of supply
between the members. Work sequence and accessibility
will always be the subject of argument, and money required
for acceleration of disturbed work and additional interface
management shall be paid by the faulting party. However,
the responsibility of delay, if not found and corroborated
properly, costs and ultimately penalties imposed by the
owner should be distributed according to the Share of

Participation. Disputes among the members need to be
addressed from time to time.
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In practice, sometimes there will be work items for
which the undertaking requiring a party other than the
members of the Consortium, it can be special material,
facilities, or construction fleet belonged to an “influential”
party, etc. And it will become one of the “common items”
to the Consortium for many reasons, among them, that
third party may have privileges or simply feel the risk is
enormous. So, the Consortium will have to take the risk
and place the works as common item.
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Another possibility the Consortium must have

provisional sums for the items which bear the same nature
of “common”

0,

, 1s the situation that a company who has to
undertake works of which the total value is small related to
the total contract price. But when this small partner is liable
for the delay causing related party acceleration cost or/and
having to undertake the total penalty according to the logic,
the total indemnified amount could be unproportioned to
their undertakings. An arrangement can be made for the
members to bear the cost beyond the initial amount, say
20% of the smaller partner’s undertaking, according to the
Share of Participation. It can be fair to the small partner
and will attract them to perform specialty work; and the
Consortium can tender and contractors with big stake in
winning the tender may proceed to compete.
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Considering the stipulation above, when a company
want to organize a Consortium, or is invited to participate
in an association, he has to do due diligence work about
the future partners for their role, competitiveness and the
willingness to cooperate. In Taiwan, attention shall be given
to the possibility of replacement, even it’s years away,
because when the original one quit the JV for whatever
reasons, the substitute will only be approved if they have
the same qualification, and also have not participated in the
same competition.
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The final price submitted by a consortium could be
staggering high by its nature. The individual member, for
estimators they appointed, will see the specified require-
ment and contract conditions for their part is stringent.
They also complain the budget as established by the Owner
and the Engineer is low for the very scope they’re assigned;
it’s human nature that people understand everybody will
cut their price significantly. So, the price presented to
the leader or for final meeting will be marked up for an
amount that the tenderer expects others request him to cut.
Trimming of total price in a consortium is painful and takes
an experienced and capable leader, however, there could be
hangover hurting the people until after the tender that the
same people need to work together for a big project.

M Joint Venture ; FYBYRE — T §EKE |
(Integrated J. V.)

Type of “Joint Venture” — Integrated
Joint Venture
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Contrary to the Consortium operation that the mem-
bers always divide the works to last items, the Integrated
Joint Venture will implement the works as an entity. The
members invest the “new company” with the capital
according to the “Share of Interest”, i.e., the percentage,
agreed in the tender. There will be managers assigned by
the partner in line with the “Joint Venture Agreement” as
if it were a new “Company”. Resources such as working
capital, guarantees, staffs, equipment, technology, property,
soft wares will be solicited from the partners or the mar-
kets. Profit and loss will be borne by the partners according
to the “Share of Interest”.
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Since tendering stage, people assigned to work for
the Integrated JV from the partners may enjoy congenial
work spirit for the common good to finalize a competitive
price. Most of them have identical discipline, i.e., civil,
M/E or HVAC, to check the same quotation offered by
subcontractors or vendors; they’ve no reason not to trust
each other. And in the final meeting, they can identify the
risk amicably to obtain the lowest possible tender price.
For Integrated JV, the leader wants to have the lowest cost,
shall consider to select the members complementary with
each other in expertise, high company reputation and good
financial capability.

EAEFEEEIRYE T - TR 28 TR R B A R Al
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There can be situation when one member of the JV
is in an advantageous position (to him and to the JV) to
offer special technology or construction machine required
for certain important items; then it will be fairer to ask this
member to undertake the work items for market availability
and cost implication. The situation may be exemplified by
the cases that one JV member shall undertake design work
in an EPC contract; or one member with dredging fleet
shall be assigned for the reclamation works in a sea port
construction works. It means that a Joint Venture, actually
operate as a consortium, with one member exclusively work
for that independent work and all the member also work as
Integrated Joint Venture members for other work items.

GORGSCRTER » £E 5 18 T Joint Venture ; HY 32 ft 3l
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As expressed in the previous paragraphs, the legal
status of Joint Venture is mentioned as partnership in
Taiwanese Civil Code but only for temporary existence.
It distinguishes from the situation in some other countries
that the Joint Venture are given an invoice number valid for
several projects. In the case of Consortium, the individual
member will open its invoice for each certificate with the
amount equal to what they’re entitled in the performance
and contract price; the Leader summarize the invoices and
doesn’t need to take care of the expenditure part of the cost.
And the member company will not be disturbed in terms of
financing, accounting and cost control.

{HTE Integrated JV » $5IEEFHEL Consortium HYH
AL BRI T HIE IS ) SR B RS RE EAA
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In the case of Integrated JV, the invoices shall be
opened by the Leader, who represent the association, for
each certificate to the Owner; and the individual member
shall open the invoice according to their Share of Interest
in the project. For the part of cost input management, the
expense will include the cost paid to the vendors/subcon-
tractors, which the JV leader or in less frequent cases the
members signed with, the salaries of those seconded to the
JV, patent fees, and minor expense handled by the members.
The Leader will collect and manage the ledgers and open
the voices of the same amount to the follow members. There

will be balance between the outgoing and incoming invoice
for each member, then that’s the loss or profit.
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It can be new to Taiwanese companies for Joint
accounting and cost control in an Integrated JV, and
maybe difficulties. Because usually the leader will be
authorized to sign the sub-contracts, and receive the
invoices accordingly. The books shall be managed by
one party, supposed to be a stranger, and naturally not
appreciated by small companies as ledgers and expense
shall be most sensitive part of construction business.
Maybe it’s also the reason company in Taiwan, either
doing design or construction works, will prefer
consortium type of work division.

REM P E AT ~ Gt A E ] - frllE
T3 THIRY AR B R A B B A S i e — 2 oAk
8 7 S T O PR R - E K S 1)
b TR R R R B AR TR~ BB B T A
FEMORRR » AT - R BEARRE 2=
FRREAK -

The Leader shall be responsible for financing, account-
ing and cost control; there will be procedure adopted
for JV operation. Normally it has to be identical with
what is using in the Leader’s head office; and the
member companies has to be adaptable. Also the mem-
bers have to discuss common strategy for taxation,
process for receipts and invoices, extent and system
of computerization, interpretation of cost monitor and

control report, inventory and warechouse management;
so that the difference should be minimized.

FEEL SN R S F - EEM AR EHE - BE
M ERERIBREH - TV B &R FIERY R A RUlA -

At 5 B e (B 2 15 58 T R 17 T SR S EE R

DR BESITECE ARES - BRI
73 BEREORAYIE & LLBOK - AR EHE T
I - FFZEIN A R & i e — LB RA - 1E
Integrated JV #A5HT » FESEIEE

Many foreign companies regard head office overhead
is a cost item, and the remittance for granted, the same
also considered for patent or any other intangible service.
Amount about the range under which tax exemption or
duplication can be applied shall be clarified, and more
important whether the bilateral agreement between
Taiwan and that foreign government entered or not. It is
understood, some companies from Europe need higher
margin for overhead; and when we go out to countries

like India, head office overhead will be charged at the
same rate as profit tax.
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Integrated JV HYAL 2 & H » A Z 4 Consortium H
SHEER S M T TR TR » A
DARCHL A ZH AR B IR AT + =T H 25 S R pe R
E - EEEE M AL > SRR AL - AT
Integrated JV HARITERZHIELEE —H85 « R RS2
[ - HIEHEEREEAGEAZ - Fraf KiE FARAE A
TH S MR AR+ SRR A IR
HE TR - SR AR g Z AT - t2iE
> RS £ R XAV ICIE VZS) B E VSTl 31
RAAH R — SRR - BWRIT5E TR E B - FEARIA 8t
FHRESL - P AN E B AL RIIAR

The purpose of Integrated JV operation/management
is to complete the works and secure profit, not like the case
of Consortium mainly to serve the owner no more than
communication; so the Leader is responsible to assign the
project manager and other members shall second deputy
or assistants. The elite staffs required to carry out the tasks
also better to be sent by JV members and their availability
shall be checked before the tender. However, the members
in Integrated JV usually are coming from the same business
line and their staff supposed having similar background;
there’s possibility that a member irresponsible or incapable
may send unqualified persons onto positions and cause
problems. And it happens among the local contractors who
never have enough engineers but eager to take much work
and risk; typical entrepreneurs. The malingering hurt the

project very much and even will remind the owners that
allowing Joint Tender is not a right thing.

B A BRI - KRB H KL IESE - L
A PEREREE - HE 0 IRE C FHIBIRE R - BN
A v B EREPERIRER] - th2 285 - ABRIRA - #
& Pk~ 2 KR B ESE AR TV A
B SRR N LA B BRI o {HAE B SE R 54 H A
HIETE - RETEKPEAZNRS - Frblg B T A9
& RAAERE TR ABEEREE - KA EEK
% GATEHEF 2 HE - STEMRE AR AR HIE JT
FREITTRRRRF - A YESR RIS -

Taiwanese companies for all its desire to simplify
the future transaction, have odd interpretation about the
assignment of persons to JV organization. First, it shall be
the members’ right and obligation to send the right persons
for the positions, the costs including salary, overtime,
bonus, vocation, and mobilization shall be paid by JV, but
overhead and profit shall not be added. But the cooperation
with advanced economies like Japan, the idea of “wrap

up” that the foreigners to offer lump sum is used for the
personnel assignment because the fundamental difference

in manning cost is so much. The lack of preciseness for
numbers and expense of the assignment will oblige the JV
member to talk in the future with flexibility; and only they
have mutual trust they can conclude it.

by TEERZIR B2 IV TAE - MRS IV g
BRAUAT - (R S E A R L PTIRAE A BRYIUEE T
WEHRAEE o HARK BRI IV TEAEGNE
£+ i b B E R AGE - AJDIESK PM [ E
e 3 RefRiERSaRgRs - BEAE IV &G EaE—
ok AE LA - 8o TR TR - B RgRE N 6E
e — R ENET -

Second, the companies shall not be responsible for
any mistake and losses made by the persons assigned to
JV positions. If persons working for JV in any position
are found not competent for the duties, the PM shall agree
the replacement from any other person from the market or
the member. Also, for the reason often the minor partner
needed, the JV member shall agree not to employ persons

having been working in the other member during JV
proceeding or/and until sometime after.

Ed 4}E A Y Joint Venture

Joint Venture with Foreign Companies

Bl TR RS R H A R R i ~ HERFHRREL
EEAVERSA - BB - Bt - AR AT - R RERN
ELfE - I H 1950 4% - Mam S HE - BEEUE T - A~
B e ER R - BUEMHE 2 S8 - MgE e
AR - BT T e BT Ry AR - ANHEE - R
AL LS - TMERERE T LB S - A RS RLE -
T 2 B B PR i T Joint Venture HS-E] T E{ERES -

Man built environment, including electrical, mechani-
cal, equipment, building and structure pertaining to it, is
the foundation of economic development; Taiwan is quite
successful in learning the advanced construction and
engineering technology from top notch countries and now
export them for projects such as subway, power plant, or
patrol-chemical industries thanks to the experience obtained
from working with them in Joint venture.

H 1980 FLIAK » BIZKERER - SNl i e 7K f7 2
AT SRS ARG T T - #E AR S 1E - A
B R (S LEARE D IV BEAG » BB G &I ~ Bl
G - RIERUS E AL - FIAN SRFFS N RS (PRI
GPA) HIRERYZEL - HEREOR ARG ORI
o BER - R BN TRLSEER S 2Tk - & T
MUK - (S EEE S E AR - SRR
2 - SR 2B - RfTERERNEHEER
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It’s the policy of the country since 80’s, the foreign
companies undertaking critical civil engineering contracts,
design or construction, would be requested to commit fixed
percent of the total contract amount to the locals, in the
form first as sub-contract, then JV partnership, or technical
advisory. Now, in most of the foreign-local cooperation the
international companies can only be participated according
to GPA signed between Taiwan and their country. But the
reason for such reversal may be that the rates and prices
for civil work in Taiwan are almost the lowest in the world,
which, discourage the outsider for permanent and dominat-
ing participation. But construction market in Taiwan is still
free for firms from advanced economies to be active if they
possess unique and competitive technology.

DU T2RES - AR g 2 Bl S Ay TR - B
FHIRAE =&~ SALEETHIEE - Bl BE R
M RS > LNG GERE - DUR i 3T Y e R VR
THE - KRB Ra e e = MR ia - BIDIREE
43 » B¢ Consortium Partner 38 177K 85— TIE » H
HEGERRERY - KhBER MRS F EHAE - K&
R EE TIF - ARG BERERERFRIERTS - SlaERE
RREA - ARBER TR - ERERE T - BRI RERE
BV DA AR EE T - BN RS TREAT - A FR
HER R EAT ~ ARISGEHERT 0 SO AR S5 - A5
REE - BN RERAIRFER 5

As construction work in past decades is concerned,
foreign constructors participated in the 2nd freeway, phase
1 Taipei MRT, power plant, skyscrapers, high speed rails
and until recently the off shore wind mill projects, many
as main contractors while the locals started following
their whole direction, acted as sub-contractors and finally
consortium partner working side by side with them have
factually to take the brunt because the low price they used
to offer. The low price has forced the bosses only to reward
the employees who are able to make imminent contribution
for plucking low hung fruit, and nobody has leisure to
study the new technology in negotiation with international

companies for new type of projects. The market fragmenta-
tion trims the companies to pygmies.

FHEES A BRI wRE R B S o0 RS A - P FETRY
BEEANRWEE AR - AMEALIRREGS BT
HEGTERMN - — RSN ARA - B2 B ICE R
R ORAEMET — Ik o (EEFEARFES MR E IRAVRE R - 38
SEAUH SEA B - ISR AR LU AR L FIRETT
AR - EamihZ R AEEE - MG - HR R %R

IR - N Bk G 7K B T - AREEGAAIH
B B RE R R AE R BARR - REFIEEITEN
I+ CASIAEGRR SRR - T -

The international companies have rigorous organiza-
tion and subtle work division among their staffs; contrast
to this, Taiwanese construction companies stranded long
for low overhead have to ask the sub-contractors, vendors
or any sort of business partners to join the negotiation
more than back up. It’s a loosen form of consortium by
entrepreneurs by nature is impatient for detail discussion
and serious clarification. So, there could be possibility the
cooperation agreement concluded but the local party would
revisit the parts they’ve pledged hastily before the tender to
the astonishment of foreign partner.

HE BB R E A BB S - FEE e A
TAEAGER AR A & 7L - 530 TIAR
B IR TREAD - JGE MM 2] T eI
T o OIS R REAERS E HARE S TREAD - T
BRI - AR BRI - R A
B A RS &R - fRER AR TR HEE
B pA R A R R AL o B &1
EFTREFH S I I RS - (RIS B A B B B 15
 » SRIRAEARAE ~ 1508 HREREry RIS -

In JV organization with international contractors,
many well branded local companies are now waking up to
know the true professionalism isn’t equal to the recruitment
and assignment of persons with licenses required by the
project. Instead, they must have experience and really are
engaged in the works. Recently, many contractors have
problems to carry out the contract because they fail to
recruit sufficient qualified engineers in a tightening market.
It’s a weeding, however, the contractors who may be work-
ing with the international developers or contractors may
free themselves from the plight always trapped in the low
prices and get by with shabby resource. We presumed that
the professionals will have bigger say in the projects that
the foreign companies will have participated, so as to have
reasonable prices and contract terms in the works.

TRERRGTHV IR - FEAA BEAIGEZ AR - #8
EHBERETERAL > AR®RIEEBIBUN S B G 3%
MRS > IKERE RS - BRE - B RIS
RE 2 RLAE RS BT TR SR AN B i - Al {52
Ak s s £ RS A (E 0 - IR i -
GG TP RE ST B A - FEBIA A1 2 DLEL ST 35
Fro G - AR T - BUKFE TR - B
FRAEAE R E R S TAF - B PR -
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The nation had to put talents and capital available
together to learn from the more advanced foreigners for
the design capability at days the country was backward
and technology transfer most important. The locals’
ability gained ground when measures such as forcing the
international companies to sub-let part of the works to them
taken hold by the government. Gradually, the owners prefer
the locals to do the design work as immediate response are
expected. Until now, Taiwanese engineering firms also are
encouraged for the success in the competition in Southeast
Asia for the design service like MRT, bridge and viaduct,
industrial park and hydraulic structures, it confirmed that
they can do the works as good as Westerners.

Bt et TAEZRER - B S Ry & 1F - 205 H
Consortium #& F 5> THY 7=+ BB EE T DLEAE
WY » R FORB S R A i e R A B e R A ERYRE
73 R —IFRARESI5E R % Y TARRRERE - B
N5 DL Integrated Joint Venture FYE &3k 43 - BL G 3+ >
Al - Hrpry— SR MR 09 TAF - 39— 1R Btk
3~ AEREHA T o SRR R CYEE H R B
GIERRE » WAL A RAR TS ik - AR L BELL

FBAE - B A] DU HAREEE T SR e - DUEE
FESERIRGINDL - SRR BT AR IARTE K -

But for design works, should they be divided vertically
between the two companies, e.g., according to the mileage
in the cases of railroad or high way projects, it implied that
each party can do the jobs alone. The consortium type of
work division is only meaningful when both parties are
locals and there won’t be any issue regarding technology
transfer. Design companies forming an Integrated JV may
try to merge themselves, but can be hard between the learn-
ing local company and foreign firm with manifested better
know-how. The compromise can be one party performing
as main designer while the other to provide advice or
checks. And under the scheme, the Share of Interest shall be
measured by undertakings in money term; or other means

adapt to the technological maturity of the industry or the
owner’s requirement to check for the tender or contract.

KB KRN S 1E W E - #ATREWR R — JTRIAE
> RHIERET T - AR LB ATRE A 2R B i AR AT
2R o RISV E A > W DU —5 A BRVERE
B B AT B E SR - ERSE
EOMNERGET A FIERAE] - SRR - HIEMEET T
TR LR R SRR - a3 - WRE AR
TR A FIBERS - MO REB AR - SR SR
MIBIERE » ANREN EEBBAERATRT - St Ty
A o e RIS M IR AR - RrEsE

BCRUEDRL - MEORBEAZ ATAE - ELE TE5ERL - SMEdRgRE 2
NEERHLERAY -

Any JV agreement following the tender stipulation su-
perficially, can be used by the major partner to sidestep the
minor, usually the local party, in the case of design service.
The Share of Interest entered into the formal agreement
will only be applied at the moment to distribute the profit,
which, as predetermined officially is a small percentage of
the total amount after deducting the actual expense going
to the major partner for execution. Though cumbersome to
check, the owners can request the competitors to submit ex-
ecution plan before award, and check details including the
salaries and tax filing for expatriates during the execution
(though need to find a balance with relevant privacy right),
hold the approval until design completed. The international
companies will not cross the line.

FHEREEHAIE iz B8
HEN

Joint Venture, the Market Situation and
Strength of the Members

" AL[EI B SRR ) AR ERELEEE —E R
BIEAENUE - ARHPUTEEER - 2 IV s e
BRIEEER - H IR SRS - MEASUEN
TRE B E R AE - HE LR R R - ARRN
S o AR HREZ IR EIR - R TR
FeEARERNAIFRAEE - AlL

JV formation and operation shall follow principles
to work under existing laws and regulations; and never try
to do opposite against the market and common sense. We
recognize the tendering and execution of the construction
contracts shall be guided by engineering and logic,
however, most of the times affected by commerce and
humanity, having to compromise with the status quo. The

rationality has to contain human nature; and the progress
cannot be the reason to eliminate the common practice, so:

(1) MIEBRESRIE TIFR S N Rl B B )

(1) Size does matter with regard to JV member’s capital
and Share of Interest

IV HERRME - Blgm BRI - MIFU—# A
AR DA e - B b ERR GRS R Y TR
%~ WAWNEIRS » FEZE IV 1Y Leader * A5 B
FEIRAT A o £F Integrated JV 1 TIEAYEAT - EES
MRy Leader BYARZA B DMIIRERY HEACH » DK T
FEEMREAR B LA » NATRESH HEEH MR ERER -
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In theory, JV organization reach decisions through
unanimity, not majority votes as in the case of permanent
company. If a JV member undertakes more shares than
the others and most likely he’ll be the Leader of the JV.
having the privilege and responsibility to assign the Project
Manager. The execution of the works, particularly in the
integrated JV will be carried out by PM and staffs most of
them also come from the Leader “following the direction
from mother company”. There won’t be any leisure to
consult with the member for every detail.

AN E]ESR AT DB S SR LE R R, - AP RE - B4
Leader DUEEMIAYES A pREh R - MIHBET®RER 5 BT
fAIER ARSI E KR E » SRR TV BERIERA -
ZEREE - BB DUMH SR - o0 L P S AT RO B 1 -
AL - AU S/ NAE] » R EL Leader —4%
BIRATRC S RE - DURy AR, FERERR R s
A AU - MEZERAEER - ERaBrits -

The minor member can of course have different opin-
ion against the Leader, however, any insistence resulted
in indemnification including loss of efficiency and time
can be borne reverse to the Share of Interest for a minor
member of the JV. There is possibility that a minor partner,
often the company in different country with the Leader,

mistakenly to interpret the unanimity as a veto to extort the
major partner is actually dangerous.

TERLEEI SR - A SE PR Y AL B e R N Y
RS - BlSEps A Ak LRI iR #% (hierarchy ) ©
G HARRREN TV - 2 R Bk - B RE R
H o 2 AAEATHEM TN ARSI R AR - B
MW RS EREEN TV - QIR RESE AH - LR
P BB G A B W] RE B 5 2 IR T S AU ARE At B 8
L~ B BRI EE © FEARRERYSUE - K
T TR TREEE ) RIMRRE AN AR -

In certain countries, the companies in the industry
have to interact with each other according to their relative
sizes and business relationship whether one usually will be
the other’s underling in the hierarchy. So, in the JV though
alienated from the other business in home country, the less
sizable company needs to submit to the apparent oppression
disregard the principles of “democracy” and “rule based”
operation. And in any JV involving Taiwanese members,
The Leader and the Project Manager always need to spend
more time and effort explaining for the responses to third

parties or the owner. There is different interpretation to
“Power Distance” under different culture.

(2) HRERPEEAF R EE
(2) Respect the JV Member’s fundamental Right

IV ZRHARE G - 5 B g s Y A AR 28 31 AN BE B
P28k MORkEE - SEANRELIB SR DLBITT T Bk
FHIRE o FrLA—{E IV - BHEHSHH Leader IKFE: » &l
FEBH R S FA R S RIR T - AR TR B e AR TS
[FIHEST o A ~ T EEREA R ZHE - AR T
REEHERRALKR - HEESRE A B RKR A
B - WELZ R E A A EIEIRSAEH - EETEER
REURRAERET - angvfis ~ BAE - SRE ATRERE ZORIK
B MEAERFEEREENIEE - HHRE A FHE
& AR - BERREILR - S B DIEIE - (B
A B BRIMER] » Leader U ECINVHRIE -

JV works on temporary basis, and the member’s right
can’t be determined by majority votes, nor can the exercise
of them be impeded or restrained by the deeds by project
manager and his staffs. Deputy and assistant managers shall
be assigned by other members and in theory they’ll have
similar power with PM; together they will organize the
Site Committee for quotidian JV works. Cost and account
department shall have the same arrangement allowing
experts for stationing or checks. The members may also
be interested in sending people for department responsible
for procurement or to request the PM to submit cases of

detail to each member for review and approval before trust
established between JV office and them.

ANME— A H] o Integrated JV K G 1ERLEHUEH
IR - PROERR - A BERA ~ R  FE
BHAAS - R0 BETWE () - 3R - Bl E
FREIZEAFE - PO ERAT T ALERIL § o ¥ Integrated JV [T
5 BRIF Leader 85 EH > & - BEEF T ~ PUTHF
REVTHAASENE - #8kny PM HEE ST - BRI
I RS RE RSB S G FAEF - Leader Z2HEZHKHK -

Just like ordinary company, integrated JV will have
to set up the Board according to the agreement entered
between the parties. The Board meetings will decide the
project organization, operation rules, approve reports
from Project Management for assignment of persons,
procurement, and proposal to the Owner, cost, litigation,
asset management, etc. The Board meetings can be con-
frontational and critical to JV operation unless the Leader is
the one bring the business and profit for members, and the
PM assigned is intact for performance.

E Consortium * EHEF R O EEE @ BZHR
BT T B R SR P e A O SRR
In the case of Consortium, meetings will focus on the

progress and clarify any problem that may appear in the
interfaces between works taken by different members.
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EAE BRI TV fHAS - BRI E BRI
PR - 2 IV 0 13— ik B RIRER Bt AL RE
JRHAMRELE -

High above anything, no JV member is said to be

superior to the other members disregard the Share of
Participation.

(3) LREAT{E R ra Y A AL
(3) The standings of local JV members

TREFTAEBIBURN R RIE B A2 » i e B
i T+ 3 S K B B R S S 7 T AE LA Consortium
5 Integrated JV JiEUAHESE LB AT A RS L A LR -
BEE AL « BEFIAA—EFR - THAERARA]
REE Ry RTRIIRF R - R B g e R LG Aot e e
Fr DAt ey e A48 U - FRE T - SN B R 2 B
RS E1E (sleeping partner) Z7&HH o DABERR R 3% 5
R » AR E B AP LR B LR A — E T
DAL &R AR AR — R - MHE AR A5
TMEE » SEARRUBIT P RESEIERF SRR -

There may be requirement from the host government
that the foreign participants of the project have to form JV
with local companies, either in Consortium or integrated
JV. But as aliens, the international companies feel it too
risky within short tender period to decide a known amount
can be undertaken by strange companies, so they prefer to
go for a sleeping partner just paying puny fees for a legiti-
mate participation. Take offshore wind mill design works
as example, the paper will show the Share of Participation
adherent to the tender stipulation, and the international
contractors will gain the freedom to do what they want in
the future for the limited risk. It’s because the checks will

only be done once in tender stage, and won’t expose the
actual work details carried out in the far future.

HERNmEREE LT - BN —afmZEE
PRIEE o AT i A 7% B 25 e Bl L Rl ey B i
o M SR TR AR E MR R TR - [REkhEs
B2 o HINEEE2 NI - FEAGAL SR - &
EHHY 2 T RETTE B+ it AN SR SR il 8 5 22 I
8 FUFHERINC & BISSHRE - OB IER TF - H5E
RN LB ECAE - A —Hih eSS - B
HyERET TOEG TRl E - FrdAy & S EL ] L UZ BERE 7R
i+ EIEAYSHEE HI T AR A AR 1 A R B T
% AR EE T - R FTRE Ry R -

When cooperation between foreign and native

companies is enforced for design or construction of wind
mill works, most of the locals want to be guaranteed for

success. The international companies, high fly developers
or contractors, for the requirement in schedule and project
financing would like to find maximum freedom in their
future actions. And it’s possible for local companies to
offer minimum fees to woo the foreigners and wait to get
the final dividend according to the Share of Participation
appeared on the paper. We said about this in section above,
stressing the checks by the owner done only once at tender
stage when where the actual design cost goes is unknown
can be misleading.

FEHCEETEIL T » St e [ L 2 ] DA N [ —
BIRHIAFIRRT » DAEERE] - 6 ~ &7 ik
] - Rt g HERET R i T o sk &R AR o AE
EEAR  FTRERRAHIEE - BEIAIHA - ZEITERIL
FEIbEE il - B YRR S F - I LU
P HCRy TV B Leader » 5& 52 R sy 4 K BR AR Y
THYHAL - FERHAS TV BEERE BRI RGE &l

There are companies getting clout by their origin, and
the companies from outside not necessarily from foreign
have to recognize it. For example, there will be local
companies cornered special construction resource, or social
relationship, like in Hualien, Kinmen, Matsu or Penghu in
Taiwan. It can be more apparent in Japan, larger than Tai-
wan, the so called big five going to Hokkaido or Okinawa
has to ask the locals to join the team and sometimes even

ask them to be the Leader. When people want to organize
JV, he has to consider the point.

(4) " HL[FEIEI SR ) PRy SR R
(4) The Dissenter and Paranoid as the JV Member

FILE G ) HARER A ER 5
A= PRI R R SCA L BRI - FEEEAR - SRR R
B R R - RTESE B R A s 5 A A L
P DAL R R B S R 5 P S - IR TR ARG T ~ T
JREIAAE - MO B SN HE Rl S P PR 15 I K 2 BT - 1
YRR B IEIITEI R A o (S S f 8 DA 4 2K i
R FENER]SE R TAFRY L [E FARREE T - HEAER A
BB - TE AL ) AURTEERES SRk -

It’s not unusual that in a Joint Venture the members
could be antagonistic against the Leader and cause troubles
from time to time. It happens when a dominant foreign
company mislead or irritate the natives for the unnecessary
cultural prejudice; or in the other way that the locals are
not knowledgeable about international cooperation and the
execution of a gigantic project, so in addition to casting
doubt about the JV decisions they may protest and act not

in congeniality with the team. The problem supposed to be
temporary and personal, when the concerned party have
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common goal to complete the works, patience can work out
to solve the problem.

B IR Ll B - B K] 2 R B E 3 kK
B W EBIAE RECR A A e - Fr DA oA i
TR T IE) A o AR HY 258 IR BT TR - RRECK
BRI TARE 2 1 ] A RE Ik B 52 %8 T T R B 52 I
& MR BRI TR - ERERR TR
PN bR B Rg R T IR - AIRRE e - ETE b
AT DUR B AR Arl ROBRAY SRR ARE - AR TSR -
BE 20 FEIR/RIE L | AU A AR B A B g e
B IV » NAFEIEER A BIRISS & HBLERE S -

If the bosses or the decision makers believe that the
big international company will give way to what they
want, they will be more eccentric and paranoid so as to
cause big problem for JV. Ironically, when we deem that
the JV member’s capital and Share of Interest is bigger,
his influence and power may be more convincing, is now
totally wrong under the notion “If the contract suffers the
big share participant will suffer most”. There will also be
dark side of “nationalism” embraced by those paranoids
telling them bullying on the foreigners is complete amoral.
The short construction history witnessed the bad stories not

only locals harassed foreign, and also the small companies
torment the bigger ones.

TR SR B R R R o - ¥ R LE N ]
s » BKRFNEZE—Y] - 7 Consortium FYTETE - Hf"
T AE B 20 A MR 7R B O RS - R IRAR I
FERAK - REA SRR B E 1R G RFR - SRR ERIA
Frim#Ed » NERZEM AR RE - S IV R
% o 1F Integrated JV » & FAHUAY X ] 3K Leader 73
FAE - (HE TV BEIEfEES - 21R Leader B; PM 7]
e - MMESEC TV EROZEBY - 2AEAE RS -
[l S HEAFE R TR E A BIUEE - W ER ERYE
F - M MATRPT n] DURRR B4 - BSES A - a0
TEAE S iR A BIEAESE R BRI R B A
FITESEEREE - BEETETEE » 88 Leader YL

The contracting business has elements in both
professionalism and commercial consideration, but for some
company, pursuance of profit shall be above everything.
In the case of Consortium, the egoistic boss will leave the
responsibility for tender price deduction to the companies
with bigger Shares of Participation; and during execution,
they will ignore the situation that each member has to
accommodate for the ambiguity found in interface and

shoulder any risk brought by changes. In the case of Inte-
grated Joint Venture, the eccentric will request the Leader to

bring profit for the JV or they will pinpoint the Leader and
PM for any bad judgement or fault made in carrying out the
works. They don’t go back to the point that the purpose of
JV is members to share the risk; and the companies assigned
the persons to JV positions shall not be responsible for any
mistake and losses those people will make. They will select
the right moment to deter the JV proceeding for refuse to
sign on any format requiring them to endorse. The leader is
tested when the member become erratic.
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Stages of Joint Venture, from Inception to
Works Completion
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The first stage of Joint Venture, can be called “Stage
of Memorandum”. When a company feel it will be able to
tender a project through forming Joint venture with other
friendly company for benefits like technology transfer,
enhance work experience, improve competency, better
financing, make good usage of resource and from legal
point of view, etc. He can study for the JV formation, future
partners and tendering cost, and accordingly invite the

partners for Memorandum of Understanding, however, at
stage it’s not binding for tendering.

ML [E] BRI SRS ) RUBE RS - 2 T AR
BE B - SEIRFAHAREAS - ARG B By TR E - M
# il AR FE B EAY R 5 IR - AHBERRIBSE -
ARAGEIEHATEBORAE » DU IE S TR ErI R -

The second stage of Joint Venture, can be called
“Stage of Pre-bid Agreement”. The decision has to be made
for JV formation, members to be invited and the work
division. The assignment to finish the tender such as project
planning, estimation and documentation will be allocated to
the team with precise schedule. The study will also include

contract and law, internal procedure, draft of a formal Joint
venture agreement.
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The third stage of Joint Venture, can be called “Stage
of JV proceeding”. After the award there should be formal
JV Agreement established. The Supervisory Committee set
up accordingly, start to assign persons to senior positions
and recruit staffs, manage the asset, capital and financing,
procurement and subcontracting, complete the works.
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The final stage of Joint Venture, can be called “Stage
of JV Wind up”. After work completed, profit or loss deter-
mined, the remaining works for wind up can be overlooked:
there should be liquidation, asset handling (working capital,
material, equipment, intangible property), personnel issues

(return to the original companies and lay off), and formal
closure of JV.
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Conclusions
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People familiar with the governance of construction
company or engineering firm understand JV operation
is simple and common in the commercial world; and the
confusion, if any, may come from that the people sent
for negotiation with potential collaborators don’t present
the company well within short time frame and collect the
information reciprocally from the counterpart. Therefore,
people sent to conclude agreement with potential members
must be the guy with vision, position, and intelligence;
not bad in Taiwan that the bosses or people have the same
power will participate the discussion. No standard clauses

or form of agreement can be followed as each work and
cooperation shall be unique.
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For many years, it doesn’t change for the part of JV
formation, balance of power, and internal process, because
the ultimate requirement is to exercise control for the
company participated in the organization; the human nature
behind it is not different. However, there’re various soft
and hard ware for administration and the skill and speed
form communication are much improved. That a Board
member now can obtain more in-depth information and ask
many questions based on the data extracted; the border and
the company line shall not be the problem.
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The government has firm policy to solicit the success-
ful technology transfer from international companies to
Taiwanese firms in public works with high technical content
to push the construction, lower the cost and groom the
industry. JV between the foreign and the local will be the

most effective and convenient mean to realize the policy for
all its importance.

BIRE s e = R S TE A B T A R RV T - T
FESEFULHEEF) - $E It F AR - BGHIR LA
R+ DASEARH B AR AE ] <2 0 S b AP AR 1) 5 S5 Yy
HAR - ERWMHEEHE AT A R HEE - HF
FGES - B EEIRR RN 2R - R - —
fldl IV B ER SR AR RAE - HERATER - Tl
HEBUFIIRC - REAE R BEK AR B - AR
AR FIETOIRETT - BEERBIERERY IV —E v DUH
WL ANt L eaka

We understand the international company will have time
pressure to seek the partners within tender period, and there is
possibility that a short-sighted company will offer the lowest
possible price for commission to elicit the foreigner for their
freedom of actions. Under the circumstance, the company
determined to reach to the modern technology shall be active
to illustrate his ability to work in all rigorous conditions. We
trust it’s critical that the companies in the industry must be
disciplined so as not to spoil the government policy, however,
checks is important and the modern JV organization will be
able to provide so much in-depth information and data as
described above. The Owner shall be in good position to
judge whether or not the technology transfer as mandated
in Joint Tendering Agreement is followed as the truth can
be revealed to show the real situation. So, it means if in
the tender the owners reserve their right to supervise the
implementation of contract or agreement until the work is

finished, the JV operation can be organized to receive the
technology transfer; for construction or engineering. E%]
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