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The federal government is the single largest purchaser of goods and services in the world. In fiscal year 2010, 
for example, Uncle Sam asked private contractors to provide more than $400 billion worth of goods and 
services from contractors that ranged in size from one-person operations to multinational corporations.

The challenge for any company tapping this competitive market is finding ways to access more contracts and 
improving the odds of winning them. One of the most effective ways of doing this is through joint ventures.

A joint venture (JV), and some related forms of partnership, provides two potential advantages:

            1. A JV can provide more experience, expertise and geographic presence than a single contractor 
                has on its own. 

            2. A JV can involve a partner firm that has preferential status because it is a small business, minority
                owned or has some other preferred characteristic. 

Advantages of Partnering with a Small Business
There are several advantages to partnering with a small business when pursuing federal contracts. 

PREFERENTIAL TREATMENT
In order to support small businesses and other classes of historically disadvantaged companies (ex. minority-
owned or disabled veteran-owned firms), the federal government requires that such businesses be treated 
preferentially in government contracting. 

In some cases, that preferential treatment may take the form of a requirement that a portion of a government 
contract is awarded to a certain category of business. In other cases, proposals submitted by a business in 
a preferred category or proposals that include such a business in a joint venture, subcontracting or similar 
arrangement can receive additional “points” during the contract evaluation process.

ACCESS TO NEW GEOGRAPHIC AREAS
Oftentimes, a well established government contractor will be interested in pursuing an opportunity in a new 
geographic market, but will not have the business assets (personnel, facilities, etc.) to fulfill the contract’s 
requirements in that market.

A small business JV partner or similar arrangement can fill in that geographic gap, giving the government 
contractor the ability to pursue and win federal business it otherwise would not qualify for.

SPECIALIZED EXPERTISE OR EXPERIENCE
Many small businesses have specialized expertise and experience that can provide a winning edge to a large 
contractor. For instance, a hazardous waste management firm that did not have experience serving laboratories 
would find it difficult to win a contract to provide such services for government research facilities.

However, by partnering with a small business that had expertise and experience in that particular area, the larger 
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hazardous waste management company would be able to submit a stronger, more compelling proposal.

STRATEGIC KNOW-HOW
Finally, in many cases small businesses may have strategic knowledge and relationships about a particular 
government agency, facility or requirement that can strengthen a company’s proposal. By partnering with 
that small business, larger companies may be able to draft smarter proposals that better meet the federal 
government’s needs.

What Makes a Small Business JV Successful?

Putting together two companies for pure convenience — or even in the hope of winning a federal contract — 
does not guarantee a successful joint venture. A successful JV, particularly when the two partners are of different 
sizes, requires careful engineering.

JV partners must pay close attention to their joint venture’s legal structure, which is critical in qualifying for 
various federal preferences. But business and cultural fit are equally important. The venture’s goal, after all, is 
not just to win a federal contract, but also to profitably serve that contract for as long as possible.

LEGAL REQUIREMENTS
There are a number of legal considerations for JVs involving small businesses that seek to qualify for federal 
contracting preferences. These include:

•  The small business partner should not exceed the small business size requirement for the procurement,
   which varies depending on the industry. For hazardous waste collection, treatment and disposal, this is 
   $12.5 million per year in revenues.

•  Companies that have a mentor-protégé relationship (which requires a formal application to the Small
   Business Administration) can often compete for government contracts under more favorable conditions. 
   This includes some cases where a large company can partner with a small company and not be subject to 
   the usual size limits for government contracting joint ventures.

•  JVs should not be between “affiliated” companies, where there is common ownership, management, 
   investment or other relationships that could disqualify the JV from federal contracts. There are, however, 
   some exceptions to these rules for companies that have mentor-protégé relationships. In those cases, the 
   mentor can own up to 40 percent of the protégé’s equity. 

•  A single joint venture generally cannot compete for more than three contracts in a two-year period.

•  JV partners should generally form a formal LLC, rather than rely on an informal joint venture agreement.

www.ecoflo.com



Attorneys should be consulted when forming these ventures to ensure that the joint venture agreements, or other 
forms of partnering arrangements, are in the best interests of both parties and will help the JV win the federal contract.

BUSINESS CONSIDERATIONS
The fact that two companies meet the legal requirements for a joint venture relationship does not mean the 
resulting JV will be automatically successful. Successful JVs rest on a carefully engineered fit between the 
partners involved. There are several factors to consider, including:

Culture. Just as with many business relationships, the biggest single consideration might be company culture. 
Companies with similar values and cultures are more likely to be successful as JV partners than those that are 
not. Potential partners should spend time getting to know each other to ensure a good cultural fit. 

Federal contractor qualifications. For JVs pursuing federal contracts, the ability of each of the parties 
to successfully pursue those is vital. These qualifications may include being properly registered as a potential 
contractor and having any needed preferential certifications (such as a HUBZONE-designated facility). 

Operational capabilities. Good JV partners will complement each other by bringing new capabilities to 
the table. These may include facilities in specific markets, specialized capabilities and technical expertise, or 
complementary experience. If your partner does not bring operational assets to the agreement, it likely will 
not be a productive venture.

Joint ventures with small businesses can be a powerful tool for growing your revenue, developing new markets 
and new services, and tapping into the business-altering potential of federal contracts. 

How you choose your small business partner is critical. Considering the full legal, cultural and business 
dimensions of any partnership agreement is the first step to a profitable venture.

www.ecoflo.com

About ECOFLO*

ECOFLO Inc. is a veteran-owned small business with more than 30 years of experience managing hazardous 
waste from cradle to grave. The Greensboro, N.C.-based company carefully selects disposal facilities, 
provides customized service and has turnkey solutions that allow it to treat your hazardous waste as its own. 

ECOFLO has a three-decade-long track record of complying with federal and state regulations. It provides a 
wide range of services up and down the East Coast and is capable of handling virtually any hazardous waste 
situation. ECOFLO operates a facility in Americus, Ga., that is HUBZONE certified and its Greensboro site is 
a RCRA, Part B Treatment, Storage, and Disposal Facility (TSDF). The company also has a 10-day transfer 
station in York, Pa.

For more information about ECOFLO’s capabilities or to discuss joint ventures, contact Trevor Shelton at 
(336) 617-2724 or via email at tshelton@ecoflo.com.

*NAICS codes: 484230,562211,562112, 562212, and 611430
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