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Warm-up Practice

S O SR,

1. Pre-text questions

1) As you see it, what is investment? Give some examples to illustrate it.
2) What is international investment?

3) What are the economic factors encouraging international investment?
4) What are the benefits that can result from international investment?

5) In your opinion, how can China attract more foreign investment?

2. Match the words or phrases in Column A with the corresponding definitions in Column
B, then try to give their Chinese equivalents.

Column A Column B
( ) 1) acquisition a) to apply money in the purchase of some property from which
interest or profit is expected
( ) 2) prototype b) an association of two or more persons to carry on, as CO-OWners,

business for profit

( ) 3) allegation ¢) (comm.) difference between cost price and selling price

( ) 4) equity d) thing that exists in law

( ) 5) margin e) the act of taking over a company by another

( ) 6) partnership f) right to receive dividends as part of the profit of a company in
which you own shares

( ) 7) entity g) a large company that provides services to the
public and is controlled but not owned by the government

( ) 8) invest h) statement, esp. one made without proof

( ) 9) public utility i) combination of parties, groups, states, etc. with a special interest

( ) 10) bloc j) first or original example from which others have been or will be

copied or developed

3. Pre-text listening activities

1) Listen to a monologue concerning international investment and complete the diagram below.

Factors boosting this year’s figure in foreign direct investment

®O e e

Increase of foreign direct investment flows last year

The US:
Ireland:




Africa:
China:

India:

2) Listen to a passage and try to answer the questions. Then compare yours with your partner’s.

Japanese Automakers Expand Operations

Questions Answers

@ What are the three big Japanese auto companies?

@ What are the Japanese auto companies doing in the
Us?

® What will be the productivity of the Japanese Big
Three in 2006?

@ What is the gain of the Japanese auto companies in

the past five years?

® According to president and chief executive of
Toyota Manufacturing Company, what is the key

to reduce costs?

Fundamentals of International Investment

1 International investment or foreign investment has been a prominent feature of the
international business for the past several decades. There are two basic types of international
investment: direct international investment and portfolio international investment. A direct
international investment or a foreign direct investment is one in which the investor participates in
the management of the enterprise. The prototype of such investment is the joint venture. A foreign
investor may enter into a joint venture by combining with a national of the host country' to create a
new entity, or by acquiring a portion of an existing local entity. The four alternatives are (1) a
foreign corporation, (2) a foreign partnership, (3) a local corporation with a foreign branch, or 4)a
local partnership with a foreign branch. A portfolio international investment or a portfolio foreign
investment is one in which the investor limits its involvement to providing equity capital in an
enterprise managed by another in the hope of profitable return. The classic portfolio investment is
the acquisition of a noncontrolling amount of stock on a public exchange or in a private placement
with no participation in management of the enterprise. Because the portfolio foreign investment
creates the least risk of foreign control, it is the least regulated of foreign investments. The foreign




direct investment, even if a minority holding, begins to raise the specter of foreign influence and

thus is the subject of greater governmental regulation.

Political Factors for Foreign Direct Investment

2 In past decades a number of countries (notably Britain and the USA) have either banned
or actively discouraged outward foreign direct investment (FDI). Dislike of FDI was based on the
allegations that it exported jobs, assisted the economic development of rival nations at the expense
of the home country2 and reduced domestic investment. (Note the presumption here that the money
that would have been sent abroad will automatically be invested in the home nation in consequence
of restrictions.) The counter-argument to these criticisms is that although the capital exporting
country will experience an initial outflow of funds to finance foreign investment, this will normally
be followed by substantial money inflows as the investing companies begin to repatriate their
profits. Also the host nation will normally import more goods from the capital exporting country in
consequence of the foreign investment.

3  Today the overwhelming majority of nations receiving FDI actively welcome it, and
sometimes compete against each other in order to attract foreign firms. Often FDI brings capital
into a country that itself can not generate the funds needed for major investment projects. Further
alleged benefits resulting from FDI include local job creation, improved managerial standards,
introduction of new products, and a healthier balance of payments3 position for the host nation
following the local production of goods that otherwise would have to be imported.

Reasons for Foreign Direct Investment

4  Overall macroeconomic factors encouraging FDI have included:
® The increase in world trade and the opening up of new markets that have occurred in
recent decades
® The development of new technologies that can be transplanted between countries
® Liberalization of the economies of nations throughout the globe, including removal of
exchange controls and controls on the repatriation of profits
® Establishment of common markets and other regional trading blocs with common external
tariffs
5  For the individual firm, specific motives for investing directly in foreign countries might
involve communication difficulties with local representatives, costly margins taken by independent
distributors, and escalating administrative costs connected with organizing foreign operations from
the home base. A permanent local investment enables the investing company to do business just as
any other local firm, which might be necessary or desirable in order to exercise close control over
local marketing, or where a regional identity is necessary to create a credible image for the
company. A local image may be useful in a number of aspects:
(1) Host country governments may turn a blind eye to low-price strategies intended to
dominate local markets if the firm involved is perceived as a domestic company; whereas




allegations of and legal actions against import “dumping™* could follow from similar pricing
policies pursued in the same country by a foreign firm.
(2) Local competitors may be considerably more sensitive to and react more vigorously
against the actions of foreign rivals than against domestic business.
(3) Customers and dealers might be attracted to a local company they come to regard as being
fully committed to a permanent presence in the country concerned.
6  Further motives for.commencing foreign production include:
High transport costs associated with exporting
Problems with licensees and the need to protect intellectual property
Availability of investment grants from foreign governments
Faster access to the local market
Undercapacity at home

A desire to protect supplies of new materials and components only available from foreign

countries

Especially favorable economic conditions in particular countries: buoyant markets, rising
consumer incomes, easy access to finance, low interest rates, etc.

Wanting to spread the risk of downturns in particular markets

Acquisition of know-how and technical skills only available locally

The need to engage in local assembly or part-manufacture

7  Apart from the local availability of manufacturing resources (labor, materials, etc.) the
decision whether to invest in foreign manufacturing capacity will normally depend on such factors
as the political stability of the country being considered, the extent of government investment
grants and subsidies, legal matters such as the ease of patent protection, wage and other costs,
restrictions on the repatriation of profits and taxation.

Limitations on Foreign Investment

8  Foreign investment is commonly restricted by economic sector. Regulations typically (1)
reserve certain sectors of the economy exclusively to the state or its nationals, (2) permit a limited
percentage of foreign capital participation in certain sectors, or (3) define certain sectors in which
full or majority foreign ownership is allowed or encouraged. Most states close certain economic
sectors to foreign ownership. Among those most often closed are: public utilities, vital or strategic
industries, industries that are sufficiently developed, and medium-scale or small-scale industries
that can be developed by domestic entrepreneurs. Many states limit the percentage of foreign
investment allowed in certain economic sectors to encourage domestic participation in new
enterprises. South Korea, for instance, limits foreign equity participation in industries that are
labor-intensive’, use domestic raw materials, or are mainly oriented to the local market. Another
reason is to limit the influence that foreigners have in domestic political, social, and economic
affairs. Australia, for instance, limits the amount of equity ownership that foreigners may have in
its radio and television companies to 20 percent. Foreigners are often encouraged to invest in




sectors where local development resources are limited, where foreign investment will increase the
number of local jobs, and where the foreign export trade will grow. Developing countries,
especially, allow foreign capital participation in “pioneer” industries and in industries that are
capital-intensive, use advanced technology, increase employment, are export-oriented, and whose
products have a high degree of local value added.

9 A few countries limit the geographic areas in which foreign investors may conduct
business or own land. Argentina, for example, restricts foreign ownership of land and business
adjacent to its land and ocean frontiers. Chile does not allow foreigners to participate in coastal
trade, except for very small vessels. The right of a state to restrict foreign investment in
particular geographic area is respected by other states as an expression of the state’s sovereign

authority.
(1,293 words)

Notes

1. host country: in the context of foreign investment it refers to the country in which the foreign investment is

operated. (ZRi[H)

home country: in the context of foreign investment it refers to the capital exporting country. (Z<[H)

balance of payments: the accounts setting out a country’s transactions with the outside world. They are divided

into various sub-accounts, notably the current account and the capital account. The former includes the trade

account, which records the balance of imports and exports. ¢ [E Rt 37K f2)

4. dumping: the selling of goods abroad at prices below their marginal cost, which is often intended to clear the
goods in stock or gain an advantage over other competitors. ({5i&4)

5. labor-intensive: an industry or firm in which the remuneration paid to employees represents a higher proportion

of the costs of production than the cost of raw material or capital equipment. In the reverse case the industry or
firm is said to be capital-intensive. (%7zh2 4 fH)

W

Language Points

1. There are two basic types of international investment: direct international investment and portfolio international
investment. (Para. 1)
Portfolio here means list of securities, stocks, shares, etc.

2. The foreign direct investment, even if a minority holding, begin to raise the specter of foreign influence and
thus are the subject of greater governmental regulation. (Para. 1)
Specter means unpleasant and frightening mental image of possible future trouble. Here it is much synonymous
with worry or fear. e.g.
The specter of unemployment was always on his mind.

3. ...which might be necessary or desirable in order to exercise close control over local marketing, or where a
regional identity is necessary to create a credible image for the company. (Para. 5)
Exercise close control over sth. means carry out careful control over sth. Here close is an adjective, meaning
careful; thorough; detailed. e.g.
pay close attention to sth. (#4)%yEH )

4. Host country governments may turn a blind eye to low-price strategies intended to dominate local markets if ...




(Para. 5)
Turn a blind eye to sth. means pretend not to notice sth. e.g.
The manager turned a blind eye to the absence of his staff.
5. Local competitors may be considerably more sensitive to and react more vigorously against the actions of
foreign rivals than against domestic business. (Para. 5)
Considerably here means much, a great deal. e.g.
It’s considerably colder this morning.
Everyone of us has contributed considerably to the project.
6. ... depend on such factors as the political stability of the country being considered, the extent of government
investment grants and subsidies, ... (Para. 7)
Note that grant here means money from the government given for a particular purpose. Roughly it is a synonym
of subsidy (xph42). e.g.
You can get a grant towards the repair of your house.

Vocabulary

1. Words

acquisition [,zekwi'zif an] 7.
adjacent [a'd3eisant] adj.
allegation [.zeli'geif an] n.

ban [ba:n] n.

bloc [blok] n.

buoyant ['baiant] adj.
dumping ['dAampin] n.
entrepreneur [,ontrepra'na:] n.
equity ['ekwiti] n.

escalate ['eskaleit] vi. & vz.

export-oriented [‘ekspo:t'orrientid | adj.

fundamental [.fanda'mentl] adj. & n.
geographic [d3ia'greefik] adj.
managerial [maena'd3isrial] adj.
margin ['ma:d3in] n.

portfolio [pa:t'fauljau] 7.

prominent ['prominant] adj.
prototype [prautataip] 7.

repatriate [ri:'paetrieit] v.
repatriation [ri:paetrieif an] n.
sovereign ['sovrin] adj. & n.

2. Phrases

administrative cost
capital-intensive

equity capital
labor-intensive
medium-scale
overwhelming majority
public utility
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10.

raw materials JRA R
sovereign authority FE
to exercise control over Kifessiees AT

Comprehension Questions
‘ :

What are the two types of international investment or foreign investment?

How would you define the foreign direct investment?

What are the major forms of foreign direct investment?

According to the text, what the allegations are there against the outward foreign direct investment?

Are there any benefits resulting from foreign direct investment? Give some examples.

What are the specific motives for the individual firm to invest directly in foreign countries?

What are the factors which should be taken into account when making the decision whether to invest in foreign
countries?

In what ways the foreign investment is commonly restricted by economic sectors?

Which economic sectors foreigners are often encouraged to invest in?

Why is the right of a state to restrict foreign investment in particular geographic areas respected by other states?

Paraphrase

W
The classic indirect investment is the acquisition of a noncontrolling amount of stock on a public exchange or in
a private placement with no participation in management of the enterprise. (Para. 1)
The foreign direct investment, even if a minority holding, begins to raise the specter of foreign influence and
thus is the subject of greater governmental regulation. (Para. 1)
For the individual firm, specific motives for investing directly in foreign countries might involve
communication difficulties with local representatives, costly margins taken by independent distributors, and
escalating administrative costs connected with organizing foreign operations from the home base. (Para. 5)
Host country governments may turn a blind eye to low-price strategies intended to dominate local markets if the
firm involved is perceived as a domestic company. (Para. 5)
Developing countries, especially, allow foreign capital participation in “pioneer” industries and in industries
that are capital-intensive, use advanced technology, increase employment, are export-oriented, and whose
products have a high degree of local value added. (Para. 8)

Collocations
W
hold / keep / leave sth. in abeyance

(of a right, rule, problem, etc.) be suspended temporarily; not be in force or use for a time Ffe+++- BEATHA
A A&




The board of directors decided to hold / keep / leave the question in abeyance for a while.
keep / be abreast of / with sth.
level with, not behind 5j------3f, R L, A%&ET
You should read the newspapers to keep abreast with the times.
We have to adjust our marketing strategies constantly in order to keep abreast of the movements of the world fashion.
absolve sb. from / of sth.
declare sb. free from (sin, guilt, a promise, duty. etc.) 54 R 1 S
They said they would absolve us of the responsibility for late delivery.
accede to
a) assent or'agree, e.g. to a request or proposal S, A
Up to now 97 countries have acceded to the Vienna Convention on the Law of Treaties.
b) succeed to, e.g. an office, a post, a position of authority HAT, IR
The new king in Thailand has acceded to the throne.
accommodate
accommodate with
grant or supply sth. Hefit, ity
The bank will accommodate our company with a loan to help us out.
accommodate to
change or adjust sth. in order to fit or harmonize with sth. else 335N

You should accommodate yourself to the changed circumstances.

accord
accord with
match, agree with, be in agreement or harmony with fi ¢y, He-—3
Your behaviour does not accord with international trade custom.
in / out of accord with
agreeing / not agreeing with, in / out of harmony with 5+++++—Fy 5+ ~—F

His behaviour is in accord with his principles.

What you say is out of accord with the previous evidence.

account

for / on one’s account = paid by i+ INE-S

The extra charges for unloading the cargo are to be for / on our account.

on account = on credit iR, ik

I will give you $20 on account.

take ... into account = take ... into consideration % &%

Taking into account all the circumstances, he thought it wise not to say anything further.
on account of = because of T

The senator resigned on account of age and health.

take (no) account of = pay no attention to ¥ &/ NF &

We are requiring compensatory damages of $4,500. This takes no account of the inconvenience and loss of
prestige to which we have been exposed.

account for = explain the cause of f#F, Vi

His illness accounts for his absence.

be accountable to sb. for sth. = be responsible to sb. for sth. [ Xt N 5t




10.

11.

12.

13.

1y

2

3)

1)

2)

A mad man is not accountable to others for his actions.
accuse ... of ... = charge ... with [K[----- fe, e
The prosecutor accused him of theft and murder.
be accustomed to doing sth.
become / be used to > 1GAg++
The boy was accustomed to working in bad conditions and being badly paid.
acquaint sb. with sth.; acquaint oneself with sth.
make sb. familiar with, reveal to i+
The plaintiff acquainted his attorney with the facts of the case.
adapt to; adapt oneself to sth.
make suitable for a new use, need, situation, etc. &N
When you get to a new place, you must adapt yourself to the new circumstances as soon as possible.
adhere to
remain faithful to, support firmly "&¥§
Our government has always adhered to the principle of equality and mutual benefit in international transactions.
advantage
have the advantage over
have a better position or opportunity -+ HiH
Our company has the advantage over our competitors in production costs.
take advantage of
use sth. profitably, for one’s own benefit; deceive sb., play a trick on sb. FIH
He always takes advantage of the mistakes made by his rivals.

Discrimination of Synonyms

S S O P

accuse, charge, impeach

Accuse means to declare a person to be guilty of some offence or shortcoming. It is the most general word, may be
used in formal or informal, official or personal contexts. We often see it in the collocation “accuse sb. of sth.”.

An investigating committee may accuse an officeholder of wrongdoing .

Charge means to accuse formally, usually before a court. We usually see it in the collocation “charge sb. with sth.”.
The police charged the driver with reckless driving.

Impeach indicates to charge a person, usually a public official, before a competent tribunal with treason or other
high crime. We often see it in the collocation “impeach sb. for / of / with sth.”.

The committee decided to impeach the president for abusing the power.

assert, allege, affirm

Assert means to state with some force or conviction.

She asserted that she was innocent.

You are too timid, and you must try to assert yourself more.

Allege means to state without offering proof. The aim of alleging is to learn the truth by proving or disproving
the claim made.

The prisoner alleges that he was at home on the night of the crime.




