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FOREWORD

As one of the most typical and active economic activities, in-
vestment at present in China is booming at an unprecedented pace
and on an unprecedented scale, which greatly invigorates such an
age-old nation as China in her fostering and constructing her market
economy and her capabilities for participating in the great circulation
and competition in international economy. Since China's economic
reform and opening to the outside world ,we have radically acceler-
ated the pace of the construction of our socialist modernization
through extensively absorbing foreign capital and acquiring ad-
vanced technologies.

Investment ,as the outcome of capitalist mode of production,is
a kind of economic activity in the market economy ; yet,as intellectu-
al knowledge,it is the civilization and intellectual wealth jointly cre-
ated by all mankind. Since China is one of the world family mem-
bers,we should take an active part in studying,absorbing and using
the experience of the developed nations in investment to develop our
national economy. However,in present severe international economic
competition, We should not shut our eyes against the facts that
China's market system remains far from perfect,our scientific and
technological levels,the operation and management of our domestic
enterprises are no match for developed countries of Europe,U.S. A
and Japan,so is .Chinese investment . Compared with those devel-
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oped nations ,even with many developing countries,the knowledge
structure and quality of us investment managerial personnel lack in-
ternational competence. A case in the point is that few people en-
gaged in theoretical study or practice of investment are able to con-
duct investment activities directly in fluent and specialized foreign
languages ,which both obstructs our absorbing the advanced invest-
ment experience of foreign countties and restricts China's invest-
ment profit and growth. Past years have seen constant increase in
publications by China's theoretical workers of investment. Yet, we

feel it a shame that there should be no * English for

Investment” specialized English just like English for finance,
foreign trade and tourism,etc. After years’ devoted study,Comrade
Gui Guo —ping has compiled this ”English for Investment” which
will definitely be constructive to perfecting knowledge structure of
the specialized personnel of China's investment ,in particular to edu-
cating a generation of specialized investment personnel of high
standing and international competence .

Investment as a science is highly specialized and operational.
The compiling of an “English for Investment”satisfying the man-
agerial needs of our country requires remarkable specialized knowl-
edge in investment,a good command of the English language and
necessary practice in international business operation. Chinese in-
vestment scholars had long been suggesting that the book be com-
piled ,only that we did not find the scholar possessing all the above-
mentioned three qualifications simultaneously. Comrade Gui Guo-
ping ,M. A. of English, had long been abroad and undergone the
practice in most activities of international investment. He had been

teaching advanced English after his return to China. In the past
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years he has been devoted to the study of investments . He is so
knowledgeable about investments that he has become an instructor
teaching subjects on investment in the investment department of
Wuhan University. With his special experiences , willpower and
sense of responsibility, the present ” English for Investment ” has
come out ,which is worthy of our congratulation .

No doubt ,as China's pioneering ” English for Investment ” , the
book is a kind of exploration . With the vast domain and diversified
modes and practices of modern investment and limited reference ma-
terials, there are short-comings with the book's contents selection
and acceptability of the terms and expressions ,which shall be sub-
.ject to correction by experts and scholars engaged in investment the-
oretical study , practice and education. I am positive that , with ex-
tensive and joint efforts the present ”English for Investment”as ma-
terial for educating high-grade specialized investment workers will
grow more and more perfect , which will in turn contribute to
China's specialized investment workers' entering into a vaster do-

main of investment.
Zhou Dao- jiong

Oct. 16,1993
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CHAPTER 1

INVESTMENTS AND
INVESTMENT MANAGEMENT

In Marxism, investment is both an economic and a historic cat-
egory. Investment takes on the form of real property investment
and securities investment, which is the product of productive social-
ization of the development of capitalist economy, in a socialist mar-
ket economy, it is playing an even more important role. The confu-
sion about the definition of investment proves to be one of the fac-
tors for economic disorder.

Since there are various schools of investment theories in the
world, the scholars see investment in different lights and investment
itself has various forms and approaches. It can not be too important
to clarify the term, especially the investment we mean in China's

construction of socialist market economy.

1. 1 Investment

Investment should be classified into investment in broad sense
and investment in narrow sense. The investment in broad sense
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should cover financial securities investment and real property, while
in narrow sense, it refers to real property investment only. Howev-
er, the multi —leveled definitions concerning real property invest-
ment and investment in securities should be further given.

I. Investment in broad sense can be defined as following :

Investment is a process of capital formation and monetary pay-
ment with the expectation of repayment in which the investor aim-
ing to achieve anticipated returns or profits in a given period con-
verts his income into asserts. In capitalist society, it is a process of
surplus capitalization ;in socialist society , it is a process of conversion
from surplus products to accumulation. The investment in broad
sense may widely refer to all investments in finaneiel securities and
(real property)investment. Productive investment and none — pro-
ductive investment (fixed assets investment and liquid asset invest-
ment). Such definition is the combination of scientific elements of
the Western investment theories and that of Chinese scholars. It has
the merit as following: .

First, it clarifies that the investor”aims to achieve anticipated
returns and profits”, the returns may refer to appreciation of inter-
ests . dividend and capital stock and profits on investment, while the
latter stands for none—productive investment.

Second , it clarifies that it is ”in a given period” , as none of the
anticipated return or profit can be independent of concept of time,
Once independent of concept of time, all the returns and profits
shall lose their sense.

Third, it clarifies that investment is the conversion into assets
from income. Income may broadly refer to national income, finan-

cial revenue, the capitalist's profits. the accumulation of socialist
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state — run enterprises and individuals' income from labor wages.
Assets may broadly mean real property and financial property. tan-
gible assets and intangible assets. The conversion of income into as-
sets, in capitalist society is the surplus capitalization, while in social-
ist society. it is the conversion from surplus products to accumula-
tion,

Fourth, it clarifies that investment is ”a process of monetary
payment with the expectation of repayment”as in the first place, in-
vestment is conducted for the sake of anticipated returns or profits,
its input in currency is but a monetary payment with the expectation
of repayment in hopes of bringing about appreciation ;in the second
place, the payment with the expectation of repayment is only the
beginning of investment, a starting point. after the said payment
the monetary movement covers a process of capital formation such
as the growth in premises, machineries and equipment, vehicles,
technologic achievements and new materials in stock, ect.

I. The investment in narrow sense, exclusive of investment
in securities, particularly refers to industrial investment, which may
be defined as: »

Investment is a process of assets formation and monetary pay-
ment with the expectation of repayment in an effort to increase the
returns or profits with the funds put into the construction of assets
such as newly added premises, machineries and equipment, vehi-
cles, technologic achievements and new materials in stock so as to
build up new productivity, maintain and make up existing produc-
tivity or directly or indirectly serve the construction of social repro-
duction.

Such a definition covers both productive investment and none—
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productive investment ; both fixed assets investment and liquid assets
investment; both investment of expanded reproduction and invest-
ment of simple reproduction. However, the following explanations
should be further given to the definition:

A. Investment is used for the construction of social reproduc-
tion, directly or inderectly, or for building up new productivity or
maintaining and making up the existing productivty. Investment is
not for ordinary production but for creating and maintaining produc-
tivity.

B. Investment is a kind of economic activity which takes on the
increase in expenditure and construction of assets investment, vehi-
cles, technologic achievements and new materials in stock. The
technologic achievements hereby may covers liquid assets invest-
ment.

C. Investment is a process of capital formation and monetary
payment with the expectation of repayment aiming to achieve in-
crease in returns and profits for the assets accumulation , mainly the
accumulation of physical assets.

In order to give a clear definition of the relationship between
the investment in securities and investment (in narrow sense), it is
necessary to add the following to the above definition .

In circumstances where production is highly socialized and
credits are highly developed, which leads to investment in securities
as the indirect investment in industries, investment also assumes a
process of monetary payment with the expectation of repayment in
which the money owner lets out the right to the use of money to
buy securities of equal value, which is expected to bring about ap-

preciation. In this case, investment is divided into investment in se-
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curities and real property investment. Securities, as the means of
fundraising of the industrial capital, realize their characteristic circu-
lation in financial market in the form of equal -certificates
(securities). It is real property investment that is the very bearer of
the investment whose use value is fixed in production process. It
carries out production of surplus value (surplus products in
socialism) with interest or dividend as part of the surplus paid to se-
curities investors as the remuneration for letting—out of their right

to the use of money.

1. 2 Fixed Assets Investment and its Management

Fixed assets investment is the capital payment with the expec-
tation of repayment for the reproduction of fixed assets, and is the
workload of construction and purchase of fixed assets in the form of
currency. The management of fixed asserts is a series of economic
activties in investment decision making, planning, organizing, coor-
dination and surpervision, including management of investment
planninng, design management, execution management, financial
management, capital management, materials management and
statistic management. To a specific investment project, a series of
complexed and delicate work should be done in phases from invest-
ment decision —making to identification, layout, survey and design,
planning and arrangement, materials supply, construction organiza-
tion, completion examination and acceptance and the commissioning
operation. These works are conducted respectively by various de-
partments and units, which calls for systems, policies and provi-
sions of the management that go with the objective laws for the
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smooth going —on and close coordination. All the specific invest-
ment projects make up investment activities of a society. Macro-
scopically , work should be done for rational arrangement of invest-
ment scale, its structure, its layout and other work related to in-
vestment. The combination of such microscopic management and
macroscopic management consists of the full coverage of investment
management.
I . Construction Procedures:

Fixed assets investment is always embodied in the construction
of a project. Countries in the world stipulate various construction
procedures for project owners to go through. According to Article
6. Chapter B of "the Law of the People's Republic of China on
Fixed Asseets Investment” , to execute an investment project, the
owner has to go through the following formalities

A) Preparation, examination and approval of project proposal.
The obtaining of the said project proposal refers to project identifica-
tion. Feasibility study report, preparation of project design can not
proceed without identification of the project:

B) Submission. examination and approval of the project de-
sign. The obtaining of the project design stands for decision —mak-
ing which is followed by the preparation of preliminary design docu-
ments;

C) Submission, examination and approval of the preliminary
design documents. The execution of the project can not start unless
the approval of the preliminary design documents is obtained
(preparing the design of shop drawings, three access and one level-

access to roads, to water and to electricity supply and level-

ing
ing of the work site) ;
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D) Submission, examination and approval of the application for
execution commencement, the construction project can not be listed
in the annual plan,nor can the execution start unless the said appli-
cation 1s ratified;

E) Completion examination and acceptance. The construction
project, when fully completed and found in conformity with the de-
sign is subject to completion examination and acceptance;

F) Later appraisal. The project appraisal shall be conducted
two years from the completion and putting into operation of the pro-

ject.
Words and Expressions

industrial investment = V3 B¢

equity investment HEFRFR W

school n. JIK,2E Ik

in different light PARFE IR

investment in broad sense X IRHF

investment in narrow sense 3¢ ¥

securities n. iFHF

anticipated returns FRHARIU AR

monetary payment with expectation of repayment 5%l 23]
BT A

surplus capitalization R &R EF A

productive investment A PR BT

fixed assets [ E H™

liquid assets W BIF =

appreciation n.H{{E



