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International Business II

Tasks

Suppose you -are Mr. Zhou, General Manager of Shanghai Fashion
Group, dealing with issues of establishing a joint venture with foreign
investors. To accomplish your tasks, you should be able to:
®  Understand the composition of a joint venture ,

m  Understand the basic procedures for setting up a joint venture

®  Understand the responsibilities and obligations for each joint venture
partner

m Understand the basic terms in a joint venture agreement

I | Listening

R—

Mr. James Green is the project manager with Lausanne Corporation, a British
leading apparel company which has been exporting its products to China for quite a
long time. The company is considering setting up a joint venture in China. You receive
Mr. Green's phone call from London explaining his idea of establishing a joint venture in
China.

Study these cue words and phrases before listening to the tape recording.

Task .

Warm up with these words and phrases

JV an association of two of more businesses established for a
special purpose

critical a critical time, factor, or situation is extremely important
profit margin ratio of income to sales
investment an investment is an amount of money that you invest, or the

things that you invest it in

-

pour if people pour into or out of a place, they go there quickly and
in large number

competitor a company’s competitors are companies who are trying to sell
similar goods and services to the same people
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settle in when people settle in a place, they start living there
permanently
documentary a documentary is a television or radio prbgramme, or a film,

which shows real events or provides information about a
particular subject

destination the destination of someone or something is the place where
they are going or being sent

Task B Listening Comprehension . Listen to this tape recording
and fill in the blanks

James. You see, we have been (1)  our products to China for some
years and the market there is (2) rapidly. To better serve the
(3) market and to increase our (4) , maybe it is time for

us to set up a company right there in China. Actually, some of our
competitors are making ~ (5)  already in China.
Mr. Zhou . You are right. Apparently a growing number of (6) firms are
(N into China, and the investment environment has improved a
lot since our country first (8)  tothe outside world in 1979.
James: 've seen some (9) programs about doing business in China and
it seems to me that Shanghai is among the best choices for investment
(10) . ltis critical for the success of the company to choose an
1) place to settle in and develop. That is why | am thinking of
your company. You have a very good location. Besides, | think we

need to have people who have a good (12) of the local market
and are also familiar with the investment (13) , the (14)
for getting things done, and so on.

Mr. Zhou I'm glad to hear it. What is on your mind? | mean, how are we going to
go about it?

James: | think the first issue is to decide how big the joint venture should be,
and as (15) in the joint venture, how we are going to make our
_(16) . Idlike you to consider these issues and | will (17)

next week to do some (18) and | think we can talk it over then.

Task ¢ True or False. Listen to the tape recording again

Listen to the conversation again and decide whether the following statements are
true or false. Choose T if you think the statement is true and F if it is false.
T/F 1. Lausanne Corporation has been exporting goods to China for only a short
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T/F
T/F
T/F
T/F
T/F

T/F
T/F

I, Speaking

period of time.

It is more profitable to trade with China than to invest directly in China.
Competitors of Lausanne Corporation have not invested in China yet.

China’s investment environment hasn't been changed much.

Shanghai is not a good place to invest.

The company will benefit from having a local company as their joint venture

® 0~ W N

partner.
7. The size of the joint venture is among the first issues to be decided.

8. Mr. Zhou is going to visit James next week.

Task A Situational Dialogue 1

Mr. Zhou is in his office at nine o’clock in the morning. He is expecting to meet with

Mr. James Green, who arrived at Shanghai late last night. They will discuss all the key
issues concerning establishing the joint venture.

As a general manager, do you know what to discuss with him? Your aims will be.
v Find out what your partner wants

v Give him some necessary suggestions and ways of doing business in China

v Let them know what you want from the cooperation

The following words and patterns may help you with your job.

get down to business  _ seek

contribution partner

capital funds manufacturing

stake domestic market

channel overseas market

infrastructure investment
machinery

Task B Situational Dialogue 2

Mr. Zhou is lalking with Mr. James Green, project manager of Lausanne

Corporation. They are discussing the investment environment in Shanghai as well as in
China.
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As a general manager, do you know what to discuss with him? Your aims will be.
v Give him the information he wants

v Give him some confidence in doing business in China

v Emphasize the things that concern him the most

The following words and patterns may help you with your job.

infrastructure as far as municipal favorite
efficiency experiencing transparency complete
random ready for:use

Task ¢ Role Play Activities

Work with a partner. One of you will take part A. The other will take part B. Make
up a short conversation based on the following information.

Next day, A (Mr. Zhou) is talking with B (Mrs. Jane White), the Vice General
Manager of Valunsadio Fashion Company, USA. They are talking about the possibility
of setting up a joint venture manufacturing sporting appare!, with a total investment of §
5 million. Apart from technology and capital funds, Mr. Zhou's company wants the
foreign investor to bring in management to enhance the competency of the joint venture
company.

Task # Read the Passage and Try to Retell It

Mr. Jame Green is reading China Daily, a nationwide English newspaper issued in
China. He s interested in an article, that explains the general procedures for
establishing a joint venture in China. The following is an excerpt from the article.

It is naturally most important that foreign investors understand the procedures which
need to be followed in order to establish foreign-funded enterprises in China. The
regular steps which must be taken in this regard are as follows.

(1) Choice of Projects, Cooperation of Partners

The logical first step to take for foreign investors is to decide upon a project.
Foreign investors have two options to choose from in this respect; they may chose a
project proposed by enterprises or institutions across China, or they may propose
investment projects by themselves.
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If the first option is taken, it should be noted that institutions and enterprises across
China have proposed numerous projects, some of which have government approval,
and some that do not. Therefore it is best to select those projects which have been
officially approved in order to secure the approval of the relevant authorities.

The second option requires awareness as to whether the chosen project conforms
to China's industrial policies, and whether the project belongs to a field which they are
officially allowed to invest in.

In addition to this, attention should be paid to attaining reliable Chinese partners for
investment. When applying for joint ventures or cooperative ventures, it is the
responsibility of the Chinese partner to submit the application for the establishment of
investment projects to the competent authorities for approval.

For wholly-owned foreign ventures, investors should seek assistance from the
consultants who shall assist in the establishment of the presence in China.

(2) Submission of Feasibility Study Reports and Relevant Official Approval

Investors in a joint venture or a co-operative joint venture can only mount a
feasibility study on a project once the application for establishment has been approved.
A feasibility study report usually needs to contain the following ten items. outline of
implementation, background and history of the project, marketing and production
capacity, materials and inputs, site location, design of project, organisational costs,
construction arrangements, financial and economic assessments, foreign exchange
equalisation and assessment of risks.

(3) The Signing of Contracts and Charters of Association in addition to Relevant
Official Approval

Once the feasibility study is approved, the respective partners in equity or co-
operative joint ventures can get down to the matter of addressing contracts, charters of
association and other legal documents.

In the case of equity and co-operative joint ventures, it is the responsibility of the
Chinese partner to submit the contracts and charters of association for approval by the
competent authorities. When the charters are approved, the authorities will issue a
certificate of approval for the foreign-funded enterprise.

In the case of wholly-owned foreign enterprises, a formal submission of the
charters and other documents may be made after the initial application has been
approved. Once again, certificates will be issued if this formal application is
successful.

(4) Registration

After the contract and charter of association have gained approval, foreign
investors and their cooperative partners should apply for registration with the industry
and commerce administrative authorities within 30 days. A business license will be
issued to all parties when the registration is completed.
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task B Words and Phrases Understanding

Check if you understand the following words and phrases from the above passage.

foreign-funded enterprises
wholly-owned foreign ventures

feasibility study report
foreign exchange equalization _

contract
Charters of Association

Task C  Reading Comprehension
Questions 1-8 are based on the information from the above reading material. Read

the passage again and answer the questions.

1. How many options do foreign investors have in deciding on a project to undertake”
Answer .

2. Why do foreign investors have to select officially approved projects?
Answer.
3. What does a feasibility study report basically contain?

Answer.
4. What should be done after the contract and charter of association receive approval?

Answer . .
5. What are the three forms of foreign investment enterprises?

Answer.
6. What are the regular steps that must be taken to establish foreign funded enterprises
in Chinav

Answer
7. If foreign investors propose their own project, what are the criteria for the project?

Answer.
8. From whom can wholly-owned foreign ventures get help concerning the
establishment of a venture?

Answer:
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Vv, Writing

Writing Guide—Memorandum

# A memorandum is a written report that is prepared for a person or committee in
order to provide them with information about a particular matter.

# Use short sentences and short words that everyone can understand.

& Arrange the points in order of importance. Decide which points are irrelevant and
should be left out.

& Put each idea in a separate paragraph. Number each of the paragraphs if it will
help the reader understand better.

Task A

Write a memorandum. Mr. Zhou is expected to write a memorandum for the Board

of Directors meeting tomorrow regarding his discussion with James in Speaking Task
A. The memorandum can go like this:.

Shanghai Fashion Group
Memorandum
To: Board of Directors
From. Zhou Heping, General Manager
Date: 28 February 2004
Subiject. Joint Venture with Lausanne Corporation
} have discussed with Mr. James Green concerning the . ..

Writing Guide—Letter of Intent

®

A letter of intent is a written statement expressing the intention of the undersigned to
enter into a formal agreement, especially a business arrangement or transaction.
A letter of intent is not a contract and cannot be enforced; it is just a document
stating serious intent to carry out certain business activities.

Include in the letter of intent the time frame of the agreement.

Specify the key issues upon which the undersigned have agreed.



