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Preface (1)

Wang Qingcheng |

Ever since 1970s, the analysis methods and analysis technique of the
latest research fruits in the fields of modern microeconomics such as
information economics, principal-agency theory, transaction cost theory,
property rights theory and so on, have been applied widely in the research
of the corpofate capital structure. The capital structure theory attracted
more concerns on how the corporate capital structure influences the
corporate governance structure through financial institution than how the
corporate capital structure influences the corporate value and capital cost
with the technique of financial analysis. It is really a rapidly developing
research domain of corporation finance and modern microeconomics,
however, it has not formed a complete theoretic system in this field till now.
During the process of the reformation of Chinese state—owned enterprises,
we deeply realized that it is an urgent task to perfect the governance
structure by perfecting the capital structure of the state—owned enterprises.
Dr.Zhang's new book, The Governance Effect of Capital Structure of
Chinese Listed Companies, is such a theoretical achievement of systematic
study in this field.

Following the request of socialist market economic, borrowing
experience both at home and abroad, using the latest research fruits in
modern microeconomics such as transaction cost theory, property rights
theory, principal-agent theory, stakeholders theory and capital structure
contract theory and so on synthetically, along the way of "theory research to

actuality analysis to countermeasure research”, this book studies how the



capital structure of listed companies is governed and brings forth some
insight theoretical viewpoints and policy suggestions. To my opinion , there
is the following feature in this book:-

Firstly, it establishes a theory analysis framework to study how the
capital structure influences its corporate governance structure. The
corporate capital structure is a major aspect of the corporate governance
structure. ' The efficiency of the corporate governance structure mainly
depends on the perfection of the corporate capital structure. Since 1994, the
reformation of state—owned enterprises has stepped into a stage of
constituting the modern enterprise system, as a result, a set of modern
corporations have come into existence in these ‘years. However there. are
still some common problems on the aspect of governance structure even in
these reformed state~owned corporations Such as the lack of the
state—owned investors, the interference of the government administration,
the faultiness of operator's reward incentive institution, the morbidity of
exterior governance system, and the severity of the insider control
phenomenon, etc. One of the important reasons for these problems: is the
faultiness of the corporate capital structure. There exist malfunction
problems both in the equity governance and debt governance. Therefore,
how to perfect the governance structure by perfecting the capital structure
of the state—owned enterprises has become a most concerned problem in
industry field. In recent years, although the problems of corporate capital
structure and its governance structure were always the focus topic in
academic research, few people combined these tow points for further study.
This book makes a systematic exposition on how the choice and regulation
of eorporate capital structure “influences its governance structure by
adopting the analysis model of "corporate capital structure to the behavior
of the stakeholders to enterprise value" In addition, this book enriches and
develops the connotation of the following concepts in theory:  the
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stakeholders, the corporate ownership arrangement, corporate governance
structure and corporate capital structure, etc.

Secondly, this book makes a comprehensive and objective analysis
and judgment on the present situation of how the capital structure of listed
companies is governed. There are two breakthroughs in this book compared
to the present relative research. On one hand, it takes into account not only
stock right structure, but also the debt right structure and manager's
ownership in the interpreting variables. On the other hand, it considers both
the return rate of net assets and other financial indexes of performance
measurement in the interpreted variables. Furthermore, it analyzes why the
governance effect of capital structure is inefficient from tow aspects,
dissimilation of the objects and defects of the institution.

Thirdly, this book brings forward a set of countermeasures and
suggestions with high applicable value. Following the request of socialist
market economy, borrowing international experience, in the view of the
financing institution, the property rights institution, the debt restriction
institution,. the operator's reward incentive institution and the financing
power arrangement, this book plans a set of institution arrangements to
optimize the corporate capital structure and consequently to perfect the
corporate governance structure of the Chinese listed companies creatively.

Finally, this book develops the study well along the way of "theory
research to actuality analysis to countermeasure research". As for the
research method, it combines the theory and the practice, integrates the
normative analysis method and positive analysis method, especially applies
the institution analysis method, regarding the institution as an endogenesis
variable in the research. As for the research model, it follows the logic of the
Stakeholders cooperation , adopts the analysis model of "corporate capital
structure to the behavior of the stakeholders to enterprise value", which

reflects the inner request of modern market economy.
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In conclusion, Dr.Zhang's new book, The Governance Effect of Capital
Structure Of Chinese Listed Companies, is a successful work, which
combines the study on corporate capital structure and governance structure
with high theoretical and applied value. It shows that the author is well
grounded in financial theory and economics as well as very talent in
thinking. I wish Mr. Zhang makes persistent efforts and attains more
achievements in this research field.

Beijing
Spring, 2004

(The author is the professor of the accounting department in the
business school of the Renmin University of China, vice director of the
Finance and Accounting theory research Institute, vice chairman of the
National Budget Accounting Association, vice chairman of the National

College Finance Association.)
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Preface (2)

F Guo Daoyang

I have ever béen the master supervisor of Zhang Zhaoguo. Now I am
very gratified to see the publishing of his new book, The Governance Effect
Study of Capital Structure of Chinese Listed Companies.

Mr. Zhang is a promising and industrious financial expert. His initial
academic record is just a graduator of a finance secondary school. but he
achieves a series of goals by working diligently. Ultimately he got a Doctor's
degree and was awarded the title of professor at Wuhan University. In
addition of the heavy tasks of teaching, he devotes himself to his own
research field and explores the theory persistently. He has issued over 180
pieces of the research papers in some outstanding magazines such as the
Accounting Research, the Auditing Research, the Finance Research, the
Soft Science of China and Financial & Accounting, etc.Moreover, he has
published more than 20 academic monographs, teaching materials and
reference books. I am really pleased to see his fruitful achievements and
gratified by the publishing of his new book, The Governance Effect Study of
Capital Structure of Chinese Listed Companies.

At present, the reform of Chinese state—owned enterprises is in a severe
peried.  One of the important causes is the imperfection of governance
structure of these enterprises. Not to mention the governance structure of the
other forms of state—owned enterprises, even in the reformed state—owned
corporation, there exists the difference to the requirement of the modern
enterprise system. Anyhow the formation of effective corporate governance

structure is based on the effective capital structure. Therefore, it makes
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significant sense to study and resolve the problem of the governance structure
of state—owned enterprises from the aspect of capital structure. The new book
of Mr.Zhang, The Govemance Effect Study of Capital Structure of Chinese
Listed Companies, is such a systematic and innovative research fruit in this
research field.

This book is based on the research and analysis of the existing theories
on fhe corporate capital structure and corporate governance structure since
1970s. It adopts synthetically the latest analytical methods and techniques
in the fields of modern microeconomics such as transaction cost theory,
principal-agent theory, property rights theory, stakeholders theory and so
on. It demonstrates theoretically how the choice and regulation of corporate
capital structure influence it's governance structure and establishes a theory
analysis system, which offers a new analysis angle and analysis method to
the research of the corporate capital structure and corporate governance
structure. It also analyses and judges the situation and influence factors of
capital structure governance effect of Chinese listed companies
comprehensively and objectively. Combining the theory and the practice,
following the development request of socialist market economy, borrowing
the international experiences, emphasizing the institution arrangement, this
book brings forth a set of policy countermeasures and suggestions which
have practical significance of optimizing the c.apital structure and
consequently perfecting the governance structure of the Chinese listed
companies.

In a word, Mr.Zhang's new book, The Governance Effect Study of
Capital Structure of Chinese Listed Companies, is an excellent learning
monograph with profound meanings, plentiful content, ﬁrecise viewpoint,
thorough analysis, strict logic, fluent writing style and innovated idea,
opinions and suggestion. I believe that the readers will learn a lot from this
book.



Certainly, the research for the governance effect of capital structure is

e —r—————— |

an exploring work, it requires further study in this field. Ihope Mr.Zhang'

will engage in further research in this field and achieve much more

research fruit in the future.

‘Wuhan
Spring, 2004

(The author is the professor of the accounting school in the Zhongnan
University of Economics and Law, doctor supervisor, vice chairman of
Accounting Association of China, honorary chairman of the Accounting
Professor Association of China, member of the expert group of the National
Social Science Fund.)
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Preface (3)

Zhang Zigang ‘

Mr.Zhang's new book, The Governance Effect Study of Capital
Structure of Chinese. Listed Companies, is a fruitful achievement during his
study of the Ph.d. degree. It's a profound research and summary of his
doctoral thesis and a series of his published papers. As his doctor
supervisor, I am pleased to see the publishing of this book. Meanwhile, I
can feel how difficult the research subject is and how diligently the author
works.

This book consists of 3 sections. The first section is theory research,
which ranges from chapter 2 to chapter 4. In this section, it expatiates
comprehensively and systematically on how the capital structure influences
the governance structure, which offers a new analysis angle and method for
the study on corporate capital structure and corporate governance structure.
The second section is actualities analysis, which consists of chapter 5 and
chapter 6. In this section, it makes a comprehensive and objective analysis
and judgment on the actualities and influence factors of the capital
structure governance effect of Chinese listed companies. The last section is
couniermeasure research, which consists of the last 3 chapters. In this
section, it emphasizes the financial power arrangement, the property rights
institution,  the financing institution, the operator's reward incentive
institution and the debt restriction institution. Following the request of
socialist market economy and borrowing the international expeﬁences, the
book brings forth a set of valuable policy recommendations and

countermeasures of optimizing the capital structure and consequently



