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School of Economics and Management(SEM) of Beijing Forestry University (BFU)
launched Cultivating Talents Programs including Innovation Team Project , Publication
Program , Award Program and Forum Project , which aims to enhance the research
team of school, to cultivate young faculties in economics and management to output high
level benchmark achievement.

Cultivating Talents Program-Publication Program provide support to manuscript
with significance or critical application value or prospective, or with original idea or
innovative system mainly agro-forestry economics and management field and other fields
completed by school faculty members

Publication Program acknowledge the great support of Mr. Liang Mingwu ( Vice
president of Beijing Oriental Garden Shares Co. Ltd), Mr. Yu Fangran (Chairman of
Changjiang Copper Product Co. Ltd in Miluo city) and China Forestry Publishing House.
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Foreword

Over the years, School of Economics and Management (SEM) of Beijing Forestry
University (BFU) has made a great progress with an aim of building and fostering the
national key discipline - forestry economics and management. We seize the opportunity;
deepen the reform, aiming at the development of frontier subjects and gather all the
wisdom and inspire all available resources and energy of teachers and students. We realize
a scientific development, going forward with the times and people-oriented in teaching,
research, personnel training and social service. In 2010, SEM got a breakthrough of
history because we got 7 major projects from National Natural Science Foundation
project, the National Social Science Fund and the Ministry of Education, Humanities and
Social Science Fund and other national projects. About 33 papers were cited by SCIEI
and ISTP, with students winning the National Advanced Course Collective and more
than 58 provincial level of academic competition awards. Four new programs of graduate
studies were approved including Master of Business Administration (MBA), Master of
Applied Statistics, Master of Accounting, Master of International Business. All the above
achievements have laid a good foundation for the reform and development of SEM.

In order to further promote the development of college in the Twelfth Five-Year
Period, from 2010, the college plans to use five years to promote Cultivating Talents
Programs. The plan includes Innovation Team Project , Publication Program , Award
Program and Forum Project. Innovation Team Project aims to focus on economic
management in forestry and other disciplines which have advantages and potentials to
highlight the building of the key leader in team and personnel training, highlighting the
high level output of the principle of the landmark achievements and provide funds to the
formation of research teams in the selection of the best research. Publication Program
is to encourage academic innovation, disseminate of academic thinking, and expand
academic impact of SEM by funding the publication of academic achievements made by
teachers. Award Project aims to guide and encourage the teachers to apply for high-level
scientific research projects, and academic achievement of high level, encourage teachers to
care about development of the institute by taking an active part in university teaching and
research work . Forum Project aims to create academic atmosphere, strengthen academic
exchanges and combine academic intelligence by expanding academic horizons and
holding various forms of academic forums.

Publication Program is an important part of Cultivating Talents Programs , which
will put emphasis on economic management disciplines with the scope of all various
disciplines in SEM. As we all know, forestry economics and management assumes an



Foreword

increasingly important responsibility for personnel training and scientific research in the
national ecological construction, low-carbon economic development and construction of
modern forestry system. Forestry economics and management of BFU, as the only nation
greatly supported in all similar universities, has formed an academic system of the forestry
economy with Chinese characteristics with long-term accumulation, and played an active
role in the development of economic management disciplines and participation in national
forestry major issues and hot issues of frontier. To promote academic development and
enhance academic services to the community , economics and management disciplines of
BFU are working to carry out systematic study on forestry economic system theory and
continuous study on major forestry economics issues, trying to summarize and sort out
the Chinese forestry economic development in both theory and practice to play a better
role in guiding the development of forestry in China.

Publication Program will make a comprehensive introduction of the latest
achievements in forestry economics and related disciplines to the society , including
forestry management based on economic theory, economic priorities and hot issues in
forestry, domestic and international comparison of forestry economics and policy, as well
as economics, management and policy studies on the latest academic achievements in
the forestry aspects of the application. All of these works include the latest work based on
doctoral thesis of young teachers and the latest scientific research of teachers of SEM.

The publication does not seek a systematic integrity in the content and form, just to
put more on innovative and exploratory research, particularly focuses on the relationship
of forestry development in new period and sustainable economic and social development,
including the global climate change in response to the economic and environmental
policies, China’s current reform and development related to forestry and ecological
environment, etc.

These works are mostly works of young research workers in forest economics of
SEM of BFU. They may not be quite complete and there may be different point of view
in the academia, but our purposes are to make the research of forestry economics more
prosperous, encourage academic innovation, the courage to explore major issues of
forestry economy and better economic development of China’s forestry services, which
will give chances to young researchers in forestry economics to publish their achievements,
and push the exchanges and communication and contention to improve their academic
standards for laying a base of talents for forestry development in China.

President of Beijing Forestry University
Song Weiming
May 16, 2011
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Preface

Entrepreneurship based on technology is the key part of technology innovation
activities and the main way of flourishing technology activities of one country. In recent
years, entrepreneurial enterprises based on technology are active in every sector of
national economy, and have grown to be the tower of strength of economic development.
Certain data shows, about 50% of entrepreneurial enterprises have disappeared in the
first 3 years, others 50% would disappear again in the followed 5 years, and only few
enterprises would be existed in economic depression in the last 1/4. There are no effective
governance structure is the important cause which made the entrepreneurial enterprises
to be short-lived. Therefore, Scholars face a new problem, namely, what is the intermal
relation between entrepreneurial enterprises financing and corporate governance, what is
the mechanism of the effect of financing on corporate governance, and whether we can
test them based on data in reality of China. The answer and solve of the problems above is
the basic focus of attention of this book.

Entrepreneurial enterprises financing, corporate governance and governance effects
have its inner logic.Because of the incomplete contracts of entrepreneurial enterprises
financing, it has composed of the contents of corporate governance by its items, which
affect the level of incentive and constraint of various bodies of entrepreneurial enterprises,
decide the configuration of control rights, determine the influence of efficiency of principal-
agent relationship and the lower of agency costs, and then reflect by the effect of corporate
governance. The normative and empirical analyses of this logic are the main duty of this
book.

This book is the summary of my research results in these years. In recent years, 1
have been studying the effect of financing on corporate governance in entrepreneurial
enterprises based on technology, and have thinks system about this issue with financing
as the focus of attention. These system think have published in Journal of Beijing Institute
of Technology, Research of economics and management, economic theory and economic
management, Guangming Daily et al.

The main research work and the results are summarized as follows:

First, entrepreneurial enterprises financing, corporate governance and governance
effects have its inner logic. The paper points out that the essence of entrepreneurial
enterprises based on technology is an integrated device of pricing device of entrepreneur
as special assets and pricing device of technology. The essence decides the incomplete of
contract of entrepreneurial enterprises financing, thus links corporate governance and
entrepreneurial enterprises financing together. The logic is described above.



Second, entrepreneurial enterprises financing has unique mechanism which
influence corporate governance, and bring governance effect. The unique mechanism
is that financing contract leads to the formation or change of special lease provisions
(incomplete contracts), ownership structure and social capital, and then creates unique
incentive and restraint mechanism, control mechanism, reputation mechanism, etc. The
implementation of these mechanisms affect the entrepreneur's enthusiasm for work, the
extent of investors to participate in enterprise management, the control of the enterprise
between entrepreneurs and investors, and then influences the performance and growth
of entrepreneurial enterprises according to the best level of work and optimal decision-
making. As the contract is different from each other, the mechanisms of producing
governance effects of equity financing, debt financing, convertible securities financing are
also different.

Third, entrepreneurial enterprises financing has governance effect in reality, while the
external environment has no influence on it. According to existing research results and the
actual situation of entrepreneurial enterprises financing, this paper measures governance
effects with enterprise performance and itsgrowth. Empirical results show that: first, the
equity financing of entrepreneurial enterprises has negative impact on performance and
growth of entrepreneurial enterprises in the whole, and it is three functional relationships
in concrete embodiment. Second, the debt financing of entrepreneurial enterprises
has positive impact on the performance and growth of entrepreneurial enterprises in
the whole, and it is three functional relationships in concrete embodiment. Third, the
conclusion can not be given about whether convertible bond financing of entrepreneurial
enterprises has positive impact on the performance and growth of entrepreneurial
enterprises or not in the whole. At the same time, when the introduction of uncertainties
of external environment, the effects are more significant, while the environment doesn’t
have a material impact on these effects (change its positive or negative attribute). Finally,
the paper conducts a comparative analysis of empirical results between entrepreneurial
enterprises and listed companies, finds that the two effect are opposite in direction, and it
supports the conclusion that the two have different mechanisms.

Fourth, governance effects of entrepreneurial enterprises should be enhanced
by optimizing mechanisms. Concrete measures as follows: increasing the gap of
entrepreneur’s expected earnings between the situation of high efforts and less efforts,
reducing entrepreneur’s private benefits, reducing the margin between the cost coefficient
of entrepreneur work and private benefit under the certain circumstance to optimize
incentive mechanism of equity financing; adhering to a multistage financing, focusing
on monitoring the operating condition, reasonable ascertaining the operating status
of operation to optimize control mechanism of equity financing; establishing effective
monitoring system, introducing divestment rights, adhering to flexible principle in
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the operation of monitoring to optimize constraint mechanism of equity financing;
determining the level of interest rates reasonably, improving the margin between
entrepreneur’s benefits and capital cost, reducing entrepreneur’s cost of work to optimize
of incentive and constraint mechanism of debt financing; Clearing the unique nature of
debt financing, operating good monitor of condition, determining the reference value
of operating condition based on interest level to optimize bankruptcy mechanisms of
debt financing; forming reputation rent, establishing its own credit system, creating a
multiphase game, focusing on the investigation of entrepreneur’s reputation, establishing
credit system by government to optimize reputation mechanism of debt financing. At the
same time, for convertible securities financing of entrepreneurial enterprises, five aspects
should be innovated as follows: changing change mechanism at any time, developing
conversion modes mechanism; changing equivalent changing mechanisms, developing
converted flexible space; adhering to a mandatory buy-back mechanism, developing terms
of settlement; adhering to anti-dilution provisions, developing the mechanism of invest
first, gain first; adhering to conversion restrictions, developing sustainable development
mechanism.

The value of this book can be described as follows. First, this book proves the inner
logic between the financing of entrepreneurship based on technology and the effect of
governance bases on the essence analysis of these enterprises and the understanding of
financing contract. Second, this book reveals the particular mechanism of the effect of
financing on corporate governance in entrepreneurial enterprises based on technology
based the path analysis of the producing process. Third, this book tests the existence in
reality based on the data of entrepreneurial enterprises based on technology with two
conditions considering the environment or not. Fourth, this book gives concrete measures
to improve the effect of financing on corporate governance in entrepreneurial enterprises
based on technology based on the mechanism analysis and empirical results.

With the short time and low academic level of author, this book is not very mature,
and I hope readers give valuable advices to me. Meanwhile, I hope more scholars pay
attention to the growth of entrepreneurial enterprises based on technology because there
are the future of economy and technology.

Author
October 30, 2011
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