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Preface

In the process to set up socialistic market economy in our coun-
try ,there is more conscience that state enterprises must be recreated
according to the need of modern firm system as to become the micro
basis of the market economy. We also have reached agreement on
the matter that a kind of management structure and operating sys-
tem in accordance with socialistic market economy should be formed
in state enterprises so that they can made strides to the reform di-
rection which are characterized as “the clear property, the definite
responsibility , the separation of government and enterprise , the sci-
entific management ”. State enterprises reform has made great
progress,still, there exist many conflicts. Obviously, the solution of
conflicts and questions must depend on not only the external envi-
ronment improvement, but also the improvement of internal man-
agement to increase the competitive ability.

In another aspect,the success of the state enterprises reform al-
so depends on the efforts of the theoretical and practical circle ,espe-
cially the combination work of both. The state enterprises reform
obviously need the conduct of the scientific theory while the practice

in reform also can produce more scientific theory and verify the the-
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ory. For the theory of enterprise management,the scientific implicts
include not only the modern management theories and methods
abroad ,but also the effective experience accumulated in state enter-
prises reform and the advanced enterprises. Then, the most impor-
tant “purpose of value”of enterprises management theories in our
country is serving the reform and development,exploring and form-
ing the modern enterprises’ scientific management constitution cor-
respondent to the practice,then realizing the management originility
with the combination of the three.

The two books—“The study of financial management theory of
enterprise group”, “Positive research in enterprise group financial
management” , —which are written by professor Zhu Yuan Wu etc.
have made great progress. Obviously, in China, enterprise group
management is behind their establishment;at the same time, finan-
cial management is the basic work and the bottleneck,so strength-
ening financial management is especially important.

The books are focused on the systematic theory of corporate
group financial management and provide a logical structure of finan-
cial management control system. The books possess theoretical value
and provide a guideline for practice in state enterprises,so they are
worth reading by high level managers in firms (especially the
CEO),and do help to researchers in management science.

The books possess such advantages:

First, they don’t adopt the old idea existing in normal text-
books. Instead , with the knowledge from systemn theory,and cyber-
netics. The two books analyze and address the main problems which
firms face and discuss some basic solution. The problems are about

the objective and environment of financial management,funds rais-
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ing , operating performance control system, cash flow control sys-
tem ,information foundation for financial management,quota system
for increasing state assets’ value performance,structure and auditing
model of firms, financial management control of high - technology
firms. The books explore manager’s financial management instead of
owner’s financial management. So the books can be of value for both
firms managers and science of financial management itself.

Second , the two books provide the distinctive ideas of writers
from the academic viewpoint. The books analyze the questions as
follows : the blueprint of financial management control system of en-
terprise group; how to measure the scientific value of the researching
objective of chrematistics (and prove optimal cash flow as the objec-
tive of financial management and capital management as the centre
of enterprise. group management ) ; the empiric research of optimal
capital structure ;the institution of funds raising from internal chén—
nel; the relationship between cash flow and funds raising;cash flow
analyse and financial analyse;the introduction of the notion of the
management profit and the relative analyse; the restruction of the
quota system for increasing state assets’ value performance ;the limi-
tation and improvement advice of conglomerate financial statement ;
the financial strategy ,ideas and internal financial control system. All
these are distinctive academic ideas,so of great value in the manage-
ment science itself and in practice.

Last,the two books which are the achievements of an impor-
tant soft science,possess an advanced researching style. Both empiric
method and normative mothod are used in the two books. When em-
piric method is used in the analyzing of capital structue,funds rais-

ing from internal channal,cash flow and management profit,norma-
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tive mothod is used as a supplement. This also proved that the com-
bination of two methods is necessary when the objective is a com-
plex item. The two methods can be used as supplement for each oth-
er and neither is in conflict with the other. In one word, the two
books can be in the list of books of high academic level.

Professor Zhu Yuan Wu is a famous scholar who forms a con-
necting link between the preceding and the following in financial
management theory researching realm. He has published dozens of
papers in “Accounting Research” and other publications. We can see
he not only inherits the merit of the elder scholars,but also has elas-
ticity of the younger generation. As a result of the corporate work of
professor Zhu and his students, the books reflect his consistent re-
searching style. We hope professor Zhu and his students make more

achievements in the 21st century.

Liu Minghui
July 18,1999
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