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Abstract 1

Abstract

Capital is the blood of an enterprise. It is the first and the sus-
tainable motive force in economic activities of enterprises. So, for an
enterprise, regardless of its establishment in initial stage or the later
development, it has to possess and retain certain amount of capital,
and to finance, invest, re-finance again and again as its prerequisite.

In the traditional planned economy ages, there was no real enter-
prise in our country because in that ages, not only the property right
of enterprise was in simplex form, but also the enterprise could not
decide itself what and how many to produce. The so-called enterprise
was only a certain link in the large production unit of state, and its
capital source was mainly dependent on national financial appropria-
tion and a partial low interest bank loan. It had not and did not need
any decision-making power to finance. In addition, the highly
planned and relatively closed finance market made enterprises lose the
possibility and external conditions of acting on its own in choosing the
method of financing capitals. Therefore, the enterprise management

in our country not only overlooked the research of financing problem
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over a long period of time, but also knew little about it, especially
those financing strategies of re-shuffle, brand, and transnational fi-
nancing, etc.

With the establishment of socialist market economy system and
the modern enterprise system, enterprises, as the main part of the
market economy, are put into the dynamic market situation, and the
financing method in the planned economy has changed basically. The
efficiency of financing becomes more and more crucial to enterprise de-
velopment. After our nation joins WTQ, enterprises will confront the
more intense competition from domestic and overseas markets. To
meet the need of economic development, the new financing methods
will come into existence, and the financing environment and channels
will be more complex, which demand that enterprise management
take the financing for the most important thing in the modermn enter-
prise development, and consider adequately the influences of such fac-
tors as financing scale, method, velocity, cost, difficulties and risks
on enterprise competition and development. So, how to choose fi-
nancing modes, how to decide the scale of financing and seize the
chances and how to take advantage of the conditions, cost and risks,
become problems needing thinking and solving earnestly by the enter-
prise heads, especially those who have the sense of modern competi-
tion.

As a developing country, our social resources including popula-
tion, financial and material resources, etc. are not only the important
capital to every enterprise’s survival and development, but also the
important fortune for us to follow up and surpass the developed coun-
tries in the world. However, the present situation is: for one thing,

we urgently look for the development capital abroad regardless of high



Abstract 3

cost because of a deadly need of a large amount of it, and for another,
considerable quantity of precious resources are wasted and going down
the drain due to undue reasons; for one thing, the competition and
development of enterprises need sufficient amount of capital, and for
another, a great deal of resources are idle in enterprises without any
beneficial result due to strategically wrong resource allotment. These
phenomena show that resources allotment in our economy is not com-
pletely rational. There are many aspects requiring our research and
improvement. Consequently, research on enterprise capital finance,
especially on financing strategy, has very important theoretic meaning
in this new historic period, as well as the important realistic signifi-
cance to improve allotment modes of capital and to promote the effi-
ciency of resources allotment in the whole society.

The thesis has 9 chapters in three parts.

Part I, basic theory, including research background, concept
framework and theoretical reference, is explained in chapter 1, 2 and
3.

Chapter 1 introduces research theme, background, method and
structure, aiming at providing a basis for further research.

Chapter 2 begins from the clarification of what is enterprise. It
bases on the issue that the enterprise itself is commodity and its nature
is capital, then develops the research around the train of thought that
the intrinsic quality of enterprise management is capital management
but not production management. The thesis probes into the connota-
tion, process and necessary condition of capital management, aiming
to provide a theoretic support to later research of corporate financing
activities and strategies. This problem studied in this thesis in fact is

about various economic activities carried out for achieving the enter-
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prise ultimate goal. So, it emphasizes the capital management, and at
the same time it doesn’t deny enterprise production management,
however, it analyzes the relationship between capital management and
production management, and the possible capital sources. Through
this analysis the thesis illustrates an idea about capital financing that
enterprise can, at the least or much less cost, use and control social
capital to create profit for the enterprise in the greatest extent.

Chapter 3 goes on the basic theory of capital structure and financ-
ing policy decision, which provide theoretic basis of case analysis. Ac-
tions are always manifestations of seeking for specific aims. So, the
result of financing activity, as a dynamic process, is necessarily re-
flected by capital structure, that is, financing activity is always the
certain choice under a fixed aim. This chapter analyzes the relation-
ship between financing structure and capital structure, financing cost
and financing risks, and points out that the judgement criterion of the
best capital structure is maximization of the market value or minimiza-
tion of the capital cost. Then it retraces and appraises the develop-
ment of capital structure theory, and indicates that considering the ef-
fects of bankruptcy cost, agency cost and nonsymmetrical informa-
tion, in order to achieve the maximization of market value, the rea-
sonable financing sequence is: raising money inside the enterprise,
borrowing money from outside, and issuing transferable bonds and
stock. Finally, it discusses the best policy decision of capital struc-
ture. The hypothesis of the research is that all tangible and intangible
capitals can use money to measure in accounting.

Part II, including Chapters 4 and 5, is about positive study and
experiences for reference.

Chapter 4, from the angle of international comparison, discusses
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about the financing modes and features of Japanese, American and
German enterprises. The development capital of Japanese enterprises is
mainly supported by bank, and they depend upon each other to form a
lifeblood community. Corporation-holding shares form a steady struc-
ture of share right, which causes Japanese enterprises to pay more at-
tention to further development. America adopts the direct financial
system, in which direct financing accounts for a larger ratio than indi-
rect financing. The relationship between banks and enterprises is
loose. The share structure feature of American enterprises is decen-
tralization, and the restraint to managers is mainly from the stock
market. The stock market has a strong nature of mobility, and share-
holders pay too much attention to short-term income, which leads to
short-termed enterprise activities. German enterprises carry out om-
nipotent bank system.The bank is not only the largest shareholder,
but also the largest creditor to enterprises. Another important feature
of German enterprises is that employees participate in decision-mak-
ing, which is the result of German special politics and culture, and is
the important guarantee for social stability and economic prosperity of
Germany. According to our country’s actual condition, and in view of
international experiences, this thesis brings up a thought that enter-
prises should put indirect financing first, and direct financing second,
and develop appropriately and improve direct financing, moreover,
they should stress on coordination and co-operation of these two
modes. This thesis also brings up a development opinion that enter-
prises should put lateral annexation first, and encourage vertical and
blended annexation.

Chapter 5, about case analysis of financing strategies and activi-

ties, mainly deals with the following problem: after carrying out the
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policy of reform and opening, in financing of annexation, brand and
international direct financing, the situation our enterprises face and
the problems existing. In the analysis of enterprise annexation financ-
ing behavior, it stresses on revealing its necessity from its rising and
developing. And based on the analysis of barriers of annexation fi-
nancing, it brings up the reasons why annexation is difficult are that
there are wrong concepts that scale economy is equal to economic
scale, diversified management is equal to pursuing the profit maxi-
mization, absolute cost is equal to relative cost, executive means re-
place market activities, and asset reshuffle is equal to enterprise an-
nexation. In the analysis of brand financing, it mainly analyses, from
the brand crisis confronted at present, the dilemma faced with enter-
prise brand policy, and discusses the reasons why our enterprises are
in the inferior position in brand competition, and concludes that be-
sides the effects of concept and laws and regulations, the main reason
is that our enterprises lack key competitive power. Finally, in the
analysis of direct financing of foreign countries, it illustrates the pre-
sent situation of our using foreign capitals, the reasons why foreign
capital is difficult to enter, and what influences participating in WTO
will have on using foreign capitals. The aim of cases analyses is to es-
tablish the right management thought, build up modern financing
ideas, and find out differences existing in our problem.

Part 111, the part of strategy, analyzes the financing strategy and
behavior norm of modern enterprises in chapters 6, 7, 8 and 9.

Chapter 6 emphasizes on modern enterprises’ reshuffle financing,
including system financing, annexation financing, renting financing,
“shell” resources and trust financing, etc. These activities are called

financing and have a meaning of strategy, which is mainly enlightened



