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Abstract

One of the oldest and most important issue in cotporate
financing is on what a corporation decided how to acquire the capital
required in its investment and how to operate it, which, called the
theory of corporation capital structure, is a substantial part of the
micro — finance theory and firm theory. The main aim of studying
the capital structure is not only to offer a theoretical explanation and
prediction on the benefit relationship, the interaction mechanism
and the cost and revenue of those who has a contract relationship
with each other as well as the relationship between the capital
structure and the value of the corporation, but to offer a theoretical
direction for capital operation, optimising the capital structure,
constructing the optimal property right structure and improving the
governance structure in a firm’s practice.

In this chapter, the author gave out an inclusive comments on
the development of the capital structure theory and constructed a
capital structure theory of our transforming economics after
exploding the definition of the capital structure and then discussed
the role of capital structure in sifting, stimulating and monitoring
the management with connecting corporate governance with capital
structure; considered the influence on the evolution of state owned

corporations’ capital structure and corporate governance from the



