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Abstract

ABSTRACT

According to the system theory, enterprise fi-
nancial management is an artificial system consist-
ing of both subject elements and object elements.
The function of a system is based on a special oper-
ating mechanism. The mechanism is the running
rule of the elements, which make up the system,
relate and act on each other. The mechanism deter-
mines the efficiency of a system and affects the ac-
complishment of its targets. For a long time, the

research of financial management has focused on

the object elements the movement of capital,
rather than on the subject elements. It should be a
regrettable imperfection. In fact, financial man-
agement, as an artificial system should include both
subject elements and object elements. Moreover,
subject elements are the most active and dynamic
ones. They are the leading factors in the activity of

financial management. They determine what

should be the targets of the financial management



L o &7 R

system. Financial management mechanism is the interacting and inter-
related laws of movements of the various integrants (including subiect
elements and object elements) inside the financial management system
subject elements and the relationship of them are the most tmportant
factors. They determine the efficiency of an enterprise. This paper is a
research of the financial management mechanism, from the aspect of
subject elements. The whole article consists of 5 chapters.

Chapter 1 is the introduction. It mainly probes into the concepts
of mechanism, system, financial management mechanism, financial
management system, and expounds the significance of the study on fi-
nancial management mechanism. Mechanism and system are closely in-
terrelated. Mechanism is the interacting and interrelated laws of move-
ments of the various integrants inside a system, which is an integrated
concept. In a system, mechanism is roughly composed of these sec-
tions: motivating mechanism, decision - making mechanism, control-
ling mechanism and evaluating mechanism. The essence of system is a
kind of organizational institution, which is formed in the process of ar-
ranging the relations of rights, responsibilities and interests of people
in various social activities. It mainly refers to artificial systems, espe-
cially social systems formed by human activities, such as economic sys-
tem, political system, and etc. system determines the mechanism.
Where a system exists, there will be a corresponding mechanism. A fi-
nancial management system is the institution formulated by the country
to deal with and to adjust the relations of rights, responsibilities and
interests among country, enterprises, and nonprofit organization in
their financial activities. Financial management mechanism is the law

of movements of various integranix inside the financial management
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system of an enterprise. Presently, the main problems existing in the
financial management mechanism of state — owned enterprises in our
country are: the imperfectness of motivating mechanism, the nonstan-
dard of decision — making mechanism, the unsturdyness of controlling
mechanism, and unscientificness of evaluating mechanism. Modern en-
terprise system demands enterprises to transform the operating mecha-
nism, of which the emphasis is to establish a sound financial manage-
ment mechanism.

Chapter 2 probes into the basic premise of financial management
mechanism: the objective of financial management. As to the objective
of financial management, there are different points of view in the aca-
demic field. This chapter makes a brief summary of various viewpoints
and inquires into several academic questions about the objective of fi-
nancial management, including the question of the relations between
the objective of financial management and the objective of an enter-
prise, the question of the relations between financial management and
its environment, the question of whether the financial management
should be unilateralism or multilateralism. The author believes that the
objective of financial management, which embodies the interests of
various stakeholders is a result of coordination. According to this, the
maximization of profits and growth should be the objective, which
means that the management of an enterprise should pursue not only the
maximization of profits, but the maximization of growth as well. The
growth of an enterprise refers to the process of its growing from a small
enterprise to a big one, from weak to strong. The maximizations of
the profits and growth cannot be divided; the former one is the basis of

the growth of an enterprise, while the latter one can create better con-
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ditions for the former one. This objective is not only correspondent
with the interests of the shareholders, but also correspondent with the
interests of other stakeholders, so it is multilateralism, not unilateral-
ism.

Chapter 3 is on the structure of financial management mechanism.
Financial management mechanism of an enterprise is composed of four
sub — mechanisms: the motivating mechanism, the decision ~ making
mechanism, the controlling mechanism, and the evaluating mecha-
nism. By different stimulating means, the motivating mechanism of fi-
nancial management is to stimulate the motivation of various partici-
pants in the financial management system, to maneuver their enthusi-
asm and innovation to work hard for the objective of financial manage-
ment. This chapter inquires into the problem of stimulating on two as-
pects: the motive of the individual, and the power of organization. De-
cision — making mechanism, the core of the financial management
mechanism, determines the direction of the financial activities, and has
great influence on the realizing of the objective of financial manage-
ment. The main task of the decision — making mechanism is to arrive
at the decisions that are the most correspondent with the objective of
financial management, through scientific, reasonable decision — mak-
ing procedure. This chapter analyzes the attributes and categories of fi-
nancial management decision — making, the source and the distribution
of the right of decision — making, and the process of making a deci-
sion. The controlling mechanism is an important part of the content of
financial management mechanism. It is to control the functioning of
the financial management of an enterprise. On the basis of the de-

mands of the objective of financial management and financial plans, the
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controlling mechanism establishes the criteria for judging the perfor-
mances, compares the practical financial activities with the scheduled
standard, and ascertains the deviations and their severity degrees, thus
guaranteeing the realization of the objectives to go on wheels. Financial
management evaluation is to assess and analyze the outcome of the {i-
nancial activities of the enterprise according to a certain criteria so as to
provide the information of the accomplishment of the financial plan and
reveal the problems lying in the financial activities of the enterprise,
providing the basis for decision — making. The evaluating mechanism is
an indispensable link of the financial management.

Chapter 4 deals with the foundation for the function of financial
management mechanism. The major subject elements include share-
holders, directorate, manage, staff members and other stakeholders.
The institutional arrangement of the relations of rights, responsibilities
and interests of these stakeholders forms the corporate governance
structure, which is the foundation for the functioning of financial man-
agement mechanism. This chapter will mainly investigate the corporate
governance structure. There are different comprehensions of the corpo-
rate governance structure in the academic fields. Generally speaking,
there is a difference between the broad idea and the narrow idea of this
same concept. The broad idea of corporate governance structure touch-
es upon an extremely wide scope, including the inner institutional ar-
rangement of the enterprise, and outer the institutional arrangement,
such as the relations between the enterprise and the government, the
consumer, and the community, etc. Generally speaking, the broad
idea of corporate governance structure involves the inner governance

and the outer governance. The inner governance is the governing upon



