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PREFACE 1

PREFACE

The key point of economic system reform in China is to es-
tablish a modern enterprise system and accomplish “the basic
changes” under the guide of socialist market-oriented economy
theory. By that, enterprises may be economic units with definite
property claims, explicit responsibilities and effective manage-
ment. These enterprises are assumed to be self-developed, self-
restrained and self-responsible for profits and losses. As the
dominant factor.in enterprise management, effective financial
management is the essential prerequisite of effective enterprise
management. The leading role of financial management makes it
clear that once the internal financial management is strength-
ened, the overall management can be improved —as the old Chi-
nese saying goes: Once the key link is grasped, everything falls
into place.

Financial management was ignored and treated as sub-class
management form in conventional economy in China. The inade-
quate study in this field has resulted in indistinct ideas and in-
completed theory in financial management. Finance was confused

with accounting and public finance. An in-completed theory is
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nothing useful for practice. However, the situation has been im-
proved. With the reform develops in depth, importance of fi-
nance becomes prominent increasingly in enterprises. Financial
Theory and Mechanism is completed against the background of
free development and contention of different schools of thoughts.

The author, Mr. Song Xianzhong, is now a doctorate candi-
date, majoring in financial management. Financial Theory and
Mechanism is one of the achievements of Mr. Song in the study
of modern enterprise system and financial management pattern,
which is a problem assigned by the State Education Commission.
This book can also be treated as an interim summary for the
authior’s 20years study in finance and accounging. Without con-
forming to conventional pattern or echoing the views of others,
the author has developed a new style by raising many new and
useful viewpoints. To thake it in detail

1. There are so many theoretical and practical problems in fi-
nance, covering a large scope. Limitation of space forbids full
treatment of all of the problems. In order to complete his study
deeply and thoroughly, the author just selected the most typical
and prominent problems to state his views. This book will be an
inspiration to readers.

2. Not only does the author express his own views on some
problems which have been studied by the academic circle, but al-
so some problems which have been neglected in the study of fi-
nancial theory, such as the assumption system in financial man-
agement, elements of financial management, financial problems
in merger of enterprises. The study helps improve the theory

system of financial management, provides theoretical basis for




PREFACE 3

the compiling of financial management textbooks.

3. Basesd on the market-oriented economy, the author dis-
covered problems in practice and solved the problems by inte-
grating theory with practice in China. The characteristics are
prominent in Financial Theory and Mechanism, especially in
chapters as Discrimination of Finance and Accounting, Capital
Structure in Enterprises, Research of Dubious Receivables and
Payables between Banks and Enterprises, Financial Management
is Enterprise Management and Financial problems in Merger of
Enterprises. The research of these problems is helpful to im-
prove the conduction of financial transactions, promote the es-
tablishment of modern enterprise system.

Financial Theory and Mechanism still remains to be im-
proved as some of the viewpoints and opinions are not well
thought out. Howeve, young scholars deserve to be encouraged,
as they are diligent in work and bold in exploration. For this rea-

son, | would like to recommend this book.

Guo Fuchu
March, 1998
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