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Different from foreign capital markets, china’s domestic capital mar-
kets are special, which also determines that the research on financial
pressure starts from the reform of state-owned enterprises, and draws
lessons from the relevant theories of financial risk and financial fraud,
thus gradually forming a more diversified research results.
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1. Concept of Financial Pressure

he concept of financial pressure has not yet formed

a definite definition, but scholars have expounded

it from different perspectives. Guoping Wu, Jun
Zhu "%, Guoping Wu, Shi Ma 'Y believe that the financial
pressure is essentially the behavior pressure on the compa-
ny from the financial point of view, and the main financial
pressure should include debt service pressure, cash flow
pressure, shell pressure, profit preservation pressure and
signal pressure, caused by the decline of profitability. The
debt service pressure shows that the enterprise itself has
short-term or long-term debt, and whether the business ac-
tivities of the enterprise can guarantee the most basic debt
service ability is the guarantee to enhance the reputation.
Shell preservation pressure, as one of the most concerned
financial pressure indicators of listed companies, deter-
mines the acceptance of investors to the enterprise, and
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as an effective way of financing for listed companies, it is
very attractive.

In our country, the shell pressure of (Listed Company
Under Special Treatment) by ST company is huge, and the
pressure of maintaining profit can better reflect the posi-
tion of the enterprise in the industry, find the gap and im-
prove the core competitiveness. Huayou Duan, Rui Wang,
Shengdao Gan "', Huayou Duan, Shengdao Gan, Quanyu-
an Xu ¥ first applied the concept of pressure in physics
and psychology to the explanation of enterprise financial
pressure. It holds that the enterprise financial pressure is
formed by the external environment and internal environ-
ment of the enterprise acting on the financial activities of
the enterprise, that is to say, the pressure that the financial
activity of the enterprise must bear is the pressure that the
financial activity of the enterprise must bear. This force
will affect the financial activities and business activities of
the enterprise to a certain extent, and will also cause cer-

Lanzhou University of Technology, No. 287, Langongping Road, Qilihe District, Lanzhou, Gansu, 730000, China;

Email: 597296605@qq.com

Distributed under creative commons license 4.0

DOL: https://doi.org/10.30564/jesr.v3i4.2120 57



Journal of Economic Science Research | Volume 03 | Issue 04 | October 2020

tain psychological pressure to the management authorities,
especially the managers. In the source and control of its fi-
nancial pressure, Shengdao Gan "' points out that financial
pressure is a certain measure of financial and non-financial
indicators imposed by controlling shareholders on enter-
prise operators. Wang Shujun ** pointed out that financial
pressure refers to the financial pressure necessary for an
enterprise to operate in the internal and external environ-
ment and available resources, according to the demands
of various interest groups. Hong Wang, Chunyan Liao and
Yutong Liu ™ point out that the financial pressure is the
result of the internal and external interaction of the enter-
prise, which is generally influenced by the environmental
transmission mechanism in the business activities of the
enterprise, but acts on the financial level.

2. Research on Financial Pressure

State-owned enterprises, as China’s economy with public
ownership as its main body The foundation of the system
plays an important role in the reform of the market econ-
omy. Because of the new and old system, the financial
pressure of the state-owned enterprises is increasing, the
economic benefits are declining, more enterprises are in
trouble, and it is difficult to find a solution to the financial
pressure of the state-owned enterprises under the influence
of the macro policy to become a major problem related to
the national economy and the people’s livelihood ™.

With the reform of market economy, China’s securi-
ties capital market has become active, many state-owned
enterprises have been reformed and listed, and there
have been more financial fraud. Bo Yu and Jinhui Deng
! based on the analysis of the causes of financial fraud,
point out that the lack of control environment and the
drive of financial pressure are the important causes of cor-
porate fraud. The relationship among them is that in the
“soil” of the lack of control environment, the “seed” of
financial pressure will germinate the “bud” of fraudulent
financial report.

At present, many enterprises are facing financial pres-
sure, the reasons for these pressures are various, especial-
ly the particularity of small and medium-sized enterprises
in our country, the problem of financing difficulties exists
for a long time, resulting in difficult to bear huge finan-
cial pressure and go to the brink of bankruptcy, so high
financial leverage is particularly prominent in the finan-
cial pressure of small and medium-sized enterprises . In
terms of the sources of financial pressure in SMEs, Huay-
ou Duan, Shengdao Gan and Quanyuan Xu "' pointed out
that the information asymmetry between shareholders,
creditors and managers is the only reason, and the result
of this asymmetric information is not all negative, which
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may encourage interest groups to abide by the contract
rules "*. Similarly, the financial transparency of listed
companies is high, and the contradiction between financial
efficiency and financial equity must be properly handled,
otherwise the disharmony of company labor relations may
lead managers to abandon contracts and choose financial
fraud in the face of higher financial pressure . The goal
of enterprise development is not only to gain the maxi-
mum market share and profit maximization, but also to
accept the supervision of the public and gain a good repu-
tation, so ' to demonstrate corporate social responsibility
and R&D investment-agency cost mitigation or financial
pressure with 3,791 full samples of A-shares and 2412
samples of disclosure R&D investment between 2012 and
2014? The empirical results show that the investment of
social responsibility and R&D will increase the financial
pressure of the enterprise and exert a heavy burden on the
enterprise. In order to reduce the financial pressure of the
enterprise and reduce the investment of social responsibil-
ity properly, the enterprise should set up a special fund to
ensure the division of financial resources with the enter-
prise.

With the continuous improvement of China’s capital
market and the experience of foreign developed capital
market, the application of derivative financial instruments
in the financial management of domestic listed companies
is generalized. "' from 2012 to 2014, 500 manufacturing
listed companies were selected, and the return on net as-
sets (ROE) was used as the index to measure the financial
pressure, and the model was established to verify that the
investment behavior of the enterprises with high financial
pressure was cautious and be ware of further financial
risks. And ' through the concrete derivative financial
instrument, explained the listed company under the finan-
cial pressure influence, according to the demand and the
market operation trend, the rational choice derivative fi-
nancial instrument. Financial pressure can not only affect
the financial situation of the enterprise as a whole, induce
the possible financial risk, but also play a guiding role in
the business activities of the enterprise together with other
variables as one aspect. Hong Wang, Chunyan Liao, Yu-
tong Liu . This paper comprehensively studies the rela-
tionship among the two major financial pressures (perfor-
mance pressure and tax pressure), corporate governance
efficiency and earnings management. It is found that un-
der the condition of high corporate governance efficiency,
the financial pressure of enterprises is relatively small. It
is necessary to avoid the financial crisis caused by finan-
cial pressure agglomeration and guide enterprises to enter
a benign growth road . At the same time, because of the
high pressure of performance and tax burden, it may trig-
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ger the motivation of management earnings management.

3. Research on the Evaluation Method of Fi-
nancial Pressure

The existing scholars have different evaluation methods
of financial pressure, through the construction of different
models and index system to evaluate and analyze the fi-
nancial pressure.

An empirical study. Guliang Tang, Zhao Fan (2009)
first extended the pressure test mechanism widely used
in financial enterprises to industrial and commercial en-
terprises, using free cash flow (FCF) as the enterprise
risk early warning test model, divided into four modules:
operating net cash flow, working capital, long-term invest-
ment and external financing (especially debt financing) "',
Shuofeng Wu ! takes 500 companies listed in manufac-
turing industry as the research object, from the source of
financial pressure, using the return on net assets (ROE) as
the factor of financial pressure, choosing three measures
of solvency, profitability and operational ability to analyze
the more reasonable investment behavior of enterprises.
Fangfang Wu (2018) based on the change of financial
pressure in the coal industry before and after the sup-
ply-side structural reform, constructed the index system of
debt service pressure, shell protection pressure, earnings
protection pressure, operating pressure, cash flow pres-
sure, and analyzed the current financial pressure state of
the coal industry as a whole. Wang Hong, Liao Chunyan,
Liu Yutong ' extended the evaluation index of financial
pressure from performance pressure to tax burden pres-
sure, taking legal tax rate, average tax rate and actual tax
rate as tax burden pressure index, constructing different
empirical models to study the relationship between finan-
cial pressure, earnings management and corporate gover-
nance efficiency.

Logistic regression model. Ma Shi "*, Zeng Yueming,
Cui Yanlai, Chen Yun " all through empirical research,
the financial pressure of listed companies and the relation-
ship of information disclosure. In addition to the fact that
the cash flow pressure is not significant to the information
disclosure violation, the other debt service pressure and
the shell-keeping pressure are significantly related, while
the latter takes 74 listed companies with the information
disclosure violation of the Shenzhen Stock Exchange from
2006 to 2009 as the sample, using the logistic regression
model as an explanatory variable and the characteristics
of the company’s equity board of directors to analyze the
factors of information disclosure violation. The results
show that the relationship between the debt service and
the company’s information disclosure is positive, and the
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former is consistent with the empirical results "'"'*. On the
basis of using the former two analytical frameworks for
reference and using the model, Junqing Zhang "*' selected
the illegal listed companies disclosed by CSRC and stock
exchange from 2007 to 2009 as large samples, and again
proved the consistency of the above two research results
by using Logistic regression model. Using the logistic
regression model to examine the influence of various fac-
tors on the behavior of derivative financial instruments in
listed companies from 2012 to 2014, Shi Ma "* proved
that the greater the financial pressure of listed companies,
the more likely they are to use derivative financial instru-
ments to resolve the financial pressure.

Enterprise management entropy model. The idea of
managing entropy comes from the law of entropy pro-
posed by Clausius. Peiyu Ren, Li Zhang, Yong Song '
pioneered the application of the law to complex manage-
ment science by proposing the concept of management
entropy "', that is, the management system represents the
integrated nonlinear efficiency ratio state of energy state
and order degree in air at a certain time. The greater the
management entropy value of the enterprise system, the
more disordered the internal management is; on the con-
trary, it indicates that the internal management of the en-
terprise is more orderly, which indicates that the financial
situation of the enterprise reflects the operation activity of
the enterprise very well. Ling Wu, Peiyu Ren, Weizheng
Chen, et al. """, Peiyu Ren, Miao Wang, Jingfei Ren, et
al. 'l systematically describe the development of entropy
theory, put forward the law of decreasing management
efficiency, and evaluate the comprehensive performance
of enterprises under the framework of entropy theory and
stakeholders through comprehensive rating index. Shujun
Wang | based on the perspective of management entro-
py, compares the existing financial pressure evaluation
framework and puts forward the superiority of manage-
ment entropy evaluation of financial pressure.

Domestic research is consistent with China’s so-
cial-economic development and follows this research
sequence. State-owned enterprises, as the foundation of
socialist system, play an important role in the reform of
market economy. In the 1990s, China began to establish a
modern market economic order and gradually developed
capital market. Policy the research on small and medi-
um-sized enterprises is constantly on the rise, forming the
current multi-level research, thus seeing that the scope of
domestic research is constantly expanding and the level is
more in-depth. Whereas the evaluation methods of finan-
cial pressure, more empirical research, logistic regression
model, research object for large samples, or a certain in-
dustry, have integrity.
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