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Abstract

Abstract

As the State administration of taxation issued the Notice on Strengthening the
Collection and Management of Liquor Consumption Tax (Guoshuihan (2009) No.
380), the liquor-making industry implements new approval liquor consumption taxes
in the lowest rate, tax burden of liquor-making industry in consumption tax is
seriously impacted, major liquor companies all increase prices to offset the adverse
impact of consumption tax strict collection.

This paper selects five leading liquor-making companies--Guizhou moutai,
Wauliangye, Luzhou laojiao, Shuijingfang and Shanxi fenjiu--as research objects.
Starting from analysis of tax and financial performance of these five companies, we
understand their tax and financial policy. Then combining with matrix analysis of
financial strategy, this paper proposes discussions and recommendations on these
companies’ financial strategies.

This paper firstly introduces the theme, significance, choice of research methods
and formation of research framework. Then it analyses situation of liquor-making
industry and the background of reform in liquor consumption tax to make readers
understand the competition and development station of liquor-making industry. At the
same time, this chapter briefly describes the general situation of the five liquor
companies so that readers can obtain an internal picture of the five companies. The
third part of this paper analyses various taxes of these companies firstly, then
concludes individual financial characteristics by executing some analysis in five
companies’ financial performance from 2006 to 2010. The fourth part decomposes
main financial indicators of the five companies and finds out dominating factors. The
fifth part sums up differences on tax and financial policies in the five companies by
analyzing tax bearing condition, capital structure, dividends, working capital
management and investment decisions etc. on basis of the theory of tax and financial
policy. The sixth part puts forward proposals and recommendations to their financial
strategy by analysing each company’s financial strategy matrix. At last, this paper
summarizes conclusions and recommendations through comprehensive analysis to the
five liquor companies.

Through contrast analysing of five companies’ tax burden, financial

performances, financial policies and financial strategies, the author found that their
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tax burden surged in a certain level, they continued to improve profitability, had
strong cash flow and well financial condition, and most of them had the ability to
adhere to prudent financial policies and optimize the allocation of resources, can
continued to create value for shareholders. All of the five companies executed good
capital structures and working capital management policies. On dividend policy, the
five companies implemented high percentage bonus. In view of different cash an
investment conditions in different companies, the author recomments Guizhou maotai,
Wauliangye and Luzhou laojiao to appropriately raise dividend ratio, but Shuijingfang
and Shanxi fenjiu should reduce dividend payouts. On investment policy, other than
Guizhou maotai had more capacity expansion investment, other liquor companies
were rarely to invest, some of them even had no clear investing strategy. The author
suggests them to improve the utilization of idle money and increase the intensity of
internal investments and external acquisitons. Facing powerful foreign wine brand
intrusion, the liquor-making industry is competing fiercely. The author recommends
these five companies to strengthen brand marketing, adjust company management,
financial management, investing strategies and channel operating to further enhance
the core competiveness of enterprises and achieve sustained, healthy and steady

development and contribute more to the liquor-making industry.

Keywords:. Liquor, consumption tax, financial performance,

financial strategy
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