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Abstract

Both debt financing and equity financing are mainstream financing channels of
Chinese companies in Chinese economy transformation period. However, many
Chinese companies still face problems like resource mismatch and time mismatch, etc.
In recent years, the balance sheet left side financing, liquidizing remnant asset like
excessive working capital, has earned more and more attention. The left side tool will
help enhance internal financing function, reduce financing cost, create substantial free
cash flow, and enhance corporate value. Working capital management is based on
daily operations of the enterprise, in the era of excess capacity, companies’ effective
control over the complexity (standards, processes, mechanisms) of supply chain and
over working capital has become the new growth point of enterprise value. Under the
perspective of supply chain management, exploring fundamental framework and
methodology to enhance the efficiency of working capital management is the core
proposition of this paper.

The principal conclusions of this paper indlude: (1) According to the accounting
identities, deriving the essence and the specific structure of working capital, the
nature of the working capital is capital tied up in operational current asset, including
13 major projects, which will affect the gross volume and structure of net operating
cash flow and free cash flow. (2) Based on the enterprise value theory, contract theory
and information theory, discussing the essence of supply chain management, which is
a series of contract management and information management for the purpose of
reducing transaction costs and enhancing enterprise value. Transaction costs and
enterprise value are driven mechanisms of supply chain. Contract and information
sharing are coupling mechanisms of supply chain. (3) Constructing two sets of
working capital performance indicators respectively based on business information
system and financial information system, besides, providing a large data-based case
analysis from Group H. Which implies using both types of performance indicators
will help enhance the timeliness and accuracy of business systems and financial

systems, and improve information system reliability and relevance. (4) Providing
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three primary dimensions to evaluate supply chain management performance based on
the essence of supply chain management, which include strategic suppliers, lean
production and strategic customers. (5) Discussing the influence mechanism and path
between the supply chain management and working capital efficiency, and providing
empirical evidence based on the A-share listed companies in civil engineering
industry: fostering strategic supplier relationships, lean production, and fostering
strategic customer relationships will respectively improve working capital efficiency

in enterprise procurement channels, production channels, marketing channels.

Keywords: Supply Chain Management; Efficiency of Working Capital; Essence;

Structure; Influence mechanism and path
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