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Abstract: Capital structure decision-making has always been the core issue of 

corporate financial decision-making, and it is also a focus of theoretical research. This 

paper starts from the problems of the capital structure of listed companies in China's 

home appliance industry, and analyzes the causes of the problems. Finally, it puts 

forward corresponding suggestions for the improvement of the capital structure of 

China's home appliance industry, and provides theoretical support for the development 

of home appliance industry. 
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1. Introduction 

What is the driving force behind corporate development? Some people say that it is a 

good entrepreneurial spirit, innovative products and effective internal and external 

control. I believe that the above three statements are really indispensable for the 

development of enterprises. However, they do not grasp a word. That is the "original". 

The prime mover, it must be the core necessary condition for the operation of the 

enterprise. I think that this motive force must be non-capital. However, with a wide 

variety of capitals, how to maximize the use of limited capital and create more wealth 

for enterprises, it is necessary to talk about capital structure. 

The capital structure is generally referred to as the composition ratio of different funds 

of the enterprise, including capital forms such as common stocks, preferred stocks, and 

debts. It is also the ratio of corporate debt capital to equity capital, and is the key 

research object for enterprises to conduct investment and financing activities. Capital 

structure decision-making is an important part of a company's financial decisions. 

In theory, the optimal capital structure of the industry exists, but as an element in the 

industry, the internal and external environment in which the enterprise is located is not 
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static. How to determine the optimal capital structure has always been the mystery of 

corporate finance. In reality, the irrational phenomenon of China's industry capital 

structure is very common. The irrationality of the industry's capital structure will 

directly lead to corporate governance loopholes, which will seriously affect corporate 

performance and its sustainable development. Therefore, the study of capital structure 

is very necessary. 

 

2. The problem of the capital structure of listed companies in China's 

household electrical appliance industry 

(1) High asset-liability ratio 

The household appliance industry has a high asset-liability ratio, with a standard upper 

limit of more than 60%, which is nearly 5 percentage points, and can be regarded as 

the higher of all industries. Excessive capital debt ratio is not conducive to the 

development of the industry and its enterprises. The asset-liability ratio is high, 

indicating that the debt source of the enterprise is more than the equity financing, 

which will lead to a relatively high financial risk. Once the market environment has As 

a result, enterprises will have insufficient cash flow, the capital chain will break, and the 

debt repayment period will not be able to repay debts in time, which will easily lead to 

bankruptcy. The high asset-liability ratio will further increase the cost of financing [1]. 

Therefore, if the asset-liability ratio is too high, investors will reduce their investment 

interest, and the conditions for bank loans will be relatively harsh. 

(2) Unreasonable debt structure 

The liability structure of the household appliance industry is unreasonable, and the 

current debt ratio is as high as 96.64%. The largest proportion of current liabilities is 

short-term borrowing. Its increase will inevitably bring a lot of financing risks to 

enterprises. However, it is also the financing method with the lowest cost of capital, 

and the ratio of its ratio. It will inevitably have an impact on corporate value. Current 

liabilities have their operational disadvantages, that is, they need to constantly adjust 

their liabilities. The loan has a clear definition of the term and amount of the borrower's 

repayment each year, and the borrower must repay the interest within the time limit. 

The practice of many companies shows that using current liabilities to finance 

permanent liquid assets is a high-risk thing. Home appliance companies must pay 

attention to this issue, so that the entire industry can develop rapidly and healthily. 

(3) Equity financing preferences 

Among the long-term sources of funds in the home appliance industry, equity financing 

dominates and there is a preference for equity financing. If an enterprise wants to carry 

out equity financing, then it must establish a sound corporate legal person system, so 

that there will be a complete internal control, which will reduce the business risk of the 
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enterprise. However, this kind of financing method still has its drawbacks. When the 

enterprise is conducting equity financing, the managers of the enterprise can take 

advantage of it, privately carry out various non-productive consumption, increase 

expenses, and implement the interests of shareholders in favor of their own interests. 

There is damage, so it is very easy to cause conflicts between the interests of the 

operators and shareholders. The home appliance industry must make reasonable 

choices for this financing plan before it can be used with confidence. Only in this way 

can it reduce the harm of its drawbacks to the industry. 

 

3. Analysis of the causes of capital structure problems of listed companies 

in the household appliance industry 

(1) Industry competition is fierce, and capital demand is large 

The current status of the capital structure of the home appliance industry is inseparable 

from the development of this industry. When the home appliance industry developed to 

a certain stage, from 1989 to 2003, due to the limitations of its market share, price war 

is the main way for enterprises to survive. In order to make a promotion in the 

competition, many companies have made a lot of money to make advertisements. As 

a result, the sales revenue of the company has not increased, and the sales expenses 

have remained high, making the profits meager. However, since 2003, the focus of 

competition in the home appliance industry has shifted from price to technology 

innovation, product innovation and overseas market expansion. On the one hand, we 

will increase research and development efforts, and employ high-tech talents to 

improve and innovate their technologies and accelerate the upgrading of products. On 

the other hand, various home appliance companies are actively pursuing mergers and 

acquisitions, and are accelerating the penetration of overseas markets. Whether it is to 

increase R & D investment, mergers and acquisitions, or to expand overseas markets, 

it requires a lot of funds to back up. 

(2) Low cost of equity financing and more restrictions on refinancing 

As we all know, the lowest cost of capital is one of the goals of corporate financial 

management. Compared with bond financing, equity financing does not have the 

pressure to repay principal and interest. The cost of capital is only an opportunity cost, 

and there is no necessary binding force. Therefore, listed companies will inevitably use 

equity financing as a lower cost. Long-term funding sources, this is the reason why 

Chinese enterprises are also fundamental to the equity financing preference of the 

home appliance industry. 

However, the listing, issuance, and allotment of stocks need to meet various strict 

conditions. The requirement of only the return on net assets in the conditions of 

allotment and issuance makes it impossible for enterprises to use the method of equity 
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refinancing to finance. These policies, although to some extent inhibited the excessive 

equity financing of some listed companies, but also blocked the financing channels of 

some listed companies, did not have the opportunity to obtain stock market evaluation, 

thus losing good investment opportunities, resulting in imbalance of investment and 

financing, Forced to adopt a risky debt financing policy. 

(3) Imperfect capital market, limited long-term debt financing 

China's bond market is not well developed, and it is not the best financing channel for 

enterprises. The capital market is the place for corporate finance. The risk of corporate 

financing and the cost of capital are closely related to whether the capital market is well 

developed. Therefore, the formal changes in the capital structure are also inseparable 

from the development of the capital market. The marketization characteristics of 

China's capital market are not very significant, and its development is relatively lagging 

behind. The government plays a considerable role in it. These problems restrict the 

rapid development of China's economy and make it deformed. The development of the 

stock market and the bond market is extremely unbalanced. This makes the ownership 

structure in the market restrict the development of all walks of life, which further 

makes it impossible for enterprises to make decisions and rational adjustments to the 

capital structure. Due to the harsh conditions of long-term borrowing, many companies 

have broken the capital chain and cannot get the funds they deserve. The high interest 

rate of borrowing has forced the company to slow down [2]. 

 

4. Suggestions for optimization of capital structure in the home appliance 

industry 

(1) Government perspective 

a. Develop bond market and broaden financing channels for listed companies 

The government needs to strengthen the development of the bond market so that 

listed companies have relatively broad financing channels. The securities market is the 

main financing channel for all walks of life in China. The government only invests funds 

effectively and raises the minimum amount of corporate bond issuance. It effectively 

expands the circulation market of corporate bonds, and should give strong support to 

corporate bonds with satisfactory conditions. And encourage its listing, and a more 

complete complement and explanation of the credit rating system, so that the 

marketization of bond interest rates has further stable development to meet the needs 

of a variety of investment and financing. Only in this way can enterprises have a better 

financing environment and optimize the capital structure. 

b. Optimize the bank credit mechanism 

The government should further optimize the bank credit mechanism. For the home 

appliance industry, the ratio of long-term liabilities is decreasing year by year. From 
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2009 to 2013, the total amount of long-term loans has dropped rapidly, which indicates 

that China's bank credit conditions are relatively strict. Long-term borrowing should 

become an important way for companies to raise funds. Therefore, the government 

should relax the bank's credit business policies for enterprises, so that banks can make 

due contributions to the long-term development of enterprises. 

c. Improve bankruptcy mechanism and delisting mechanism 

The government needs to further build delisting and bankruptcy mechanisms. At 

present, there are still many imperfections in the support and protection of the 

legitimate rights and interests of creditor's rights in China's Bankruptcy Law. In the 

process of bankruptcy and liquidation, the excessive participation of the government 

has made creditors' protection of their own interests not fall. To be practical, I don't 

know much about the basic procedures of bankruptcy. Once a listed company has 

financial risks and crises, it tends to improve the company's performance through 

different types of asset restructuring, blinding the eyes of creditors. Therefore, it is 

imperative for the establishment of sound laws and regulations such as the Bankruptcy 

Law. Only in this way can we protect the interests of creditors from infringement, and 

make listed companies more standardized and survive in competition. 

(2) The company's own perspective 

a. Maintain a reasonable liability structure based on industry characteristics 

Enterprises should maintain a reasonable liability structure based on the characteristics 

of the home appliance industry. The factors affecting the capital structure are not 

single, and the particularity of the industry is the most important factor in the 

decision-making of capital structure. Each industry has its own unique development 

model, so the capital structure is bound to be different. As far as the home appliance 

industry is concerned, the imbalance between current liabilities and long-term liabilities 

is a major drawback in its industry. Therefore, enterprises are carrying out capital 

structure. When making a decision, you must adjust these two liabilities to a balanced 

state. From the perspective of the debt maturity structure, the short-term, 

medium-term and long-term liabilities of the household appliance industry should be 

balanced and maintained in an appropriate proportion to meet the needs of enterprises 

for various types of funds in production and operation, and also need to pay attention 

to avoid the peak period of debt repayment. 

b. Establish a modern enterprise system and corporate governance structure 

Enterprises need to establish a modern enterprise management system and corporate 

governance structure. The home appliance industry is fiercely competitive at home and 

abroad. In order to make the company develop rapidly, it is necessary to carry out 

normative transformation of the enterprise and make efforts to become a real market 

competition subject. Actively explore diversified property rights structure, establish a 
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scientific and rational corporate governance structure, accelerate the pace of transition 

from policy financing to market financing, actively finance the capital market, and 

strive to form a multi-channel and wide-area financing model. 

c. Focusing on financial management, comprehensively improving the scientific 

management level 

Enterprises should strengthen financial management and carry out scientific and 

efficient management. Financial personnel must not only do a good job in the 

management and analysis of financial information, but more importantly, discover 

financial vulnerabilities in enterprises, thus making the development of enterprises 

more standardized. Enterprises must pay attention to the adjustment of funds and the 

scheduling of assets. Once the flow of funds is stagnant, the normal production and 

operation activities of enterprises will be severely hit [3]. For some scrapped fixed 

assets, it is necessary to clean up and realize in time, so that a batch of funds can be 

saved to make necessary supplements and spare funds for other business activities of 

the enterprise. Enterprises also need to strengthen the professional accounting of 

funds, strengthen the management of funds, and do a timely financial analysis, so that 

each fund of the enterprise can bring benefits to the enterprise in minutes. We must 

strictly control the use of funds in various departments, and make economic 

responsibility to people, fully understand the ins and outs of each fund. Only in this way 

can we fundamentally improve the capital management of the home appliance industry, 

thereby enhancing the competitiveness of enterprises. 

d.Establish a dynamic capital structure system 

Companies need to build a dynamic capital structure. The capital structure of an 

enterprise is a collection of multiple factors that should be influenced by the market and 

the development of policies. The home appliance industry is changing with each 

passing day. The relationship between market supply and demand, the development 

and application of new technologies, and the strategic goals of the company itself are 

constantly changing, so the capital structure is constantly changing. At the same time, 

enterprises must also increase the intensity of financing channels, and strive to 

establish a capital structure with strong functions, high turnover rate and rapid 

value-added, to protect the company's better development. 
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