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INTRODUCTION

Relevance. With the development of the times, especially in the integration of the global economy, group enterprises have become the mainstream of the development of corporate forms. Single enterprise through a variety of forms of capital operation gradually developed into a complex system, the result is that the company from the formulation of strategy to the implementation of strategy will have a more obvious systematic and complexity.

Throughout the history of modern enterprise development, single company scale development to a certain extent will inevitably evolve to the enterprise group, especially like the holding company this type of enterprise, the holding company is to the holding company as a link to the formation of enterprise clusters, the form of its performance for the joint venture, joint venture or equity participation, the holding company only in the holding company to hold a certain proportion of the equity stake, along with the expansion of the group's scale, the expansion of the asset, cross-field With the expansion of group size, asset expansion and cross-field development, the difficulty of group company management will increase dramatically. For large enterprise groups, especially pure holding companies, the headquarters is not engaged in production and operation, the main goal of its management is to improve the control of the parent company and the holding company's executive power. Therefore, actively exploring how to establish the equity management system of the holding company, and combining the actual innovation of the equity management work, will be the key problem that must be solved for the healthy development of the enterprise group.

Analysis of recent research and publications. The development of the conceptual approach to the development and implementation of equity management and analysis of Chinese companies by studying the formation of theoretical and methodological foundations of equity management and corporate capital in China is reflected in the scientific works of Wang Jipeng, Cheng Hongbo, Wang Dagang, Chen Zhijun, MazinA.M and others.
Connection of the qualification project with scientific projects, plans, and topics. The qualification certificate was issued at the Department of Management and Innovation Odesa I.I. Mechnichov National University. The scientific research plan in the process of state budget topic is “Innovative and investment guidelines for modernization of the national economy in the conditions of globalization” (State registration office 0121U109469, 2021-2025) – Equity formation strategy of a Chinese company. 
Goal and tasks. This study aims to demonstrate theoretically and methodologically that strengthening equity management mechanisms is conducive to improving the core competitiveness of Chinese firms.

In order to achieve the goals of the qualification program, it is necessary to set and solve the following tasks:

-Study the theoretical basis for the formation of equity management systems in Chinese enterprises;

-Determining the models and methods of the impact of equity management on the level of competitiveness of business entities;

-Taking Xiaomi as an example, analysing and studying the management on the competitiveness of Chinese companies;

-Proposing the optimisation of the equity capital management system of Chinese companies.
The object of the study is equity Management in Chinese Companies.
The subject of the study is the theoretical, methodological and practical aspects of the competitiveness management system of Chinese enterprises.
Research methods. The research in this paper adopts a combination of theoretical analysis and empirical research. 

On the one hand, because knowledge is the source of intangible assets, which is dynamic, intangible and difficult to quantify accurately, this paper adopts a qualitative analysis of the study of knowledge. In the process of research, a large number of literature is read, mainly through library information inquiry, online browsing, and actual research on high-tech enterprises to obtain information. 

On the other hand, on the basis of the literature review, defining the relevant concepts involved in this study, planning to write a paper using the knowledge related to enterprise management such as economics, accounting, investment, etc., summarising, analysing and concluding the relevant literature, mainly adopting the methods of literature research and case study.

Based on the combination of theory and practice, this study takes into full consideration the actual situation of Chinese holding companies, proposes management ideas that are relatively operable, and realises the initial exploration of the study from theoretical value to practical value.

The scientific novelty of the results obtained lies in the development of theoretical provisions and the development of practical recommendations for improving Xiaomi's equity management in the face of global challenges. The main elements of scientific novelty are: o a strategy for equity management has been developed, and a mechanism for optimizing the equity management of a Chinese company has been built.

Structure and scope of work. The work consists of admission, three chapters, conclusions, bibliography (list of used sources) (48 positions). The total amount of qualification project is 79 pages. The work includes 7 tables and 10 figures.

Chapter 1 discusses the theoretical foundations of capital formation and equity system of Chinese enterprises. Chapter 2 analyses and examines equity management in Chinese firms, using Xiaomi as an example. Chapter 3 considers how to optimise the equity management system of Chinese holding companies under the conditions of global challenges and form the firm's own equity management strategy.
CHAPTER 1                                                        THEORETICAL BASICS OF CAPITAL MANAGEMENT IN THE COMPANY
1.1 Theoretical foundations of the formation of the company's own capital
Capital itself has different meanings in different contexts. As one of the most basic concepts in the Company Law, many systems and rules in the Company Law are intrinsically and closely related to corporate capital. The corporate capital referred to in this article is from the perspective of the Company Law. "In the context of the Company Law, it refers to the value of white property acquired by the Company as a result of the contribution made by the subscribers of the Company's shares, whereby the contributors obtain the corresponding shares or shares and the Company obtains the capital". It has the following characteristics: "First, it is the company's own independent property; Second, it is an abstract amount of property, not a specific form of property; Thirdly, it is formed from shareholders' contribution, and the total amount of shareholders' contribution is the total capital of the company; Fourthly, when the company is established, it will be determined in the articles of association; Fifthly, it is a relatively fixed amount of property " [1].

Company Asset, also known as the company's real property, refers to all the property or property rights available to the company during its existence. Assets are classified into current assets and fixed assets. Fixed assets may be tangible, such as trains, computers or real estate, or intangible, such as trademarks, patents or goodwill. Current assets have a life of less than one year, which means that such assets are converted into cash within 12 months, such as corporate inventories, accounts receivable, etc. In accounting, there is a commonly used formula: Assets)= Liabilities)+ owners' s/shareholders' Equity or Assets)- Liabilities)= owners' equity, and the owners' equity in this formula includes paid-in Capital (or share capital), capital reserve, surplus reserve and undistributed profits, and the paid-in capital can be regarded as corporate capital herein. Based on the explanation of the above concepts, we can compare and distinguish corporate capital and corporate assets. Corporate assets and corporate capital have the following commonalities: First, corporate capital generally forms part of corporate assets and is equal when a company is established; Second, both can be expressed by a certain amount of property. There are the following differences between corporate assets and corporate capital: "First, the extension of corporate assets is wider than corporate capital, corporate assets include liabilities in addition to corporate capital; Second, the assets of the company will change continuously with the good or bad operation of the company during its existence, and the capital of the company is clearly determined in the articles of association when the company is established, unless it cannot be changed through legal procedures ".

The process of corporate capital formation refers to a process in which corporate investors transform their personal property into corporate property, and the corporate capital formation system is the system stipulated for this process. The academic circles in our country generally say that "the corporate capital formation system is a legal system composed of legal rules made by legislators based on various factors, such as legislative purpose, social background, legal tradition and practical needs, etc., including share issuance, payment by subscribers, mode of contribution and capital increase procedures" [2].

As a part of the company capital system, the extension of the company capital formation system is far less than the extension of the company capital system. The concept of the company capital system is the institutional arrangement of the company capital in a series of links, including its formation, maintenance and withdrawal, which involves the general process of the three principles of determining, maintaining and maintaining the company capital. 
The system of corporate capital formation only focuses on the collection and determination of corporate capital and capital increase during the establishment of a company, but does not cover the allocation of corporate surplus and the reserve share of corporate provident fund during the operation of a company. Therefore, the system of corporate capital formation cannot fully demonstrate the whole content of the system of corporate capital.

In the formation stage of corporate capital, corporate capital is the capital contributed by the shareholders of the company and publicized through the articles of association as the credit of the company and as the operating basis of the company. The capital of this company is generally considered as a certain material basis for the company to be able to independently assume responsibilities in external transactions, and also as a minimum bottom line gauge for the protection of the rights and interests of the company's creditors. Once it is recorded in the articles of association, it cannot be changed without legal procedures, which makes the corporate capital in the capital formation phase become a relatively static form of capital, and the operation process of the company is actually a dynamic process. With the operation of the company, the capital of the company is in constant operation and changes. 
The company's operation has both losses and gains, and the company's assets increase and decrease, and the amount of corporate capital will show a dynamic fluctuation in response. In the operation phase of corporate capital, the tangible and intangible capital of the company, which changes with the company's operating conditions, is relative to the corporate form capital It is precisely in order to control the company's capital, which fluctuates with the company's profit and loss, within a reasonable range, that every country's company law will ensure the relativity consistency between the company's registered capital (formal capital) and the company's real assets (substantive capital) by formulating various legal rules centering on the principle of capital maintenance in every link of the company's capital operation [3].

Classification of the Company's Capital Formation System

The academic circles in our country generally classify the corporate capital formation systems of various countries into three types: the legal capital formation system, the authorized capital formation system and the eclectic capital formation system evolved from the combination of the two, among which the eclectic capital formation system is subdivided into the licensed capital formation system which is partial to the legal capital formation system and the eclectic authorized capital formation system which is partial to the authorized capital formation system.

The statutory capital formation system is a company capital formation system established by the countries of the continental law system represented by Germany and France. It refers to a company capital formation system in which when a company is established, the total registered capital of the company must be clearly stipulated in the articles of association of the company, and the total registered capital of the company must be fully subscribed or raised by the shareholders of the company after a one-time issue, otherwise the company will not be established.

The authorized capital formation system is a product of the long-term development of the company laws of the common law countries represented by the United Kingdom and the United States. It refers to that when a company is established, although the total capital of the company should also be stated in the articles of association, the company does not have to issue all the capital at one time. As long as the shareholders of the company fully acknowledge, pay or raise a part of the total capital, the company can be declared to be established, and the rest of the capital is authorized to be issued or raised in one or several times at the discretion of the board of directors of the company when necessary [4].

The eclectic capital formation system is developed and derived from the statutory capital formation system and the authorized capital formation system, which is subdivided into two types: the licensed capital formation system which is partial to the statutory capital formation system and the eclectic authorized capital formation system which is partial to the authorized capital formation system. The so-called permitted capital formation system is formed by giving the board of directors the authority to issue shares and simplifying the company's capital increase procedures on the basis of the original system of the statutory capital formation system. Taking Germany's capital formation system as an example, the articles of association of a German company must clearly specify the total amount of the company's capital; The establishment of the Company shall be announced as soon as the promoters of the Company have subscribed for all the shares; With the consent of the Company's board of supervisors, the Articles of Association may authorize the Company's board of directors to issue new shares not exceeding half of the Company's total capital at the time of authorization within 5 years from the date of registration and establishment of the Company. Through the above modification, a certain breakthrough has been made on the basis of the structure of the original legal capital formation system in Germany, and the board of directors of German companies has been given a certain degree of decision-making power for capital increase in a limited way. The so-called eclectic authorized capital formation system is formed on the basis of the traditional authorized capital formation system by imposing certain restrictions on the power of the company's board of directors to issue shares independently. Such restrictions include the proportion and duration of the shares to be issued, and are applicable to all share issuance activities from the time of establishment to the time of establishment. Taking Japan's capital formation system as an example, Article 166 of the Japanese Commercial Code of 1950 stipulates that the articles of association of a company shall only record the total number of shares issued by the company, and the total number of shares issued upon establishment shall not be less than 25% of the total number of shares issued.

However, with the deepening of China's academic research and international academic exchanges, we have gradually found that China's traditional classification and definition of the three categories of the capital formation system are actually not the same as those of other countries, and may even be regarded as totally different.

Taking South Korea as an example, the Korean academic circle does not care about the concept of eclectic capital formation system. In the classification system of corporate capital formation system, there are only two types: the total amount is subject to restriction and the authorized capital system. The Korean academic circle insists that the corporate capital formation system currently adopted in South Korea is indeed an authorized capital formation system, and only improves the traditional authorized capital formation system in the United States and the United States to a certain extent based on the specific national conditions of South Korea. The Korean academic circle does not agree that China classifies the corporate capital formation system it adopted into the eclectic authorized capital formation system. It can be seen that the classification of China's eclectic authorized capital formation system has not been generally accepted by foreign scholars.

Thirdly, the two legal systems hold different perspectives on the theoretical observation of corporate law, and have different perspectives on the understanding of corporate capital formation system. In the company law of the countries of the continental law system, the extension of the company capital formation system is generally positioned from the capital formation link when the company is established. In the formation of. Taking Germany's capital formation system as an example, the articles of association of a German company must clearly specify the total amount of the company's capital; The establishment of the Company shall be announced as soon as the promoters of the Company have subscribed for all the shares; With the consent of the Company's board of supervisors, the Articles of Association may authorize the Company's board of directors to issue new shares not exceeding half of the Company's total capital at the time of authorization within 5 years from the date of registration and establishment of the Company [5]. 
Through the above modification, a certain breakthrough has been made on the basis of the structure of the original legal capital formation system in Germany, and the board of directors of German companies has been given a certain degree of decision-making power for capital increase in a limited way. The so-called eclectic authorized capital formation system is formed on the basis of the traditional authorized capital formation system by imposing certain restrictions on the power of the company's board of directors to issue shares independently. Such restrictions include the proportion and duration of the shares to be issued, and are applicable to all share issuance activities from the time of establishment to the time of establishment. Taking Japan's capital formation system as an example, Article 166 of the Japanese Commercial Code of 1950 stipulates that the articles of association of a company shall only record the total number of shares issued by the company, and the total number of shares issued upon establishment shall not be less than 25% of the total number of shares issued.

However, with the deepening of China's academic research and international academic exchanges, we have gradually found that China's traditional classification and definition of the three categories of the capital formation system are not in line with those of other countries, and may even be regarded as totally different.

Taking South Korea as an example, the Korean academic circle does not care about the concept of eclectic capital formation system. In the classification system of corporate capital formation system, there are only two types: the total amount is subject to restriction and the authorized capital system. The Korean academic circle insists that the corporate capital formation system currently adopted in South Korea is indeed an authorized capital formation system, and only improves the traditional authorized capital formation system in the United States and the United States to a certain extent based on the specific national conditions of South Korea. The Korean academic circle does not agree that China classifies the corporate capital formation system it adopted into the eclectic authorized capital formation system. It can be seen that the classification of China's eclectic authorized capital formation system has not been generally accepted by foreign scholars [6].

Thirdly, the two legal systems hold different perspectives on the theoretical observation of corporate law, and have different perspectives on the understanding of corporate capital formation system. In the company law of the countries of the continental law system, the extension of the company capital formation system is generally positioned from the capital formation link when the company is established. In the countries of Anglo-American law system, it is generally observed from the whole process of corporate capital formation and operation, such as capital formation, change, share buyback, merger and acquisition, share transfer, etc. The corporate capital formation system in the United States is an example. 
Apart from the regulations on the determination, subscription and sub-issue of the total corporate capital, it has also set up many complete supporting systems to safeguard the transaction safety and realize the balance of interests of all parties. It can be seen that internationally, the legal capital formation system and the authorized capital formation system in other countries are different from the conceptual definitions induced by the academic circles in our country.

In order to better describe the article and integrate with the world academic, this paper agrees to divide the capital formation system into two categories: the statutory capital formation system and the authorized capital formation system, while the eclectic capital formation system does not have the independent characteristics of Bai Cheng [7].

1.the statutory capital formation system

Tong said that the statutory capital formation system refers to the stipulation in the articles of association that the total registered capital of a company should be clearly stipulated when the company is established, and all the registered capital of the company must be fully subscribed or raised by the shareholders, otherwise the company may not be established. This strict ex-ante management method is used to ensure that the company has a solid material foundation at the beginning of its establishment, to prevent fraud and infringement caused by the establishment of shell companies and dwarf companies, to protect the legitimate rights and interests of the company's creditors, and to avoid chaos in the market. The statutory capital formation system generally has the following characteristics: First, the articles of association have clear provisions on the total registered capital; (2) One-off issuance of registered capital; Third, the registered capital shall be subscribed for or subscribed for by all shareholders. Among them, "it is necessary to issue the registered capital of the company in a lump sum" is the most important feature of the statutory capital formation system.

The evaluation of any kind of system is made by considering the system itself and examining the operation of the system in social life. It has both advantages and disadvantages. The advantages of the statutory capital formation system are as follows: First, it is conducive to determining and stabilizing the company's capital; Secondly, it is helpful to prevent the fraudulent acts of the company promoters in the establishment of the company; Thirdly, the Company has sufficient funds to guarantee the performance of debts incurred in the operation of the Company from the very beginning of its establishment; Fourthly, it is beneficial to improve the safety of market transactions between the company and its counterparties. Of course, it also has the following drawbacks: First, mandatory one-off issuance and full subscription (offering) will make it more difficult for companies to set up and raise the threshold for companies to set up; Second, the company's capital is inconsistent with the funds needed for the company's daily operations, which may result in idle and waste of funds; Third, the capital increase process is strict and complicated, which is time-consuming and expensive, and may cause the company to miss the investment opportunity [8].

2. Authorized capital formation system

Tong said that the authorized capital formation system means that, after the establishment of a company, according to the provisions of the company's articles of association, the entire capital of the company does not have to be issued in one lump sum. Shareholders of the company only need to subscribe for and pay part of the total capital, and the company can be declared established. The rest of the total capital is authorized to be issued and raised by the board of directors in time when necessary. The authorized capital formation system generally has the following characteristics: First, when a company is established, the total capital of the company must be clearly specified in the articles of association; Second, it is not necessary to issue all the registered capital in one lump sum and the shareholders only need to fully acknowledge or pay part of it; Third, shareholders can pay in installments; Fourthly, after the establishment of the Company, the Board of Directors may make its own resolutions to issue new shares without passing resolutions of the shareholders' meeting. Among them, "capital may be issued by the board of directors of the company in several installments" is the most significant feature of the authorized capital formation system. The installment issuance here is different from the installment payment under the statutory capital formation system, which is embodied in: the former refers to the installment formation of the company's capital, while the latter refers to the more flexible installment payment of the capital subscribed or subscribed for under the condition of one-time capital formation [9].

Similarly, the authorized capital formation system also has certain defects: First, it is easy to breed fraud and speculation in the establishment of companies, such as dwarf companies and Laolai companies. Second, it is not conducive to protecting the legitimate rights and interests of the company's creditors and transaction safety. The paid-in capital of the Company may be out of line with the actual scale of operation and asset strength, which is a significant risk to creditors. Third, it is not conducive to protecting the legitimate rights and interests of minority shareholders and transaction safety. The independent decision of the board of directors to increase capital is a double-edged sword, "on the one hand, it can improve the operating efficiency of the company; on the other hand, the power held by the board of directors can easily aggravate the internal control of the company". Therefore, the United Kingdom and the United States, which adopt the authorized capital formation system, will increase the supervision in the process and afterwards when they relax the pre-control on the formation of corporate capital, creating a strict information disclosure system, a strict corporate personality veil lifting system, a shareholders' representative action system and so on to achieve the balance of corporate interests, shareholders' interests and creditors' interests [10].
1.2 Equity management system of a Chinese company
Equity, also called shareholder's right or investor's ownership, is the investor's right to participate in the affairs of the company and enjoy the property and interests in the company in accordance with the provisions of the Company Law or the Articles of Association. Equity is the collective name of various rights and obligations acquired by investors after they subscribe for shares. Therefore, equity is acquired only when there are shares. Equity is mainly reflected in: (1) Equity is a right prescribed by law. Once the investor contributes to the company to obtain the equity, it will be bound by the national laws (Company Law) and the articles of association. It will not only enjoy the rights but also fulfill the obligations. (2) the right to equity as a symbol of property. In the past, equity was the ownership and management rights. Now this formulation can no longer reflect the meaning of equity. Under the main body of modern market economy, it is no longer a situation in which ownership and management rights were mixed and unclear in the past. Now equity is more of a symbol of property. (3) Equity is a consolidated right. When the investor obtains the equity, in the course of the company's operation, the shareholders may enjoy the property gains and may also bear the risks of losses. In modern enterprises, the size of equity is a reflection of how much capital is contributed. The share of equity determines the position in the company. The equity owned by the shareholders is the only criterion for determining the position of the shareholders in the company. The number of equity shares directly determines the position of the shareholders in the company and the decision-making power of the company[11].

Equity management is an enterprise's decision-making, organization, control and coordination of various activities in the process of equity investment, operation and disposal of the company under the premise of complying with national laws and regulations and the articles of association. Equity management is not one-sided management, but all-round management, including investment, finance, administration, income, etc. Equity management is not micro-thinking management, but macro-thinking management. Equity management is a new direction of enterprise management, a new topic and concept, an innovation and breakthrough, a new way for healthy development of enterprises and the core of enterprise management.

The scope of equity management. First of all, the scope of equity management is different from the scope that equity can control. The characteristic of joint-stock system is that large capital controls small capital, but the controlling of large shareholders is not the equity management of other shareholders. Large shareholders cannot control the investment decisions of other shareholders, nor can they change other equity into the equity of large shareholders. Secondly, the ownership and management rights of joint-stock companies should be separated to a certain extent. According to the principle of separation of the two rights, the owners can also enter the company's management level to make decisions about the company's operation, but the company's management rights do not depend on the ownership rights. Equity can only be a symbol of shareholders' property in the company. It cannot be an inevitable choice for the right of management. It can only be the qualification to become an operator, not all equity owners must become the operator of the company.

The goal of equity management is how to use the functions of equity, promote the rational allocation of corporate capital, improve the efficiency of asset operation, and ultimately realize the maximum growth of capital through the control of the enterprises invested by equity[12].

According to the goal of equity management, the basic starting point is to achieve the maximum growth of capital. The content of equity management mainly includes the following aspects: first, the management of equity subjects; Second, the management of equity transfer; Third, the management of the establishment of equity shares. Fourth, the management of equity supervision.

The basic principles of equity management must be abided by. First, the authority must be exercised in accordance with the law. The implementation of equity management must be based on the Company Law and the rules and regulations of the enterprise, so as to neither lose position nor be offside. Second, to improve the structure and system, the implementation of equity management must be based on the corresponding organizational structure and system, and the specific implementation of each work department and post, establish a standardized and scientific process, in order to ensure the strict implementation of the work. Third, the implementation of supervision means, equity is the core interests of shareholders, is the core assets of the enterprise, strict and necessary supervision means are indispensable, only by adopting scientific and reasonable supervision methods, can we ensure the stability and non-loss of shareholders' capital, can we protect the rights and interests of shareholders on a large scale, and ensure the healthy development of the company [13].
-Development of Equity Management
Equity arises from the creation of shares, which represent the rights of the shares. Equity management developed with the development of joint-stock companies. Simply put, equity management at that time was a measure to maximize the interests of assets in joint-stock companies.

Foreign joint-stock companies developed relatively early. Famous scholars Lang Xianping and Yang Yaohui studied. The first joint-stock company appeared in Britain around the 10th century. In the middle and late 14th century, Britain successively established companies in the form of joint-stock companies, such as Moscow Company, Spanish Company, Eastlands Company, Levant Company, Guinean Company and East India Company. After that, other European countries followed suit, among which Holland established the first permanent trading company in the modern world in 1962 and the earliest stock exchange in the 16th century. In the 17th and 18th centuries, three major financial crises broke out in Europe. European countries believed that shareholding system and stocks were the basic causes of the financial crisis. In the mid-18th century, Britain and France and other countries established the "Bubble Act" to prohibit the establishment of joint-stock companies, and the shareholding system gradually declined. After the economic crisis of 1929, the United States adopted strict legislation in 1932 to limit the negative effects of the shareholding system, and the shareholding system was back on the right track.

China's first joint-stock enterprise first appeared in 1872 when China Merchants Bureau was established. In the 1970s and 1980s, the Westernization Movement established a number of joint-stock mines and enterprises. During the Republic of China, the shareholding system further developed. After the founding of New China, it was mainly divided into two stages before and after the reform and opening up. Before the founding of New China, China implemented a highly centralized planned economy, and the shareholding system hardly existed, so there was hardly any statement of equity management.

After the reform and opening up, China's joint-stock system began to develop. The development of joint-stock system can be roughly divided into three stages: the first stage was listed in 1978 and 1991, which belongs to the embryonic stage. In 1978, some farmers in the rural areas of our country established the rural joint-stock cooperative system by taking shares in various ways. The first joint-stock company, Shenzhen Baoan Lianhe Investment Company, was established in 1983. On July 20, 1984, Beijing Tianqiao Department Stores Co., Ltd., the first joint-stock company in China that can publicly issue shares, was established. The Shanghai Stock Exchange was established on December 19, 1990. This stage is the pilot stage of joint-stock system, and equity management has not yet formed a certain system. The second stage, from 1992 to 2000, is a stage of exploration and rapid development. At the beginning of 1992, the southern tour speech confirmed the pilot shareholding system. In 1992, there were more than 3,700 joint-stock enterprises nationwide. The Third Plenary Session of the 14th Central Committee of the Communist Party of China (CPC) in 1993 put forward in its "Decision on Problems Concerning the Establishment of a Socialist Market Economy System" that "a company-based shareholding system is a beneficial exploration for the establishment of a modern enterprise system". The Company Law of 1993 established the legal status and duties of the board of supervisors. The "Company Law" clearly defines the internal governance structure of the company, and clearly stipulates the basic framework of modern company systems such as shareholders' meeting, board of directors and board of supervisors [14]. 
The report of the 15th National Congress of the Communist Party of China in 1997 pointed out that shareholding system is a form of capital organization for modern enterprises. At this stage, the shareholding system has changed from a pilot to a rapid development stage, and the equity management has moved from the initial stage and exploration to the stage of gradual improvement. The third stage is from 2001 to the present, which is a deepening stage. In the last ten years, the state has perfected the shareholding system through laws and policies, and the shareholding system has been deepened continuously. At this stage, the equity management has become increasingly mature and perfect.

China's small and medium-sized private enterprises have entered a stage of rapid development after their speech on the southern tour. In the process of the gradual improvement of the socialist market economy, the weakness of small and medium-sized private enterprises in terms of weak capital strength and lack of management has gradually emerged. In order to expand the productive forces and improve the operating efficiency of enterprises, joint-stock system has been implemented one after another. Therefore, equity management has gradually become the core of the management of small and medium-sized private enterprises and the bottleneck hindering the development of small and medium-sized private enterprises. Under the general environment of modern market economy, with the continuous improvement in quantity and quality of small and medium-sized private enterprises, and with the increasing proportion of private economy in the national economic system, small and medium-sized private enterprises are no longer satisfied with making small noises. In order to improve their ability, small and medium-sized private enterprises are moving forward from extensive management to scientific and modern enterprise model. Shareholding system is just the inevitable trend of the development of small and medium-sized private enterprises. Equity is the core of joint-stock enterprises, and the construction of equity management is very important for small and medium-sized private enterprises. At present, equity management is a new topic in China[15]. 
The research on equity management seldom involves small and medium-sized private enterprises, and the equity management of unlisted small and medium-sized private enterprises is even blank. At present, small and medium-sized private enterprises are playing a more and more important role in the national economic system and assuming more and more social responsibilities. In order to expand the productive forces and improve the operating efficiency, many enterprises have adopted joint-stock system one after another. However, due to internal and external reasons, small and medium-sized private enterprises have great deficiencies in management. The management of equity is very weak and even there is no equity management, which directly affects the development and competitiveness of enterprises.

1.3Methods of managing the equity capital of a Chinese company

The equity capital management method of China enterprises involves many aspects, including the definition of equity structure, the standardization of changes in equity process, the improvement of equity incentive mechanism and the strategies of capital operation.

When an enterprise carries out equity management, it first needs to clarify its own equity structure, which is the basis for ensuring the stability and long-term development of the enterprise. The enterprise should formulate a clear equity management system, including equity transfer, equity pledge and other processes, and establish a corresponding supervision mechanism to ensure the legitimacy and fairness of changes in equity [16].

Enterprises can stimulate employees' enthusiasm and creativity through the equity incentive mechanism. For example, through the sale of shares to employees or the implementation of ESOP, employees can become shareholders of the enterprise and share the development results of the enterprise. This can not only strengthen the staff's sense of belonging and loyalty, but also help to improve the cohesion and competitiveness of the enterprise.

In addition, when an enterprise obtains and manages equity capital, it usually adopts various methods, such as initial public offering (IPO), additional new shares, private equity investment, etc. These ways can attract external investors and increase the equity capital, thus expanding the scale of equity capital. At the same time, the enterprise also needs to reasonably set the equity structure, balance the interests of new and old shareholders, and pay attention to the protection of shareholders' rights and interests [17].

In terms of capital operation, an enterprise can optimize its capital layout by means of asset restructuring, merger and division, etc. to promote capital flow and realize value appreciation. In addition, the enterprise can also maximize the value of the company through market value management and through the investment and operation of the equity of the listed company.

In short, the equity capital management methods of China enterprises are various, involving from the clarity of equity structure to the strategies of capital operation. Through scientific and reasonable management methods, enterprises can effectively enhance the value of their equity capital and achieve long-term stable development.

The main challenges faced by China enterprises in implementing the equity incentive mechanism can be analyzed from various aspects.

Legal and regulatory restrictions:

The restriction of regulatory policy is the main difficulty for China enterprises to implement long-term incentive plan. For example, the Measures for the Administration of Incentives stipulates that the total number of underlying shares involved in all effective equity incentive plans of listed companies shall not exceed 10% of the total share capital of the company in aggregate, which may not be able to meet the growing needs of enterprises.

The State-owned Assets Supervision and Administration Commission of the State Council stipulates that the proportion of initial implementation of equity incentive shall not exceed 1%, which has the problem of insufficient allocation and affects the equity of equity incentive [18].

Laws and regulations have strict provisions on share repurchase, and the contradiction between laws and regulations and the practice of stock options limits the design of equity incentive scheme.

Insufficient incentive intensity:

The existing research points out that the intensity of equity incentive of listed companies in China is generally low, and the coverage of incentive targets is limited, which is mainly concentrated at the senior management level, while staff incentives are relatively small.

The problems of loose incentive conditions and short term lead to the failure of equity incentive to play the expected role of restraint and incentive.

Moral hazard and internal harmony:

Equity incentive plan is easy to cause moral hazard and destroy the harmonious atmosphere within the enterprise. Different positions between managers and shareholders, asymmetric information and managers' default may cause losses to the enterprise.

Staff awareness and expectations management:

Not all employees believe that equity incentive is an important opportunity to realize financial freedom, and some employees regard it as a pie. The staff do not know enough about the grant mechanism, exercise process and tax payment requirements of the equity incentive, which may lead to false expectations and disputes.

Complexity of program design and implementation:

It takes a long time from the scheme design to the grant and realization of equity incentives, and the operation process is complicated and highly professional, which results in poor data management and communication. The equity incentive model does not match the company's industry, business model and development stage, and the cost of post-adjustment is high [19].
CHAPTER 2

ANALYSIS OF THE CHINESE COMPANY'S EQUITY
2.1 Organizational and economic characteristics of a Chinese company


1. Business overview

Xiaomi Company was established in April 2010 and listed on the Main Board of the Hong Kong Stock Exchange on July 9, 2018. It is a consumer electronics and smart manufacturing company. Xiaomi's mobile phone ranks third in the global market share, according to Canalys. By the first quarter of 2024, apart from smartphones, tablets and laptops, Xiaomi's AIoT platform had 786 million devices connected, with a total of 15.2 million device users with five or more devices connected to the platform.

According to the company's annual report, Xiaomi's business segment is mainly divided into three parts: smart phones, IoT and consumer products and internet services. Among them, smart phone products include millet phone series and red rice phone series; IoT and consumer products include smart appliances such as air conditioners, refrigerators and washing machines, and smart wearable devices such as wrist watches and bracelets; Internet services segment refers to value-added services of smart TVs such as subscription services, and sales of products such as millet boxes and millet TV sticks for smart TVs [20].

Table 2.1 Overview of Operating Income Sub-modules of Xiaomi Company in 2022
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On October 26, 2023, Xiaomi announced its new operating system, Xiaomi Poyang OS, at the new product conference. At the same time, with the combination of Xiaomi's layout in the field of smart electric vehicles, it proposed the company's major strategic transformation strategy: upgrading from "mobile phone ×AloT" to "people, cars and the whole ecology". That is, through the surging OS, Xiaomi users can connect the devices around them into a whole, and call hardware across the devices through application, so as to realize ecological interconnection from personal devices to smart homes, and then to smart travel.

On December 28, 2023, Xiaomi Automobile held its first press conference, announcing its technologies and partners in the fields of battery technology, vehicle manufacturing technology, intelligent driving technology, intelligent cockpit, etc. Among them, the smart cockpit is regarded as Xiaomi's traditional strength by Lei Jun. In this field, the operating system of the vehicle is the surging OS. Therefore, the car machine provides exactly the same use logic as the Xiaomi mobile OS, supporting the sharing and interconnection of the complete screen of the mobile phone, including the large-size HUD and the oversized rear-row tablet computer. Lei Jun believes that "self-driving is the key to winning the battle of smart cars". So far, Xiaomi has invested 3.3 billion yuan in research and development in the field of self-driving, with a total team of 3,400 engineers. Xiaomi Motors achieved mass production in the first half of 2024. The first batch of deliveries started on April 3 and the delivery volume of Xiaomi Motors reached 10,000 units as of May 15.

2. Financial overview

Table 2.2 Consolidated Income Statement of Xiaomi Company for 2018-2022
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The above table is extracted from Xiaomi Company's 2022 annual report, which is equivalent to the mainland's profit statement, and the financial indicators therein are also named by the Hong Kong term. Where "revenue" refers to "sales revenue"; "Gross profit" means "gross profit", being the difference between sales revenue and costs of sales; "Operating profit" means "earnings before interest and tax (EBIT)" which is the gross profit less operating expenses; "Annual profit" means "net profit"; "Profit attributable to shareholders" is commonly referred to in the Mainland as "net profit attributable to the owners of the parent company"; "Total consolidated income for the year" means "Total consolidated income", which comprises net profit and other consolidated income; "Shareholders' share of consolidated income" means "consolidated income attributable to the owners of the parent company"[21].

Judging from the financial statements, Xiaomi's total operating income and gross profit continued to grow from 2018 to 2022, and the growth rate was relatively steady. In 2022, Xiaomi realized a total revenue of RMB280 billion, representing a year-on-year decrease of 14.7%, and adjusted net profit was RMB8.5 billion, representing a year-on-year decrease of 61.4%. The main reason for the decline in revenue was the decline in mobile phone shipments. Lu Weibing, Xiaomi's president, said the "destocking" strategy, as well as the appreciation of the US dollar, also had an impact on the decline in revenue. In order to get rid of the inventory, Xiaomi's mobile phone adopted the strategy of significantly reducing the price, which resulted in the average price of its smart phone was only 1,111 yuan/unit. However, the components were denominated in USD, and the appreciation of USD led to the increase of its cost.

3. Organizational structure

The organization chart of Xiaomi is shown in Figure 3-1. It can be seen that the organization structure is relatively flat. Among them, according to the Company's Corporate Governance Report, the Board comprises three executive Directors (Lei Jun, Lin Bin, Liu De), one non-executive Director (Liu Qin) and three independent non-executive Directors (Chen Dongsheng, Wang Shunde, Timothy W. Tong). Professor Timothy W. Tong resigned as an independent director in January 2024.

Unlike mainland companies, Xiaomi does not have a board of supervisors but has a board of directors. It comprises five subcommittees: the Audit Committee, the Corporate Governance Committee, the Nomination Committee, the Remuneration Committee and the Group Governance Committee (Group Operations Management Committee and Group Human Resources Committee). The first four committees were established in accordance with the Listing Rules and the CG Code of the Stock Exchange, while the Group Governance Committee was newly established by Xiaomi Company in January 2023. The first four committees are all directors of the Company and the Audit Committee comprises one non-executive director and two independent non-executive directors, namely, Liu Qin, Chen Dongsheng and Wang Shunde; The Corporate Governance Committee comprises three independent Directors; The Nomination Committee comprises one executive Director and two independent non-executive Directors, namely, Lin Bin, Wong Shun Tak and Timothy W. Tong; The Remuneration Committee comprises one executive Director and two independent non-executive Directors, namely Lei Jun, Chen Dongsheng and Wang Shunde. It can be seen from this that the members of the board Committee of Xiaomi Company are all board members, and the purpose of mutual restriction is achieved by matching in different scenes [22].

In Xiaomi Company, the business department is the core department, among which the Software and Experience Department, the Internet Business Department and the Business China and Taiwan Department are the three newly established departments in the organization adjustment in December 2020, which are integrated from several independent departments in the past. In 2018-2019, Xiaomi's business units were relatively dispersed, while in the adjustment in 2020, one to five internet units were split and merged into the internet business unit; The former TV department and notebook computer department were included in the software and experience department, which was responsible for improving the basic experience and connectivity of mobile phones and other core hardware.
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Fig. 2.1 organization chart of Xiaomi company

Data source: Millet Company 2020 "Upgrading of Corporate Organizational Structure and Appointment of Cadres" and Millet Company 2022 Annual Report

4. Equity structure

Multiple rounds of financing before listing

Before the listing, Xiaomi had made several rounds of financing. In its early days, Xiaomi attracted the support of some famous investors through angel investment and venture capital, including IDG Capital and Sequoia Capital. These investments helped Xiaomi to obtain start-up capital at an early stage and promoted the development of the company. From 2010 to 2014, Xiaomi conducted several rounds of financing and gradually attracted more investors to join. Through these financing, Xiaomi's smartphone sales in the China market continued to grow and began to expand into other smart hardware devices and internet services. In 2014, Xiaomi went through a round of financing, valued at $ 45bn, making it one of the world's most highly valued tech start-ups.

A dual equity structure is adopted when listing

The dual ownership structure refers to the multi-right shares and single-right shares acting together in a company. That is, there are two different types of shares in a company: A-shares and B-shares, which have the same right of return but different voting rights. Among them, B shares are issued to ordinary shareholders with one share and one right, which can circulate in the market; The A shares are generally held by the founders and senior management. One share corresponds to multiple voting rights and are generally not publicly traded.

In 2018, Xiaomi Group was listed on the HKEx IPO with a dual equity structure. Its shares are divided into Class A ordinary shares and Class B ordinary shares, and the voting rights of one Class A ordinary share equals to 10 Class B ordinary shares. Xiaomi's founding team owns A shares with 10 voting rights per share and shareholders and other investors own B shares with 1 voting right per share. Under the traditional structure of the same share and the same right, Lei Jun holds only 31.41% of the shares, while Lin Bin holds only 13.32%. Under the dual equity model, it can be calculated based on the ratio of 10:1 that Lei Jun holds 62.5% of the voting rights, Lin Bin has 26.5% of the voting rights and the two share 89% of the super voting rights.

Table 2.3 Proportion of Voting Rights of Xiaomi Company

	
	Leijun
	Linbin
	The rest of the shareholders
	total

	Equity rights under the same share and the same right structure
	31.41
	13.32
	55.27
	100

	Proportion of voting rights
	10
	10
	1
	-

	Voting rights under the dual shareholding structure
	314.1
	133.2
	55.27
	502.57

	The proportion of voting rights under the dual shareholding structure
	62.5%
	26.5%
	11.0%
	100.0%


According to the disclosure in Xiaomi's 2022 annual report, Lei Jun holds 90.06% of the Class A shares and 9.44% of the Class B shares of Xiaomi through Ark Trust (Hong Kong) Limited. At the beginning of the listing, Lei Jun and others only held Class A shares, but now they also hold Class B shares because of Xiaomi's share buyback plan. Pursuant to Rule 8A.21 of the Rules Governing the Listing of Securities on the Stock Exchange, a company's repurchase of Class B Shares requires the conversion of its Class A Shares into Class B Shares on a one-for-one basis, with a proportionate reduction in the number of different voting shares of the company, at which time the proportion of shares held with different voting shares of the company will not increase. Xiaomi Company repurchased its shares 7 times in 2022, and the corresponding class A shares were converted into class B shares 3 times in 1:1 ratio. It can be seen from this that the essence of the share buyback of Xiaomi Company is the process by which Lei Jun and others convert their Class A shares into Class B shares. The number of Class B shares in circulation has not changed, and the shares of Lei Jun and Lin Bin have decreased.

The purpose of adopting a dual equity structure

As a high-tech company, Xiaomi's success depends on its research and development personnel to bring continuous inspiration to the company and continuously optimize the product performance. However, if private capital holds the right to speak, it may cause the company to prefer to pursue quick profit cashout and ignore the continuous update and innovation of products. Such a situation would prevent the company from continuously carrying out technological research and development and product improvement.

Xiaomi has adopted a dual ownership structure, which enables the company to meet financing needs while protecting the founder's control over the company, ensuring the consistency and coherence of the company's strategic deployment, enabling the company to focus more on long-term technological innovation and strategic development without being affected by short-term profit pressure, and also providing investors with more stable and sustainable investment opportunities. For the founders themselves, it can also significantly reduce the cost of ownership that they should have paid [23].
2.2 Methodology for analyzing the equity capital of a Chinese company

1. Changes in the Company's share price over the years

When considering the value of the shares in hand, the incentive target will make a judgment by observing the recent changes in the stock price, so as to estimate the expected return of the shares in hand. Xiaomi Company's share price has generally shown a trend of first rising and then falling since its listing. After 2022, it has shown a relatively stable state. The share price in 2021 was the highest in recent years.
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Figure 2.2 Total value of Xiaomi's stock grants and year-end share price
The above figure shows the change in the total value of Xiaomi's grant share price and the share price at the end of the year. The left ordinate axis represents the total grant price and the right ordinate axis represents the share price at the end of the year. It can be seen that the total value of the shares granted has a trend of first increasing and then decreasing; Take the share price at the end of each year as an example, from 2019 to 2022, the share price also showed a trend of rising first and then falling. As the number of shares granted is increasing year by year, the trend of total value of shares is caused by the change of share price. 
For the incentive target, the main factors that determine the incentive value of equity are the change of share price and the number of shares granted. If the share price remains stable, the value of the grant will continue to rise. As both incentive plans of Xiaomi have vesting periods, the shortest vesting period since 2020 is 3 years, and the longest is 10 years. Therefore, the short-term decline in share price will have little impact on the incentive target, and this arrangement of vesting period has also selected some employees who are willing to maintain an optimistic attitude towards Xiaomi's future development. Therefore, Xiaomi Company attaches great importance to equity incentive. The scale of equity incentive expands with the growth of the Company, and the sustainability of its plan is good.

Innovation capability

Xiaomi's business strategy emphasizes innovation. As can be seen from Table 4-4, the research and development expenditure of Xiaomi Company has increased year by year, nearly tripling from 2018 to 2022, when it was just listed. At the same time, the salaries of research and development personnel have been increasing year by year. Considering the number of research and development personnel in Table 4-3, it can be calculated that the average annual salary of research and development personnel is about 500,000 RMB. Among them, the per capita annual salary showed a slight decrease in 2021. As the number of research and development personnel in that year increased by 40.3% year-on-year, it can be seen that less than half of the research and development personnel involved in the statistics were recruited in that year. As wages are linked to rank and length of service, this may be a major reason for the decrease in per capita annual salary. In 2022, the year-on-year growth rate of R&D personnel dropped significantly to 10.8%, while the annual salary of R&D personnel increased significantly to RMB596,000, which is consistent with the correlation mentioned above[24].

Table 2.4 Research and Development Investment of Xiaomi Company (Unit: RMB/Yuan)
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As can be seen from Figure 4-3, the proportion of research and development investment in Xiaomi's revenue has shown an almost straight-line growth trend, which indicates that Xiaomi is paying more and more attention to innovation. Xiaomi's annual report will also disclose the item of "share-based salary expenses", which includes the equity incentive expenses and the Xiaomi Development Fund (staff fund), which basically shows the incentive situation of the company for research and development personnel. Except for 2018, the expenses are between RMB2 billion and RMB2.5 billion, which shows that Xiaomi Company has a stable equity incentive for research and development personnel and has a certain planning.
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Figure 2.3 Trend change of Xiaomi's R&D investment as a percentage of revenue
According to Xiaomi's White Paper on Intellectual Property and Innovation released in December 2022, as of September 2022, Xiaomi had more than 29,000 patents worldwide. Xiaomi, as a high-tech enterprise, has been continuously integrating with new technologies. By the end of September 2021, the share of 5G standard patents claimed was the 13th in the world; By the end of September 2022, there were more than 1,200 patents in the field of artificial intelligence, more than 2,000 patents in the field of interconnection of all things, and more than 300 patents in the field of intelligent manufacturing. In addition, Xiaomi has regular patent applications and licensing awards, as well as corporate-level patent awards. The company-level patent award is awarded through a review mechanism to inventors, designers and patent engineers who have made significant contributions to patents.

- Employee satisfaction and employee retention

The implementation of the equity incentive plan can generally stabilize the company's talent team, enhance the staff's sense of belonging and reduce the staff turnover rate. As the staff satisfaction survey of Xiaomi Company is aimed at all staff, and each staff is a potential incentive object, this situation can be analyzed from the side through two indicators of staff satisfaction and staff retention rate.
Table 2.5 Employee Satisfaction Survey of Xiaomi Company
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According to the Social, Environmental and Governance Report (ESG Report) disclosed by Xiaomi, in 2021, the Xiaomi Labor Union launched a digital platform for employees' needs, where employees can provide anonymous or real-name feedback, and regularly publish solutions or directly track and respond to employees' problems. Through the way of questionnaire survey, employees' feedback on the company's organizational management and satisfaction is collected, and employee engagement, engagement, loyalty and recognition are comprehensively analyzed. In 2021, nearly 80% of the employees participated in the survey, among which more than 90% of the employees were full of interest and expectation[25]. 
The overall satisfaction score of the employees increased by about 4% as compared with the beginning of 2021. At the same time, the proportion of employees who plan to stay in the company for more than 3 years increased by about 5% compared with the beginning of the year. In 2022, all employees participated in the survey and over 87% of employees gave effective feedback. The results show that the overall employee satisfaction score increased by approximately 2.5% as compared with the beginning of the year, and the proportion of employees who plan to stay in the company for more than 3 years increased by approximately 3.5% as compared with the beginning of the year.

As Xiaomi did not count these indicators before, it is not possible to know the employee satisfaction survey before 2020. However, in the three years from 2020 to 2022, the enthusiasm of participating in the questionnaire, employee satisfaction and the number of employees who plan to stay longer have increased. As an important incentive measure for employees, equity incentive effectively stabilizes employees and improves employee satisfaction[26].

2.3 Evaluation of the effectiveness of the use of own capital

Analysis of financial indicators

In this paper, five representative A-share listed companies are selected as the comparative companies in the same industry analysis, namely, ZTE (000063), BOE A(000725), Shun Luo Electronics (002138), Gore (002241) and Hyconway Vision (002415). All five companies are in the computer, communications and other electronic equipment manufacturing industry. The industry average value is the average value of the above five companies, and the data are from the national Taian database. The reason for selecting companies in the same industry is to eliminate the interference of changes in market environment and other reasons on the implementation effect analysis of equity incentive as far as possible.

1. solvency

In this paper, three solvency indicators are selected for analysis, namely, current ratio, quick ratio and asset-liability ratio. The changes of specific indicators are as follows. It can be seen that during the implementation of equity incentives, Xiaomi's solvency has been improved in general.

The first is the analysis of solvency indicators. From 2015 to 2022, Xiaomi's liquidity ratio increased from 1.52 to 1.79, indicating that Xiaomi's short-term solvency is improving. Xiaomi's liquidity ratio showed a trend of first decline and then rise. It required a large amount of capital in the early stage of the company's establishment, so the liquidity ratio was lower than the industry average at that time; When Xiaomi went public in 2018, it became stable and was close to the industry average [27].
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Figure 2.4 Current Ratio of Xiaomi Company from 2015 to 2022

Source: National Tai 'an Database

Xiaomi's quick ratio showed a fluctuating upward trend. Like the current ratio, it was lower than the industry average before 2018, showing an anti-overshooting trend after 2018, and higher than the industry average in the past three years. This shows that Xiaomi Company's short-term solvency has been enhanced and its financial risk is relatively low.
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Figure 2.5 Quick Ratio of Xiaomi Company from 2015 to 2022

Source: National Tai 'an Database

From 2015 to 2017, the asset-liability ratio of Xiaomi Company was more than 200%, indicating that the company's debt level was far greater than its assets, and the company was facing a serious dilemma of insolvency. According to the disclosure, the total owners' equity of Xiaomi Company from 2015 to 2017 was-86.6 billion,-92.1 billion and-127.2 billion respectively. The asset-liability ratio continued to decline in the pre-listing period, and the long-term debt repayment ability was gradually enhanced. After the listing of Xiaomi Company in 2018, through a series of equity incentive plans, the total assets can be increased by increasing the owner's equity while keeping the liabilities unchanged, thus reducing the asset-liability ratio and the solvency of the Company. Since 2018, its asset-liability ratio has been maintained at a normal level of around 50%, which is close to the industry average. The decrease in 2022 was due to the decrease in corporate current liabilities, which was mainly due to the decrease in accounts payable.
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Figure 2.6 Asset-liability ratio of Xiaomi Company from 2015 to 2022

Source: National Tai 'an Database

Through the analysis of solvency indicators, it can be seen that the performance of Xiaomi Company before listing is different from the industry average. After listing, the current ratio tends to be stable, and the quick ratio rises steadily, and is close to the industry average. After listing, the long-term solvency of the company can be seen from the indicators of asset-liability ratio that there is a significant decrease and tends to be stable, which is related to the company's ability to absorb capital market funds after listing. After the listing of the company, the equity incentive plan started from 2019. It can be seen that from 2019, the two indicators that reflect the short-term debt-paying ability have been rising steadily in a fluctuating way, and the asset-liability ratio that reflects the long-term debt-paying ability has also been falling in a fluctuating way. The company's debt-paying ability has been strengthened, and the equity incentive strength has also been increasing year by year, both of which are consistent.

2. Operating capacity

This paper analyzes the operating capacity of Xiaomi Company from 2015 to 2022 by combining accounts receivable turnover rate, inventory turnover rate and total assets turnover rate.
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Figure 2.7 Accounts Receivable Turnover Rate of Xiaomi Company from 2015 to 2022

Source: National Tai 'an Database

The receivable turnover rate is calculated as operating income/average occupation of receivables. The turnover rate of accounts receivable of Xiaomi Company is far higher than the industry average, which indicates that the receivables can be recovered more quickly, the funds can be used more quickly and better, and the use efficiency of the funds can be improved. From 2015 to 2022, the turnover rate of accounts receivable of Xiaomi Company has been showing a downward trend, which indicates that the recovery rate of accounts receivable has decreased, which cannot be separated from the expansion of operation of Xiaomi Company. The increase of accounts receivable represents the enterprise's strategy of promoting sales and reducing inventories.
[image: image12.png]o

e ndusty average

o millet

P os o ®

. 00
. 00

00
00

. 00

00

Inventory tumover

._./\,\_‘_‘_.

————————

2015
5.24
7.18

2016
5.53
.10

2017 | 2018 2019

2020

5.59 | 4.87 4.83 | 4.59
3

8.05 6.67

5.71

5.

2021
4.38
5.74

2022
3.99
5.45




Figure 2.8 Inventory Turnover Rate of Xiaomi Company from 2015 to 2022

Source: National Tai 'an Database

The inventory turnover rate is calculated as operating cost/average inventory occupation. Generally speaking, the larger the inventory turnover rate, the lower the occupation level of the enterprise's inventory, the lower the risk of unsalable products and the higher the capital utilization rate. The inventory turnover rate of Xiaomi is higher than the industry average, which indicates to some extent that Xiaomi's products are favored by consumers and that the company has reasonable control over the inventory of goods. However, from 2015 to 2022, the inventory turnover rate of Xiaomi has a downward trend, which corresponds to the phenomenon in Figure 4-5 that Xiaomi significantly increased its accounts receivable to promote sales and reduce inventory. The industry average also showed a downward trend from 2015 to 2022, indicating that the development of the smart hardware market in recent years has been slower than in the past and consumers' consumption enthusiasm has decreased [28].
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Figure 2.9 Total Assets Turnover Rate of Xiaomi Company from 2015 to 2022

Source: National Tai 'an Database

The total assets turnover rate is calculated as operating income/average total assets. The higher the total assets turnover rate, the faster the total assets turnover rate, the higher the asset utilization rate and the stronger the sales ability. The turnover rate of total assets of Xiaomi was higher than the average during the past 8 years, and showed a downward trend. Early years, Xiaomi adopted a small profit but quick turnover sales strategy, while in recent years, Xiaomi has also entered the high-end market, which may be one of the reasons for the decline in this indicator. At the same time, both accounts receivable turnover and inventory turnover decreased, which lowered the total assets turnover.

3. profitability

This paper will mainly analyze the profitability of Xiaomi based on its profit statement data. Equity incentives affect employees' ability to create value, which in turn indirectly affects the profitability of the company[29].

Table 2.6 Profitability Indicators of Xiaomi Company for 2016-2022 (Unit: RMB/Billion Yuan)
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From 2016 to 2021, the operating income of Xiaomi Company continued to increase, and decreased slightly in 2022. The main reason for the decline in revenue was the decline in mobile phone shipments. Lu Weibing, Xiaomi's president, said it was a "de-stocking" strategy and the appreciation of the US dollar also affected the decline in revenue. In order to get rid of the inventory, Xiaomi's mobile phone adopted the strategy of significantly reducing the price, which resulted in the average price of its smart phone was only 1,111 yuan/unit. However, the components were denominated in USD, and the appreciation of USD led to the increase of its cost. The sharp drop in prices of mobile phones in 2022 also led to a significant decrease in net profit and operating profit margin. Excluding 2022, the profit index of Xiaomi Company has been relatively stable in recent years, with gross profit etc. rising steadily.
[image: image15.png]Operating margin

20.00%
10.00% — == e—e———
0.00%
-10.00%
~20. 00%
-30.00%

~40. 00%
2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022

———industry Mean 10.81% 14.11% 12.46% 10.76% 11.87% | 1. 87% 8. 03%
~o-millet 1.94% -36.29 8.31% | 6.24% 8.24%  7.35% 1.55%




Figure 2.10 Operating Profit Margin of Xiaomi Company from 2016 to 2022

Source: National Tai 'an Database

Xiaomi recorded a negative operating profit margin in 2017, which was due to the Company's previous incorrect accounting for preference shares, resulting in a fair value loss of RMB54.1 billion in 2017. Operating profit margins in other years ranged from 1% to 9%, below the industry average. As early as April 2018, Lei Jun, chairman of the board of directors of Xiaomi, said at the release meeting of Xiaomi 6X that the board of directors of Xiaomi had passed a resolution that the consolidated net profit margin of Xiaomi hardware would never exceed 5%. Judging from this and Xiaomi's pricing for hand-held smart hardware equipment, Xiaomi's strategy is a low-price competition strategy, which is in line with the lower operating profit margin than the industry level. In addition, Xiaomi and its companies in the same industry have basically kept the same trend in the change of operating profit margin, which indicates that the fluctuation of operating profit margin is related to the industry environment [30].

4. growth capacity

The development ability of an enterprise is its ability to make continuous progress and growth by making full use of its own resources and formulating and implementing effective strategies. This ability is mainly reflected in two aspects: one is whether the enterprise can continuously improve the revenue level through innovation, market expansion and other means; Second, whether the enterprise can effectively accumulate capital, including financial capital and intangible assets, to provide solid support for future expansion and upgrading. The promotion of these two capabilities will directly determine the development potential and competitiveness of the enterprise. Therefore, this paper takes the sales growth rate as the evaluation index to evaluate the development performance of Xiaomi Company

Force analysis.

Table 2.7 Growth Capacity Indicators of Xiaomi Company from 2018 to 2022
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As can be seen from Table 4-7, the sales growth rate of Xiaomi Company is not stable, which changes with the change of the Company's strategy. For example, in 2018, Xiaomi went public, and the growth of operating revenue increased significantly to 52.6% as compared with 2017. The next three years saw a steady growth period for Xiaomi, with steady growth in operating revenue from 17.68% in 2019 to 14.7% in 2022. The 2022 Xiaomi De-stocking Strategy has also significantly reduced the price of smart phones, Xiaomi's main revenue source. As mobile phones are electronic products that change quickly, the outbound volume of the old phones is not optimistic, and the operating revenue has also decreased accordingly.

From 2018 to 2021, the asset growth rate of Xiaomi Company has been positive, which means that the assets of Xiaomi Company have been expanding. In 2022, due to the reasons mentioned above, the assets of Xiaomi Company decreased but not seriously. In the long run, the growth of Xiaomi Company is stable. With the expansion of the scale of Xiaomi Company, its capital accumulation rate has slowed down, but the decrease rate has gradually narrowed, which indicates that the enterprise is gradually stepping into a steady stage of development.

The dual ownership structure of Xiaomi Company has an impact on the incentive model and incentive intensity of the equity incentive plan. Under the equity incentive plan, this dual ownership structure provides Xiaomi's founder team with greater flexibility. Since they have 10 times more voting rights in A shares than in B shares held by other shareholders, the founders' team is more free to advance the company's long-term strategic objectives without undue fear of dilution of equity as a result of the incentive scheme. Therefore, the dual ownership structure adopted by Xiaomi Company can enable the Company to adopt equity settlement in the equity incentive plan and maintain a greater degree of incentive.

In terms of financial indicators, Xiaomi's operating income has increased significantly after the implementation of equity incentives, and its profitability has maintained the trend of continuous improvement. Its operating profit margin has decreased slightly, but it is relatively stable, and its fluctuation direction is also consistent with the industry average. In terms of solvency, the current ratio and quick ratio are relatively low in the early stage of listing, but with the listing of the enterprise, there is a significant growth, indicating that equity incentive has stimulated the enthusiasm of investors and also promoted the increase of current assets of the enterprise [31]. 
Xiaomi had a high debt-to-asset ratio before its listing and a significant decrease after its listing, indicating that the company's long-term solvency has also improved. In terms of operation capability, the operation capability index of the enterprise in the pre-listing period is higher than the industry average level, indicating that its capital utilization rate is relatively high. However, these three indicators have a downward trend, which may be related to corporate strategy and industry environment. In terms of growth capacity, Xiaomi's operating income and assets both increased before 2022, and both decreased in 2022 due to the appreciation of the US dollar and the company's strategy. In general, Xiaomi Company's debt paying ability has been getting better and better during the implementation of equity incentive, its operating ability is higher than the industry average, its profitability has been increasing year by year, and its growth ability has been improved except for 2022. These financial indicators reflect the attention paid by enterprises to asset management, sales strategies and other aspects, and reflect the overall effect brought to the company by the year-on-year increase in equity incentives.

From the perspective of human capital, equity incentive makes Xiaomi Company more attractive to talents, which is beneficial to enhance staff loyalty and sense of ownership. From the perspective of senior management, the departure rate of Xiaomi senior management is low and the departure frequency tends to decrease. In terms of research and development innovation, the number of research and development personnel in the equity incentive strategy period of the enterprise increased year by year, and accounted for a high proportion of the total number of employees. In addition, Xiaomi's R&D expenditures and the salaries paid to research and development personnel have increased year by year, which demonstrates the company's emphasis on product innovation. Xiaomi Company implements equity incentive plan for research and development personnel, which shows that equity incentive is helpful to strengthen the core competitiveness of the enterprise. For the staff as a whole, staff satisfaction and staff retention rate are expected to increase from 2021 to 2022, which indicates that equity incentive can stabilize talents [32].

CHAPTER 3

OPTIMIZATION OF THE CHINESE COMPANY'S EQUITY MANAGEMENT SYSTEM


3.1 Equity formation strategy of a Chinese company


Based on the analysis of the practical experience of equity management in holding companies at home and abroad, this paper summarizes the key points in the construction of the equity management system in holding companies at present, which are the key issues that should be paid attention to and solved in the equity management work. On this basis, these key points are compared with the status quo of the equity management of the holding company, and combined with the intention of the holding leaders, the direction and ideas for the improvement of the equity management of the holding company are put forward. At present, the key points include the following six aspects [33]:

1. Clarify the functional orientation of the parent company

Clarifying the functional orientation of the parent company of an enterprise group is the premise for effectively implementing the equity management of the holding company. After clarifying the functional orientation of the headquarters, it is also necessary to clarify the degree of centralization of the group headquarters over the subsidiary management. In general, the core enterprise holding company of an enterprise group should become the group's strategic planning center, resource allocation center, decision management center and corporate culture center. Provide resources integration, industrial chain coordination, strategic linkage and other services for affiliated enterprises. In addition, the management and control functions of the parent company should mainly focus on strategy formulation and adjustment, management and disposal of equity and assets, overall risk management and control, appointment and removal of key personnel, major investment and merger and acquisition decisions, internal audit and supervision.

2. Establish an organizational structure for equity management

Equity management cannot provide effective support for the implementation of the Group's strategy without the organizational structure for the operation of the equity management process. The organizational structure is an important part of the equity management system. Under the group enterprise management system, the parent company's board of directors is the group's highest decision-making body. Around the group's equity management, the board of directors sets up a special management Committee with responsibilities and works under the leadership of the board of directors, including: the strategy and investment Committee, which is responsible for reviewing the enterprise group's strategic planning, major investment and financing plans and budgets, etc.; The financial management Committee is responsible for the major financial strategies of the enterprise group; The Human Resources Committee, which formulates the human resources framework and policies of the enterprise group, and is responsible for the nomination and recommendation of personnel at the operation level and key positions of important subsidiaries, remuneration incentives and performance management, etc.; The Audit Committee, on behalf of the Board, oversees the authenticity and completeness of the financial reports of each subsidiary and the reasonableness and enforceability of internal control processes. In addition, the head office of the Group's parent company shall also set up a corresponding equity management functional department, which shall be responsible for the daily affairs of the Group's equity management, formulate relevant equity management system processes, conduct equity value analysis and capital operation on the invested enterprise, and organize other functional departments to provide supportive opinions on equity decision-making matters; Responsible for the collection and transmission of equity management information between parent company and subsidiary company.

3. Improve the equity management information system

The complexity of equity management in group companies requires enterprises to use management information systems to solidify and standardize management processes, reduce human factors and the probability of errors. Equity management information systems should be managed in layers of strategic planning, management control and operation control.

From the perspective of management and control, equity management information can be divided into decision information and control information. The decision-making information mainly includes the operating policy and investment plan of the subsidiary, the articles of association, the annual operating plan and investment plan, the annual financial budget and final settlement plan of the subsidiary, the profit distribution plan and loss compensation plan of the subsidiary, the plan to increase or decrease the registered capital of the subsidiary, the issuance, merger, division, change of corporate form, dissolution and liquidation of the subsidiary, etc. 
The control information mainly includes the production and operation plan and implementation, financial status and operating results of the invested enterprise, daily production and operation matters decided by the subsidiary independently, and non-material capital management, asset disposal, investment and financing and legal proceedings, etc. The distinction between decision information and control information is beneficial to the rational division of the functional interface between parent and subsidiary companies and to improve the operation efficiency of the entire enterprise group.

4. Implement classified equity management

Holding company's subordinate enterprises often involve in different industrial fields, and the development stages of different enterprises are also quite different. Therefore, the parent company must divide the way of equity management of subordinate enterprises. According to the group's overall development strategy, companies engaging in businesses in line with the group's strategic development direction are often the core business subsidiaries of the group. For such subsidiaries, the group should increase management control and invest equity that can generate control. The personnel decision-making power of the core management personnel is concentrated in the parent company to control the specific business operations. 
The management authority and major operations are almost all concentrated in the group headquarters. The subsidiary company generally does not have a strategic management department. The subsidiary company is only a simple strategic executor and is responsible for the results of strategic implementation; For the subsidiaries engaged in businesses that do not conform to the development direction of the enterprise group strategy, but have good operation and good development prospects, the parent company may adopt the strategic control mode, and the parent company shall formulate the group strategy on the strategy formulation, and the subsidiaries shall formulate their own strategy within the framework of the group strategy and report to the group for unified approval; For the subsidiaries whose businesses do not conform to the strategic development direction of the enterprise group and whose prospects for enterprise benefits are uncertain, the group company may adopt the financial control mode. 
The group headquarters only focuses on the investment income, does not participate in the strategic planning of the subsidiaries, and withdraws through equity transfer or liquidation when the development prospects of the subsidiaries are poor.

5. Supporting scientific human resources management

Human resources management is an important function in equity management. It plays an important role in the strategic planning of human resources, management of expatriates and core talents, performance evaluation, salary incentives, recruitment and training, etc.

According to the allocation management principles of the above subsidiaries, for the core business subsidiaries adopting operation control, the implementation and execution of human resources strategies and the unified construction of human resources management systems; Slightly more important management personnel decisions are almost all concentrated in the parent company, and the subsidiary company has no decision-making power; For subsidiaries adopting strategic control, the appointment, assessment and motivation of all senior management and expatriates of the subsidiaries are controlled by the headquarters, the human resources strategy and planning of the subsidiaries are subject to the approval of the head office, and the headquarters pays attention to the management of senior management of the subsidiaries; For subsidiaries that adopt financial control, the parent company only appoints, assesses and motivates the general manager of the subsidiary and assigns senior management.

In addition, the parent company must establish a work evaluation system, a work plan and summary report system, and a debriefing report system for the board of directors, the board of supervisors, and equity representatives of the subsidiary companies so as to establish an effective incentive and restraint mechanism, a scientific equity management evaluation system, and a sound equity management system. Only in this way can the enterprise groups achieve the synergy of 1+1>2 and maintain the overall competitiveness of the enterprise groups.

6. Enhance the risk control capability of equity management

The key point of risk control in equity management is to grasp the overall risks and the basic characteristics of risks, and on this basis, continuously reduce the uncertainty of risks. At present, the main experience of risk control in equity management in China is summarized as follows:

First, risk identification is the premise of risk prevention and control. Based on this, relevant systems and procedures are formulated and appropriate risk management mechanisms are established. In addition, an independent risk management department should be set up, and a set of strict risk disclosure and reporting system should be established to form a mechanism capable of mutual checks and balances, so that the "input, operation and disposal" links have clear responsibilities.

Second, improve the early warning and handling capabilities of crisis situations. Establish special reporting mechanism and handling methods for special situations, provide simple and quick reporting channels, and ensure timely handling in case of emergency.

Third, we can grasp the overall situation, grasp the key points and make systematic arrangements. We should proceed from the overall situation, grasp the occurrence, prevention and countermeasures of risks as a whole, and grasp the key points of risk control; At the same time, details cannot be ignored to avoid major losses due to the occurrence of small probability events.

3.2 Forecasting the financial stability of a Chinese company
The particularity of equity management determines that it cannot be fully undertaken by one department, but needs one department to undertake the main responsibilities, and other departments should coordinate and cooperate with each other. It needs to standardize, adjust and perfect the existing internal business processes of the enterprise, work together to solve the duplication and cross-cutting problems in the management of the existing departments, further clarify the management interface, and find out the work convergence points and entry points.

1. Basic principles and main steps of process optimization

Process optimization is one of the commonly used methods for management improvement in enterprises. At present, a set of mature management tools and methods have been developed. The basic principles include [34]:

(1) Vertical compression, so as to minimize the undertaking of internal activities within each department and arrange related activities to be completed by the same person, thus improving the operation efficiency of the department and simultaneously reducing errors in the process of operation.

(2) horizontal integration, to minimize the cohesion and coordination between departments, the division of ownership of process activities should be based on the process to achieve performance, that is, the process activities are divided into the results of the process to produce the performance of the department or position has the greatest impact on the performance of the department or position, so as to facilitate the attribution of performance responsibilities and assessment, to provide a basis for the division of process boundaries.

(3) Concurrent engineering, that is to say, the traditional concept of undertaking before and after the process should be changed, so that activities with little relevance can be carried out simultaneously, with parallel method as the main method and serial method as the auxiliary method to improve the coupling efficiency. In this way, the efficiency of the process can be greatly improved.

(4) Single point of contact with customers means that no matter how complicated the process is, when facing customers, the "one-to-one" mode should be adopted as far as possible. One department or one post should face the customers and provide services, while avoiding the butt joint between customers and multiple departments as far as possible, so as to improve the consistency of products and services accepted by customers.

(5) the process is diverse, although the process has a unified working method, but still can't achieve the complete standardization of details, so, for some detailed activities still need to explain and explain clearly, in order to ensure that the operator understand the process requirements.

(6) Reduce control links. For enterprises with relatively mature management level, care should be taken not to use too many decision-making links in the process, because the links that need decision-making often greatly reduce the efficiency of process operation; For the enterprises that are in the transition from "start-up period" to "development period", control links should be added, but attention should be paid to strengthening the standardization of control to improve the control efficiency.

(7) The application of IT technology, if the process is only shown in the flow chart, it is often difficult to solidify, and the system is used to restrict the process in a timely manner. In practice, there will often be cases of non-compliance with the system. Therefore, enterprises can solidify the process by introducing IT technology and managing the operating system to strengthen the implementation of the system.

According to the basic principles of process optimization and the current situation of the company's equity management workflow, the general idea of process optimization is put forward. Aiming at the problems existing in the current workflow of the company's equity management, the process of the company's equity management is improved based on the relevant theory of process optimization and the practical experience of domestic group companies' equity management. The purpose is to better manage the company's equity, realize the value preservation and appreciation of state-owned equity assets, and prevent and resolve the risks faced by equity management. Specifically, it is launched from the following aspects:

(1) Seriously analyze the current situation of the company's equity management, analyze the current equity management mechanism of the company and point out the shortcomings.

(2) according to the working idea of "investment and management integration" in the equity management of the group company, optimize the organizational structure of the equity management of the company and appropriately adjust the functional departments of equity management.

(3) Aiming at the present situation of the company's equity management, this paper optimizes and improves the process of the equity management according to the three links of the investment, operation and disposal of the equity management business process, and according to the processes before, during and after the event.

(4) Finally, the paper expounds the safeguard measures to realize the optimization plan of the company's equity management process from three aspects of perfecting the organizational structure, perfecting the system and constructing the management information system.

2. Safeguards for Optimizing the Implementation of Equity Management Process

Through the optimization of the aforementioned equity management process, we basically established the equity management standard, clarified the responsibilities of equity management, standardized the operation of equity management, and laid the foundation for further establishing a sound equity management system. In order to better realize the optimized equity management process of the Company, we suggest to take measures to ensure the smooth development and implementation of the process optimization scheme from three aspects: improving the organizational structure of the Company's equity management, improving the institutional system of equity management and constructing an information system of equity management.

Perfecting the Organizational Structure of Parent Company's Equity Management

The head office of the parent company shall set up a functional department for the management of equity assets, which shall be responsible for the management of the equity assets of the group. A subsidiary or sub-group with equity assets shall also designate a corresponding functional department to manage the equity assets of the company and its subsidiaries. In order to improve the management efficiency, the equity asset management functional department can act as the daily organization of equity management, be specifically responsible for the management of equity assets and the management of the expatriate equity representatives, directors and supervisors, take the lead in making suggestions on the resolutions of the shareholders' meeting or the board of directors involved in equity management, and provide professional and technical support and services for the duty performance of the expatriate shareholders' representatives, directors and supervisors.

Establish and improve the system of equity management

The internal control system of equity assets management mainly includes: external investment management, investment income management, property right registration management, asset appraisal management, daily management system, equity transfer management, equity assets impairment reserve and write-off management, and internal control system of expatriate shareholders' representatives, directors and supervisors management, etc.

Construction of Equity Management Information System

The management information of equity assets mainly includes the articles of association of the invested enterprise, share capital structure, personnel composition of the board of directors and the board of supervisors, financial and operating conditions, and composition of core assets (including intellectual property rights), etc. The equity asset management department shall provide basic information for the implementation of equity management and group control by the group holding parent company by establishing an equity asset information system.

3.3 Building a mechanism for optimizing the management of the Chinese company's own capital
The value management of equity plays a decisive role in the equity management of state-owned investment holding companies and even in the whole process of capital operation. First, because the main object of operation of an investment holding company is the equity of an enterprise or a project. In a broad sense, equity management includes three links: investment, cultivation and transfer of equity. It can be considered that the basic feature of capital operation of an investment holding company is equity management. A successful equity management model can not only optimize the capital structure of an enterprise, drive the company to quickly open up the market and obtain better development prospects; It can also enable the company to obtain advanced production technology and management technology, and bring a large amount of financial support. Secondly, from the point of view of the purpose of equity value management, it is mainly in the whole process of equity management, through certain operation methods and management means, to promote the equity value of equity investors to increase, so as to obtain investment income, which is the core of equity management in investment holding companies. Therefore, the core of capital operation of state-owned investment holding companies is equity management, while the core of equity management is equity value management.

1. The idea of equity value management

As for, in different development strategies and stages, and in view of different investment fields, its dominant equity value management methods should also be different. Based on the above theoretical and practical experience, the overall thinking of equity value management should focus on the following aspects: First, to choose a good investment opportunity. For the state-owned investment holding company, the intervention in many investment fields cannot be separated from the state's policy support. Whether the operation of equity projects is successful depends to a large extent on whether the policy opportunities are grasped. In addition, we should always pay attention to the changes in the market environment and the development trend of the industry, seize the market opportunity and move smoothly under different circumstances, so as to "steadily, accurately and harshly" obtain the maximum appreciation of equity value. The second is to make a good valuation of the equity value. This is because in various equity transactions such as mergers and acquisitions, the transaction price has always been the focus of negotiation between the two parties. The determination of the price not only determines the success or failure of the transaction between the two parties, but also is the key link to realize the equity value. Doing a good job in the valuation of equity value is the prerequisite for the success of the transaction and the best guarantee for the interests of both parties in the equity transaction. Third, attention should be paid to the combination and application of different equity value management methods. That is, in view of the current corporate finance/quasi-finance, industry and real estate sectors, corresponding value management measures should be adopted comprehensively according to their different development strategies and stages and in combination with the actual capabilities of the company. Such as mergers and acquisitions, restructuring, strategic alliances, BT/BOT, etc.

To do a good job in the valuation of equity value, first of all, the holding company needs to have an understanding of the performance of the subsidiaries and adopt scientific and reasonable measurement standards. The setting of assessment indicators for the subsidiaries of the holding company is often directly related to the degree of decentralization of the control set. Group companies with financial control preference tend to pay special attention to financial KPI indicators, whose weight accounts for a large proportion of the overall indicators; Group companies with operational control preference are more likely to pay attention to KPI indicators and plans involving the operating details of subsidiaries; Group companies that focus on strategic control focus on the implementation of financial and non-financial strategic KPI's and plans.

In the design of subsidiary performance evaluation system, we should be good at using various strategic performance management tools which are in the mainstream position today. In addition to the familiar balanced scorecard, EVA is currently a common method used by large state-owned enterprises[35]:

EVA (EconomicValueAdded) is a performance evaluation method widely spread in China in the late 1990s. It is called "the most popular financial concept nowadays and will become more and more popular" by Fortune magazine. It is said that the EVA evaluation system has been adopted by the world's top 500 companies such as Coca-Cola and Siemens, and has achieved extraordinary financial results. Mr. Drucker, a famous management master, once made a very positive evaluation on the EVA evaluation system.

The calculation formula of EVA is the residual value generated by the operation of the enterprise after deducting the capital occupation fee. EVA differs from most other performance indicators in that it takes into account all costs of capital that bring profit to the subsidiary. EVA assumes that as an operating team of a subsidiary, if the value created by the subsidiary you operate cannot offset the cost of capital, in fact you have not created any value for the parent (or the investor).

EVA= net operating profit after tax-cost of capital = net operating profit after tax-total capital * weighted average cost of capital

With the continuous development, EVA theory is not only an effective performance evaluation index of a group to a molecular company with ownership, but more importantly, it is also a structure for group control, an incentive mechanism for the remuneration of managers and core talents of the molecular company, and a basic concept for decision-making and strategic evaluation, capital utilization, merger or sale pricing.

2. Means of equity value management

Having made clear the significance of equity value management, we need to explore the specific ways of equity value management, that is, through what means to achieve the purpose of equity value management. According to the degree of external participation or the influence of external factors on the implementation of decision-making, we can divide the means of equity value management into external means and internal means. Among them, the external means mainly include merger and acquisition, enterprise alliance, asset restructuring, debt-equity swap, equity transfer, share transformation and listing, etc. Internal means include asset stripping, corporate separation, share buyback, and improving the operation ability of equity investment enterprises. In practice, in addition to the above-mentioned means, there are various ways to manage equity value. In order to effectively achieve the purpose of capital appreciation, various influencing factors should be considered and appropriate management means should be selected according to different industries and objectives. The following is a brief introduction to some common equity value management methods of investment holding companies:

External Means of Equity Value Management

(1) Merger and acquisition

M&A is the combination of merger and acquisition. Mergers include annexation, absorption and merger. It usually refers to the act of one dominant enterprise absorbing another or more enterprises. The advantageous enterprise reserves its own name and independence and obtains the property, responsibilities, privileges and other rights of other absorbed enterprises. The absorbed enterprise is no longer an independent commercial entity. The Interim Measures on Enterprise Merger issued in February 1989 defines a merger as "an act in which an enterprise purchases the property rights of another enterprise and causes the other enterprise to lose its legal personality or change its legal entity."

An acquisition is an act by which an enterprise purchases shares or assets of another enterprise in the market in order to gain control over the other enterprise. There are two kinds of acquisitions: one is to acquire all the shares or assets of the target enterprise, and the target enterprise's legal person status disappears, which is actually equivalent to a merger; The second is to obtain some shares or assets of the target enterprise, and the target enterprise shall retain its legal person status. In either case, the acquirer obtains control of the target enterprise.

Acquisition can be divided into asset acquisition and share acquisition. Asset acquisition refers to the purchase of some or all of the assets of the seller's enterprise by the buyer's enterprise; Share acquisition refers to the purchase of some or all of the shares of the enterprise directly or indirectly by the buyer's enterprise and the joint assumption of the rights and obligations of the seller's enterprise with other shareholders based on the shareholding ratio. The acquisition of shares is the main form of acquisition by investment holding companies. An acquisition of shares is an acquisition of shares in a target enterprise held by a shareholder of the target company or subscription of new shares issued by the target company, thereby achieving control over the activities of the target company. In the case of equity acquisition, the ownership of the assets of the enterprise has not been transferred, but the shareholders' equity represented by the assets of the enterprise has been transferred. According to the number (or proportion) of equity interests acquired by the acquirer, it can be divided into the following three cases: First, equity participation acquisition, i.e. the acquirer only acquires part of the equity interests of the acquiree. In this case, the acquirer usually only enters the board of directors of the acquired company for the purpose; The second is the holding acquisition, i.e. the acquirer purchases the equity of the acquired company to a holding proportion; The third is full-scale acquisition, that is, the acquirer acquires all the shares of the acquiree, and the acquired company becomes a wholly-owned subsidiary of the acquirer.

For investment holding companies, M&A is an effective means to promote the expansion of the scale and scope of the company. There are many advantages to participating in enterprise merger and acquisition: First, through merger and acquisition, the project design and construction time can be saved, ready-made production lines and operation and management teams can be quickly acquired, and existing sales channels can be utilized; Secondly, the capital investment is reduced. Merger and acquisition enterprises can pay the price of merger and acquisition in various ways. Compared with the total cash investment for new projects, the capital investment is significantly less. 
Third, the M&A enterprise can take advantage of the target enterprise's market position, such as the existing sales channels and the credit it has established with suppliers and distributors over the years, so that the enterprise can immediately take a seat in the local market; Fourth, it is easy to obtain scarce resources. Such scarce resources can be industrial property rights such as patented technology, proprietary technology, goodwill, brands, etc., or management or corporate culture. Through M&A, M&A enterprises can obtain scarce resources that cannot be acquired in the open market, thus enhancing the competitiveness of enterprises; Fifth, after the merger and acquisition, the merged enterprise obtains the assets or property rights it needs. Through the implementation of integrated operation, it can obtain economies of scale faster.

(2) Enterprise alliance

Enterprise alliance refers to two or more equal economic entities, in order to achieve a common strategic goal, which are loosely organized through various agreements to share interests and risks. It has become a general consensus among enterprises in western market economy countries to promote the rapid development of enterprises and improve their market competitiveness through enterprise alliances. The essence of an enterprise alliance is to move from opposing competition to cooperative competition. There are many types and ways of enterprise alliance. According to the standard of whether there is equity participation, enterprise alliance can be divided into equity alliance and non-equity alliance, each of which contains many ways. Compared with corporate mergers and acquisitions, the status of alliance members is relatively equal, even if there is equity participation, there will be no transfer of property rights or transfer of control rights. Group companies should effectively use the way of enterprise alliance to expand the scale of production and operation and improve the market competitiveness.

(3) asset restructuring

As an asset management activity, asset restructuring mainly refers to the reorganization or structural adjustment of an enterprise's internal or external assets. Asset restructuring has broad and narrow meanings. In the narrow sense, asset restructuring refers to the change of the total amount and distribution structure of an enterprise's assets in line with the enterprise's strategic objectives without involving the change of the property rights implicit in the assets, so as to improve the allocation efficiency of assets and achieve the enterprise's objectives. From this concept, the subject of asset restructuring does not reallocate its own resources through the market mechanism, but merely optimizes the stock and structure of assets within the enterprise. In a broad sense, asset restructuring refers to the reconfiguration of the total amount and structure of assets, or the change of the original principal-agent relationship and the way the assets operate under the premise of the change of the implied property rights of the assets.

Merger and reorganization are closely related. In a broad sense, mergers and acquisitions cover restructuring. This is because there is a transfer of management rights in the reorganization of an enterprise regardless of whether there is external participation. For example, when a company transfers its assets from one subsidiary to another, its property rights remain unchanged but its management rights change. If there is external participation and there is a transfer of management rights and equity or property rights, such a reorganization can be called narrow merger. Therefore, it is difficult to distinguish M&A and reorganization in a broad sense. In a narrow sense, there is a strict distinction between merger and reorganization. It can be considered that merger is the former part of an enterprise's capital operation and reorganization is the latter part of capital operation. 
When an enterprise completes an acquisition, it must reorganize the target company; When there is no change in ownership or equity in the process of restructuring, it is not called merger and acquisition, but internal restructuring is called self-adjustment. In practical operation, one enterprise is generally referred to as a merger to acquire the assets or equity of another enterprise, and the optimization and adjustment of the internal structure of the property or equity of one enterprise is referred to as a reorganization.

Asset restructuring is beneficial to promote the rational flow of production factors, realize the optimal allocation of resources and the appreciation of assets, and enhance the core competitiveness of enterprises. The state-owned investment holding company reorganizes the assets of the companies it invests in, which is beneficial to improving the equity value and creating conditions for the premium transfer of equity.

(4) conversion of creditor's rights to equity

The so-called debt-for-equity swap refers to the creditor's right to convert its creditor's right in the enterprise into equity. After the debt-for-equity swap, the creditor's identity changed from creditor to enterprise shareholder. After all the creditor's rights are converted into shares, the creditor loses the right to continue to recover the creditor's rights, but as a shareholder, he can participate in the management of the enterprise and enjoy the right to share out bonus. If, after the debt-for-equity swap, the original creditor's share reaches the holding position, the target enterprise becomes its holding subsidiary.

The advantages of debt-to-equity swap are obvious. For the target enterprise, it can greatly reduce the debt ratio and the pressure of debt repayment. It can also diversify the investors and improve the corporate governance structure. Moreover, after the debt-for-equity swap, the enterprise's liabilities will be significantly reduced, equity capital will be significantly increased, and the credit rating will be improved, which will be beneficial to the enterprise's integration of new capital and investment in projects that meet the enterprise's strategy and have a market prospect. For creditor's rights enterprises, through the conversion of creditor's rights to equity, creditors can choose whether to enter the invested company as shareholders, so as to obtain longer-term benefits than creditor's rights, and to promote the optimization and reorganization of assets in a way that the market subjects choose independently. Through the conversion of creditor's rights into equity rights, enterprises can reduce their payables, reduce their asset-liability ratio and improve their financial conditions, thus enhancing their competitiveness in the market.

For state-owned investment holding companies, it is mainly aimed at promising companies, which can convert their creditor's rights to equity, reduce the financial burden of enterprises, promote the construction and development of investment projects, and then transfer shares at an opportune moment. For example, in the process of participating in a Yangtze River Bridge project in Jiangsu Province, the National Development and Investment Corporation successively converted more than 100 million yuan of car purchase fee funds and 100 million yuan of national debt funds into shares, thus reducing the financial expenses during the bridge construction period and ensuring the smooth construction of the bridge. After the bridge was completed and opened to traffic, the company transferred its shares at one time, adding more than 36 million yuan.

(5) equity transfer

The investment behavior of the state-owned investment holding company is a kind of commercial behavior. The equity obtained from the investment is of capital and circulation, and the equity is an independently transferable property right. The transfer of equity shall comply with the provisions of the Contract Law, and at the same time, the equity's own characteristics shall be adjusted by the Company Law.

The equity transfer is the inevitable result of the state-owned investment holding company's capital operation on a specific project and the beginning of a new capital operation project. The state-owned investment holding company carries out the capital operation concept of holding shares in stages, and must pass through the equity transfer to optimize the investment structure of the company and realize the value preservation and appreciation of state-owned assets and the maximization of equity value.

The transfer of equity should first standardize the investment enterprises in accordance with the requirements of the Company Law, establish a modern enterprise system, and then transfer the equity through agreement or through the capital market to achieve the purpose of shrinkage. The specific transfer methods are various, for example, the transfer of shares to the partner shareholders can be considered, so that the investment enterprise can continue to develop under the control of the transferee shareholders; It can also actively seek transfer opportunities and transfer the Company's shares to strategic investors by signing an agreement under the condition of appropriate price, thus not only realizing the purpose of withdrawing the Company from the project, but also benefiting the investment enterprise to obtain greater development in the hands of strategic investors; It can also promote the restructuring and listing of investment enterprises, transfer the company's shares to other shareholders during the restructuring and capital increase, or hold shares for a period of time after listing, and then transfer the shares at an opportune time, etc. These are reflected in the specific practice of the company.

(6) shareholding system reform and listing

Stock system reform and listing refers to the change of corporate ownership, i.e. from original ownership to stock system, and issuing shares for listing and financing. From the perspective of the basic business process of restructuring and listing, it generally goes through the stages of establishment of a joint stock limited company, listing guidance, issuance reporting and audit, stock issuance and listing, etc. The shareholding system reform of an enterprise is beneficial to the separation of ownership and management rights, the concentration of capital and the flow of property rights, the improvement of the operating efficiency of enterprise capital, and the provision of broad prospects for horizontal economic integration and the expansion of enterprise groups.

For an enterprise that makes equity investment, it can sell its shares and obtain a return on investment by promoting the listed (IPO) of the invested enterprise. This is mainly based on the high valuation of the China stock market. After IPO, enterprises enter the new valuation system, releasing the expected corporate value in the market, thus bringing high investment returns[36].

2. Internal means of equity value management

(1) divestiture of assets

Divestiture of assets refers to the sale to a third party of a part of assets that do not meet the strategic objectives of enterprise development in the process of enterprise shareholding system reform. These assets may be fixed assets, current assets, or the whole subsidiary or branch. When the following situations occur, the company will adopt the asset stripping method: First, the existence of non-performing assets will worsen the financial position of the company; Second, the operation of other business combinations is interfered by the existence of certain assets; Third, due to the change of external environment, the company gradually shrinks the business chain and abandons the idea of excessively diversified development[37].

(2) separation of companies

Corporate separation refers to the legal and organizational separation of the operation of a subsidiary from the operation of the parent company by allocating all the shares of a subsidiary owned by the company to the shareholders of the parent company in proportion. Through this way of capital operation, a new company with the same shareholder and equity structure as the parent company is formed. In the process of separation, there is no transfer of equity and control rights to a third party. The value of the parent company has not actually changed, but the subsidiary company has the opportunity to face the market alone and has its own independent value judgment. Corporate separation can generally be divided into standard separation, conversion separation and dissolution separation.

(3) Share buybacks

Share buyback refers to the internal assets reorganization of a company limited by shares through certain procedures to purchase shares issued or in circulation by the company and to reduce the share capital. Through share buybacks, a joint-stock company can reduce its share capital or change its capital structure. The reasons why a joint stock company chooses to buy back its shares are generally as follows: First, to raise the market price of its shares and improve its corporate image; The second is to maintain the control of the company; The third is to improve the intrinsic value of the stock; The fourth is to improve the capital structure of the company; The fifth is to ensure the implementation of the subscription system for senior management personnel of the Company. Share buyback, like share expansion, is the operating strategy adopted by a joint-stock company at different stages of development and under different circumstances. Generally speaking, a company in recession or maturity that has exceeded a certain size can choose to shrink its front by way of share buybacks or shift its business focus in order to open up new profit growth points.

(4) to improve the operating ability of equity investment enterprises

Improving the operation ability of equity-invested enterprises is a very important means in the process of equity value management. In practice, on the one hand, we should take the maximization of equity value as the main business objective, focus on equity operation, comprehensively use various management methods, and do a good job in the aspects of sound corporate governance structure, strategic planning and decision-making procedures to give full play to our unique advantages. On the other hand, as the shareholders of the invested enterprise, they should not interfere in the daily business activities of the company as much as possible, but at the same time, they can make full use of their professional expertise within the scope of their authority by introducing professional management personnel and giving reasonable authorization to the company's management, so as to bring their own enthusiasm and initiative into play, so as to improve the operation efficiency of the company's daily management and ultimately reflect the improvement of the company's economic efficiency[38].

3. The realization path of equity value management

Select the appropriate equity value management approach

(1) the management model of equity value of industrial projects

The process of industrial investment is itself a process of equity value management. At present, the company has a relatively short establishment time and the industrial investment mode is still in the scattered investment stage. In the future, the company's strategy should focus on the layout of the investment industry chain, and then embark on the road of industrial cluster investment. Therefore, the equity value management of the industrial sector should first focus on scale expansion, i.e. mainly through the use of external means, in the process of industrial investment through a variety of value management methods, using the power of capital to promote the rapid development of the company's industrial sector. Specifically, the following management measures may be considered[39]:

The first is merger and acquisition, which is the most effective means to promote the expansion of the company's scale and scope. As far as the industry sector is concerned, it is mainly to identify the core areas of the company's future development and, on this basis, complete the integration of the industrial chain through mergers and acquisitions. In the process of merger and acquisition, we should adopt the following basic ideas: First, the development strategy is clear, and the merger and acquisition of enterprises must be carried out under the requirements of the company's development strategy so that the merger and acquisition activities do not deviate; Second, the proposed merger standard. When a company selects an acquisition target, it must first evaluate the resources it already has. By assessing and identifying their own strengths and weaknesses in various merger and acquisition conditions, such as management team, decision-making ability, capital strength, market share, research and development ability, etc., to determine whether the existing resources can meet the needs of enterprises in the implementation of the merger and acquisition, and on this basis, to determine which type of enterprises the company needs to merge, to form complementary advantages, to enhance core competitiveness, and to propose merger and acquisition standards; Third, the search for merger and acquisition targets. After the M&A standard is put forward, enterprises can search for M&A targets according to the M&A standard. After finding a suitable target for merger and acquisition, a special working group on merger and acquisition or a professional intermediary organization such as an investment bank will collect a wide range of information about the target enterprise and conduct in-depth and detailed analysis. Adequate and detailed information collection and scientific and rigorous analysis are the prerequisites for the success of enterprise merger and acquisition. 
Fourthly, the value assessment of M&A objectives. The transaction price of a merger must depend on the value assessment, which is also the basis for formulating a specific plan for the merger. For the highly professional work of value assessment of the target enterprise, the company should rely on professional assessment institutions on the basis of grasping the overall situation of mechanism assessment. The results of value assessment shall be reported to the state-owned assets supervision and administration department for examination and approval in accordance with relevant regulations; Fifth, the formulation and implementation of the merger and acquisition plan [40]. 
After the target of M&A is clear, the company can formulate the best enterprise M&A plan based on its own and the actual situation of the target enterprise. The design of M&A plan plays a very important role in determining whether M&A can achieve win-win results for both parties. Generally speaking, the options for merger and acquisition are mainly asset purchase, debt-bearing merger, holding-type acquisition, offer acquisition, etc. In the process of selecting and formulating the merger and acquisition plan, it is very important to evaluate the enterprise's own financial ability of merger and acquisition. Through this work, the company can make clear its own ability of merger and acquisition, or re-judge the rationality of the target selection or the possibility of implementing the merger and acquisition plan. After the completion of the merger, attention should be paid to the follow-up integration of the merger, which includes asset integration, business integration, organization integration, human resources integration, corporate culture integration, etc. The design and implementation of the post-merger integration plan is one of the important factors for an enterprise to achieve the expected effect of the merger.

The second is strategic alliance. The strategic alliance does not need a large amount of capital investment, thus saving time and acquiring the best or most suitable complementary capabilities in the market. For, the strategic alliance can rapidly expand the enterprise scale, improve the operation quality, cultivate the core competitiveness, strengthen the comparative advantages and open up the emerging markets. In the industry sector, strategic alliances can be adopted for unfamiliar industries and weak links and areas [41]. 
The following issues should be paid attention to when applying the strategic alliance means: First, renew the traditional management concept and correctly understand the relationship between competition and cooperation. The concept of "win-win cooperation" should be established, and the pace of the company's development can be accelerated by establishing alliances with enterprises with industrial attraction and obtaining advantageous resources from the outside. Of course, the company must also be able to correctly understand and handle the competitive relationship with the alliance enterprises, and strengthen cooperation in appropriate competition to avoid vicious competition. Second, select suitable alliance partners. 
The selection of alliance partners generally includes the possession of complementary resources, the company's required technological advantages, research and development capabilities, advanced management team, marketing network, etc. As a large-scale state-owned investment holding company, it should mainly select large-scale enterprises as alliance partners, and of course, it can also establish alliance relationship with small and medium-sized enterprises with core expertise or high business relevance. Third, the ways of alliance cooperation can be diversified. Joint ventures, marketing alliances and research and development alliances can be established. According to the enterprise development strategy, horizontal alliance, vertical alliance and hybrid alliance can also be adopted. Horizontal alliance refers to the alliance established with enterprises in the same industry, vertical alliance refers to the alliance established with upstream and downstream enterprises, and hybrid alliance refers to the alliance established with enterprises outside the industry. Fourthly, we attach great importance to the establishment of research and development alliances to enhance our technological innovation capabilities. The establishment of research and development alliance will help to enter into new high-tech industries, enhance technological innovation capability and speed up technological innovation[42]. 
In practice, we can consider establishing a Industry-University-Research alliance with universities and research institutes, or a research and development alliance among enterprises, etc. Fifth, strengthen the management and coordination of the operation of the enterprise alliance. In order to ensure the smooth operation of the enterprise after the establishment of the enterprise alliance, the enterprise must carry out effective management and coordination. The Company may consider establishing alliance management organization, establishing information communication system, cultivating high-quality talents required by the alliance, establishing risk prevention mechanism and other measures to do a good job in coordination after the alliance[43].

In addition to the above two main ways, in practice, the state-owned investment holding company also accelerates the cultivation and development of the core business of the company's industrial sector and shrinks the realization of non-performing assets by means of listing through purchase of shell, equity swap, debt-to-equity swap, equity transfer, and stripping of non-performing assets. In the future, we can actively explore the above various means of equity value management according to the development stage, pay attention to reference and innovation, and comprehensively use various ways to promote the sustainable development of the company's industrial sector and regional economy.

(2) the equity value management model of financial or quasi-financial projects

The financial sector currently owns some financial/quasi-financial equity allocated by the government, mainly financial equity, including banking, trust, guarantee, securities, etc. In the future, the Company will gradually build a whole financial industry chain covering banking, trust, securities, insurance, guarantee, finance lease, futures, funds, small loans, village banks, auctions, third-party payment and other fields. Under this strategy, the company can adopt external management measures similar to those of the industrial sector. First of all, in terms of the layout of the financial industry chain, companies need to perfect the integrity of the financial chain through mergers and acquisitions to obtain control of some key links. Secondly, we can consider forming a strategic alliance, which is a more realistic choice for a company with limited funds [44]. 
Through the financial development strategic alliance, improve the financial management level, explore the market, and realize the complementary advantages and benefit sharing with the alliance company. Finally, when the time is ripe, it can promote the IPO or shell listing of equity investment enterprises, thus directly raising funds in the capital market.

While using external management methods, we cannot ignore the use of internal methods, which mainly refers to improving the operation ability of equity-invested enterprises. The reason why this measure is put forward is that after entering a financial field through mergers and acquisitions, alliances and other means, it is mainly for the purpose of obtaining gains from the appreciation of equity interests. One of the important measures is to cultivate equity interests of equity-invested enterprises, improve their economic benefits and ultimately obtain the enhancement of equity value. In practice, for the financial/quasi-financial segment, the company can specifically start from the following aspects [45]:

First, design financial products with various demands. Conditions can be created to cooperate with financial/quasi-financial enterprises with equity participation or holding to carry out financial product innovation within the permitted scope, such as coordinated research and development of financial cross-products such as pledge financing of securities, debt-to-equity swap, trust of non-performing assets and securitization of credit assets, so as to improve the efficiency of financial product development. On this basis, all controllable resources are integrated, cross-selling financial products are set up, and "one-stop" financial services are provided to customers to meet the diversified and personalized financial needs of customers, and the business scale and scope are expanded, so as to improve the profit and the corporate value. 
Second, customer resource sharing. Mainly through the integration of financial resources under the Company, coordination and promotion of cooperation among different equity investment enterprises in terms of business channels, customer information, funds, personnel, etc., the establishment of systems, procedures and mechanisms for sharing customer resources, the establishment of a unified information technology platform and a comprehensive trading system, and the formulation of rules, regulations and operating procedures for joint operation of major businesses, so as to maximize the synergies among equity investment enterprises. 
Third, cross-selling. Refers to the establishment of a customer resource database to gather the customer resources of each equity investment enterprise and realize the free circulation of these resources within the company. Each equity investment enterprise uses each other's customer base and marketing channels to expand its marketing network and increase its business volume through cross-selling by sharing the resource database established by the company. At the same time, by establishing an information sharing center and unifying the network system, the market analysis and market research results of research and development and consultation of banking, securities, trust and other business companies are shared within the Group, thus reducing the cost of information use and embodying the advantages of economies of scale. Fourthly, the company structure is flat. This is the development trend of modern enterprise organization structure. Through helping equity investment enterprises to flatten and restructure their organizational structure, reduce administrative levels and redundant personnel, a compact and capable organizational structure will be established. This kind of organization structure can make financial enterprises pay more attention to the core process of providing services, thus improving the efficiency and effectiveness of enterprises.

(3) the equity value management model of real estate projects

Judging from the current situation, the real estate sector is currently in the initial and development stages. As a state-owned investment holding company, it has obvious policy advantages in the primary land market by stepping into the real estate industry. However, the Company has no previous experience in real estate business and lacks professional management personnel. Its real estate-related business capabilities are still insufficient; In the initial stage, the capital advantage is not obvious. Based on the above situation, it is suggested that the equity value management of the company's real estate sector should mainly rely on external means, and the following forms can be specifically considered [46].

In the early stage of the development of the real estate sector, cooperative development should be given priority to. Cooperative development is one of the best strategies in the initial stage of the company, i.e. cooperative housing construction in which different parties jointly contribute and operate according to their own land use rights, development qualifications, construction funds and other factors, while sharing risks and benefits. This form of cooperation is not limited to one party's contribution and the other party's contribution, but may also be made jointly by both parties. Through complementary resources, division of labor and cooperation, market sharing to make up for the lack of individual strength. For example, BT, BOT model development. By looking for qualified project partners, the construction or construction operation of the project will be entrusted to them, and the project will eventually be handed over to the real estate company. 
This way can speed up the progress of the project, improve the professionalism of the project, and make up for the shortage of company funds and talents. Another example is the enterprise alliance, which is the alliance of development enterprises in a common or similar plate area to jointly plan land parcels, jointly publicize and share resources. This model abandons the vicious competition in a region, and divides the market space and shares the profits through alliance and win-win cooperation. But there is no doubt that ultimately through the listing of enterprises, through the capital market to raise funds, is still the current domestic strength of the standard real estate enterprises preferred financing model. Therefore, when the real estate sector develops to a certain stage, it may consider listing and financing domestically or overseas through IPO or shell purchase.

In addition, the following methods can be adopted: a. real estate trust, which takes advantage of the professional financial management of trust and investment companies to raise funds through the implementation of trust plans for real estate development projects. This method has been widely used in the domestic real estate industry. Real estate securitization is the product of the combination of finance and real estate. Real estate is the most direct way of social financing. I.e. real estate physical investment in the form of non-securities is converted into securities that can circulate in the secondary market. The real right relationship between the investor and the investee is transformed into the form of securities with creditor's rights. Its essence lies in using the function of the securities market to classify, monetize and flow the real estate with higher value. This will facilitate the participation of small investors, enhance the liquidity of real estate and facilitate financing. C. real estate investment trust fund (RETIS). It can be understood as a fund that directly invests in real estate or a fund that invests in real estate investment trust products [47]. 
The Real Estate Investment Trust was created by the US Congress in 1960, mainly through the securitization of real estate to participate in real estate investment with a lower threshold, so that small and medium-sized investors can obtain the benefits brought by transactions, rentals and appreciation in the real estate market. At the same time, the investors do not need to hold the subject matter of the real estate in substance and can trade in the securities market, so the market liquidity is better than that of the real estate. RETIS is characterised by a relatively stable income from rentals, which is the principal source of trust income, and by the fact that the trust must use a substantial portion of its future surplus for dividend distribution.

Provide multi-faceted value-added services

In addition to effectively managing each segment under the Company by comprehensively using various means of equity value management, the Company should also provide multi-faceted value-added services to support the good operation or development of the invested project/enterprise, so as to obtain the return on investment, and ultimately achieve win-win results for the economic development of the Company, the investee and the region.

Combined with advantages, the value-added services that can be provided mainly include the following aspects: First, obtaining financial support for equity investment projects/enterprises. It is mainly to take advantage of the company's advantageous position as a state-owned investment holding company, intensify coordination with the government, and actively strive for various types of special funds for financial support for enterprise development, interest subsidy and tax relief for eligible investment projects/enterprises. The second is to provide human resources for the invested enterprises. That is, on the one hand, to adapt to the needs of capital operation by vigorously introducing professional talents suitable for the operation needs of equity investment enterprises; On the other hand, through the introduction of relevant management personnel, the management of the invested enterprise can be reasonably authorized to make full use of their professional expertise within the scope of their authority, and give play to their own enthusiasm and initiative, so as to improve the operation efficiency of the daily management of the company. Third, it can provide financial support for equity investment enterprises. First of all, we can use the resources of the Group to form an internal capital market through the surplus and shortage of funds among the internal enterprises, effectively allocate funds among the companies within the Group, and reduce the financing transaction costs [25]. Secondly, through the joint interaction of property ownership, property investment and financial operation, the raised funds will be used for the development of the company and the support of equity investment enterprises. Finally, as a large local state-owned investment holding company, the Company can take advantage of intangible assets such as goodwill in the industrial and financial fields to provide necessary help for equity investment enterprises to raise funds through various channels [48].

In a word, the value management of equity is the core content of capital operation, and its operation means are various. In specific practice, on the basis of properly selecting the investment opportunity and properly valuing the equity, combining the specific conditions of the three sectors of corporate property, investment and finance/quasi-finance, the internal and external management methods should be flexibly combined and applied, and at the same time, multi-directional value-added services should be coordinated, so as to carry out scientific management in the whole stage of equity value management and finally obtain the maximum value-added of equity value. In the future practice, it is necessary to conduct comprehensive exploration and innovation in the development direction, internal management, operation mechanism and operation mode of the enterprise, so as to make the equity value management work colorful and promote the sustained, healthy and rapid development of the company.
CONCLUSIONS

Equity management is an important means to improve the control of the parent company and the execution of the subsidiaries. Group companies to the management of the holding company using equity management this way, not only is the enterprise management concept of innovation and breakthrough, but also to achieve the effective way of enterprise group management, conducive to enterprise group management early on the track of healthy development.

This paper through the implementation of the millet company's equity management programme and implementation of the situation for a detailed interpretation, and to find out the advantages and shortcomings of its equity management. 
Xiaomi's equity incentive programme is different from other high-tech companies' equity incentive design in the selection of incentive targets, the design of exercise conditions, and the frequency of equity incentives. 
It has achieved some success in attracting, motivating and retaining employees. By closely linking the interests of employees to the long-term success of the company, especially for R&D personnel who are difficult to conduct performance appraisals, the company is able to promote innovation and technological progress, and achieve its long-term strategic goals. 
This flexible design of equity incentives not only helps to meet the motivational needs of employees, but also helps the company remain competitive in the highly competitive technology industry.

Based on the practical experience of Xiaomi's equity management, we summarise the current situation of equity management in Chinese holding companies, and optimise and improve the holding equity management mechanism of domestic enterprises from three perspectives: process optimization of equity management, value management and risk control, with a view to providing certain reference significance to the company's future work on equity management.
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