' "; \' ’ : .(
S0,
\} K A/ | v ' 1|§
: -cw*w"\ |

- e

N ’
’ ‘3 !!L“—a!Q : gﬂn ;




ERERLE (CIP) %8

R/ . — b LB B 4L, 19
96. 11
ISBN 7—80001—787—7

D otheee T3 WL EEIR-TE-HHR V. F239. 21
| rh [ AR A B 5 1 CIP 3B 7 (96) 5 17871 5

WHERE %%t F23
HEIRIT FT=ASE£03F

[
S
#}
i
i

LA |
0.3 bl B 52 AR AR
100044

A E & H PR
TR &8 b HR T
1996 ¥ 11 A % 2 &

At 7 R R A AR T

850 <1168 £ X 1/32

23.19

623 +F
1—5000 A |

ISBN 7—80001—787—7/F + 785
36 4

HEDWHIDHESHFESNESES
SO BBRIBIXFTRE TN



official staff, hence, a prosperous country. Otherwise, it
would give way to corruption and degeneration,in the end,
the decline and disintegration of the country. We can find
ready examples in the three Administrations of Qing, the
Northern Warlords and Guomingdang in the former half of
this century. Any government must make vigorous efforts
for a strong and prosperous country instead of falhng into
the rut of the previous dynasties it wants to see auditing get
onto the right track, The purpose of conipiling the history
of auditing is not for the accumulation of historical facts,
feeding topics for chatting but for the exploration of the
reasons of stability and turmoil, the rise and fall of a coun-
try and its social economy reflected in auditing. Therefore,
history of auditing is a book of information on the rise and
fall of 2 country and may serve as a clue to the r'nan‘agem'_ent
of a country from which we can take lessons. For this very
purpose, Prof. Wen Shuo has compiled this book the
World History of Auditing.

Presently, China is taking drastic measures for a clear
government against bureaucratism. It is once agaln advo—i
cating the people oriented idea and emphas1zmg ecoi’iomxc
returns. This demonstrates 1ts determlnatlon to strlve for a
strong and prosperous country and has Won popular sup—
port. Important as 1t 1s, determmatlon is only a startlng

pomt In what way will we combat bureaucratism?

Hm;r can

we bring about the genuine recovery of the people %r:ient"ed




idea? How can we ensure the rise of economic eff1c1ency?
All these are practlcal questlons Wl’llCh call for approprlate
and effectrve measures mstead of mere determmatron After
readtng this book by prof Wen shuo, we may flnd some

source of enhghtenment for the solut1on of these problems

1 alwlays believe that the cr;ux of auditing is acco.unt—
ability without which there would be no auditing. We must
have a profound knowledge of accountablllty in, order to get
a good understanding of audltmg Accountablhty is a basrc'
concept not only for audltors but also for the those serrants
of the people Who, entrusted by the people or donators are
responsrble for work of the country , government adminis-
trationsand enterprlses Wlthout understandlng thls con-
cept, they are llkely tobe carrred ~away. and even deem
themselves as masters of the people, thus lose popular sup-

port.

What is accountabll:ty‘P In tl’liS book. of Prof Wen
shuo, the word is the basic proceedmg pomt of the book
Take China as an example: the (,onstltuuon stlpulates that
the people are the masters of the state and own all the pow-
er and resources of the state. The people S Congress,repre—
sentmg the people, is the supreme authorlty of the govern-

ment at all levels Through the People s Congress at dlffer-



ent levels, the people entrust the public owned state re-
sources to the public servants ( People’s administration at
all levels and their staff members) who engage in the man-
agement and administration in accordance with the will of
the people reflected in the yearly budget and the Develop-
ment Plan of the National Economy adopted by the People’s
congress at all levels. According to the theory of law, this
bring about the relationship of trusters and trustees between
thé people’s congress and the people’s government at the
same level. Undoubtedly', the latter will take up the respon-
sibility as trustees in the greatest loyalty and fulfil the mis-
sion entrusted by the people with the highest efficiency,the
lowest cost of resources and the best and quickest returns.’
While reporting to the people, they should also accept the
auditing and supervision of the Poll Office at the same level.
The work of state audit will proceed smoothly only if the
governmetn officials have high personal quality and a strong
sense of accountability. Among those financial men, not a
few still hold the view ”Finance should not be subjected to
the examining of auditing office in the same level”. It’s

hard to begin the topic of accountability with them.

The concept of accoutability is the preceding point of
the work of auditing. |

The major mandate of a state audit institution is to

make a fair and independent reassessment of the reports



submitted by the government at its own level and of the ful-
filment of accountability assessed by the accounting office.
If the result of reassessment shows that the govern —ment
has fulfilled the mandate of the people as expected, the
People’s Congress at its own level will relieve these public
servants of their responsibility. On the contrary, if it shows
that the government has largely failed to fulfil the will and
request of the people, a new government will be elected to
take place of the incompetent one. China and western coun-
tries hold the same view on these issues though they do dif-
fer on the basic issue as to who represent the people. In
modern democratic societies, state auditing is indispensable
and even pivbtalto democratic politics. Only those countries
in which auditing plays an important role enjoy high degree
of democracy; This has been the history of auditing as well

as the history of democracy.
I

How can we ensure a good role by auditing?

A large part of the book by Prof. Wen is devoted to the
comprehensive introduction of the experiences of the major
countries ,namely, auditing of all forms must be ensured by
a good state audit system apart from the firm establishment

of the concept of accountability.



The history of auditing tells us, audit institutions must
be independent of the interference of the trustees in order to
play'a genuine role——1It will yield no result if the govern-
ment handles the expenditure and management and the
same government does the auditing byitself. Such practice
may deepen the distrust of the people. When a countrydos
the auditing which can not convince the people, it has been

left nothmg which is convmmg

Auditing must be-independent of the trustees and the
result must be submitted directly to the trusters rather than
via the trustees. In such case, not only can the auditing in-
stitutions make a fair and objective reassessment of whether
the government has fulfilled the mandate of the people, but
also the government can demonstrate its intention of non—
interference of the work, its great loyalty to the people and
hence wintheir trust and support. As we know, the people
are absolutely practical. We should never nurse any idealism
in this respect. As they will make Judgement of the attitude
of their government by their deeds instead of political
promises ( reflected in the Yearly budget and Develop‘ment
of the National Economy). The audit institutions, indepen-
dent of the government, will make an objective reassess-
ment of the accomplishment of the govermnent and bring it
to the public. As long as it is prdétical and realistic, the
governmeht will be able to enlist public confidence and sup-

port. People are more likely to accept the shortcomings con-

-



firnied’_ by the audit institutions than the self — praised
aChieveﬁleﬁt by the goVernm_ent. Because of this common
desire of the two parties, over 90% of the modern audit in-
stitutions in the contemporary world are independent of the
government at all levels. The independence of auditing in-
stltutlons constitutes a precondition of the supervisory role
performed by the people over the government which will get
its work known to the pubhc under the contextand win

‘credit and popular support.

" Presently, the people in China share a common desire,

namely, an unswerving adherence to the Four Cardinal

Principles—— upholding the leadership of the Chinese Com-
munist Party; reinforcing the dictatorship of the proletari-
ans; following the guidance of Marxism — Leninism and
Maozedong thought; sticking to the socialist road. Howev-
er we must ponder over the issue: How can we transform
this common desire of the people to the {orcible action of the
government officials at all levels and from the Programme
of the Party to the strict requirements of the public servants
by the Party? For this purpose, what the public servants do
must conform with these principles so that the people may
be convinced by the action of the public servants that they
are the servants of the people instead of the masters. In the
same line, it is very clear whether it follows the Principles if

the audit institutions are subjected to the government at all

levels so that the government may find itself in an swkward



position of handling the expenditure, management as well
as auditing all by itself? In this context, now could the gov;
ernment explain the whole thing to the people with confi-
dence and win their truset even if they didn’ t raise any ob-
Jections? Yet, there are still some who assume that the ex-
isting auditing system helps the proper handhng of the re-
sult of auditing whose underlying meaning is that the
People’s (,ongress has no capacity in thls respect. Suppose
we could take no notice of their ignorance of the role by the
People’s Congress, we could never turn a deaf ear tc _he
complainants by the auditors nationwide about the difficul-
ties of auditing and after—handling. Then Wh:at.else still
sustain the idea that we must cling to the present auditing

system?

From a hlstorlcal point of view, the present audit
structure does not conform with the demand for a clear gov-
ernment, the request of per51st1ng in the Four Cardinal
Principles and the pains taking efforts for proeperttv. ‘More-
over, it is incompatible with our efforts to increase the
transparency of the government so as to remforce the umty
of the people around the central government and win their
support. I believe that we will share this view after readlng
this book by Prof Wen shuo. I’'m completely for the idea
that democracy can not be separated from law. At present,
our legislature and structure concerning auditing can no

longer ensure the achievement of these objectives as ” a



hlghly developed democracy” and the observance of the
Four Cardinal Principles. It’s hlgh time for us to make re-

conmderatxon
v

I've always believed that auditing not only begins with
the emerging of accountability, but also evolves with the

development of accountability.

In the slave society in which "all the 1_and ei.,s_owned_ by
the king and every one is his subject”, the slave holders
owned everythlng It’s only natural that they were the
trusters of the soc1ety while a handful of wealthy slaves re-
sponsible for the management for the slaves holders were
the trustees; In the feudal society, the feudal monarchs and
landlords were the trusters while the feudal bureaucrats and
the bousekeepers of landlords ( such as Wu Jinxiao and his
like described in the Dream of the Red Mansion) were the
trustees ; In the capitalist society, the tax payers represented
by the bourgeoises are the trusters while the capitalist gov-
ernment at different levels are the trustees. In the socialist
country, the broad masses of people are the trusters and the
people’s government at different levels are the trustees.
Based on this Vlew, we may conclude that the evolution of
human soc1et1es has been reflected in the replacement of

trusters by trustees because of the rise and fall of the class



forces they represent. In the process, the number of the
trusters has expanded greatly and the supervision over the
achievement of accountability has become more strict and

accountability proper has gained rich content.

In the enlightening period of democracy, the pe‘qple’.s
request was limited to how much would be taken from the
people. They were entitled to refuse the attempt of exceed-
ing the ceiling but would never inquire about how the fon-
ey from the people was spent. With the development of the
soclety and the growth of the people’s conscience of democ-
racy, the people began to demand that all taken from the
people should be used for the people. Anyone. who didn’t
would be enjoined to shoulder political responsibility. With
the further development of the society and the further
growth of democratic rights, the people begén to démand.4
that all taken from the people must be used for the peoplé e-
conomically, efficiently and effectively. The government
would still be held responsible if they didn’t use the money
efficiently and failed the expectation of the people. For the
past two decade when democracy and production force in
the west enjoys further growth, the issues of pollution
noise, the health and well being of the worker, the protec-
tion of the women’s and children’s rights and the mainte-
nance of ecological balance have captured increasing atten-
tion and concern. The people are now demariding the input

of social responsibility in accountability thus bring about the



concept of social auditing. Proceeded from this point of
view, we can see that.a history of auditing is virtually a his-
tory of democracy as well as a history of accountability.
This theme runs through the book on the history of audit-
ing by Prof. Wen from the beginning to the end. The
supreme form of accouhtability is political responsibility. - In
the west, to be held responsible politically means the step—
down of the government because of the loss of trust by the

people.

The history of auditing shows that in a democratic so-
ciety where auditing can play a full role, auditing and bu-
reaucratism can never reconcile with each cther. Instead,
the former is a strong antidote of the latter. From the per-
spective of accountability, no case of irresponsibility charac-
terized by bureaucratism has survived auditing successfully
and no auditing has left any room to bureaucratism. This is
how the history has been going: Bureaucratism can hardly
run wide in the country where the system of auditing can be
carried out speedily and resolutely. On the contrary, the
system of auditing fails to play a full role where bureau-
cratism is rampant. No examples can be found to prove the

opposite.

" By introducing the development history of auditing in



different countries, Prof. Wen shuo has concluded in the
book that the modernization of auditing can only be realized
in the process of political democratization. Without the in-
surance of democratic politics, the modernization of audit-
ing will proceed very showly or even go astray. In the
meanwhile, by using the examples of Britain and U. S. A. ,
the author points out clearly that the modernization of poli-
tics doesn’t ensure an immediate modernization of auditing
as the latter hinges on the profound understanding of the
relationship with the former by the auditors and statesmen.
I quite go along with the idea. In the meanwhile, I feel that
without the guarantee of modern auditing, political democ-
ratization can hardly be free from the serious impediment
caused by bureaucratism. democracu is the dssence and the
" ends of modern auditing while auditing is the demonstrra-
tion and means of modern democracy. modern auditing will
lose its significence if without the ends of modern democra-
cythid constitutes the basis for theory, namely, modern au-

diting must proceed form accountability.

Accountability boils down to the issue of ”loyalty” and
" disloyalty” while the sense of accountability is in essence

the sense of democracy.

The key to democratic politics is not as some people
suppose, thequality of the people. Even without labeling it

as noin — Marxist — Leninist, it is still not true to the fact to



justify the failure of practising democratic politics under the
excuse of "the poor quality of the people”. It’s only natural
that the quality of the people in the primitive age were not
as good as that of us today, we can never deny the
YiruokuiClan and the Chirad Clan described by Engles be-
ing a democratic society. The key to democratic politics lies
in the quality of the public servants of the people. If they
are furnished with a strong sense of accountability and con-
sider themselves the servants and trustees of the people to
whom they show unswerving loyalty instead of the other
way round as what Den Xiaoping refer to some leaders "
who deem themselvesas the masters instead of the servants
of the peoplé” (page 292 of the Selected works of Deng Xi-
aoping ) , the so — called " poor quality” of the people
wouldn’t prevent themselves from being the masters of the
country. In the early liberated —area, the strong sense of
public servants shared by the cardres ensured the successful
practice of free eclection of their servants by the people by
way of casting of beans instead of votes. This demonstrates
that illiteracy does not prevent the people from exercizing
their rights. However, one thing to be asked is, ”Is the
quality of the Chinese really poor?” The Chinese people al-
ways have a good sense of right and wrong, not to mention
their commonly acknowledged quality of industry and intel-
ligence. For example, they have always spoken highly of
Mr. Zhu Geliang, who, being afraid of failing the expecta-
tion of the ancestors, bent his back till his dying day in



helping the Emperor Ardou who was infamous for his poor
quality; Likewise, they have never mentioned Chaoman
without referring to a treacherous court official who took
hostage of the emperor to command the kings andl_never

show any respect to Emperor Liuxie, Xian.

We never disagree that the quality of trustees should
be better than that of the trusters, otherwise, it Wouldn’t
be necessary to entrust on them! In the eyes of those who
believe in ” the peoples’quality theory” ’ the quallty of the
people in the west today are hlgh enough for democrauc
politics. However, 1 wonder whether they have ever no-
ticed that these people are also being fooled around by the.
pol1t1c1ans who claim themselves to be of h1gher qual1ty and
the champions of democracy. This is determlned by the;
state system. Aren’t these examples adequate to show that
the key to democratlc politics, instead of being the qualtty
of the people" » is the sense of accountabihty, the loyalty to
the people by the publ1c servants? Determmedby our state
system, the politics of the People’s China has always be for
the people and the majority of the carders are bound to
serve the people Wholeheartedly and glve full play to the ad~
vantage of socialism as long as they form a clear sense. of ac-
countability. Soc1allst democracy will have fully developed
when bureaucratism is smashed and a healthy aud1t1ng Sys-
tem $o as to change the phenomena of " 1nadequate advoca—

tion and practice of _d_emocracy_” cr1t1c13ed by Deng‘Xla_o plng



(page 162 of the Selected Works of Deng Xiaoping) will be
conducive in anyway to the Iﬁersistence of the Four Cardinal
Principles, the stability of the country and the realization of
a highétandard democracy. |

s

VI

- Prof. Wen shuo is well —known to us. Many of his
previous‘ works are known for their rich content, keen in-
sight, tight structure and fresh and lively diction which is
kept and further developed in this book, the World History
of Auditing. The book has over 600,000 words divided in-
to five parts with its focus on accountability. The first three
parts deal with the history of state auditing, auditing by
CPA and internal auditing development. Efnphasis is given
to the role of state auditing combating bureaucratism in
democratic political entity, of auditing by CPA in establish-
ing and maintaining the integrity of capital markets and of
internal auditing in strengthening business management and
enhancing economic efficiency. The fourth part examines
the development of recent audit firm mergers (accounting
services from Big Eight to Big Six). The {ifth part is devot-
ed to the history of auditing on specific subjects of eleven
which illustrate respectively the development of auditing
techniques and the tendency of future development of audit-
ing. The book is equipped with substance by which I'm

dazzled as if 1 were walking in the mountain where there



are so many things for my eyes to take in. In the processbf
writing the book, the author established contacts with
"dozens of relevant agencies, exchanged views with the au-
diting experts in many countries and accumulated huge
amount of information and pictures from Britain, japan,
the Soviet Union, West Germany, France, Spain, Por-
tugel, USA and Arab countries. Therefore, It deserves to
be called another great book by Prof. Wen shuo after long
years of painstaking efforts. It is the first history book of
auditing I have ever seen worldwide which makes a system-
atic and comprehensive introducting of the evolution process
of state auditing, internal auditing and auditing by CPA.

This demonstrating the development of the theory and
work of auditing in China with the improvement of its eco-
nomic work following the policy of reform and' openin'g':to
the outside world. Moreover, we are gratifying to see that
some of our countrymen have gained world claim in this re-

spect.

There is no limit to knowledge. 1 beheve that Prof

Wen shuo Wlu strive for new achievements.

March 29,1990 ° Wuhan



