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Abstract

Financial management model is a structural system, which relying
on particular environment, guided by value orientation, including the
factors of financial target, financial resources distribution, financial-
rights distribution, performance evaluation etc. ; and conjoining all fac-
tors with particular main line. The traditional financial management model
relies on the logic of ‘capital hires labor’, services for the management i-
dea of product first, and shows the value orientation of shareholder pri-
macy. Under the new environment of material capital logic facing theory
query and practice challenge.and the product first idea.being replaced. by
the management idea of customer first, the traditional finance model
shows obvious drawbacks, these drawbacks include; parochial financial
target, one-sided financial resources, low effect financial system, over-
emphasized results of performance evaluation, and isolated financial
management system. Therefore ; it is very urgent to re-engineer traditional
financial management model under the knowledge-based: economy.

The financial management model based on three value drivers is a
re-engineer and creation to traditional finance model. It is based on the
three value drivers under knowledge-based economy. The value drivers of
modern corporate are satisfaction and perceived value of three stakeholde-
rs; shareholders, employees and customers. They are key subjects in the
decision of firm value. Creating value for shareholders, employees and
customers is the basic thought in the new financial management ‘mod-
el. Comparing with the traditional finance model, new model shows the

changes from capital logic to' value logic, from single dimension value to
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three dimension value, from organizing material capital movement to cul-
tivating core competitiveness, from over-emphasizing the results to the
process. lts basic characteristics are: regarding value as the main logic
line; taking stakeholders’ beneﬁts: as value orientation; with continuous
value increase for financial target; cultivating and distributing extensive
financial resources; with the financial governance participating by share-
holders, employees and customers; performance evaluation systen; em-
phasizing on the process of value dnvmg, management ideas of customer
first and employee fundamental. .

Among all factors of the financial management model, finanee target
is the key factor. It decides the movement direction of resources distribu-
tion, .financial-rights distribution and performance evaluation, and it is
the starting point and destination of financial decision. The finance target
in finance model based on three value drivers is continuous value increas-
ing, which is different from traditional finance target. The new finance
target is the direct expression in financial .management of corporate tar-
get. It expands the scope of the finance target objects, brings into share-
holders, employees, customers to finance. target objects together, shows
the benefits of key stakeholders. It pays emphasis on value drivers in, the
long-term development; avoiding operating short-term behavior within
process; outstanding dynamic of value .creation; and matching the
thought of the social responsibility and. business ethics management.

Financial resources are:the .object of financial management. The
scope of traditional financial resources is limited by thematerial re-
sources, namely buildings, equipments, inventory, cash etc.. Too nar-
row financial resources cause the weakening function of traditional corpo-
rate finance. Being constrained by the value protection and value. increas-
ing of material capital, the traditional finance model has the disadvan-
tage in cultivating competitiveness and in long-term development. The

new finance model expands the content of the financial resources, which
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including material resources, human resources and customer re-
sources. At the same time, the contents of the financial management are
changed from material resources distribution to cultivation and distribu-
tion of material resources, human resources and customer re-
sources. Through that, firms can create more value for shareholders,
employees and customers, promoting the continuously competitive advan-
tage.

Financial-rights distribution is one of the core factors in finance
model. It should also express the value logic and take driving value driv-
ers as starting point. According to resource dependence theory, corporate
financial-rights should be distributed to shareholders, employees and
customers. Three-Dimension Model pays emphasis on coordination among
stakeholders, and realizes joint decision and control of key
stakeholders. Shareholders, employees and customers are benefit corpu-
ses to sharing corporate financial-rights, and they are also the corpuses
of corporate governance. They carry out their decision power and inspec-
tion power through using their financial-rights by system arrangement.

The finance target of the corporate is continuous value increase,
and the factors that play key part in value decision are source factors,
namely value drivers. “What you evaluate, what you get. ” In order to
realize the target, performance evaluation should pay more attention to
value drivers and emphasize the source of value creation. The perform-
ance evaluation in finance model based on three value drivers stresses on
value drivers and connects financial performance and nonfinancial per-
formance together. The new performance evaluation system absorbs the
basic thoughts of EVA, Performance Pyramid, Balanced Score Card and
Performance Prism; starting from shareholders, employees and custom-

ers; concentrating on the long-term competitive advantage.
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