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Abstract

Enterprise Group, as an advanced organizational form of enter-
prise, grows fast with the development of China and the opening eco-
nomics. However, the financial control conflicts of enterprise group
emerge between member enterprises and the group and the over-disper-
sion of subsidiaries. Therefore, under the increasing market competition,
how to balance between intensive and separate management, how to
form the enterprise group’s core competitiveness with finacial control,
are becoming more and more important, especially when considering the
development of enterprise group management practice. So, the impact of
enterprise group financial control attracts attention on a wider scope and
a higher level. Because of those, calling for research to find a way out,
both in the academe and the practice, is necessary.

The theoretical research on financial control of enterprise group falls
behind the development of financial management practice. In summary,
the existing research can be divided inio three categories; norm study,
empirical study and countermeasure study, answering the questions of

[

“why, what and how”, respectively, the “why” question concentra-
ting on finding out the background that determines the necessity of con-
centrated management of the enterprise group dominates in the early
stage. While the current of international study turns to “what” question,
which means the depiction, affeciing factors and consequences of enter-

prise group financial control. Besides that, study on the “how” question
.1-
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has been launched abroad already, although lacking in the back up of
achievement of research on the “what” question. Viewed as a whole,
the domestic researches still stand on the “why” level, falling behind
counterparts abroad in far distance. Although some studies emphasize on
the thesis of “how” , they are just at general standard, not on the basis
of research working on the “what” question. No matter from which as-
pects the international mainstream research, or the necessity of domestic
and financial management practice research, more systematic research is
needed on the issues below; How does the enterprise group financial
control perform? What are the affecting factors of the enterprise group fi-
nancial control? What impacts does the enterprise group financial control
exert to the enterprise performance?

This article uses theoretical analysis and empirical research meth-
ods, trying to analyze these problems systematically. The main content
focuses on the fields below

(1) Getting detailed empirical resources through on-the-spot in-
spection and questionnaire

The author has done interviews and surveys on enterprises in Shan-
dong and Zhejiang in six months. First, do in-depth interviews with
high-rise handling senior managers of 26 enterprises, one chief account-
ant of accouting association and professional researchers of three
colleges. Secondly, give out three-round questionnaires according to the
results of the on-the-spot inspection and questionnaire survey. Question-
naire “A” reclaimed 59 effective ones, questionnaire “B” reclaimed
46, and questionnaire “C” reclaimed 109 effective ones, which pro-
vides detailed and enough resources to empirical research in this thesis.

(2) Build the thesis frame with the promoter financial control as
concept foundation and the enterprise group financial control theory as a
breakthrough point.

.2
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After reviewing the relevant literature, this thesis summarizes the
framework of enterprise group financial control and builds up the logic
framework of enterprise group financial control, that is, motivation and
incentive-behavior and measurement-analysis and conclusion. The thesis
also tries to depict the enterprise group financial control in three dimen-
sions: companies under control, companies out of control and subsid-
iaries, and then distinguishes the detailed performance of enterprise
group financial control in four levels as the following: management and
control power of particular assets, management and control power of par-
ticular fees, management and control power of particular projects, and
management and control power of financing. At last, this article tests
empirically from the viewpoints of the characteristics of enterprise group
financial control, the enterprise size, life circle and industries and etc.

(3) Revealing the characteristic of enterprise group financial con-
trol and quantitative analysis through econometric models

On the basis of theoretical analysis, this article uses descriptive
statistic and analysis of variance to depict the enterprise group financial
control. The performance of enterprise group financial control consists of
three dimensions; the financial control power to the companies under-
control, the financial control power to the companies out-of-control,
and the financial control power to the listed subsidiaries. As a whole,
the group controls the under-control companies the best, on the other
side, however, the control power on the out-of-control companies is the
weakest. Situation is the most complicated when the listed companies are
involved—the data and analysis from the group management is quite dif-
ferent from the felling of the society. As the companies grow, the group
exerts stronger and stronger control on all types of subsidiaries. But when
the group is on the downfall track, the control is weaker and wea-
ker. The public responsibility only increases on the stage of establish-

.3
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ment, and stays almost the same on other stages. The financial control to
the under-the-control company is better than other two types companies
on all stages. The state-owned enterprises and the private enterprises do
not show much difference in above three dimensions.

Based on the research aims, the logic structure of the article is as
follows -

Chapter 1 is the Introduction. Based on the importance and signifi-
cance of the research thesis, delimit the frontier of this research; and
then define the concept that will be used; and at last, illuminate the re-
search system.

Chapter 2 is the literature review. First, give an overview of the re-
search framework through reviewing studies on enterprise group finance
control in order to define the research in this thesis. Secondly, review
the studies abroad and domestic respectively. Thirdly, describe the
evolvement of enterprise group financial control theory, both in academy
and practice. Finally, summarize the research trend of enterprise group
finance financial control theory.

Chapter 3 is the motivation of financial control. Illustrate the motiva-
tion of financial control on the basis of strengthening risk management
control, synergy effects and performance improvement.

Chapter 4 is the measurement of financial control. First, show the
different dimensions of financial control according to the respective litera-
ture and on-the-spot inspection. Then, work out a measurement system
of financial control, according to the division of the dimensions and the
questionnaire.

Chapter 5 is the statistic analysis of financial control. First, analyze
on the base of inspection. And then analyze the performance of enterprise
group financial control. The analysis aims to showing different distin-
guished performance of this behavior.

-4-
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Chapter 6 is the empirical analysis of financial control. Analyze the
financial control differences in individual dimension, size and property
right using descriptive analysis and variance, and then testify corre-
sponding hypothesis.

Chapter 7 is the conclusion and prospect. Refine the importance and
values of this article according to the results of this research, giving
management advice to different kinds of subsidiaries. Orient the future re-
search.

Innovations of this thesis concentrate on the following aspects below

(1) Frame and verify the three-dimension model totally on the base
of promoter control theory, that is, the under-control companies, the
out-of-control companies and the listed subsidiaries. Although there are
already studies on three-dimension model, the weakness is evident;
first, the partition is out of experience, lack of backup of theory; sec-
ond, the stand of dimension partition is nol consistent, always using the
accounting standards and other standards at the same time, third, the
dimension partition is not verified by empirical research. On the basis of
the three-dimension model, this article develops a measurement tool of
enterprise group financial control.

(2) Draw the conclusion that the state-owned enterprises and the
private enterprises do not show much difference in all the three dimen-
sions. Domestic researches in the past and the public tend to think that the
state-owned enterprises put more stricter control than the private enterpri-
ses. Empirical analysis in this article shows that this is just an illusion. The
private enterprises are always small ones. It is the fact that the big ones
perform better than the small ones. In fact, the gap between state-owned
enterprises and the private enterprises is smaller and smaller.

(3) Testify the enterprise financial control behavior systematically
through management and control power of particular assets, management

.5
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and control power of particular fees, management and control power of
particular projects, and management and control power of financing. The
existing researches, however, do mnot put emphasis on this
question. Instead, they are dedicated to studying how to protect the
group’s right and keep away from risks. On the contrary, this article ana-
lyses this question in four dimensions, using the strategic management
theory for reference. Empirical analysis shows that all the four dimensions
affect the performance of enterprise group financial control, although
there are constructive differences.

Key words: enterprise group financial control motivation measure-

ment relevance analysis
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