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Abstract

The human society evolution history is, in certain sense, a hu-
man nature and society controlling history. Since thousands years,
people have been dealing with controlling affairs ever and over again,
such as flooding control, earthquake control, SARS control and space
station waste equipment control. However, during the research on
controlling affairs, there are more research in natural science area
than in social science area, more research on macro controlling prob-
lems than on micro controlling problems in social science. A society
without control could not be imaginable; an enterprise without control
would be definitely going dead.

An enterprise is a complex man-made system, which is made of
many co-related sub-systems. In order to realize effective management
and enhance economic benefit, enterprises will and have to control
their operating and management activities. Yan Peijin, the famous

economist, once said, “Internal financial control is of most impor-
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tance to solve enterprise puzzles, to exercise managerial abilities and
to set up scientific management system” . Indeed, it is very necessa-
ry for enterprises, for governments and even for the whole society, to
establish and improve internal financial control in market economy.
Internal financial control develops with the development of enter-
prises. When enterprises have a small scale and small business vol-
ume, it’s not very necessary to have a internal financial control sys-
tem. But when enterprise scale becomes larger and larger, business
risk increases with the increase of business volume, and the require-
ment of internal financial control appear more and more urgent. In a
time of market economy, knowledge, and globalization, competition
become more and more severe, companies are forced to adopt new
technology, to renew managerial method to take up the challenge and
comply with market competition. As seen from many countries, there
are many successful companies which take internal financial control as
important as blood of body, and take strengthening internal financial
control as their secret weapon; there are also many companies which
ignore internal financial control and fall in huge deficit or bankruptcy.
In recent years, as many new managerial methods such as enterprise
restructuring, learning organization and efficiency enhancement are
introduced in the companies, internal financial control becomes a
front line question for modern enterprise management. In this sense,
this book takes the internal financial control of enterprises as research
topic. Taking the enterprise financial activities as research contents,
synthetically applying modern financial theory, economic theory, and
management theory, this book studies the basic theories of internal fi-
nancial control of enterprises, presents a general framework of finan-

cial control combined with financial control environment of our coun-
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try,, and establishes the internal financial control system of enterprises
preliminary.

Following the analytical path above, there are four parts, totally
severn chapters in this book .

Chapter one is the first part, which describes the research back-
ground and writing motive, points out that lack of financial control
will endanger social economy, and analyses the realistic necessity of
financial control. At the beginning, the book retells the Barling bank-
ruptcy event in 1995, systematically analyses the bankruptey crisis
and draws the lesson for the whole werld. On this basis, this book de-
scribes its research purpose and research significance, research theo-
‘ries and research methods, analytic structure and main conclusion,
innovations and defects.

Chapter two is the second part, which tries to set up the theoreti-
cal framework of financial control through discussing the theoretical
basis of internal financial control. Firstly, this part briefly recalls the
theoretical development of internal financial control of enterprises,
which is separated as two phases: preliminary exploring phase of
western financial theorists and deeply research phase of domestic fi-
nancial theorists. Western theorists are good at positive study, and fo-
cus their research on practical operation; but they fail to do systematic
research on some theoretical questions. On the contrary, domestic ac-
ademics focus on standard research. They discuss deeply the phases,
methods and system of financial control, and further the theoretical
study. Secondly, this part analyses what reles the basic methods such
as systematic theory, information theory and controlling theory play.
The conclusion shows that the three theories are tightly correlated and

applied in doing this research. Thirdly, this part discusses the con-
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cept of financial control, and analyses further the relationship of sev-
eral concepts with financial control. On the basis, this part discusses
the theoretical hypotheses and theoretical components, and sets up
and describes the framework of internal financial control of enterprises
concluding financial environment, human capital financial control,
property capital financial control and financial control evaluation sys-
tem.

The third part includes Chapter three, Chapter four, Chapter
five, and Chapter six. Chapter three explains the financial environ-
ment where financial control exists and plays roles. Firstly, the book
points out that the research purpose of financial environment is to dis-
cuss how to set ub the internal and outer environment in favour of fi-
nancial control of enterprises by analysing the relationship between
controlling environment ‘and financial control of enterprises. Second-
ly, among the factors of controlling eﬁvironment, the book analyses
especially corporate governance and concludes that corporate govern-
ance is an important component of internal financial controlling envi-
ronment. Finally, the book presents some suggestions on strengthe-
ning the internal financial control of enterprises by rebuilding financial
controlling environment and improving corporate governance.

Chapter four tells how the enterprises, facing human capital,
catch the opportunity and choose the control methods to realize the
control purpose. Firstly, the significance and characteristics of human
capital financial control are analyzed. Secondly, this part builds a set
of financial eontrolling system of human capital comprising of finan-
cing control, investment control, application conirol and earning dis-
tribution control. There are two paths of studying financial control;

one focuses on business process, the other focuses on financial actiyi-



ty. By comparing the two paths, the book thinks that the second path

is of more importance for both the theoretical research and practice of
" financial control, thus, the second path is chosen. In the end of this
part, examples about Shenzhen Huawei Technology Company and Ca-
ocao, the famous politician in three country time are given to show
how the financial control theory of human capital is applied in prac-
tice.

Chapter five, structuring similar as the Chapter four, tells how
the enterprises, facing property capital, catch the opportunity and
choose the control methods to realize the control purpose. Firsily, the
significance and characteristics of property capital financial control are
analysed. Secondly, this part builds a set of financial controlling sys-
tem of property capital comprising of financing control, investment
control, application control and earning distribution control. In the
end of this part, examples about Sichuan Changhong Electrical Appli-
ance Company and Wang Xifeng in the classical novel “the stone
story” are given to show how the financial control theory of property
capital is applied in practice.

Chapter six, the book creates the evaluation matrix of internal fi-
nancial control of enterprises using gradation analysis theory and posi-
tive analytic method. After studying the financial gradation theory and
gradation theory, the book invents the gradation analysis method of fi-
nancial control evaluation on the complicated condition. At the same
time, the writer gives forth to the basic principles of the gradation a-
nalysis method, which comprises of -the principle of purpose, the
principle of science, the principle of systematic, the principle of ef-
fective, the principle of synthetic and the principle of adaptable. On

this basis, the book explores and examines the evaluation matrix of fi-
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nancial control in the theoretic framework of internal financial control
of enterprises. At last, the book compares the gradation analysis
method with achievement evaluation method of state owned capital,
and points out the advantages of the former method.

In the last part, the book turns to study the new field about fi-
nancial control reseach. This chapter analyses the relationship of fi-
nancial control and value creation, financial control and financial eth-
ies, financial control and financial ecology, and systematically dicuss-
es its basic theories and application.

The innovations include:

First, this book preliminary set up the theoretical framework
about financial control research, which includes financial environ-
ment, human capital financial control, property capital financial con-
trol and financial control evaluation system. '

Second, the theoretical hypotheses of financial control are con-
structed, which include financial rational person hypothesis, financial
controllable hypothesis, financial environmental effect hypothesis and
financial information reliable hypothesis.

Third, this book integrates the theories of economics, manage-
ment and finance, and deeply discusses core concept about financial
control. Thus, it forms the theoretic framewok of human capital finan-
cial control. Complying with knowledge economy, human capital is
included in research object, which extends the content of financial
control.

Fourth, the concept of financial control is examined and new ex-
planation is presented in this book. A series of similar concepts such
as financial control, accounting control, financial supervision, inter-

nal control are analyzed and compared, which presents a clear idea of



further research.

Fifth, research methods are also innovated. Combining financial
gradation theory, gradation analytic theory in and multi-level synthetic
fuzzy evaluation theory, this book presents the gradation control meth-

od in complicated conditions.

Key words: financial control, internal system, human cap-
ital, property capital, financial control evaluation
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