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ABSTRACT®

Currently, the shortage of internal monitoring strength caused
seriously problems of violation and fraud in listed companies. It not
only reduced the value of companies, but also endangered the bene-
fits of the shareholders and related benefits corpus in China serious-
ly. But the existing internal monitoring mode can not resolve this
problem effectively. Aiming at this problem, firstly, this paper car-
ries the theory analysis on the existing mode of internal monitoring
in listed companies, and discovers the theory shortage; secondly,
this paper studies the effects of the existing mode on the evidence of
218 listed companies by empirical research method, discovers the
realistic shortage of the mode; thirdly, based on the problems of
the theory and realistic shortage, this paper structures a mode of
integrative monitoring by board of supervisors; at the end, using
the GRAP-ANP method and the comprehensive evaluation index
sign system, this paper tests the mode of internal monitoring in
sample listed company, then draws a conclusion that the mode of
integrative monitoring by board of supervisors can strengthen the
internal monitoring effects, and increase the whole value of the
company. The main achievements are summarized as follows:

1. It proves the theory shortage of the existing internal moni-
toring mode in listed companies, such as: the principal-agent rela-

tionship is lack between the board of supervisors and audit commit-

@® This research got financial support by social science fund in Hebei province (serial number.
200402015), and won the second prize of the fifth (2007) Hebei province social science fund i-

tem excellent result.
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tee and internal audit; the system of internal monitoring is split into
pieces by the factitiousness, and can’t develop conjunction effects of
the system; the interlocking strength of internal monitoring can’t
promise monitoring result; it is lack of the diversified corpus in the
board of supervisors, etc. This paper puts forward the direction of
improvement, namely, to remove the audit committee and internal
audit from the management, and integrate them with the board of
supervisors. So, it becomes a clear monitoring network of internal
monitoring of listed company, and can enhance the internal monito-
ring of listed company.

2. It verifies that the different internal monitorings can not ex-
ert its function to repress the violation and fraud in listed company.
In order to test its effect, this paper chooses 109 listed companies
which were punished by CSRC, and 109 comparing listed companies
in Chinese stock market at random as study samples, tests the
effects of the different internal monitorings. It shows that in the 7
typical characteristics of board of supervisors, the supervisor year
salary, the number of the supervisors’ objections have close relation
with the violation and fraud; At the same time, in the 7 typical
characteristics of independent directors and audit committee, it's a
main factor that the independent directors attend the meeting in per-
son, which influences the violation and fraud disclosure. But it is
not a notable factor whether the audit committee which was com-
posed with independent directors exists. Based on the results of the
empirical analysis, the belonging relationship of the audit committee
should be changed, and the remuneration of supervisors should in-
crease, etc.

3. It structures a new effective mode of listed company inter-
nal monitoring in China, which is integrative monitoring by board of

supervisors. Because board of supervisors is placed in corporate
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governance layer, the board of supervisors should take the leading
position in internal monitoring mechanism, and audit committee
should belong to board of supervisors, internal audit should answer
for audit committee directly. This mode builts up a whole overlay
type monitoring chain, namely, a trinity from top to bottom moni-
toring chain of board of supervisors—audit committee—internal au-
dit, which carries out the connect of company governance monito-
ring and management monitoring, resolves the monitoring problem
to the board of directors, general manager and business perform-
ance section in the link and interaction framework of company gov-
ernance and company management. The paper makes an integrated
planning from the target mechanism, the organization mechanism,
the motive mechanism and the ability mechanism for board of super-
visors and its committees, internal audit, and gets the system re-
sultant force of organization system. So, the paper finishes the or-
ganization mechanism for the new mode.

4. Using the GRAP-ANP method and the evaluation index
sign system, it sets up the evaluation mode of internal monitoring
mode and the value promotion ability of listed company, and carries
on a test of the result of internal monitoring in sample listed compa-
nies. Through the test and the comparison between the modes of
sample listed companies internal monitoring and integrative monito-
ring by board of supervisors, it gets the conclusion that the mode of
integrative monitoring by board of supervisors can enhance the lis-
ted companies internal monitoring, and promote the listed compa-

nies value.
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