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A Study on the Internal Control of Enterprises

from the Perspective of Contract Theory

CAI Xuehui
( Division of Finance, Nanjing Audit University, Nanjing 211815, China)

Abstract: Internal control is one of the key problems of enterprise management, internal control quality directly influences the
growth and development of the enterprise. In light of contract theory, this paper makes an analysis on problems existing in in-
ternal control of enterprises and finds that there do exist the following problems: the internal control system is imperfect, the
design is unreasonable; internal control supervision mechanism is not sound and the enforcement is not strong. What’s worse,
the enterprise management do not have a clear understanding of internal control and their risk awareness is quite weak. Fur-
thermore , market acceptance of internal control information is not strong and the external supervision mechanism is not perfect.
On the basis of those mentioned above, the construction strategy of optimizing the internal control of enterprises is put forward
from the angle of the enterprise and the government respectively.

Key Words: contract theory; internal control information disclosure; principal agent theory; corporate governance structure;

internal control audit; risk management; government regulation; accounting information relevance
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