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a b s t r a c t 

This paper analyzes the factors affecting decision-making on the provision of business services by Tai- 

wanese accounting firms in Mainland China, in order to provide suggestions and managerial implications 

to accounting firms on decision-making concerning business operations. Logistic regression analysis is 

conducted, and the empirical model of decision-making on the provision of business services in Mainland 

China is developed. The dependent variable is whether or not to provide business services in Mainland 

China; the independent variables are divided into five dimensions: firm attributes, labor structure and 

allocation, type of professional service, employee contribution, and client diversification. According to the 

results, when an accounting firm establishes a management consulting firm, has a higher percentage of 

employees with high educational levels, has a higher percentage of young employees, has a higher per- 

centage of management consulting personnel, and has a higher percentage of financial auditing business 

revenue, the probability of providing business services in Mainland China will be higher. However, when 

the percentage of tax service personnel is high and the clients are highly diversified, the probability of 

providing business services in Mainland China will be lower. Therefore, it is suggested that accounting 

firms should set up management consulting firms, managers should hire more employees with a mas- 

ter’s degree, young employees, and management consulting experience; in addition, the firms should 

actively expand their services in financial auditing and focus on specialized client groups, which will be 

more helpful to the accounting firms providing related business services and operational development in 

Mainland China. The findings can provide references to managers of accounting firms for the evaluation 

of expanding their business to Mainland China, as well as related decision-making. 

© 2017 The Authors. Published by Elsevier Ltd. 

This is an open access article under the CC BY-NC-ND license. 
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1. Introduction 

Since the economic opening and reform of Mainland China

in 1979, its vast domestic demand market has become a battle

ground for enterprises all over the world. To expand the overseas

market and strengthen international competitiveness, many Tai-

wan’s industries have moved their manufacturing sites to Main-

land China, leading to the clustering effect in the supply chain.

According to the statistics of the Investment Commission, Min-
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stry of Economic Affairs (MOEAIC) on January 2013, as of the end

f 2012, investment in Mainland China accounted for the highest

ercentage (61.23%) among all approved outbound investment of

aiwanese businesses. From 2009 to 2011, the investment amount

nd number of investment cases of Taiwanese businesspeople in

ainland China grew year by year. In 2010, Taiwanese investment

n Mainland China amounted to 12,200 million USD (518 cases),

nd reached 13,100 million USD (575 cases) by 2011. Although the

nvestment amount of Taiwanese investment in Mainland China

lightly declined in 2012, the amount reached 10,900 million USD

454 cases), thus, it is clear that Mainland China has become the

ocus of investments and business markets for Taiwanese compa-

ies. 

In recent years, many Taiwanese enterprises have established

actories in Mainland China; however, they face the challenges of
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requent changes in taxation and regulations, as well as discrepan-

ies in implementation between central and local governments. As

he Big Four accounting firms in Mainland China charge a higher

ee than those in Taiwan [13] , most enterprises hire Taiwanese

ccountants for professional services and taxation planning assis-

ance, as based on cost effectiveness. Hence, to satisfy clients’ de-

ands, some certified public accountants (CPAs) started to provide

ervices in Mainland China, including auditing, taxation, and man-

gement consulting. Therefore, CPAs play an indispensable key role

n the economic system. 

According to the “2011 Survey Report of the Accounting Service

ndustry”, as published by the Financial Supervisory Commission

18] (2012), the main bottleneck faced by the accounting industry

s intense competition and a sluggish market. Moreover, the main

ervices provided by most accounting firms are financial auditing

nd tax auditing. In addition, the main client group is Taiwanese

nterprises. To increase client channels, future business strategies

nevitably focus on the expansion of services to the Mainland Chi-

ese market. According to the above survey report, 37 accounting

rms provided business services in Mainland China in 2010, which

as a 28% growth, as compared to 29 in 2009; in 2011, the figure

ncreased to 43. According to the “2015 Survey Report of the Ac-

ounting Service Industry”, as published by the FSC [19] (2016), a

otal of 25 accounting firms undertook assignments in Mainland

hina in 2015, which is approximately 2.4% of the total pool of

034 firms. Among the 25 firms, 18 are partnerships and only 7

re sole ownerships. 

According to the “2015 Survey Report of the Accounting Service

ndustry”, as published by the FSC [19] (2016), client requests were

he main reason for conducting audits in Mainland China, which

ccounted for 83.3% of the total in 2015, up from 81.4% in 2014.

he second reason was to develop businesses, which was down to

.3% in 2015 from 12.3% in 2014. The majority of audit projects

n Mainland China were accomplished by staffs sent from Taiwan

86.5% in 2015 vs. 85.7% in 2014). The percentage of audit jobs con-

ucted by locals in Mainland China went down from 11.4% in 2014

o 7.7% in 2015. The percentage of accounting firms that set up

onsulting firms in Mainland China increased from 1.4% in 2014 to

.9% in 2015. 

The revenues from practices in Mainland China totaled NT$ 970

illion in 2015, or 3.5% of the industry’s total revenue of NT$ 28.15

illion. As much as 96.1% of the revenue in Mainland China was

enerated by firms with over 300 employees, while 98.3% was cre-

ted by mega firms with a revenue amount of over NT$ 100 mil-

ion. The biggest business in Mainland China was to audit the in-

estees of Taiwanese companies (78.9%), followed by statutory au-

its (11.4%) and investment evaluations and consultations (6.3%)

Source: 2015 Survey Report of the Accounting Service Industry,

SC [19] 2016). This suggests the provision of business services

n Mainland China has become one of the major channels for ac-

ounting firms to expand into overseas market. 

The above report also suggests that the attributes of the busi-

esses and performance evaluations of the accounting firms can be

ivided into five categories, including firm attributes, labor struc-

ure and allocation, the type of professional service, employee con-

ribution, and client diversification. The first four types are related

o operating structure and robustness, as well as the availability

f sufficient professional knowledge and talents. These types may

etermine the quality of services provided by accounting firms, as

ell as the ability to respond to auditing and non-auditing cases.

n addition, among the clients of the accounting firms, 99.52% of

he enterprises can be categorized into 19 sectors. When faced

ith clients of different industries, accounting firms must have cor-

esponding business strategies and differentiated professional ser-

ices. Hence, accounting firms may need to provide diversified ser-

ices in order to satisfy clients’ needs. Among those clients, some
ndustries have established factories in Mainland China; thus, ac-

ounting firms must provide additional professional services. Based

n the above, this paper intends to discuss the key factors affecting

he provision of business services by accounting firms in Mainland

hina. The findings can provide references for the managers of ac-

ounting firms regarding the evaluation of expanding their busi-

ess to Mainland China, as well as related decision-making. 

This paper consists of five chapters. Chapter 1 describes the re-

earch backgrounds, motives and purposes. Chapter 2 reviews the

iterature in relation to the business decisions and operating per-

ormances of Chinese investments by accounting firms and other

ndustries, and develops the research hypotheses of the five con-

tructs accordingly. Chapter 3 introduces the research design and

ethodology, and explains the sample selection from the Survey

eports of the Accounting Service Industry, as published by the

SC, as well as the variables and operational definitions of the in-

ividual constructs. Finally, a logistic regression model and an em-

irical model for operating performances in Mainland China are

uilt, in order to identify the key factors that determine their de-

isions in the undertaking of business services in China. Chapter

 conducts an empirical analysis and discusses the empirical re-

ults. Chapter 5 presents the conclusions and suggestions, as well

s suggestions and practical and business implications for account-

ng firms interested in the exploration of the Chinese market. 

. Literature review and hypotheses development 

As a knowledge-intensive business, accounting firms accumu-

ate their human resources and client resources over the course of

perations [11] . Oster [37] finds that enterprises with longer busi-

ess age will make more efficient allocation of resources over time.

owever, although enterprises with longer business age may lack

nnovation [24,39] , their information, assets, equipment, accumu-

ated professional experience, and client basis are richer. There-

ore, when facing a sluggish market and intense industrial com-

etition, accounting firms with longer business age will have more

esources and incentives to develop overseas markets for sustain-

ble operations, thus, further expanding their business scale and

reating operating profits. 

Scale factors can cause differences in behavior between enter-

rises. In other words, firms of different scales adopt different or-

anizational structures and strategies to construct a decision model

or their own competitive advantages [17,22] . Chen et al. [9] argue

hat the different requirements for the qualifications of CPAs in Tai-

an have resulted in market segmentation, leading to differences

n the business services and clients of accounting firms. Therefore,

he factors affecting the operating performances of the accounting

rms may vary. This paper categorizes accounting firms by orga-

izational structure into sole proprietorship and partnership types.

he accounting firms of the sole proprietorship type have smaller

cale than those of the partnership type. By comparison, the ac-

ounting firms of the partnership type have sufficient labor and re-

ources to satisfy clients’ demands for providing business services

n Mainland China. 

In recent years, e-commerce has become an important factor

or improving the business performances of enterprises. A suc-

essful strategy can help enterprises to improve their work effi-

iency and market shares, and develop new markets to survive in

 competitive market [12] . Liao [30] argues that the adoption of e-

ommerce with different technologies has positive effect on enter-

rises in the current changing market. At present, some accounting

rms have applied e-commerce in business activities, such as busi-

ess information and e-transactions, as compared to accounting

rms without e-commerce activities, and such accounting firms

ave better equipment and can better provide real-time manage-
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ment and consulting services, which is a niche in business inter-

nationalization. 

With the advent of internationalization and saturation of the

auditing market, management consulting services have become an

important professional and profitable channel for CPAs. However,

in the wake of a series of financial scandals, including the En-

ron case in 2001 and Worldcom in 2002, in order to revive the

confidence of the public and maintain auditing independence, the

Sarbanes-Oxley Act (SOA) was passed in 2002 in the U.S., which

prohibits CPAs from simultaneously providing auditing and non-

auditing services to clients. For this reason, accounting firms have

to adopt the strategic alliance model by setting up management

consulting firms for mutual support, in order to maintain indepen-

dence, increase the sources of clients, create profits, and achieve a

win-win outcome. Chen and Lee [8] discuss the strategic alliance

between management consulting firms and accounting firms ac-

cording to the resource-based theory regarding the operating per-

formances of accounting firms, and find that non-auditing ser-

vice revenues and operating performance are positively correlated.

As Mainland Chinese authorities have set limitations on the sign-

ing of auditing reports, Taiwanese enterprises in Mainland China

tend to hire Taiwanese CPAs for temporary auditing and consult-

ing services [13] . Hence, Taiwanese CPAs have considerable advan-

tages in providing management and financial consulting services

for Taiwanese enterprises. Moreover, with the mutual support of

the strategic alliance, accounting firms can grasp advantages in

providing business services in Mainland China. 

Under intense market competition and over time, accounting

firms underwent several mergers and acquisitions, from the Big

Eight in the 1970s to the Big Four at present, including Deloitte,

PwC, KPMG, and Ernst & Young. Past studies have suggested that

large accounting firms have differentiated products, higher audit-

ing quality [20,38,42] , and better reputation [32] . Hence, enter-

prises have faith and trust in the auditing quality of big accounting

firms. According to MOPS statistics, as of May 7, 2013, 1522 out of

the 1762 TWSE/GTSM listed companies were audited by Big Four

accounting firms. The number of clients audited by the Big Four

is more than 80% of all TWSE/GTSM listed companies. Hence, with

more clients and richer resources, the Big Four have more advan-

tages in providing business services in Mainland China. Thus, this

paper proposes H1-1, H1-2, H1-3, H1-4, and H1-5, as follows: 

H1-1. The accounting firms with longer business age are more

likely to provide business services in Mainland China. 

H1-2. The accounting firms with the organizational structure of

the partnership type are more likely to provide business services

in Mainland China, as compared to those of the sole proprietorship

type. 

H1-3. The accounting firms with e-commerce business activities

are more likely to provide business services in Mainland China, as

compared to those without e-commerce business activities. 

H1-4. The accounting firms with established management consult-

ing firms are more likely to provide business services in Mainland

China, as compared to those without established management con-

sulting firms. 

H1-5. The accounting firms that belong to the Big Four are more

likely to provide business services in Mainland China, as compared

to those belong to the non-Big Four. 

Human capital is the accumulation of technology and individ-

ual knowledge of employees within an organization, and is a criti-

cal asset to create and maintain the wealth of the enterprise [43] .

Morris and Empson [34] argue that human capital is an important

factor of accounting firms to provide professional services. Accord-
ng to the statistics of the “2011 Survey Report of the Accounting

ervice Industry”, the labor structure of accounting firms can be

ivided into partner CPAs, professional directors, professional team

eaders, professional assistants, and other staffs. However, in prac-

ice, professional team leaders and professional assistants are gen-

rally responsible for the forefront business works, while partner

PAs and professional directors are responsible for making deci-

ions and conducting other more professional works. Cheng et al.

11] find that the percentage of CPAs and operating performance

re positively correlated. A higher percentage of senior profession-

ls means stronger leadership, as well as more rigorous and sta-

le business decision-making capabilities. When providing busi-

ess services in Mainland China, there must be sufficient leaders

eading assistants to take responsibility for the business activities

cross the Strait. Hence, in addition to the reference to the pre-

ious results of discussions on partner CPAs, this paper discusses

rofessional directors regarding the influence of labor allocation on

he provision of business services in Mainland China. 

Knowledge exists in human capital, and is the most important

ompetitive asset of enterprises [21,41] . Knowledge comes from

ormal education and social experience [23] . Hence, in the account-

ng sector with labor as the core, pre-employment education is

ery important. Mathieu et al. [31] point out that employees with

 higher educational level are more efficient in learning and ab-

orbing knowledge and technology. At present, the main purpose

f seeking education is to obtain a college degree. According to the

Statistics of Educational Level of Taiwan’s Population over the Age

f 15”, as published by the Census and Statistics Department of the

nterior Ministry, as of the end of 2012, about 27.79% of the popu-

ation have college education or above, and 5.52% of the population

as a graduate degree. This paper defines employees with master’s

egrees as those with a high educational level. Chen et al. [10] find

hat accounting firms with more employees with high educational

egrees have better operating performances. Employees with mas-

er’s degrees or above must first complete a college education,

nd then pass exams, thus, they have more in-depth and broader

nowledge of professional courses [28] . Therefore, employees with

aster’s degrees or above have richer commercial knowledge, bet-

er communication skills, and more sufficient capabilities to pro-

ide professional services when accounting firms provide business

ervices in Mainland China. 

Employee age is one of the important factors affecting business

erformance [5,44] . In general, young employees are characterized

y vitality and innovation, and thus, are more suitable for challeng-

ng and diversified work. By comparison, older employees generally

refer stable work due to family factors. Bröcheler et al. [3] esti-

ate the work experiences of employees according to employee

ge, and find that the work experience of employees has positive

nfluence on operating performance at the establishment stage of

he accounting firm. As providing business services in Mainland

hina requires more efforts and time, by comparison, young em-

loyees are more suitable to work in Mainland China and support

he professional team. 

According to the statistics of the “2011 Survey Report of the

ccounting Service Industry”, employees of accounting firms are

ategorized by service types, as auditing service personnel, taxa-

ion service personnel, management consulting service personnel,

ccounting service personnel, and other staffs. Compared to tradi-

ional auditing and accounting business services, management con-

ulting services have a relatively higher degree of professionalism

nd uniqueness [8] . Due to relevant auditing work, CPAs are more

amiliar with the work procedures. Moreover, due to long-term co-

perative relationships, accounting firms have more opportunities

han general consulting firms [4] in providing consulting services

o Taiwanese enterprises before they enter the Mainland China and

anagement consulting services. 
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Clause 2 of Article 7 in the Interim Measures for the Manage-

ent of Certified Tax Accountants of Taiwan states that, “the taxa-

ion authorities shall recognize the tax-related verification and cer-

ification reports of the tax accounting firms.” To become a certi-

ed tax accountant in Mainland China, in addition to passing the

TA examination, candidates shall practice for two years in a tax

ccounting firm. Hence, officially recognized tax-related certifica-

ion and verification reports should be audited by tax accountants

n Mainland China; otherwise, it will be legally invalid. As account-

ng firm’s taxation service personnel have rare opportunities to

rovide tax-related services in Mainland China, due to the limita-

ions of relevant regulations, they focus their services on local tax

usinesses in Taiwan. Hence, this paper proposes H2-1, H2-2, H2-3,

2-4, and H2-5, as follows: 

2-1. The accounting firms with higher percentages of senior pro-

essionals are more likely to provide business services in Mainland

hina. 

2-2. The accounting firms with higher percentages of employees

ith high educational levels are more likely to provide business

ervices in Mainland China. 

2-3. The accounting firms with higher percentages of young em-

loyees are more likely to provide business services in Mainland

hina. 

2-4. The accounting firms with higher percentages of manage-

ent consulting personnel are more likely to provide business ser-

ices in Mainland China. 

2-5. The accounting firms with higher percentages of tax service

ersonnel are less likely to provide business services in Mainland

hina. 

With reference to the FSC “2011 Survey Report of the Account-

ng Service Industry”, accounting services can be divided into au-

iting service, taxation service, management consulting service,

nd other accounting services. However, in practice, according to

he provision of Clause 2 of Article 14 of the Certified Accoun-

ant Law, the reports presented by CPAs for auditing according to

he law and regulations are valid in proof. To become a CPA in

ainland China, candidates must pass the CPA examination, and

ork for more than two years in a Mainland Chinese accounting

rm. Hence, officially audited reports can only be audited by CPAs

racticing in Mainland China; otherwise, they will be legally in-

alid. However, other accounting services, such as business regis-

ration, are only provided to Taiwanese enterprises. Chuang and

hang [13] argue that CPAs may serve Taiwanese enterprises in

wo directions: (1) providing temporary auditing services, namely,

he Taiwanese accounting firm sends an auditing team to Mainland

hina to help check accounts for Taiwanese clients, and prepare

ombined financial reports for the parent company; (2) providing

onsulting services, namely, providing various pre-investment con-

ulting service and business management consulting service after

he establishment of the mainland subsidiaries. Hence, this paper

xpects that the probability of the accounting firms providing busi-

ess services in Mainland China is higher when their main rev-

nues come from financial auditing and management consulting

ervices. Therefore, H3-1 and H3-2 are proposed, as follows: 

3-1. The accounting firms with higher percentages of financial

uditing business revenues are more likely to provide business ser-

ices in Mainland China. 

3-2. The accounting firms with higher percentages of manage-

ent consulting services revenues are more likely to provide busi-

ess services in Mainland China. 
The employee contribution reflects the working efficiency and

alue creation of each employee, which is represented by employee

roductivity in previous literature [7,29] . Wang and Chang [45] find

hat employee productivity has significant influence on the com-

any. Employees are important human capital that can enhance

erformance, particularly for accounting firms, which have the ma-

or production factor of human capital. The employees of account-

ng firms that can create higher value have better professional ca-

abilities, and thus, contribute to professional knowledge, capabili-

ies, and conditions when firms provide business services in Main-

and China. This paper suggests that more employee contributions

an result in a higher probability of providing business services in

ainland China. Therefore, H4 is proposed, as follows: 

4. The accounting firms with higher employee contributions are

ore likely to provide business services in Mainland China. 

According to Baumol et al. [1] , business diversification can re-

ult in economies of scope due to the use of common input of

esources, thereby, improving efficiency. However, the common

easurement methods of diversification include the Herfindahl-

irschman Index (HHI) and the entropy index. Chen et al. [6] use

HI to measure the business concentration of accounting firms,

nd find that business concentration can result in better financial

erformance. In previous studies, HHI and the entropy index are

ostly used to measure the industrial structure and business di-

ersification [2,36,40] ; however, they are rarely used to measure

lient diversification. For further discussion of the client diversifi-

ation of accounting firms, in terms of industries, this paper uses

he entropy index for measurement. This paper argues that if the

lients of accounting firms are scattered in different industries, the

emands for professional services and the establishment of over-

eas subsidiaries in Mainland China will vary, and accounting firms

ill have more opportunities to provide business services in Main-

and China, as they are capable of serving clients of different in-

ustrial characteristics. 

According to the statistics of MOEAIC regarding investments

n Mainland China, among the Taiwanese investments in Main-

and China from 1952 to 2012, the order of industries by invest-

ent amount is the manufacturing industry, wholesaling and re-

ail industry, financial and insurance industry, real estate industry,

nd information and communications industry. However, the main

lient group of accounting firms is service oriented companies. As

he abovementioned five industries are gradually moving out of

aiwan into Mainland China, accounting firms must perform re-

ated business to satisfy the clients of business operations. Hence,

his paper measures the client diversification of the enterprises in

he abovementioned five industries, and predicts that the probabil-

ty of providing business services in Mainland China will be higher

f the client diversification of accounting firms is higher. Hence, H5

s proposed, as follows: 

5. The accounting firms with higher client diversification degree

re more likely to provide business services in Mainland China. 

. Research design and method 

.1. Data source and sample selection 

The data of this paper are sourced from the database of the

Survey Report of the Accounting Service Industry”, as published

y the FSC, and the research period is from 2008 to 2010. 

Given the pivotal role played by accounting firms in Taiwan’s

conomy, this survey intends to gather data for the reference of

olicymakers and accounting firm management. Since 2004, the

SC has been conducting an online questionnaire survey with ac-
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Table 1 

Sample selection and distribution. 

Total business revenue The accounting firms providing business The accounting firms not providing business 

services in Mainland China services in Mainland China 

2008 2009 2010 Total 2008 2009 2010 Total 

Above 40.01 million NTD 16 15 12 43 25 28 26 79 

27.01 million NTD ∼40.00 million NTD 5 6 6 17 18 14 11 43 

10.01 million NTD ∼27.00 million NTD 6 3 5 14 11 6 9 26 

Below 10.00 million NTD 5 5 10 20 10 10 20 40 

The number of final valid samples 32 29 33 94 64 58 66 188 

Notes: 1. The total business revenue is in unit of NTD. 2. The numbers refer to the number of accounting firms. 
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counting firms registered in Taiwan, in order to understand their

operating status and business directions. 

The data from 2829 accounting firms are reviewed. However,

as there may be omissions or errors in filling out the question-

naires by the accounting firms, in order to ensure that the sam-

ple selection reflects the actual conditions, this paper deletes the

data of 153 accounting firms that failed to provide data regarding

their current number of employees or the number of partner CPAs.

Moreover, the data of 44 accounting firms with unreasonable data

of current revenue or self-owned assets, rented assets, or borrowed

assets below 10,0 0 0 NTD are deleted. Hence, there are valid sam-

ples from 2632 accounting firms. The number of accounting firms

providing business services in Mainland China is 32, 29, and 33 in

20 08, 20 09, and 2010, respectively. To avoid a large gap between

the percentages of accounting firms providing and not providing

businesses in Mainland China, this paper uses stratified random

sampling on the total business revenue, and selects 282 accounting

firms for empirical analysis. The ratio of accounting firms provid-

ing and not providing business services in Mainland China is 1:2,

including 94 accounting firms providing business services in Main-

land China and 188 accounting firms not providing business ser-

vices in Mainland China. The sample selection process is as shown

in Table 1. 

3.2. Variable definition 

3.2.1. Dependent variable 

The dependent variable is whether firms are providing business

services in Mainland China (DEC), which is a dual dummy variable.

The value of the samples providing business services in Mainland

China is set as 1; otherwise, it is set as 0. 

3.2.2. Independent variables 

According to the classification of the “Survey Report of the

Accounting Service Industry”, this paper re-classifies the survey

items according to the research hypotheses and possible variable

attributes into firm attributes, labor structure and allocation, type

of professional service, employee contribution, and client diversifi-

cation. 

3.2.2.1. Firm attributes. Differences in firm attributes will affect the

decisions of management. Cheng et al. [11] find that the accumu-

lated human resources and client sources of accounting firms are

more when the business age is longer. According to Chen et al.

[9] , the differences in businesses and clients of accounting firms

can result in market segmentation, thus, affecting operating per-

formance. Hence, this paper uses the business age of the account-

ing firm (YEAR), organizational type (ORGA), e-commerce busi-

ness activities (EC), establishment of management consulting firms

(MANAG), and Big Four or non-Big Four accounting firms (BFOUR)

as the proxy variables in this dimension. 

3.2.2.2. Labor structure and allocation. As accounting firms provide

professional services [34] , labor structure and allocation are the
ore components of accounting firms. Bröcheler et al. [3] point out

hat human capital has significant influence on the performance of

ccounting firms. Hence, this paper uses the percentage of senior

rofessionals (SENI), the percentage of employees with high edu-

ational levels (HD), the percentage of young employees (YGR), the

ercentage of management consulting personnel (MSER), and the

ercentage of tax service personnel (TSER) as the proxy variables

n this dimension. 

.2.2.3. Type of professional service. According to Chuang and

hang [13] , CPAs mainly provide temporary auditing services and

anagement consulting services to Taiwanese enterprises in Main-

and China. Hence, this paper uses the percentage of financial au-

iting business revenue (FREV) and the percentage of management

onsulting services revenue (MREV) as the proxy variables in this

imension. 

.2.2.4. Employee contribution. Employee contribution reflects the

orking efficiency and contribution of each accounting firm em-

loyee. Wang and Chang [45] find that employee productivity has

ignificant influence on company performance. Hence, to enhance

erformance, companies should actively promote various programs

o improve employee productivity. As the productivity of employ-

es mean their contribution to the enterprise, this paper uses em-

loyee contribution (CONTRI) as the proxy variable in this dimen-

ion. 

.2.2.5. Client diversification. According to Baumol et al. [1] , with

iversified development, company efficiency will be increased due

o economies of scale. Previous diversification measurement meth-

ds include HHI and entropy index. For more accurate measure-

ent of the client diversification of accounting firms, this paper

ses the entropy index, which is more objective and accurate, as

he measurement indicator of client diversification degree (CDIV). 

“Entropy” originally refers to the physical phenomenon of the

olecular disorder degree or probability at a certain state of the

ystem. In 1948, Shannon applied entropy to the information the-

ry [25] . In recent years, the concept of entropy has been exten-

ively applied in various fields to analyze the objective weight of a

tudy [16,26] . This paper applies the principle of the entropy index

o measure client diversification degree (CDIV). The mathematical

quation is shown, as follows: 

DIV = 

N ∑ 

i=1 

S i log 

(
1 

S i 

)

here, CDIV is the client diversification degree; S i is the percent-

ge of the total revenue of the accounting firm from the clients

f various industries in the total revenue from clients of the five

ajor industries; N is the number of the major industries of the

lients, including the manufacturing industry, the wholesale and

etail industry, the financial and insurance industry, the real estate

ndustry, and the information and communication industry, as de-

oted by i = 1, 2, 3, 4, 5. When the CDIV value is large, it means
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Table 2 

Variable definitions. 

Dimension description Variable description Variable definition 

Dependent variable Whether providing business services in 

Mainland China (DEC) 

1: Providing business services in Mainland China 

0: Not providing business services in Mainland China 

Firm attributes Business age of the accounting firm (YEAR) Data survey year—founding year (Original unit: Number of years) 

Organizational type (ORGA) 1: Partnership type 

0: Sole proprietorship type 

E-commerce business activities (EC) 1: Adopting e-commerce business activities 

0: Not adopting e-commerce business activities 

Establishment of management consulting firms 

(MANAG) 

1: Established management consulting firms 

0: Not established management consulting firms 

Whether a Big Four accounting firm (BFOUR) 1: Big Four accounting firm 

0: Non-Big Four accounting firm 

Labor structure and 

allocation 

Percentage of senior professionals (SENI) (The number of partner CPAs + the number of professional directors) ÷ total number of 

employees (Original unit: Percentage) 

Percentage of employees with high educational 

levels (HD) 

The number of employees with a master’s degree or above ÷ total number of 

employees (Original unit: Percentage) 

Percentage of young employees (YGR) The number of employees aged 34 and below ÷ total number of employees (Original 

unit: Percentage) 

Percentage of management consulting 

personnel (MSER) 

The number of employees in management consulting service ÷ total number of 

employees (Original unit: Percentage) 

Percentage of tax service personnel (TSER) The number of employees in tax service ÷ total number of employees (Original unit: 

Percentage) 

Type of professional 

service 

Percentage of financial auditing business 

revenue (FREV) 

(IPO auditing revenue + financing auditing revenue + other financing auditing revenue) 

÷ total business revenue (Original unit: Percentage) 

Percentage of management consulting services 

revenue (MREV) 

Management consulting revenue ÷ total business revenue (Original unit: Percentage) 

Employee contribution Employee contribution (CONTRI) Total business revenue ÷ total number of employees (Original unit: NTD) 

Client diversification Client diversification degree (CDIV) CDIV = 

N ∑ 

i=1 

S i log 
(

1 
S i 

)

CDIV: client diversification degree 

S i : the percentage of the total revenue of the accounting firm from clients of various 

industries in the total revenue from clients of the five major industries 

N: the number of the major industries of the clients 

i: 1 to 5 respectively denotes the manufacturing industry, the wholesale and retail 

industry, the financial and insurance industry, the real estate industry, and the 

information and communication industry 

Control variable Accounting firm scale (SCALE) Self-owned assets + rented assets + borrowed assets (Original unit: NTD) 
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hat the clients of the accounting firms are widely distributed, and

ice versa. 

.2.3. Control variable 

According to Watts and Zimmerman [46] , company size will af-

ect its profitability. Demsetz and Lehn [15] argue that company

ize and operating performance are positively correlated. Hence,

s firm size varies greatly among accounting firms, in particular

he Big Four and non-Big Four accounting firms, to avoid errors

nd the influence of empirical results, the accounting firm scale

SCALE) is included in the regression model as the control vari-

ble. However, in previous literature, company size is measured by

ifferent methods, such as the number of employees [27] , the nat-

ral logarithm of company asset market value [14] , and the natural

ogarithm of company book value [33] . By referring to the mea-

urement method of the above studies, the accounting firm scale

SCALE) of this paper is measured by the total self-owned assets,

ented assets, and borrowed assets. 

The dependent variable, the independent variables, and control

ariable are defined in Table 2 . 

.3. Logistic regression model 

This paper constructs a logistic regression model, which is not

undamentally different from linear regression models. However, a

ogistic regression model does not require the dependent variables

o be continuous or in normal distribution. Rather, it deals with bi-

ary variables, such as success and failure, occurrence or not, im-

lementation or not, and conducting businesses in Mainland China

r not. Logistic regression model is not bound by the presumption

f the distribution of explanatory variables, but can easily accom-

odate the situation where there are both discrete and continu-
us explanatory variables. In order to determine predictive power

ver classifications, logistic regression model can also calculate the

robabilities of events. 

Logistic regression model yields better empirical results on clas-

ifications if the explanatory variables include nominal variables. In

act, analysis of the basis of logistic regression is focused on the re-

ationship between dependent variable and independent variables,

ithout any presumptions on the distribution of the explanatory

ariables. Therefore, this paper deploys a logistic regression model

s the measurement for the decision of business service offerings

n Mainland China for subsequent empirical analysis. 

According to the research hypotheses, this paper constructs the

ollowing logistic regression model, which can serve as reference

or accounting firms to decide whether or not to provide business

ervices in Mainland China. The regression model is shown, as fol-

ows: 

E C it = β0 + β1 YEA R it + β2 ORG A it + β3 E C it + β4 MANA G it 

+ β5 BFOU R it + β6 SEN I it + β7 H D it + β8 YG R it + β9 MSE R it 

+ β10 TSE R it + β11 FRE V it + β12 MRE V it + β13 CONTR I it 

+ β14 CDI V it + β15 SCAL E it + e it (1) 

here, DEC it denotes whether No. i accounting firm provides busi-

ess services in Mainland China in No. t year; YEAR it denotes No. i

ccounting firm’s business age in No. t year; ORGA it denotes No. i

ccounting firm’s organizational type in No. t year; EC it denotes

hether No. i accounting firm adopts e-commerce business ac-

ivities in No. t year; MANAG it denotes whether No. i accounting

rm has established management consulting firms in No. t year;

FOUR it denotes whether No. i accounting firm is a Big Four in No.

 year; SENI it denotes the percentage of senior professionals of No.

 accounting firm in No. t year; HD denotes the percentage of em-
it 
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Table 3 

Descriptive statistics. 

DEC YEAR ORGA EC MANAG BFOUR SENI HD YGR MSER TSER FREV MREV CONTRI CDIV SCALE 

Panel A–2008–2010 (N = 282) 

Mean 0.333 17.476 0.812 0.273 0.174 0.043 0.267 0.105 0.616 0.037 0.222 0.325 0.053 974,464 0.335 116,747,111 

Median 0.0 0 0 17.125 1.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 0.248 0.083 0.667 0.004 0.176 0.310 0.008 937,729 0.339 18,496,0 0 0 

Minimum 0.0 0 0 0.250 0.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 0.083 0.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 50,0 0 0 0.0 0 0 24,0 0 0 

Maximum 1.0 0 0 45.667 1.0 0 0 1.0 0 0 1.0 0 0 1.0 0 0 1.0 0 0 1.0 0 0 1.0 0 0 0.304 1.0 0 0 0.945 1.0 0 0 3,872,625 0.613 4,202,253,630 

Std. Dev. 0.472 9.974 0.391 0.446 0.380 0.202 0.134 0.107 0.211 0.057 0.212 0.175 0.119 451,321 0.135 503,572,040 

Panel B–2008 (N = 96) 

Mean 0.333 17.751 0.875 0.271 0.177 0.042 0.251 0.097 0.648 0.036 0.227 0.321 0.051 1,056,584 0.336 123,945,160 

Median 0.0 0 0 16.875 1.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 0.246 0.083 0.686 0.0 0 0 0.174 0.301 0.009 985,212 0.322 28,412,885 

Minimum 0.0 0 0 2.250 0.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 0.083 0.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 308,654 0.0 0 0 450,0 0 0 

Maximum 1.0 0 0 45.417 1.0 0 0 1.0 0 0 1.0 0 0 1.0 0 0 1.0 0 0 1.0 0 0 0.909 0.304 1.0 0 0 0.945 0.779 3,872,625 0.613 3,836,359,169 

Std. Dev. 0.474 9.129 0.332 0.447 0.384 0.201 0.115 0.116 0.182 0.056 0.226 0.175 0.112 495,957 0.121 426,772,971 

Panel C–2009 (N = 87) 

Mean 0.333 17.255 0.828 0.299 0.161 0.046 0.272 0.115 0.615 0.041 0.226 0.338 0.043 984,989 0.352 118,601,528 

Median 0.0 0 0 17.167 1.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 0.242 0.088 0.672 0.020 0.185 0.326 0.008 952,066 0.350 14,084,884 

Minimum 0.0 0 0 0.833 0.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 0.105 0.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 73,0 0 0 0.0 0 0 360,0 0 0 

Maximum 1.0 0 0 40.667 1.0 0 0 1.0 0 0 1.0 0 0 1.0 0 0 1.0 0 0 0.500 1.0 0 0 0.267 0.771 0.733 0.506 2,210,305 0.613 4,151,107,313 

Std. Dev. 0.474 10.109 0.380 0.460 0.370 0.211 0.136 0.100 0.215 0.062 0.191 0.164 0.086 405,508 0.125 524,997,536 

Panel D–2010 (N = 99) 

Mean 0.333 17.405 0.737 0.253 0.182 0.040 0.279 0.106 0.586 0.034 0.214 0.316 0.063 885,584 0.317 108,137,546 

Median 0.0 0 0 17.500 1.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 0.254 0.081 0.653 0.0 0 0 0.157 0.300 0.007 842,432 0.345 13,094,437 

Minimum 0.0 0 0 0.250 0.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 0.091 0.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 0.0 0 0 50,0 0 0 0.0 0 0 24,0 0 0 

Maximum 1.0 0 0 45.667 1.0 0 0 1.0 0 0 1.0 0 0 1.0 0 0 1.0 0 0 0.500 1.0 0 0 0.218 0.800 0.855 1.0 0 0 2,212,201 0.608 4,202,253,630 

Std. Dev. 0.474 10.707 0.442 0.437 0.388 0.198 0.149 0.104 0.231 0.054 0.218 0.184 0.147 431,997 0.154 555,476,891 

Notes: 1. Variable definitions are as shown in Table 2 . 2. SENI, HD, YGR, MSER, TSER, FREV, and MREV are measured by %; CONTRI and SCALE are measured by NTD. 3. N is 

the number of samples. 
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ployees with high educational levels of No. i accounting firm in No.

t year; YGR it denotes the percentage of young employees of No. i

accounting firm in No. t year; MSER it denotes the percentage of

management consulting personnel of No. i accounting firm in No. t

year; TSER it denotes the percentage of tax service personnel of No.

i accounting firm in No. t year; FREV it denotes the percentage of

financial auditing business revenue of No. i accounting firm in No.

t year; MREV it denotes the percentage of management consulting

services revenue of No. i accounting firm in No. t year; CONTRI it 
denotes employee contribution of No. i accounting firm in No. t

year; CDIV it denotes client diversification degree of No. i account-

ing firm in No. t year; SCALE it denotes the scale of No. i accounting

firm in No. t year; β0 is the intercept; β1 , β2 , β3 , β4 , β5 , β6 , β7 ,

β8 , β9 , β10 , β11 , β12 , β13 , β14 , β15 are the parameters of the re-

gression model; e it is the error item. 

Regarding the samples of this paper, as the independent vari-

ables and control variable may have extreme values, in order to

avoid the influence of extreme values on the empirical results,

with the exception of the dummy variables, this paper conducts

the Min-Max standardization processing of some variables to con-

vert the original samples into linear situations. The standardization

equation is shown, as follows: 

S X it = 

X it −Min( X t ) 

Max( X t ) − Min( X t ) 

where, SX it is the value after standardization; X it is the original

value; Min(X t ) is t year minimum value; Max(X t ) is t year maxi-

mum value. 

4. Empirical analysis and results 

4.1. Descriptive statistics 

Table 3 illustrates the descriptive statistics of all variables,

which are summarized into Panels A, B, C, and D according to the

sample periods. Panel A shows the overall results from 2008 to

2010. The results of 20 08, 20 09, and 2010 are shown in Panels B

to D, respectively. 
The dependent variable of the model is whether the accounting

rm provides business services in Mainland China (DEC), and the

ean is 0.333, suggesting that one third of the sample companies

rovide business services in Mainland China. The 14 independent

ariables of the model are described, as follows. The mean of busi-

ess age of the accounting firm (YEAR) is 17.476 years. The mean

f organizational type (ORGA) is 0.812, suggesting that at least 80%

f accounting firms are of the partnership type. The mean of e-

ommerce business activities (EC) is 0.273, suggesting that only

7.3% of accounting firms use e-commerce equipment to provide

usiness information and e-commerce transactions. In other words,

ost accounting firms seldom engage in e-commerce. The mean

f the establishment of management consulting firms (MANAG) is

.174, suggesting that only 17.4% of accounting firms have estab-

ished management consulting firms. The mean of whether a Big

our accounting firm (BFOUR) is 0.043. As the number of Big Four

ccounting firms remains the same, the sample percentage has no

ignificant change. The mean of the percentage of senior profes-

ionals (SENI) is 0.267, indicating that 26.7% of the employees are

PAs and professional directors. The mean of the percentage of em-

loyees with high educational levels (HD) is 0.105, suggesting that

0.5% of the employees have a master’s degree or above. Moreover,

he average educational levels of accounting firms are college and

niversity or below. The mean of the percentage of young employ-

es (YGR) is 0.616, suggesting that 61.6% employees are aged 34

ears old and below. The mean values from Panel B to Panel D

0.648, 0.615, 0.586) suggest that although the percentage is more

han half, it tends to decline by year, indicating a high turnover

ate of young employees. 

The mean values of the percentage of management consult-

ng personnel (MSER) and that of tax service personnel (TSER) are

.037 and 0.222, respectively, suggesting that about 3.7% of em-

loyees engage in management consulting service and 22.2% en-

age in tax service. By comparison, the percentage of tax service

ersonnel is higher. The mean of the percentage of financial au-

iting business revenue (FREV) is 0.325, suggesting that about one

hird of the revenue is from financial auditing services, and is the

ain source of revenue. The mean and median of the percent-



C.-C. Lee, H.-H. Tung / Operations Research Perspectives 4 (2017) 96–105 103 

Table 4 

The independent sample t -test of the influence of providing business services in Mainland China on operating performance. 

Group Number Mean of total 

business revenue 

Mean difference of 

total business revenue 

t-value Significance 

(one-tailed) 

Providing business services in Mainland China 94 536,292,856 495,4 4 4,433 3.532 < 0.001 ∗∗∗

Not providing business services in Mainland China 188 40,848,423 

Notes: 1. Total business revenue is measured by NTD. 2. ∗∗∗ denotes 1% statistical significance level. 
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ge of management consulting services revenue (MREV) are 0.053

nd 0.008, respectively; however, its maximum value is 1.0 0 0, in-

icating that some accounting firms mainly engage in management

onsulting services. The mean of the employee contribution (CON-

RI) is 974,464 NTD, suggesting that each employee can create a

alue of 974,464 NTD for the accounting firm. The mean values

rom Panel B to Panel D (1,056,584, 984,989, 885,584) suggest that

he values tend to decline, indicating a declining trend of the pro-

uctivity of employees, as well as the intense competition among

ccounting firms. The mean and median of the client diversifica-

ion degree (CDIV) are 0.335, and 0.339, suggesting that more than

alf of the accounting firms serve clients from specific industries.

he maximum values from Panel A to Panel D (0.613, 0.613, 0.613,

.608) are all above 0.5, implying that some accounting firms are

eveloping business diversification. 

.2. Differentiated analysis of providing or not providing business 

ervices in Mainland China 

This paper uses the independent sample t -test of the compar-

tive mean method, and the total business revenue as the mea-

urement value of operating performance, to test whether there

s any significant difference in providing or not providing business

ervices in Mainland China. According to the results, as shown in

able 4 , the operating performance of the accounting firms pro-

iding business services in Mainland China are significantly bet-

er than those accounting firms not providing business services in

ainland China. 

.3. Logistic regression results analysis 

Table 5 shows the regression results of the key factors affecting

ccounting firms providing business services in Mainland China.

egarding the explanatory power of the model, Cox & Snell R 

2 is

3.5%, and Nagelkerke R 

2 is 32.6%, indicating that the regression

odel explanatory power and fitness are good. However, to avoid
Table 5 

The regression results of the major factors affecting providing business services in Mainl

Dimension description Variable Predicted sign Coefficient 

Intercept -2.606 

Firm attributes YEAR + -0.955 

ORGA + 0.363 

EC + 0.264 

MANAG + 1.153 

BFOUR + 18.688 

Labor structure and allocation SENI + -0.139 

HD + 2.288 

YGR + 2.369 

MSER + 1.612 

TSER — -1.267 

Type of professional service FREV + 1.400 

MREV + 0.130 

Employee contribution CONTRI + -0.047 

Client diversification CDIV + -1.571 

Control variable SCALE + 7.175 

Cox&Snell R 2 

Nagelkerke R 2 

Notes: 1. Variable definitions are as shown in Table 2 . 2 . ∗∗∗ , ∗∗ , ∗ denote 1%, 5% and 10%
ulti-collinearity, as caused by the high correlation between vari-

bles, the Variance Inflation Factor (VIF) is used in the test, and it

s found that the variable VIF values are in the range from 1.159 to

.099. According to the suggestions of Neter et al. [35] , if VIF < 10,

t means that there is no serious multi-collinearity among the in-

ependent variables and control variable. 

First, in the dimension of firm attributes, the business age of

he accounting firm (YEAR) has no significant influence on whether

roviding business services in Mainland China (DEC), thus, H1-1 is

ejected. Organizational type (ORGA) has no significant influence

n whether providing business services in Mainland China (DEC),

hus, H1-2 is rejected. E-commerce business activities (EC) have

o significant influence on whether providing business services in

ainland China (DEC), thus, H1-3 is rejected. The establishment of

anagement consulting firms (MANAG) has significant and posi-

ive influence on whether providing business services in Mainland

hina (DEC). In other words, if accounting firms establish manage-

ent consulting firms, the probability of providing business ser-

ices in Mainland China will be higher, thus, H1-4 is accepted.

his is because the accounting firms with management consulting

rms tend to have more clients and mutual support in business,

nd provide more professional consulting services regarding the

egulations for investment and operating management in Mainland

hina. Hence, through strategic alliance, accounting firms can grasp

pportunities and information in providing services businesses in

ainland China. Whether being a Big Four (BFOUR) has no signifi-

ant influence on whether providing business services in Mainland

hina (DEC), thus, H1-5 is rejected. 

Second, in the dimension of labor structure and allocation, the

ercentage of senior professionals (SENI) has no significant influ-

nce on whether providing business services in Mainland China

DEC), thus, H2-1 is rejected. The percentage of employees with

igh educational levels (HD) has significant and positive influence

n whether providing business services in Mainland China (DEC).

pecifically, if more employees have high educational levels, the
and China. 

Std. error Wald p value (one-tailed) VIF Hypotheses 

0.982 7.040 0.004 ∗∗∗

0.766 1.556 0.106 1.405 rejected 

0.470 0.598 0.220 1.394 rejected 

0.338 0.607 0.218 1.174 rejected 

0.410 7.892 0.002 ∗∗∗ 1.349 accepted 

9434.668 3.92E-06 0.499 3.099 rejected 

1.369 0.010 0.460 1.568 rejected 

1.124 4.143 0.021 ∗∗ 1.707 accepted 

0.909 6.789 0.005 ∗∗∗ 1.453 accepted 

0.818 3.887 0.024 ∗∗ 1.159 accepted 

0.719 3.108 0.039 ∗∗ 1.194 accepted 

0.801 3.050 0.040 ∗∗ 1.455 accepted 

1.093 0.014 0.453 1.214 rejected 

0.890 0.003 0.479 1.473 rejected 

0.774 4.122 0.021 ∗∗ 1.332 rejected 

7.240 0.982 0.161 2.536 

0.235 

0.326 

 statistical significance level. 
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probability of the firms providing business services in Mainland

China is higher, thus, H2-2 is accepted. With knowledge accumula-

tion, employees with a master’s degree or above can more quickly

absorb information, and are more capable of providing professional

services and handle emergencies when providing services in Main-

land China. Hence, accounting firms should hire employees with

a master’s degree or above to enhance human capital quality, as

well as the ability to provide services in Mainland China. The per-

centage of young employees (YGR) has significant and positive in-

fluence on whether providing business services in Mainland China

(DEC). If a firm has more young employees, the probability of pro-

viding business services in Mainland China will be higher, thus,

H2-3 is accepted. As young employees are more innovative and

willing to handle challenges, they will invest more effort and time

in providing business services in Mainland China through team

cooperation. Hence, when an accounting firm can effectively hire

young employees, it can have positive influence on providing busi-

ness services in Mainland China. The percentage of management

consulting personnel (MSER) has significant and positive influence

on whether providing business services in Mainland China (DEC).

Specifically, if more employees engage in management and con-

sulting service, the probability of providing business services in

Mainland China will be higher, thus, H2-4 is accepted. As the tax

regime of Mainland China changes frequently, Taiwanese enter-

prises require legal consulting services before establishing factories

or entering the Chinese market. Therefore, accounting firms should

hire management consulting professionals to help provide business

services in Mainland China. The percentage of tax service person-

nel (TSER) has significant and negative influence on whether pro-

viding business services in Mainland China (DEC). When the per-

centage of employees in tax service is higher, the probability of

providing business services in Mainland China will be lower, thus,

H2-5 is accepted. Due to the restrictions on tax auditing reports

in Mainland China, the tax service personnel of accounting firms

mainly serve local companies. Therefore, for the consideration of

different business market demands and the restrictions of regula-

tions, it is suggested that accounting firms should adjust their hir-

ing and allocation of tax service personnel when providing busi-

ness services in Mainland China. 

In the dimension of the type of professional service, the per-

centage of financial auditing business revenue (FREV) has signifi-

cant and positive influence on whether providing business services

in Mainland China (DEC). If the percentage of revenue from finan-

cial auditing service is higher, the probability of providing business

services in Mainland China will also be higher, thus, H3-1 is ac-

cepted. According to the regulations of the International Account-

ing Standards (IASs), to improve the reliability, comparability, and

relevance of the information provided in financial statements, the

parent company should combine their investment in subsidiaries

in their financial reports. In other words, if the parent company or

the subsidiary has established branches in Taiwan and Mainland

China, the financial statements of the two regions should be com-

bined. In this case, financial auditing and the overall assessment of

the operating conditions of the accounting firms are necessary to

the enterprises. Hence, the accounting firm should actively explore

their services in financial auditing to help provide business services

in Mainland China. The percentage of management consulting ser-

vices revenue (MREV) has no significant influence on whether pro-

viding business services in Mainland China (DEC), thus, H3-2 is re-

jected. 

In the dimension of employee contribution, the employee con-

tribution (CONTRI) has no significant influence on whether provid-

ing business services in Mainland China (DEC), thus, H4 is rejected.

In the dimension of client diversification, the client diversi-

fication degree (CDIV) has significant and negative influence on

whether providing business services in Mainland China (DEC).
n other words, the probability of providing business services in

ainland China will be higher if the accounting firms serve clients

n specific industries, which is contrary to the research expectation,

hus, H5 is rejected. The possible reason is that when an account-

ng firm concentrates on clients of specific industries, it is more

amiliar with the attributes of the clients, and thus, can provide

etter business and consulting services. Moreover, according to the

OEAIC statistics on investment in Mainland China by Taiwanese

nterprises, the amount of investment in the manufacturing indus-

ry accounts for 74.16% of the total in 2010. From 1952 to 2012,

he accumulated investment amount in the manufacturing indus-

ry accounts for 81.48%. In other words, Taiwanese enterprises in-

esting in Mainland China are mostly from the manufacturing in-

ustry. Therefore, when developing new clients, it is suggested that

ccounting firms should concentrate on specific industries, in order

o have positive effect on providing business services in Mainland

hina. 

Regarding the control variable, the accounting firm scale

SCALE) has no significant influence on whether providing business

ervices in Mainland China (DEC). 

. Conclusions and suggestions 

This paper examines the status of the Taiwanese CPA industry

roviding business services in Mainland China, and develops an

mpirical model to explore the key factors affecting the accounting

rms providing business services in Mainland China. The research

ndings can serve as a decision-making reference for accounting

rms to evaluate the possibilities of providing business services in

ainland China. 

In the dimension of firm attributes, establishing a management

onsulting firm has determining influence on the accounting firm

roviding business services in Mainland China. Therefore, it is sug-

ested that accounting firms should set up management consult-

ng firms to increase the sources of clients and mutually support

he businesses through strategic alliance. In addition, through the

utual information exchange of accounting firms and management

onsulting firms, they can provide more professional consulting

ervices in compliance to related regulations and business manage-

ent practices in Mainland China. However, other variables, such

s business age, organizational type, E-commerce, and whether be-

ng a Big Four accounting firm, have no significant influence on

he accounting firm providing business services in Mainland China,

nd the possible reason is the internationalization and cooperation

ith clients. As a result, those variables do not affect the decision-

aking of providing business services in Mainland China. Hence,

egarding firm attributes, it is suggested that accounting firms can

stablish management consulting firms to bring considerable ad-

antages when providing business services in mainland China. 

In the dimension of the labor structure and allocation, the per-

entage of senior professionals has no influence on accounting firm

roviding business services in Mainland China. More employees

ith high educational levels, of a young age, and in management

onsulting services have positive influence on accounting firms

roviding business services in Mainland China. Hence, it is sug-

ested that accounting firms should hire more employees with a

aster’s degree or above, young employees, and management con-

ulting experience. Employees with a master’s degree and above

re more capable of providing professional services and handling

arious emergencies when providing services in Mainland China.

ounger employees are more willing to devote efforts and face

hallenges when providing services in Mainland China. However,

ccording to the empirical results, if the percentage of tax service

ersonnel is higher, the probability of the accounting firm provid-

ng business services in Mainland China is lower. Hence, it is sug-

ested that accounting firms should make adjustments in hiring
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nd allocating tax service personnel for the consideration of differ-

nt business demands and the restrictions of regulations. Hence,

egarding labor structure and allocation, it is suggested that man-

gers may hire more employees with a master’s degree, young

mployees, and management consulting experience, which will be

ore helpful to accounting firms providing related business ser-

ices and operational development. 

In the dimension of the type of professional service, as the

arent company and subsidiary should combine their financial re-

orts, the amount of financial auditing business will be more im-

ortant to accounting firms providing business services in Main-

and China. Hence, regarding the type of professional service, it is

uggested that the firms should actively expand their services in

nancial auditing, which can be conducive to the provision of busi-

ess services in Mainland China. 

In the dimension of employee contribution, although previous

tudies found that employee contribution has positive influence on

perating performance, it does not have significant influence on

he provision of business services in Mainland China. The possi-

le reason is that accountings firms with better employee contri-

ution tend to have better operating performance and more stable

evenue, and thus, lack the incentives and motivations to develop

usiness services in Mainland China. 

In the dimension of client diversification, this paper explores

he manufacturing industry, the wholesale and retail industry, the

nancial and insurance industry, the real estate industry, and the

nformation and communication industry, and finds that when ac-

ounting firms concentrate on clients of specific industries, the

robability of providing business services in Mainland China is

igher. Thus, it is suggested that accounting firms should concen-

rate on clients of specific industries, in order that they are more

amiliar with the attributes of the clients, and thus, provide better

usiness and consulting services. Hence, for client diversification,

t is suggested that managers should focus on the clients of one

r several industries; by focusing on specialized client groups, ac-

ounting firms can grasp more opportunities in providing business

ervices in Mainland China. 
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