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ABSTRACT

Extensive research has been done on thedbprofessionalisation procesof western
professionahccounting bodies. It would appear that as the growth of local markets
reacles saturatiorprofessional accountinigodies makéhe move to overseas markets,

in particularto emerging Asian markessich asChinad.S'he AngloSaxonprofessional
accountingoodiesarerespondingo and reciprocating the expansionary strategies
previously developed biypstitutional networkincluding accounting organisations such

as the Big 4, multinational enterprisesidhe international organisations such as the
World Bank, WTO and so fortAhe globalsation promoted by the AngiSaxon

institutions has often been more symbolic than substantivéhatiths engendered

some criticismHence, the aim of this thesis isibwestigate the phenomenon of the
expansion of western professioaatounting bodies into Chineith particular

reference to CPA Australiavhich has not yet been studied. The three research questions
concern: (1) the global expansion of western prodesdiaccounting bodies and
Chinadbés control of its domestic accountii
programme of expansion into China, and (3) the impact of these changes on Chinese
accounting graduates and accountants and their chogggrofessional accounting
body.The globalgation of financial reporting, auditing and thecountingorofession is
permeated witlthe symbolic passing athe substantiveThis thesisdraws on the

theoretical framework of new institutional sociology (N&d legitimacy theory to

disentangle the symbolic from the substantive in respect ofadeauntingnstitutions

xi



anddctor®say and the strategies they employ.

The main evidenctor this researclwvascollected using senrstructured irdepth

interviewsand qualitative document analys#b interviews were conductetihe study
findings reveal the i mpact of western i n:
limited coercive power to control these institutions. Chinese participation in the three

areas invstigated in this research would promote the further globalisation of

accounting, while Chinese resistance to globalisation may come about because China
feels its voice in international organisations, professions, and accounting education is
beingundervaled. The extent of Chinads particip

significance for the future of accounting globalisation.

Anot her significant finding of this rese:
Melbourne head office and its operatibmanagersn mainland China. It is a

characteristic of decoupling, as shown in the literature, that operational managers may
adopt strategies different from those originally proposed by the chief exedutives

this case those in the Melbourne head eftEtlPA Austral i aés gl obal
become decoupled and are thus less effective in China. That is, the local operational
managers are concerned with returning a financial surplus at the expense of offering a
respected and quality professional sezvithe implication of the finding is that it is

hard for CPA Australia to maintain its professional ideals and gain legitimacy when

decoupling becomes too transparent in the eyes of the Chinese accounting profession,

Xii



Chinese academics and other informedeaobers.

With regard to the third research questioonw do Chinese accountants and accounting
graduates view western professional membership and what are their actions (symbolic
or substantive) in respect of memberspiagmatic motives appear to be tmminant
drivers. Such motives imply that Chinese accountants and accounting graduates do not
necessarily join a westepmofessional accountingody as a result of the recognition of

its brand or value. It seems that many of them are uncertain abdututebenefits of
membership and they do not have a good understanding of the differences between
westernprofessional accountingpdies. The phenomenon of accounting graduates

blindly joining any westerprofessional accountingody available to them ctwibe

attributed to the aggressive marketing campaigns of some offitedessional

accountingoodies.

It is against a background 6fh i rg@Wirey assertiveness that the reseavah

undertaken anthis studyis, arguably, therefore able to make a dbation to the

history ofthe Anglo-Saxonaccountingorofession anits move intooverseagsountries

The research makes a contribution to knowledge through the application of NIS theory
to the field of the accounting profession. The study also makeshadaébgical

contribution with its construction of analytical matrices which combine three forms of
homogeneous isomorphism from NIS theory and elements of legitimacy theory. The

research also contributes to accounting practice, in particular the cetr@ahrof the

Xii



expansion of CPA Australia which has revealed that its global expansionary strategy is

threatened by internal decoupling.

Keywords: professionalisation, accounting profession, globalisation of accounting,

IFRS, new institutional sociology,dé@imacy theory, decoupling.
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CHAPTER 1: Introduction

The first professionadccountingbody in the world was eslished in the United

Kingdom in 1853Lee, 199%. Since then, Anglk®Saxon accounting institutions have

been dominating the accounting field. Leicht and Fer{@éD8 draw attention to the
change within the accoungrprofession as a result of the growing importance of the
institutional environment. Many researchers have highlighted the embeddedness of the
Anglo-Saxon professional accounting bodies, the big accounting firms, multinational
enterprises (MNEsand the iternational institutions such as the International

Accounting Standards Board (IASB), the International Monetary Fund (IMF) and the
World Trade Organisation (WTO) in the globalisation of accour{tiigu, Albu,

Bunea, Calu, & Girbina, 2011eicht & Fennell, 2008Samuel, 200§ It is argued that
these institutios dominate the adoption of the International Financial Reporting
Standards (IFRS) in developing countries, which could be regarded as a form of
accounting colonialisrfLarson, 1997Saudagaran, 200&ikka, 200). Within such an
institutional context, the westepmnofessional accountingodies made their ave to

overseas markets, in particular to emerging Asian markets such as China, as the growth
of their domestic markets reached maximum levels. This thesis glitdbal
expansionargtory ofa western professional accounting bédyPA AustraliaThe

extent of Chinese participation in the thresearclareas of the globalisation of

accounting outlinetbelowis the generic gestion posed by this thes(4) the global

expansion of western agencies and their



domesic accounting field, (2) the impact of the Certified Practising Accountants

Australia (CPAAustralia) and its programme of expansion into China, and (3) the

impact of these changes on Chinese accounting graduates and their choice of an
professional accouimg body The three research questions involved in this thesis are

thus interlinked. It could be argued that each one represents a separate paper for further
research. China is a growing world power
the futureand how the country operates in this accounting field will have ramifications

for the rest of the world. On the other hand, China may resist globalisation because it
feels its voice in international organisations, professianabuntingobodies, and

accomt i ng education is being undervalued.

resistance will be of great future significance for the ideal of accounting globalisation.

This introductory chapter provides a background to the research topic, justifiesdhe nee
for the research, describes the research questions and research objectives, explains the

research design and gives an outline of the thesis structure.

1.1 Research Background

When domestic markets have grown to maximum levels, western professional

accountiig bodies seek more memberships in overseas markets. Their main targets are
emerging markets such as Chi na gosofessibnale CP/
accountingoodies thahaveproactively expanded its operation into Asian countries.

The CPA Australia firstventurel into Asia in1988 with offices irHong Kong, Malaysia



and Singapore. Howevaet,did notenter mainland Chinantil 2002,whenit openedts
Beijing office, and in 2006t opened another office in Shangk@PA Australia, 2018

Its footprint inmainland Chinacamefourteen years later than one of its main
competitorsthe Association of Chartered Certified AccountdAGSCA). A number of
otherprofessional accountingpdies have also expanded into Chinaluding the
Certified General Accountangéssociation of Canad(CGA), the Chartered Institute of
Management Accountanf€IMA), the Institute of Chartered Accountants in England
and WalegICAEW) and tke Hong Kong Institute of Certified Publiccountars
(HKICPA) (CICPA, 2013. In the middle of 2012he CPA Australiapened its third
Chinaoffice in Guangzhou.Ast at ed i n the CPA Au3®afali ad
CPA Au s membersiare bcated in mainland Chi@&®A Australia, 2011 The

focus of this thesis is on what has happened in mainland China.

The development of theccounting profession in mainland Chieaunique.In contrast

to thepostcolonial muntries which have beemainly influenced by the British Empire
(Poullaos & Sian, 20)0the Chinese accounting profession has tségmificantly

influenced by Soviet modetsmilarly to the possocialist countries dEastern Europe

such aghe Czech Republic ariRlomaniaAll arenow moving away from the Soviet

models but in different way@&lbu et al., 2011Hao, 1999 Seal, Sucher, & Zelenka,

1996. Since the economic reforms of 1978 and to cope with the increasing demands of
economic growth, the Chinese accounting profession has gone through a series of major

changes and tblished its owiprofessional accountingodyi Chinese Institute of



Certified Public Accountants (CICPA) 1988(CICPA, 2013 Hao, 1999 The CICPA s
a very youngprofessional accountingody compared with the Angiaxon
professionahccountingoodies such as the ICAEW, the &nitan Institute of Certified
Public Accountants (AICPA), the ACCA and the CPA Australia. It is also considered a
weaker professionaccountingpody because the Chinese government still retains
control over it(Hao, 1999Yee, 2009. Thisweakness and lack of professional
independence, Pere(a989 observes, often coincide withelower professional status
of Chineseaccountants, which means it is more important that the governimeiné
interestsf uniformity, protects the general sety. In contrast tahe more independent
bodies in the West, the developmentlefaccounting profession in China was and is
government driven and organised, reflectirggrang controllingpower of the
government in the Chinese accounting profesgatirer than the embeddedness which
Leicht and Fenel2008 found amonginglo-Saxon professionshe big accounting

firms, MNEs and the IASB in the institutional network

In such an institutional environment, China, as a new power in the world, attracts a
great deal of attention fno these international institutions: for example, a huge capital
inflow from theMNEs, the establishment @hineseforeignjointly owned (Sine
foreign)dBi g 4 6 a c c (®laonlB9y, mgwelf as therestry of Angidaxon
professionahccounting bodie€CICPA, 2013. It has alsdeenobserved that in recent
yearsChinahas welcomed the invitation to participate in international financial

accounting bodiesMoreover, China has movedabgnits standards with thos# the



IASB (IASB, 2006 [while not announcing a date for adop{ion

Anglo-Saxon accounting bodies are linked together for mutual advantage, a fa
recognised in the literatufdlbu et al., 2011Larson, 1997Samuel, 2006Saudagaran,
2004 Sikka, 200} and, perhaps, resented by those authors outside the-8agtm

tent. The globalsation promogd by the AngleSaxon institutions has engendered some
criticism. SaudagarafR004) considers the progressthe adoption othe IFRSto bea

form of accounting colonialisthecauséhe accounting stalards of the developed
countries willremain in adominant positionin the process of standasetting

regardless atheinterests othe developing countriegintwi (2009 maintains that the
western countries are the main brains behind the funding of the M&®. recently
there have been si-lgask d na Caiutiorsalt nedwohk s thérpsutsihi
sino-foreign joint ventures established twenty years ago will expire, China wishes to
take over control of the Big 4 in China and has issued them with a domesticating policy
which means domestic auditors will gradually take oveBllge4 and push foreign

auditors away from top management positions in the Big 4 in Gklimastry of

Finance, 201R

I n the context of Gobcountagfisms and prafessioas, thedCPAvV e s |
Australiabds strategic movement into the |
past ten years. Given the intense competition between western profeasmmalting

bodies in China, the CPA Australia has madaenark on the Chinese market in a



relatively short period of time. Its expansion into Chindnisstan interesting
phenomenon to study. The research undertaken in this thesis is against a background of
the embeddedness of the western institutional n&tesod the growing assertiveness of

China.

1.2 Justification for this Research

The people, institutions androfessionabodies involvedn accounting do nadlways

do what they say they will ddMeyer & Rowan, 1977)Such a dichotomy lies at the
heart of mucHinancial canfusion, acrimony and scand&he globalsation of financial
reporting, auditing and theccountingorofession is permeated with symbolism passing
as substantivéScott, 2008h The goal of this thesis is to disentangle the symbolic from
the substantive in respect of wiaggicountingnstitutions and actors sanpéthe

strategies they employ.o o o frtmeon tfirfiou mp hs (Meyerr2008)She b st ar
symbolic provides smoother pathways to collaboration while the substantive requires
implementation, which can be controsiat and difficult(Ashforth & Gibbs, 1990;

Okike, 2004) Symbolism can be a much wider pathway than simply being defined as
people not doing what they sthey will do(Dambrin, Lambert & Sponem, 2007;

Kostova & Roth, 2002)

Suchmar(1995 draws attention to the strategic and institutional approaoches
legitimacy, the former assuming a larger level of control by managers over the

legitimacy process by the employment and &atagm of symbols and rituals.



Researchers like Dowling and Pfeff@®75, Pfeffer (1981), and Ashforth and Gibbs
(1990 view legitimacy as an operational resource to be used by maregers
individuals and this line of thinking is much more to the fore in Chapter 4 of this study.

Thus, strategidegitimacy researchers assume a great@l kef managerial agency.

By contrast, the institutional approach (see Chapter 3) of researchers such as DiMaggio
and Powel(1983, Meyer and Rowa(l977), Meyer and Scoi{1983, and Zucker

(1987 holds the view that legitimacy is a set of social beliefs external to institutions but
generaly binding on them. Such social beliefs relegate managerial agency, and tend to
explain management actions as being both the products and producers of
institutionalised cultural frameworks. That is, society imposes its beliefs on managers
through cultural gpectations, and the distinction between the symbolic and the
substantive, according to Suchn@®95, t herefiote® dWihadgsni fi ca
576).Important as the distinction is between the strategic and institutional approaches in
the literature, this study follows the thinking of SuchniB®95 by incorporating both
strategic and institutiomarientations. On the one hand, this study accepts that

managers can and do construct symbolic relationships with their stakeholders to
engender approving legitimating perceptions. In this respect, such a compromise leaves
intact a distinction between syolic and substantive actions. However, on the other

hand, this study also accepts arguments from the literature that the cultural environment

impacts on the freedom and objectivity of managers within that environment.



Within institutional theory, reseehers refer to the concept of decoupling and it is a

focus on decoupling which concerns this thesis. Decoupling within institutions takes the
form of ceremonial activities, which seem to be important and agreeable to the actors
involvedbut do not adényhingto efficiency of production. Such ceremonial strategies
are not confined to accountifas the university sector provides a plethora of

ceremonial activities, one examplethin theuniversity sectobeing the ceremonial

role oftheinternationalelaionsdirector. Thisjob requires travel to distant countries,
dinnerengagementandthe exchangef gifts with university counterparts. Tlilgrector

does not see students or academics during these visits. Research and &achbing
advanced butthdir ect or 6s tr avel i's consi dAganed t o
this study maintains that both the strategic and institutional explanations for this

phenomenon are valid, with, in this case, more of an emphasis on an institutional view.

The productre function may be hard ttifferentiatefrom the ceremonial, as the
decoupling othe symbolic from the substantive is often veiled under a cloak of acting.

All actors participate in decouplings Meyer(2008 comments

Modern organisations and national states appear to be eager to
construct themselves as actors thus incorporating, often wholesale,
global standards. In an expding world society, people and groups
everywhere seem eager to be aciotBis often takes precedence over
other goals and can produce assertions of actor idef#tyrom any
actor capability.People, in short, may put more effortariieing actors
than into acting (p. 801)

Governments such as Romania may have put more effort into beingthatoacting



AsAlbu et al.(201]) point out, Romania quickly adopt#iae IFRS but failed to
implement substantive chandekewise, the Greek government has been coerced into
legislating reforms aimed at redagiexpenditure; however, the desired savings have
been heavily diluted in the process of implementatiaunch to the concern oféh
European lender@he Economist2012l). Institutions such ahe CPA Australia with

its grand offices in the main citie$ Chinabut with comparatively lowevels of

Chinese membership, may be engaged more by the ceremonial features of their

expansionary strategy.

Individual actors may take on membershipvafstern professiat accounting bodie
more fortheir symbolic sgnificancethanfor substantive reasonBhe literature draws
attention to a possible disjunction within institutions which occurs gkeror
management introdussubstantive changes, which are then only partially, or
sometimes not at all, implementedthy staff concerned with operatiorfBowling &
Pfeffer, 1975 Hasselbladh & Kallinikos, 20Q@®errow, 1970Thompson, 1967/2003
There are some indirect references to this disjunction in the literature with regard to
governments but none with regdodspecificprofessiongScott, 2008aStreeck &
Schmitter, 198h Moreover, in respect of governments, professions and individual
actors the question of how such disjunctions occur while seglagitimacy is not
addressedt is this gap in the literature dhthe study seeks to@g@ss By extending the
concept of symbolic versus substantive to individual actors, the study also seeks to draw

from Chinese members wfesternprofessional accountingpdiesto what extenther



memberships symbolic rather than substantivie. other words, if the implementation

cost is highare they willing to make a substantive commitment.

1.3 Research Questions and Objectives

To incorporate theoncernsand gapsliscussed aboyé¢he following research questions

areproposed:

Research Question 1How does Chinaview the westernaccountingprofessios?

Research Questior2: How do western professionatcountingoodies experience their
expansion into China using the case of CPA Australieand what problems have

emerged for the

Research Question 3How do Chinese accountants and accounting graduates view
membership ofvestern professi@iaccountingoodies and what are their actions

(symbolic or substantive) in respect of membership?

It is suspected that the drivers referred to in the research queasdhs, subsequent

literature will show, may be symbolic or substantive but often there may be naulear
distinction betweenthen,o f urt her refine the empirica
welcomeand he CPA Axpansion & furthaer@salysedterms ofcoercive,

mimetic and normative elemenifhe responses of individual act@r®also further

interpreted according to pragmatic, normative, and cognitive elements developed by

Suchmar(1999. However, as with all qualitative reseaytere has to be
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interpretation, which is of necessity subjeet So then, why is this important?

Globalised accounting relies on agreements between countries, institutions and
accountants and if such agreements are more symbolic than substhatibere will

be little or noimplementationMeyer and Rowan(1977) found decouplingnvolves

adopting a structure for legitimacy purposes but not implementing it in practice because
of a perceived conflict with techeal efficiency concernsSuch a situation may apply to
many Asian countriewith regardto their acceptance tiie IFRS. Westphal and Zajac

(1998 2001 found that corporations benefited from adopting a legitimate practice
whether they implementetior not. They also found that decoupling is more likely
amongreluctant, later adopters. Rao, Greve and D@@91) concur, saying late

adopters more readily decouple, a response that they hide behind seeming enthusiasm.

The end result in terms of IFRS adoptions will be distrespticism and failure.

As the issue of dcoupling is widespread and importantich research has been
devoted to the phenomem Meyer and Rowafil977) were among the first to shift
attention fom the technicahspectof performance measurement, to focus more on the
importance ofnorganisatio® conformity to the appearance and symbalefined as
legitimateby their external evaluatord/hy do organisations decouple? Kostova and
Roth(2002 suggestt occurs when there is strong coercive puesgoimplement a

new practice andn organisatiodistruss the actor asserting the pressure. George,
Chattopadhyay, Sitkin and Bardé&006 argue thatlecisionmakers decouple when
they face ambiguity imterpretingtheir environment, whichesults inthe selection of
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some institutional @ssures while ignoring others. Thatimstitutions in the same field

do not necessarily respond similarly to the same presdogenbaum & Jonsson,

2008. This thesis analysefrst, the strategies of the Chinese government in the context
of welcoming into China the AngiBaxon institutional network &INESs, big

accounting fims, western professional accounting bodies and the IAB8question

is: to what extent is their welcome by China symbolic or substantive (and indeed the
whole AngleSaxon network), and to what extent iantisomorphic response to
exogenougpressuresThe second research question, conctrastrategies of one

western professionalccountingoody (the CPA Australia) entering into the Chinese
market,and asksto what extent is their strategy, as a late eptofessional accounting
body, symbolic or subtantive, and is it a sponse to isomorphic pressuré&sfially, the

third related research question concehesviews of Chinese accountants and
accounting graduates as to their choice of western professional accounting membership.
The question asksvhether their actions towards achieving the professional accounting
qualifications are symbolic or substanteaed whether the drive to membership is

pragmatic, moral or cognitive

1.4 Structure of the Thesis

The remainder of the thesis is organised into tpeets and further divided into nine
chapters. Part One is the theoretical and methodological framework and includes

Chapters 2, 3, 4 and 5. Chapter 2 reviews the literature on the development of the
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accounting profession in major Angiaxon countries, imgding the UK, the US and
Australia. It also discusses the embeddedness of international institutions such as the
western professional accounting bodies, the Big 4 accounting fiEs and the

IASB. This chapter also provides background information ath@utievelopment of the
accounting profession in China and draws attention to the issues arising in ex
communist countries that changed from a socialist to a capitalist model. Lastly, this
chapter discusses the tensions caused by globalisation. Chagter4 8lescribe the
theoretical framework of this thesis: a combination of new institutional sociology (NIS)
and legitimacy theory. These two chapters review the key theoretical elements of NIS
and legitimacy theory, and discuss relevant theories and iggtasform the study. A

matrix of the analytical framework is constructed for analysis of the findings. Chapter 5
describes the research methodology and methods used for data collection and analysis.
The matrix constructed for the analysis is discusselis chapter in greater detail. Part
Two of this thesis presents findings from empirical research and discusses key
implications of the findings by drawing on the theoretical and analytical framework
described in Part One. This part of the thesis conthiree chapters: Chapters 6, 7 and

8. Each chapter deals with one key research question. Finally, Part Three (Chapter 9)
provides the overall concluding section, contributions, limitations and recommendations

for future research.

13



PART ONE: THEORETICAL AND
METHODOLOGICAL FRAMEWORK

CHAPTER 2: The Accounting Profession and

Professionalisation
2.1 Introduction

The chapter begins witlin overview of the accounting profession, legitimacy and
institutions (section 2.2Change is inevitable and may arise as a result of wsirio
institutional pressures as explained but, always, change is clathetbak of
legitimacy.The interconnectednesstbie Big 4 accounting firms, tHdNEs, the Angle
Saxon professial accounting bodeeand the IASB ia feature ofection 2.3The

literature cited shosvtheir mutual embeddedne¥bices critical of what can be termed
colonialism and the unfair promotion e introduction oAnglo-Saxondesigned
accounting standards to centralised economies are also cited because this study is an
investgation of accounting in Chin&uch criticism is likely to be part tifie

background influencen the empirical findings.

Section2.4 begins with aseries of brief histories of the development of the accounting
profession in countries relevant to tmsestigation. The UK and the US are briefly
reviewed agt is in thesecountries that the Angi&axon accounting professiaras

created and developedustralia is then considergdsit is where CPA Australigthe
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professioml accountingassociatiorcental to this studyoriginated More extensie is
section2.50n accounting and the profession in ChMéthin this section arguments
from the | iterature are i nt foand itmeeedsary o s h

to exercise tight control over itsqiession.

Section2.6, from socialism to capitalismdentifies the strong grip that former rule

based bookkeeping practices and adherence to tax regulations havaccoth@ing
sectorPlus, the point is made that many communist type economies dredpnso
convergence with the IFRS by various international bodies. Within this section the
cases of the Czech Republic and Romania serve as exemplars to show how form
triumphs over substance in marfitloese centralised economig@#$ie topics discussed

in section2.6 haverelevance to China and to this stubinked to this section is section
2.70on the global tension between symbolic andstantive chang8uch tension

becomes evident when, as in the examples above, substantive commitment to financial
standards is weakened by a more ceremonial commitment to legal form. This section is
followed by sectior?2.8, which identifies the gap in the literature and introduces the key

research questionand sectior?2.9 concludes the chapter
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2.2 The Profession, Legit imacy and the Institutions

The accounting professidrasachieved legitimacy and in soidg gained global
recognition.Not only have accountants spread geographically but also organisationally
evolvingfrom chartered accountants to catiants and busirss advisorsProfessional
accountingassociations play an important role in the process of collectively defining
and redefining the institutional logic that establishes what it means tohaetared
accountant (CAand what is an appropriate way of beorgansed.i Speci al | vy,
professional association of accountarogaged in discourse that legitimated a
significant adjustment in what accounta@tsband thus in the definition of what it

meant tadbeda CAO (Greenwood, Suddaby, & Hinings, 2002, p).76

Leicht and Fennell2008 define a professioms(i) when the occupational incumbets
work is defined by the application of theoretical and scientific knowledge to tasks tied
to core societal values) where the work commands considerable autonomy and
freedom from oversight, excepy peer representatives of the professignwhere

claims to exclusive control over a task domain is linked to knowledge required as part

of their training.

The accounting profession may be cdesed to have evolved into fosub
communitiedGreenwood et al., 2002Public service, industry, conerce and
government. Public service has developed into three different levels of public

accounting firms:
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(1) The Big 4accountindgirms (namely PWC, KPMG, Ernst & Young, ameloitte),
which are primarily international in scope and focus on large clientshi_and
Fennell(2008 consider that within the accounting field this is by far the dominant
community.

(2) Major firms that provide national coverage and have strong links with other
international or local big firms.

(3) Regional and local accounting firms that service small and mesized clients.

From 1977 to 1997, one element of the changes was a redefinition of the role of a
professional accountant, expanding it to incltldecapability of providhg business
advisory services. The second element of the change was endorsemesivof a
organgational form, the multidisciplinary practice, which includes accountants, lawyers

and consultanté€Greenwood et al., 2002

Professionabccounting associations are commonly understood as agents of
reproduction rather than of chan@ereenwood et al., 2002Z~or example, CPA
Australiais responsible fothe development of uniform standardkpractice and the
strategic development of tlaecountingorofession. It represents the interestthef
accounting profession to external constituencies. Through the routines of licensing,
training and professional developmeamd the monitoring and stiiplining of

behaviour, associations supposedly act to underpin existing conventions and values.

Prevailing practices become encoded in the associations' sagamal routines and, to
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the extent that routines remain unchanged, encoded institutionzd kg reproduced

(Greenwood et al., 2002

Theassumption that prevailing practices are reinforced and reproducedtinesos an
oversimplification(Greenwood et al., 2002Entry into CPA Australiaequires

completion of examinations that emplsasaccounting. Practice reviews focus solely on
enforcement of standards. Prograes of professional@velopment refledhedemands

of delivering traditional servicefn this sense, the institutes' routines convey the
prevailing logic of action. However, the routirdsnot prevent radical re
conceptuakation of both the boundaries of the profesaldwdy and the appropriate

organgational template.

One complexity is that institutional pressures may influence participants unédenly
Leblebici, G. Salancik, A. Copay, & T. King, 19%Ruef & Scott, 1998 CPA Australia

is comprised of professionals who work in highly different settings, ranging from sole
proprietorships to international firms. Members of larger firms are the least likely to
participate in the &ining and postertification activities of the institutes. Their firms
provide training, which means they have less exposure to the reproductive rhythm of
institute activities. Professionals in smaller firms, in contrast, are much more embedded
in the ingitutes' routinegGreenwood et al., 2002Consguently, the routines of a
professional association may work to reproduce prevailing practices, but their influence

will be distributed unevenly as the influence of the Big 4 accounting firms is far more
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significant.

Importantly, the professional assoaats c not initiate change. Institutional fields are
regulated through the reciprocal effects of market and institutional governance
structuregSuddaby & Greenwood, 2003-or example, increasing market pressures
and technological shifts will contribute to the presdor change. Therefore, the role of
professional associations within the same owgdioinal fieldmight change overme.
CPA Australiamay be considered in this light. Such pressures may come from the
growing embedd#ness of the professiamith institutions such as the Big dulti-

national corporations, and the IASBeicht & Fennell, 2008

It is important to undestand the "permeabilit(Greenwood & Hinings, 1996r
"plasticity"(Fox-Wolfgramm, Boal, & Hunt, 19980f professional boundaries. Law
societies areritical of multidisciplinary practices, and conform to the traditional model
of conservative institute Comparedvith the legal professiorihe accounting

profession appears more open to new idiea@&xhibits greater plasticity in its identity

than the legal professioAs a result, jurisdictional change is less contested and more
easily legitimated, whether organisationallygeographically. FoXVolfgramet al.

(1998 argue that the structures that determine the relative plasticity of boundaries are
unclear, and further research wouldusefulto cover that perspective. Bihesis

supports the contention of Leicht and Feh(@2008 that structures that determine the

plasticity of boundaries derive from the professambeddednesand their plasticity
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of boundaries is more likely to be observed outside ASglron jurisdictions.

In addition, pofessionakhccounting associans, such as CPA Australia, serveaas

arena where definitions of membership and conduct can be socially constructed. Leicht
and Fennel(2008 maintain that pfessional accounting communitiasehighly

organsed as profssional membership is mdatory, association participation is

extensive, and formal interaction and communication are highly developed.

Professioal accounting associationse committees and task forces that host-intra
professional discourses; official publications easily amdmrehensively transmit ideas

and scripts; and developmental prognags provideprofessionals with opportunities

for interaction and discussion. Such a situation contrasts with other, non
professionabed settings, where interactions are less routine amedendfficial accounts

areless evident or authoritati{&reenwood et al., 2002

The basis of legitimation is primarily economic. Legitimation in professional settings,
by contrast, is not simply a function of anticipated economic outcomes, but of
professional appropriateng&&reenwood et al., 2002V hat matters within a

professional context is the demonstrated conformity of innovation with the values
embedded in traditional beliefs. It is only when ideas are couched in such a way that
they are perceived to be consistent with prevailing values that thegrappmpelling

and legitimate for adoption. One of the key tasks of professamtalunting

associationis to theorse jurisdictional movement as consistent with the normative base
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of the accounting profession, thus making migration (organisationally and

geographically) acceptab{eeicht & Fennell, 2008

Theorgation is integral to institutional change. It is the rendering of ideas into
understandable and compelling form@seenwood et al., 2002This can be done in
commercial settings by stressing the results obtained elsewhere and thetechnic
soundness of ideas. Approval in this way is predicated on the logic of efficiency and
imputed from their adoption by exemplary others. Based on that, symbolic legitimacy is
an assumed link between new ideas and economic outcomes. However, the collective
structures of professionatcounting associatisnsuch a<CPA Australia may ease the
change because they enable theadion. In a highly professionaéd setting, symbolic

legitimacy is gained during diffusion, as diffusion requires a normativeigagidn.

Professional associations contribute to legitimation in discrete ways. Further research is
clearly needed to draw out the complex ways through which associations contribute to
continuity and change and the connection between their actions terdrtitypes of
legitimacy. Theosation processes can be expected to vary according to their intended
recipients. Legitimation involves discourse both within and outside an eggemal
community.The discourse occurring within a profession, how prodesds "talk” to

each other, may be different from how professionals talk to outsiders and the
legitimising discourse adjusted accordinglgicht & Fennell, 2008 Following this

overview of professions, legitimacy and the institutions, the next section will discuss the
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interconnections among international institutions, including professamealunting
bodies, the Big 4 accounting firms, thENEs and internationahccountingoodies such

as the IASB.

2.3 The Anglo -Saxon Embeddedness: Professional Bodies, Big
4 Accounting F irms, the Multi nation al Companies and the

IASB

Leicht and Fennel[2008 draw attention to change within professions with regard to

the growing i mportance of the instituti o
embeddedness of network connections between large institutionalrpodate actors,

to the exclusion of the best interests of individual clients and consumers of professional
serviceso (p. 445). Such consumers may i |
(2008 suggesthatnot all forms of embeddedness are desirable. As an exemplar, they

refer totheembeddedness of Arthur Anderson and Enron. More widely, such
embeddedness, while not necessarily undesirable, happens amBig4haccounting

firms, the AngleSaxon professial accountingoodies, MNEs and the IASB, the latter

being a body financelly theMNESs. In turn, the Big 4accounting firms gain by the

expansion of activities byINEs, and in turn the professiahaccountingoodies gairby

theadvancement of membership when Big 4 are established overseas.

Other researchers have drawn dttemto this growing interrelationshiamuel2006

notes that for th&ig 4 accounting firms, the thousands of clients convertirtheo
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IFRS is an opportunitfor their organsatiors as well ador their auditorsSignificant
amouns of training and consulting activitieserequired as these standards are new and
unfamiliar to locals whameedto purchase some servidesm consultants in order to
overcome theincertainty. In addition, international auditing firms, such a8ibe!,
dispatch their employees to other countries as wetl BBNES. There are positive

normative effects from the transfefraccounting staff worldwide.

Larson(1997 found that lobbying othe IASB is dominagd by large multinationals

andthat 30% of the world top 50 biggest companies participated in lobbyirey

IASB, andof the corporate letters the IASBt he | ar ge csomadeapni es 6 |
85% ofthetotal. This finding seems to be coneistwith the opinion ofSikka (2007)

that standardgettingjust serves the interesif a few powerful groupsiamelylarge

multinationals and large accounting firms.

Albuetal.201)al so observe that AThe current Bi
role in the globalization of accounting and represent the normative pressures that affec
organizations and the choices they make in accordance to their reporting and practices

i mpl e ment &dréove( Paudadghrz004) states thaMNEs canderive
additionalbenefits from adopting singleset of global accounting standartbr

examplethey can easilynonitor subsidiaries around the world, and obtain more useful

managerial accounting reports and evaluation methods.

Givenits benefits to the bigccounting firms an¥INESs, expansiorcontinues apace.
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Since 2001the IFRS haveen adopted by more than 120 countries, and all remaining
majorcountrieshave agreed to either converge with or adbptFRS by eliminating
major differences between tHeERSandtheirown generally acceptedeounting

principles (GAAP) in the near futu(@ASB, 2013h.

On the other hand, there are voices of concern. Saudg@a considers the

progress of the adoption tfe IFRSto bea form of accounting colonialisirec@usethe
for-profit accounting standards of the developed countriegevilain in adominant
positionin the process of standasetting regardless dfieinterests othedeveloping
countries. Furthermore, the case studtheflFRS implementation in Roamia proved

that merely adopting the IFRS by developing countries wilkeslt inthe desired
outcomesf their capital market regulatiordeconomic development poiegsdo not
changeso the quality of IFR8nplemenationwill, to some extent, depdrupon the
evolutionof the surrounding environme(lbu et al., 2011 Other researchemesent
similarviews fromthe perspective afeveloping countes. Antwi (2009 maintains that
western countries are the main brains behind the funding of the IASB. £&@08)

argues thathe main objective ahelASB is todevelop the IFRS as a single set of
globally acceptedor-profit accounting standards in order to create a more efficient and
effective worldwide systemMost capitalist countries will be favoured in the process of
adoptingthe IFRS as their social environments andalegystems match this objective
Examiningthe same theme from a communist perspective, DowprdkPerer§2007)

comment that more centrsdid economic systems woulocusmore on the

24



management of theantireindustry ashie purpose of their financiegportsareto
evaluae certrally controlled economic plan®oupnikand Perer§2007) maintain that
it is debatable whether substantial benefitaild in factbe gainedby adopting the
IFRS becauseaccountingpractices ar@ot designed for investment decisioraking in

most communist countries

The complaintis thahe IFRSar e Acar bon c¢ o pinaigdromafe st and
UK and the USwith astrong orientationdva r d s max i mi siweajh s har eh
rather than theocial functions of accountinlir & Rahaman, 2006 However, the

counter argument is advanced by Bavid Tweedig2006, ex-chairman of the IASB:

For auditors, a single set of accounting standards should enable
international audit firms to standardise training and better assure the
quality of their work on a global basis. An international approach for
accounting should also permit international capital to flow more freely,
enabling audit firms and their clients to devetmmsistent global

practice to accounting problems and thus further enhancing
consistencyp.1l).

In addition,Ball (2006 promotedhe idea that more accurate, comparable,
comprehensible financial statement information should lead to betiemied valuation
over various capital marketshich means itvould bepossible to enablemall
investos to compete with institutional investors who arell informedin analysing
crossborder financial informatiorBy and largeinvestorscould benefitfrom the
process of speaking the same financial reporting languagdwide Moreover the

adoption of the IFRS could facilitate creissrder acquisitions by investors.
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The point being made in this section is that the Ai@d@on accounting bodies are

linked together for mutual advantage and this is recognised in the literature as shown,
and perhaps resented by those authors outside the-8agtm tentlt is suggested that
this selfserving embeddedness forms an accounting background to the research
quedions asked in this thesis, and may colour the responses of interviewees in

unsuspected positive or negative ways.

2.4 The Development of the Accounting Profession in Anglo -

Saxon Countries

Lee (1995 arguegheaccounting professiomase st abl i shed At o gain
an occupational service by means of monopolistic exclusion of individuals deemed
unworthyorunquai f i ed t o p BycoentrastBledsteinfl976 phsen4 ) .

that orgnised professions wetlee means by which the middle class exercised cultural
control and established its social status. In the same vein, Jqi®§@and Friedson

(1983 maintain that the development of a professiahégesult of cultural and

historical forces. Earlier CaBaunders and Wilsai1933 attributed the development of

the profession to unselfish motives such as a desire to serve the public iBierest.

contrast, Larso1977 argues that professions are organised to gain meokétol of

their respective service fieddby establishing monopolies, enfpryerequisites, and

examinationsThe following sections review the development of the accounting
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profession in three Angi®axon countries: the UK, the US and Australia. The

significance of such a review is that the UK and the US provide the two earliest and
most influenti al e X a mp | @eseloment. Mbreoveg loyc o u n't |
studying the professionalisation process in Australigear picture of the conteixt

which CPA Australiaoperates can be drawn

2.4.1 The United Kingdom

A formal professionalisation procesaccountancyriginated in thanid-to-late 1800s

in two territories (geographical jurisdictions): Scotland and Englaed, 199%. Many
accounting historian@edslie, 1990Macdonald, 1985Parker, 1986Walker, 1983

suggest the bankruptcy laws were a factor irfdh@ationof an accounting profeiss

in Scotland and England. The effect was to further separate the operations of lawyers
and accountants, which were at that time blurred. Work around voluntary insolvency
became an i mportant feature of accountan:
claimedthat theaccounting professiomas its roots in the legplofession and the legal
development of numerical and calculative functions that required specialised treatment.
From this beginning, Napier and NoKE992 maintain that the accounting profession
extendedts influence into corporate accounting and auditing. However, it was not until
the 1940s that theccountingprofession began to isst®its members accounting
standardsvhich were regarded asandatoryUnderthe UK Company Act 1948, the
accountingorofession finally attained a monopoly of corporate audit services. The
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monopoly of audit services ligerespective national professairaccountingoodies

was subsequently copied by most countries in the world.

Lee (1999 suggests thaiosne common features of the early gkofessional
accountingoodies were to seek legitimacy in royal charters. For example, the Scottish
Society of Accountants formed in 1853 and the English local societies forrtiesl in
1870s merged intthe ICAEW in 1880.Both defended the exclusive useastounting
professional designations, entry, examination and training require(feeigson,

1983 Napier & Noke, 199p Both sought statutory registration of the title of
professional accountant but failed, even though the title chartered accountant was
protected by the courts. However, perhap:
accountantsenjoyeda prestige and status which was aailablein the US

professional bodies befotiee 20th century(Kedslie, 1990Lee, 1995 Macdonald,

1985 Walker, 1988. Another feature aheearly UK bodies, which distinguishes them
from many professinal accountingoodiestoday wasthat they created an
institutionalised environment separate from the statenaand left to be selfegulating

(Lee,1995.

2.4.2 The United States

Between 1870 and 1900 in the US, economic opportunities for investment by UK

companies and investors opened the way for an inflow of a large number of experienced
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Scottish and English chartered account@Blsdstein, 1976Bruchey, 1990Galambos

& Pratt, 1988§. Lee (1995 stateghatsince there were no such institutionalised bodies
in theUS, these accountarttegan to form institutions. The filsbdy inthe US, the
Institute of Accountswas formed in 1882 dmission was open to any accountants
passing its tesand its function was the education of accountakfew more bodies
were formed from 1882 onwards such asAheerican Association of tiblic
Accountantsvhich was formed in 1887. Ti®Associationrestricted its membership to
individuals in publigpractice They sought professional status and economic rewards

perceived to be unavailable from the Institute.

Both bodies individually and tiecollectively sought state accreditation and Igieg,

starting with the State of New York. Unlike thguation in theJK, they were

successful in becoming licensed accountants. Following prescribed examinations and
training, a licene was granted by ¢hstate in which the individual accountant worked.
Later, each state founded a society of accountants separate from federal bodies like the
Association to regulate and administer its certified public accountants. The Federation
of Societies of Public Accauants (hich later merged with the Association) was

formed in 1902 taakeoverall control of the state societigsee, 1995.

L e P95 study argues that the US systefraccreditation and state licensing
potentialy created dual duties as accountants served both the state prafeéssional

body, thiswas not a feature of the UK system. A schism occurred from 1916 to 1936 as
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the conflict betweedevelopinga selfregulating, independent body and the existing
system of the statikased licensing of €tified Public Accountans (CPAs)became
severe. In 1936, professional bodies merged into the American Institute of (later,
Certified) Public Accountants, with a membership open only to certified public
accountants. Subsequently, a uniform examination system was adopted by ah states
1952.Being open to an academic perspectilie US bodies used stabmsed higher
education facilities to enhance professionalism, sitgilarthe Scottish professign

rather than reliyg on practical trainingas in England.

2.4.3 Australia

The Australia accounting professiofike its New Zealand counterpart, was influenced
by the British mode{Parker, 19861989. In the latel9thcentury, each Australian state
developed its own professioretcountingoody. The earliest association, the
Incorporaéd Institute of Accountants Victoria (I1AV), was formed in 1886dwas the
antecedent body @PAAustralial n 19 G dehat o o fed totbevsek me nt 6
former British colonies unitg to form the Commonwealth of Australias a result of
thismovenent to a commonwealth, a preference for national associations began to
emerggCarnegie, Edwards, & West, 2008 1908, the Australian Corporation of
Public Accountants (ACPA) was incorporat&ventuallythe llAV and the ACPA
became the Keforerunners respectively &fPA Australiaand the Institute of Chartered
Accountants in Australia (ICAA). The 1AV (the forerunner@PA Australig became,
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in 1952, the Australian Society of Accountants (ASA), a body with generally more
permissive entryequirementgCarnegie et al., 2003The strategy ahe ASA was

Athat of exerting influence thr(@argedge t he
et al., 2003, p. 8)1After a series of mergeand changes ithe 1990s, the SA
becameheAustralian Society of Certified Public Accountants (ASCPA) and officially

entered Asian markets 993. The ASCPA became CPA Austrahic€000.

CPA Australiastarted its venturmto Asia in Hong Kong, Malaysia and Singapore
1988. Howevei t  wumntd 2002thatit openedhe Beijing officein mainland China
and later in 2006 opened another office in Shandiaine middle of 2012CPA
Australiaopened its third office in Guangzhou. 882011, out ofatotal of over

139,000 membemsorldwide, 3% ofC P A A u s membersveseldcated in

mainland ChingdCPA Australia, 2011} CPA Australiahas been coordinating withe
CICPAonvarious frontsincludingsponsoringhe 2010 China National Tax
Competition andhe International Partnership Programii®&P)from 2007 to 2010. In
the IPPthe CICPA andCPA Australigjointly sponsored elite Chinese CPAs to attend a
threemonth intensive trainingoursein the Melbourne Head Officghereby enabling

these CPAs to attamCPA Australiaqualification(CPA Australia, 201

Following this review of the professionalisation process of accountancy in the three
Anglo-Saxon countries, the next section will provide a comprehensive review of the

development of the Chinese accounting profession.
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2.5 The Development of the Chinese Accounti ng Profession

The accounting profession in China emerged as a result of the inflow of western capital
from America, England and Frant®ethemwith western public accountants. To protect
Chinese local enterprises, Mr Lin Xie proposed to the governmeastaklishment of

a public accounting syste(Aiken & Lu, 1998 Guo, 1988Hao, 1999. In September
1918, the regulations for public accountants were officially published and Mr Lin Xie
becamaé he first fAcert i {Li&Ningaldsd.Adftenthaptimet 0 i n
Chinese acamting professionvasinfluenced by western countries for over a decade
until the new China was founded in 1949ken & Lu, 1998 Guo, 1988Hao, 1999.
Therefore, the period from 1900 to4®can be considered the first phasthe
development of the accounting profession in China and it was strofiigigriced by
western countrieddowever, for the nex80 years the accounting profession in China

experienced very little developmead a reult of continuous political upheaval.

The second phase of the developm&nom 1949 to 1978was significantly influenced
by the Soviet model. When in 1949 the Communist Party became the government,
accountants as a profession had no statubateffedively disappeare@yee, 2009.

By introducing central planning, the economic structure of China was dramatically
changed, the capitalist enterprigesng replaced bthe stateowned and collective
enterprises. All private enterprises in Chinaevieansformed into publicly owned

enterprises. As a result, a uniform accounting system was imposed by the Ministry of
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Finance. Undethis system, the cultivation and allocation of accountants were regulated
by the Ministry of Finance and hence themsno demand for professional public
accounting and auditing servicegtlns second phas@iken & Lu, 1998 Hao, 1999.

During the Cultural Revolution in 1966, accounting became a very dangerous career.

Accountantsvere targeted for psecution(Bledstein, 197%

The third phase of the development started after the ecomefarosin 1978 and it is

still ongoing. As a result of the economic transformation and the policy of opening up to
the world,manyforeign direct investments weneadein the form ofSino-foreignjoint
venturegHao, 1999Nobes & Parker, 200&ee, 2009. These joint ventures were
regulated by a different set oblgciesandfollowed international conventions. In order

to cope with the new regulations on joint ventures, the public accounting profession in
China, whichhad beersuspended anthdceasd practsing, was themeinvented by the
governmentThe CICPA waseventually established in 198dao, 1999Kliegman,

2005 Zhang, 199Y.

The first AChinese Accounting Standards |
(National People's Congress, 1998was a remarkable move towards the use of
international accounting standarin China. The conceptual framework of the

regulatiors was close to th&lS and the IA8 standards. However, the regulatory

framework was very different frothat inthe AngleSaxonc ount ri es. The i

were issued by the Ministry of Finance atded in the standards thidte government
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agencies retained control oube CICPA(Nobes & Parker, 2008The role otthe
CICPAwas then expanded intheThe Law of the Peopl eds Re
Certified Public Account anréetanéda high degreetoh e Mi

monitoring and directin@uthority(Hao, 1999Nat i on al Peopl)ebs Con:

In particularthe CICPA has been deloping joint training programmes withe
ICAEW andthe HKICPA(CICPA, 2010 2013. The CICPA aims at training 2,000
Chinese CPAs to beconl@AEW or HKICPAmemberswithin 10 year§CICPA, 2003.
The Chinese accounting professibas limited recognition glolig. Therefore, one of
CICPA® main objectivsis to train Chinese CPAs to get western professional
qualifications so that the level of competency of Chinese CPAs cgenesallylifted to

meet international standar¢iSICPA, 2009.

The government retained tight control over the accounting profession in the earty stage

of the reform by specifying the range of servittest could beffered by Chinese

CPAs. They also required that all Certified Public Accounting (CPA) firmshina&Chad

to operate under the sponsiaip of governmentelated organisations or uniidao,

1999. This led to a debate around the lack of independence of the ChineseCHAA

firms and the CICPA. Thig was arguedvould be a major constraint to the further

growth of the accounting profession in Chiivae, 2009. In response tthisissue, in

1998 the government Aunlinkedo troladedCPA f i

sponsor s, and t hfienms intd eitbes limited lkabiliy camgamies©P A
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partnershipgHao, 1999, p. 297 This is considered a major change in the histothef
accountingorofession inChina and hagiven impetugo further development. In this
context, Pererfll 989 notes that in earlier, less complex times, it was assumed, in the
countries witha commonlaw heritage such as the UK and Wt fiaccounting Bould

be developed by accountants, independent of legal direction or government
interferencé p. (L45. Pererg1989 explains that outside the Angaxon sphere, to
provide much needed professal services, the development of accounting may have to
be promoted through appropriate laws and regulations. However, PE38ga
concedeshatthe concern is that government involvemenikisly to weaken the
accounting profession but generaitythe case of developing countries, the accounting
profession igialready weak and relatively small, and it is exactly because of this reason

thatgovernment intervention becomes necessary to safégublic interest p. (149.

The weakness and lack of professional independence, P86 observes, often
coincides with a lower professional status of accountants, which means it isaintpor
that the governmentor reasos of uniformity and public confidence, provides clear
direction Pererg1989, generally speakingclaims thathere will befewerdoubts
aboutthe honesty ahintegrity of accountants theyhave amoreprestigious status.

This is becausen generalif accountants have a more prestigious status the public will
show them a higher degree of tolerance and trust in the diversity of accounting
practicesHowever if accounting is not regarded as a pssfen of high public esteem,

thenit is assumed thatccountants are ntd be trusted. Acounting uniformity may
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seem to be thbest way to provide publigrotection. Of the two situations described

above, many desloping countries seem to fit into the lat{Perera, 1989

Thus, r ef |s€l880 obsegvatiBnaim centrastto more independent bodies in
the West, thelevelopment ofheaccounting profession in China was and is
governmendriven and organisedjanifestinga coercive isomorphism rather than the
embeddedness which Leicht and Fe(@l08 found exists among Angi8axon
professioml bodies and their institutional networkhe rext section will further

discuss the development of the accounting profession in socialistconaxunist
countries. In particular, the discussion will emphasise similarities with and distinctions
between China and other-eemmunist countries, as well e conflicts and issues

that arise in adopting the international accounting standards.

2.6 Socialism to Capitalism in an Accounting Context

The development of the accounting profession in China (the focus is on mainland
China, excluding Macao and Hong Korigunique and distinctive. It differs from the
way thepostcolonial countrieswhich are mainly influenced by the British Empire
(Poullaos & Sian, 20)Qhave developedChina has more in common with the post
socialist countries in Eastern Europe such as the CzegphliRc and Romania. China,
the Czech Republic and Romania have been significantly influenced by the Soviet
models and havendegone major ecomuic transformations in 1978989andthe

1990srespectivelyAll of them are moving away from the Soviet madalit in
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different wayqAlbu et al., 2011Hao, 1999 Seal et al 1994. It is interesting to note
thatNobes and Park00§c o mment t hat At he devel opmen:
Eastern and Central Europe has inevitably been subject to more discontinuities but no
country has broken completely with the past, and influences remain both from-the pre

communi$ period and frompt4yHye communi st peri

Sucher and JindrichovsKa004) point out that previous studies in-eemmunist

countries show that evennfovestowards substance over form and a focus on investors
have been attempted, the emphasis on apprefraikkeeping and aompliancewith

tax regulations hasontinued in the Czech Republichus, with regard to communist or
former communist countries, it is necessary to recoghesénk between financial
reporting and tax laws, the lack of IFRS knovgegandthe need to change the mindset
of finance personng¢lermakowicz & Gorniklomaszewski, 2006.arson & Street,

2004).

There are a few problenassociated witlalack of clarity in fiscal lawandinconsistent
understanding ahelFRS by regulata and preparershe persistence of the

communist mentality among accountants who gained their knowledge and skills prior to
the transitiorare notedAlbu et al., 201). Vellam (2004 claims that in communist
countriesthe accountantgenerallypreferedmore prescriptive regulation and less

choice of acountingprocedures

As a result of the problems mentioned abd\bu et al.(2011) argue thaeven though
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ade jureharmonsationof nationalaccounting standardegth the IFRS existed, thale
factoapplication ofthe IFRSwas limited. Changes in accounting systems are justified

by external events, often by law requirements (coercive pressure), but they hardly have
any impact on routines (decouplingspecially if the change is not consistent with
traditional shared valuet.is the decoupling or symbolic change that this theseks

to uncover.

In the case of the Czech Republic, orernment adoptddissezfaire policieswith

regard tahe accounting system that finally led to an accounting profession which was
relatively free fromthe political influence ofgovernmentgences. However, the
domination of the large international public accounting firms (namhelBig Six at that
time) in the formation of the accounting system may have resulted in a profession with
very little Czech local identity and charac{8eal et al., 1996Arguably, this has not
happened in Chinaecausein spite of thdaissezfaire policies promoted by the
governmentit seansthatthe Big 4 accounting firms, theINEs, the western

professional bodieandthe IASB are all constrainetb some extenin their influence

and acceptance.

Unlike thesituation in theCzech Republic and Romania, the government ageimcies
China effetively controlled the entry and operation of large international accounting
firms in the early days of reform, and loosened the regulations carefully and gradually.

The Big9 (which have now become the Bigwlereallowed to entethe Chinese
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market inthe 1980s, and the secotiér firms were only allowed to enter later.thre

early 1990spn conditionthat they establisheSino-foreign joint ventures with Chinese
CPA firms, these international accounting firms were allowed to offer auditing services
to local clientsThisincremental approach taken by the Chinese government was to
protect the local CPA firms fromxcessiveompetition and promote extensive

cooperation betweetnemand these international accounting firms.

Albu et al.(201]) argue that implementatiaf theIFRS is moe about gaining the
appearance of legitimacy in financial refogt This contention is supported by
Jermakowicz and Gornikomaszewsk{2006, who claimthatadoption or convergence
is seen as a meafor developing countrie® gain legitimay. It especially applies to
communist an@éx-communist countries, which underwent several reforms during their
road to moderation.In a financialor economic senssuch a need for legitimacy may

apply toChina as well

For coommunist and excommunist countriesimultaneously with the commitment to
convergencethereis evidence othe difficulties or failures of this procedsirst,
Callao, JarneandL a & H20@7)suggest there islack of political will, rooted irthe
local culture and a strong national outldbltprevens the development of a truly
harmonised frameworkSecondthe magnitude of the differences that exist between
countriess recognisednd thecosts to eliminate therre considered very high

(Jermakowicz & GorniKfomaszewski, 2006 Third, local traditionshavea strong
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influence over the implementation of new concéptscher & Jindrichovska, 204
Fourth, the economieof these countries are largédx and laworientaed which
obstrucs the harmonisation procedsarson & Street, 20Q4/llam, 2004. Finally, it is
believed thatliversity will not disappeanecausét comes froma different accounting
traditona n d t h e intergdretgiianevitl Iseartially influenced by their history and
previous practice(Hoogendoorn, 20Q&chipper, 2005Tokar, 200%. The® factors
provide a background to the empirical reseaoche undertakeas the analysis of

findings will distinguish between substantive and symbolic responses.

All these difficulties with regard to adopti@m convergence raise the questivvhy do
devdoping countries adophe IFRS? Perhapf®r someit is a desire to promote their
development and attract financial resoureds|e for others it may be the result of
pressures from multinational corporations or the World Bank, or the effect of thef lack o
expertise of the national standard setter or regu(atone & Lucas, 2005 There is no
doubt that the World Bank and the International Monetary FUH), being the major
sponsors o t he | AS &éareadytasawiddyedddsplaying important roles

in demandinghatdeveloping countries adotite IFRS (Chamisa, 2000rvine &

Lucas, 2006Mir & Rahaman, 200p

While somestudiesagree thatheimplementatiorof the IFRS in developingountries
may help tamprovethe trust in accounting informati@ndattract new invesirs and

resourcesotherssuggesthat developed accounting models (includinglFRS) are not
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appropriate to the economic environment of developing econdAlesElsalam &

Weetman, 2003rvine & Lucas, 200k

Chamisg2000 shows that many former communist countries (such as Chatand,

the Czech Republi®omania) are adopting or converging witle IFRS and considers
thattheirnewor i ent ati on i s not surprising, beca
established and develoged ( p. Néne&tlteless, diérences in the way the IFRS is

applied in Romania and in other countries will remain, because of the environmental
factors affecting theaounting systesisuch as the characteristics of a ctale

country, a dominant position of tistate and a reduced importance of the accounting

profession.

Such differences remain, Atbu et al.(2011) argue becauséor Romania genuine
accounting change is a slow process and Hresterability of accounting constructs
from one cultue to another is controversi@ling, Hope, Jeanjeaand Stolowy(2007)
document that in countries withreldively weak accounting profession, the
comprehensiveness of accountingnstards would be lower aadveakprofession

would be associated with less sophisticated accounting stanBardsany communist
and excommunist countriesyhile they acknowledge #isubstance over form is an
important issuein reality because such a concept depémdwily on professional
judgmenttheir bookkeeping compliance models do not facilitate a change. Therefore

instead of leaving people to use principles and apply wiofesl judgmentthey
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continue to give rule\lbu et al.(2011) cite oneinformed respondent as saying:

| would probably prefer to use financial statements prepared in
accordance with | ASs, but this is not
really prefer is a change in the mentality®b mani an accountants
am not thrilled when seeing financial statements prepared in

accordance with | FRSs but | know not hj
can say they observe | FRSs, but i n fa
my needs | want a different mernal not just mere applicain of the

provisions of the law. (p.92)

Such claims areonsistent with previous literature concerning the difficulties of
implementinghelFRS in emerging economiéBing et al., 2007Jermakowicz &
Gornik-Tomaszewski, 20Q06Mir & Rahaman, 200b Albu et al (2011 consider that
Romania cannot be regarded aantry displaying successful IFRS implementation,

but as one with low conformity and manifesting resistance to change. The obstacles we
find are the importance of taxation, the lack of educational traininglandf

resources, as well as the reducedi@oof internal coercive factors (such as users other
than thestate, and auditors other thdre Big 4). As the Romanian case illustrates
preparers, auditors, regulators, professional badikese shaping the context of IFRS
implementatiori haveincehi ves t hat dr e (Balli200§gphus,thar i | vy
process of IFRS implementation across the world is highly contesedadnd every

case is relevant and contributes to the understanding of the haatimmprocess and

its challengesBut the point to note is that in many communist and¢@xmnunist

countries much the same problems ariseardesolved more in form than in

substancéAlbu et al., 2011Callao et al., 2007
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Following this review of issues and conflictsseng from the process of
professionalisation in the socialist and@mmunist countries, the next section will
facilitate a discussion on the growing tensions between China and international

accountingoodies

2.7 Globalisation Tensions: Symbolicv  ersus Substantive

Change

One aspect ahegrowing tensions between China and global accounting regudagion
theaccounting scandals that have engulfed Chinese firms listed on American Stock
Exchanges. For example, in May 20tieAmerican Securities and Exclgn
Commission (SEC) took legal action against Del6i@hanghai arm in a case

involving aChinese client. The next day, Chinese off&@inounced that foreign
partnes would hand controbf the big4 to their Chinese colleagues by the end of 2017
(Ebrahimi, 2012 It may be arguethat Chinese officials believe the SEC is going too
far in pursuing Chinese auditors when they are already regulated by the Chinese
Ministry of Finance. To many Chinesgjch legal action taken by the SE@y seem

like American imperialism or western colonialism.

Theglobal tension in accounting arises because many Chinese firetkolisAmerican
Exchangesreusing Chinese auditar®ne such example is Longtdpa Chinese
business software firm. The auditor partner from Deloitte resigned a yeapagthe

Longtop auditclaiming to have found very serious defects during the audit for the
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financial yearendingMarch 2011(Norris, 201). But Deloittés Chinese partners

refused to hand over the working papers on the Longtop audit to the SEC on the
grounds that doing so woutintravendocal laws andhatthey needdto defend

Chinese sovereigniyrhe Economis201]). Another source of tension is that the Public
Company Accounting Oversight Board (PCAOB) is required to inspect all listed
accounting firms baseabroad but China has continually bloe# access. If China
continues to block access and Chinese accountants are not audited by the PCAOB, these
companies may be deregistered from American Exchanges on the grounds that they d
not have a registered audi{d@he Economist201]). Also western multinationals with
Chinese subsidiaries will not watiot use deregistered Chinese auditing firms. With

some 36 countries already cooperating P CAOB, it would appear that China is
rejecting international regulatory cooperation. However, China may see such

regulations as emples of western colonialisffhe Economis20123.

For the purpose of this thesis, it must be observed that China in recent years has
welcomed the invitation to participate in internationahficial accounting bodies, and
also welcomed western accounting practices and professions into China. Moreover,
China has moved to converge its standards with those o8& (IASB, 2009 [while

not announcing a date for adopfioBuch changes in the development of accounting in

China, which seem to be substantive, may in practice be more symbolic.

Other examples are availabletbé responses gfovernments or governmental
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agenciesBoxenkaum and Jonsso(2008 comment that decoupling often occurs to
confer legitimacywhile being implemented so as tovkdittle substantive impacin
this way, the formal structure can tbecoupled from implementatioBoxenbaum and
Jonssor{2008 give examples of affirmative action in a US collegelreforms at
Swedish rail where operations wenmgchangedby reform This kind of decoupling can

beseen on a world stages governments become actors

Meyer (2008 points out that national states (e.g. China) promote world norms with

which they have no capacity to conform at home.dxample, China has secrecy faw

which cannot be violated by their auditors, yet it wants access to public listing in the US
while beingaware thathe PCAOB will demand to audits auditors. Meye(2008

goes on to say that modern orgations and national states appear to be eager to

construct themselves as actors, thus incorporating, often wholesale, global standards. In
the same vein of decouplinDrori (2008 observet hat A Cer emoni al <cor
the globally institutionalized models, structuration, based on symbolierges and

gratuitous compliance with universalized standards result in loosely connected

structures, action, and for mal di scour s e

2.8 The Research Problem

As shown aboveextensive research has been done on the formal professionalisation
proces of the western professioradcounting bodies. It would appear that as the

growth of local markets reached maximum Igyplofessionahccountingoodies made
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the move to overseas markets, in partictdamerging Asian markewich aChina.s

In part,as shown in this background chapter the Arf§goxon professial bodieswere
respondingo and reciprocating the expansionary strategies previously developed by
their institutional networkof related and mutually reinforcing parties.igbhapter has
dewoted space to explamyg this mutual reinforcement with an institutional network.

To a great extent, such mutual collaboration, however informal, has been successful and

allowed all the participating institutions to spread around the world.

The globalsation promoted by the AngiSaxon institutions has often been more

symbolic than substantive and has engendered some crjtagdms beeshown in this
chapterThese negative features of glolkation are significant to this thesis when

considering theesponses to the research questions. Also, more recently, there have
been signs i nbaChkonaagoafi nas tA ptuhsenthin which thet ut i o
professioml bodiesare embeddeds identified by restrictions on the Big 4 and the

foreignoversght of Chinese audits

Such background constraints may or may not influence the empinestigationto be
undertakenand may or may not colour the eventual findirtgsnce, the aim of this
thesis is to investigate the phenomenon of the expansiwasiérn professional
accounting bodies into China, which has not yet been stutliscagainst a background
of growing China assertiveness that the research will be undertaken and is, arguably,

therefore able to make a contribution to the histotpheAnglo-Saxon profession and
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its move intooverseagountries

The key questions to be investigated are:

1. How doesChinaview the western accounting profession?

2. How dowesernprofessional accountingpdies experience their expansioto
Chinai using tle case of CPA Australiaand what problems have emerged for
them?

3. How doChinese accountants aadcountinggraduatesiew membership of
western professional bodies and what are their actions (symbolic or substantive) in

respect of membership?

It is an am of this thesis to decouple the symbolic from the substaatiy&nisational
legitimising strategies respect of the answers to the first toqegestionsFor the third
guestion, the aim is to uncover the elements of legitimacy and analyse the action of
individual cases in terms of whether they are more or less symbolic and substantive.
However, for the first two questions it is necessary to examine further the characteristics
of decoupling asninstitutional strategywhichis the theme of the next chep

(Chapter 3)For the third question, l@&apter 4 of this thesis will consider the elements of

legitimacy and their linking with symbolic and substantive actions.
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2.9 Summary

This chapter reviews the literature concerning the professionalisation of thetatgou
profession in three Angi@axon countries, namely the UK, the US and Australia.
Following a review of the development of the Chinese accounting profession, the
chapter then compares thecountingorofession in these western countries with the
Chine® accounting profession, with a focus on the institutional pressures that drive the
changes in the processaifcountingorofessionalisation. By introducing the subject of

the embeddedness of the international institutions, including the Big 4 accoumtisg f

the MNESs, the western professionatcountingoodies and the IASB, the growing

global tensions between China and the international accounting bodies are highlighted.
The gap in the literature is then identified at the end of the chapter with a brief
discussion on the significance of the current stidy.the first two research questions,
new institutional sociology (NIS) will be reviewed in the next chapter (Chapter 3). It

will examine various forms of homogeneous isomorphism and then study the

charateristics of decoupling as an institutional strategy.
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CHAPTER 3: New Institutional Sociology
3.1 Introduction

The purpose of this chapter is to explain how aspects of institutional theory can be used
to explain how governmental, professional and individual actorstican strategies to
implement or respond tdhangeTheissues to be examinedr e Chi nads wel c
foreign accounting professional bodies, #tategies of western professions operating

in China and why or why nandividual actors would respond to geedevelopments.

The development afew institutional sociologyNIS) is reviewed(section 3.2), andn
explanations providedof why NIS is reévantin terms of governmental and

professional consideratiorend the usefulness of isomorphigsection 3.3 After a

broad overview, NIS is identified as most relevanthis thesisln the next section the
concepts of isomorphism are illustratedd therthe literature on decoupling is
reviewed(section 3.4)Decoupling, with its connotations of symbolissna concept
important to the arguments developed in this thesid it is discussed in section 3.5

This chapter teases aiie difference between symbolic and substantive stratexges

such a difference is ainderlying importancen analysing the empgal findings in later

chapters.

Institutionalismcanbe seen to have three branches: old institutional economics (OIE),
new institutional economics (NIE) and new institutional sociold¢s]. Theydevelop

either sociological or economic theories and witilere are differencégtween them
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they share thbeliefthat institutions are importag¥oll, Major, & Hoque, 200%

OIE was firstdescribedy Veblen(1898 as being a settled habit of thought general to
men. More importantly, OIE rebutted the classical economic argument that individuals
were rational bugreedyi utility maximising.Instead, OIE considered a multiplicity of
influences shaping behavioumany of them institutional and in particular power,
politics, and technological chandgeather than focuisg on specific institutions OIE
considered institutions more at a societal lethet is,on why and how changes
occurredwhat new structures weoeeated, and what old structures disappeared.
Accounting studiebased orOIE have also followed a theme of transformation and

reorganisatiorfMoll, Burns, & Major, 2008.

However, there has been some movement in OIE studies from the macro to the micro
level as research increasingly considers institutional behaviours within organisations.
Nelson and Winte(1982 have observed customary practicgebusinessad

accountingand explain how such regularities enable businesses to hand on established
knowledge. Institutions may be definedfipsomoting settled habits of thought common

to the generality of mén(\eblen, 1919, p. 239orff é] a way of though
some prevalence and permanence, which is embedded in the habits of argheup

customs of a peopdgHamilton, 1932, p. 84

NIEG ebjectives are much more mieamalytial and more accepting oeclassical

economic influences. Thus, NIE attempts to explain the existence, appearance and
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disappearance afstitutions(Moll, Burns, et al., 2006 North (1993 explains:

Al nstitutions, composed of theydreeesforcedyor ms
provide the opportunity set in an economy which deteesithe kind of purposive

activity embodied in organisatioffsrms, trade unions, political bodies, ethat will

come i nt o 24R)iReseaech adepling &npeconomic approach is more likely

to consider organisations frormnaalassical economiposition. NIE researchers focus

more on the continuity and emergence of organisations, and their {Allalie Burns,

et al., 2005

However,NIE, which is premised entirelyn the neoclassical economics paradigm, is
not featured in this study because it explains institutional behaviour in terms of
economic forces. OIS also not featured becauséoitusesnore on power and politics
impacting at a societal level, whereas this study is focused atra rather than a
macro levelFor these reasons, NIS is seen as giving a more relevant theoretical

underpinning to this study.

NIS is chosen because throughdtmcept oisomorplismit embraces the influences of
the wider environment on the development and expansion of professtooainting
bodies Professioml accountingbodies are highly institutionalised and highly
structured, and it can be assumed th#hiwisuch organisations there is resistance to
changgZucker, 1987. NIS offers theoretical explanations as to the influence of the

external environmerdf why professional accounting bodies are seeking growth in
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overseas territorieslowever, such expansion mag lesseal than it seems becauas
Fogarty (1996 commentsNIS presentshe paradox that what an organisation actually
accomplishes and whasistructure suggests it should accomplish are often quite
distinct. Morphew and HuismgR2002 have issued calls for further reseabased on

the NIS framework to understand the broad isomorphic patterns in the behaviours of

institutions.

NIS assumesrganisational structures are the product of external influetizass

they emerge as a function of external pressures as opposed to being the product of a
drive for internal efficiencyAbernethy & Chua, 1996 The emergence of professional
accounting bodies may be seen as driven by external forces: the desire to influence
regulation, the right to have a monopoly of agjdindthe rightto limit the number of
individuals usingthe desci pt i on fiThis autharity iseahartced by receiving

royal assenttoset he addi t i on &dcountantt Scat000 h ar t er e d

additionally observes, Alnstitutions con:

structures and activities that pr &3.i de

Professional accounting bodies do just this: they provide the structures and give stability

to the meaning of being an account@oll, Burns, et al., 2006

However, professional bodies that operate in similar fields are believed to yield to the
same forces which determine how they operate and how they shape their internal

organisatios and procedureg¢DiMaggio & Powell, 1983Meyer & Rowan, 197) In
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the same way unersities organise their structures so that roughly identical procedures
and positions are common throughoutitiparticularfield. filt is the external rules,
procedures, myths and/or norms thatmefn institution in NIS theorinstitutions are
transpoted by various carriefiscultures, structures, and routirieand they operate at

mul tiple | eve(®cett,2001,pj38r i sdi cti ono

More importantly, Aldrich(1979 has arguethatthe majorconsiderations that
organgations must take into account are other orginns Organsations compete not

just for resources and customers, but also for political power and institutional
legitimacy, for social as wells economic fithes3he concept of institutional

isomorphism is a useful tool for understanding the politics and ceremony that pervade
much modern orgasational life It is the drive for political power and institahal

legitimacy which this thesisortendsto explain howthe Ministry of Finance in China,
albeitperhapsambivalentlyyiews foreign professional accounting bodies hodin

turn foreign professional bodies liKeéPA Australiaexpandsandseeks members in
China.Of course, the literatureode s not ataw eguvse $thiecms ibut

that are described can be applied to explain this recent phenomenon.

3.2 A Review of the Development of NIS Theory

This section reviews the development of NIS theBayly NIS research focused on
A s o frgansatioms: schools, public agencies, and-poofits. Institutional theory

appeared to bmited to examirng non-rational facets in markdype orgarsations or
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to studying orgasations largely shielded from competitive forces. Meyer and Scott
(1983 proposed that all orgasations operate in both technical and institutional
environments, but that the extentpoéssure posed by each varied across differing types
of organgations.Scott(2008h provides a few examples of different types of
organisations that operate in very different environments. Banks and hospitals normally
operate in highly technical and institutional environrsenthereas health clubs and
day-care centres face low demands from either of these environments. As a result,
organisations such as health clubs andaag centres tend to be shiiwed and

relatively weak. On the other hand, schools and mental haspjiatate in highly
institutional environments but low technical environments, in contrast to manufacturing

firms that operate in highly technical but low institutional environments.

The beginnings of a more complete and robust institutional formulag¢igan to

surfacen the early 19904-or examplePowellandDiMaggio(1991) suggested that

NIS should redirecitsat t ent i on t o Ashow how politica
very framework for the e(ptl&)ddaisismilanveimt of
Orru, Biggart and Hartion (1990)i nsi st ed t hat Ainstituti on
paramountole and can be observed at the very core of maegptlated, telenically

dominated environmenigp. 362).Whitley (1992 proceeded to examine the

Adi stinctive business recipes in various

established as the dominant for ms(p.of bus]

125) NIS beganto recognse that rules, norms, and belief systems undergird all stable
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social systems, including economic systems. Institutional processes are not restricted to
realms lacking competitive processBsther, these processes provide the rules and
norms governing competitn and the cultural templates providing the repertories of

strategic actiofClemens, 1997

Institutional systems undergo change for both external and internal reasons. Exogenous
change may be occasioned by disrupti@asurring in wider or neighbouring systems
whether forpolitical, economic, or social reasons, that destbéxisting rules and
understandingéScott, Ruef, Madel, & Caronna, 20Q0rhornton, 200 Endogenous
sources of change include gaps or mismatches between more macro systems and micro
activities in response to local circumstances, inconsistencigtingpbetween

institutional elements or competing frameworks, and persisting poor performance levels
in relation to expectation®acin, Goodstein, & Scott, 2003cott, 2008hSewell,

1992. Institutional change was the topic, but attention was restricted in these early
studies to convergent chan@@liver, 1991 Scott, 2001 A number of empirical studies

have been carried out to examine the construction of institutioraigements and

their associated orgasaitional fields. Renewed attention to change and, more broadly,
recognition of the value of studies of orgational fields indicated the maturation of

institutional theory.

The process of a change in the institutidogic of an organisational field diffuses

through the management control system of a firm. The theoretical framework proposed
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by Hasselbladh and Kallinikd2000 describs the institutionalisation process of
management control systems in more detail by observing how ideals are translated into
discaurses and conto | t e c hstitutions aesconceived as consisting of basic

ideals that are developed into distinctive ways of defining and acting upon reality
supported by elaborate systems of measurement and ddetiorefor controlling

out c o(meédd)o

Theideakrefer to the institutional logic promoted inside the organisational field as
already definedFoucault, 19801988. When ideals are developed and specified into
elaborate systems of relationships and causal models, they are transformed into a
discourse. A discourse is a way of defining and acting upon reahtle control
techniques involve an elaborate system of measurement and documentation for
controlling action outcomes. These are usuadgressed in numerical or other forms of

codification(Hasselbladh & Kallinikos, 2000

There is a need for interngditionfor an institutionalisatin process to be fully

accomplishd (Kostova & Roth, 200R Actors internalise thesubjective interpretations
according to how they understand ghrecess is to be accomplishédcommon goal

can be objectified even though the participating actors may have irgechdifferent
understanding hus, 1t 1 s poss enryimoChihacdbécan@PA Au st
objectified as a strategy, because the decisiaking actors internalised their own

understanding of how the process was carrieqtdasselbladh & Kallinikos, 2000
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Dambrin, Lambert and Spong@2007) point out:

Indeed, when ideals, discourses and techniques are not coherent,
subjectification, i.e. the invisible side of the institutionalisation process,
is hindered. A more invisible side of institutionalisation lies in the
internalisationof the new rationales by organisational actors, meaning
the way actors understand their roles and enact them according to,
against, or regrdless of these new rationalég. 203)

Management controlystemsare acombination of control mechanisms desigaed
implemented by management to increase the probability that organisational actors will
behave in ways consistent with the objectives of theidant organisational coalition
(Abernethy & Chua, 1996The useof the theoretical framework proposed by

Hasselbladh and Kallinikq2000 offers new insights into the decoupling phenomenon

by studying the institutionalisation process through ideals, discourses and techniques. It
calls into question the systematic as well as the linear nature of this process. Ideals,
discoursesnd techniques do not naturally translate from one to another: decoupling
appears when there is no coherence between them. Moreover, it argues that ambiguous
ideals and ambivalent techniques may facilitate the implementation and the
internalisation of a @w institutional logic in a given organisatidsuch a new

institutional logic may be the driver behind the entry into Chinaesdtern professional

bodies likeCPA Australia.

From aninstitutional perspectiverganisationsire treate@s successful to ¢hextent
that they embody soci et al myt hs concerni |

that two or more unrelated events are in fact linked, for example, the belief that a
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credentialed teacher is a better educator than&mre dent i a(Ewske&t eac her
Euske, 1991, p. §2Legitimacy is defined as orgaational compliancevith the

expectations of key external comgéncies such asaxpayers, local or regional

governmental bodies or clients. By conformingheir expectation®rganisations

receive funding and support. As a result, legitimacy, as opposed to efficiency or control
over resources, is the main criterifor survival and growthlhe entry of pofessional

bodies likeCPA Australia into China could be conceived as a drive for legitimacy rather
than efficiency or control over resources, bolstered by the social myths that somehow

legitimacy and efficiency & related.

It is a key underlying assumption of institutional theorytlived r gani sati onoés
becomes isomorphic with the relative environm#énmt is, the organisation adopts

structures and other features that reflect the environment in wiuphbrites. In other
words, fAthe more the formal structure col
organkat i on shoul d rational |l y satian, Thanioe mor e ¢
legitimate the orgasation, the less emphasis is placed onthe evaluati o f o ut put

(Euske & Euske, 1991, p. B4

Fromaninstitutional viewpoint, managerslevelop a strategyp promote a ratiaal
imagethatmatchesthe expectations of constituencies. This rational image is projected
through activities such as strategic planning, development of policies and procedures,

budgetingand evaluating internal compliance with rules and regulafidieyer &
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Rowan, 197Y. These activities reflect the structural aspects of the aagaon, not the
technological aspects. From this perspective, thensgonal structure may be
decoupled from the technology of the orgation. This does not mean that the
development of strategic plans, budgets, reporting systems and policies are merely
rituals. Thér prime purpose may be to convey an image of ratignahnd translate the
activities of the organisation in suchway that the environmental requirements for
rationality are fulfilled. Th& secondary purpose may be to provide managers and

supervisors with methoas controling resources.

Organgatiors importtheir formal strutures from outside. They emulate and reproduce
the procedures, rules and structures that enjoy external legitimacy. Formal séructure
comef rom the state, from professtionsns, or
(DiMaggio & Powell, 1983 In general, rationaded myths were the creationweéstern
culture. The legitimacy of accounting over time anghas nations gave credence to this
idea, but a more subtle approaww seems necessafyleyer & Rowan, 197)/ In
agreement with NIS thegrgiccountats recogrse the importance of the state and the
accounting profession. The core issues of power, legitimacy, and rationality run through
both institutional and accountingdratures. Accoumint are the quintessential
rationalsed myth, and it is surpiigg that NIS researchers have not devoted more time
to studying themThus, the literature makes clear thatounting confers legitimachy.

is used more to justify political decisions than to make technical decisions. A major

economic power such as Chineeds accounting to confer legitimacy on its economy
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and to promote its power and culture. Technical efficiency while necessary is not
sufficient without legitimacy. At the same time, western professional bodies like CPA
Australiaseek to promote their perand culture beyond AustraliBeing a major
professional accounting body requires more than being technically efficient, it requires

global recognitiori in other words legitimacy.

Finally, it may be argued t hddd,joiliedbysat i t ut i
common premise t h@bll Bumss étal.f2006,ip.0lPpSSritiosms t e r 0
of institutional theory aboundt is too deterministic; it is too focused on the prevalence

of Adecouplingo. Political i nstability al
ignored, andnot unconneted with such instability, there is limited consideration of the
exercise of powefMoll, Burns, et al., 2006 Nonetheless, the focus of this reseasch

within a framework provided by NIS, and particular, the impact andlexance of

institutional isomorphisnffrom symbolic and substantive perspectives) in driving

China toencouragevestern professional bodies like CPA Austrédignter a different

cultural and governmental environmetllowing this review of the development of

NIS theory, the next section justifies why NIS theory is relevant to this research.

3.3 Why NIS Is Relevant

This section discusses why NIS theory is an appropriate theoretical framework for this
researchResearch involving NIS has been widely applredarious accounting

studiesAn investigation intdheNew Yor k St ate goverGAAR Nt 6s
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in external financial reporting was found by Carpenter and &892 to be

influenced by power and politics. In developing countries, NIS has been used to show
that western accountingaxtices have been formally adopted to portray legitimisation,
moderni sation and transparency although
(Meyer & Rowan, 197;7Scott, 200L Similarly, Alam(1997 employed NIS to show
howthe symbolic role of budgeting inBangladeshi organisatiomas usedanaintain

formal external legitimacyn UK local government, Se&l 999 used institutional

theory to show how accounting had been adapted to resist the implementation of
compubkory competitive tendering. Such studikesnonstrateommon activity patterns
among institutions and explain the existence and appearance of instjtatidris some
casea their disappearanddoll, Burns, et al., 2006 However, while some studies show
governmental bodies welcoming outside influences for reasons of legitimacyaene
focusedon whya professional accounting organisatwould choose to operate &

different cultural and governmental environment.

According to DiMaggio and Powg[L983, where organisations depend on the same
sources for funding and legitimacy, theyl be more subject to their members than
organisations with different sources of membership. The resuifdvbe that
professioml bodiesvhich have larger membership base and various sources of
membershigfor exampletheCAA) couldcoerce profesional bodiesvhich have
relatively smaller membership ba@er example, the New Zealand Institute of

CharteredAccountants [NZICA] to adoptheir practies. Also, the more ambiguotise
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goals of an organisaticare the greater the extent to whitlwill model itselfon the
organisation that is perceived to be successful. For exathpldZICA is in the

procesf adopting strategies similar to thosetwd ICAA, and which the NZICA

hopes will besuccessful in attractingewmembers in New ZealarflZICA, 20130).

The reason for this ihatorganisations likehe NZICA with ambiguous goals are

highly dependent on an appearance of legitimacy. Such legitimaegn asnhaning
their survival. Also, where ambiguous goals arise within an organisation such goals may
cause conflic, which can be esolved by copying other organisations sucthas

ICAA. Moreover, commonalitieef membership within a field caub®mogenisation

by putting professiaal bodies under similar pressures from members. Thithin a

field like Australia, there will be a hirger level of isomorphisrthan when CPA
Australiaenters a field like China or New Zealand. Another driver of increasing
homogenisationetives from transactions with government agencies. This is because
government agencies prefer formal structures and (DidMaggio & Powell, 1983 In

this respect, professiahaccounting bod&operating within Australia wikhowa
greaterextent of isomorphism because the transactiatistive government are

necessarand frequent.

There are many arguments to support the theory that institutiomeerasinglysubject

to a process diomogenisationalthough there are also argumentggasting there is
heterogeneity among institutiorideoclassical economists haverafeence fomatural
selection mechanismwhich operate to weed out those institutional forms that are less
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fit to survive. On the other hand, Marxists maintain thatédggs guide and control the
social system through commanding important positions in major institufioosrding
to Marxists, such a capitalist elite, perhaps what the British call the establishment,
exercises political control over various institutigGsott, 2008a Nonetheless,
DiMaggio and Powel(1983 argue thaneither of these arguments is sufficient to
explain homogenisation of institutions. Instead, they argue that institutional
isomorphism better explains the way institutions are becomorg homogenisedror
this thesisNIS supplies the theorisatida explain how China views the western
professional bodies and why western professional bodies like CPA Australia have
chosen to operate Dhina. Ths thesis employs the argumetigt such strategies are
driven bythreetypes of isomorphism: coercive, mimetic and normatiMeese are

discussed in the next section.

3.4 Isomorphism

In this section, three forms of homogeneous isomorphisercive, mimetic and
normative, are explained with reference to the research iSrgamisaibnal bodies
such agprofessionalccounting bodieand government bodié®gin by displaying
diversity in approach and forras can be seen thedifferent modelsisedin China,the
UK and the US, which have been discussed in Chaptdo®ever, once pfessioral
accountingoodiesbecomejlobalised, homogenisation takes platéoth the

professioml accountingoodiesand the corresponding governmental authexit his
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process features increasing interaction between diffprefgéssionabccounting
bodies,with coalitions and alliancagsulting incommon accounting standards and
mutual awareness. Thus different profesaid@odiesbecome moralike, and diversity
disappears. The concept that best captures this process of homogenisation is

isomorphismDiMaggio & Powell, 1983

The way that external factors permeate an organigatsbructure and pcedures is
call ed ni ®iMaggio Powel, aDBP. As shown in Figur8-1, DiMaggio

and Powell (1983 describawo types of isomorphism: competitive and institutional.

The first is a result of congitive forces causing organisations to adopt feast

practices and efficient structures and procedures. The second, and more the focus of this

study, is further divided into three strands: coercive, mimetic and norngistole

Burns, et al., 2006

Figure3-1 Isomorphism
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Thus, competion is one force driving homogenisation, but isomorphism is also a major
driver of homogenisation. Aldricfl979ar gues, @A The maj or factc
must take into account are other organi s:
accountingoodies compete not only for members, but also for political power,

legitimacy, and social and economic wedling. Sometimes, changes driven by

government coercion and company legislation may require certain institutions to do

audits according to certain processes. The result may be that a common legal

environment will drive formerly different professioraicounting bodies to conform in
behaviour and structures. The expansion of government and the globalisation of capital

are also coercive in driving homogenisat{@iMaggio & Powell, 1983 However,

competitive isomorphism also creates a heterogeneous organisational field: for example,
western professionalccountingoodies like CPA Australia must find aategic

response to established positions in the accounting field in China, which is occupied by

the CICPA. This may require some differentiation in their strategies and a proactive

respons€Boxenbaum & Jonsson, 2008

3.4.1 Coercive Isomorphism

Theconcepfof coercive isomorpism is relevant tthe entry of westerprofessioal
accouning bodiesinto China as they musbmply with strict Chinese regulatioasd
rules.Suchcoercive powemmpose on western professionalccountingoodies like CPA
Australiasomemaodificationsto their proceduresChiang(2010 observes that
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govenments have the potential to act as coercive change agents as they can confer
legitimacy. Streeck and Schmit{@r985 point out that the state is not simply another
actor in the environment of an organisation because its abilitydiegitimaing

coercion makes @ quitedistinctivetype of actor. Sdb (20080 observestat the

regulatory power of the state can lead to the creation ofmstitutionalforms.

From a broader point of viewhina may also face coercive influences from global
bodies like the World Trade Organization (WTO) and the IASB to open up its
accouning service industry to western accounting firms and professional accounting

bodies(Doupnik & Perera, 2009

The existence of a common legal environnmasabaffects many aspects an

organsat i on6s b e h av Fooexampladga commitmerd;financiaé
reporting requirementand auditing standardhape orgasations in similar waysAs a
result, orgardationsbecomencreasingly homogeneous within given domains and
increasingly orgaised around rituals of conformityith wider institutions. At the same
time, organgations are decreasingtietermined by the constraints posed by technical
activities, and decreasingly held togethgroutput control§gDiMaggio & Powell,

1983.

Thereforethe effect of theChinese governmedits r e ganWwesternpmfassional
accountingoodiesshould beseen as an important coercive isomorphic element in the

development of these professioaatounting institutiond-urthermore, the impact of
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global bodies on the Chinese government should also be seen as a significant coercive
influence on the developmeot the Chinese accounting professida.examine the

external influencemposed by and on theéhinese government, the research mitlude
interviews with relevangovernment officials and kegICPA personnelananalysisof

legal documents and officiaéports will also be conducted

3.4.2 Mimetic Isomorphism

By contrast, mimetic isomotengtbmadeh occur s
themselves after similar organisations in their field that they perceive to be more
legitimate or successfu(DiMaggio & Powell, 1983, p. 1520rganisations may model

or adopt technologies or innovations from similar sudaéssganisations to enhance
their own legitimacylUncertainty is the force that encourages the imitation. Uncertainty
occurs when goals are ambiguous, or when the environment is uncertain. Then,
according to March and Ols¢h976), all organisations will model themselves to some
extent on other organisations. Such modelling mayrgnintentionallyas a result of
usingconsulting firms chosen frothe narrow range of the Big 4 accounting firms

(PwC, KPMG, Ernst and Young, aikloitte Touche Tohmatguor through employee
transfer. The aim is to avoid uncertairitycertainty is also a powerful force that
encourages imitatioMModellingis a response to uncertain@ne of the most dramatic
instances of government modelling was tHereby Japan's modersers in the late
19thcentury to model new governmental initiatives on apparently successful western
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prototypesThe government sent its officers to study the coutte,amy, andthepolice

in France, th@avy andthe postal systenm Great Britain, and banking and art

education in th&JS(Westney, 198 The Chinese government s
accountingoodiesmay be seen as an example of government modelling, that is

allowing multiple professiaal bodieso entertheir domestic markét which issimilar

to the way Japan adwestern models to redevelop its econo@sgansations tend to

model themselvesn similar organsations in their field that they perceive to be more

legitimate or successful.

At the professional levethe NZICAhas adoptethe procedures of successant rival
organisations such as the ICA¥ introducingonline teaching oprofessional papers
and reducing the qualifying degree period from four to three yBEICA, 20133.

With reference to China, the successful expansion into China AQGA in the late
1980s and Gha® convergenceith thelFRS havearguablyproduceda mimetic effect
in drawing in other western professioratcounting bodies. These theoretical
reflections show that external influences such as mimetic isomorphism may partly
addresshe second resedr questionfiHow dowesern professionahccounting boies
like CPA Australisexperience their expansiamo Chin&0 To facilitate a consideration
of the influence of mimetic isomorphism, which offers more certainty, more legitimacy
and the prospect ofiscess, documentary analysis and intervieitis key personneh

CPA Australia will be conducted

68



3.4.3 Normative Isomorphism

A third source of isomorphic orgaationalchange is normative and stems primarily
from professionasiation Professions are subjectthe same coercive and mimetic
pressures as orgaations Two aspects of professionsdiion are important sources of
iIsomorphism. One is the requirementfimmal educatiornn the disciplineandfor
legitimatingthat disciplinen a cognitive base pduced by university specialists; the
second is the growth and elaboration of professional networks that sparsatigasi
and across which new models diffuse rapitlyiversities and professional training
institutions are important centres for the depetent of orgarsatioral norms
(DiMaggio & Powell, 1983 Professionahssociations are another vehicle for the
definition and promulgatiorof normative rules about orgaational and professional

behaviour.

Within professions, mmbers of the same occupations strive to define their roles and
control their outputs. While professionals within an organisatiay differ as, for

instance, do auditors, audit@sethemselvesimilar to other auditors in different
professioml accountingorganisationgDiMaggio & Powell, 1983 Legitimisation

within a profession requires the same form of education and university specialisation.
Suchaneducation creates a pool of interchangeable professional members who occupy
similar positions aoss similar professional organisations. THLBA andCPA

Australiamembers may be legitimised by the same educational pesc€dten within

69



these organisations, the same structures exist with common career titles and pathways.
Normative isomorphism alivs the introductions of norms and values by staff from a
common profesenal background and traininghis occursvhen staff shift from one
professional accounting organisation to angtta&ing with them their former practices

and so influencinghe adption ofcommon procedures astiuctures

According to Scotf2003, i Wlike externally enforced rules and laws, norms are
internalised by participantbehavour is guided by a sense of what is appropriate, by
ongs obligations to others, by a commitment to common val(esl36) Jepperson
andMeyer (1991 point out that research focus has shifted to examining the effects of
individuals and organisational actions on institutions. There is more focus on what is
called institutional enépreneurship to offer a fresh insightamow institutions are
influenced by actors and human age(idiMaggio, 1988 Fligstein, 1991 Hardy,

Maguire, & Lawrence, 20Q4H. Leblebici, G. R. Salancik, A. Copay, & T. King, 1991
By putting human agencyabk intotheinstitutional analysis of organisations, NIS helps
fimove beyond the constraining effects of instituttfiéardy & Maguire, 2008, p.

213. Scott(2008under |l i nes that individual actor
conformity are key to constitute and shape the organisational structure. There is no
social structure or organisati withoutthe ongoing participation of specific individual
actors. Moreover, Jaffd2001) obseves that individuals have the ability to alter the
rulesandthedistribution of resource®r to exerciselagency to influence or alter the
environment and structural constraints. By using their influence, individual actors are
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able to create an envirorent which others must acknowledge and respond

(Greenwood & Hinings, 19960ften, it is in the interesbf anindividual actor to alter
anorganisatios goalgFligstein, 1991 Such individual actemay reside both inside

and outside the organisational environm&hus this study will recognise the

importance of individual actoess fi nst it ut i onhothinternat r epr ene

influence and extaal influence.

Therefore, lhe research wilhlso involveinterviews withfinstitutionale nt r epr eneur
According to Hardy and Maguir@008, these individuals flourish in emergifiglds

or fieldsin conditions of uncertainty, crisis, problems, tensions and contradictions.
Fields ardinetworks of social relationstructured systems of social positionshin

which struggles or mauvergake place over resources, stakes and ag(@s&es,
Townley, & Cooper, 1998, p. 2bAccording to Hardy and Maguir@008,

institutional entrepregurs dislodge existing practices, introduce new ones, and ensure
that these become widely adopted in the field. This may explainwebiern

professional bodies likEPA Australiaand the ACCAaveentered the Chinese market

to recruit new members, a stegly which effectively widens the existing practice of
marketing for members iustralasiao include the Chinese mark&here may also be
institutional entrepreneurs in the Chinese government who introduced western
accounting practices and professionadlies irio China.These individual actors may

be, for example, the Vice President of the Ministry of Finance in China or top

executives like the CEO and Strategy General ManaigéPAAustralia
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However, vihetherthe strategy of expansiocand the strateggf introducing western
practicesnvolve someidecoupling, so thattheybecomanitiatives madesymbolically
rather tharfor substantiveeasons, owhether they reflec genuinedesire for global
growth is uncertainThe next section of this chapter piges a review and discussion of

decoupling.

3.5 Decoupling

It has been suggestdtatsymbolicstrategies could be attempts at impression
management to deal with conflicting demands within a heterogeneous field and be
ceremonial responses aimed at resolvirigrnal conflict(Boxenbaum & Jonsson,

2008. Sometimes organisational sttues and procedures do not meet external
expectations or conform to the organisational image. This separation, whidkemay

i ntenti onal or uni nt e(Waick, 8976 Decouplirgg mayalsol e d
be seen aa form ofwindow dressingas when a professional accounting body
institutesedugt i onal a c c oforpradtising acéounpantsabtt énseality such
events held in theevening areusuallygiven to informal socialisingMoll, Burns, et al.,

2008.

According to Meyer and Rowgi977), decoupling occurs when instikonal rules
function as myths which are adopteddyyrofession to gain legitimacy, membership
andstability, andto enhance survival. Howevehese rules which function as myths do

not serve the demands of technical productidoreover, they decreaseternal
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coordination and control in the interesf legitimacy. Thus within an organisation such

structures becom@ecoupled.

Meyer and Rowali1977) argue that the spread of governmewversighthas caused
bureaucratic structures to be employed as the most effective and rationabimeans
controling subunits. lis taken for granted that such bureaucratic structures are
legitimateand enhance survival prospeetsthout regardor their impact on outcomes.
Such bureaucratic structures &vemalised andireregarded as legitimate and effective
without any attempt tassess to what degree it asreasd effectiveness. Hence the

process of decoupling may be observed.

Many researchers have long observed that organisations play active roles in shaping
their institutional context@Dowling & Pfeffer, 1975 Parson, 1956Perrow, 1970
Thompson, 1967/2003Meyer and Rowafil977) point out that organisations such as
automobile producers creaglemand for roads, fuel and transportation systess

well asattemping to buildtheir goals and paedures directly into social attitudes.
Automobile producers create a public standard defining a desirable car, which then
affects judicial regulations covering what constitutes ald®y give further examples

of instituonal symbolism: school administrators who create new curricula as legitimate
innovations in educational thegpgnd government requirements the codification into
institutions programmesround environmental pollutigiMeyer & Rowan, 197y

The resuls of such symbolic strategieselargely ceremonial and do not result in
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substantive change or necessanlyreasdechnical efficiencyHowever, br this thesis

it is important to observéhat institutional symbolism is aimed at shaping the
institutional contexts and constructing a formal, highly institutionalised structure that
functions as mythdt raises the question as to how mualeeentry inb China of

western professia@t accountingoodies, like CPA Australiais an attempt to build and
legitimise their goals and procedures as opposed to increasing membership or
improving technical efficienc Again,aparallel is universitiesyhich establis
international relations departments with a view to increasing the number of students
from overseasvhenthe reality is that the department serves to legitimise and build the
window-dressing goals of the institutions waharge cabinet of gifts and plagraphs

from foreign universitiedn the same veist he Chi nese government
foreign professioal accountingoodies alegitimising windowdressingexerciseor is it
really aimed at promoting technical efficigfcTo answer these questions lwéquire
interpretation of the views of informed observers or close documentary ardltses
degree to whiclthese initiativesreeithersymbolically aimed at shaping their

institutional context®r are substantive tionprovingefficiency.

As Meyer adl Rowan(1979c o mme nt , fi Nesardilledwitls insttutienal
rules which function as myths depicting various formalgtres as rational means to
the attai nment 35). Thesesnythsate Hiftused thrdughorelatigmal
networks and have legitimacy based on the supposition that they are effective.

Organisations may often claimsgmbolicrole in developindgheir formal structuref\s
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Meyer and Rowafl977o b s er v e, Ratroasagtivety segkacharters from
collectiveauthorites andnanage to institutionae their goals and structuresthe

rules ofsucha u t h o r .i348). leosexamplg the first professaaccountingoodies

in Scotland and England sought such charters to institutionalise their goals and
structuregLee, 199%. In this way, organisations attempt to professionalise by
symbolicallycreating rules of practice that are enforced by agencies of government. The
pointis thatthis kind of isomorphism incorporates elements which legitimate externally
rather than in ter ms o Accaumtdndisanibustratpnof T h e t
this kind of ceremonial myth conferring legitimaejthout necessarily improving

efficiency.

To institutionalise their goals and structures, Meyer and R¢®&#v) comment that

firms like Rolls Roycesymbolicallyii e s thaherhsehges as central to the cultural
traditions of their societi e38).inthesame er t
way, professionahccounting bodies likine NZICA seek to establish themselves as

central to the cultural traditions of WeZealand in order to gailegitimisation and

official protection(NZICA, 20139.Chi nadés CI CPA has establis
way to keep foreign professional bodies limited to a secondary role. Such symbolic
strategies meainstitutions wil incorporate elements which are legitimated externally

rather than in terms of efficiency. A further decoupling is achieved by employing
external Aceremonial 0 criteria (Meyerl&egi t i |
Rowan, 197Y. Meyer and Rowafil977) give an example of myths that interpret and

75



explain actions such as those suriing doctors and accountantiey argue that we
can say accountants will perform certain task& do spwithout knowing who these
accountants are or exactywhhah ey wi |l | do. @ABoth the spec:
understand such statements to describe hi

(Meyer & Rowan, 1977, p. 349

According to Meyer and Rowalif1977), ceremonial assessntesriteriaareused in

accounting

For example, the conventions of modern accounting attempt to assign

value to particular components of organisations on the basis of their

contributionit hr ough t he organi s aittoitens é pr od:
goods andservices the organisation produces. But for many linits

service departments, administrative sectors, and othéns utterly

unclear what is being produced that has clear or definable value in

terms of its contribution to the organisational prodypt 350)

In this way, through mythical systems of shadow pricing, accounting places
ceremonially derived production functions on service departments which have no
production function. Such ceremonial criteria legitimate organisaitiotie eyes of

their exernal stakeholderdt is the lack of a production function which often serves to

identify a symbolic strategy.

Ouchi and McGuiré1975 conceive of a continuum along which organisationsbean
ordered. At one end are production organisations with strong output controls and at the
other are institutionalised organisations whose success depends on confidence achieved
by isomorphism with institutional rules. Formal structures that celebrate
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institutionalised myths are different from structures that act efficiaglthey are more
concerned with goals and appearan@ganisations may face the dilemma of
celebrating institutionalised rules or promoting efficiency. Many institutions employ
professional consultants to assist their decisimaking and possibly improve
productivity. But the overriding ceremonial reason is to maintain internal and external

legitimacy(Meyer & Rowan, 197)

Conflicts may also arise betweentihgional rules and efficienclgecause the former

are couched at high levels of generalisation whereas technical activities may be specific
and contgtual. But the problem of conflict arises because institutional rules are often
inappropriate to specific situatiofieyer & Rowan, 197)( Such conitts are resolved

by decouplingwhich require organisations to protect their formal structures from

evaluation on the basis of outpuishi s r esearch questions CP/
China, asking how much is their Chinese structure condemita substantive

strategiesMeyer and RowaiL977) argue that the advantage of decoupling is that

formal structures are assumed to be working and protecteddvaluation criteria

involved in technical activities

Thus, decoupling enables organizations to maintain standardized,
legitimating, formal structures while their activities vary in response to
practical considerations. The organizations in an indysénd to be
similar in formal structure reflecting their common institutional
originsi but may show much diversity in actual practige 357)

Meyer and Rowali1977) believethat formal orgarsational structure, with its highly
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rationalsed appearance, ¢ecoupledrom actual orgasational practiceln the same

vein, Ribeiro and Scape8006§ claim that:

Formal structures and procedures are adoptedrder to acquie
legitimacy and guarantee the resources required for the survithkeof
organisation, but they are detached from the everyday organisational
practices s@s not to disturb the normakocesses of daily operations

(p.97)

Such detachment from everyday girees with its emphasis on appearance may be
identified as a symbolic response to gain legitim&oymal structure has much more to
do with the presentation of orgaationaltselfthan with how things actually transpire
within anorgangation. Formal strcture is mythical and ceremonial, a kind of symbolic
window-dressingMeyer & Rowan, 197)f When decoupling is significant, there is a
substantial dicrepancy between formal structure and ogdional practicesuch as
occurs when rules and procedures become cultural rather than technical processes

(Carruthers, 1995Such cultural processes it is argued are symbolic.

NIS believes thainstitutions matter, andesearchers embrace the importance of culture,
particularlyconcerninghow the social world is constituteand cogreed by social

actors. Isomorphism meatigatthe congruence betweémeinside and outside of
organisations is not dictated by technical criteria. The process is a cultural and political
one that concerns legitimacy and power much more thamegity alongCarruthers,

1995 Orru et al., 1991 This thesis argues that such concerns may be applied to

national institutions, such as the Ministry of Finance in China to explain its drive to
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welcome western professioradcounting bodies.

In generalNIS takes exception to rational choice interpretations. If there is

convergence among orgaaiions, it is not necessarily because market competition or
some other quagdarwinian process has forced them to adhere to the optimal form
(Carruthers, 1995 If, for exampleprgansations devote considerable energy to the
developmenand elaboration of rationaéd rules angirocedures, it may not be because
these produce decisions or outcomes that
efficient is not the only path to organizational survival. Achieving legitimacy in the eyes
of the world, state, powerful professions,society at large, is arfwr effective survival

st r a (Carmthiets, 1995, p. 3L7Thus, although the Ministry of Finance in China

may endorse the ideal of welcoming western professawtunting bodies to recruit

in China, some decoupling may occur as Chinese culture and standards may still prevail
and western accounting bodies mayallewed only members with restricted

permission to operate in China.

Powell (1997 points out how, through the media of the modern staleesfessions,
institutional pressures affect the orgaation and poliesof for-profit corporations. He
concludes that it can be difficult to separate technical and institutional factors, but not
only because the latter occasionally masquerade asrtheri@®iMaggio, 199). It is
acknowledged that this research will require careful interpretation to tease out technical

from institutional factas. Similarly, Orru et al(1991), in their analysis of business
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groups inJapan, Korea and Taiwan, argue that institutional arrangements operate at the
core of technically dominated environments. What happens is that socially acceptable
and culturally legitimate means are used to achieve a given end. In their analysis,
institutional effects do not compromise the pursuit of technical ends so much as they
enhance ifOrru et al., 199)L Economic actors can pursgeveral goals simultaneously,

and do not concentrate on profits to the exclusion of all else.

Decoupling plays an important role in the institutional processes, for it allows an
organgation to naintain its institutionally prescribed appearances (via formal structure)
without having to compromise actual operatidviainstream accounting theory

believes that accounts can help produce better decisions. Dutifully followed, the
application of accountg rules will generate information that will inform orgsational
decisionmakers about their situation, and help them to select the optimal strategy
(Carpente& Feroz, 1992 Carruthers, 1993Ribeiro & Scapens, 2006If accounts are
being used more to justify decisions than to generate them, howet@make

decisions look good rather than to make them rational, then we would say that the
rationalsed form of accounting is decoupled from actual orgmitinal decision

maki ng. AWhat ever accounting mani pul ati o
drackstagéin order to be effectivdt is hard to maintain appearances if theotgting
becomes too transpareérfCarruthers, 1995, p. 31%or that reason, symbolic

strategies aimed at appearance will not be transparent or readily acknowledged.
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3.6 Summary

This chapter has been organised to review the elitiarsture with regard to NISt

comprises several sections, each discussing key elements of NIS which are necessary to
understanding and illustrating the arguments and analysis of the findings in this thesis.
While the first few sections describe and explain the scope of NIS, theskxttem is

of more specific importance. Decoupling is discussed at length because it is a key
consideration in the analis of the empirical finding®ecoupling provides a link

between NIS and legitimacy theory in that it explains how symbolic strat@giesmed

at some kind of legitimisation rather than directed at technical efficiency. The next
chapter extends the literature review to cover aspects of legitimacy which concern this

thesis and to further forge the link between NIS and legitimacy theory.
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CHAPTER 4. Legitimacy
4.1 Introduction

This study follows the thinking of Suchmgl®95 and incorporates both strategic and
institutional orientations. festudy accepts that managers can and do construct
symbolic relationships with their stakeholders to engender desirable legitimating
perceptions. In this respesuch a compromise position leaves a distinction between
Asymbolico and Asubstantived actions.

of this chapter.

The chapter begins with a sectionlegitimacy and orgasational heterogeneity

(section 42), which contributes important links as it discusses instrumental and

pluralistic struggles in institutions and brings in the concept of heterogeneity as opposed

to homogeniy. Following such a discussion,igappropriate then to introduce specific

elements of legitimacy: pragmatimoraland cognitive as these elements are essential

to laterdataanalysis in this thesisection 4.3)A section then follows on legitimacy,
institutions and the social contract to discuss how institutions seek to agoid th
legitimacy gap(section 4.4)Next, there is an evaluation of the substantive and
symbolic strategies that are central to the analysis of the fin(Begson 4.5)Such an
evaluation draws from the literature to show symbolic models, substantive randels
an interesting model where there idisconnectiorbetween management expectation

andstaff practices. Finally, the chapter concludes with the section that considers the
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problemthatarises when developing countries attempt to converge their national

systems with Anglésaxon transnational systeifsection 4.6)

4.2 Legitimacy and Organisational Heterogeneity

DiMaggio (1988 argued that there is a need to study poavel the entrepreneurs who
actually create institutions. Friedland and Alf¢t®91) added that the dichotomy
betweentechnc al and i n sassunes aniinstituteeihee dorceptoa of i
interest and power, and maintains the materiaesalist dualism in which actors have
objective interests, which can bedemstood independenttyf t he act or s o

under st @2d)i ngs o

In this respect, Lounsbury (2008) draws useful attention to the instrumental approach

advocated byliver (1991 who suggested that:

Attention be paid to the vamiis ways in which organizations
strategically respond to institutional
always blindly mimic or acquiesce in the face of institutional pressure,

but they can also seek compromise with multiple constituents, engage in
avoidancedactics, and try to manipulate sources of pressure, or merely

defy or ignore institutional demand®.352)

Compromise and avoidance may well apply in the case of accounting prodféssion
bodiesexpanding into other countries where the local staff may tidfezent objective
interests and understanding to that of senior management situated in an overseas head
office. For example, Westphal and Za{a4€94) in their study found thanhary

corporations announce the adoption of incentive plans to tie executive compensation to
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company performarg; but fail to implement themAgain, this finding drives home the
point that actors (maylstaff at an operations level) can engage in manipulative
symbolic action in order to satisfy senior management that their strategic actions are

being employed.

Symbolic actions which Meyer and Row@®77) descibe as rationated myths

become a kind of institutional rationality to shape individual behaviour. They trgue
rati onal areratbnabay andimperonal prescriptions that identify various
social purposes as technical ones and specifyutedike way the appropriate means to
pursue these techni c-844).Cohu rnpacdsse scvatimavteir greanlcl
Internationalaccountingstandards may be seen as identifying social and economic
purposes with technical ones and, thus, of necessitydp to allow some access into
China ofWesternprofessionalccounting bodies to confer legitimaoyernationally
Such instrumental approaches are highly institutisedland thus in some measure
beyond the discretion of any individiparticipant oorganisationMost importantly,
Meyer and Rowalil977 s u g g e sirtstitutiomad énvirénments are often pluralistic,
and societies promudde sharplyn c o n s i s t @.856) Itmightights iow multiple
forms of rationality may exist, providing a foundation for the explanation of
organgational variety rooted in institutional as opposed to instrumental rationality.
Institutional theory as a theory whitative passivity suggests that institutional
approaches should be able to provide robust explanations of the sources and
consequences of heterogeneous, not just homogeneous, behaviours and forms.
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Thornton(2004, p. 6%def | nes 1 nst i tthesaiabyrcanstructed, bistocical a s
pattern of material practices, assumptions, values, beliefs, and rules by which
individuals produce and reproduce their material subsistence, sgdgené and space,

and provide meanig t o t he i rLoumsbury(2@0l) enmpleassds that t0 0
demonstrate the power of logics, it is necessary to show how a multiplicity of broader
cultural beliefs and rules structure cognition and guide deers@king of actors in a

field. At the societal level, the capitalist market, bureaucratic state and the nuclear
family can be conceptuaéd as logics that constitute the interests of actors anebther
shape cognition and actigRriedland & Alford, 199). At the level of industries, logics
consist of common pducer déntities and valuation orders that structure the decision
making and the practicesdfe pl ayer s i n(Thorntprr&Odasio, 1999ar k e
p. 809. That is, they focus the attention of key decismakers on a delimited set of

issues and solutions, and fundamentally shapesthn proesses and outcomes

(Ocasio, 199y,

Lounsbury(2007) extends this approach by demonstrating how contending logics
fundamentally shape variation in the practices and behawfalistinct groups of

actors. For example, the US mutual fund industry, funds in Boston tended to focus on
conservative longerm investing and relied on passive money management strategies,
while funds in New York concentrated more on active money maragestrategies
aimed at rapid appreciation of principle. These two distinct logics, rooted in different

geographic locations, led to different forms of rationality. Boston based funds tended to
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make core strategic decisions about money management batbesr salative

efficiency to peer funddyy contrastNew York funds made decisions based on their
relative performance to peer funds. Thus, performance and efficiency are not universal
triggers for decisiommakers, but are institutionally contingent, lvistcase, based on the
relationship of logics to different groups of actors located in different geographic

locations.

Lounsbury(2000/6s r esear ch hi ghlonsggrmNISreseprclsawaye new
from the study of isomorphism and towards an understandioganisational
heterogeneityLounsbury(20076 studydispek more restricted views of IS while

helpingto open new analytical avenues and arghasa focus on institutional

rationality in the form of multiple, competing logics can be particularly fruitful. While

there has been some good work in this direction, much more needs to be done t
understand where logics and new practices come from and how they relate to each

other. Thus, the thesis will seek to identify the competigg$odriving western

professional bodie® the Chinese accounting market. Heterogeneity can also be used to
explain the political and commercial preferences that could become apparent from

different geographical areas in China.

4.3 Element s of L egitimacy: pragmatic, moral and cognitive

Suchman1999def i nes | egi ti macy as, Afa gener ald]

actions of an entity are desirable, proged appropriate within some socially
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constructed system of norms, values, bel|
legitimacy is to a social group as a whole notwithdiag individual reservation.is a

means to establish social legitimacy ane underlying philosophical positions that are
reflected in the concepts of legitimacy are designed to be congruent with current social

values and beliefs.

Between an organisation and its cultural environiidete is a need to share the same
ideas owvalue as to what constitutes legitimaghe emphasis being not so much what
is desirablebut whatis recogisable and understandaltheit would explain and justify
an organi s a{Meem&Ssott,dIBB Suthmar(€995 points out that the
concept of legitimacy seems to divide academic studies into two distinct groups:
strategic or institutional. The strategic studies emphasiselamdual ormanagement
perspective which manipulates and use effective symbols to gain societal support
(Ashforth & Gibbs, 1990Dowling & Pfeffer, 197%. By contrast, the institutional
studies emphasise cultur al pressures whi
(DiMaggio & Powell, B83 Meyer & Rowan, 197) While the divisions between
individual/management strategic and institutional legitimacy armpartant
consideration, it is the concept of legitimacy being driven by coatibims of

pragmatic, moral or cognitive considerations that this thesis uses to ekyelaimrd
research questiomow Chinese accountants and accoungragluates view

membership ofVesternaccounting professional bodiasd what are their actions
(symlolic or substantive) in respect ibfatmembership
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Pragmatic legitimacy restsontheselht er est ed cal cul ati ons o
immediate audiences according to Suchifi®95. Aldrich & Fiol (1994 point out

that for selfinteresed reasons organisations may emphasisr image and legitimise

such an image by advertising. Moreover, image advertising may foster generalised
attributions of good disposition. Whether such calculations are driven strategically or
institutionally as aesult of cultural expectations is not resolved but what is motivating

IS a desire to build and maintain a reputatimndompetence and reliabilitwhen

pragmatic strategies of legitimacy are preferrefoting by institutions oaccountants

will be designed to appeal to consequentialist values and beliefs. Thus, individual
accountants might seek membership of @RAtraliabecausehey believe thaCPA

Australiawill further legitimise their domestic Chinese qualifications. The Chinese
government may elcomeCPAAustralisds entry into China beca
such foreign professiahbodies f urt her | e gi theastreangvoi€hni na 6 s
international accounting and financial organisations. Pragmatic legitimacy relies on

audi e néneed, weeeehsfmoral and cognitive legitimacy dq®wthman,

1995.

As mentioned previously, onal legitimacyd o es not r el y-interest audi en
(Suchman, 1995Ashforth andGibbs(1990 conclude that for organisations their best

hopeis to accumulate a record of technical succeéashman and Eyrd 992 continue

to observd that within the contemporary rationalist order, technical performance not

only establishes consequential legitimacy but it also exertsoyatl effects omoral
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dynamics to provide as$éing validation for proceduresd structured-or individuals

the normative dimension may be to seek from others approval for their actions, in the
sense of doing what others think thehoulddo; suchas improving technidakills. It is
important to note that moral legitimisationnges with a warning from Selzni¢k949

that it carries a substantial likelihood of unanticipated goal displacement and possibly
public cynicism. In this respect, the thesis considers the motivations of CPA Australia
i is the professional body driven by considerations of technical success and efficiency
or isthere some goal displacemelnkewise with the Chinese government, is it

welcoming western professional bodies for technical accounting reasons?

The thirdelementof legitimacy as suggested by Aldrich and FH@bP94), is based on
cognition rather than on satiterest or evaluation. Generally speaking, there are two
significant variants of cognitive legitiacy: legitimacy based on comprehensibility and
legitimacy based on takdor-grantednesg€Suchman, 1995 DiMaggio and Powell

(1991 suggest that to provide legitimacy based on comprehétysithe larger belief
systems and the experienced reality of
Whereas the cognitive legitimacy based on takergrantedness is identified as

exterior and objective. This kind of takéor-grantedness, as Suchm@995 claimed

is the most subtle and powerource of legitimacy identified to date.

Suchman(1995 considerghat toachievecognitive legitimacy, gatekeepers may be

employed to grant certification to label institutions and grant preferred definitions to
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these institutiondt would seem that the Chinese government gatekeepers have granted
CPA Australiaquasi status in that CRPXustraliais labelled asnferior tothe Chinese
professionahccountingoodyi CICPAINn terms of its accreditation within Chind&hile
pragmatic and moral legitimacy can be arrived at by-lbesefit appraisals or etfal
judgements by way of public discussiaognitive legitimacy implies unspoken
assumptions as to professional legitim@dgpoper & Xu, 2012 It may be the Chinese
government derives some cognitive legitimacy byng open to western professional
accountingoodies In the same way some Chinese accountants mayMestern
professionakccountingoodiesbeing motivated by taken for granted assumptions as to

their international status.

These observations as to pragmatic, moral and cognitive elements derived from the
literature can better explain from the point of view of legitimy howbe qgfuest i ons
asked by this thesihis is not to say that any one element of legitimacy is necessarily
sufficient but rather that all thréepragmatic, moral and cognitivemay be combined

to varying degrees. To make it clear that such elésrame intervals on a range, the

thesis constructs a matrix to analyse the dominating elements as derived from interview

data.The matrix is further explained in section 4.5 of this chapter.

4.4 Legitimacy, Institutions and the Social Contract

Suchman(1995 draws attention to the connections betweenilagity and

institutionalisatioras being virtually synonymous.Bot h phenomena empo

90



organisations primarily bypnakingt hem seem nat ur(&uchmannl®95me a n |
p. 579. That legitimacy is a goal of institutions is observed by DiMaggio and Powell

(1983 whoi n t heir | andmark article state that
after similar organisations in their field that they perceive to be fegitimate or
successfulo (p. 11972 pbservdithat @ganisatiord suBhcas/ a n
professioml accountingoodiesare highly institutionaied and beyond the discretion of

any individual participant and so, suglganisationsnu st fAbe taken for

|l egiti mateo (p. ®d4)AThleh edye Ifeugathiean aafg uaec
occupations is socially expected and oftenllegay o bl i gat oryo (p. 34/Y
occupational social expectations and occupational obligations as contributing to

legitimacy are now developed to understand the motives mvidcls seeking to

belong to grofessiomal accountingoody.

Legitimacy theory with regard to organisational legitimacy is defined by Lindblom

(1999 as:

€éa condition or a status which exi sts
congruent with the value system of the larger social system of which the

entity is a part. When a dispayjtactual or potential, exists between the

two value systems, therey((P2® a threat

The definition views organisations as being part of a larger social enviro(@Grewyt
Kouhy, & Lavers, 199§ but it can also be extended to individuals who seek to belong
to awesternprofessioml accouning body That is Chinese accountatg belonging to

westernprofessioml accountingoodiesbecome part of a wider social environment.
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Within this larger social environment, it is held that a social contract €fastbrie,

Petty, Yongvanich, & Ricceri, 2004however, in this case, the contract is between the
professioml accountingoody which grants status and recognition, and the individual

who gains credibility from a respected organisation. Organisations are now being
bequeathed with Al egitimacyo based on t h
by sogety, that is, for individuals, membership of a recognised profession is necessary

to enjoy continue access to the accounting mg&ampbell, Craven, & Shrives, 2003

Deegan and Rankif1996 state that a breach of the social contract i.e. failure to

comply with social expectations may lead to a revocation of the contract, which means

the organisation then risks sanctions forced upon by the societgf@ssiorl
accountingoodycould lose theight to audit within a certain jurisdiction. For an

individual accountant it could mean losing professional membership. For example, an
accountant could be strudif for unethical behaviour and forced outtbé
professionahccountingoody In accordanceith legitimacy theory, if a body perceives

it has breached the contract or its legitimacy is in question, a number of combative
strategies can be appli@idndblom, 1994. First, a body can seek to make appropriate
internal adjustments to close the legitimacy gagp@mmunicate #se changes to shift

the relevant publicdéds expectations. Secol
changing public expectations, the body s
deflecting attention from the issue of concerntteeoissues. Finally, a body may seek

to adjust societal expectations of its performance rather than making internal adjustment
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to close the legitimacy gap; arguably the audit industry is doing this by claiming to be
watchdogs not bloodhoun@sunn, 2003. By contrast, individuals claitegitimacy by
being in gprofessioml accountingpodyand, in that respect, twarofessional
accountingoodies one local and one international, may be preferred as conferring

greater legitimacy.

Given that legitimacy theory itself is said to be derifredh the bourgeois stream of
political economic theor{Gray et al., 199bthis thesis, however, still allows that
legitimacy theory has the potential to present atiepth understanding of multiple
membershipsf professionabccountingoodies Therefore, it is crucial for this thesis to
make use of legitimacy theory, particulady its ability to explain the potential

existence of a social contract.

As argued by Abeyseke(@008, a social contract essentially envelopes the whole
legitimisation process. The growing interest in multiple professiaocebunting
memberships offers a more refreshing concept of social contract driven by a broader
range of socigeconomic changgertaining to increasingly sophisticated society, the
surge in service based industries, changing patterns of interpersonal activities and the
emergence of the network society, being digital, virtual and interconn@eég &

Guthrie, 200). With these broader soegconomic changes, it is expected ihathis
studythere will be a shift in value drivers with globalised professional resources taking

precedene over traditional national professior@countingoodies.
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The above arguments may not be enough to strengthen the link between MPM and
legitimacy theory as the social contract, a core ingredient for legitimacy theory, has not
or probably cannot be expiily established. However, the term social contract cannot

be known with any precision and different professions will have different perceptions
about those various terf® 6 D o n o v 3. MPM i Qilbagthevoluntary stage,

which means there is no legal requirement to jgancdessioral accountingoodyi let

alone two. MPM therefore, at least at present, can only be corgs@epart of non
legislated societal expectations that embody only the implicit terms of the social

contract(Gray et al., 1996

Archel, Hussilos, and Spen(2009 propose a way to expand the explanatory power of
legitimacy theory by explicitly considering the role thia¢ governmetplays in the

context of MPMAs government policies are meant to protect thegdmwellbeing of

the public.Therefore, within the context of this research, the rotb®{Chinese

government in introducing the concept of MPM can be ssenpotential for a more

explicit terms of contract betweg@nofessional accountingpdiesand the society. While

the involvement of government may not necessarily lead to mandated law, the key to an
implied social contract, as argued by Abeysek2888 is that there should be some
involvement of government in promoting an implied social contretvéen the

professional accountingodies their members and the society (represented by the

government).
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The almost invisible social contract becomes apparent when there are changes in
community perception on hoprofessional accountingpdiesadapt to te social
expecthti sosi efiydos expectations about per
organisation will need to show that what it is doing is also chaogibgegan &

Unerman, 2006, p. 2)3With respect to the legitimacy gdgndblom (1994 states:

Legitimacy is dynamiaithat the relevant publics continuously

evaluate corporate output, methods, and goals against an ever evolving
expectation. The legitimacy gap will fluctuate without any changes in
action on the part of the corporation. Indeed, as expectations of the
relevant publics change the corporation must make changes or the
legitimacy gap will grow as the level of conflict increases and the levels
of positive and passive support decredpe3)

When there is no direct threat to a profession, professions will afteratsymbolic
approach to strengthen the appearance of legitimacy, but when they follow others, in
mimetic isomorphism then the strategy may be considered more subs{@dagan,
2009.Forexanp| e, CPA Australiads entry into Ch
by following otheMWesternprofessional accountinigodies CPAAustralia seeks greater
efficiencies and effectiveness as a global professioody Under legitimacy theory, it

is sug@sted that if a profession or an individual believe their survival is dependent on
being legitimate, they will pursue strategies to ensure their pogieagan, Rankin, &
Tobin, 2003. Societies also expeptofessional accountingodiesand their members to
communicate that they are abiding to the terms of the social cobyracbviding
information illustrating how they serve to benefit society and how they may improve

their activities and capabilities. However, with no direct threat to a profess&iodyor
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their members, any new initiatives will be aimed at preventimgigirhacy gap

(Deegan, 2006

Professional legitimacy comes from an understanding of a large social environment. An
intangible social contract exist between the professional accounting bodig® and

wider public. For such professional bodies to acquire and maintain legitimacy, they
must fulfil their expected obligations to society within the recognised boundaries of
their discipline. Next section of this chapter will provide a thorough discuseio

legitimising strategies that can be adopted by institutions and individuals.

4.5 Legitimising s trategies: Substantive and Symbolic

Institutionsand individuals to achieve legitimisation will adopt either substantive or
symbolic strateigs or some combinan of both(Ashforth & Gibbs, 1990 To explain

how these legitimising strategies may be used by organisatsbmdividualsthis

section will illustrate various scenas drawn from the literatur&.irst, examples of
substantive actions are cited, followed by some examples of theyammggit of

symbolic strategiesNext, the more interesting cases for this study of disjunction
between management and staff are detailed. Finally, this section will explain how this

thesis adopts the legitimising strategies to analyse the finding.

Substantive actions bring about changes to outputs or changes in terms of technical

processes or efficiary. Okike (2004 provides an exemplar of substantive change
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occurring when the Nigerian governmevdsdetermined to improvéne technical

efficiency of the Nigerian audit profession. The result was the implementation of
substantive changes to processes, improved standards for auditors to follow, stricter
adherence to the code of ethics, accompanied by disciplinary actionearidgér

regulation of the smaller audit firms. Sometimes substantive change may be the result of
coercive measerput in place by governmenguch examples can include

environmental regulations or conversely, Ashforth and G{b®80 provide the

example of American tobacco firms implementsulpstantivestrategies to defeat
government initiatives aimed at limiting their advertising, levlait the same time

attempting to manipulate socéperceptions of what is legitate.

By contrast to substantive actiongpolic actions are often preferred because they
avoid internal conflict over material changes and involve little (or none at all)
implementation(Ashforth & Gibbs, 199D Moreover, symbolic change is much more
strongly identifiedwith a desire for legitimacyAn illustration of such a desire is
exemplified inEdelman, Abraham and Erlang@®©92 study of a liberal arts college in
America which introduced affirmative @t policies with regard to the comgition of
its teaching staffHaving such a policy of affirmative action in place gives an
appearance of being socially responsible. In many such cases, affirmative strategies
effect substantive changes to benefit dbcdeprived sections of theommunity.By
doing so, institutions may register their social legitim&tywever in the case cited by
Edelmaret al(1992), the findng was that the appointed affirmative action officer
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exercised sufficient flexibility in the hiring process to effectively negate implementation
of the policies that #n management had put in plaBg.such means, the officer
conferred legitimacy upon tlmllege while simultaneously attending to divergent

concerns relating to its teaching staff.

Similarly, Brunsson and Olsg1993 found that management reform strategies at
Swedish Rail were formally implemented withoalyampact on daily operationk.

emerged that the reforms required the collaboration of various operational departments
who accordingly collaborated as long as the reforms did not affect their wanly in
significant way.Thus, symbolic strategies have the feature of bearing little impact on

production activities.

Finally, with reference to symbolic strategies, Westpimal Zajaq1998 report on the
symbolic management of corporate governaef@ms or more precisely, the adoption
of long term incentive plans, even if such plans are not implemented. They ask, why
socially legitimate verbal explanations may also favourably affect the stock market
response, while at the same time diminish thelilood of other internal governance
reforms. The positive reaction to such plans is, according to Kumar and Sopariwala
(1992, consistat with the view that there will be a lower degree of agency problems
and lower agency costs subsequent to their adoptidhis case, the focus is on the use
of verbal commuitation to manage impressiot&moche(1995 observeshat

organisational reality can be socially constructed through a catndn of ritual and
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languagelndeed, the most useful symbolic strategies must in essence combine ritual

with language. In this respect, Westphal and Z&868 explain:

The symbolic adoption of new long term incentive plans may be
particularly effective irthis regard, because it not only meets the
specific demands of corporate stakeholders for greater managerial
accountability but also reifies basic, meritocratic values and associates
them with the CEO and his or her decision mak{pg147)

Such symboli@actions and communications affect power and control relationships
within a firm and exemplify socidheories of agencyAs Westphal and Zajgd 999

explain symbolic strategies are a means of responding to investors calls for visible
governance reforms. Further, they argue, that the extent that firms comply with the
wishes of iwvestors through symbolic action rather than substantive change is evidence

that the influence of investors is less than expected.

Within an organisation, strategies, whether substantive or symbolic, may be the subject
of adisjunctionaldiscourse, which duces conflict and misunderstanding. It can result
that some actor@nanagementyithin an organisation internalise change as substantive
while otherg(staff) internalisethe same changes as symb@ostova & Roth, 200R

This comes about because the actors involved have not commonly objectified the
discourse and internalised differing subjective interpretatiémsan institutionalisation
process to be fully completed there is a need for internalizatidrobjectification

(Kostova & Roth, 200R However, objectification does not exhaust institutionalisation

(Hasselbladh & Kallinikos, 20Q0Indeed, when ideals, discourses and techniques are
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notcoherent, subjectification, i.e. the invisible side of the institutionalisation process, is
hindered. A more invisible side of institutionalisation lies in the internalisation of the

new rationales by organisational actorsammei ng fft he wangthemrolésor s u
and enat them according to, against,orregd | es s of t h eBambrinetw r a't

al., 2007, p. 208

In the same way, Byer(2008 points outhational states promote world norms with

which they have no capacity will to implement Meyer (2008 continues to argue

t h agiven thé enormously exaggerated models of the properiatdividuals and
organizations ali&i characteristic of the modern world, any respectable reform should
have excell ent pr os p(p.80)sSimiladyr Brudssas(1989p | e me n |
observes there is often within institutions a contrast betwe#ydk and practical

action This accounts for the high frequency of orgational reforms and the lack of

consequences for much rafo(Brunsson & Olsen, 1993

What i s cal |l eiadgolree ofsansiderable pehsitmrgaswhen

powerful and interested actors create rules and processes in institutions. Thesgectors
desirous of control and expecting the&srbe implemented in practiceleyer (2008

explains that such practices may netilmplemented as intended because local
participants simply cheat on the organised actoragiionally going their own way and
violating the rules. Meyer and Row@l077) offer alternative explanations for loose

coupling. They argue that many activities are perforneaibd the purview of
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managersin particular, delegated performance in organisations that encourage
professionalism, where activgs areikely to be delegated, are likely to experience little

close supervisn. In such casesf goals are ambiguoyghe staff concerned may

subjectify implementation and output or outcomes data on performamceée

eliminated or rendered invisibl®loreover,in such circumstances inspection and

evduation may be ceremonialisddeyer and RowaKil977) argue decoupling is not
sustainable if it is not coupledwt h At he | ogi c of confidenc:
ceremoiml inspection and evaluation. The assumption that thin
that employees and managers are performing their roles properly, allows an organisation
to perform its daily rotines in adecouple structurd&ourguignon, Saulpiand

Zarlowski (20069 in their case study of French {Rfail explain how the diffusion of
management innovations @ed their adoption without implementation. In doing so,

the organisation could conform to their environment while buffering the technical core

of their operations from environmental pressures and uncertaiBtiesguignon,
SaulpicandZarlowski(2006 alsopo b s er ve t hat , fAMhekeafr ance |
conformity is often presumed to be suffi.
interesting inthis thesis is whether there is a disjunctim@tween management who

assumehat theirstaffwere implementing the substantial changesl thestaff who

treated the proposed changes as symbBé&cause of geographical distance and

different cultural and sodi@nvironments, such a disjunction may come about when

good faith is assumed. Aourguignon et al(2006 argue intheir study of French Inf
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Rail: the assmption that things are as they seem, that staff are performing their roles

allows an organisation to perform.

Bourguignon et ab €006 explanation of tts kind of decoupling between the formal
structure and work practices is interprei
power games and the willingness to appear legitimate in the eyes of both external and
internal constituencie®ourguignon eal. (2006 argue that because the foundations for
external and internal legitimacy are clearly different, by formally adopting new
management strategiestbxternal legitimacy of management is preserved while actual
practices remain aligned with the working rules and routines dt#iie The case

study ofBourguignon et al200§i | | ustrates the i mportance
regarding the adoption of innovations. What is important is not whether a new
management strategy is an innovation but whether it is perceived by actors as an

innovation.

Dowling ard Pfeffer(1975 refer to substantive legitimating techniques when

institutions adapt their outputs, methods of operation and goals to conform toipgevalil
definitions of legitimacyBy contrast, symbolistrategies, which may involve

decoupling, attempt through communication to become identified with symbols, values

or institutions which have a strong base of legitimacy. $206@80 comments that,
AOrgani zations are also more | i khertare t o d:

highly symbolic gains from adoption but equally high cost assocwetad
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i mpl ement at Suchrecouflipg.coull @r2ould not apply to the Chinese
gover nment Owestemprofessiomed acaodintingpdiesor, indeed, to those
profesional bodiegonsidering entry tan emerging overseasarket, where neither

institution wants to bear the high cost of substantive implementation.

Sudiman(1999poi nt s out t hanostlbndlesamafieability 6f, fAt he
symbols and rituals in contrast to the hardness of material resourcegteoches, the

former provides ready targets formamip at i on by maForager so (p.
institutionalists, and for this thesis t|
distinguishing within a matrix framewokkeeTable 41 and Table 4) the substantive

strategies from the symbolic. A study by Kaplan and Harri$883 found that

symbolic strategies included lobbying to gain indemnification for directors. Miles

(1982 found that symbolic strategies by tobacems led them to hire lobbyists asdt

up their own scietific centres to fund studie8s Scott(20080 observes,

AOrgani zations are affected and even penc¢
capable of responding to these influence attempts creatively and stratégicdllyp.. 1 7 8 )
Deegan(2006 explains the difference between symbolic and substantive is not
necessarily clear cut. Legitimising techi
any real change in underlying activities or they might betanbse and reflect actual

change in corporate activities, ortheygntit be a mi(Deegam 2006ppf b ot h
173). This view is ecbed by Aslfiorth and Gibbg1990 where they point out that

substantive or symbolic management techniques are not exclusive and may be a mixture
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of both with varying levelsf intensity. However, to be successful, they rely on

disclosure.

Ashorth and Gibbg1990 go on to say that when an organisation gswnto a new

area of operation in which it has no pasH
in China), suctanorganisation suffers from the liability of newness. They argue that

those new institutions need to proactively engage in activ@iaesn acceptance.
O6Don(W3dobserves fithe main difference 1is
legitimacy are reactiyausually to an unforeseen and immediate crisis, whereas
techniques to gain | egitimacy are usuall"

(p-350)

Van Staden and HooK2007) are quick to point out that there have been criticisms for
not knowing for certain which legitimacy strategies (symbolic ostautiive)

organisations areflowing. Previous studig&uthrie et al., 2004&Khan & Ali, 201Q
Oliveras, Gowthorpe, Kasperskaya, & Perramon, 2€0& utilised legitimacy theory
have not been explicit on whether they are referring to the symbolic or substantive
approach ofegitimising strategieslo respad to such a call in the empirical studies of
legitimacy theory, it is a feature of this thesis to explore the legitimising strategies that
institutions (Chinese government and the Chinese professional RIG¥A, and

Western professional bodies suchC#A Australia) are following.

In terms of the legitimising strategies adopted by individuhés stibstantive
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legitimising strategy suggests that Chinaseountinggraduates and accountants will
take actions and effort to achieve a western professiomadifigation. Whereas
symbolic actions are taken by individuals to improve the congruence between their
performance and social expectations with the eventual aim of increasing the appearance
of legitimacy without action or effo(Sethi, 197% In such symbolic cases, ge
Chinese accounting graduates and accountaaysbe granted a western professional
membership without taking the professional examinatiblose important is to
recognise that symboliegitimising strategiesre often concealed and somewhat
ceremonial but, nonetheless, symbolic drivers may be belsndace substantive
responseMoreover for Chinese accounting graduates and accountia@its is further
legitimisation to be gained whehe Chnese governmemigresto converge to IFRS

and alow entry of Western professional bodies.

The division of strages into symbolic and substantive referred to in the literature is
important to the analysis of the findings in this the&sDeegar(2006 and Ashforth
and Gibbg1990 point out such a division is neithdear cut nor mutually exclusive,
and the same applies for the purposes of this thestsdataanalysisof this thesis iso
determine the more dominant strategy adapddhe same time, the analysi®ss
matcheswith the one of the three forms of isomphism: Coercivemimetic and
normative seeChapter 3) andne of the three elements of legitimisation: Pragmatic,
moral and cognitivéSuchman, 1995As shown in Table-4, a matrix of analytical
framework is built by crosmatching institutional legitimising strategies with the three
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forms of isomorphisniThis framework is used to analyse the findings of the current

study to investigate the research question 1 and 2. The research question 1 investigates
how China views the Western professional accounting bodies and how China is
influenced by the Westerntagrnational institutions. It continues to ask whether Chinese
government 6s actions and strategies of |
as symbolic or substantive. The research
experience and issuesweéstern professional accounting bodies as to expanding into
China. It further explores whether such a global expansion strategy undertaken by CPA
Australia is symbolic or substantive, and whether the implementation is decoupled from

the strategies initiateby the head office.

Table4-1 Analytical Framework for Research Question 1 and 2

Organisational New Institutional Sociologyi

Legitimising Strategies Homogeneous Isomorphism
Coercive Mimetic Normative
Isomorphism Isomorphism Isomorphism

Symbolic/Decoupling

Combination of Symbolic

and Substantive

Substantive

As shown in Table 2, a matrix of analytical framework is constructed by combining
individual legitimising strategiewith Suchmar(19956s t hr ee el ement s

legitimisation. Such a&mework is used to analyse the findings of this thesis to answer
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the research question 3. The research question 3 asks how individual accountants and
graduates view western professional qual |
actions towards becomy members of western professional bodies may be described as

symbolic or substantive.

Table4-2 Analytical Framework for Research Question 3

Towards membership Legitimacy Elements

of a western : —
_ Pragmatic Moral Cognitive
profession

Symbolic inaction

Substantive actions

To summary, for institutions and individuals to achieve legitimacy, they will adopt

either substantive or symbolic aymee combination of both. By drawing from the

literature, his s&tion explains how these legitimising strategies may bé. lisalso

provides a brief explanation on how is the analytical framework developed. The
analytical framework for the three key research questions is further explained in greater

details in Chapte5 and Appendix 5.

4.6 Governments and Transnational Institutions

This section revisits the inteonnectedness of Western internationdlitmsons that is
discussed ifChapter 2 of this thesis. It goes further to discuss the tentbiaterise

among ingtutions as a result of significant differences in cultural, social and political
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environments in which different national governance systems have developed. The
section continues to draw attention to the possible difficulties in the conve@ence
institutional systems and itikely result of a more symbolic rather than substantive
form of convergence. It is the interest of this thesis to investigate the role of symbolic

and substantive convergence among various institutional systems.

Some researchers leeonsidered differences in national corporate systems from
political, cultural, and historical perspectiy@oyd, Carroll, & Howard, 199@radley,
Schipani, Sundaram, & Walsh, 19%uillen, 2000 Roe, 2003 Tricker (1990 argues

that the institutional approach to corporate governance sgglgashational

governance systems areedffed by cultural difference#/hether national differences

are political or embedden cultural diversity, the fact of such differences is of concern

to this thesis. The main assumptions of this area of institutional research have been that
each countrydéds system of governance has
historicaland cultural influences. Such developments legitimise the organisations
involved.Hofstede and Bon(lL988 argue that there is a philosophical dividing line

which makes Western thinkingfi@rent from Eastern thinking. Thus, in the case of

China, such influences are from communist governance and economic systems, as well
as the influence of Confucian anther long held beliefs and philosoph{ésckett,

1988. Western researchers have concentrated on two approaches to understanding
national governance differences: the varieties of capitalism appfidatl& Soskice,

2007, Thelen, 200%and the business perspective apprqacickett, 1988 Morgan,
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Whitley, & Moen, 2005Whitley, 1999. These approaches are aligned with the

embeddedness themes intrinsic to institutional theory.

The variety of capitalism approach promotes the notion that economic systems of
developed nationsave in common some degree of cohesion and complementarity.
With a focus on diversity, the argument is that social actors develop distinctive
strategies and structures to capitalise on the institutions available for market or non
market coordination in theconomy(Hall & Soskice, 200 For example, research on
Japanese business models suggests that their interlocking structures of governance
results in a competitive advantaggerlach, 199p The variety of capitalism

approaches views various national governance systems as part ohadyister

connected institutions that reinforce each other creating both stability and resistance to
changéd a view which is significant to this thesis. In this respect, therenaréypes of
economiesthe liberal market economies of the An@axon cantries and the more
government direct economies of the developed European countries, such as Germany,
France and Scandinavigiss, 2008 The suggestion is that viewing these two types of
economies offers a framework for understanding the connections between
organisational governance systems and the greater political ec§hmsy2008 Such
systems may be characterised iwarganisation relations based on afiersgth

contracting or repeated @perative connections and maybe either state organised or

highly coordinateqDore, 1986.



Fromthe perspectivefdhis thesis, as discussed ih&pter 2, the inteconnectedness of
the AngleaSaxon model is significanRjelic and QuacK2003 and Djelic and Sahlin
Anderssor(2006 demonstrate how national institutional systems are increasingly
nested within transnational higherder institutional fram& For example, from the
Anglo-Saxon countries, it can be argued that, with regard to accounting, theth&SB,
MNEs, theprofessional accountingpdies (ICAEW, CIMA, CPAA, ACCA, etc.) and

the Big 4 accounting firms are interconnected and mutually reinfo(Bieggra, 1989
AsFiss(200poi nts out, ASuch insights are hig
governance and particularly regarding the potential favemence in governance

sy st ems oThuys,pghe expobt bf these mutually reinforcing organisations to
countries like China may be seen as colonigfkgwi, 2009; Doupnik & Perera, 20Q7
Saudagaran, 200Fhe Economist2012a as the process aebnvergence with local
Chinese institutions, operating with divergent governance systems, hagahgagb to
generate conflictThat is why the question raised in this thesis as to how China views

these AngleSaxon institutions with some intention ofres@rgence is interesting.

Fiss(2008 comments that studies should emphasise the idpaetof conflict and
inconsistency with regard to the importations of practices from otitutienal context
to anotherSuch a comment is relevant to the current issues that China has with the
PCAOB and the American SEC which claim a right of accefisetaudit papers of the
Chinese firmg a practice which China claims violates their secrecy [@ns

Economist2012q. Fiss(2009f ur t her adds, fisuch systems
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coherent but instead are marked by considerable tensions betwesmtiifovernance
model s and institutional |l ogics, a proce:
401). The possibility is that such change may not necessarily mean greater

convergence. Other researchers question the likelihood of convergenagy findi

persistence in national systems alongside the convergence pbgessra & Jackson,

2003 Fiss & Zajac, 208; Jackson & Moerke, 2005In the case of RomaniA|bu,

Albu, Bunea, Calu, & Girbiné2011) consider that Romania cannot be regarded as a

country displaying a successful IFRS implementation, but as one with low conformity

and manifesting resistanae ¢hangeAs shown earlier in Chapter 2, convergence of
institutional systems across cultures is not easily achieved, and the result is often more
symbolic than substantidalensions can arise becausecatied transnational institutions

are legitimised ware they originate but are less likely to gain legitimisation in different
social and political environments except possibly in a symbolic sErss€2008

argues that once we expand the focus of inquiry beyond the currently dominating
Anglo-Saxon governance environment, convergence of institutional systems may take a
mantle of neutrality ashinevitability, but the governance models hides power relations.

The persistence of national systems seeking convergence in developing countries is a
phenomenon of interest to researchi{@tien, 2005 Miller & O'Leary, 1987%. Fiss

(2008 a s k s, AHow are governance model s and
environments ando they take hold or do they remain externally imposed orders that

meet with resistance from established interest groups? What is the role of symbolic and
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surfacecompliace i n t hi s Itistlgsaguedtidonoof tijepole ofsyinbolic

and surfae compliance that exercises this study.

This section reenforces the embeddedness of western international institutions. It goes
further to discuss the tensions that arise among institutions as a result of differences in
cultural, social, and political @ironment in which national government system have
developed. As a result, it is argued that these institutions may be legitimised in their
domestic environment however may be less likely to gain legitimacy in a different

nationalenvironmenexcept possily in a symbolic sense.

4.7 Summary

The chapter illustratdsow strategic approachesléagitimacy nay provide a framework
to consider responses franstitutions and individualsihe argument reflects more the
approach of individual agency and how suchlrexy may use legitimacy as a resource
for fAsymbol i co0 or Thefrstébestionsomlegitimaeyoando ur pos e s
organisational heterogeneiy/important becauseidentifies the complexities of
institutional analysis and argumetttbrings in the cocepts of instrumental and
pluralistic agency rather than explaining actions through structural determinants. By
introducing pluralistic agencies it jmssible to argue for organisational heteragsn
There then follows a discussion as to how the natioa social contract is linked to
legitimacy. The section shows how institutions such as profeddiodies seek to avoid

a legitimacy gapThe dapter also illustratdsow symbolic and substantive strategies
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may be used by institutions as a means gtfitaisation first, some substantive models
are cited, fdbwed by more symbolic modeldowever, of interest to this thesis is the
third model illustrated, which show a disjunction between the theoretical substantive
strategies of management and thedluaion to symbolic practices lsyaff. Such a
disjunction is shown from the literature to emphasise how important symbolic strategies
are for irstitutions claiming and possibgaining legitimacylt is shown that individuals
also are capable of exercigisymbolic and more substantive strategies with respect to
multiple memberships of professiofe final section is about governments and the
convergence with transnational institutions. In particular, the relationship of dominant
Anglo-Saxon transnatiohanstitutions with developing countries is discussed. The
literature shows that in particular with communist angt@mmunist countries, such
countries have difficulty in converging with Angeaxon transnational institutions.
Because the governance syss$eof AngleSaxon institutions has evolved from a
different culture and a different economy, convergeaftentakes the form of being

more symbolic than substantive in developing economies.

From the literature reviewed in this chapter and the previoug an@parent that there
exists many gaps among the complexities of concepts and arguments advanced. This
thesis will use elements of NIS to consider how government, professional and
individual agencies may adopt substantive and symbolic strategieplamiemt and to
respond to chang&he thesis also employs legitimacy theory in terms of its specific
elements: pgmatic, moral and cognitiv&hus for individuals,concepts from both
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theories are combined within a contextual matrix comprising substamd/eymbolic
responses drawn from Nighile elements of legitimacy pragmaticmoraland

cognitivei are employed as the other axis of the matrix.

Deegan and UnermdB0066 s  semphassgs thatthe different perspectives
undertaken by each researcher to study the same phenomenon leading to tbe aflopti
alternative theoretical persge¢ v e s . F uhedriés are abstnaatign of iieality and
hence particular theories cannot be expected to provide full account or description of

particular behaviodr(Deegan & Unerman, 2006, p. 268

This thesis acknowledges that there other theories being used or discussed in social
studies such as agency and signalling théBogzolan, Favotto, & Ricceri, 203

political economy accounting theoffbeysekera, 201RAbeysekera & Guthrie, 2005
stakeholder theor§Guthrie, Petty, & Ricceri, 20Q6All of these theories should not be
seen as competing theories and instead they should be seen as a complement to each
other with one being chosen as begtresenting the view of a particular researcher. A
recent paper written by Yi and Davé010 try to capture the variation in the usage of
theory by integrating several theories such a&nagtheory, signalling theory,
stakeholder theory and legitimacy theory into one integrated theoretical framework.
Thisthesisdoes not attempt to discuss all available theories and instead opts to focus
only on the theories that are advanced as the ralestant to explain the findings within

the context of individual interviewee responses.
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Thus, to analyse the empirical findings, this study draws from the literature a matrix
combining concepts drawn from titational and legitimacy theorieSuch a maix

being a product of the extant literature allows this thesis to make its own unique
contribution.Following a review of literature in iapter 2 and the discussiofthe
theoretical framework in iEaptes 3 and 4, the next chapter explains the research

methodology and research method adopted in this thesis.
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CHAPTER 5: Research Methodology and Method
5.1 Introduction

This chapter discusses the research methodology and the researcrser@ibiogied.
Following a summary and review of the research questiorection 5.2 the section
5.3discusses the research methodology. The resadogts a naturalistic inquiry to
inform the data analysis and tlsisctionconsides aspects of naturalistic inquiry such as
ontology, epistemology, generalisation and causal link&gedon 5.4explains the
data collection method=doptedn terms of, firstthe primary data collection method
the qualitative interview method. This is followed by a discussiqrugioseful
samping and participant selection. The secondary data colleoiethod adopted
qualitative document analysiss discussed at the end of section 5le Tata analysis
is explainedn section 5.5, and hothe analyticaframeworkis used to interpret the
empirical data islescribedThe data evaluation @etailedin section 5.6Finally,

ethical implications of the current study are discusddbe end of this chaptéection

5.7).
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5.2 Research Questions

Thethreekeyresearclguestionsnvestigatedn this thesisre:

Research Question 1How does Chinaiew the westermaccountingorofessios?

Research Questior2: How do western professionatcountingbodies experience their
expansion into China using the case of CPA Australi andwhat problems have

emerged for thef

Research Question 3How do Chinese accotants and accounting graduates view
membership o& western professi@i accountingpodyand what are their actions

(symbolic or substantive) in respect of membership?

As discussed in Chapter 2, the aim of this thesis is to study the phenomenon of the
expaision into China of western professional accounting bodies. The research aim is
accomplished by looking at the three main research subjects involved in this
phenomenon: the Chinese government, western professional bodies, and Chinese
accounting graduates@ accountants. The first two research subjects are institutional

organisations whereas the last research subject is individuals.

One of the institutional organisations involved in this global expansion story, then, is the
Chinese government. It is imparit to investigate how the Chinese government as an
institutional organisation is affected by western institutional organisations in terms of

various forms of homogeneous isomorphism. As discussed in Chapter 2, the strong



coercive influence of internatiohastitutions such as the WTO, the World Bank and

the IASB raises the question as to whether the actions taken by the Chinese government
to legitimise itself in the eyes of these institutions is symbolic or substantive. It is
therefore important to anakydurther what the organisational legitimising strategies

adopted by the Chinese governmars.

The other aspect of this situation is the number of western professional accounting

bodies that are establishing an increasingly strong presence in theslaet. This

thesis takes CPA Australia as a study subject and aims to explore its experiences in
expanding into the mainland China market. Most importantly, the thesis aims to find out
whet her there are probl ems ordisaqussedines i n
Chapter 2, the globalisation promoted by Ar§laxon institutions has often been more
symbolic than substantive and has engendered some criticisms. Whether CPA
Australiabés expansion into China As beel
the research. The last research subject is the informed individual Chinese accounting
graduates and accountants. This thesis aims to uncover the elements of individual
legitimisation and further analyse their actions (symbolic or substantive) as ngjibglo

to western professional accounting bodies.
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5.3 Research Methodology : The Naturalistic Paradigm

This section discusses the naturalistic inquiry approach and its appropriateness as the
methodological framework for this researthncoln andGuba(1985 consider that

there are five axioms in the naturatigbaradigm. Theydelie axi oms fas t h
undemonstrated Obasic beliefs6 accepted |
buil ding blocks of some concgp3Burhese or t h
axioms constitute and explain the characteristics of algtic inquiry and include

ontology, epistemology, genersdition causal linkages, arakiology(Lincoln & Guba,

1985. As Lincoln and Gub#1985 note, qualitative research follows the naturalistic
paradigm, which is in opposition to the positildgtaradigm.Table5-1 (shown below)

was constructed blyincoln and Gub&1985, p. 3Yto explain the axioms of the

naturalistic paradigm and the ways in which it differs, contrasts and even coniiicts w

the positivistic paradigm.

Table5-1 Contrasting Positivist and Naturalist Axioms

Axioms About Positivist Paradigm Naturalist Paradigm

The nature of reality Reality is single, tangible and Realities are multiple,
fragmentable. constructed, and holistic.

The relationship of Knower and known are Knower and known are

knower to known independent, a dualism. interactive, inseparable.

The possibility of Time- and contexfree Only time and contexbound

generalisation generalisations @gmothetic working hypotheses
statements) are possible. (idiographic statements) are

possible.



The possibility of There are real causes, All entitiesare in a state of
causal linkages temporally precedent to or mutual simultaneous shaping,
simultaneous with their effect¢ so that it is impossible to
distinguish causes from effects

The role of values Inquiry is valuefree. Inquiry is valuebound.

Note.FromLincoln and Gubg1985, p. 3Y.

All research methodological approaches are inevitably subjdétvaper, Annisette,

Dastoor, Uddin, & Wickramasinghe, 199%ecause the choice of research topic, data

coll ection and analytical met hods wi | | b
As Laughlin(1999ar gues, a researcher 6s Ainsights
knowledge is generated distinct from the observerse reasoning and experiential
powers are not uniform or determinedo (p
approach to understanding the empirical w@klge, Perera, & Rahman, 2006

naturalistic methodology is considered more suitable than other approaches to

understanding the phenomenon this thesis seekspiore.

The thesis takes a naturalistic inquiry approach to study the phenomenon of the
expansion into China of western professional accounting badiRfsAustralia operates
in both the vestern world anémerging markets like China, Vietnaimdiaandother
SoutheasfAsian countries. In additionyvhen CPAAustralia extends its operations
overseasnanypeoplefrom different social and cultural backgrounds are inval¥ed
Patton(2002 argueswhen qualitative research is conducted reaworld context and
researchers do not try to influence the phenomenon of shtepgalitative resech
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designs are naturalistic. Similarenzin and Lincolr{2005 define qualitative
research as involving Aian interpretive,
that qualitative researchers study things in their natural settings, attempting to make
sense of, orinterpret phenomena in terms of the mean
Thethreeresearch questiortsted in section 5.Pelate to sociatealitieswhich are

perceivedoy people and interpreted by them, rather than referring to something that

exists objectivef fAout thereo.

The objective ofhisthesis is consistent with the naturatigiaradigm where the

research is exploratory and the findings are not statistically generdlfsedingular

view as suggested by Llewellyn and North¢@@07) and the common vievboth of

which are important to naturalistic inquiry as they provide different dimensions of
realities are valued when interpreting and analysing the data. The nature, questions and
aims of this stug are suitably aligned with a qualitative research approguhfive

axioms are discussed in more detail in the following sections where the appropriateness
of adopting a naturalistic paradigm as the methodological framework for this thesis is

considered.

5.3.1 The Nature of Reality@ntology)

Naturalistc inquiries from an ontalgical perspective supparalitiesthatare

Amul tipl e, ¢ on sThisapproaels op@osed tohb poditivist paiadigin
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i n which the real ifragmenh b |(lBnsoin& glba, 198% angi bl
From an ontological perspectivetrep i t i vi st 0s (poditovasteés
argument that there exists a single reald.
r at i (€ovadskd & Dirsmith, 1990, p. 53@oes not fit intdhe current research.
Differentindividual experiencg beliefs, opinions and understandings form diverse
socialbackground. Inditutions also develop sets of beliefs that become embedded

(Leicht & Fennell, 2008 Even though individuals may share aspects of their characters

with one another in clusters of common interest, for instance beliefs and cultural

features, this does not exclude the existence of multiple reafisasoted in section

5.2, the third research question explores the viewpoints of Chinese accounting graduates
and accountants about belonging to a western professional body. Their views may vary

as a result of their different educational backgrounds, experiences, and personal

i nterests. SucH aftced gl (lyeetadl,20D6, ppBJdannot be
explained by the positivist paradigm which believes in the existence of a single reality.

Lye et al.(2006 argue that the naturalistic approach enhances understanding of the

phenomena by exploring beneath the surface.

Lincoln andGuba(1985 take the discussion about reality further, suggesting that it
might exist at any one of folgvels: objective reality, constructed reality, created reality
and perceived reality. Objective realiyalso called naive realism or hypothetical
realism. It asserts that there is a tangible reflitycoln & Guba, 198%thatexists
independeny of human cognitionThe work of social science is to discover important

122



facts andprocesses that coitsite thisreality. The processes are out there, waiting to be
uncoveredRossman & Rallis, 1998The diversity among institutions and individuals
of concern to this thes@iggests that there are multipiéerpretations of realties
Convergence oa singletangiblereality isthusunlikely, and investigation into

objective reality is therefore not applicable to this research.

Constructed reality asserts that itlighious whether there is a reality and created reality
suggests that there is noligaat all (Lincoln & Guba, 198% For the present study, the
view istaken that there are multiple realties. Therefore, both constrantedreated

realties are not suitable for this study.

Perceived realitassertghat there is a reality, btitatone cannot know it fully. It can

be appreciated only from particular vagé points, which can be called perceptions

(Lincoln & Guba, 198k Gererally speaking, mofessional accounting bodies are highly
institutionalised and complex in terms of the environment they operate in and the

service they provide. Ththesis seeks to explotiee various opinions and perceptions

of different people regandg the expansion of CPA Australi#o China. Perception is

defined by Lincoln and Gub@d989as ffa partial, i ncompl ete
nevertheless real and capable of different interpretation when seen from different

v i e wp @i 88)tDgferent viewpointsassist inexplainng the existence of multiple

realites incomplex social settirgy

Sincetherecognition and measurement of institutional and individual drives involve
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differing opinions and perceptionandsincethe professional accounting sector is
complex and diverse in nature, no one can know all of yestlianyparticular moment
Reality for anyone is at best only a partial picture of the whole. For that reason, only the

concept operceivedeality appears a more suitable fit with the current study.

5.3.2 The Relationship of Knower and Known (Epistemology)

The raturalistic paradigm suggests that the relationship between the knower and known
i's Ainteractive and i thepespiastparadige o which the h i
relationship idudl (hiscelpleQuiohelad8h Gram ahd a
Giddings(2002 explain that the positivist researcher is expected to maintain an

objective positionn relation to the subjects of the research. Positivists believe that such
an objective stance is very important because a researcher could unconsciously bias the
data collected. Howevddammersley anédtkinson (1983 state that it is not possible

for a person tescapdrom the so@l world in order to study itSimilarly, Lincoln and

Guba (1985 argue that observation not only disturbs and shapes but is ishaped by

what is observed, especially when both investigator and respondent are human beings.
Rossman and Rall{g998 concurwith this view and further explathat this means a

relationship always exists between the researcher and those being researched.

Relationships and rei@nship buildingarecore aspectsf the accounting profession

and its institutionsln particular, relationshipQuan Xii fi 0) plays a crucial role in
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Chinese social and business [jk#i0, 1997 Tung, Worm, & Fang, 20Q8Veidenbaum,
1996. Guanin Chinese means gate, axidmeans special connections among people
who get through the Guan (gafewang, 1987. It is alwaysdifficult for outsiders to
pass through thgatebecause athe exclusivenessf GuanXi networks(Wang, 2007.
According to Hwand1987), Guanxi operate in three circles: the innermost one is
kinships Qin QiT A 0 ) and closest fands; the middle circle is friends that owe
each other favour®ken Qing A 0); and the last and the outermost circle is
acquaintancesRen Shi 0). Since the researcher has connections with CPA
Australia, many intervieweeaserehappy to meet withhie researcheafter an
introductionfrom friends and acquaintances they were familiar Witte researcher
gained introductions to practitioners and informed observers of the profassion
accountingoodiesallowing her to build relationshipsith interviewees By establishing
a persorto-person relaonship with the respondent, thesearcher is better able to

understand the respond€Rrbntana & Frey, 2005

It is an advantage that the research was carried out by an insider in the Chinese culture
rather than by a ne@hinese. Merrianet al.(200) st at e t hat it i s fAc:¢
that being an insider means easy access, the ability to ask more meaningful questions

and read noiverbal cues, and most importantly figiable to project a more truthful,
authentic understanding of the culture ul
researcher had access to participants, spoke the local language (Mandarin) and had a

thorough understanding of Chinese culturas@f accessibilityearnsgreater trust from
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participants andnincreaseadbility to ask meaningful questionSpeaking the local
language and having a Chinese face allowed the researcher to communicate with
participants in a more detailed and transparearmar. It also allowed the researcher to
better interpret the significance of the perspectives and expesieite® interviewees.
Even though some studies assert that insiders are not able to critically evaluate a
situation and are likely to avoid askiggestions that may be seen by participants as
critical and negativéBishop,2005 Smith, 200%, the advantages discussed above

clearly outweigh the disadvantages in the context of the current study.

Hence this study prefers an approach involving interaction and the estadslistim
close relationships between the researcher and participants because meaningful human
research is impossible if the researcher cannot gain the full understanding and

cooperation of the respondeiitsncoln & Guba, 198%h

5.3.3 ThePossibility of Generalisation

The third axiom of a naturalistic paradigreoutlined byLincoln and Gubdg1985 is

the possibility of generadation. The aimofanatarl i st i ¢ paradi gm i s

i deographic body of knowledge in the for.
i ndi vi d(p.88)Incoatagapositivist paradigm suggests that time and

contextfree generasations argossibk. The notiorof naturalistic generalisation was

originally introduced by Robert Stak&978. Stake(1978 acknowledges that case
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studies are often considered not to be suitable bases for statistical generalisation;
however,cass t udy based research may behefiepi st ¢

reader 6s experience and thus to(pthhat per :

Generalgation in qualitative research is ofteansideredmpossibleas a result othe
restricted scope @ study(Bryman & Bell, 2007. However, Lincoln and Gubh@985
arguet hat qualitative research coul dthgpr ovi d
enabls someone interested in transferabilitymake a judgment on whether transfer is
possible Stake(1978 also argues that for all readers, one of the most effective and
powerful means of enhancing understanding is to provide information in the form in
which people normally experience it. In this way, readerg Ineaable to make
naturalistic generalisations that are useful extensions of their understéndogn &
Guba, 198k This study adopts the notion that bringing together the experiences and
perspectivesf peopleinvolved withinternationalaccounting institutions adds to
knowledge which is transferable. The objectivehid tesearch is consistent wah
naturalisic paradigm where the findings are not statistically gerseicdlibut
naturalistically generaded. Although naturalistic genersdtions are bound by the
context and timdrame in which the original experiencescur, they do increase our

understanding.
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5.3.4 ThePossibility of Causallinkages

The fourth axiom of naturalistic inquiry is thegsibility of causal linkage3he

positivist paradigm suggests that every action can be explained as the effect of a cause
thatprecedes it, or as the simultaneous occurrence of cause andLleffecin & Guba,

1985. Lincoln andGuba(1985 argue that in a naturalisggaradigm, all entities are in

a state of Amutual simultaneous shapingbo,.
e f f g 37pEach entity is influencing others and is influenced by others

simultaneouslyAs Lincoln and Gub#1985 explain

Everything influences everything else, in the here and now. Many
elements aremplicated in any given action, and each element interacts
with all of the others in ways that change them all while simultaneously
resulting in something that we as outside observers label as outcomes
or effects. But the interaction has no directionality,need to produce
that particular outcome; it simply happens as a product of the
interactioni the mutual shapingp. 1532152

In this researcit is seen thatelationshipexistbetweerthe Chinese governmetthe
professioml accounting bodigsheirpotential members and informed observers. These
relationships are between tsgff of the professial accounting bodig Chinese
government official&nd exofficials, themembers of professiahaccountingoodies,

and accounting graduatasd senior ac®emics interested in accounting institutions.
The Chinese government may or may not be influenced by international accounting
institutions including western professional accounting bodies. On the other hand, the

western professional accounting bodies tpmrate in the Chinese market are regulated
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by Chinese law and restricted by the scope of practice defined in regul@hens.

demand of members and potential memberBuence grofessiomal accounting body

to recognse and measure its achievements rmteof outpus and outcomesenior
academics have influence over their students who may become members of the
accounting profession after graduation, while in their turn these academics might be
influenced by the accounting professabbodiesand the Chmese government.

Therefore, all the entities concerned in this study are in a state of mutual simultaneous
shaping. It is impossible to distinguish causes from effects. The concept of causality
does not fit with the current study, whereas the concept afahsimultaneous shaping

fits well.

5.3.5 TheRole of Value in thelnquiry

The last axiom of naturalistic inquiry is the role of value. In the positivist paradigm,

i nqui ry-fr swhieinshe natralist paradigani nqui r y-boandwoal uc¢
and nfluenced by five corollariesthe value of the inquirer, the chosen research

paradigm, the choice diieory, the social context of the inquiry and whether the inquiry

is valueresonant or valudissonani (Lincoln & Guba, 198h

First, the valuesf the inquirer are the personal values of the reseaithewaluefree
appoach suggests that the inquirer makes no value judgment on the data being collected

and on the manner in whithey werecollected and anadgd. By contrasthe



naturalistic inquiry approach suggests that the valudseoésearcher are an

inseparable grt of the research procedsncoln & Guba, 198% This is because

inqui ries are influenced by the researcher
research topic, and its framing, bounding and foths.data collectedreinevitably

analysed from the personal perspective of the researcher.

Second, the chosen reseapamadigm in the current study is the naturalistic paradigm
which guides the investigation into the research problems identifigt.regard tahe
current research, there are multiple interpretations of realitib® iaccounting

profession. As the natalistic paradigm suggests, individual actors involved in this
sector may have different values and therefore construct their own realities, which are
distinguished from those of others. To appreciate the significance of the perceived
values of various indiduals in a social contexthé researcheusing the naturalistic
paradigmneedto understand how individuals construct their own realithin their

social contexd.

Third, the choice of theorider this research reflectts dual aspectNIS theory
(discussed in Chapter 8hd legitimacy theor{discussed in Chapter.4ljhis thesisuses
elements oNIS to consider how government apibfessionabccountingoodiesmay
respond to isomorphiafluences. The thesmmploys legitimacy theor§in terms of its
specific elements: pragmatic, naband cognitivito study what are the drigéor the

Chinese individual accountants and accounting graduates to achieve western
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professional accounting qualifications. This thesis also dravsilostantive and
symboliclegitimisingstrategies tanvestigate how government, professional accounting
bodies and individualgnplement and respond to chan@aththeoriesare used to

guide the collection of data andftame the analysis of the findings.

Fourth,reference tahe social context is inevitable with a naturalistic inquiry, as
participants are observed within the context of their natural or normal operating
environment. TIs inquiry wasinfluenced by the values that are embedded in the

context of the accauing profession. The researcher respétiie context and culture in
which the study took place: she waensitive to the context of the research and

immersel herself in the setting and situatidith regard to the first research question
described in sgion 5.2, participants were observed and interviewed within a context
influenced by the Chinese government and the Chinese accounting profession. The
researcher respects and understands the Chinese culture and is sensitively aware that the
interview respases were coming from participants who lived in a communist state. The
second research question deals with western professior@inting bodies which have

a completely different social conteixa western capitalist setting. While observing
participants uch as CPA Australiads operational
Melbourne head office, the researcher always bore in mind the significant differences
between these two social contexts so that underlying issues and conflicts could be

detected in thstudy.
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Lastly, whether the inquiry is valuesonant (reinforcing or congruent) or value
dissonant (conflicting) isstablishedhn relation to the abovi®ur corollariegLincoln &
Guba, 198k In this study the first three corollarieghe underlying valuéase of the
inquirer, the selected paradigm ahe choice otheay i are congruent and reinforce

each other, meaning the inquiry is vahesonant. However, the fourth corollary

social context suggests there might be conflicts between the Chinese and the western

sets of values.

The naturalistic inquiry approach@uted in the current study is vatbeund. It is
crucial to respect the different roles these underlying values play and understand their

tendency to be either congruent or conflicting.

5.4 Data Collection

The following section outlines and discusses the caltaction of the current study;,
including both primary and secondary methods for data collection and the selection of

research participants.

5.4.1 Primary Data Collection: Qualitativenterview Method

This section justifies the use of the sestructured inteview method as the main

method for data collection. It also describes in detail how the-seenatured interviews

were conducted. Thisesear ch aims to explore partici
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experiences throughterviews A qualitative nterviens utilises operended questions

that allow for individual variations, arattempt to obtain kalepth opinions from
participantgLincoln & Guba, 1985Patton, 200R There areewveral advantages of
usingtheseinterviewsfor data collectiorthat make themappropriatdor this study.

First, interviews enable interaction betwékaresearcher and participants and allow

ther esearcher to understand pa@Bymac&Belh nt s O
2007 Taylor & Bogdan, 1998a Second, interviews allow the reseancto obtaira

more completp i ct ure of an intervieweebds point
constrainedy a questionnaire which offemly very limited optiongTaylor &

Bogdan, 1998p When semistructured interview method is adopteelwér people took
partthan would have if a survey had been ysed the contact witinterviewees

tencedto last considerably longéBryman & Bell, 2007 Lincoln & Guba, 1985

Patton, 2002 Qualitative interviewingencourages interviewees to talk about a

particular issue or range of topics and collects qualitative data by allowing new
guestions to be brought uprihg the interview. Irdepth information around the topic

from this qualitative interview can lfellowed upand relevant contexts brought into

focus, so that situated knowledge can be prod(idegon, 2002

Compared with structured and unstructured interviews,-sentured mterviews can
provide reliablegualitative datastheyallow the researcher to developharough
understanding of the topiaf interest(Seale, 1999 Such technique providéexibility

in exploring topics of particular interest to partaiys or the research@ryman &
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Bell, 2007 Taylor & Bogdan, 1998h. In a semustructured interview, &y interview

questions are consisteistensue comparability of responseshich in turn assists data
analysig(Fontana & Frey, 20QMoll, Major, et al., 206; Patton, 200 Moreover, the
semistructured interview allows more scope for elaboration and general discussion than
if therespondentvasjust presented with a set of fixed questions demandiregl fix
responsegBryman & Bell, 2007 Qu & Dumay, 2011 As themain purpose of t

current study wat explore different perspectives on the matter in question, a semi
structured interviewvastherefore consided to bean appropriat@rimarydata

collection method.

A list of questions or general topics that themtewer wants to explore during each
interview iscalled an interview guide, ariidis preparedor the semistructured
interviewsconductedn the current stud¢Appendix 4) An interviewguideensurs that
similar topics are explored with each intervem(Bryman & Bell, 2007 Lofland &
Lofland, 1984, andany differences between responses can be com(@ue®l Dumay,
2011). It also allows the researcher to madfficient use of limited interview time
(Patton, 200, helpsto keep interactions focused, and progid®re systematic and
comprehensive interviging of multiple participants. Ae interview guides can be
modified over time to focus attention areas of particular importance, or to exclude

guestions the researcher has found to be less relgadiand & Lofland, 1984.

Informal conversations wemdsoconducted with a number of interview participants
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prior to the formal semstructured interviews to increaseetsalience and relevance of
interview questiongPatton, 200R By analysng the responses from the informal
conversations, lines of inquiry can be developed and moddiedsure that more
relevant and important questions are asked in the formal intenk@lgw-up phone
calls were made aftsome of thenterviews The purpse of followup phone calls it

clarify unclearresponsefrom the interviewees.

Nevertheless, a few weaknesséa semistructured interview methaghall also be
noted. First, the standardised wording and terminolsgd in the interview questions
might diminish thenaturalquality of the responsd€blannabuss, 199®atton, 200R
However, in the current researchthkinterviewees were studyinggsearching or
working in the accounting fieJdherefore theyverefamiliar with theaccounting
terminolog used in the interview guiddlonethelesstheywould not have been
familiar with NIS theory, legitimacy theorgnd the relevant theoretical termiagy. To
minimise thepossibility of anegative impact on the data collection process, plain
languagevasused in the interviewl his wasto make intervieweesore relaxednot
feel overwhelmed by the formal interview questions, and aldeswer questits as
naturally as possible. Secoridis significant to notehe timeconsuming nature of
semistructued interviewgRobson, 1998 Howeverthe timespentis worthwhile as
rich data can be collectetlhird, f r om t he par t isuchap iatartiesvd
approackcould bedifficult as theywould have tofit a onehour interview imo their
busy scheduk(Sekaran, 2003 The willingness of iterviewees to engage in sugh
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lengthy interview process can be a constraint on using this type of data collection

method.

It was particularly difficult in this study because the audit partners and senior
accountants were very budhereforethe reseatwer prearranged all the intervieas

times and place which wereconvenient to the intervieweestérviewswereconducted

at either the participadtplace of employment or another suig@pitearranged public

location if so desiredl he researcher wassal very flexible about any unexpected

changes in the interview schedules. The researcher and interviewees exchanged mobile
phone numbers while making the interview arrangements so that the researcher could be
reached immediately by the interviewees if thag to change the meeting date or

place.

In terms of the protection of privacy and confidentialityppto the transcription ahe
interviews,for ethical reasonsach participant &as labelled with a code to provide
anonymity(Bryman & Bell, 2007. The researcher recadthe interviews by both

digital recordings and notaking.Ethical considerations are discussed in more detail in

section 5.7 of this chapter.

5.4.2 Purposeful Sampling

Probability and noiprobability are two major sampling methods. Probability sampling

is used in quantitative reseayemd particularly in sweys, to produce a sample which
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is statistically representative afwholepopulation this sampling method is also known
as representative sampli(Rgitchie, Lewis, & Elam, 2003 It contrass with non
probability sampling whicldoesnotaimto produce a statistically representative
sample, and the probability of units being seleftedhe samplés notknown(Ritchie

et al., 2003 When such a sampling method is adopted, relatively small samples are
selected for irdepth study. This approach is also known as purposeful sampling
(Patton, 200R Naturalistic inquiry relies opurposeful sampling.incoln & Guba,

1985, and typically involves focuisg on informationrich casesor evenasingle casge
which will enhance understandinfithe questions undstudy(Burgess, 1984Patton,
2002. Informationrich cases are those from which aram learn a great deal about
issues of central importance to the purposaresearctproject(Patton, 200R

Compare with the representativeampling approach, the purposeful sampling
approach is useful fansuring that participants are suitably experienced to provide the

necessary relevant and detailed data ne@8iganan & Bell, 2007 Patton, 200R

Patton(2002 identifiesdifferent types of purposeful sampling including: (1) extreme or
deviant case sampling, (2) intensity sampling, (3) maximum variation (heterogeneity)
sampling, (4) homogeneous sampling, (5) typical case sampling, (6) a#s=l
sampling, {) snowball or chain samplin¢g) criterion samplingand(9) theorybased
sampling. For the purposes of this research, a sibarbehain sampling approach was
followed, which meangetting to know some participants and having thenothice

you to othergTaylor & Bogdan, 1998b The key to snowballing to locate
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informationrich key informants and ask them to recommend people for the researcher
to interview. However, one of the potential drawbacks of the snowball techsitiad

it can limit thediversity of informants. This potential drawback can be mitigated by
specifying the characteristics required of new sample merrhaksng sure thegre
dissimilar to the existing participants in particular wéygchie et al., 2008 This study
thenpurposefully seleeid a range ahformed interviewees both internal and external

to the accounting professioRurthemore the internal samplas drawn fom different
levels, from young accounting graduates to senior accountants and partners in

accounting firms

This strategwasparticularly useful in thisesearclas it identified potential

participants whdiadgood sources of informatiohe informationrich key informants

are senior stafit CPAAustraliain Melbourne. The highdevel organsational

managers recommended other more junior staff to the researcher to int&weeof

the senior advisors @ PA Austr al i ads Mel bofficialaitee he ad
Ministry of Finance in China. He helped the researcher make initial contact with a
number of government officials who work in the central or local CICPA offices and the
Ministry of FinanceAlso, becausé¢he researchas involved in international

collaboration activities with various Chinese universities, she has been able to target for
interviews some senior academic staff in the Accounting Departments of these Chinese
universities Some of tkse senior academics who &amiliar with the profession in

turn recommended to the researcher various senior partners in accountingliegns.
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also introduced a number of their accounting graduates to the rese@henefore, the
snowballgrewbiggerand bigger as new informatiarch informants accumulate@he

next section addresses the process for selecting interview participants.

5.4.3 The ®lectionof Participants

The selection of research participants for this studgguided by the research
guestionshownin section 5.2. Pattof2002 suggests that the underlyingnziple in
purposeful sampling is to select informatiooch cases from which the researcher can
learn a lot about matters of specific importance. Hence in the current study, i
important to select participants who had significant knowledged exgrience in the
research topic. In order to explore the motivations of institutions and individuass it
necessary to select participafitam both internal and external key stakeholdsrsach
level of the accounting profession, and to include potesta&eholdersinterviewee
stakeholders either have direct inter@st®r have observed the expansion of, western
professionahccounting bodiem China Fivemain groups of intervieaestakeholders

wereidentified:

(1) Key personnel from relevant goverant agencies in China
a. Key personnel in CICPA
b. Relevant government officiglfor example, key personneltine Ministry of

Finance



(2) Key personnel fronCPA Australia
a. Key personnel in CPAustraliawhoinitiated the strategic movato China,
or who are diredly involved in, or have observetthe development pthe
Chinese market
b. CPAAustraliaoperational managens mainland China
(3) Practitioners who are interested in joining or who have already joiastérn
professional accounting bodjé&shinese accountanpsactising in public accounting
firms, stateowned enterprisesr private corporate firms who are
a. Members of both CICPA and a western professional accounting body, in
other words, holding MPM
b. Holders of vesern professional qualifications
c. CICPA members wo do not hold any esern professional qualifications
(4) Accounting graduates who are interested in joining or who have already gined
westernprofessional accountingpdy
a. Chinese accounting graduates who are studying overseas
b. Chinese accounting graduatesChina
(5) Accounting academics in Chinese universitid® are interested or involved in the
accounting profession and who are
a. Members of a western professional body and/or CICPA

b. Not holders of any professional accounting qualifications
The selection ofriterview participants was made in accordance with the theoretical
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framework articulated in Chapters 3 and 4 and the naturalistic paradigm discussed in
section 5.3Therewerethree reasons for selecting the above for interviews. First,
interviewees from grup 1 wereCICPA key personnel appointed the Ministry of

Finance in China and relevant government officials such as key persotime| of
Ministry of Finance. As discussed @hapter 3, sectioB.4.1 Coercive Isomorphism,
interviews with relevant goverrent officials providd insights into the external
influences facing theChinese government and partly addeekbe first research

guestion as thow China views the expansion oéstern professionalccounting
bodies.Second, interviewees from group 2 warvolved in the global expansion of
CPAAustralia. hterviews with key personnel of CRRustraliaprovided useful
perspectives as to the influencevafious forms of homogeneoisomorphism

discussed in Chapter &hich mayhavepartly addressdthe qustionof howthe

strategy of expandinigto the Chinese market was initiatexd what issues and
problems have emerged from this proc@sdrd, interviewees from groups 3, 4 and 5
wereChinese accountantgraduatesandacademicsither inside or outsidéne western
accounting professiohey wererecognised as important individual actors who may
haveexercisd internal influences or external influendaghe process of the expansion
of CPA Australia Interviews with hese participantgrovided very usel perspectives

in the analysis of the first two research questions. Moreover, these individual actors
expressed their views about belonging to a western professional accounting body, which

addressdthe third research question. The individuals at thesel$hada broad
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perspective of professionatcountingorganisations andereexpected to be informed
aboutthe problems and issuéiat the three key search questions sought to

investigate

Theinterviews,informal conversationand followrup phone alls conducted in this
study are summarised in Tabl&5Forty-five participantavere selected for idepth
interviews Theyincluded four key personnel from relevant government agensigs,
key personnel from CPA Australisixteen senioaccountants China, ten Chinese
accounting graduategho have gained or are currently considerregternprofessional
accountingopodymembershipand ninesenior academics at Chinese universities with
connections or an inteskein the accounting professioks shownin Table 52, an

overall of 69 interactions were made with 45 intervieweashof thed5 participants
wasinterviewed once and therefore the overall number of interviews conducted in the
current study wad5. Seven informal conversations were conductétl imterviewees
who are key personnfflom CPA Australia andour informal conversations were
conducted with some of the senior accountari&sviewed.Thirteen followup phone

calls were made with interviewees from various groups.
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Table5-2 Summary of Interviews, Informal Conversations and FoligpsPhone Calls

Groups of Interviewees Number of Number of Number of
(Refer to section 5.4.2) Interviews Informal Follow-Up

Conversations | Phone Calls

1. Key pasonnel from relevant 4 0 2

government agencies in China

2. Key personnel from CPA 6 7 4
Australia

3. Senior accountants in China 16 4 3
4. Chinese accounting graduates | 10 0 0
5. Chinese accounting academics 9 0 4
Total 45 11 13

The interview partigants included both management and officials at the top level, as
well as practitioners and academics who work in the accounting field. The top
management teant CPA Australigorovided guidelines strategigplans and decisions
about approaches &xpansio and growth in the Chinese market. Useful information
also came from the four government officials about resemalted policies and
regulations as well as about how the Chinese government views its relationship with
various western professional accangtbodies. The views gfractitionerdn the

accounting professioand academics whmpnductresearch in this aresere also

recordedIn contrast to the government officials who may need to be cautious about
expressing their views regarding some critisalies, they were more open about what
they knew as insiders. Young Chinese accounting graduates interviewed were also very
open and transparent about how they viewed different western accounting bodies, and
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what efforts they have made to join one of thpeofessional accounting bodies. The

next section discusses the sample size in naturalistic inquiry and saturation.

5.4.4 Number of ParticipantsSaturation

Patton(2002 suggests that there are no rules for the number of participants selexted in
qualitative inquiry. It depends on what the researcher wants to know, thespuifpbe
inquiry, what the critical issueme, what will be useful, what will be credible and what

can be achieved within the caraned time and resources. Ratton(2002 comments:

The validity, meaningfulness, and insights generated from qualitative
inquiry have more to do with the information richness of the cases
selected and the observational/analytical capabilities of the researcher
than with sample siz€p. 245)

It can be seen that the sampling strategi
purpose, and the interview participants are informatioln key informants. Such

sampling strategies enable the researcher to ask more meaningful questions and get

more valuable insights from respondents. As Lincoln and GL&#H suggest, the

purpose of maximum variation can be best achieved by choosing each unit of the

sample after the contribution of the information provided byptiegious unit has been
analysed. Each successive unit is selected to either extend information the researcher

has already obtained, or to obtain contradictory information, or to fill in gaps in the
information. They also suggest that the sample may beecebr continuously adjusted

to focus more particularly on the sample units that seem most re(evastln &
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Guba, 1985

The current study achieved the purpose of maximum variation by following the
suggestions of Lincoln and GufER85. The first batch of interviews was conducted

with a number of participants who were introduced by a CPA Australia senior advisor at
the end of 2011. After seveiaterviews were completed in China, the researcher
returned to New Zealand and started analysing the interview data. By analysing the
information obtained from these interviews and responding to the opinions of the
interviewees, the researcher was abladjust the focus of the sample. The first batch

of participants interviewed was largely from Beijing and Shanghai. The researcher was
aware of the fact that the views given by the interviewees from Beijing were unique as
Beijing is the political centrefaChing and most of the SOEs are located in Beijing.
Interviewees in Shanghai were more internationalised than interviewees in Beijing
because of Shanghai 0shugnessdntteiofdChinaaMostt he i n

multinational enterprises are situdte Shanghai.

After analysing the interview data collected, the researcher was able to identify what
had been missing in the picture. That was the largest province in terms of economic
development Guangdong, as well as the f@gbwing economic zonk Shenzhen.

Views from the south had not been taken. This resulted in gaps in information requiring
the researcher to return to China in @2 to conduct a series of interviews with

accountants and government officials in the south, including some my@uau and
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Shenzhen. A number of accounting students from the southwest region who were doing
ACCA study were also interviewed to provide a different perspective. In this way, the
researcher was able to continuously refine the sample to achieve maxiniatmowvar

within the available time and resources.

The criterion for determining when to stop samplishgtailedby Lincoln and Guba

(1985, is when information redundancy is reachBakat is the point at which no new
information isbeingobtained from interviewees and themes begin to emerge in the data
(Denzin & Lincoln, 200%. Unlike conventional sampling which is basmustatistical
considerations, naturalistic sampling is based on informational considerations. The
purpose of naturalistic sampling is to maximise information rather than facilitate
generalisation. In the current study, information redundancy was reatieed wotal of

69 interactions were made with 45 interviewees, includbg-depth interviews,
eleveninformal conversations, arttirteenfollow-up phonecalls The next section
discusses theecondary data collection method used in this tliegislitative

document analysis

5.4.5 Secondary Data Collection: QualitativeoBument Analysis

This section discusses the adoption of the qualitative document analysis method as the
second method of data collection in this stédycording to Altheidg2000, as with

other qualitative research, the main focus of qualitative document analysis is on
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discovery and intgretation. This includes searching for underlying meanings and

themes.

In addition to the primary data of sestructured interviews, qualitativedument
analysiswvasanother appropriate research methsdd inthe currenstudy. The use of
documents asources of evidence has a long and worthy tradition in social research.
Documendationcan take many forms includy print and electronic media, audiotapes
visuals {or example photos and film), internet materials, information bases, and so

forth (Altheide, Coyle, DeVriese, & Schneider, 20@8ior, 2004.

The current study involveanalysing documents frona wide range of sources, in

particular a systematic analysis of governmentresoreest c h as t he Nat i ¢
Congress and Ministry of Financand websitegsuchas the CICPA and CPA Australia
sites)that relate to the entry of foreign professiorts @hina As Bryman and Bell

(2017 suggest, a government is the source of an extensive amount of information of
potential significance for researchers. They add that a government is the source of much
textual material of ptential interestsuch as actdegislation and official reports

(Bryman & Bell, 201).

Some documents studied in the current resesuch as annual reports and articles from
the magazines of professional bodies are in the public domain, whereas other documents
such aglocument No.15 the organisational charts of CPA Australia before arat aft

the restructung of their Asian regional officare not.The material from CPA Australia
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provided valuable background i nformation
environment and enabled the researcher to discover some of the key findings in the

reseach. A list of the documents seen and analysed is provided in Appendix 6.

The various types of documentation obtained proved to be useful for the purpose of this
researchFirst, as seen in Appendix Bocument Nos 416 and 1114 include five

samples ofdgislative documents issued by the Chinese government, one profile page
for the Chinese member of the IASB (Dr Zhang \@eio), three pieces of guidance and
explanatory documents issued by the CICPA, as well as one article publigte in
EconomistTo expore the first research questiotow does the Chinese government

view western professional bodied is important to understand the background
development of Chinese accounting standards, their progress towards convergence with
international accountingtandards, and the development of the Chinese accounting
profession. Therefore legislative documents issued by the Chinese government were
analysed to gain a better understanding of this background. As a result, the researcher
was able to shape more praly the interview questions addressed in the-semi

structured interviews with the government officials. Another important use of legislative
documents in the current study was to triangulate with the interview responses to
improve the trustworthiness ofgliesearch. More discussion of triangulation is

provided in section 5.4 of this chapter.

Secondas shown in Appendix 6, Document Ne& T aredocuments promulgated by
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CPA AustraliaThesedocuments includ€PA Australi® website, CPA Austral@ s

profesional magazinesand CPA Australid annual eports.They were used to gain
insights into the progress of CPA Austr al
a confidential organisational chart explaining the implied power influences before and
afterthe restructuring of their Asian regional office. It was drawn up and explained to

the researcher by the senior manager in the Melbourne head office. This document is
confidential and not publicly available; the power dimensions and implied relationships
among operational managers would have not been understood without the explanation
given to the researcher by the senior manager. As mentioned in the previous paragraph,
these documents were mainly used to unde:
expansio into China. To enhance the trustworthiness of this study, such documents

were also used to triangulate with responses from interview participants, to seek

congruence or detect any confl{€tenzin & Lincoln, 2005%.

To cope withthe largenumberof documents available for analysis, the researchel
a grading system to ralkemin terms of relevanc@able 53 which is provided below

illustrates thegrading system.



Table5-3 Grading Systenfior Document Analysis

Grade Relevance to the Research (@astions
Grade 1A Very relevant to research question 1
Grade 1B Somewhat relevant to research question 1
Grade 1C Maybe relevant to research question 1
Grade 2A Very relevant to research question 2
Grade 2B Somewhat relevant to research question 2
Grade 2C Maybe relevant to research question 2
Grade 3A Very relevant to research question 3
Grade 3B Somewhat relevant to research question 3
Grade 3C Maybe relevant to research question 3

5.5 Data Analysis and Analytical Framework

For the purpose ohts study, thematic analysigas used tanaly® the qualitative data.
Thematic analysis is fia method for ident.
(t hemes) (Biratn&iClarked2806,g007%9It is about identifying and coding

relevant conceptgnd then capturing themes from the collected data. Thematic analysis

is a flexible research tool that can provide a rich, complex and detailed description of
data(Braun & Clarke, 2006 This section first describes the procedure of data analysis

in the current study, and thisf@lowed by a detailed discussion on the analytical

frameworki the three matrices developed for the study.
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5.5.1 Procedure of Data Analysis

The thematic analysis conducted in this thesis fdltvephases and criteria suggested
by Braun and Clarké€0086. In the frst phase data collecte from interviews (using a
digital recorderwereaccuratelyand fullytranscribedFor this study, the mjority of the
interviewswereconductedn Chinese. To prevent loss of meanthgpugh

interpretation, interviews conducted in Chinesetranscribe in Chinese instead of
English. Therthedatawerereadrepeatedlyo ensureghatthe researchevasfamiliar

with them The processvasaided by the use of various sources including digitas,file

transcrips, and interview notes made during and afterittierviews.

In the £condphase of data analysibie researcher systematicadiygd comprehensively
pooledthe data intdhe relevant analytical framework (three matrices as shown in
Appendix 5) developed from the theor{@aylor & Bogdan, 1998aThese matrices are
discussed in more detail in section 5.5.2. Haita reduction procesgasdone

manually In the hird phasethe researcher groegfindingsto more aggregatelévels

of concepts and themeBhemeswerecarefullycrosschecked with the original data
ensure they were distinctive and consistent rather than yBgdard & Gendron, 2004
Taylor & Bogdan, 1998pa Fourth, the themeserereviewal by structuring them into
the three matrices-ifth, each themwasrepeatedlyefined and shaped fit into cells
within the matricesTranslation from Chinese to English ocqaarafterthe datawere

analysed and when the thematic themege finalised The translation process focdse
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on capturing the key phrases and key ideas rather than translating whole sembetice
for word. This was to avoid the meaning of the key findings being Brsiun & Clarke,
2009. Finally, acarefully constructednalysisof the findings of the three research

guestiongs presented in Part Two of this thesis, in Chapters 6, 7 and 8

Throughout thelata interpretatiophases itvasimportant to ensurthatthe collected
datawere accuratelinterpreted anaorrectlyanalysedather than simply paraphrased.
Data interpretation is the most important aspect of data analysis. At this stage, the
research moves from description to interpretaficaylor & Bogdan, 1998b A
mismatch between analysis and data oftgapbas and it is critical to check for
consistencyBraun & Clarke, 2006 To ensureghe quality ofthethematic analysis, a
detailed timeframewasconstructedo that sufficient timevasallocated to complete all

phases of the analysis.

5.5.2 Analytical Framework: Three Matrices

The daa gatheredvereanalysedy applying a frameworkdapted from the NIS and
legitimacy teory literature for the questions relatinghe Chinese governmer@pPA
Australiaand individuals regarding their choice of membership in a western
professional accauing body In this way, the data gained frointerviews and
documents were analysed with regard tdlements aomorphism and legitima@s

identified byDiMaggio and Powel{1983 and Suchmafi1995. As with all qualitative
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researchthere isan element of subjectivity ithe interpretatiorof the interviews:

"Multiple meaning are always present in ddtahere is no right meaning, only the

most accurate meaning fronpatticular perspective(DowneWamboldt, 1992, p.

319. By contrast, once meanings are ascribed to the interview data, analysis into the

three matrices should Ibeplicable by any researcher.

For this study, as shown in Appendix 5, a matrix was developed for each of the three
research questions. For the first research quektioa welcome given by the Chinese
government to western professional accounting badMatrix 1in Appendix 5allows

a dual consideration of daéad permits the placement of interpretation into one of nine
cells. On the horizontal axis of the matrix the cells are aligiwedrding taNIS
isomorphismcoercive isomorphisnefforced by othej, mimetic isomorphism

(copied from othepsandnormative isomorphism (gtitutional entrepreneurshiplhus,

the Chinese government could have acted because it was necessary to gain acceptance
by international institutions such as the WTO, the IASB tmational enterprises and

the Big 4 accounting firms (coercive isomorphism); or because it sought to copy other
countries, western countries in particular, where multiple professanalinting

bodies operate (mimetic isomorphism); or because instialtemtrepreneurs within the
government saw potential knowledge sharing and contributions resulting from having
western professional bodies in China (normative isomorphiene)vertical axiof the
analysis asks whether the organisational legitimisingesfies of changare

symbolic/decouplinga combination of both, aubstantiveWith regard to these
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classificationsasSuchmar(1995 points out, substantive includes strategies to gain
improvementsn output and/or achieve technical efficiencies, while symbolic strategies
are followed to shape thestitutional context by more ceremonial chanyékere

symbolic considerations are paramount some element of decoupling may be present
Thus, it could be that the Chinese welcome western professional bodies to gain
improvements in the sector, or simplyfo appear anceds sake, or
both.When using this framework it is important to realise that these boxes are not
mutually exclusive. Thus, on the vertical axis there is a middlé box
substantive/symbolit to encompass those findings whigbpear to involve a mixture

of strategic goals.

In terms of the second research questi@PA Australi ads experier
into Chinai Matrix 2 in Appendix 5 is designed so that analysis findings from

interview responses can be placed in oheine cells. On the horizontal axis, as for

Matrix 1, there are columns for the NIS isomorphisms where possible responses are

listed, such as: the move into China was enforced by a changing external environment

or by external pressures such as governmegnilations (coercive isomorphism); driven

by a need to copy other organisations such as the ACCA (mimetic isomorphism); or

driven by senior officials of CPA Australia who saw an opportunity in the Chinese

market (normative isomorphism). By contrast, @stlhe first research question, the

vertical axis comprises three roveymbolic/decoupling, a combination of substantive

and symbolic, and substantive. Such an arrangement of rows allows different
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interpretations along a continuum: is CPA Australia extends core business
(substantive); is the drive partly core business but partly aimed ateoktway of
window dressing CPA Australiabds internat.

context; or is it entirely symbolic.

To answer the thirdeisearch questidinthe attitudes of individuals to a western
professional accounting qualificatidrthe method of analysinteindividual interview
responsewassimilar to the method adoptéar the first two research questioescept
thatthe horizonal axis utilises elements of legitimatthyeorydrawn from Suchman

(1995, and the vertical axis shows individual legitimising strategies rather than
organisational legitimising strategidus,as shown in Maix 3 in Appendix 5 the
columns are labelledndividuals motivated by narrogelfinterest believingthatby

joining a western professional body they will gaidigct benefit (pragmatic)

responses indiciaty that they think they should do this as it is a good and right thing to
do for the longeterm(moral); or individuals recognise the vawf belonging to a
western professiat accountingoody and it is this recognitiainat draws them to
belong(cognitiveg. The vertical axis consists of two rows: substantive action and
symbolic inaction. Such an arrangement assists in the interpretatidfecent actions
taken by the individuals interviewed: whether they would be willing to complete a study
programme and take examinations to gain a western professional qualification
(substantive action); or whether they are unwilling to make any é#foerds acquiring

a western professional qualification (symbolic inaction).
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Lincoln and Gub41985 note that many researchers strive to improve the data
processing at the level of data analytical techniques, in other words, the research
method. The use of matrices are strongly recommended by Miles and Hul§&a®4n

to improve data reduction and data display, which is the teslridopted for this

research. As suggested by Miles and Huber(h884), matrices can display reduced

data in a systematic way. This allows further thought about the research questions and
careful consideration of what portions of the data are needed to answer these questions.
It also enables a more focusewlaoherent analysis drorganisation of information.

Three matrices were developed to report the findings of this study. For each matrix,
each cell reports the findings in terms of what was found in most of the interviews, or in
some of the interviews, @m none of the interviews. The analytical framework of these
three matrices was constructed in such a way that other researchers who analyse the
interview data collected in this study, using this analytical framework, could reach

similar findings.

5.6 Data Evaluation

In qualitative research, data evaluation is critical. Findings of qualitative research are
often criticised as being unreliable, invalid, not statistically generalisable and therefore
untrustworthy when compared with findings of quantitativeaedgAhrens, 2004
Alvesson, 2003Qu & Dumay, 201} To ersure the trustworthiness of qualitative

research, a variety of suggestions concerning data evaluation have been made by
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researchergAlvesson, 2003Greene, 1994.illis, 2006; Lincoln & Guba, 1985Patton,
2002 Qu & Dumay, 2011Robson, 1998 Rather than optimising the technique of the
qualitative interview or trying to get the interviewees to be hoAdstsson(2003

suggests that the researcher should spend more time reflecting on the process of
guestioning as well as the meaning of the interview findiQgsand Dumay2011)
advocate the use of a more reflexive approach where the researcher should be able to
step out of the interview and reflect on how the researcher himself/hersetier
environmental factors, may have impacted on the data collected. Most importantly,
Lillis (2006 emphasises maintaining a balance between allowintpéarichness of
interview data and ensuring the trustworthiness of the way the research is conducted.
Trustworthiness is concerned not only with data collection and data ar{&lgtisn,

2002, but also with the findings and whether the findings of an inquiry are worthy of

attention, and of taking into accouhincoln & Guba, 198h

In the conventional positivist paradigm, the evaluation caitef quantitative research
are internal validity, external validity, reliability, and objectiviBryman & Bell, 201).
However, to establish the trustworthiness of a naturalistic inquiry, a different set of
evaluation criteria needs to be used in qualitative reséasadibility, transferability,
dependability and confirability (Lincoln & Guba, 1985Robson, 1998 Each criterion

is discussed in detail in the following sections.



5.6.1 Credibility

Credibilityisthenat ur al i st 6s substitut e(Lihcom& t he p¢
Guba, 198k The implementation of credibility encompasstes goals: first, to

enhance the probability that the findings and interpretations will be found credible;

second, to have the findings approved by the constructors of the multiple realities being
studied. Two techniques were utilised in the current stoidtycrease the probability

that credible findings and interpretations would be produced: triangulation and

prolonged engagement.

Triangulation was used in this study to improve the credibility of the findings. As
Denzin(1978 suggests, triangulation can be achieved by using multiple and different
sources, methods, investigators and theories. For this studydh&tivedocument

anay si s method was used to verify an inter
happened. For instance, two interviewees talked about the dramatic change in the legal
authority of the Shenzhen CICPA office as a result of a change in leadership in the

Mini stry of Finance. To verify the intervi
documentdNo. 3 and No .4 (see Appendix 6)vhich were issued in 1995 and 30T he

change in the legal authority of the CICPA office in the Shenzhen special zone was
apparat when the two legal documents were compared. The effect of the change in
leadership was also verified by searching the relevant website for profiles of the two

| eaders. To further I mprove credibility,
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compari®ns with responses from a different sour@nother exofficial of the Ministry
of Finance. I n addition, CPA Australiads

contrast with responses froofficials from CPA Australia.

Lincoln and Gub41985 suggest Oprol onged engagement 0
the credibility of quatative research. Prolonged engagement means the researcher is
involved with the research topic and issues associated with it for a long period so that he
or she is able to detect and consider any biases or distortions that could have occurred in
data coléction and analysis. This research commenced in September 2010 and the final
interviews and follomup phone calls were completed in January 2013. During this
prolonged period, the researcher was able to engage with the interviewees through
follow-up intervews. For instance, an informal conversation was conducted with one
interviewee on 10 September 2010, then a formal interview with the same interviewee
took place on 16 July 2012. This was followed by a number of email conversations and
finally two phone alls on 13 September 2012, and 21 January 2013. Next,

transferability as a criterion of data evaluation is discussed.

5.6.2 Transferability

Transferabilityis the naturalits substi tute for the positi
validity. In the positivist padigm, external validity (applicability) is established when

the sample is representative of the population, and then generalisation will apply to all



contexts within the same populatinncoln & Guba, 1985 However, such a

statement does not apply to naturalistic inquiry. Transferabitbgidersvhether the

original investigator is able to provide sufficieméscriptive data to allow readecs

make a judgement on the context to which transferability might be sought. It shifts the
burden of proof of applicability from the researcher to the reader who seeks to make an
apgication elsewhere. To make a judgement on the contextual similarity, the reader
needs to accumulate sufficient empirical evidence about the céhitestin & Guba,

1985.

Transferability of the findings of the current study is established by providing as much
descriptive information as possible about the context of thandsé make a
similarity judgement possible. Dependability in terms of data evaluation is considered

in the next section.

5.6.3 Dependability

Naturalists use dependability as a subst |
paradigm(Lincoln & Guba, 198% Reliability is defined as what is stable, consistent

and predicble and it is often confirmed by successful replicatisimilar research

done under similar conditions yielding similar findigscoln & Guba, 198h The

concept of dependability is broader than reliability as it includes factors of both

instability andchanges caused by the design of the res€hicboln & Guba, 198h
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Lincoln and Gub41985 suggest that the use of triangulation can improve credibility,

and that a demonstration of credibility is sufficiemestablish dependability. As

discussed in section 5.6.1, in the current research triangulation of methods and sources
was used to establish credibility. Hence the dependability of the findings was also
enhanced. However, Lincoln and Gut885 also consider this technique to be a weak
approach as it does not deal with the depdility issue in principle. Therefore two

other techniques were also used in the current study to establish dependability.

One technique used to establish dependability wasshef a serastructured

interview guide(seeAppendix 4) This assured the ogarability of interview data by
puttingthe same questions to each interviewee within the same caf@gaign, 2002

The other technique adopted was the careful assessment of the interviews to decide
whether there lthbeen any inquirer big®enzin & Lincoln, 200%. In particular, the
researcher assessed whether interview participants were interrupted in the middle o
their statements. The researcher always waited for interviewees to finish their
statements or comments, and then probed further if necdkgargin & Guba, 198h

The drawback of waiting for interviewees to finish their comments is that sometimes
these comments may drift from the main topics of the interview. The integuale

was very useful here in ensuring that the researcher could always come back to the main

topics. Next, confirmability, the final data evaluation criterion, is considered.
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5.6.4 Confirmability

Confirmability is the natwsalirst @s i ©mb off i
Scriven(1973pr ovi des a qualitative definition
confirmabl e o r-96)lothef naturatsticdparadigm, .conférbability

considers whether the charagécs of the data are confirmable and logigahcoln &

Guba, 1985

Guba(198]) suggests that triangulationagainone of the techniques that can establish
confirmability and the adoption of this technique in this research study is discussed in
section5.6.1. Furthermore, the three matriceseAppendix 5) constructed for data
analysis were used to link findings to specific interviewees and important quotes from
them. In this way, the researcher was able to assess whether or not each finding was

confirmed.

5.7 Ethical Implications

Ethical approval indicating that the carad of the interviews followethe ethical
guidelines issued by the Auckland University of Technology Ethics Committee
(AUTEC) was required. An ethics application was made and approvetlHi£& on

22 November 201{seeAppendixl1). The reference number of the ethics application is
11/287. The ethics application also included: the Participants Information Stexets (

Appendix 2), the Informed Consent Rt GeeAppendix 3), and the Serstrudured
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Interview GuidesgeeAppendix 4). To protect the privacy and confidentiality of the
research participants, a number of methods were adopted in this researdhll First,
communication and research activitiesreconducted in an honest and respecifay.

The researcher adviggarticipants about the background of the research, their rights in
the conduct otheresearch and assdreonfidentiality.Second, sategiesvere
implemented to protect any information réeiatto the identities of participasunless
permission was given to disclose titles and organisations of the interviewees. Strategies
includeassigning a code to each interview transceptiassigning pseudonyms tioe
names of participantshird, therewasno power imbalance inheremt the relationships
between the participants and researcher because the partivipagtempletely
independent from the researcheaast, Hofstele (1980 and Locket{1988 suggest that
Chinese culture displays a art degree of uncertainty avoidance. People often feel
threatened by ambiguous situations. Therefore, the reseéirsherote to participants
explaining the purpose diis research and descily the type of information thahe
wasinterested in colleting, and then followed up with a polite phone call to clarify any
ambiguites The researcher also alse ParticipantdnformationSheet(seeAppendix

2) to describe the broad objectivestioé researchto ask for permission to record the

interview and tohighlightt he parti ci pantods right to ref
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5.8 Summary

This chapteris organised firstto review the research question. Secondoiisides
naturalistic inquiry and its philosophical axiormiird, thedata collectiorsection

begns by considering therimary data collection methddthe qualitative interview
This s followed by a discussion of the secondary data collection méthadlitative
document analysis. Fourttheanalytical framework is described inform the rader
abouthow datawere analysedrhis framework is original in that it combines elements
of two theories with which an analysis can be condué&telly, the chapter discusses
data evaluation and the ethical implications of the rese@hehaim of thechapter is to
fully apprise readerabouthow the empirical dathave beembtained and interpretesb
that in Part Twavhere the findings angresented andiscussed the method is

thoroughly understood.
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Part Two: Findings and Discussion

CHAPTER 6: China in the Glo balisation of

Accounting
6.1 Introduction

As discussed in Part One of this thesis, extensive research has been done on the formal
professionalisation process of the western professions in their jurisdictions. However,
Leicht and Fennel[2008 argue that the penetrability of boundaries resulting from the
embeddedness of the Angeaxon professional bodies is more likely to be observed

outside the western jurisdictions. The expansion of these western professional bodies
outside their jurisdictions has not yet been studied in the literature. Many researchers

have drawn attention to the growing embeddedness in the Big 4 accounting firms, the
Anglo-Saxon professional bodies, thBNEs, and international institutions such as the

IASB, the IMF and the WT@AIbu et al., 2011Larson, 1997Samuel, 2006Sikka,

2007). The gowth of these interrelationships has caused global tensions because there
have been signsbamkdhdqai rodt at H(gknakitmnp st i t v
2012. To investigate the phenomenon of the western professiooat ount i ng bod
expansion into China, this chapter discusses how the Chinese government as an
institutional organisation is affected by the western institutional organisations in terms

of various forms of homogeneous isomorphism. Furthermore, this chapter explains

whether the actions taken by the Chinese government to legitimise itself in the eyes of
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these international institutions are symbolic or substantive.

The key research questidealt with in this chapter is:d¢#v does China view the
western professi@t accountingoodie® To answer this, the next section of this chapter
(section 6.2) presents the findings from the interviews with current afithieese
government officials, key @PA personnel, senior accountants in China and Chinese
academics in accounting. The findings were analysed according to the analytical
frameworkdetailedin Appendix 5 of this thesi§hemespresentedn this section are
informed by the theoretical framewkodiscussed in Chapters 3 and 4, in terms of
coercive, mimetic and normative isomorphism, and the substantive and symbolic
elements of the findingare also considere&ollowing the section on the findings and
analysis is a discussion of the implicatiafishese findings and their integration with
NIS and legitimacy theory in terms of the themes arising from the analysis (section 6.3).

The last section (section 6.4) concludes the chapter.

6.2 Findings and Analysis

6.2.1 Coercive Isomorphism

Perera(1989 refers to the need for nelnglo-Saxon countries to develop accounting
according to their own cultural environmeandsuggestshat their governmeamay
need to control the profession to safeguard the public interest. Mbst interviewees

including government official]acceptedo some exterthe views expressed by Perera
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(1989. The government official from thdinistry of Finance explained

CICPA does not havhe authority to execise power in many aspegts

for instance they can only issue warnings to accountants who breach

the cods of practice. CICPA has to refer cases of serious-non

compliance tdheMinistry of Finance ashisi s out of sCl CPAG6s h
Accordingtothe Lawofth Peopl eds Republic of Chir
Public Accountantghe Ministry of Finance hagheauthority to punish

accountants for their breaelsof the codes of practice, impose

financial penalties, cancel registratsn as wel | as approve
registrations and licencegInterviewee No010)

TheMinistry of Finance in China has absolute legal power to govern the accounting
service industryandits duties extend to monitoring the local professi@talounting

body theCl CPA. I nt er v iaeweaifeed by analgsiv of éhe legal

documents. As stated in Articledbt he Law of the Peogl eds Re

Certified Public Accountants

The Finance Department of the State Council, and the finance
departments of provinces, autonomous regjiand municipalities

directly under theCentral Government shall supervise and provide
guidance to CPAs, accounting firms and CICPA according to the law
(Nati onal Peopl)ds Congress, 1993

Furthermore, the law giveéke Ministry of Finance authority to approteeregistration

of CPA firms in Articl e 2b&hythdifiRandal i c acc ol
departments of the people's governments of provinces, autonomous regions or
municipalities directly under the Central Government shall be filed witkitience
Department of the St(Haei €GoahcPéeopbeds h€on

TheMinistry of Finance also has absolute authoritimposepenaltieson CPAs and
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CPA firms, whichis clearly stated in Article 39

If a public accounting firm violates the provisions of Article 20 or

Article 21 of this Law, the financial department of the people's
government at or above the provincial level shall give anwayto the

firm, confiscate its illegal income and may concurrently impose a fine

of not less than one time, but not more than five times the value of the
illegal income. If the circumstances are serious, the financial
department of the people's governingnor above the provincial level

may also suspend its business operation or revoke its businesg.licen
(Nati onal Peopl)ods Congress, 1993

This thesidoundthat there is a very high level of government control over the
profession and the professional body in China even 2itgears of economic reform.
As suggested by PerefB989, this may not necessarily be a negatigea communist
country as China is developing its own accounting industry according pautgular
social and cultural environmentStrong control by the Ministry of Finaa maybe

better tharthe CICPA in safeguarding the public interest.

Since the accounting profession in China is under strong government control, its
collaboration with global accounting institutiossich agthe World Bank,the IASB,

western accountingrfns, and professional bodies directed by the governmerithe
Chinesgover nment 6s coercive power cannot be
internationalisation of Chinese accounting standards. The government plays a critical

role in the process of internatialisation and d changes and adoptions depend on the

government 6s deci sion making.

As Cal |l ao, J 600 suggest, with refe@reedto @mmmunist and ex
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communist countries, a lack of political will rooted in local culture and a strong national
outlookhaveprevented a trulynternationaharmonsed framework. However,

according to the report of the Insti¢é of Chartered Accountants of Scotland (ICAS)
(2010, theC h i rMani&tsy of Finance is very supportive of China converging \iliid
principle-basedstandards issued by the IASBome issues remain to be resolved:
disclosure of busineg®lated parties, fair value,wersal of impairment losses, and
treatment of government grants. Many of the interviewees agreed sithetvpoint,
including government officials, senior accountants and academic researchers. Their
main argumenivasthat convergenceith international eandards is welcomdut that
adoptionof themwould be a step too far and not compatible with the Chinese cultural

environment. As the official &m the Ministry of Finance admitted

Chinads accounting standards are an i |
Becausethey area part of our lawtheyneed to be written in Chinese.

We have t@onvertthe IFRS to standards that we can understand and

apply in China. We promise that we vatintinue converging with the
IFRS.(Interviewee No010)

The ICAS(2010 report makes the poithatthe IFRS are complex and difficult, and
when translated into local languages, may be easgiynterpretecbecause atheir
complexity and the use of English terms which are not easily translatable. Other
interviewees expressed a simN@wpointwith regard to adoption dfieIFRS. As a

senior official fromthe CICPA expressed in a coloutfway:

Even though we are learning from the West, we cannot blindly mimic
everything from the West. We hope to preserve our traditions which suit
the developmentftheaccounting i ndustry in our ¢
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borrowed from the West are not practical, because they can only

prosper and develop after being | ocal
months ago | bought a plant which can only grow inSbth. It was

October nh Beijing andt was quite cold. The plant was about to

blossom when | bought ihoweverbecause of the change in

environment, all the petals fell offhen Ike somethingeborn, the

plant localised itself and there were new petals coming out

(Interviewee Nol11)

A senior academic explained these differences between China and the West in terms of
the economic, social and cultural environnsehle believed these differences would

prevent China from adopting the IFRS:

With regard to full adoption, | thinkke may need to modify the

standards to adapghemto the special conditions in Chinacluding

differences in language, culture and regional economic development.

China is a developing country, not a developed country, therefore we

are converging and ware not able to completely adapie

| FRSéanother problem is Chinads econo
bySOE€ cer t ai nl y t h ealdfferdntesiesignifeano f cul t ur
Chinese culture and western culture are very differ@nterviewee No.

9)

Interestingly, most senior accountants believe that Chinese accounting standards are not
much different fronthe IFRS in principle. However, when the researcher probed

further, they admitted that there are differences in praaspecially br those

accountats who have wstern professionalccountingjualificationsandbecome aware

of the differences after completing tvestern professional programme. As a senior
accountant who recently completing CPA Australia programme argained CPA

membership admitte

In the past, | always thought that thevasnot much difference
between Chinese accounting standards thedFRS as China has been
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converging witithe IFRS. However, last year | went to Australia to
study (the CPA Australia programme) via the Inteioadl Partnership
Programme (IPP) and realised that there are quite a few differences in
many aspects. Convergence does not mean Chinese standattie and
IFRS are almost the same. Certainly there are still quite a few
differences in practicgInterviewee\o. 12)

Despite the strong power of the Chinese government in setting accounting standards and
in the administration of the Chinese accounting professincoercive power of the
government over the accounting field is limited witegncountes westernprofessioal
accountingoodies Thus, the attitde of government officials toestern professiai
accountingoodies is coloured by their inability to control and dime these foreign
professional accountingodies One CICPA official fromthe Beijing office declared

that in Chinese eyes they are not so mudifessional accountingpdies as foreign

investment companies

So far all the westerprofessional accountinigodieshaveentered

China intheform of foreign investment compas As withCPA

Audralia, they may be registered as ffot-profit organisatiorsin

Australia but operat in asimilarwayt o a companyét hey ar e
companies in Chinese eyeséChinese | aw
register as a society @ nongovernment organisation in Chinand

therefore they have to register as a foreign investment company which

is regulated under the relevant foreign investment law. Certginéy

call themselvethe CPA Australia representative office atite ACCA

Beijing office when they promote themsebeethe public (Interviewee

No.11)

This view wasendorsedy the official from the Ministry of Finance. She also expressed
her concern about the regulatiorvadsternprofessional accountingpdies in China and

admitted that this is a very sensitive isamethatthe Chinese government has to deal
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with it very carefully

There is no law gimg power tothe Ministry of Finance to govern the
westernprofessional accountinigodies in China. There is some
discussion in the relevant government departments gbliernment
also considers this a sensitive issue as it may impact on relatignship
with western countries. They recognise this problem and want to
regulate, but haven't worked out a soluti@nterviewee No010)

These views indicatinat CPA Australiathe ACCA and othervesternprofessional
accountingoodies are not regarded as professiaccountingoodiesbut as foreign
companies by responsible officials. As the literatitedin Chapter2 makes clear

there remains a cultural divide between An§lxon perceptions of how the accounting
industry should operate a@lh i n a 6 sthewva¢ceuntingooperation as being much
more a part of government control and direction. Interviewees did not foresee any
change opossiblecompromise in this position, ctnuingto makethe point that China

will develop in its own way buwill borrow or adapt what other systeo@hoffer.

The question of how coercive the international institutional bdtesbeenin forcing
China to welcome these changesslargely dignissed by most interviewees. The
government officials unanimously rejedthe issue of coercioidowever, the
government official fromhe Ministry of Finance complained about inedgstwith

regard to reciprocity iprofessional accountingractice

Theae are quite a few Chinese enterprigleatinvest overseasuch as
inAustralia and New Zealandéit is very
to get visa when they need to conduct auditing work for subsidiaries of

these Chinese enterprises overseas. Inrastithe Chinese
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government is open to foreign auditors and always grants tasa
auditors. This is not fair(Interviewee No010)

Many senior accountants and academics believetliea¢ has been coercion by
international institutionsespeciallyMNESs. In particular, an academic researcher

pointed out that China has been forced by external pressures to converthe RS,

From my point of view, China convexdwith thelFRS because of
external pressure. FirstheEU adoptedhelFRS in 2009 and redped

all listed companies to adoft Chinanoted thisand realised thait

had to usethe same accounting system if it wedtb communicate with
the rest of the world. SecordNEslobbied the Chinese government to
converge witlthelFRS so that theiriiancial reporting costsouldbe
reduced. TheskINEscan be very influential and persuasive
(Interviewee No. 21)

Suchaview is alsoendorsedy the exofficial of the Ministry of Finance in ChinaHe
has been working ithe CPAAustraliaMelbourne headffice as asenioradvisor since
2000.He differsfrom those government officials interviewed in Chinahathe is
more open to the questioaboutthe coercive powemposed on Chinay the
international institutional bodies. As he recalls, the adopfdhe IFRS was largely

because of external influences from MNEs

MNEswith operations in China needito consolidate the accounts of
their Chinese subsidiaries with the accounts ofrtparent compaies
During that period, China used its own accountstgndardswhich

were very different from the international accounting standards. To
consolidatetheir accounts, these Chinese subsidiaries had to prepare
another set of accountssing thenternational standardsvhich

resulted in doubled cost§heBig 4 were the only accounting firntisat
could prepare these accounts at that timéth regard 6 the Chinese
government, lobbying from tidNEswas the main reason for adopting
the IFRSChina models itselfontHégSs o why di dndét we
GAAP? Thawasbecause we feel thdte [IFRShave beemore widely
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adopted internationally and waa very good reputation(Interviewee
No. 3)

While IrvineandLucas (2006) observe that there are pressures on developing countries
from the World Bank or th®INEsto adopt or converge witthe IFRS, it is interesting

that with regard to coercion, the government officials interviewed unanimously denied
such a possibility. On the other hattik accountants and academics interviewed largely
agreedhattherewassome cercion from international bodies suchtasWTO, the

IMF, theIASB, MNESs, andtheBig 4. A probable reason for this dividetween

interviewees is that to admit to being coerced asdmit to beingveak and therefore

lose face. Government officials arkdly to feel this more keenly. However, some
interviewees referred to a gentle form of coercion applied by the Big 4 accounting firms
ontheirentry into the Chinese markethich was taultivate relationships with very

senior governmertfficials including the Prime Minister

With regard to your question about hdlee Big 4 could audit most of
the largestate-ownedenterprises(SOEs)n China, this was something
to do with our government. To our surprise, our government opened its
doors completely taheBig 4 intheaccounting service industry. The
reason was becauske Big 4 wereso professional irtheir public
relations! To gve you an example, as tbgector of an accounting firm
it is amatter ofprestige for me to make friends with the CEQhar
CFO of a large corporationTheBig 4 were totally different! They
made friends with our Prime Ministehe President othe Ministry of
Finance, and provincial government officialdle can never compete
with them (Interviewee No31)

The same intervieveecommentedurtheron western colomiismin theaccounting

industry A Thi s i s a corialisenif wefcamsider the &ccounting industry as
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t he boundar ynteoviewea Noc3d)m seems that most of the interviewees
view the entry othese accounting bodies as a form of western calismand that

because the colaslismis not voluntary, it represents a subtle form of coercion.

The result of the successful colalismof the Chinese accounting field is that forms of
Chinese resist@e have surfaced especially around the area of national security. Many
senior accountants and academics raised conabomgnational security as a result of
SOEsbeing audited byheBig 4. An accountingrofessor from one of the top
universities in Beipg explainswhy China is increasingly concerned abaoational

security:

Every country protects itself. For instance, th&will not allow

Chinese accounting firms to audit American banks. Japan does not

welcomeheBig 4 and therefore imposes regulatsoand controls over

thar operatiorsin Japan. If you take a look at the accounting service

industry in Japan, there are ovB0,000accounting firms and those

| arge Japanese corporations are audit
we aresimilarly concerned hout our economy in terms of information

safety. We also need to protect our accounting service industry. Every

country is concerned about itsvn interests(Interviewee No. 9)

The accountingr of essor 6s expl anation | sparmerofsi st

Grant Thornton Shanghai with &gl to a conflict between the W@ad China

Secrecy and privacgre the big issugright now, because the PCAOB

in the UShascreatedproblems in the recent case with Deloitte
ShanghaiThis firmaudited one Udisted company [called Longtop],
sothe PCAOB askd forinformation about that company. They wanted

to review the work papers, and of course Delaifesed to comply
because in China we are not allowed to release private and confidential
information. Sdhat secrecy lawvas introducedOf course this is
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really a conflictbetweertheUS and China. They have ngdt reached
a compromise on who can review whnterviewee Nol16)

Because of the concern about national information se@s#yidenced aba;, senior
accountants and academics interviewed believehk#&hinese government is slowly
closing its doas to the Big 4. Theartner from Grant Thornton Shanghai is aware of the
Chinese governmediteendency to move away from the Big 4 as audit leadée

commengd

Yes theChinese government might prefer local audit firms toBige4
and there is a tendency, | think, for the Chinese government to move
those bigSOEsaway from theBig 4 because of those issues. Atbey
dondt | i ke polyexerdisedrytheBm # or,rasyoucaall it
domination (Interviewee N0.16)

Thepartner of Deloitte Beijing reveals that big Chinese local firms are taking over some
of their clients (especiallgOE9 with support from the government. However, most of
the big corporations (including major banks) are still audited bBidpd. However, he
pointed out that one of the major banks had moved its audit to a big local accounting
firm (Interviewee No. 37)Thepartner of RSM (a tof£hineseaccounting firm)

corfirmed that RSMVhadjust won the contract in a bid against the BigMerviewee

No. 14) Thedirector of aChineseaccounting firm strongly supported the tightenuy

of policies however he thought itvasa bit late for the government to realise the

drawbacks of opening up to the Big 4

At the momenttihe Chinese government] wants to restrict the
operatiors of the Big 4, which | think should have been dateng

time ago. More importaiyt, the service provided by the Big 4 conaern
top national secris in China. Our government did not realise this until
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the Big4 had foundoutadlurs ecr et s. adwe baveatready | at e
made a big mistakélnterviewee No. 31)

This director represents the interestaffineseaccouring firms. It seems that Chase
accounting firms are keen to see the Chinese government moving away from the Big 4
andbelieve that the recent policy of domesticating the Big 4 firms is just a start. Article
11 of the Big 4domesticating policy requires tlehief partner in accountignfirms to

havethe CICPA qualificationas well agChinese nationalitgMinistry of Finance,

2012. Accordingto Article 7 (4) of the policy

On the date that the 8¢ are transformed into the special partnership
accounting firms, the proportion of partners who do not hhee

CICPA qualification shall be lower than 40 per cent; by 31 December
2014 ,this proportion shall not be higher than 35 per cethiis

proportion shall not benigherthan 25 per cent by 31 December 2016
and shall not be higher thar02er cent by 31 December 2017.
(Ministry of Finance, 201p

However, a senioconsultant from Ernst and Youwrgnsidergshat these regulationsill

not work effectively

These notChinese partners can live with the new policy and they will
find a way to get around it. These requirements are quite symbolic
because audit reports arsigned by locaChineseauditors and

partners but these ne@hinese partners are in charged earn the
highest salarieg(Interviewee No. 34)

In summary, responsegeredivided as to the extent of coercion applied to China from
foreign sources. Most iatviewees acknowleddehatthere has been some form of
colonialismwhich is now increasingly resented. The divisieasbetween the

government officials on the one hand, and accountants and academics on the other. The



government officials resistithe idea that China has been subject to any form of
coercion, while the accountants and academics comesitteat acoercive influencdéas
beenat work resulting in acolonialismof the accounting field by the western

institutions. Because many of tB®Eshavemoved away from the Big 4, it would

seem that China is increasingly resisting that influence. Such resistance indicates that
initially there have been some isomorphicrcoge forces which brought theastern

institutions into China.

6.2.2 Mimetic Isomorphism

With regard to mimetic isomorphism, feeld].
governing responses to the questtdhow much China is copying others. Again, to
admitto copying is toadmitthat theChinesesystems are inferior. One senior academic

observer interviewed raised this paint

Face is very important in China and especially in government circles.
Acknowledgement of copyirifjrecognised at allis likely to be

explained in terms of taking the best the others have to offer and being
open tonew learning. Otherwise, just to adrtotcopying is to adhit to
having inferior systemglnterviewee No. 44)

Consistent with the observation above is the interview thiglCICPA Beijing official,

who with specific regard to the nature of the accouritodession declared

Certainlywehave done lots of preparation work to improve CICPA
examination model$Veanalysed and borrowed the examination
models of many internationally recognised professiacabunting
bodies.Nowthe Chinese CPA exam also indes both technical and
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professional components. This is to make mutual recognition easier and
also provide a platform for CICPA to collaborate witlestern
professional accountingodies (Interviewee Noll)

The CICPA official reinforcd the point that opying described as learning from others

and taking the best from them is appropriate and therefore not a sign of weakness.

While his response in tifermer part of the interviewan be seen as an admission of a
reactive approach, in the latthe officid emphasisé a more proactive element of

mimetic isomorphisnthat is aligning with other international professions will

facilitate future mutual recognition. Thus the first pattdfC | CPA of f i ci al 6s
referedto substantive changes that haverbamtroducedwhereas the latter comment
wasmore symbolic than substantive. The same official looks forward to what he called

At he gold standardodo of professional me mb
symbolic of the best in international preggonal accountingi We st arted t o i
the CICPA examination modai 2008. By 2010, waadofficially adopted a new

examination model. Generally speaking, the purpose ofauichprovementvasto

improved he gol d standar doé 41 HowéverREedCAS | nt er vi
(2010 report denies such an improvement and makes the point that most of the CICPA
exam is multiplechoice and memorased. There is little in the exam which requires

candidates to think and apply judgement.

Mostinterviewees disliked the allagon that China is copying from foreign practices.
They preferred to say that China is learning from the best foreign sources. How much

China is learning is debatabkes the ICAS (2010) report demonstrates. Currently the
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CICPA exams mostly memonbasedand technicalwhich indicates that while China

has promised the IASB to promote thinking and judgement, such a promise appears
symbolic in the absence of any substantive changes being made to the examination
format.To conclude the section on mimeticnsorphism, the viewpoints of the
interviewees are valid but their responses do raise the question of how much learning

from the best can be seen as a form of mimetic isomorphism.

6.2.3 Normative Isomorphism

The normative isomorphic findinggerederived in twoparts. First, thereverethe
normative isomorpic influences which explain, in terms of learned experiences, why
senior Chinese officialareinfluenced by international institutions such as the World
Bank,theWTO, theBig 4, and so forthSecond, from # interviews there ase
normative expressions as to whigtofessional accountingody Chinashould be

mostly influenced by.

An example of the first kind of influence arose when several intervieweasding
three former government officials and seVveenior accountantseferedto the
normative influence of Mr Li Yong, the form&ecretary General of the CICPAwvo
former senior CICPA officials in Shenzhen special economic eelated thatvhen Li
Yong was in chargef CICPABeijing, he granted irependence to the profession in

Shenzhen along western linesaking it similar to the profession in Hong Kong
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(Interviewees Nos 32 and 33i their view Shenzhen was fortunate that Li Yong had
spent much of his working life within the international orgations overseas and had

been influenced by their methods and practices

The CICPA office in Shenzhen special economic zone was very special
at that time. We had laymaking authority. Similar to HKICPA, we had
administrative authority to impose penalti@siminister registratios

and so forth. We hatthe 1995 Administrative Regulations of Shenzhen
Special Economic Zone on Certified Public Accountants, which gave us
legislative power to regulate the accounting profession in Shenzhen
(Interviewee No. 32)

However, the independence enjoyed within the Shenzhen special economic zone was
shortlived. When Li Yong was appointed to another posittbe Assistant to the

President of the Ministry of Finance, his replacemiistFeng Shuping made her

impact by revesing many of his decisions and ideas. Her actions caused disagreement
with and tension between the Ministry of Finance and the CICPA (InterveNeeseS,

32 and 33)with the result that the Shenzhen brancthefCICPA lost its independence
and was govewrd by theMinistry of Finance in Beijing. Therefore, the two former
officials, believing the change to be a backward step and not in the isteirdse
accounting profession, resigned their pgbiterviewees Nos 32 and 33)he shor

lived normative ifluence of Li Yongs referred to with some regret:

Our old chiefLi Yong who iscurrentlythe Vice President dhe

Ministry of Finance, used to work in PWC in the US treWorld

Bank. He was familiar with situations overseas. He was very supportive
of the independent model thie CICPA Shenzhen office and advocated
this model. However, his successor took away the legislative power
fromthe CICPA Shenzhen office once Li Yong [@fiterviewee No. 33)

181



The removal of legislative power is apparent whemgaring the original 1995

administrative regulations with the amended 2003 regulations published by the Standing
Commi ttee of Shenzhen Municipal Peopl eds
administrative regulations, according to Article 32 Responsibilifi€&GPA Shenzhen
office,theCI CPA Shenzhen of f iravethelestablishanerit df GRAI t vy
fimsandCI CPA r egfimakesbpdodad acti ce and rel eval
fimposeadministrative penaltiesn CPA firms and CICPAs that violateh e r egul at i
(Standing Committee of ShenzhphhesBluni ci pal
legislative and administrative powersneeompletely removed from the amended 2003
regulations. Instead, the municipal Ministry of Finance department was given the
legislative and administrative powgtanding Committee of Shenzhen Municipal

Peopl eds Cphbngress, 2003

However,Ms Feng, thevoman whoreplaced Li Yongandwho had a more Maoist
outlook, has since been replaced by another officitdefinistry of Finance Like Li
Yong, hehas had wide international experience and has slogdyn to liberalise and

decentralise the profession in China

The Vice President afie Ministry of Finance, Wang Juhasplayed a
significant role in developing the accounting industry in China. He has
been involved in administrative worktime accounting industry in
various government departments. He has a very strong relationship
with accounting and wants to do something different. Two of his
initiatives arethe continuous training of outstanding professional
accountants antheinternationalisation of accountant@nterviewee
No. 3)
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Therefore, ass revealed by the above intervieweesan i ndi vi dual 6s

limited impact in the development of the Chinese accounting system. As-tifiéce

ef

of the Ministry of Finance o mme nt ed: fAChinads very speci

the normative influence of these leaders infthee | d 0 (| n t. Eronvthedimee e
of the Cultural Revolutionboth major and minafficials within the governmental
structurehave refrainedrom normative commesntsthesecan be viewed negatively.
Thisreflects the coercive power of the Madistdition of centralised control and an

appearance of harmony.

The second element of normative isomorphistatesto which international body
Chinashould bemostinfluenced by. Several interviewees make reference tglttel
accounting alliance (GAAWyithout being familiar withanyspecific members of the
alliance. They are, however, aware ttnetl CAEW andthe HKICPA are members of
this alliance and thahe ACCA and CPA Australia are n¢GAA, 2013. For reasons
not fully explained, th&AA is seen as the gold standartie Ministry of Finance
official heldthe viewthatthe CICPA is mordike theICAEW than other accounting
bodiesi C1 C P A professionah accountingody in China, it is similar to CPA
Australig oh no, | think itwould be more similar to theharteredaccountant

oogani sationso (Il nterviewee NO. 10) .

Other interviewees said it may be possible one day for Chieagage iimutual

recognition with the&GAA, but most were scepticalaying that they thought China
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would never want complete mutual recognition becausaristictional and territorial
iIssues. However, most interviewees look forward to exemptions on the basis of
membership ofthe CICPA. Currently, there is an arrangement whereby membdéng of
ICAEW andthe HKICPA can apply for mutual recognition withe CICPA by
completing only two papertaw andtaxatior(CICPA, 2013. This is the best exemption
that China can give and reflects the high value that China puts GA#eAccording

to aCICPA Beijing officiat

CICPA has mutual recognition with HKICPAGICAEW, which
means CICPA gives four paper exemptions to HKICPA and ICAEW
membersleaving two papers to complete including taxation and
commercial law. ...Theg@ofessional accountinigodies seem to
belong to different circles, for instance, ICAEW artdlEPA and some
seven or eighprofessional accountingodies have reciprocal
relationships (Interviewee Nol1l)

On the other hand, the interviewee also recogniseshthACCA and CPA Australia do

not belong tahe GAA

It is quite obvious in Hong Korthatif a person hashe ACCA
qualification and wants to apply for HKICPA memdlap, he probably
needs to take a few more exaifise me conditions apply to CPA
Australia as well. They are obviously in a different circle. This may be
because of historyras a reflection of the current statu$nterviewee
No.11)

A CICPA Guangdong officiaghlso made referende the perceived inferiority dhe

ACCA, andas withCPA Australiato ICAEW:

The CICPA qualification is a typical practising liagn which meas
that if you haveét you can sign audit reports in China. However, having
the ACCA qualification does not allow the practitioners to sign audit
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reports inthe UK. The ACCA qualification is inferior tilne ICAEW
qualification inthe UK. (Interviewee No29)

According to ICAEW(2013, the audit qualification in UKs issued by the ICAEW

under delegated powers from the UK CompaniesMCCA member need to gain an
audit qualification wih ACCA so that ICAEW will recognise it and grant the audit
qualification to the ACCA membegeveral intervieweesuggestedhdirectly that the
ACCA and CPA Australigualificatiors are inferior. The main CICPA webpage seems

to bear thiout becauseitshwos o nl y Cl CHRACAEWlandthdHKI@RAL h
while their links with CPA Australia are relegated to a minor page which is very hard to

find.

Another aspect dhenormative regardbr westernprofessional accountingopdies is

that they can be seas foreign investment compasrather tharprofessional

accountingoodies For example, thACCA is viewedas a training institution rather

than a profession. This is confirmby the CICPA Guangdong officiai To descr i be
in an improper way, ACCA israinternational training institution, and it is operated as a
commer ci al ent it ybhatthdAGCCAasseen amvommerchhloentity 2 9 )
rather than a profession, and by default CPA Australia, is a surprising fimding

particular becausthe ICAEW is rot perceived in the same light.

6.2.4 Legitimising Strategies

Lastly, the first research questi@atempts to answer the questmiwhether he
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Chinese government welcomié® entry of vesternprofessional accountingpdies

(includingthe ACCA, the CGA, theHKICPA, CPAAustralig the CIMA andthe

| CAEW) because the presence of such forei
claim tohavea strong voice in international accounting and financial organisatimts.
surprisingly, none of the governmaefticials interviewed expressabeview that

China wants or needs to legitimise itself by welcoming these weqstefiessional
accountingoodies into China. However, they allspoke r y proudl y of Ch
voice in international accounting anastlardsetting. A government official from

Ministry of Finance said:

In the past, theythe ASB] listened more to European countries. Now

they actually pay lots of attention to us. China Aasuch stronger

voi ce internat iteiM@8BcimgtoChégn®tof i ci al s of
communicate with enterprises and accounting firms and also listened to

our [Ministry of Finance] opinions. The newly appointed Chairman of

thelASB also visited China right after he was appointed. It shows that

China is becoming more importain international accounting

standardsetting (Interviewee No. 10)

In the remarks made by Hans HoogervOisEB, 2011, IASB Chairman, in Beijing,
he emphasiseithat IASB is supportive of China becoming a global leader in financial
reporting:

In accounting, China has made tremendous progress by building an

accounting profession and setting in place a process of continuous
convergence with | ER®welcdriiedbys devel opm
important international bodies like ESMA, the European securities

regul ator and the World Bank. Still, |
becoming a global leader in financial reporting is not fully fulfilled. If

China does want to becoragglobal leader in financial reporting, then

the IASB stands ready to support this ambition.
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Both the government official (Interviewee No. 10) and the official of CICPA Beijing
(Interviewee No. 11proudlymentioned about the appointmenao€hineseDr. Zhang
Wei-Gug, as a member of the IASBASB, 20133. On the other hand, many senior
accountants and academics believe that sociaMijlifurther legitimise the Chinese
accounting profession whem increasing number @thinese CPAs hold western
professional accauing qualifications as well. As explained by a PWC partner in

Beijing whohasachievedhe CPAAustraliaqualification:

Maybe it sounds ceremonial, but | actually feel that when more and

more Chinese CPAs hold west@mofessional accounting

qualifications, we can better represent China in international

conferences like the World Congress of Accountants meetingaksat

heldinKwl a Lumpuré so that we are doing a
ourselves and our country (Interviewee No. 24).

It wasa feature of thénterview responses that accountants and acadeveies
unanimously agreed thatitasin the interestof the country to have more Chinese
CPAs holdingwesternprofessional accountingualifications. Therefore, even though
government officials deed this practitione@s response that dual membership will
further legitimise the Chinese accounting profession on a global $wleonclusion
canbe drawn that the Chinese government might be seekinmsaiésted
legitimisation by welcoming these westemofessioml accountingnstitutionsto

operate in China.

With regard to the legitimising strategies, both substantive and symbolic strategies may

have been adopted as they are not mutually exclusive. The Chinese government has a
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number of collaborativerpgrammes with westeprofessional accountingopdies like
CPAAustralig theICAEW andthe HKICPA with theaim of improvingthetechnical
competency of Chinese CPAs. Therefore, such collaborative activities can be considered
substantive legitimising stregies. However, as reported in sectidh3.the perception
of theACCA as a commercial training institutican be seen as unreasonablerms

of functionality, because in every respg ACCA acts like any othgorofessional
accountingoodywould in China. By contrast, the willingness collaboratevith the
ICAEW andthe HKICPA canbe seen amorea symbolic thama substantive movin
improving international recognition and Chinese prestige. Symbolic considerations
concern image and reputation, wéas substantive considerations are more about
functionality and operatiofAldrich & Fiol, 1994). The constant reference by
interviewees to the gold standard of professional membership magihas motivated

more by symbolic than substantive considerations.

6.3 Discussion

The findings of the first research question are presented in the above sections and are
analysed according to the analytical framewsdefppendix 5). Themes that have
arisenfrom the above sections are informed by the theoretical framework. The
implications of the findings are discussed in this section, that is, how China views the
western accounting professions in terms of three forms of institutional pressure and

influence:coercive, miméc and normative isomorphisniihe discussion also considers
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the organisational legitimising strategies (either symbolic or substantive, or a mixture of

both) adopted by the Chinese government.

With regard tahe first research questiomuch of the theoretical argument centres on
an explanation by way of coercive isomorphjdginat is an alliance ofvesternised

global bodiestheWTO, the IMF, the IASB, the Big 4 accountingirms, MNEs and so
forth) had a significant impact on the ChinesegrnmentThe growing embeddedness
of these large international institutional and corporate actors have been criticised by
many researchers who argue that the dominance of these institutional and corporate
actors means standaseétting just serves the erests of a few powerful groups and
excludes other stakeholdéAbu et al., 2011Larson, 1997Leicht & Fennell, 2008

Sikka, 200

Sauddagan (2004, Doyonik and Pererg2007), and Antwi(2009 agreethat there is a
global process of accounting colonialism taking place whereby governments are
subjectedo pressures from international bodies to adopt what is largely a system
designed and deloped fo western countrie§.o an extent the findings of this thesis
support these argumeriist not without some contradictiorighe government official
interviewed were unanimous in declaring that coercive exogenous forces would not
sway the Chinese governmeanto accepting western accounting practi¢eshould be
observed that such government officials are likelggparty members and to share a

more Maoist tham liberal outlook. By contrast, most of thecountants interviewed



held that such foreign infences did have a coercive impact on China.

This thesisfinds thatthe Chinese government convergeih theIFRSin response to

demand from MNEs operatingn ChinaChi nads accountirng syste
established until 1993 anargely followedthe Sviet model whichwasin many ways

not able to support the rapid economic growth of the coustgept for the Big 4

firms, there were no accounting firms capable of prepaaumjtsaccording to

international standard$his is alscconfirmed byirvine and Lucag2006, who argue

that countriesackingexpertise in standarsetting and facing pressures from

international corporations are likely to adtipe IFRS. Similar claims of coercive

influenceby the international institubinal bodies can also be found in other research

studies(Chamisa, 2000rvine & Lucas, 2006Mir & Rahaman, 2006

What is also persuasive in arguing that coercive isomorphism was a major factor in
China welcomingvesternaccounting firms angrofessional accountinigodies is the

current puskback referred to bgome interviewees, whereby the Big d#rfs are

becoming less welcom&he intrusion of thesaestern accounting firms is now being

seen as a threat to information secrecy and national security in China. As part of such a
pushback, the Chinese governmeatently issued a Big 4 domesticating policy which
aimsto increag the number of domestic Chinese partrven® hold a CICPA

gualification and Chinese nationality in the Big 4 accounting fifdhigistry of

Finance, 2012 However, as some interviewees point out, such a policy may not work
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as effectively as the Chinese government expects.

This coercive effect on the Chinese government has been discussed above with
reference taheliterature. Anotheaspecbf coercive isomorphism, which has been
demonstrated bthis study, is the absolute power of the Chinese government in the
administratiorand operation of the Chinese professia@@ounting body the CICPA
This thesisfoundthatthe CICPA, which is the only legally recognised professional
accounting body in China, is strongly controlled by the Ministry of FinarteeCICPA
has to repomoncompliance cases atige registration of accounting firms to the
Ministry of Finance. lhasbecome apparent that the Chinese accounting profession is
relatively weak and dependehot legal directioronthe Chinese government. By
contrast, the accounting profession in comsem countries such as the UK attet

US has beerndependent and relatively strong frawery early stage of its
development{Perera, 1980 Ding, Hope, Jeanjean and Stolo{@p07) point out that in
many communist and esommunist countries with relatively weak accounting
professios, accounting standards normaltflow a rulebased compliance model,
whichis less sophisticated and less comprehensive. While acknowledging that
substancever form is a concept that reliesavily on professional judgmeiniese
researchers also asserted that theirlbaked systems do not facilitateteange t@a
principle-based modeRlbu et al.(2011) agree with Ding et a{2007) and showthat
theex-communist country Romanadopted estern accountingracticedargely as a
matter of necessity rather than choice hassince done nothing to enforteem
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As discussed previously in this sectidgns arguedhatChi nads convergenc
international accounting standaidstrongly influenced by thevestern international
institutions.Ch i na 6s similartodRbmaniénasiis anvergence is a matter of
necessity rather than choice. Howev&hjnadiffers from these excommunist countries
studied intheliteraturein thatthe Chinese government has been very supportive of the
convergence and has madanysubstantive effortto implementit. This thesifound

thatthe majority of the Chinese governmeriticals, accountants and academic
researchers believe that convergenwié international accounting standamlas

welcomed in China. Howevdrecause o€ h i rdiffedemt social, economic, political

and cultural environmestthey considexd full adoptian would be a step too far and not
likely to happen in the near futurewasalso admitted that there are still quite a few
differences in practice between the Chinese accounting standards and the international

accounting standards.

Therefore, it seem#$at coercive isomorphism has more influence thametic
isomorphism in the case of the Chinese governpegah though Westney (1987)
points outhatJ a p a nh&entury ®odernisers provide a model for governments to
learn and adopt what is best fromdigmn sources. In Chapter 2, several researchers
(Callao et al., 200Moogendoorn, 20Q&ermakowicz & Gorniklfomaszewski, 2006
Larson & Street, 20Q4chipper, 2005Tokar, 2005 Vellam, 2004 give various reasons
why mimetic isomorphism in codaw and communist coutries is not likelygooduce

a faithful representatiol\lbu et al.(2011) arguethatdefacto application othe IFRS is
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limited by the differences in cultural, political and social environmditite government
officials argued that blindly mimicking the practicgfsthe West will not work for the
Chinese accounting system. Many of the interviewees rejected the concept ofcopyin
preferring to offer the reponse of being open to new learning or that of making future
mutual recognitia more likely.In particular, the government officials talked of
establishing a gold standard for accountingich combines the best of the Westtwit
Chinese practices and seems to appeal to a Plgtymerhaps Confucian) ide&larch
and Olsen(1976 argue that mimicking could occur unintentionatlyerefore such talk

of a gold standard does admit of some mimetic influence because organisations tend to
model or adopt practices from similar organisations in the fieltthey perceivas

more legitimate or successiidiMaggio & Powell, 1983 In this case, thevestern

practicesvereacceptedy most of the interviewees as more legitimate internationally.

The findings in connection with normative isomorphic influences revealed a rift in
officialdom between liberalising officials, often those with overseas experience, and
more Maoist officialsThe case of the Shenzhen economic zone waslmjted
intervieweesln this case, two formevice presidents of the Ministry of Finance in
Ching Mr Li Yong and Ms Feng Shupingan be considered institutional entrepreneurs
because theglislodgel existing pactices, and introdudenew onegHardy & Maguire,
2008. The former igegardedasthemore liberlising official as he has overseas
experience and granted independence to the Shenzhen braneR I PA, whereas

the latter igegardedasthemore Maoist official who strengthened the power of the
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central government bigvokingthe legislative powerrgnted by her predecessor to the
Shenzhen branch. The grant and removal of the independent governance of the
Shenzhen branch tie CICPA supporthe findings of thditerature(Fligstein, 1991
Greenwood & Hinings, 199@affee, 2001Lin the sense that the top government

officials in China have the al¥i to alter the rules and exercise agency power to
influence or change the environment and structural constraints. In this case, the rules
referred taarethe administrativeegulations of th&henzhen branch tie CICPA
(Standing Committee of ShenzhgA03.Moisni ci pal
demonstratethatalthoughnormative influences can be effectivey arevariable as
government officials change positions. These individual influences are referred to in
Chapter 3 as institutional entrepreneurgilMaggio, 1988 Fligstein, 1991 Hardy et

al., 2004 H. Leblebici et al., 1991 The finding of this thesisupport the literature by
putting human agency back irtteeinstitutional analysis of organisations. The
importance of individual actors isxderlined by Scotf2003 in terms ofhow their

energy, their ideas, their conformity norconformity shape and constitute the structure

of anorganisation.

Another aspect of normative influeisge the high regarébr theICAEW. Once again,
the term gold standard was apglieith reference to the ICAEVIt seems from the
interview responses thtte ICAEW represents a professional ideal to which China
shouldaspire According to Scotf2003 such norms of the notional gold standard are
internalised by social actorBhey are guided by a sense of what is approptgtéeir
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obligations to others, and laycommitment to common valu&¥hile this normative
commitment to welcoming a foreigimofessional accountingodywaswidely
acknowledgedby interviewees, itid not extend taheACCA and even less to CPA
Australia In particular, intervieweesawthe ACCA as a training institution rather than
aprofessional accountingody. What is worse for CPAustraliais that most
intervieweesawCPAAustraliaas an inferior version dhe ICAEW. Somehow these
overseaprofessonal accountindgpodies havebeenranked as to their value to China.
This low ranking of CPAustralia,and how it may have come about, is a feature of the

findings in the nexthapter

The last aspect of the first research question coaedrather the Cimese government
is seeking legitimacy fathe Chinese accounting professiarthe international
accounting arena by adoptieghera symbolic or substantive organisational
legitimising stratey, or a combination of both. Wasdrawn from thenterviewfindings
that accountants and academics are unanimously agreed that it is in thesiotéhest
country to haven increasing number @hinese CPAs holdingresternprofessional
accountingqualifications.The Chinese @vernment officialsagreed wittthis view,
especially ad relates to themportance ofurther develomg the Chinese accounting
profession on a global scale.particular, the officials interviewedereall very proud
of Chinads st r on gThe finding of this thesisuggest thatthé on al |
Chinese government is willing seeklegitimacy in the eyes of the world and powerful

international institutions such #s IASB. Both the convergence withe IFRS and
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welcomingwestern professionalccounting bodies to operate in Chazen be

considered strategies to gain legitimalyesdegitimising strategiesareselfinterested
andaredefined by Suchmafl995 as being pragmatic in nature. Aldrich & F{G994)

point out that for selinterested reasons organisations/ramphasise their image and
legitimise such an image and reputation by advertiaimdy in the case of China, by

making presencm the eyes of western accounting professionals through the western
professional accountingodies Symbolic strategies conceimage and reputation,

whereas substantive strategies are more about functionality and operation. Many
researchers refer to substantive legitimating techniques when institutions make changes
to outputs, methods of operation and goals, or make changesyédetechnical

processes or efficiendpowling & Pfeffer, 197% Okike, 2004.

Carrutherg1999 suggesit hat an organisationds | egiti:
necessarily be substantive. To acquire legitimacy, an organisation can detach its formal
structures and procedures from everyday practi¢bs is known as decoupling and

symbolic windowdressingMeyer & Rowan, 197) Observations havieeen made by

many researchers that organisations play active roles in shaping their institutional

contexts however such symbolic strategies largely result in ceremonial change rather

than substantive improvement in technical efficie(i@gwling & Pfeffer, 197%Parson,

1956 Perrow, 1970Thompson, 1967/2003

The findings of this thesigeveal thasome decouplingappens n bot h Chi nads
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convergence witthel FRS and Ch i mwastesprofesslomaleacteuntiod

bodi es. Fir st , sacenverdgence witthalFR&, many pre@ibus stuaiés

have found that convergence of institutional systems across different cultural, social and
political environments is not easily achieved except possibly in a symbolic rather than
substantivesensgAguilera & Jackson, 2008runsson, 198Brunsson & Olsen,

1993 Fiss, 2008Fiss & Zajac, 2004Jackson & Moerke, 200B81eyer, 2008. The

finding in section 6.2.toncurswith the literaturen that Chinese culture and standards

still prevail and therefore full adoption tife [IFRS seems unlikely in the near future.

This is because Chihasebdvedinyrespgorseto itsfuniggeo v e r n :
political, historical and culturanvironmentgLockett, 1988 Tricker, 1990. Tensions

can arisas wesern thinking is very different froreastern thinkingHofstede & Bond,

1988. The persistencef national systems alongside the convergence process is found

in many developing count&s(Allen, 2005 Miller & O'Leary, 1987. Evidence of ach
persistence has also been found in the responses of the majority of interviewees in this
thesis. Therefore, it i ghelERBrsdiKelutdledada t hat
symbolic rather thaa substantive formThe intention of the Chinese government to

adopt the IFRS could be merely a symbolic strategy to legitimise China in the eyes of

the western accounting profession.

Second, even thougheC 1 CPAG6s | goprogrammesrwih nranyestern
professional accountingodies can be considered substantive strategies, the willingness
to further collaborate witthe ICAEW andthe HKICPA maybe seen as a more
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symbolic move for legitimising itheeyes of the world. Caboration with a
prestigiousnvesternprofessional accountingpdy can be considered an effectigem of
symbolic advertising to legitimise the image and the reputation of the Chinese
accounting profession. Therefore, the constant reference by intervieatbesgold
standard oprofessional accountingembership may be seen as driven more by

symbolic tharby substantive legitimising strategies.

6.4 Summary

In summary, with regard to the first research quesfioldw does China view the
western professionalccounting bodié® the thesis has in this section analysed the
guestionin terms ofcoercive, mimetic and normative isomorphism. The coercive effect
on the Chinese government is eviges is the weakness of the Chinese professional
accounting body the CICPA. Therefore the government plays a very important role in
the development of standards dahdacceptance of international institutions. It
becomes cleahat, for China,the adoption ofthelFRS is a step too far and
convergence is more appropriaBs. accepting the presence of the foreign profesdion
accountingoodies the Chinese government is limiting its own authority and therefore
tends to deny that they goeofessional accountingpdies but rather foreign investment
corporationsThe ICAEW, which has dimited presence in China anslseen as the

most respectepdrofessional accountingody,is viewed differentlyin Ching as isthe

HKICPA. The interviewees were divided as to the coercive pressure on the Chinese
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government. The officials deni@shy coercion while other interviewees maintained that
the internationainstitutiors did have some coercive influence on the accounting field in
China.In summary, the overall finding is that initially coercion by international bodies
was a strongdctorin driving accounting changes such as convergence with the IFRS

and the welcoming of western accounting institutiomns China.

For many intervieweesiimetic isomorphism is seen not so much as copying but as
learning from the best. However, the extenthef learning (or copying) is questionable
as the ICAS report has found. Although the government officials maintain that China is

learning from the best, much of their learning could be symbatiierthan substantive.

In terms of normative isomorphisitiere are two elementirst, the normative element
introducedby Chinese officials who have worked or gained experience overseas. There
does seem to be an effect brought about by senior défigiti experience overseas as
against periods when seniofioials without overseas experienimmk control of the

Ministry of Finance. However, their individual impagasrestictedand minimised by

the Chinese political system and Maoist tradgid®econdregardingthe question of

which professional accountybodyChina should follow, respondents talked about the

gold standargwhich is a reference to the superioritytioé ICAEW. More recently,

normative influences have grown stronger as China searches for the gold standard in the
accounting field and is Issvelcoming of some of the foreign accountimgfitutions

that initially entered the accounting fiellf.is apparent frontheinterviews that China



wants international reciprocity but on its own terms and only with what it considers are

the best thafioreignprofessional accountingpdies have to offer.

The last implication of the findirggs that the Chinese government may be gaining
pragmatic legitimacy through a combination of substantive and symbolic organisational
legitimising strategies. It is evidefrom the findings of this research that the Chinese
government has made substantive edforimproving technical efficiency. However,
because of the prevailing Chinese cudtusocialand political environmest some

decoupling mayaveoccured Iti s concl uded that, similar
thel FRS, Chi n awesternpmdfessmmalecouating bodies is seenas

symbolic windowdressing stratggto gain legitimacy in the eyes of the world and

powerful international institutiond he rext chapter presents the findingsR&search

Question 2, and discusses the key implications emerging from the findings.
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CHAPTER7. The Decoupling of CPA |

Global Expansionary Strategies

7.1 Introduction

The findings presented and discussedhialer 6show that a number ofastern
professional accounting bodies have entered China. The first movénevsSCA,

which arrivedin mainland Chinawenty years ago, and was followed by others such as
the CGA, the CIMA, thelCAEW, theHKICPA and CPAAustralia As explained in
previous chapters, the expansion of th@esternprofessional accountingodies

outside their territories has not yet been studied. This chapter deals with the second
research question, which relates to he@sternprofessional accountingpdieshave
experiencd their expansion into Chindhe empirical research is focused on the case of
CPA Australia in particular, and what problems have emerged for CPA Australia in the

process of its expansion.

This chapterexplairsthe motivesfor CPAAU st r al i ads e xthearyasdi on U S
legitimacy theory. With regard to the problethatemergdfrom the interviewsthis

thesis borrows from NISn particular employing the concept of decoupling which was
discussed in Chapter 3. As So@007) points out, institutions are transported by

cultures, structures, drroutines asheyoperate at multiple levels of jurisdictioNIS

offers theoretical explanations of the influence of the external environment to answer
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why professional accounting bodies are seeking growth in overseas terrtid@edso
offers the paadox that what an organisation actually achieves and what its steucture
and practices suggest it should accomplish are often quite dif{€gdarty, 199%
Organisations play active roles in shaping their institutional contexts whbeeas
strategiesiteyemploymay be largely symbolic and do not result in substantive change
(Dowling & Pfeffer, 197%Parson, 956, Perrow, 1970Thompson, 1967/2003lt

raisesthe concern as to what extent #hdry into Chinaof western professional
accounting bodiesuch asCPAAustralig is an attempt to legitimise their procedures
and structures in a symbolic sense as opposed to incrélasingembership or

technical efficiency.

This chapter istructured in this manneBection 7.2 explains the findings, whictean

part derived from three top officials the Melbourneheadoffice of CPA Australia who
were interviewedboutC P A A u s policiadiniChirtagsnd fromtwo operatioml
managers in Chinas well as the Country Manager in New ZealdDantributionsa

the findings were madieom 29 informed observers including four Chinese government
officials, sixteen senior accountamsChinaand nine Chinese accounting academics as
to how they perceived the expansion of CPA Australia into Chimafindings are
analysed using the analytical framework discussegation5.5 of the thesis. Themes
emerging from this section are informed by the theoretical framework discud3ardt in
One,Chaptes 3 and 4 Section 7.3s adiscussion bthe key implications of thes

findings and their incorporation with legitimacy and NIS the8ection 7.4 is a
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conclusionto the chapter.

7.2 Finding s and Analysis

7.2.1 Motives, Contributions, and Competition

The Strategy General Managettire Melbourneheadoffice who initiated the straggc
move intothe mainland China market was interviewed. He explained thartadek
that CPAAustraliafollows: 1) a pure business mogdahd 2) a more public interest
aspect. These two models are the fundamental esdtv CPAAustraliato enter an
emeging markessimilar tomainland China.dn addition to the feprofit incentives, his
explanation emphasised the contributitrest could be made by CPAustraliain
advancing the accounting profession andtributing tosustainable economic growth

in China. His explanatiorof these two models is as follows:

First, [we follow] a pure business model. We have an aging population.
Large numbers of our members are closthtr retirement date.
Webve built a whole range anfeofi nfrastr
services to our members that rely on fees to fund our future operations.
So we need tensurecontinuous membership growtbecond, there is

a more public interest aspect. We fundamentally believe that
accountants are important. They analyse, réod control, which

means their organisations have better governance, great

transparency in producing financial reports. When these organisations
are doing things better, owners of capital can make better use of
capital, andtherefore increas¢he standard of living. We are not the

only driver of sustained economic growth, but if we do what we do well,
which is to train people and make sure we have a strong, competent,
independent accounting profession, this will lead bettersociety and
community. Iiterviewee No. 1)
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He further pointed out that CPXustraliadoes not want to grow its membership by

relying purely on the tertiary market in Australia

If we rely totally on Australian universities, and Australian universities

are subjecedto a major slhckcaused bynany of the international

students gimg to universities elsewhere in the regidhere would be

huge implicationdforour busi nesses. So we donot
channels, we have to go broader. (Interviewee No. 1)

It seems that the stiegy of expanding into the mainla@thinamarket was a result of
both selfinterested financial motesand moral drive. On the one hand, GR#stralia
is expecting more income to be generated from membership fees in the emerging
market; on the other han@PAAustraliais hoping to achieve technical success and
efficiency so that more Chinese accountantsazdmeve greater competengtyough
the CPAAustraliaprogramme. The latter mogwasthen emphasised by other CPA
Australiaofficials in the Melboume head office as the overwhelmirggasorfor their

drive into China.

The CPAAustraliaofficials interviewedabouttheir policies for the most part
emphasised the contribution that CAdstraliacould make to China in terms of
supplementing professionalembership witlthe CICPA. Asexplained inan interview

with the Business Development General Manager:

CICPA, we believe is in a stage of great development. Because China
itself is looking to connect with the world, we believe CPA Australia
should be of iterest to the Chinese accountants...This is becdnese
CPA Australia qualification, right now, is a bit better understood than
the CICPAoneona global scale. Of courséie CICPAqualification is
going to be very much requiredatocal level, for licasing and
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relevant | ocal things. So we dondot evi
CICPA. We get the sense that China would probably realistically use

more professional qualified accountants and that is a capacity issue.

We, like all othershavestars in ar eyes and look at the size of the

available market. (Interviewee No. 2)

In particular, the Strategy General Manager pointed out that the two main purposes of
opening offices imainland China are to recruit returning graduates from Auatral
universities, and to recruit local Chinese accountants who have never intended to go

overseas for education

We want to be in China to cater for those peapgh®were inthe
Australian education system and retedhome witha CPA passport
We are also there because fundamentally believe we can make the
case to Chinese accountants who have never iatdnccome to
Australia but se¢hatwhat we offer will provide them with relevance,
recognition and market ability around the world. (Interviewee No. 1)

The CPA Ausralia officialsspoke agreat lengthaboutthese contributions and in

glowing terms as to their investment in China. @®@&traliscd s Seni pwhoiad vi s o
Chineseused to work as a senior official lme Ministry of Finance in China. His wide

and deegonnectiosin Chinawerea key factoiin the success @@PAAustralistd s ent r y
into the mainland market. He set up the first CRAstraliaoffice in Beijing in 2002 and

then opened the second office in Shanghai in 200@idr2012, the third CPA

Australiaoffice was successfully opened in Guangzhou by the same Senior Advisor.
CPAAustraliashows its commitmenb themainland China market by employiag

ex-official of the Ministry of Finance. The Strategy General Manager claimed that the

representative @ites in the three largest citiesmainland Chinavereestablished in
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ten yearswhich also shows a great commitmeiit means people can connect with our

people locally rather thamavingtoa ppl v t o Austral.i ao (Il nter

Moreover, the SenfdAdvisor proudly introducethe subject oCPAAustralidds maj or
collaboration withthe CICPA, which is calledheInternational Partnership Programme
(IPP).ThelPPwasinitiated by CPAAustraliato provide accounting education and
opportunities to gaiPAAustraliamembership to a number of developing countries in
the AsiaPacific region. CPAustraliafacilitates this programme by applying funding
from the Australian government and provides full scholastoigccountants who are
selected to participa in this programme. The programimsincluded China since

2006. However, the Australian governmditt not want to fully fund Chinese
accountantsand so th&Chinese governmemas contributethalf the expenses as China
wasalso very keen to internatiahse its domestic accounting professidhe CICPA
selected the best accountants and sent them to Melbowompbetea threemonth
intensive trainingprogrammen CPAAu s t r leadoffe@®(€ICPA, 2010. These
accountantare exempted from two of the six papers in the CPA programftes. A
conpleting the course, they take teeams and if they padiseyreceive full

membershipf CPA Australia The Senior Advisor emphasised that the collaboration
betweerthe CICPA and CPAAustraliawas established earlier and operated more
successfully than the collaboration programmes betwes@ICPA, the ICAEW and

the HKICPA:
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From ClI CPAG6s point oprogramneesith t heir col |
ICAEW and HKICPAare notrun as smootly asthe IPP. In the IPP,

the first batch okixteenChinese accountants came to Melbourne in

2007 and all of them successfully passed the exams and gained full

memberships. The second batch of accountants came in 2008 and all of

them received fumemberships. CICPA sees this programme as very

effective and efficient. (Interviewee NB).

It was more difficult to gethe CPA Australia officials toefer to probleratheyhad
encountered. However, after follewp interviews, they eventually gavense examples
of issues either resolved or to be resojattimore easilyadmitted the difficulties of
arriving late in China and the challenges of competing thitMCCA. This is evidenh

in the interview with the Strategy General Manager:

We came into Cha later than some others. ACCA was very early.

Theyodve been very strategic. CGA has
time. Because we haven't had the first magvantage, we need to

find other ways that we canake an impaci(Interviewee No. 1)

The Busines®evelopment General Manager thought @RAtraliahas three main
competitorstheACCA, the CIMA andthe ICAEW. He explaird furtherdi ACCA and
CIMA are strong in English poslonial regions. They are very strong in Hong Kong,

Singapore, Malaysia, Srikn ka, and I ndiao (I nterviewee

The Operational Manager in Beijing confieahthis view:

We face competition from othprofessional accountingodies inthe
US,theUK and Canada. A major competitor in China is ACCA, and
ACCA has been in China longét has 23 years of history in China and
has a bigger market share. CPAistraliais not unique. (Interviewee
No. 13)

Similarly, the Operational Manager in Shangbeivcompetition as the main challenge
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for CPAAustraliad s o p frnaihland @hina

We have many competitors who are quite aggressivd as ACCA
whohavehadtheir footprint here in Chindor over 23 years. They

have the highest recognition among accountants, and even among the
general public. Even neaccountants know ACCA, at leasiokv their
name. Other competitoese CGA from Canadahe Association of
International AccountantAlA) fromthe UK, ICAEW fromthe UK,

and also CIMA fronthe UK, HKICPA from Hong Kong, and AICPA

from the US. Everybody is trying to get their market sihathe

mainland China market. Competition is the main challenge.
(Interviewee No. 17)

However the officialsheld firmly to the view that CPAustraliawasa more

worthwhile professional accountingpdyto belong to thathe ACCA because ats

origins inAustralia. They saw Australia as being more important to China than other
countries because it is part of theia-Pacificregion and many Chinese students are

educated in Australja fact that gives CPAustraliaan advantage when they return to
China.The Strategy General Manager proudly promoted 8&gtralidds qual i f i c a
programme as a globally relevant progr ami
to a global focuso. He al so pointed out
become welrounded people, not just foadon thetechnical sidebecause the CPA
Australiaprogramme contains four elements: technical, personal effectiveness,

busi ness, and | eadership skillso (I ntervi

Although their argumestseemed to them to be vagrgrsuasivetheir views were not
widely held by informed observerBhe CPAAustraliamembers interviewederein

agreement with the value of the content of the 8RBstraliaprogramme; howevethey
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have not experienced career advancerasmresultof gaining CPAAustralia
membership. Aartnerat Grant ThorntorBeijing reflects on her own experience as to

the usefulness of CPAustraliamembership

From my own experience, | am not certain about how useful CPA
Australiamembership is, but | feel thatiststill useful in terms of
broadening my vision and improving my understandifigternational
accounting standards and auditing procedures. In other aspects like
client base or career perspective, | have not seen much improvement.
It is probably a longterm process and will take a long time to

improve my client basendso advance my personal career
(Interviewee No. 12)

With regard to CPAustralidds uni queness to Chinag i nfor
agree withthis because many of them see weastgccountindodiesas beingsimilar.

As apartner (CPAAustraliamember) from Yong Tuo Beijing comments:

There is not much differenbetweerthese westerprofessional

accountingbodies. If you do nohtend toworkin or migrate to this

country, theres really not much difference. | thittke ACA

qualification of ICAEW is more difficult to achieve, and it is highly
recognised in practice because it is
Even though ICAEW is not as wkilown as ACCA in China, it is wel

recognised among large accounting firms in Chitaterviewee No.

15)

It is interesting to note that even though the interviewea &3\ Australia
qualification, she sees ICAEW qualificatias beingnore prestigious than any other
westernprofessioal accountingyualification and she refets it as thefigolden
standardin this field. Similarly, aracademic from a weltanked Chinese university

with astrong focus on accounting and finance comments:



ACCA, CIMA and other westeprofessional accouirtg qualifications

are very similar to me, the only difference is they are from different
countrieséstudents think in the same
internationalisation is the most popular topic in China. In the

accounting fieldtheIFRS represents the ntamportant part of this

internationalisation process. No matter which western qualification you

take, they offer you the option of learnithg IFRS. For instance,

ACCAOGs progr amme o theWKGaAAPandbeh oi ce bet w
IFRS. CertainlythelFRS is he most popular option for Chinese.

Therefore, all of those westepnofessional accountingualifications

are international to Chinese, and as a result we feel they are almost the

same (Interviewee No. 21)

7.2.2 Decoupling

The most important issue to arise eabout after interviews with the operational staff
in China. Theeinterviews were arranged after receiving permission and support from
the management itmne Melbourne head office. According to the initial interview with
the General Manager in Melbourrlee main motie forsupporing this researclwvas
thathe wanted to find out what was going émspite ofhead officesupport, the
operationaktaff werereluctant to be interviewed, claiming that every separate question
required specific approval fromahead office before they could answer. As a result,
the interviews could not really proceed because of the defensive attitude of the
operationaktaff. After returning and reporting the situation to the top officials in
Melbourne, the researcher was asgdusythemthat the operational staff would

welcome a followup interview and their responses would be different. Thus, falijpw
interviews with the operational staff were arrangedwhite to some extent the
welcome was slightly warmes defensive attide again came to the fore and made
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interviewing virtually impossible.

When the Operational Manager in Beijing, who is in charge ofmdaaland China
region, was asked about CRAstralidds gl ob al e X p atrosglyon strat

disagreed with this degption and responded as follows:

Il donodot think it is a global expansi ol
Chineseprofessional accountingody and the local government, and to

train local accountants. We communicate with government officials,

teachersinte uni versities, and accountants
hel p youd. Otidsandtivegoseenméntilt restibe able d

to accept [CPAAustralia]. CPA Australiais serving local needs. We

are here to respond to Isocacyal6 gd eonbaand é i |
expansi on 0 thenVder kweitl If olroesveer . You cannot
strategynor become & | ob al bodyo6.13)( I nterviewee |

Suchaconservative and cautious response complettyradictshe announcement of

a global expansion strategy irPRAustraliad s ma C&®AAusiraia, 2010aAlso,

she made no reference to Chinese graduates retdromgiustralian universities,

which the Strategy General Manager identified as the main purpose of opening offices

in mainland China.

It wasobvious that therevasa disconnect between the officials in Melbourne and the
operational staff in China. Sucleabupling is referred to in Chapter 3 where the
literature shows that strategies developed by management majnberpeeted by
operational staff to suit the situation as they perceifi¢asselbladh & Kallinikos,

2000 Kostova & Roth, 200R With thisdisconnectn mind, follow-up interviews were

conducted with officials in Melbourne as to why their operational staff were so
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defensiveThe officialseventually admitted that there was a problem vile
operational staff in China who it seemed would interpret policies as they perceived
them. For example, the head operational managgneater China opengdPA

A u s t rfiest offi@e indHong Kong and subsequbtrecruited the staff in Beijing and
Shanghai. Her influence with these staEmbergemained very strong. From the start
she was very much against interviews being condweiitcthe operational staff. As

one officialcommented

She is very influentiah Hong Kong and still haa strong influence

over the operational staff in mainland China eWeoughshehas been
re-positioned. Her successor is struggling to compete with her in the
region as both want to be the boss in Asia. | understand that she has
been serving CPAustraliafor quite a long time and she means well
however, what | was not pleased to see is that \ilrene is
disagreementshewill still do things in her own way(Interviewee No.

1)

This explanation enabled the researcher to uratetsihy it was difficult to conduct

interviews with the operational staff in China. It is also probable that the operational

staff were aware that their interpretation of GPA s t r strdtegies®ad diverged

significantly fromthoseof the Melbourneheh of f i ce, and that mad

interview questions very sensitive.

Further examples were given to the research#reohead operational manageting
unilaterally. When CPAustraliaandthe CICPA were in discussicaboutsigning an
agreementvith regard to mutual exemptiortbe CICPA exempted only three papers for

CPAAustraliamembersleaving the tavandlaw papersand one more accounting paper
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for CPAAustraliamembers to complete. The top management of Rl¥ralia
recognisedhatlong-term damage tas reputatiorwould resultf this agreemenivere

signed, while the head operational manager in China was very keen to sign.

Another decoupling problem arose because the head operational manageg KoHg

had granted a number wfemberkips through the special admission process via the

local council of CPAAustralia An anonymous CPA Australiafficial verified that CPA
Australiahad given outhanymemberships in Asian countrjglus artificiallybuilding

up membershipumbersAs a resllt, further followup interviews were conducted

among operational managers in China, again with support from Melbourne. Once again,
the responses from the two operational managers in Beijing and Shanghai were
defensive but they justified giving membershiip some welknown partners in the Big

4 andin top local accounting firms becau$ese individuals wergood exemplars for

their employeesand hey believe that employeewould be strongly influenced by
their bosses6 c¢hoi ceEnoughigarnmafior\sas elicteddol me mt
ascertairthat much of the local growth had been obtaingtimartificial way by

granting full CPAAustraliamembership to various academics, accountants and business
people. Suclaliberal conferment of professionstiatus without examination achieved

the objedtve of the local office by raising membership numbers and revenue from fees.

It became clear from the interviews with the local operational managers that they were

fixated on running their offices at a surplut seems thdhis is how theynterpreed
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their role andhatthis was the key performance indicator of their success. To be seen as
successful, they had all adopted a formula by which they could raise membership
numbers andoincrease revenue. Frotnet distance of Melbourne, it seems that the

local strategy has worked ahdadoffice is pleasedhatits Asian officesareso quickly
running at a profitThe Senior Advisor of CPAu s t r leldlbbuané kead office

comments

CPAAustraliad s t wo ative gifices are rarining at a surplus.
principle of CPAAustraliais that representative offices are allowed to
be at a reasonable loss for the first three years. If they continue to lose
from the third year onwards, the operational manager will be unde
pressure (Interviewee No. 3)

According to the 2011 CPAustraliaAnnual Report, China (excluding Hong Kong)
generated a surplus before taxAfD 422,000, whereas New Zealand and Vietnam

suffered losses &XUD 146,000 andhUD 137,000 respectivelfCPA Australia, 2011)c

It seems that the operational manageysunwittingly establishing a financial target
based on membershignd thergiving sud a target extreme priority may have
contributed to the@inintended consequence that in the long term the value of CPA
Australiamembership may be debaselbwever, it also became apparent from
subsequent interviews with the top manageifdelbournethat hey were unaware of
the extento whichsuch a strategy had been employed at the localilehina There
is some awareness that this may be a problem beitauae admittedhat there had

beensome criticism of the head operational manageredterChinafor granting too
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many CPAAustraliamemberships without examination. Itai§inding of this thesis that
the extent of this disconnect with respect to conferring £#raliastatushasnot

beenfully appreciated.

A third disconnect is around thelgect of students returning from overseas, and the
lack of focus on the tertiary market within China. All the local operational managers in
China expressetthe opinion that returning students were unimportant sources of
membership. That educational ingtibns overseas migptrovideuseful connectiosn

for them was not appreciatdd.contrast, the New Zealand country manager expressed
the view that many of the Chinese CRAstraliapassport holders should be of interest
to the local operational managensGhina. This latter view also reflected the views of
the top managers in Melbourriéheybelieved these returning students to be an
important source of future membershgnd accordingly waetdthem to be welcomed

by the local offices in China. Indeedettop officialsstated that to bthe reason for
opening branches in China. However, the operational managers in China denied that
students returning from Australasia are or could be an important source of future
membership. In this respect, they saw wsisfrom Australasian universities not as

stakeholders but as casual observers.

Through interviews conducted across fitgr cities (such as Beijing, Shanghai,
Guangzhou and Shenzheo)third-tier cities(such asHarbin,Nanchang)n China as

well asinterviews conducted in New Zealand with graduates whapl@iio return to
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China after study, it seems that many of these gradreitesing from Austraanand
New Zealand universitigsadmade up their minds to join CP¥ustraliabefore they
returredto China. Many of them choose CPRAstraliabecause of their educati@n
background in Austrédn universitiesAs explained by aeniorconsultant in Ernst &
Young Beijing

Lots of my colleagues are graduates from Australian universities.

Therefore it is elatively eag for them to da CPA Australia

programme. Certainly it is more costly than the local CICPA exams but

relatively eag for them because of their educatidbackground in
Australia (Interviewee No. 34)

Even though it is not statistically gemralisable, this finding shows that the top
management in Melbourreelievesthat returning graduatgsovideone of the main
sources of membdrgp of CPAAustralia However, it isalso afinding of this research

that the local operational managdeny ttat thissource of membership important.

The findings presented aboaee serious examples of decoupling. Decoupling, as
defined by WeicK1976), is an intentional or unintentional separation between
organisational structures duexternal expectation§he presenfindingsrevealthat the
operational managers have boosted local membership numbers by awarding special
memberships and at the same timweneglecedto recruitmemberdy normal means

through universities.

The positve substantial finding is that according to the officials in Melbourne, their

offices in China have passed brealen points irthethree years since their opening
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and so the award of special membership by operational managers may have had

financial benats. Nonetheless, membership by special award eventually undermines

the professional credibility of CPAustralia It is interesting that three of the informed
observers interviewed for this thesis have m&arded speciahembership. The

attitude of thee recipients toeceiving membership despite having made on their part

no effort to gain imay be described asdifferent One professor described the
membershi@ward as a gift, the titleistaddng letters after her nam@nterviewee No.
36). A senia partner inatop Chineseaccounting frman&henz hen Muni ci pa
Congresgnembersaidii 1l t i s not necessary, but .if vyo
(Interviewee No. 33) On the other hand, another senior partner questioned the wisdom

of suchanaward fiPeople may question the credibility of suemmaward as they know

we will not take the CPAustralisze x ams . Thi s does not sound

(IntervieweeNo. 32)

Reflecting on the decoupling, it is interesting to observe that the opadati@nagers

are all Chinese females and known to each other. The senior officials in Melbourne are
all male and Austrédn The gender difference is accentuated by the geographical
distance between the top officials and the operational managers who seem to

interpret politesgiven to them by head office according to how they perceive the
expansionnto China should be conductéithe geographical distance and the cultural
difference caused by gender and etliaatorscan partly explain the lack of

commurncation and the disconnect between theipamvolved. From the interviews
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conducted together with the views of the informed observers, it seems that th@extent

the decoupling is not yet fully apparent to the Melbouneedoffice.

7.3 Discussion

The abwoe section presents the findinigs the second research question. These findings

are analysed according to the analytical framewsekAppendix 5) and the themes

emerging from the above section are informed by the theoretical framework.

Implicatiors of the findingsarediscussed in this sectiam relation to the research
guestionHow do westermprofessional accountingpdies experience their expansion

into China,with particularreference tahe experience of CPAustralig and what
problemshaveemergd for them? This thesis attempts to explainrniaives forCPA
Australiids expansi on using |l egitimacy theory,

from NIS theory, which is discussed in Chapter 3.

The second research question considers whyAlR&alia entered the Chinese market
and the strategies that CRAstraliaadoptedFirst, themotivesof CPAAustraliaare
discussedvith respect tdegitimacy theory. Euske and Eus{#®91) define legitimacy
as organisational complianagth the expectations of key external constituencies.
Thereforeas opposed to technical efficientggitimacy can be the main criterion for
survival and growth. The findgs from the above section show that C&RAstraliad s

expansion into Chinevasmainly motivated by legitimacy rather than efficiency or
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control over resources. As DiMaggio and PoW#883 statei Or gani sati ons
model themselves after similar organisations in their field that they perceive to be more
legitimate or successfulln the case of CPAustralig they perceivéhe ACCA as one

of their main competitors in the Chinese market andtseebeing very successful in

this field. It is argued that when organisations follow others that they perceive as being
more legitimate and successful, a kind of mimisomorphism followsresulting in a

more substantive strate@peegan, 2006 Since CPAAustraliaexpanded into China it

has been facing severe competition, and its survival is dependent osbemgs
legitimate.In such circumstanceaccording tdegitimacy theory, they are likely to

pursue substantive strategies to secure their pog¢iieagan et al., 2002

Drawing on the three elements of legitimacy described by Suc(®88§), the findings

of this thesis are that both financial selferest motives and more moral puklterest

motives drove the expansion into the mainland China mdrketrms of the pragmatic,

financial selfinterest motives, DiMaggio and Powgll983 explain that when an

organisation dependsidhe same source for its funding and leggtaw (i.e. its

membershipthat it will be more influenced by its members thlamseorganisations

which depend odifferent sources of membershifhe findings of this chapter support

the literature as CPAustraliad s s eni or management in the
acknowledged that sole reliance on Australian local members could not guarantee long
term sustainable growth in CRAIstralisdd s 1 n ¢ o me the inipticatiorenfiader e

from CPA deniermanagdis a 0 sstha CRAAustralidds ex pansi on
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China was driven by financial gain.

However, the senior managers of CRdstraliaclaim thatthe moralmotive forseeking
technical success and efficientyat is,increasing the competency miore Chines
accountants througihe CPAAustraliaprogrammeis the overriding driver. It is to be
noted that the senior managers of GRAtraliaemphasise both verbally and in their
publications their commitment to high professional standards of accounting and to
maintaining the high esteem in which CRAstraliais held in Australia and overseas.
Such a commitment is the overriding goal of GR#stralia On the basis of such a

moral commitmentCPAAustraliais likely to adopt substantive strategies to gain
legitimisation ando survive in the new fieldDeegan, 2008Deegan et al., 2002
However, in Clapter 4of this thesisSelznik (1949 warns that moral legitimacy

carries withit a substantial likelihood of unanticipated goal displaceraedtpossibly
public cynicism.The indings of this thesis contraditte argumendf Deegan2006

and Deegan et 2002 but support the claim made byl8dck (1949. There is

effective decoupling taking place because the operational managers in China-have re
interpreted these strategies to the effect that key financial performance indicators have
becomehedominantdriver rather tha the overriding moral moterof improving

Chinese professionatandards

It is a major finding of this research that this goal has become somewhat decoupled

from thereality on the ground in Chinds thisa case of unintended consequences or is
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it thatheadoffice management are willing to turrbéind eye to the true situation as
they realise their commitment to high professional standards is more symbolic than

substantiv@ To these questions tipeesentesearch is unable to find an answer.

Many researchers hawbserved that in order to gairglemacy, formal structures and
procedures can be detached freweryday practices so as not to disturb daily operations
(Carruthers, 1999Meyer & Rowan, 197;7Ribeiro & Scapens, 2006Decouplings
significant when there is a substantial discrepancy between formal sts.astdre
organgational practiceSuch discrepancy occurs when rules and procedures become
cultural rather than technical proces@garruthers, 1993Ribeiro & Scapens, 2006

The literaturementioned abovis consistent witlihe findings of this research, which

will now bediscussed further.

The first sign of such decoupling ocoedl when after open and friendly interviews in
the Melbournéneadoffice with senior managerthe reception at interviews with local
Chineseoperdional managersvasdefensive and unhelpfut was puzzling to havan
assurance from Melbourne of a warm resparsktherto learn that the local managers
would answer questionsnly if specifically and formally approved by the Melbourne
office. Such adefensive attitude madeceedible nterview scarcely possible, so it was
necessary to reisit Melbourne to get formal approval from surprised top officials o re
interview the local maagers.Even on the return visiarmed with sanctions from

Melbourne little real progress was madks to the claim that Austrian universities
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had many Chinese accounting students, who upon graduation would return to China and
could become CPAustraliamemberg this was airily dismised as being of no
importanceln Chapter 4of this thesisAshforth and Gibb§1990 point out that when

an organisation enters a new area of operation in which it haashoeputation (similar

to CPAAustralidd s s i t u anainlaodhChinammarket),esuch an organisation suffers
from the pressure of newness. To gain legitimdeyprganisation usually adopts

proactive ather than reactive strategies. The ladterugd mainly for repairing
legitimacy(O6 D o n o v 3. Mhe findliBgothis chapter support the literature as
CPAAustraliais relatively new to thenainland China market ansglkeento gain

legitimacy by being proactive in the field. Furthermore, Westphal and ZE§88

point out thathe actions ofate entrant$o a new field are more likely to decouple in
response to pressures. Oliy@99]) reinforces the argument thahen organisations

face institutional pressures, they can seek compromise and engage in avoidance tactics.
Such tacticglearlyapplyto the case of CPAustralidds oper ati on i n Chi
local operational managers have prioritised different objestand understandings to
thoseof the senior management in MelbourBgidence of such reterpretation of

objectives is the disagreement that occurred between the Greater China Regional
Manager and the Melbourne head office regarding the mutual recogagreement

between the CICPA and CPA Australia.

As mentioned previously, decoupling occurs when rules and procedures become cultural
rather than technical procesg€sirruthers, 199Ribeiro& Scapens, 2006A key
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assumption of institutional theorytisat anorganisation adopts structures and practices
that reflect the environment in which it operates. To be more legitimate, the formal
organisational structureshouldconform tothesocid beliefs and expectatiorus

external partiefEuske & Euske, 1991In the case of CPAustralig the operational
managers in China ada&gk practiesto the local environment and social expectations.

The regional managernseing local Chinese female=ach withover fifteen years of
marketing experience in Chinagrevery conscious afiowto deal with Chinese

officials. They believdt hat fi g & o §wadtooesensitivean issudo be

advocated in China. That is why these managers emphasised that entering the Chinese
marketwasnot a part of CPAustralidds gl ob al e X p avassntemdado st r at
help the Chinese accounting professionngino competence. In addbn to this

adaptation to the Chineseltural and social environment, the coercive power of the
Chinese governmerbuldlead tofurthermodificatiors to their practices in China, or

even the creation of new institutional forf@& Chiang, 201,0Scott, 2008a

Westphal and Zajad 994 in their study found that actors (in this case the local
operational managers in China) can engage in manipulative symbolic action in order to
satisfy senior management (in thisedahe top managementtire Melbourne head

office) that their strategic actions are being employeshdbecome apparent that the

local operational managers in China maatithe substantive, proactive strategies
requiredby the top management tine Melbourneheadoffice. Instead of focusing on

recruiting members from mature and tertiary markets, they have adopted more symbolic
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strategies to recruit members in a faster Wwayantingmembership through special

admission.

From interviews with accountarasid academics ltasbecome apparent that CPA
Australidds o per at i on alhavebermfezringsmembershiph on semior
people in the accounting field to the extent thég practiceis regarded witlscepticism

and as a result CRAustraliamembershiphas beenlebased in value. As the literature
observesil t 1 s hard to maintain appearances
(Carruthers, 1995, p. 319 he ideal appearance as expressed in APAraliad s

literature is of a responsibfgofessional accountingody dedicated to furthering high
standards in accounting and retquy high standards of its memb&@&PA Australia,

201Q 20118. In this case, CPAustralidd s g | o b adreinsffeative in €lgnia ass

it is not possibléo maintaina credibleappearance and gain legitimacy in the eyes of

the Chinese government and accountants when membership is granted freely without

qualifying procedures.

Arguably, the financial pressuregme present when CRPXustraliamade the decisioto
enter the Chinese markétwas learned from interviews at the Melbouheadoffice
that it was hoped that the regional offices in China would be financialkggstainable
within a short time. The ggonal budgets became, by default, key performance
indicators and were interpreted as suchhgylocal operational manageBomewhere

in the process the higininded and more professiomabtive became secondary to
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income generation.

It is interesting taote that Lounsburf2007) argues that performance and efficiency

are not universal triggers for decistorakers, but are institutionally contingent. In this

case, selsustanable financial performance goals have resulted in distiddterent
outcomesecause oflifferent logicbeingappliedto groups of actors in different

geographial locations. For instance, CPAustralisdds oper ati onal manag
Zealand who is alsonder the same financial performance pressure may act differently

from the operational managers in China becausieedfifferent logics that exist in

different geographicakocial and cultural environments.

So why did decoupling persist between operatiananagers in China and CPA
Australiatop management ithe Melbourneheadoffice? In addition to the explanations
given in the literature, there may be added cultamal gendedifferences in that top
management werustralianmaleand operational magers were Chinegemale
Hofstede and Bon(lL988 explain that there is a philosophical dividing line which
makeswestern thinking different froreastern thinkingCultural differencesan bevery
apparentcross subsidiaries within the same multinational corporation. Hofstede and
Bond (1988 furtherargue thasignificantcultural differences between local managers
and leadquarters can easily lead to conflicts over poligieg;h are highly likely to

occur in marketing and personn€heresearch resulsf Hofstede and Bon(lL988

can be adbted to ex@in the decoupling occung between the local operational
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managers in China and the top management in Melbourne. The local operational
managers are mainly responsible for developing Chinese markets and therefore fall into
the category that Hofstede andri8id1988 describe abeingwh er e fAcul t ur al
i s | a(p.2l)didy oonflicts are highly likely taccurin marketingas marketing is

Ar el actlturgded pye n (@Hefsteled& Bond, 1988, p. 21To overcome these
problems, the Australian top managers may have needed to impreshenore

importance othe prestigerad high standarddemanded omembers of CPAustralia

to their local managers$nstead, it appears tlkey performance indicatsiin the form of
regional financial sustainabilityereinterpreted by the operational managesthe

goal Having narrowedheir performanceagls they were able to find a quick way to
achieve financial viability by granting memberships freéhe 2011 CPAustralia

annual report reveals that Chjexcluding Hong Konggenerated a surplus before tax

of AUD 422,000whereas New Zealand by comigan suffered a loss éfUD 146,000

This is a great financial result in China in such a short time but it also explains the
defensive attitude of the regional managers to questions about the fast growth in local
membership and why these regional offibesame financially seBustainable so

quickly.

How then toapplyt he @A S ogwmheastt i 0o n:Howdodasitaddtothe ndi ng
literatureWhat is exceptionak that the research concerns an ARgaxon

professional accountingody in the process okpansion beyond its traditional market.

In terms of culture and languadee target market is very different from the home
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market. Such differences accentuate and widen the gap between the top mariagers
home countryand the operational magersin the target markeThe gender divide is
also remarkableaising the question as to why the top male managersesientale
operational managers in Chijnghat was the geder advantage they perceiveltiese
guestions are beyond the scope of this thegisdindicatean interesting idection for
further researct-owever, what haesmerged will serve to enrich the literatwrich

seels to explain why organisations decouple.

7.4 Summary

In summary, with regard to the questimirhow westerrprofessional accaing bodies
experiencd their expansion into Chinavith particular focus othe case of CPA

Australig and what problems emedjor them, the thesis has in this section analysed

the question in two aspects: first, CRAstraliad s  m® dontriputionsandits market
competitors; and second, the decoupling between the operational managers in China and

the head office in Melbourne thiadsemerge as a finding from the interviews.

First, two maimrmotivesfor CPAAustraliato open offices in Chinhave ben identified
as recruiting graduates returning from Ausemaluniversities, and recring local
Chinese accountants who have never intendedygwerseas for education. CPA
Australidd s Ge n e r avhsveMaonesigabout the commercial motives ard th
business modehat CPAAustraliaadopted in developing its global market. CPA

Australiaas a new entrant to the Chinese market has been seeking legitimacy in the eyes
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of the Chinese government athe localaccounting profession. It can be argued that
CPAAustralidds expansion into China is mainly d
of legitimacy. All the CPAAustraliaofficials interviewedwverevery positive about CPA
Australidds contri but i on theGhindséhaecountny peofessipiey nt o f
alsoreadilyadmitedthe difficulties of arriving late in China, and named a few
internationalprofessional accountingpodies asheir main competitorsncludingthe

ACCA, theAlA, theCIMA, andthelCAEW from the UK, the CGA from Canadahe

HKICPA from Hong Kong, antheAICPA from the US. Apart fronmotingthethreat

posed by thisompetition the majority of the CPAAustraliaofficials interviewedwere

generally very positive about the progress they have made in China. It edsoebec

apparent thato gain legitimacy in the new field, CP¥ustraliahastencedto follow

successful models, suchthe ACCA. To survive in the market, CRRustraliahashad

to adopt substantive, proactive strategies to gain legitimacy in China. However, such
substantivestrategies have beenirgerpreted and implemented differently by the local

operational managers in China.

The most important issuemergedvhen the interviews could not proceed as the
operational managers in China were defensive in answering interuesti@ns. It
becameapparent that the operational managermamland China werend maybe still

are strongly influenced by the egreater China regional manag8he wadound in this
research to have reinterpreted the strategies ofAlR&aliad s b@ene head office
Thisfinding explains howoperational managers have awarded membership to a number
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of accountants by going through the special admission process via the local council in
China. In this way, theliaverecruited asufficientnumber of merbpers to keep the

operation at dinancialsurplusandto achievea sdisfactory performance review.

However, CPAAustraliah ead of fi ceds strategic object]
market in China and accommodating graduates returning from Aastraiversities

have beeiffrustrated by th€hinesdocal operational managefBhesemanagers do not

see returning studengsan important source of future membershiphich clearly

contradicts theiew of top management in Melbourne. It can be concludatiGiRrA

Australisds t op management initiated a subst an
gain legitimacy in the Chinese market. Howebegause of thearious reasons

discussed in the above section, such strategies have been internalisethtampreted

by the operational managers in China. As a result, the actual practices in China are
decoupled from the objectives and ggaisscribedy theheadoffice. It seems that the
Melbourne head office is not yet fully aware of such serious decoupliegadt

chapter presents the findings of the third research question and discusses the key

implicationsarising fromthe analysis.



CHAPTER 8: The Question of Western Professional

Memberships
8.1 Introduction

Chaptes 6 and 7 preserthefindings related to the institigihal organisations involved

in the Aglobal expansion storyo in China.
the findings with NIS and legitimacy theory. In terms of legitimacy theory,

organisational legitimacy strategies and the three forms obgeneous isomorphism

from NIS are adopted to analyse and infdhe findings. Following on from@ptes 6

and 7, this chapter focuses examiningthe findingsfrom the perspectivef informed

individual Chinese accounting graduates, academics and aantsiriElements of

individual legitimisation and the strategies adoptedheyndividuals are the main

focus of the analysis in this chapter.

The third research question asked in this thesis is how individual accountants,
academics and graduates viewdernprofessional accountingualifications. To

analyse the findings, the thesis borrows the three elements of legitimacy theory
identified by Suchmafil995: pragmatic, moral, and cognitiyaldrich & Fiol, 19%;
Hooper & Xu, 2012Suchman & Eyre, 1992The study further analyses these
elements in terms of whether actiahgectedtowards becoming a membofa western
professional accountingody may be described as symbolic or substantive. Symbolic

actions are defined by Sefdi975 as inaction omakingno effort. Their ultimate
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purpose is to increashe appearance of legitimacy by improving the congruence
between individual performance and social expectatids Deegarf2006 stated, there
is no clearcut distinctionbetween symba and substantive legitimising techniques.
These égitimising strategies are not mutually exclusive tnelemay be a mixture of
both (Ashforth & Gibbs, 1990Deegan, 2006 To analysehe actions of thenformed

individual, the most dominant strategy taken by each intervievasealentified.

This chapter istructured in this manneBection 8.2 presents the findings from the
informed individual Chinese accounting graduates, academics and accountants.
Findings are analysed based on the analytical framework setsmdtian5.5 of this

thesis. Themearising fromthe findings are then informed by the theoretical framework
discussedn Chapter 4, in terms of the three elements of legitimacy as well as the
symbolic and substantive individual legitimising strateggesction 8.3 i® discussion

of the key implicatios of these findings and their integration with legitimacy theory.

Section 84 summarises the chapter.

8.2 Findings and Analysis

Theapproach taken in thenalysis othefindings is explained by a matrix of legitimacy
(shown belowin Table 81). The analysis reflectheinterpretation of the perceptions of
legitimacy as enunciatl by accountants and graduate€hinawith regard to
acquiringmembeship of awestern professiai accountingoody The problem with

explaining sucltaphenomenon within a legitimacy framework is that while legitimacy
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theory may providéhenecessary #orisation, it is often not sufficient in its¢Deegan,
2006 Deephouse & Suchman, 2Q08lowever, to lend some analytical and explanatory
depth to the third research question, the thesis teases out Sugi98B'three

elements of legitimacy: pragmatic, cognitive andral The thesis emphasises that
probing questions were applisaldrill down into the third research questimd these
investigationgevealedhe uncertaintyof interviewee as taheir choiceof thebest

future accounting environmerithis uncertainty was widespread among interviewees
and the Ministry of Finance fifials in Chinaalso recognisithat uncertainty and
confusion pervade this area. Such is the level of uncertainty that many accounting
graduates and accounting practitionar€hinalook to theChinesegovernment to

make a decision for them

Our accoundnts are facing a very complicated problem because there
are too many choices. | think not all of the westmofessional
accountingbodies are good; instead, there is a mix of good angaot
goodprofessional accountingodies in the Chinese market. Téfere
people are confused and uncertain about them. They would feel more
certain in choosing @arofessional accountinigody that has
government approval él have received
and accountants with regard to the value of an ACCAifjcation. It

is a difficult question for me. It is their own choice, and all | can tell
them is an ACCA qualification does not allow them to sign audit
reports in China(Interviewee No. 10)

The level of uncertainty extends@hinesegovernment officiad who poinédout in
answer to thenquiries as to what to do, that the governnoenitdnot help them and
they must come to their own decision as to whiesternprofessional accountirigody

to belong to
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They also ask me which west@nofessional acaantingqualification

they should take, ACCA, CPA Australia or ACA? | do not know that
eitheréachieving these qualifications
well. The government cannot make decisions for individuals on such a

big investment in money andhi. There is no government that can

make such a decision for ydinterviewee No. 10)

Thus, although th&ndings of thisthesisimply that all interviewees are seeking
legitimisation within their caresrand that for therthisis anecessary conditigthey
suffer from soméevel of uncertaintypver thechoiceof westerrprofessional

accountingqualifications that this involves

With regard to the necessary condition of legitimisation, the thesis extends the analysis
i n ter ms @1B95 Hhree diements 6fdegitimacy: pragmatimral and
cogritive. Pragmatic legitimacy rests @alculations oselfinterest and normally

appeals to consequentialist values and bglAfirich & Fiol, 1994 Suchman, 1995
Moral legitimacy, as discussed in Chapter 4, is achieved when individuals do what
others think they should do. They may want to seek approvaldtoens for their
actions(Suchman & Eyre, 1992The last elemerit cognitive legitimacyi as

DiMaggio and Powel(199]) suggested, could be based on comprehensibility or taken
for-grantedness. In the case of this study, cognitive legitimacy based offdaken
grantedness may be applib&causeenioraccountants, academics and graduiates
Chinamay be motivated by takdor-granted assumptions as to the international status
of thewesternprofessional accountingodies However,these three elements are not

independent but to some degree mutually dependent, so to deepen the analysis, the
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thesis cites the most significant elemts while acknowledging that all three elements

are combined in different measures to pdevihe legitimisation of choice.

Table 81 illustrates the findings and how the responses have clustered around the

various elements in terms of substantive astitaken or symbolic inaction. Thirtywo

i ntervieweesd responses have been anal ysc¢
interviewees have not been included for reasons chppficability or inability to give

a decisive response, often because of a lakk@ivledge of and experience in what

western professional accounting bodies have to offer to accountants and graduates in

China.

Table8-1 Matrix of Interviewees' Perceptions

Towards membership of Legitimacy Elements
a westernprofessional Pragmatic Moral Cognitive
accountingbody
Symbolic inaction 32, 33, 36
Substantive actions 5,6, 8,12, 14, 15, 39,41, 42 4,7,9, 16,
19, 21, 22, 23, 24, 20, 31, 40,
25, 26, 27, 30, 34, 43,
37, 38

8.2.1 PragmaticSubstanive

From the table above, it can be seen t hat

around pragmatisubstantive. In other words, the predominant motive expressed was to
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better their opportunities in the job market and strengthen their career base. Th
emphasis on job opportuni tostswdentsschobsee ust r .
ACCA coursebecausehere aranore job opportunities, and they see statistics of how

many accountants itmeBig 4 have ACCAqual f i cat i o (lrderviewee lIbh i n a O
21). Another interviewee reinforced the :
maketheir choice of majors based on job opportungties( | nt er vi ewee No.
respondents thought that the global reach of the westefessional accountingpdes
isimportantfromalong er m c ar e eStudemts mnay wamtdad skidy ovierseas

and thinkthe ACCA course is more relevant. Al#as a better chice for job hunting in

MNEsO (I nterviewee No. 4). The ovedoftheas ¢ca
i nterviewee responses: AStudents think A
look for jobs iNMNES, or go overseas. They are hoping that these westefessional
accountingqualifications will help if they look for jobs when they study ab a d 0

(Interviewee No. 27).

A second feature of pragmattbstantive analysis was the response from major

employers who see a direct advantage for accountants in having enpestessional
accountingqualification.A partner from Deloitte Beijingexprs sed hi s vi e w:
clients are mainlyVINEsthat come from oversea®@urt eam doesnod6t requi
gualification. Holdinga westernprofessional accountingualification would be good as

we deal a lot withMNESs, which means lot ofcommunicationinEngghdo (I nt er vi e
No. 37)
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Other employers saw a benefit from having MPM, in other words, both Chinese and
western professional memberships. A partner from a major Chinese accounting firm

RSM1 observed:

We needoth CICPA and westernprofessional acgunting

qualification. We welcome graduates returning from overseas. \\e hav
lots of clients and lack professional accountahislding joint

professional membership is a great advantage. We encourage our
employees to take a combination of CICPA and HKIGPKCAEW
because we have branches in Hong Kong and Singayaprefer

those employees who possess both qualifications when we send our
staff overseas for training. Such training will accelerate their

promotion (Interviewee No. 14)

An interesting obseation made by a partner from Grant Thornton Shanghai and agreed
with by many senior accountants interviewed, was that there is a much greater demand
for westermprofessional accountingualifications in Shanghai because they have a

much larger internatiohalient base:

TheShanghabranchwas originally set up as such by Hong Kong. So
we are already ahead of the Beijing head office. We are more
international basd. In fact, almost all of our clients are international
clients. Whereas if you look at Beginthey handle most of the Asian
listed companies asell as SOEqInterviewee No. 16)

The thirdpragmatiesubstantivdinding thathas emerged from this studydrceptions
by accountants and graduates as to membership of a wesigrssional accoumig
body relates to CPA Australia and ACCA memberships being cheaper, quicker and
easierto gainthanit is for other westermprofessional accountingpdies A partnerat the

Li Xin accouwnting firm, Guangzhou branch, pointed out:
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| saw others pass ACCA ewa and then | thought maybe | should try it.
At that time, ACCA was promoting lots of supplementary benefits
including living allowanceanda waive of exam fees, similar to the
IPP programme run by CPAustralia. ACCA also exemptdive

papers based omé degree that | completed in Guangzhou Jinan
University. Therefore it was a cheaperdaquicker way for me to gain

a westernprofessional accountingualification (Interviewee No. 30)

Some of theonsultants in Ernst & Young Beijingere reported by th®llowing
interviewee (No. 34) as being in agreement thatCPA Australia programme was
easier for them because they were graduates returning from Australian universities.
However, if these westeprofessional accountingpdies do not subsidise theowrses,
they will not be cheaper than the domestic CICPA examinations for Chinese

accountants:

Lots of my colleagues are graduates from Australian universities.
Therefore it is relatively eggor them to dahe CPA Australia
programme. Certainly it is me costly than thelomesticCICPA exams
but relatively eagfor them because of their educatiackgroundn
Australia.(Interviewee No. 34)

In this respect, being considered easier is more important than being cAeapsating
to one intervieweeamslu ppor t ed by another, the CPA
examination is the easiest for foreign students because of the large proportion of

multiple-choice questions compared with the NZICA and the ACCA examinations:

Compared with th&lZICA examinations, | thk the CPA Australia
examinations are easielZICA has a workshop and exams that

require lots of writing skills. | am a quiet person and do not like
talking, but theNZICA workshop requires you to present your thoughts.
I do not think | am good at writhand presentation, therefotiee CPA
Australia examinations relatively eagfor me. TheCPA Australia

exams are full of multiplehoice questions and that is wiiney are
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easier to pass. | may fail itheyrequire lots of writing (Interviewee No.
6)

This was supported by the views of a partner from Grant Thornton Shanghai who
added:

| haveserious doulst aboutsome of the Australian universities.

Because I 6m not only sieteeURandt hi s i n C|
Malaysia as well, some people claimytlive CPAAustraliaand they

graduate from some quite reputable universitidsey cannot figure out

simple debit and credit things! | was told that CRdstralia exans are

multiple-choice So | reallyhavedoubs aboutthe kind of

quality¢e Per sonal |l g, nbhat he firmbds vi ew, I
because of thgreaterpr opor ti on of written work i
need more analysis in that sense. For me, @Bgtraliais just testing

your knowledge about what is rightand wrongl o e s n 6t real |l y ma
yout hi nk too muchélf | was given three
ICAEW, for thesecond choice | would prefer NZA or everthe

Australian CA (Interviewee No. 16)

Finally, with regard to the easier, cheaper and quicker observations, there was some
agreement aong interviewees that the IPP programme provided by CPA Australia best
met the needs of Chinese accountants who were seeking a vpeefessional

accountingqualification for these pragmatic considerations:

| got CPAAustraliamembership vighelPP programme, which was
the faurth year ofthe IPP and Wwasone ofthe last batch of Chinese
accountants. Therefore | was very lucky. Most importantly, | got the
membership after only a threeonthintensive programmie
Melbourne. There wergeventeenf us, aad almost all of us pasdehe
exams and got CPA Australia membersfiimterviewee No. 12)

Another participant in the programme expkdiavhy CPAAustraliamembership is
viewed as quicker and cheapBne programme lasted for three months, which is quick

for achieving professional membership, and because it was supported by the Chinese
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and Australian governments, it was cheaper:

Here are some reasons for choosing the G®#tralia programme.

The most important reasontisis IPP programme is sponsored thwe

government and our government paid most of the fees, abcut two

thirds. Each of us paid 40,000 RMB (8,008D). Second, the

programme is intensive and can be done in three rspwtiich is

really quickéWhen the Australian gove.l
the expenses of the programme were tightly controlled by CPA

Australia. (Interviewee No. 23)

8.2.2 CognitiveSubstantive

As shown in Table 4, interviewee responses were analysecogsitive substantive
when i nt er wswerwiatermdied asdeingwrn mostly by recognition of
the value of belonging towmesternprofessional accountingody When this valuavas
interpreted as being uppermost in the minds of the respondesatsabded as
cognitive. ltwasalso substantive when the respondents thdrgoined avestern
professional accountingodyby passing the required examinations or Hneedfirm
intention of doing scAn example of the cognitive value of belonging to a strong
professional accountingodywasexplained by gartner from Grant Térnton

Shanghai:

When | speak tthe people in this professiomost of them know about
ICAEWandtheylreogni se that as bérfyog At he gol
translate it means the content of the gol d
other words. They know ihd recognise that as well. For most of the

people | spoke to, when they ask which body you are from, lvglagh

| CAEW, they!wdhatloiske¢ htekeilosb st di ffi cul
pr est i(pteraewse!NO. 16)



The response ofather interviewee curregtorking outside Chinavas interpreted as
being cognitive in terms of her choice oésternprofessional accountingodies
because she was aware of the recognition received bygreessional accounting

bodies in different territories:

As | am in New &aland, | would prefer thHZICA qualification to
CPAAustraliabecause people recogaiNZICA in New Zealand more
easily. However, if Werein Australia, | probably would choose CPA
Australiabecause it is better recogad in Australia. Recognition is
what is most important. Because Australia is bigger and economically
stronger than New Zealand, if | return to China | will the CPA
Australia qualification. | recogrse that CPAAustraliais more

powerful than NZICA and has more authaor{tyterviewee M. 7)

It is interesting that professors of accounting in China who were interviewed made the
same point that western professioaatounting membership allows students to become
recognised as having a good standard of English and a good understanding of
international accounting standards. They saw this recognition as being important in
China in the future as an increasing numbevibfEs will require accountants with

bilingual capacity. As a professor of financial accounting and auditing commented:

If families can financially support their children to study abroad, these
students should acquire western professional accounting membership
and then come back to China. It will not be difficult for them to
complete the domestic CICPA qualification later on. Thetm

important thing for these students is to be aware of two different
cultures, to speak two different languages, and to understand the
international accounting systeniiterviewee No. 9)

In the same vein, a professor of management accounting expheyedhina needs

more professional accountants with western professional accounting qualifications:
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There are over ten million people who work in the accounting service
industry in China, but we are still short of people in this field. The
problem is not tat we lack people; instead, we have too many
accounting clerks who can only do bekdeping jobs. China has a
great demand for professional accountants who are experienced,
independent, and have a good understanding of international
accounting. If graduatecan achieve a westepnofessional accounting
qualification like ACCA, they will be very competitive because of their
mastery of English, and have a good understanding of international
accounting standards. They then will be able to start their caregr at
much higher level than other@nterviewee No. 20)

8.2.3 Moral-Substantive

According to Table 4, interviewee numbers 39, 41 and 42 are categorisembias
substantive. They are consideradralbecause their choices pffofessional accounting
membershi@re strongly influenced by their families. Thattieey followed a course of
action directed at obtaining membership of a foreign profeakamtounting bodipy
examinatiorbecausehey were advised that they should join an overpeafessional
accountng body. Thus, they chose to take a particplafessional accounting
qualification because théyadbeen told to do so. Interviewee number 39 is a third year
undergraduate female student whamajor inthe ACCA. Her unclevhoworked ina
municipal firance department recommended ACCA qualification to her. As

explained by the student:

In fact, it was my unclehorecommendethe ACCA course to me. He
works ina municipal financial department arlchowsthatthe ACCA

course isa very internationalisedvaluable course. Because my English
is quite good, he thought | was capable of doing this course. Actually
he recommended me to choose this university as well. My mum trusted
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his advice as he is very experienced in accounting and knows a lot
about what idhappening in this fieldInterviewee No. 39)

By mid-2012 when tfs interview was conducted, th# year undergraduate
accountingstudent hd passed eleveACCA papers and just completed three more
ACCA exams. Her hard work and successful completiach@ACCA exams
demonstratethat she has made substantive actiomsrdsachieving a \@stern

professional accountingualification.

Similarly, the other two interviewees are also third year undergraduate students who
wereadvisedby their relatives tolwosea particulaprofessional accountingody

Interviewee number 41 explained that his parents made the decision for him, whereas
interviewee number 42 said her aunty who worked in an accounting firm gave her

advice inchoosinga professional accountingody. Shesaid she hatistened to her

advice because: AMy aunty works as a con:
prepares accounts for a number of companies. She has several streams of income and |
think she is very successful as a female. | quiteiad e h e r (Interviéwee st y| e 0

No.42).

8.2.4 CognitiveSymbolic

Interviewee responses were anal gpssvet@dl as <co
interpreted as being driven mostly by recognitbithe value of belonging to aestern

professional accountingpdy. When this valuavasinterpreted as being uppermost in
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the minds of the respondentsviscoded as cognitive. Differg from the interviewees
categorised asognitivesubstantive, interviewee numb&2, 33 and 36vere
consideredognitivesymbolic(see Table 8L). They recognised the value of &stern
professional accountingualificatiory howeverthey did not make any substantive effort
to gain one In most cases, their professional membershipe a&arded as a gift by a

westernprofessional accouing body.

Interviewee numbear32 and 33 are botbartnersin large local accounting firms and

theyare alsdHonorary Professors oftap-ten university in China. In addition to all

these glamorous titles, they are bogpresentatives in the municip@ @ pl edés cong
committee During inteviews, they mentioned that CPA Austrakanted to award

them Fellow CPA membership without taking any examinations. Intervieawaber 33

said Al will not refuse it if they (CPAustralig give the membership to mi adds

more to my titles and it is an hamoHowever, | am not very keen to make any effort to

take iD.

On the other hand, a Management Accounting Professor ftopitan Chinese
university prodly mentioned that she was awarded CPA Austrabmbeship as a gift.
She recognises the valuetbé CPAAustraliaqualification. She explaedfurther why

this qualification is useful to her

| teach MBA courses. As you know, most MBA students are quite

mature and in management positions. They respectlotenat only

because of my knoadge in the field, but also myesternprofessional

accountinggual i fi cationsél also have CI MA n
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Australiaand CIMA memberships are very good titles for me
(Interviewee No, 36)

8.2.5 PragmaticSymbolic and Meal-Symbolic

Table 81 shows lhe pragmatissymbolic and morasymbolic are for coding purposes
empty cells. Of the 32 interviewees that were able to provide a decisive answer to this
research question, none of their responses were analysed as pragmiatilic or

moralsymbolic. Such findings will be discusskuither insection 8.3

8.3 Discussion

The findings of the third research question are presented in the above section. These
findings are analysed according to the analytical frameworksgse®n5.5). The

themes emerging from the findings are informed by the theoretical framework in this
section. It discusses the implications of the findings, thabis, Chinese accountants
and accountig graduates view membership oésternprofessional accountingpdies

and what their actions (symbolic or substantain respect ofthatmembershipTo
examine the findings presented in the above sectiorthisssuses the three elements

of legitimacy theory identified by Suchm&t999: pragmaticmoral and cognitive.

This thesis further analyses thesengents in terms of whether act®towards gaining
membership of a asternprofessional accountingody may be symbolic, in the sense
of aresponderis inaction or substantivein the sense dad respondent actively seeking
membership.
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The third researchuestionis not unconnectedith the formemresearch questions. As
explained in Chapter 5, the first two questions concern the institutions involved in the
Afgl obal expans iprofessoralaccquotingodies, whereds the third
research quesin focuses on the individual actors involved in this story. This third
guestion seeks to explore how accountants accountingraduates in China view the
westernprofessional accountingpdies and their membership choices; it also
investigates the exteto which they are willing to commit substantively, in terms of
qualifying by examination. Actions are viewed as symbolic when interviewees were

happy to receive the membership but unwilling to do anything substantive to gain it.

Two themes emengg from the findings that must be considered in the context of this
question are: uncertainty and legitimacy. Uncertaambseas a feature of the interview
responses because graduates and accountants do not know what to do for their best
career prospects, astlxtent to which China will embrace globalisatiotheafuture
remaingfor most interviewees big unknown. Accountants and accounting graduates

in Ching while seeking to enhance their legitimacy have no certainty as to how to do
this. In particularas Hofsted€1980 and Locketi(1988 claimed, Chinese have a very

high level of unceriaty avoidance. @duates and accountamsChinamay want to

avoid uncertainty by seeking advice from the government. Howevtlrendeductive

nor inductive reasoning can draw for them conclusions as to their future direction. They

have to fall back on making inferences from what little evidence is available. Such
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reasoningnay be unsatisfactognd barelysufficient but often its all that is available.

As described irthe study ofGray, Kouhy and Laverd 995, legitimacy emerges as
Chinese graduates and accountanigage irconstrucing a social contract byining a
westernprofessional accountingpdy.As a result, they gain credibilifGuthrie et al.,
2004). The social contract exists between the individual and the professional accounting
body that grants status and recognition. Rese individuals, membership of a
recognisegrofessional accountirtgodyis necessarfor themto enjoy continue

access to the accounting markatgdhence to gain legitimisation in the larger social
environmen{Campbell et al., 2003However, the findings of this thesis show that
membership of a astern professional accountibgdy is voluntary in Chingeven
thoughthe Chinese government has beew@uraging accountants to gain such
membership in addition to the CICPA qualification. Therefarestern membership can
only beconsidered as part of néegislated societal expectat®that embody only the
implicit terms of the social contrafBray et al., 1996 As suggested by Lindblom
(1994, individuals can apply a number of combative strategies when legitimacy is in
question. Since the CICPA qualification is recognised only within China, Chinese
accountants try to gain legitimacy internationdiybelonging to avestern professional

accounting body.

From the analysis of the findings, as summarised in Tallel®e pragmatic motive and
substantive action became the predominant driver for graduates and accountants seeking
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job opportunities both in China and oweais. The pagmatic element of legitimacy

relies on the selinterest of individuals and can be achieved by-bestefit appraisals
(Hooper & Xu, 2012Suchman, 1995 Such a pragmatic motive moally appeals to
consequentialist values and beligfddrich & Fiol, 1994 Suchman, 1995It implies

that the majority of the Chinese graduates, academics and accountants interviewed
perceivel that having avestern professional accounting qualificatweould allow them

to gain legitimacy. As a result, theyere willing to makeaneffort to achieve suca
qualification.Employersalso believedhaving an oversegsofessional accounting
qualificationto be an advantage. Another interesting feature of the analysis was that the
most internationalised city, Shanghexhibited a much greater demand for western
professional accountingualifications. This seems to be a reflection of the extent of
international business conducted in ShaaigAs highlighted by Meyer and Rowan
(1977, multiple forms of rationality may exist as institutional environments are often
pluralistic in other words, institutional approaches can be used to explain not only
homogeneity, but alsihe existence of heterogeneity. Astedin the findings of this
chapter, different geographical areas in China have very different political and
commercial preferences. For instance, Beijing as the political centre of Chiharis
themajority of theSOEs are locatedFluent Englishand a goodnowledge of
internationabccountingstandardsare not as highly demanded as they are in Shanghai
In contrast, Shanghai is the centrddlEs and these corporations require accountants

to have a good command thie English language as well agernational accounting

247



knowledge Thereforecompared with the situation in Shanghagsternprofessional
accountingqualifications areelativelynotin high demandn Beijing and the domestic
CICPA qualification is the wstsought afterAlso, it appears thah thefirst-tier large

cities in China (such as Beijing, Shanghai, Guangzhou and Shenzéenjsa higher
demandor western professional accounting qualifications timsseconetier cities

(such as Hangzhou ashenyang)On balance, it would seem that there is a market for
western professnal accountingjualifications as providing additional legitimacy to the
CICPA qualification and such a market may be subject to how China adopts the

principles of globalisatin.

Analysis of the findings shows that the second most popular response to this research
question was coded as cognitisebstative. In the case of this study, cognitive
legitimacy based othetakenfor-grantednesmterpretatiorsuggested by DiMaggio

and Powell(1983 may be applied. This is becaube Chinese accountants, academics
and graduateimterviewedmayhavebeenmotivaed by takerfor-granted assumptions

as to the international status of thesternprofessional accountingpdies.A cognitive
classificatioome ans i nt e r asweeevineemetéd aseing driven mostly by
recognition of the value of belonging tavaesternprofessional accountingody. A
substantiveclassificationmeans that actions were taken by interviewees to achiate th
gualification.The responses in this category were partly driven by a search for

|l egitimacy and oncesthgadartbewpbhrasedibid
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express their desire to go for the best posgléessional accountingpdy. The
problem is that there is uncertainty as to wipobfessional accountingpdy is the best,
but it would seem from the responses of yniawterviewees that the ICAEW comes

closest to this.

Among students at universitigapralsubstantive coding sesmost appropriate.

Moral legitimacy can be achieved by ethical judgem@itoper & Xu, 2012

Suchman and Eyrd 992 explain thata moral motiwe of legitimacyis achieved when
individuals do what others thirthey should do. Individuals may want to seek approval
from others for their actions particulamwhen they are very uncertain about their choice
of actions. In the case of this thesis, Chinese students generallyeecfidogh level of
uncertainty angoughtadvice as to the best qualification they shquudsuefrom

various sources such as teachers, parents and relativegriétiéy get cerinty from
people they admired or trusted because of their limited knowledge about the global
accounting fieldUsually, university lecturers are the main source of advice as many
Chinese universities run specific ACCA and CGA undergraduate courses. However,
where students have relatives who work in the accounting field, they would seem to be

the strongest morahfluence.

The cognitivesymbolic coding adopted in this thesis recognises the value of belonging
to a westermprofessional accountingody. However, where no substantive effort or
action was taken to achieve a westerofessional accountingualification the
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responses were accordingly coded as symbolic. An example of such a classification
would be the case of the two senior accountants from Shenzhen who were offered CPA
Australia membership without any examination. Since the recipients were not required
to make any effort or take any action, there can be no aspect of uncertainty regarding
this situation. Arguably some sense of degjitimisation was involved in their

acceptance of the offer.

The pragmatiecsymbolic and morasymbolic are for coding purges empty cells. To be
categorised as pragmasgmbolic, accountants would have to see gaining membership
of a westermprofessional accountingpdy as being in their own interests but be
unwilling to take any action to achieve this. The result is somevdmtadictory, and
therefore the cell is empty. An illustration of this empty cell is the case of a female
partner in a large domestic accounting firm in Beijing who did not take any substantive
action to belong to a westepnofessional accountingody kecauseshe did not see és

in herowninterest Her casavas therefore not applicable to this céll.the time of the
interview, shehadnot gained such a membership through specialission or as a gift
from a westeriprofessional accountingody. With regard tonoratsymbolic, the

context would be slightly different. Wwould mean receiving advice about acquiring the
professional accountingualification but not making any effort to gain a western

membershipThis did not apply to any of the intervi@ss in this research.

As discussed above, the pragmatic metizadvancing an accounting career appears to
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be the dominant driver for interviewees. This means that they may not necessarily join a
western professiaal accountingoodybecause of its brarat value(cognitive element

of legitimacy) It seems thamnany of these interviewees made their decswithout a
good understading of the differences betweermstern professionalccountingoodies.
Suchaphenomenon of blindly joining anyesternprofessional accountingody
available to them is worth further analysis.l#&s been recognis@d previous studies,
Chinese people have a high level of uncertainty avoid@hofstede, 1980Lockett,
1988, so it is interesting that the findings of this chapter showthest are stilvery

keen tgjoin a westernprofessional accountingodywithout much thought as its
relevance and value. Such a phenomenon revesl#hign marketing campaigns of these
westernprofessional accountingpdies have been very aggressive. Those Chinese
graduates andcaountants who lack an undeanding of western professional
accounting bodiesay be misled into making blind decisiongyin a professional

accountingqualification that is not worth as much as theye beerold.

8.4 Summary

In summary, the thesis hasthis section drawn on the three elements of legitimacy
theory identified by Suchmgi999, pragmatic, moral and cognitivandsought
answers as to how Chinese graduates,eana$ and accountants view thestern
professional accounting qualificatiofi$e study further crossnalysé whethertheir

individual actions towards becoming a membea wiesternprofessional accounting
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bodycanbe described as symbolic or substantive. Amatrix oft e r v ereeptienss 0 p
(shown above in Tabl@ 1) wasconstructed to explain the findings. Itagnding of

this study that uncertainty of choie@aswidespread among interviewees, dnatsuch
uncertainty even exteedto the government officials. Despitagtevel of uncertainty,

the thesislso foundhata majority of the interviewees soudagitimisatian within

their carees.

Legitimacy and uncertainty are the two main theargsng fromthe findings. It is

important to acknowledge the existence of uncertainty in the context of the third

research question. Chinese experience highde¥elncertaintyand therefore Chinese
graduates and accountants are keen to seek certainty in their chmiotessional
accountingqualifications. However, such certainty is hard to achieve given that

information is limited and the marketing campaigmefternprofesgonal accounting

bodies is very aggressive in Chifiiacanalso be concluded that, to gain legitimacy,

Chinese graduates and accountants are keen to construct an implied social contract by
belonging to avesternprofessional accountirigody. By crossanay s i ng i nt er vi
responses using the analytical framework as shown in Appendix 5, the most significant
driver of intervieweesod | egitiweresi ng acti.i

identified.

It is also afinding of this research thatmajority d the Chinese graduates and

accountants interviewed takabstantiveactions to achievevestern professional
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accountingqualifications, andhatthese substantive actions are mainly driven by
pragmatiamotives such as seeking better job opportunities.mbar of employers also
expressed their suppddr pragmatic actionsas having avesternprofessional
accountingqualification is seen as a competitive advantage in career development. As
observed by interviewees, the demandiesternprofessional accauing

qualifications is much greater in Shanghai than in Beijing. This may be because there
are a greater number of multinational corporations based in Shanghai, whereas the
majority of large corporatns in Beijing are SOE#&nother interesting finding

emerging from the pragmatisubstantive analysis is that CRAstraliaand ACCA
qualifications are perceived to be cheaper, quicker and ¢éasibtainthan other

westernprofessional accountingualifications.

The second most populdriver for legitimag is cognitive substantiveln this respect,
interviewees are motivated mostly by recognition of the value of belongingéstarn
professional accountingodyand they are determined to take substantive actions
towards achievinghis end Surprisingly,not only practitioners are aware of the value of
a westernprofessional accountingualification, but Chinese academlwve also
recognised the benefits of holding dpabfessional accountingualifications (both

western and domestic CICPA qualificatipns

The third category, from the creasalysis, is calledhoratsubstantiveThree Chinese

university students identified as being in this categaeinterviewed.This
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classification wavecause their decision to belong twesternprofessional accotimg
bodywas strongly influenced by otherssually relatives and family. Teatisfy the
expectations ofamily and relatives, these studehtslworkedvery hard to pasthe
ACCA global examsTheir actionsveretherefore substantiv&€ognitivesymbolicis
the fourth categorgndtwo senior accountants and one profesgeneidentifiedas
belonging in it These three interviewees recogditiee value ofa westernprofessional
accountingqualification, but did not want to make any substantive effcaictpire it.

In fact, their membershipsereawarded by thevesternprofessional accountingpdies
as gifs. Lastly, no interviewee responsasuldbe identified as being either pragmsat

symbolic or morakymbolic.

Part Two(including haptes 6, 7, and 8) bthis thesis identifies the findings from the
empirical investigation and provigda discussion afhekey implications thahave
emerge from the findings. The next and final chapter will provide a conclusion,

suggestioafor future research, aralcontibution to theory, method and practice.

254



PART THREE: CONCLUSION
CHAPTER 9: Conclusion and Implications
9.1 Introduction

In the context of the globalisation of accounting, the growing embeddedness of Anglo
Saxon institutions including the Big 4 accounting firtlid\Es, professional accounting
bodies and international organisations such as the IASB, the IMF and the WTO has
been highlighted by many researchi@tu et al., 2011Leicht & Fennell, 2008
Samuel, 2006 The domination of these institutions has raised many concerns in
developing countries, as it could be viewed aswa form of colonialisnfLarson, 1997
Saudagaran, 2008&ikka, 200). The aim of this thesis has been to answer three
research questions concerning the impagtedtern accountingstitutions in China.
Theoretically, the approach to each questias been slightly differenthe first

gusstioni as tohow do China viewvestern accountingpstitutionsand foreign
professional accountinigodie® e into its ygomestic markétis looked at through the
lens of NIStheory and organisational legitimising strategies adopted from legitimacy
theory In particula, the isomorphic features of NIS are usedxjplan the findings
uncoveredThe second research questieraminingthe motives and strategies of CPA
Australiadriving their entryinto themainland Chinanarket, makes use tife NIS
concept of decouplind he third research questiaconcerning the views @hinese

accountants anaiccounting graduates about westerofessional accountingpdies,
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employslegitimacy theory which arguépis a close offshoot of NIS. Chapter 1

presented the background to gtedy, outlining the purpose and scope of the research,
the research problem and the justification for undertaking the research. Part One of the
thesis, Chapters 2, 3, 4 and 5, includes the literature review, and the theoretical and
methodological framew&. Part Two, containing Chapters 6, 7 and 8, provides the
findings from the empirical research and discusses the key implications of the findings
of each of the three research questions in wihile drawing on the relevant literature

supporting or conadictingthesefindings as explained in terms of the theapplied.

Section 9.2 oftiisfinalchaptepr esent s t he studydéds concl us
research questions proposed in Chapter 1. SectiaoufliBes the research

contributionsthat ths thesis makeSection 9.4 outlines the limitations of the research,

and section 9.6oncludeswith suggestions for further research into issues not fully

answered.

9.2 Addressing the Three Research Questions

9.2.1 Research Question 1

First, the findings withregad t o Chi n a 0 professiomavacoodintingge st er n
bodies entering the mainland China market may be summariseledief that a degree
of international coercion has been involved. Even though the coercive exogenous

influences were denied or ignoredtibye government officials interviewed, it should be
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noted that these officials were likely to be defensive and not open to questioning they

saw as intrusive as they were Communist Party members. Not surprisingly, the Chinese
accountants and accounting aeauics interviewed, who were more likely to be open to

such questioning, believed there was strong evidence that coercive forces have been
influential. Coercive influences from the international accounting institutional network

i theMNEsT werealsofound o be a major factor in Chin
IFRS. However, China has been reluctant to go further than a promise of convergence
with the IFRS because of its different social, economic, political and cultural

environments. Therefore, it was the egpt view of the interviewees that blindly

mimicking practices from the west will not work for the Chinese accounting system.

More recently, the intrusion of the western accounting institutions has been seen as a

t hreat to Chi naos aiionafseaurityaAs a result, theee@ne signy a n
of a pushback against the operations of the international accounting organisations in

the Chinese market. Signs of this pimgitk are the debate between the Chinese

government and the PCAOB in the dBout Laxgtop audit work, and the
domesticating policy concerning the Big -
pushback activities and its absolute power in the governance of the Chinese
professional accounting body e(pdaver@thRne) ar e
local accounting field. However, such coercive power was found to be limited when

compared with the influence of western institutions.



Normative isomorphic influences can also be observed in China. Top Chinese
government officials such dise Vice President of the Ministry of Finance have been
found to be institutional entrepreneurs who can exercise their normative powers to
change rules in the accounting field. However, it was also observed that such individual
influences are variable amonstraineds a result athe strong ovesight andcoercive

power of the Chinese governmeftshother aspect of normative isomorphism widely
acknowledged by interviewees was that the ICAEW represents a professional ideal at
which China should aim. Howevestich a normative commitment to welcoming a
westernprofessional accountingpdy does not extend to either the ACCA or CPA
Australia. It was observed in this study that the wegiesfessional accountingpdies

have become ranked according to their védu€hinese accountants.

The last issue raised by the first research question concerns the organisational

legitimising strategies adopted by the Chinese government in seeking legitimacy for the
Chinese accounting profession. It emerged from the findinggsofthesis that both the
convergence with the IFRS and the welcoming of western professional accounting

bodies into China can be considered legitimising strategies. However, such legitimising
strategies are not necessarily substantive in nature as googpting is evident in the

findings. The persistence of a national system alongside the convergence process has
been revealed by this research. Consi st el
IFRS cannot be easily achievexkcept possibly in a syolic sense because of

differences in the cultural, social and political environments. On the other hand, the
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Cl CPAGs <col | abor atwhiah mterwieweels cohstamly ref€@radBdNas
At he gol dcaske aonsidaredameffective symbstiategy to legitimise the
Chinese accounting profession in the eyes of the western accounting profession. As
discussed above, the ICAEW was regarded by most of the interviewees as the most
prestigious professional accounting body, whereas the ACCA and\@R¥alia were

seen as secondary to the ICAEW. The inferior status of CPA Australia and how such a

view may have come about is a feature of the findings of the second research question.

9.2.2 Research Question 2

Second, CPA Austr al i thedChinese markdt leageibees f or er
decoupled as a result of a disconnection found between the Melbourne head office and
the China regional offices. This study h:
mainland China market has been driven by motivdmahcial selfinterest and more
public-interest, moral motives. It was found in this study that, because of its newness in

the Chinese accounting field, CPA Australia has tended to mimic successful models

such as the ACCA and adopt substantive and praastrategies to gain legitimacy in

China.

However, the operational managers in China have adopted strategies that are different
from those originally proposed by the Melbourne head offiaecharacteristic of

decoupling described in the literatuiidhefindings show that such decoupling has come



about as a result of interpretations about what is important. The first evidence of this
decoupling arose when the local operational managers in China made it very difficult to
conduct interviews even though teenior manager in the Melbourne head office

strongly supported the research study being undertaken in China. The Chinese

operational managers also dismissed the claim made by the head office that graduates
returning from Australn universities are an imgant source of membership. It

appears that the operational managers in China are very sensitive about the way in

which they deal with Chinese officials addimedt hat CPA Australi ads
China mar ket was not f oand,hebypturtpm skee logd ti

accounting profession to develop in competence.

CPA Australia entered the Chinese market much later than other western professional
accounting bodies such as the ACCA and the CGA, and, as the literature shows, late
entrants ta new field are likely to decouple their actions in response to pressures. This
clearly applieso CPAAustraliadd s o p sinrmainlandChina where the local

operational managers have prioritised different objectives and understaindings

thoseof thesenior management in Melbourr@ne example of such decoupling

occurred when the CICPA and CPA Australia were discussing a mutual recognition
agreement. It appears that the Greater China Regional Manager was very keen to sign
an agreement which had beejected by the senior manager in the Melbourne head
office because it would have been likely to damage the image and reputatiBA of C
Australia in the long termAnother case of decoupling became apparent when the
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operational managers in China modified Substantive, proactive strategies required by
the head office. According to the Melbourne head office of CPA Australia, their
overriding goal is to make a worthwhile contribution to the Chinese accounting
profession by maintaining high standards of pgeienal expertise. In contrast, the

regional managers in China are more concerned about running their offices at a profit
and see a bottom line surplus as the overriding goal of their operations. The more moral
and professional mission has become secortddigancial gains. To accomplish the
financial target, operational managers in China have adopted symbolic strategies to
build up the membership base, giving out memberships through the special admission

process rather than recruiting members from matncetertiary markets in China.

As a result, CPA Australiads global strat
challengedn China. The implication of the findings is that it is hard for CPA Australia

to maintain its ideals and gain legitimacy whenalgding becomes too transparent in

the eyes of the Chinese accounting profe:
operations in China and in New Zealand show that thesasthinable financial

performance goals have led to very different outcomesophleational managers in

China have ranterpreted the performance goals and considered financial sustainability

to be more important than the high professional status of CPA Australia. The New

Zealand Regional Manager, under similar financial performpressure, may have

acted differently. In addition to the explanations provided in the literature for

decoupling, the large cultural diversity between Australia and China is considered a
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possible cause.

9.2.3 Research Question 3

Third, when interviewing Chinesscounting graduates and accountants about their

career prospects, it was soon evident that an aura of uncertainty surrounded the
guestion. Hofstedgl9806s | andmar k research reveal s t
tolerance for uncertainty. As part of the globalisation of accounting, China is converging
its siandards with the IFRS. Since the Chinese accounting profession is only recognised
within China, Chinese accounting graduates and accountants seek to gain legitimacy
internationally. By gaining membership in a respected western accounting association,
accountants and accounting graduates can also hope to meet thegisdated societal
expectations of the accounting field and gain legitimacy internationally. However, this
study found that interviewees were uncertain about their choice of a western

professimal accounting body. A side effect of this uncertainty was that many

interviewees tried to rank the western professional bodies when looking for the best one
to join. The term Athe gold standardo wa:
in this stug to express their willingness to belong to the best professional accounting

body in the global accounting field. It appeared that the weptefassional accounting

body with a minimal presence in Chinghe ICAEWiT was the most highly regarded.
Accouning graduates, however, have to seek advice from their teachers, parents and
relatives who have more knowledge about the domestic market in China and the global
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accountindield. Those not able to seek advice from knowledgeable people have to rely

on how heprofessional accountingpdies advertise and present themselves.

The dominant motive for Chinese accountants and accounting graduates to gain
legitimacy, according to the interviewees, appeared to be the pragmatic one of
advancing their accounting cars. Interviewees were willing to take substantive

actions by completing the professional programme and examinations. This followed the
cognitivesubstantive drive for legitimacy when interviewees recognised the value of
belonging to a westeprofessionahccountingoody. Not only accounting practitioners

but also accounting academics are aware of the benefits of holding MPMs. The majority
of accounting graduates interviewed fell into the substantitegory with an even
distribution amonghe pragmaticmoral and cognitive categorieBecause of a lack of
certainty about how to gain legitimacy in the accounting field, they tended to rely on
advice given by knowledgeable people they could trust, quite often such people as their
parents or relatives. Theslacategory is cognitiveymbolic and included three

interviewees who were offered membership of CPA Australia through the special
admission process. In contrast with the interviewees who were willing to take
substantive actions to achieve membership ettie®e interviewees showed no
commitment to passing professional examinations. The fact that a pragmatic motive
appeared to be the dominant driver implies that these Chinese accountants and
accounting graduates do not necessarily join a weptefassioal accountingody as

a result of the recognition of its brand or value. It seems that many interviewees were
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uncertain about the future benefits of such a membership and they did not have a good
understanding of the differences between wegissfessionhaccountingoodies. This
phenomenon of blindly joining any westgarofessional accountingpdy available may
contribute to the aggressive marketing campaigns of some of these bodies. Chinese
accountants and accounting graduates who do not have sufficeemiedge about them

are likely to be misled by their marketing promotions. This phenomenon is beyond the
scope of this study and worthy of further research. The following sections outline the
contributions and limitations of this thesis and make recordatems for future

research.

9.3 Contribution s

This thesis makes a significant contribution to the knowledge, theory, literature,

methodology and practice. This section summarises this contribution.

9.3.1 Contribution to Theory and Literature

This thesis makes auwtribution tocurrentknowledge through the application of NIS
theory to the field oprofessional accountindg is perhaps the first application of
isomorphism in its various forms to the Chinese government as an institutional
organisation. By drillinglown into the various forms of isomorphism, the thesis can
complkement the extant literaturgith respecto the Chinese governménw/elcoming

of westernprofessional accountingpdies. It is a finding of this thesis that the coercive
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element of homogenesusomorphism was the predominant factathis welcome.

Second, as explained in the summary of background literature in Chapter 2, this thesis
has also been concerned to explaom westernprofessional accountingodies expand
into Chinaand what proldms have emerged for thethis question nohaving been
addressed in the literature. The concept of decoupling was ugextontext of a
professioml accountingoodyand as suchvill strengthen the literature around the
phenomenon of decoupling and piiy help establishvhatfactorscould predict
decoupling. With regard to the latteoint, this thesisntroduceghe important issue of
power dynamicén mediatingadesire to decoupl@Boxenbaum & Jonsson, 2009 he
power dynamicsliscussedn this thesisotesinteresting differences the areas of
culture and geography. Thieding is that a cultural and geographical disconhest
emergeé between the operational managers in China and top managertteant in
Melbourne head office. Such a finding will add new elements to the litexature
decoupling as the literature searchedsinotite cultural and geographical differences

as mediating a desire to decouple.

Third, in the process dlrilling down, the thesis has used Suchn{a@956 s t r i ch ot c
of pragmatic, normative and cognitilegitimacyto add to the literature on professional
legitimacy. However, to enrich the apsils of theresponses from both institutional
organisations and individualthis thesis combireSuchmar(199596s t r i chot o my

the concepof substantive and symbolic legitimising strategigresolvingthese
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analytical elements into a matrix, the findwwgsthat the motive of pragmatic

legitimacy coupled with substantive action was the predominant respotise third

research questioiihis response illustrates a desire by interviestegrioritisetheir

selfinterest in advancing their accounting case€he second most common motive of
legtimacy was cognitive, coupled with substantive actwwhere interviewes

expressed a desire to join asternprofessional accountingodybecause they

recognised the valugf doing so The contributiorresults fromemploying Suchman

(19996s trichotomy with | dhgtsuppomnthelitenatgre st r at e
wherethese conceptare usedeparately, and further adds to the literature by

combining these concepts in a research context.

9.3.2 Contribution to Methodology

This thesis also makes a contribution to analytical method. With respecffitsttheo

research questions, the Chinese government and CPA Australia, as institutional
organisations, were analysed by applying the three forms of homogeneous isomorphism
from NIS theory together with symbolic or substantive organisational legitimising

strategies. An analytical framework combining NIS and legitimacy theory was adopted

in analysing the first two research questions because legitimacy is a central concept in
organisational institutionalism. In answering the third research question, a afatrix

|l egiti macy was constructed to code inter:
westernprofessional accountingualifications. The combination of legitimising
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strategies with Suchmq@9996s t hr ee el ements of | egitin

new analytical method to analyse motives Ballaviour in making a critical career
decision, which, in this thesis, involves choosing a western professional accounting
qualification. It was also important to distinguish the legitimising strategies in terms of
being either a symbolic action, whichimsfact inaction posing as action, or a

substantive action, where something is happening to achieve an end.

9.3.3 Contribution to Practice

The first contribution to practice concerns the development of the accounting field in
communist or eécommunist countriesChina is a good examptd the situation in
developing communist countries likéetham, Cuba and Romantpecifically, he
development othe Chinese accounting professiestablishesin exemplar for tree
communist countrieCh i na 6s athe stiategeke®it emmoysamtite  t
globalisation of accounting are studied in this research. The mofitkeChinese
governmentand thedifficulties it faces inopenng its doos to western professiait
accountingoodies are revealed in the findings of shihesis. More importantly, the
series of pusiback actions taken by the Chinese government in the international

accounting field can be better understood and explained by the findings of this study.

The second contribution to practice is that the fingliofithis thesis provide an-in

depth, critical review of the expansion of a wesfaafessional accountingpdy into
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the mainland China marke&fPA Australiawasthe firstwesternprofessional accounting
body intheAsia-Pacific regiornto enter Chinadoing sowhile themajority of the
charteredaccountat professional accountingpdies were still operating within their
domestic territories. It seems tf@tP A A u s dglobadelkparesiorstrategyis now
threatened by internal decoupliMyhile the operatioal managers in China are
narrowly focused on achieving financial performance targets, they are in the view of
this thesis undermining the longer term goal of CPA Australia to be a reputable

professional body with high accounting standards.

The third catribution to practice iso showhow Chinese accounting graduates and
accountants view the future of accounting in terms of howpitastised That is, given
the excessive amolgf time andmoney required to achieve asternprofessional
accountingqualification, the findings of this thesis explain why thisrstill an
increasing number of graduates and aotants who are keen to join astern
professional accountingody As discussed in Chapter 8 and section 9.2.3 in this
chapter, @henomenon oblindly joining any westernprofessional accountingpdy
available to thenmas beemdentified. Examinationof thisphenomenon reveals that very
aggressive marketinrgndpromotional activities have be@ndespreadn China to
persuadgioung graduates aratcountard that holding a esternprofessional
accountingqualification will advance their accounting cai@ra big way. In addition
to explaining their choices @irofessional accountingualificatiors, this thesis also
hopes to bringhis phenomenomto the spotlight so that mosadtention can be paid to
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this issue

9.4 Limitation s

This section outlines the limitations of the research undertaken. As stated by Sadler
(1981, naturalistic inquirers pursue their tasks sensitively and sequentially. It is these
same characteristics that make naturalistic inquiries more vulnerable. A number of
information procesag limitations have been pointed out by many researcers of

the main challenges is there is not explicit guidelines for determining saturation
(Bowen, 2008 Sadler(1981) outlines thirteen cognitive limitations in addition to

ethical compromises and valueiiti@s. Some of these are data overload, persistence in
focusing on the first few stimuli received, difficulty in accessing information, internal
consistency, information redundancy, uneven reliability of information from various

sources, and consistencyjunigment.

The findings and conclusions of this thesis should be considered in light of the research
limitations. The obvious limitations are common to all qualitative resesiathies It is

not possible to draw statistical conclusions as the queststes af the 8 interviewees
sought degt and reasoning rather than Aestype answerd.he reasoned answers

given by the social actors interviewed represent their interpresatia@vents and may

be biased wardspreferences and prejudices unknown ®risearchgiSadler, 1981

In turn, the research&rasalso engaged as a social actor and may have unintalhgion

misinterpreted answeedso convegdawrong meaningLincoln & Guba, 1985
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Sadler, 198)l Such shortcomings are riséll research findings are exposed to.

The second limitation occurred because there may have been some sensitivity
prevening interviewees from disclosing their true feelingss a feature of Chinese
culture that Chinese people are secretive and do not readifigle instrangersand
because they are so polite they say what they feel the interviewer wants (Gragar
1988 Hofstede, 1980Lockett, 1988. Even though the researcher acknowledges that
Chinese peoplareopening up a lot more than in the past as a result of the economic
reforms and the open door policy, they may be too politertticise the professional
accountingoodies with whih this research is concernéids hoped thasuch
sensitivitieshave beemvercome by the friendliness of the interviewer wbeing

young and femalevould nothavebesnseen as intimidating and threatening

The third limitation is around the sensitivity of the research findings concerning the
decoupling between the operationanagers in China and the top management in the
Melbourne head office of CPA Australia. As suggested by S&t&), availability of
information is one limitation in naturalistic data processing. Very often information that
is difficult to retrieve tends to receive less attention. It is not the case in this study as
such decoupling has been noticed andtified as a significant issue. While the

findings have revealed the existence of decoupling, it has been impossible, however, to

probe any further into this issue than has been indicated in this study.

Finally, this study has adopted a number of thertiegles suggested by Adarfi®82
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in data processing and analysis to improve the credibility of the research including: (1)
giving an oral debriefing to key respondents at the end of the visit; (2) strategically
using direct quotes; (3) employing triangulation amati-method approaches: primary

data was collected by sesiiructured interviews and secondary data was collected to
conduct documentary analysis so as to triangulate with the interview data collected; and

(4) reporting qualitative findings thoroughly.

9.5 Directions for Future Research

What is exceptionah thisresearch is that concerns an Angi&axonprofessional
accountingoody in the process of expansion beyond its traditional makgond the
analysis and explanation offeredth regard to the tlee research questigrikis thesis

revealghatfurther research into this area is needed.

First, for western professional accounting bodies,target market in terms of culture
and languages very different from the home market. Suedifference acoatuates and
widersthe gap between the top managerthahome country and the operational
managers in the target mark€he gender divide is also remarkabhgsing the

guestion as to why the top male managers saléeimale operational managers in
China: what was the geler advantage they perceiveld®se questions are beyond the
scope of this thesis but do pointan interesting idection for further research.
However, what hasmerged will serve to enrich the literature seeking to explain why

organsations decouple.
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Second, as noted by AndersGough, Grey and Robs@h999, studies of professional
socialisation explore the nature of professions and highlight how individuals are shaped
into qualified members of these professions. For the accounting profession, the
socialisation of accountants occurs within the context of an institutional fragmentation
of professional accountinigpdies. There has been little study of the socialisation of
accountantsThis thesis focuses more on the decigiweking and behaviour of Chinese
accountants and accounting graduates in becoming members of western professional
accounting bodies. There is an opportunity for further research to investigate the
socialisation of Ginese accounting graduates in the audit firms, in particular the top

accounting firms including the Big 4 and the Top 10 Chinese CPA firms.

Third, another interesting area that is beyond the scope of this study but worthy of
further investigation is thethical practices of Chinese accountants. Ande@Gomngh et

al. (1999 emphasise that the study of professionalisation has moved towards the study
of modes of conduct. Demonstration of appropriate wayeioly a professional
accountant and creating and maintaining appropriate professional behaviour (i.e.
socialisation) are central to the study of professionalisation. Since China has been
converging with the IFRS, more judgmental rather thanlvaked ddsion-making has

been required from Chinese professional accountants. Therefore ethical practice has
become an important issue for the Chinese accounting profession in ensuring ethical

decisions can be made in accounting practice.
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Finally, there is anmportunity to further investigate the coercive power of the Chinese
government in the process of the socialisation of Chinese accountants. As found in this
thesis, the Chinese accountapegfession is undegovernment control. Government
officials, perhap surprisingly, talked about accelerating the socialisation of accountants
by gradually reducing the power of the government. In this way, it would be expected
that the Chinese accountipgofessiorwould become more independent. While it is
beyond the sqme of this study, it does suggest an interesting research topic, looking at
the socialisation of accountancy through a comparison of China with the-8agtm

countries.

9.6 Conclusion

This thesis tells a global expansionary story of a western professocmaairding body

i CPA Australiai in mainland China. It involves three research questions concerning

(1) the global expansion of western prof .
of its domestic accounting field, (2) the impact of CPA Australiaisnorogramme of

expansion into China, and (3) the impact of these changes on Chinese accounting
graduates and accountants and their choice of a profesagmuainting body. These

three research questions are interlinked. The incentive for this studiievas
professionalisation of accounting and the embeddedness of international organisations
(such the IASB, the WTO, and the World Bar)\ Es, professional accountingpdies

and the Big 4 firms. This research makes a contribution to current knowledggtthrou
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the application of NIS theory to the field of the accounting profession. The study also
makes a methodological contribution by the construction of analytical matrices which
combine three forms of homogeneous isomorphism from NIS theory and elements of
legitimacy theory. The hdepth interviews which provided the empirical data for this

study are triangulated with qualitative documentary analysis to enhance the credibility
of the findings. The research also contributes to practice, in particular tbalcetriew

of the expansion of into China by CPA Australia has revealed that their global expansion

strategy is threatened by internal decoupling.

China is a growing world power and may wi
future. How China operas in the accounting field will have fezaching ramifications

for the rest of the world. Chinese participation in the three areas of research undertaken
can promote the further globalisation of accounting as Chinese resistance to

globalisation could aresbecause China feels its voice in international organisations,
professions, and accounting education is
participation or resistance wiile of great significande seeking the ideal of

accounting globalisation. Bhfindings of this research reveal the impact of the western
institutional network on China and the limited coercive power that China has imposed

on these institutions. The study raises important implications and suggests a number of

important directionsdr future research.
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Appendix 1: Ethics Application Approval Letter

AU

UNIVERSITY

nnnnnnnnnnnnnnnnnnnnnnnnnnnnnn

MEMORANDUM
Auckland University of Technology Ethics Committee (AUTEC)

To: Keith Hooper
From: Dr Rosemary GodboldExecutive Secretary, AUTEC
Date: 22 November 2011

Subject:  Ethics Application Numberl/287Why China is adopting western

professional standards: The case of CPA Australia.

DearKeith
Thank you for providing written evidence as requested. | am pleased to advise that it
satisfies the points raised by thackland University of Technologlthics Committee
(AUTEC) attheirmeeting or81 October 201&and | have approved your ethics
application.This delegated approval is made in accordance with section 5.3.2.3 of
A UT E @ppdying for Ethics Approval: Guidelinesxd Proceduresnd is subject to
endor sement at AXDOeEe@ides20iheet i ng on
Your ethicsapplicationis approvedor a period othreeyears untik2 November 2014
| advise that as part of the ethics approval processaye required to submthie
following to AUTEC:

1 Abrief annual progress reparsingform EA2, which is available online

throughhttp://www.aut.ac.nz/research/reseaethics/ethicswhen necessary

this form mayalso be used teequestinextensiorof theapprovalat least one
month prior to its expiry o082 November 2014
1 A brief reporton the status of the projaasingform EA3, which is available

onlinethroughhttp://www.aut.ac.nz/research/reseaethics/ethicsThis report

301


http://www.aut.ac.nz/research/research-ethics/ethics
http://www.aut.ac.nz/research/research-ethics/ethics

is to be submitted either when the approval expirea2oNovember 2014r on
completion of the project, whichever comes sooner;
It is a condition of approval that AUTEE notified of any adverse events or if the
research does not commence. AUTEC approval needs to be sought for any alteration to
the research, including any alteration of or addition to any documents that are provided
to participants. You anemincedthat,as applicant, you are responsible for ensduitiag
researchundertaken under this approwalcurswithin the parametersutlined in the
approved application.
Please note th&UTEC grants ethical approval only.you requiremanagement
approval from amnstitutionor organisatiorfor your researctthen you will need to
make the arrangements necessanybtain thisAlso, if your research is undertaken
within a jurisdiction outside New Zealand, you will need to make the arrangements
necessary to meetdhegal and ethical requirements that apply within that jurisdiction.
When communicating with us about this application, we ask thatisetine application
number and study titl® enable us to provide you with prompt servi8keould you
have any furtheenquiries regarding this matter, you are welcome to contact me by

email atethics@aut.ac.nar by telephone on 921 9999 at extension 6902.

On behalf of AUTECand myself, Wwish yousuccessvith your researcland lok
forward to reading about it in your reports

Yours sincerely
Dr Rosemary Godbold

Executive Secretary

Auckland University of TechnologyEthics Committee
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Appendix 2: Participation Information Sheet

Participant Information Sheet &[ﬂ]ﬁ

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

Date Information Sheet Produced:

1 December 2011

Project Title

An investigation into the western profes:
using the case of CPA Australia

An Invitation

| am Hedy Jiaying Huang, a PhD candidate from the Faculty of Business, AUT
University, New Zealand. You are invited to participate in a research project on why
China is welcoming western professional accounting bodies with reference to the
introduction of CPA Australia.

Participation in the project will involve a 4&inute to thourinterview. Your

participation in this project is completely voluntary and you may withdraw at any time
prior to the completion of the research data collection.

What is the purpose of this research?

This research aims ttiscoverwhy China is welcomingvegernprofessional
accountingoodies like CPA Australia and why Chinese accountants and graduates of
accounting are increasingly interested in joining a Wegissfessional accounting

body in addition to belonging to the local Chinese governroentrolledprofession.

| am undertaking this research for my PhD thesis at AUT University. Some conference
papers would be expected to follow, and then be submitted to journals such as the
Accounting History Journal and the Accounting, Auditing & Accountabilityrdall

How was | identified and why am | being invited to participate in this research?

You may have been referred by CPA Australia or your colleagues or friends. As you
have been identified as an informed observer of the relevant research topic, | am very

interested in your experiences and perceptions about the topic.

30¢



What will happen in this research?

The research project involves interviews. You will be asked to sign a participation
Consent Form and take part in amithute to thour interview at a timand place that

is convenient to both you and me. As highlighted previously, the interview questions
will focus on your experiences as a member of professional accounting bodies. The
interview will be recorded via digital recorder and ntatking. This willbe analysed by
identifying, analysing and reporting common patterns.

What are the discomforts and risks?

You may feel uncomfortable when discussing questions regarding your personal
experiences. However, the level of discomfort and risk will be verydaras there are

no sensitive questions and all your responses will be confidential.

How will these discomforts and risks be alleviated?

You do not have to answer any questions that you do not want to answer. In addition to
that, you may withdraw yoursatt any information that you have provided for this
project at any time prior to the completion of data collection, without being
disadvantaged in any way.

What are the benefits?

This research will provide a clearer picture of what are the main influencie

adoption of westerprofessional accountingtandards in China and why western
professional accounting qualifications are increasingly popular in China. This research
may also assist the Chinese Government in finding ways to improve the ovelill qua
and international recognition of its local professional accounting body ¢€ddirstitute

of Certified Public Accountants). As stated previously this research will also assist me
to complete my PhD.

How will my privacy be protected?

In terms of privay issues, firstly, the Privacy Act 1993 will be strictly complied with.
The data collected from the interview will be used only for the purpose for which it is
collected. You have the right to access information held by the researcher at any time.
Secondy, strategies will be implemented to protect your organisation and your identity,
including assigning a code to each interview transcript, and assigning pseudonyms to

your organisation and your name.
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In terms of confidentiality, please be assured thah&tmation collected and referred

to in the research report will be confidential. | will keep interview content strictly
confidential and will not mention it to any other participant. Hard copies of interview
data and Consent Forms will be stored sepbratonfidentially and securely, in locked
cupboards on AUT premises. After 6 years
office document destruction service.

What are the costs of participating in this research?

Participating in this research will 845 minutes to 1 howt your time.

What opportunity do | have to consider this invitation?

Your participation in the interview will be greatly appreciated. | will make a folipw

phone call to you within 2 weeks of your receiving the invitation emaih (

Information Sheet and Consent Form attached) to answer any query regarding your
research participation. You are also welcome to contact me at any time to seek further
information or clarify any concern. Please be assured that participation in g#scres

is absolutely voluntary and you have the right to withdraw at any time up to the
completion of the data collection without adverse consequences of any kind. To make a
withdrawal request, please contact me using the contact details provided atolfie end
the Information Sheet.

How do | agree to participate in this research?

Your participation in the interview will be greatly appreciated. | would be grateful if

you could inform me of your agreement by completing the Consent Form enclosed.
Keep one copwf the form and return the other copy to me via email. Another option is
that once you have agreed to an interview | can bring a copy of the Consent Form for
you to sign at the start of the interview.

Will I receive feedback on the results of this resealt?

A copy of the research outcome will be available to you upon request. If you wish to
receive a copy, please indicate this on the attached Consent Form. | will email/post one
copy to you when the report is finalised.

What do | do if | have concerns abotthis research?

Any concerns regarding the nature of this project should be notified in the first instance

to the Project Supervisdprofessor Keith Hoopekeith.hooper@aut.ac.ng49
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9219999 ext 5758

Concens regarding the conduct of the research should be notified to the Executive
Secretary, AUTECDr Rosemary Godbold, rosemary.godbold@aut.ac324,9999 ext
6902.

Whom do | contact for further information about this research?

Researcher Contact Details:

Hedy Jiaying Huandhedy.huang@aut.ac.jg49-921 9999 ext 5723

Project Supervisor Contact Details:

Professor Keith Hoopekeith.hooper@aut.ac.n849921 9999 ext %58

Approved by the Auckland University of Technology Ethics Committee or22 November 201JAUTEC Reference number

11/287
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Appendix 3: Informed Consent Form

Consent Form &ﬂﬂ'ﬁ

For interview participants UNIVERSITY

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

Project Title: An investigation into the western pofessional accounting

bodi es 0 exp a nsing thencase of CFRA Austmaka

Project Supervisors: Prof. Keith Hooper and Dr Rowena Sinclair

Researcher: Hedy Jiaying Huang

1 | have read and understood the information provided about this research projec
in the Information Sheet dated 1 December 2011.

L | have had an opportunity to ask questions and to have them answered.

1 | understand that notes will be taken during the interviews and that the
interviews will also be audiotaped and transcribed.

L | understand that | may withdraw myself or any information that | have provided
for this project at any time prior to completion of data collection, without being
disadvantaged in any way.

1 If I withdraw, | understand that all relevant information, includiages and

transcripts, or parts thereof, will be destroyed.

1 | agree to take part in this research.
1 | wish to receive a copy of the report from the research (please tick one):

Yes Not
Participant.ds..si.gnatwure:. .. .. ... éééeéeéeé
Partici pa.nt.bs..name..... - .. ......6¢6¢6¢ceceeececeé
Participantés contact details (i f appropil

rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrr

rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrr

eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee.
Date:

Approved by the Aucland University of Technology Ethics Committee aaNovember 2011

AUTEC Reference numbet1/287

Note: The participant should retain a copy of this form.
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Appendix 4: Semi -structured Interview Guide

Interview Number:

Interview Date:

Interview Place:

Profile of the Interviewee

Age: 20-30, 3640, 4650, 50+

Gender: Female/Male

Type of Interviewee: CICPA Key Personnel/CPAustraliakey Pasonnel/Informed

Observer

Educational Background:

Work Experience:

Current Position & Organisational Profile:
Location:

Member/provisional member of a profession?

Yes: CICPA, ACCA, CPAAUSTRALIA, HKICPA, CGA, ICAEW, NZICA, other/
No

Familiar with any of the following professionalaccounting qualifications?

Yes: CICPA, ACCA, CPAAUSTRALIA, HKICPA, CGA, ICAEW, NZICA, other/
No

Relationship with the professional accountingoody?

Work for aprofessional accountingody/member/provisional member/teaching its

programme/ other
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Interviewee Group 1:
Key personnel from relevant government agencies in China
Section One:

1. Whydid CICPA coordinate with internationptofessional accountingpdies?

2. In your opinion, what is the ultimate goal of CICRAcoordinaing with these
westernprofessional accountingpdies?

3. How did CICPA coordinate with internationalofessional accountirigodies?

4. Do you think the reciprocal agreement with internatigamafessional accounting
bodies will give CICPA global status?

5. How do you view the international influence of tBeg 4 accounting firms?

6. In recent years, the busineggportunitiesof theBig 4 in China have shrurklittle.
Do you think this will have negative impact on Chinese accountants?

7. From your point of view, Wwat are the factors that influertine Chinese
government to opeup its accounting service market?

8. Do you think the IFRS standards and practices of the wegstefessional
accountingoodieswould fit into China? Are there any obstaxte issus?

9. Whatrelevant programmeare being undertaken local CICPA offices?

10.Do you think it is possible in the future to adopt pinegramme content of the
Anglo-Saxonprofessional accountingodiesand conduct part dheexam in
English?Or shouldan internationkaversion ofthe CICPA exam in Englistbe
madée

11.Do you think Chinavould prefer to modify its practices and develop its own
professional training programnbe suit itseconomic and social environmenthat
is, make it unique and still written in Chinése

12.1f thelFRSareadopted, do you think Chinese accountants need todgoed level
of English to better understatiient?

13.What do you think about the recdiy 4 domesticating policies, in particular the
requirementgor partners to have CICPA qualifitans and Chinese nationality?

What are the reasons for these regulatidubat are the reactiors the Big 47?



14.Do you measure how many CICRP@embersare trained via the joint training
programmesvith CICPA and western bodies ahdw manyeventually recefe
westernprofessional accountingualifications?

15.Every year how many CICPAembercomplete westerprofessional accounting
qualifications without going through the governmsuopportedisponsored joint
training programmes?

16.Can you introduce the gradeanternship programme sponsored by CICPA? What
areits objectives? How many top graduates are trained overseas via internship
programmes sponsored by CICPA?

17.Do you think China needs more CICkR#emberdolding westermprofessional
accountingqualificatiors to cope with the demasdf economic development?
Does the Chinese government want more Chinese accountants to gain western
professionahccounting qualifications? What are the drivers for change?

18.1n the 30 Guiding Principles, it is specifically mengainthat CICPA will focus on
joint training programmewith westernprofessional accountingpdies to cultivate
more qualified western professioracounting members. Does this principle reflect
the future development direction of the Chinese accountwig$sion as part of the

national economic development plan?

Section Two:

19. From your point of view, why do these westerofessional accountingpdies enter
China?What are lheir purposes and incentives, and how do they operate?

20.How would you comment on thieoperations in China? Do you think some of them
are successful?

21.How will the practices afhese westerprofessional accountingpdies impact on
the development of the Chinese accounting profession?

22.Do you see thegarofessional accountingpdiesas bengthe sameas(similarto) or
differentfrom each othé Why?
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Section Three:

23.Based on what youbve heard/ observed, wh
graduates want/not want &chievewesternprofessional accountingualifications?

24.Have you obserd any issuor difficulties that they have in seeking a western
professional accountingualificatiors?

25. An increasing number afestern professionalccounting bodieareenteing China,
which makes the decision as to the choice of designations maceiltlifind
complicated. Do you think this phenomenon is good for the development of the
Chinese accounting profession?

26.How can recengraduates and junior accountaa®ose betweeso many different
western professional accounting qualifications? Couldpjease provide some
advice?

27.1s there any other thing that you would like to share with me?
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Interviewee Group 2: Key personnel fromwestern professional accounting bodies
(CPA Australia)

1. What do you thinkverethe motiwes forinitiating the strategy oflevelopingthe
Chinese market?

2. What was the expectation when the strategic nimeeChina was made?

3. Have you made a lot of progredd@sthe expansion in Chinaeenas successful as
wasplanned?

4. What do you think are the obstacles/challenges that CPA&&lia faces in China?

5. What do you think are the opportunities/strengths that CPA Australia has in China?

6. What regulations do you have to compligh in China? What are the differences
from the practices in Australia?

7. From your point of view, who are yo major competitors in China? Why?

8. Of thevarious sectors (education, public practice, SMibrporats, government,
not for profit), from whichdo you recruit the most members in CHM&hy?

9. Do you focus on developing the tertiary market (by accreditimgersities to
conductCPA Australiaprogramme training courses) o youfocus on recruiting
mature CICPAmemberfaccountants frortheworkplace? Or do you focus on both?

10.How do you implement various strategies to develop the tertiary and/or workplace
market?

11.Do you have a number of CPXustraliaprovisional or full members in China who
have overseas educataackgroundin the Asia-Pacific region (e.g. Australia
and New Zealand?

12.1s there any other thing that you would like to share with me?
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Interviewee Groups 3, 4 and 5:iformed observers

Section One:

1. Whydid CICPA coordinate with internationptofessional accountingpdies?

2. Are you aware of some of the joint programmes between CICPA and western
professional accountingodies?

3. CICPA is not vell recognised internationally, and is seen as a profession dominated
by the governmenDo you agree?

4. Do you think the reciprocal agreement with internatigamafessional accounting
bodies will give CICPA global status?

5. How do you view the internatiohefluence of theBig 4 accounting firms?

6. In recent years, the busineggportunitiesof theBig 4 in China have shrurklittle.
Do you think this will have negative impact on Chinese accountants?

7. From your point of view, whawerethe factors thanfluencel theChinese
government to opeup its accounting service market?

8. Do you think the IFRS standards and practices of the western profession would fit
into China? Are there any obstaxte issus?

9. If thelFRSareadopted, do you think Chinese auntants need to have good level
of English to better understand the

10.What do you think about the recdBity 4 domesticating policies, in particular the
requirementgor partners to have CICPA gualifications and Chinese nationality?
What are the reasonsrfthese regulations®hat are the reactiorts the Big 4?

11.Do you think China needs more CICkP#emberdolding westermprofessional
accountingqualifications to cope with the demaswf economic development?

12.1s an accounting profession important in ChasaCICPA has no standaseétting

role?

Section Two:

13. Can you briefly talk about the westgyrofessional accountinigodies that you are
familiar with?
14.From your point of view, why do these westprofessional accountingpdies enter

China?What are lheir purposes and incentives, and how do they operate?
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15.How would you comment on their operations in China? Do you think some of them
are successful?

16.How will the practices athese westerprofessional accountingpdies impact on
the development of the Chinesecounting profession?

17.Do you see thegerofessional accountingpdiesas beinghe sames(similarto) or
differentfrom each othér Why?

Section Three:

18.Why did you choose this westeprofessional accountingualification?/Why are
you currently doingttis westerrprofessional accountingualification?/ Why do 6 t
you join a westerprofessional accountingody?

19. Whatwerethe main factors that influendgou to make the above decision?

20.What do you see as the main benefits of joining a weptefiessionabccounting
body in China? What are the costs/obstacles?

21.Do you have colleagues/friendso also have westenprofessional accounting
qualifications? Do you knowvhich factorsdrovethem to join?

22.What are your views about other westprafessional accouimg qualifications?

23. (For employers) What qualities do you demand from employees, especially
graduates?

24. (For employers) Will the recruitment criteria differ in different cities in China?

25. (For employers) Would you have a preference between an employdelgho
CICPAmembershi@nd another employee who has a wespeofiessional
accountingqualification? Why?

26. (For university lecturers/professors) What do you know allo@CPA Australiaor
the ACCA or CICPA major undergraduate programmes in Chinese uitigs?s

27.(Foruniversity lecturers/professors) What do you think are the m®tistudents

in enroling in the CPA Australig ACCA or CICPA specialisatioprogramme?

314



28. (For university lecturers/professors) Would you recommend your studeqtsre
CICPA a westermprofessional accountingualifications? Why?
29. An increasing number afestern professionalccountingbodiesareenteing China,

which makes the decision as to the choice of designations more difficult and

complicated. Do you think this phenomensmood for the development of the
Chinese accounting profession?

30.1s there any other thing that you would like to share with me?
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Appendix 5: Analytical Framework

Matrix 1 i Analytical Framework for Research Question 1

Isomorphism
Organisational Legitimising

Strategies

Coercive Mimetic Normative

Enforced by others Copied from others Institutional entrepreneurship

Symbolic/Decoupling
Windowdressing, focus on
appearance and shaping institution

context

The Chinese government was = The Chinese government copie Some institutional entrepreneurs in the
coerced int@accepting some practices of the western = Chinese government saw the potential
international institutions (the | professional accountingpdies | benefits of kowledge sharing and
WTO, the IASB, MNEs, and the to improve the appearance of tl contributions from having western
Big 4). However, its actions Chinese accounting profession professional accounting bodies in Chin;

were ceremonial because it did internationally without making | Their actions were ceremonial because

not want to accept these any fundamental improvements they were aimed at improving
institutions. in the Chinese accounting international recognition of the Chinese
system. accounting profession without making

substantial canges.
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Combination of Symbolic The Chinese government was | The Chinese government copie Institutional entrepreneurs in the Chine

and Substantive coerced by international others. government saw the potential benefits
institutions. It adopted a mixture of both having western professional accounting
It adopted a mixture of both symbolicand substantive bodies in China.
symbolic and substantive strategies. The Chinese government adopted a
strategies. mixture of both symbolic and substanti\
strategies.
Substantive The Chinese government open Because of the relevance and = These institutional entrepreneurs saw t
Reflect actual change and its accounting service industry 1 importance of these western | potential benefits of having western
implementation westernprofessional accounting professional accountingodies, | professional accountingodies in China.
bodies. It was coerced by the Chinese government copie( Their actions were substantive and aim

international institutions to act ' their practices into the Chinese at improving the competence level of
and showed a strong willingnes professional accounting body t¢ Chinese accountants and advancing the
to make substdive changes in = make substantivenprovements Chinese accounting system.

its accounting system and in its accounting system and

profession. profession.



Matrix 2 i Analytical Framework for Research Question 2

Isomorphism

Organisational

Legitimising Strategies

Coercive

Enforced by others

Mimetic

Copied from others

Normative

Institutional entrepreneurship

Symbolic/Decoupling
Windowdressing, focus on
appearance and shaping

institutional context

CPA Australiados
was a response to external
pressures such as the policy
changes made by the Australian
government. However, their

expansion into China was a

symbolic strategy because being i

ngl obal profess

bodyo | ooked mo

potential members.

CPA Australia copied the global
strategies of other professional
accounting bodies (e.g. ACCA).
However, its adbns were largely
window-dressing and aimed at

creating the

professional
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There were some institutional
entrepreneurs |
senior management team who
initiated this expansion strategy,

even though itvas window

a p p dressing.



Combination of Symbolic

and Substantive

Substantive
Reflect actual change and

implementation

CPA Australiads
was enforced by external pressurg
CPA Australia adopted a mixture ¢

symbolic and substantive strategit

In a response to external pressure
caused by the change in the local
market and government policies,
CPA Australia realised the need fc
change in its core business
practices and wanted to expand it
operations into overseas markets

a subsintive way.

CPAAustraliacopied others.
CPA Australia adopted mixture of

symbolic and substantive strategies

CPA Australia copied the global
strategies of others. Its aim was to
change its core business practices.
The implementation of this
expansion strategy into overseas
markets was largely substantive in

nature.
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initiated by some institutional
entrepreneurs in CPA Australia.
CPA Australia adopted a mixture ¢
symbolic and substantive strategit
The institutional entrepreneurs

ini ti ated CPA Aus
strategy. They aimed to change
CPA Australiads
business practices in a fundamen

and substantive way.



Matrix 3 i Analytical Framework for Research Question 3

Towards Membership of a
Western Profesional

Accounting body

Symbolic Inaction

Legitimacy Elements

Pragmatic Moral Cognitive

Selfinterest Should do Recognise value

Individuals were motivated by Individuals thought they should do | Individuals recognised the value ¢
narrow seHinterest and this or were persuaded that it was ¢ belonging to a western profession

believed that by joining a good and right thing to do for the | accounting body; however, they d

western professional longer term. not want to make efforts to gain a
accounting bog that they However, they did not want to mak¢ professioml accounting
would gain a direct benefit. | efforts to gain grofessional qualification.

However, individuals were notl accountingqualification.
willing to make efforts to gain
aprofessional accounting

gualification.
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Substantive

Individuals were motivated by Individuals were influenced by their Individuals recognised the value ¢
narrow selinterest and were | relatives or oldeand respected belonging to a western profession
willing to make substantive | acquaintances, and were willing to | accounting body and this

efforts to acquire a western | make substantive efforts to gain a = recognition persuaded theim
professional accounting westernprofessional accounting make efforts to become a membe
qualification. qualification. of a westermprofessional

accountingoody.
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Appendix 6: List of Documents

No. Document Name Reference
1 TY. Yw Nati onal Peopl ebds Congress. (1993)
for Certified Public Accountants. Adopted at the 4th Meeting of the Standing
The Law of the Peopl|Commitee dbthe Eighth National People's Congress and promulgated by Or
Certified Public Accountants No. 13 of the President of the People's Republic of China on October 31, 19
http://www.npc.gov.cn/englishnpc/Law/20Q2/12/content_1383805.htm
2 T o3v¥ %ot National People's Congress. (1993hairman Order (1993) Number 17: Chine
Chinese Accounting Standards fémterprises | Accounting Standards for Enterprises Beijing: The Standing Committee of th
National People's CongresRetrieved from
http://fgk.mof.gov.cn/do_moflaw/do_file_summary.nsf/vwFile/64908E26 A5A
6FC48256E070020798C?0OpenDocument
3 M Yy p 1995 Standing Committee of Shenzhen Mun

1995 Administrative Regulations of Shenzhe

Special Eonomic Zone on Certified Public

Administrative Regulations of Shenzhen Special Economic Zone on Certifie

Public AccountantsShenzhen: Adopted at the 28th Meeting of the $iession of
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http://fgk.mof.gov.cn/do_moflaw/do_file_summary.nsf/vwFile/64908E26A5A476FC48256E070020798C?OpenDocument

Accountants the Standing Committee of Shenzhen
24, 1995. Retrieved fromttp://fzj.sz.gov.cn/laws/2LAWS8al.asp
M Yw p 2003 Standing Committee of Shenzhen Mun

2003 Regulations of Shenzhepesial
Economic Zone on Certified Public

Accountants

Regulations of Shenzhen Special Economic Zone on Certified Public Accau
Shenzhen: Originally adopted at the 28th Meeting ofiteesession of the
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