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Abstract 

Purpose - This research investigates the criteria that SME managers and CA firms use for decision 

making in the SME taxation and audit market. As a part of this study, the characteristics of service 

quality are considered. SME managers, on the one hand, are involved in decision making about CA firm 

selection, change and ratification, while CA firms, on the other hand, are engaged in accepting, 

resigning or continuing with the SME client. SMEs are an important part of the New Zealand economy 

and a worthy market for CA firms. They are in need of various services, such as external audit and 

taxation. For vigorous strategic planning, SME managers and their CA firms need to identify and use 

common practices for CA firm selection, change and ratification, on the one hand, and client 

acceptance, retention and resignation, on the other hand.  Therefore, the perceptions of these two 

groups are considered relevant in developing and implementing common practices in this area. 

Previous research in these areas has usually investigated only the technical side and, as far as the 

literature is concerned, research in this area is yet to be conducted.  

Design/methodology/approach - For the purpose of this research a mixed method approach was 

used. The research has six stages that uses a qualitative approach at the beginning, then the initial lists 

of criteria used for decision making in the SME taxation and audit market, and the characteristics of 

service quality are identified, developed and tested using a quantitative approach with the two 

populations (SME managers and CA firms) of the study. Finally, these results are used in order to 

recommend a common practice for SMEs and CA firm engagement decisions. 

Findings – The results identified seventy-seven criteria used by SME managers and CA firms in their 

decision-making before, during and after practice as well as what they considered as the 

characteristics of service quality. These seventy-seven criteria were categorised for taxation and audit 

services separately and the recommendations given accordingly. 

Contributions (significance) of study - This research contributes to the body of knowledge by 

identifying and exploring the relationships between SME managers and CA firms. In addition, the 

results of this study help CA firms and SME managers in their future strategic planning in the SMEs 

taxation and audit market. 

Keywords - SME, CA firm selection, CA firm changes, CA firm ratification, client acceptance, client 

retention, CA firm resignation, service quality 
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Chapter 1 - Introduction 

New Zealand is a nation of small and medium enterprises (SMEs), which comprise more than 

40 per cent of the economy’s total output, 97 per cent of the companies and are generally 

managed and operated by their owners (Ministry of Business, Innovation & Employment, 

2013). SMEs are defined on the basis of variables, such as the number of employees, total 

assets and turnover. According to Lawrence, Collins, Pavlovich, and Arunachalam (2006), 

companies with up to 99 employees (which are about 99.6% of enterprises) are considered 

SMEs in New Zealand. 

Currently, competition in the taxation and audit market is growing in New Zealand and, 

consequently, Chartered Accountant (CA) firms need to promote and differentiate their 

services to SMEs (Behn, Carcello, Hermanson, & Hermanson, 1997). SMEs are potentially a 

valuable market for CA firms (especially small CA firms) because SMEs are growing 

significantly, and both public and private companies are trying to enhance their relationships 

with such organisations (Lewis, Massey, Ashby, Coetzer, & Harris, 2007). Also, as discussed by 

Peursem and Jiang (2008), SMEs need to outsource some expertise because they do not have 

access to professional employees. As explained in Chapter Two, according to ecosystem 

theory, the SME market comprises two parties, SMEs and CA firms. SME managers would 

make decisions about CA firm selection, change and ratification, while CA firms accept SMEs 

and, subsequently, resign or continue the contract. Consequently, SMEs are a worthy market 

that needs advice, assurance and tax services, and there is not much information available 

about this market and the relationship between CA firm partners and managers.  

CA firm selection and client acceptance are important issues that should be considered, 

because SMEs are trying to receive the services they need from qualified CA firms and this is 

an opportunity for CA firms to attract more clients who are looking for independent, qualified 

CA firms, while controlling their risks. Unlike other commodities, CA firms’ characteristics and 

service quality cannot be understood until they have been experienced. In comparison to 

large companies, SMEs’ internal controls may be inadequate for audit purposes and are also 

vulnerable to economic fluctuations (Hopwood, McKeown, & Mutchler, 1994). CA firms 

should consider the many different characteristics of a particular SME before signing a 

contract, to ensure that they will not face an uncertain future. Although CA firms are 
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motivated to gain new clients, they should take into account the clients that pose a high 

business risk (Ayers & Kaplan, 1998). On the other hand, there is insufficient understanding of 

how SMEs select their CA firms, and what are the various issues that CA firms consider before 

accepting a new SME client. 

Moreover, CA firms change and ratification by SMEs, and resigning or keeping SME clients by 

CA firms, should be taken into account. CA firm change (resignation) has many consequences 

for both the firm and the SME. On the manager’s side, how managers or SMEs perceive 

service quality is important because, if they do not believe that their CA firm provides good 

service quality, they might consider shifting to a competitor. On the CA firm’s side, there are 

several reasons why a CA firm resignation happens or CA firms accept an audit or taxation 

contract for the next year. If clients do not have adequate internal controls or if they are not 

able to pay the audit and non-audit fees, CA firms might not accept the job anymore. Also, if 

CA firms want to keep their clients, they need to offer a good quality of service. It is not clear 

why managers of SMEs change or keep their CA firms, why CA firm resignations or retentions 

happen and how managers and CA firms perceive service quality.  

This research uses a mixed method of research to investigate the relationship of the SME 

managers and CA firms to fill the gap in the existing body of knowledge, and the results will 

help both the CA firms and SME managers in their future strategic planning. First, a qualitative 

method will be implemented to prepare the initial lists of criteria used for decision making 

and the characteristics of service quality, followed by adopting quantitative tests on the study 

population that will lead to recommended common practices. These lists will help SME 

managers and CA firms in their decision-making processes in the taxation and audit market to 

make sure that they get what they need. 

1.1 Statement of the problem and research questions 

An extensive literature review is conducted in four different areas to identify the direction of 

this research. These four areas are: 1) CA firm selection (before practice); 2) CA firm change 

and ratification (practice and after practice), 3) client acceptance (before practice); and 4) 

resignation of the CA firm or client retention (practice and after practice). These four areas 

are explained as follows: 
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1.1.1 CA firm selection 

CA firm selection for either audit or taxation services is a process that includes making 

decisions about both technical and non-technical aspects. The regulations about who can be 

recognised as a qualified auditor or who can provide taxation services to the public are 

considered to be the technical side of the selection process. SME managers can select among 

many CA firms that are all technically qualified to provide audit or taxation services. However, 

how they make these decisions before starting this new relationship depend on non-technical 

criteria, which is what this research investigates. SMEs have almost similar size but different 

structure and access to professional staff. That will definitely affect the criteria that will 

consider in making their decision. 

1.1.2 CA firm change and ratification 

As in the previous section, CA firm change and ratification has two sides; technical and service 

quality. All CA firms that are known as qualified auditors or IR tax agents should have [almost] 

the same technical quality so when SMEs decide to change their CA firm, it would be as a 

result of non-technical criteria. After first being selected by SME managers and receiving the 

services they are looking for, managers will have a better understanding of the CA firm and 

they can evaluate the quality of services they received. Their decision not to keep the CA firm 

might be the result of a disagreement, a new conflict of interest or, even, the price. This 

research explains the criteria SME managers use when deciding about keeping their CA firm 

or changing them for the next year. 

1.1.3 Client acceptance 

This is not all about the SME managers. This market’s ecosystem also has another side, the CA 

firms. When a potential client approaches them about a new taxation or audit service, CA 

firms need to consider the risk and other criteria about this new client before deciding 

whether they want to accept them or not. As mentioned earlier, there are some technical and 

non-technical criteria CA firms should consider. Technical issues are usually explained in the 

audit standards, the regulations and Code of Ethics but after the client has passed that 

barrier, it is up to the CA firm whether to accept the client or not. There are some 

requirements in the Code of Ethics but after CA firm partner ensured that they are complying, 
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then it is time to consider other criteria for making the final decision. The criteria that are 

considered by the CA firms are explored in this research. 

1.1.4 Resignation of the CA firms or client retention 

After the initial engagement and provision of services to the new clients, CA firms will have a 

better understanding of the organisation, their management, and their values, so they are 

better informed when they have to make the decision to keep the client or resign from future 

contracts. Similar to SME managers, CA firms might not continue providing services because 

of a disagreement, the client not being responsive or not getting paid on time. Regulations 

and audit standards are clear about what are the technical issues that CA firms should 

consider when deciding about the continuity of their services but other issues that need to be 

considered by CA firms are also addressed in this research. 

Figure 1-1 presents the relationship between SME managers and CA firms for before practice 

and after practice with one stage in between which, for convenience and uniformity will, 

hereafter, be considered as practice. This study will also investigate the quality of services 

provided (practice) by CA firms to SMEs. The problem this study investigates is the criteria 

used by SME managers and CA firms for decision making in the SME taxation and audit 

market in each before practice, practice, and after practice involvement to SMEs and CA firms 

to develop the best common practices of engagement.  
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accountants or agents are reliable source of receiving taxation services. However, it 

has not been explored how SMEs select their CA firms for the first time without 

having the in-house staff with high expertise. This research question investigates the 

birth of the ecosystem from the SMEs side and what criteria are considered for 

making the decision. 

1.2. How do SME managers perceive service quality for taxation and audit services? 

(Practice) 

Second part of this ecosystem is about what is happening during the interaction. 

SMEs have made their decisions, and CA firms are providing the services considering 

what they think is best for their client. Exploring the past literature in Sections 2.4.1 

and 2.4.2 make it clear that although there has been some research on identifying the 

characteristics of service quality, it has been conducted on the bigger organisations 

with different needs to SMEs.  

1.3. What criteria do SME managers consider relevant when keeping or changing their CA 

firms for taxation and audit services? (After practice) 

Final stage of every business ecosystem is either death or renewal. SME manager 

have the choice of keeping their current CA firm or changing them for the future. 

Sections 2.4.1 and 2.4.2 in the next chapter explain what the current knowledge is 

around the reason for keeping or changing the CA firms but similar to other sections, 

it is based on bigger organisations. Listed companies are the most important group 

that get effected by changing their CA firm and their reasons have been broadly 

investigated. It is different for SMEs as they do not have public shareholders and their 

different expectations cause them to make their decisions in a different way. As a 

result, what they consider for making their decision is forming this research question. 

CA firms’ perception of client acceptance, resignation and retention: 

2. How do CA firms perceive the process of client acceptance, resignation and retention in the 

SME taxation and audit market?  

2.1. What criteria do CA firms consider relevant in accepting SME clients for taxation and 

audit services? (Before practice) 

As research question 1.1 investigates SMEs side of the ecosystem, this research 

question investigates what criteria CA firms consider when accepting a new SME 
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client. CA firms need to comply with the International Standards of Auditing and the 

Code of Ethics when accepting a new client but that is not all they consider. Sections 

2.3.3 and 2.3.4 in the next chapter will explain what the gaps are in the previous 

research and research needs to be conducted to develop the understanding of the 

criteria considered by CA firms when selecting SMEs for the first time consider their 

size, less known managers and directors and their limited ability to control the risk 

compared to the bigger organisations. 

2.2. How do CA firms perceive service quality relevant to SME clients for taxation and 

audit services? (Practice)  

CA firms are always looking for keeping their current client pleased with the services 

they provide. As a result, it is reasonable to assume that they provide their services 

with the characteristics that partners at CA firms believe are significant for their 

clients. Similar to the characteristics of service quality in the perception of SMEs 

(research question 1.2), some past research has identified some characteristics, but 

basing the focus of their research on the bigger organisations (see Sections 2.4.3 and 

2.4.4). This research question finds the characteristics specific to SMEs in New 

Zealand context. 

2.3. What criteria do CA firms consider relevant in resigning or keeping their SME clients 

for taxation and audit services? (After practice) 

Parallel to SME managers, CA firms are in the position to end the business ecosystem 

after providing the services for a while. It is safe to say resigning from a contract 

would not be CA firms’ preferred choice, consequently, how would the partners 

make the decision about the future of the relationship is the question that needs to 

be answered. Previous literature described in Chapter Two is giving some reasons 

why CA firms would resign from a contract with a big organisation, nonetheless it is 

not relevant for SMEs considering their size, how they are managed, the fact that 

they do not in house expertise and their different risk assessment. This final research 

question lists the criteria used by CA firms for decision making at the end of the CA 

firms and SMEs business ecosystem.  
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questions. By identifying the research gap, this stage will provide a foundation for the 

development of the research questions. 

Stage 2) Preliminary study: Two series of interviews (SME managers and CA firms) are used as 

a preliminary study, and the main directions of the research questions resulting from the first 

step are considered as topics for discussion. At first, the researcher attempted to conduct a 

focus group but this was declined by the interviewees because of confidentiality issues. 

Therefore, for conducting the preliminary study, CA firm selection, change and ratification are 

used as the topics for the SME managers’ interviews. Similarly, client acceptance, resignation 

of the CA firm, and client retention are used as the topics of the CA firms’ interviews. 

Discussions in both groups are transcribed and analysed separately to prepare two lists of 

interview questions for SME managers and CA firms for the next stage. 

Stage 3) Qualitative approach: The interview questions prepared in Stage Two are used in the 

semi-structured interviews with SME managers and CA firms. In the semi-structured 

interviews, the researcher (interviewer) had two lists of questions as a guide, but the 

interviewees (SME managers and CA firms) are able to answer freely. All questions are asked 

and a similar wording is used from interviewee to interviewee (Bryman & Bell, 2011).  

There are many qualitative research paradigms, such as naturalism, ethnomethodology, 

grounded theory, case studies and the extended case method, institutional ethnography, and 

participatory action (Babbie, 2007). Since the research question determines the qualitative 

research paradigm that is used, this research study aims to study the primary research 

question: “How SME managers and CA firms of such companies perceive various criteria in 

their relationship as CA firm and client?” In case studies research, the research problem is 

usually a ‘how’ and ‘why’ problem, resulting in a descriptive or explanatory study (Cooper & 

Schindler, 2008).  

Since the data is analysed by computer software (NVivo), interviews with SME managers and 

CA firms are transcribed and then coded into different sets for analysis. In qualitative research 

like this, the codes are words or phrases which represent themes. After reading through the 

text several times and applying a word processing routine, the researcher would understand 

the important themes and a code will be assigned to them (Zikmund, Babin, Carr, & Griffin, 

2013). Two sets of themes (for SME managers and CA firms) will be clustered into broad 
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categories based on the researcher’s reflections to prepare the final results. Since interviews 

are used for collecting evidence, there are a substantial number of lengthy transcriptions to 

analyse. Therefore, NVivo software assists in organising, storing and coding the data.  

Stage 4) Initial lists: The results of the qualitative analysis are two lists of criteria used by SME 

managers and CA firms to describe: 1) how SME managers select, change and keep 

(ratification) their CA firms; separately for taxation and audit services, and 2) how CA firms 

accept, resign or keep (retention) their SME clients for taxation and audit services. Four lists 

of characteristics of service quality for taxation and audit services in the perception of CA 

firms and SME managers are also provided as a part of the research. 

Stage 5) Quantitative approach: Four sets of questionnaires containing the criteria and the 

characteristics prepared in Stage Four are sent to the populations of the study (both CA firms 

and SMEs). Using a five point Likert scale, the survey participants are asked to evaluate each 

criterion. Descriptive data analysis is used to present and analyse the data. Since the 

questionnaire data are analysed by computer software, information on the questionnaire is 

coded by numbers. In a Likert scale, means are an appropriate form of analysis and the value 

of them can be interpreted as scores of importance. Qualtrics software is used for gathering 

the questionnaires online from participants and SPSS 22 is used for quantitative data analysis.  

Stage 6) Final recommended common practices: The result of the quantitative analysis are 

four lists of final criteria used by CA firms and SME managers as the recommended common 

practices to describe: 1) how SME managers select, change and keep (ratification) their CA 

firms; and 2) how CA firms accept, resign or keep (retention) their SME clients; for taxation 

and audit services separately. 

1.2.1 Populations of the study 

This research considers several sources of SMEs and CA firms. The study population for SMEs 

are the organisations with fewer than 100 employees (Lawrence et al., 2006) and more than 

nine shareholders (Companies Act 1993) that are not listed on the included in the New 

Zealand stock exchange companies. Two more SME populations are added to the quantitative 

survey (Stage Five) to increase the number of responses as the number of available addresses 

in the main population is very low. These two populations are Registered Charities (large and 
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medium sized charities, as defined in Charities Act 2005, that must be audited in accordance 

with Financial Markets Conduct Act 2013) and have fewer than 100 employees; and another 

list of active companies that are not a subsidiary of an overseas company and have fewer than 

100 employees (Kompass New Zealand Database).  

The population of study for CA firms is chartered accountant firms that are members of the 

New Zealand Institute of Chartered Accountants (NZICA). The list of these CA firms was 

received from the NZICA website. 

1.2.2 Sample selection (Stages Two and Three) 

For the purpose of Stages Two and Three, based on the approach used by Ramsey and 

McCole (2005), samples are selected for sending invitations using proportionate stratified 

random sampling from New Zealand regional council areas, where the majority of SMEs are 

situated. Of the seventeen regional council areas, five have the highest number of SMEs, and 

include Auckland, Canterbury, Waikato, Otago and Wellington. Using proportionate stratified 

random sampling, the population is divided into non-overlapping sub-populations and then 

random samples were selected from these sub-populations. The percentage of samples taken 

from each subpopulation will be in proportion to the percentage that each sub-population 

has within the total populations (Black et al., 2010). Since SMEs and CA firms are throughout  

the country, the preliminary study participants (which will be five from SMEs and five from CA 

firms) are selected from different places; and to solve distance issues between participants 

and the researcher, Scopia® video conference is used. For the semi-structered interviews, 10 

interviews with SME managers and 10 interviews with CA firms is conducted and the results 

used for creating the initial list of criteria for Stage Four. 

1.3 Contributions (significance) of the study 

This research uses a mixed method approach to investigate the criteria used for decision 

making in taxation and audit markets for SMEs and their characteristics of service quality. 

Based on the six main research questions, this research will contribute to the existing 

literature by identifying:  

1) The criteria that SME managers consider when selecting their CA firms,  
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2) The criteria that SME managers consider when keeping and changing their CA firms,  

3) How SME managers perceive service quality (characteristics of service quality in SME 

managers’ perception for the taxation and audit services separately),  

4) The criteria that CA firms consider when accepting SME clients,  

5) The criteria that CA firms consider when keeping the SME client or resigning, and  

6) How CA firms perceive taxation and audit service quality related to SME clients 

(characteristics of service quality from the CA firms’ perception). 

The results of this research will help CA firms: 1) use common practices for attracting and 

keeping more SME clients; and 2) improve service quality. The results will also help SME 

managers: 1) gain CA firms’ trust to obtain the services that they need with a lower risk and at 

a better price; and 2) have access to financial markets. 

1.4 Limitations 

There are some limitations in this study:  

1) The mixed method research used in this study starts with a qualitative approach, i.e. 

interviews. Interviews might reflect the personal opinion of the interviewees rather than the 

facts.  

2) As participation in this research is voluntary, it reduced the number of interviewees and 

responses to the questionnaires sent. 

3) Because of confidentiality issues, the researcher was unable to conduct a focus group and it 

was replaced with another approach, described as a preliminary study, 

4) Finally, not conducting this research on the advisory services provided by CA firms. 
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accounts and this can cause conflicts leading to agency costs. Consequently, as suggested by 

agency theory, audit services can reduce the agency costs and conflicts.  

The question is, “What makes the SMEs exempt from agency theory?” As explained in 

Chapter One, despite being larger organisations or listed companies, SMEs are usually 

managed by their owners who are heavily involved in the day-to-day running of the business. 

This will cause agency theory to be less relevant to the SMEs. Some taxation services are not 

different from audit services as there are three parties in taxation services (IRD, managers and 

CA firms), there is subject matter and criteria so the agency costs may be similar. 

Expectancy disconfirmation theory and script theory are used for measuring post purchase 

satisfaction, which can explain service quality (Hubbert, Sehorn, & Brown, 1995; Ismail, 

Haron, Ibrahim, & Isa, 2006). However, how both sides of the market make decisions before 

experiencing the new relationship cannot be described using expectancy disconfirmation 

theory. Similarly, Sarapaivanich and Patterson (2014) use signalling theory to conclude that 

clients’ perceptions of interpersonal communications, rather than technical quality impacts, 

on what clients believe  service quality or, as described in their research, ‘value-for-fee’.  

Moore (1993) explains that to become successful, businesses need to be innovative and 

attract varioius resources, including suppliers and customers. This interaction does not 

happen in a vacuum but as a part of a business ecosystem. As a result, Moore introduced a 

business ecosystem similar to its biological counterparts; this is known as ecosystem theory. 

Later, Chen, Dahlgaard-park, and Yu (2014) discuss the application of ecosystem theory in 

service and service quality management. Using the life-cycle concept of ecosystems 

developed by Moore, they developed the growth process of service ecosystems into several 

stages: birth, expansion or stable stage and self renewal or death. Despite the other theories 

mentioned above, ecosystem theory covers not only the post purchase experience, but also 

how this new relationship began, grew, and renewed/death. 

The interactions of CA firms as a service provider with their clients are not exempt from 

ecosystem theory. Both sides of this market are dependent on each other for survival and 

must focus on possible interactions with the external environment. As explained in this 

theory, the interaction of CA firms and SME managers starts with the birth: selecting a CA firm 

by SME managers and accepting the SME client by the CA firm. CA firms (like any other service 
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company) try to build an interdependent system to provide valuable service for clients and 

attract more to join the nascent ecosystem (Chen et al., 2014). Furthermore, for SMEs to be 

successful, they need to receive some services from CA firms. This part is known as before 

practice in this research. 

The next stage in ecosystem theory is expansion, in which service providers try to meet the 

demands with an adequate supply. CA firms provide their services with the best service 

quality based on their own perceptions and SMEs receive the services and evaluate the 

quality accordingly. After a period of time, it will be time for renewal or death (the final stage 

in the ecosystem). CA firms make decisions about whether to resign from the contract (death) 

or continue it into the future (renewal) and SMEs make decisions about retention (renewal) or 

finishing the relationship (death). This part is known as during and after practice in this 

research. Not considering this ecosystem properly will cause the loss of competitive 

advantages and stop the growth. Each of these stages is explained in the following sections. 

2.3 Before practice 

The process of making a decision about selecting a CA firm or accepting a new client, for 

either external auditing or taxation services, is considered to as before practice in this 

research. This part of the literature review is discussed more in the following four sections: 

2.3.1 Selecting CA firm for external auditing (as auditor) 

Auditor selection is the process of selecting an auditor from the available CA firms and it has 

two aspects - technical quality and service quality (Duff, 2004). For the technical side, 

governments usually set rules and regulations to make it clear: 1) which companies must have 

external auditors; 2) who should select the CA firm as auditor in the company; and 3) who is a 

qualified auditor. These rules aim to improve the independence and technical quality. In New 

Zealand, there are several categories of organisations involved under legislation, such as the 

Financial Reporting Act 2013 or the Companies Act 1993, that need to be audited by a 

qualified auditor. In New Zealand stock exchange listed companies, it is the audit committee’s 

responsibility to select an external auditor, and to communicate and control the audit process 

(Securities Commission of New Zealand, 2004), whereas, in other companies, it is the 

owners’/managers’ responsibility. There is some research on the technical side of auditor 
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selection most of which tries to find the relationships between the companies’ characteristics 

and the CA firms’ characteristics. For example, Abbott and Parker (2000) identify that audit 

committees  do  not include employees and meet at least twice per year are more likely to 

select an industry specialist auditor. In the same manner, Fatemi (2012) reports that 

lowballing is a threat to auditor independence. These researchers usually do not perceive 

auditor selection as selecting a service provider, but as a process that has an effect on the 

technical quality of the audit. 

The service quality aspect of auditor selection is necessary to consider because companies 

select their CA firms from qualified auditors and trust them to be firms with high technical 

qualities. Consequently, what these companies investigate before their selection are other 

characteristics (not technical issues) that they perceive as aspects of a good CA firm.  There is 

little research in this area and the populations of the studies are large companies. Baldacchino 

and Cardona (2011) describe many factors that influence auditor selection, including: audit 

fee, auditor’s expertise, quality of service, CA firm size, location of the auditor, relationship 

between the client and auditor, and non-audit services. Cravens, Flagg, and Glover (1994), 

using a sample of listed companies, explain that two factors, reputation and structure, play a 

joint role in auditor selection. Davis's (1994) research on CEOs illustrates that the personal 

relationship between a CA firm and the company executives, fee structure, industry expertise, 

range of services the CA firm provided, oral presentations and the proposal of the CA firm, are 

important issues for managers when selecting an auditor.  

One issue to be considered is who is selecting CA firm for auditing? In large and listed 

companies, the board of directors and audit committee members usually have the experience 

of working with multiple CA firms and they can bring this experience to the decision about the 

choice of CA firm (Houghton & Jubb, 2008). Audit committee members are people with a 

speciality in accounting, auditing or finance, and they mostly have experience of working with 

many different CA firms. Hence, their previous experience can help them in the decision 

making process. However, SMEs usually do not have specialist staff at management level and 

do not have access to managerial expertise (Ministry of Business, Innovation & Employment, 

2013). Furthermore, SMEs do not have any regulations about how to select a CA firm and who 

should do that. As a result, there is insufficient understanding about CA firm selection as 

external auditors in SMEs.  
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2.3.2 Selecting a CA firm for taxation services 

Selecting a CA firm to provide taxation services is selecting one firm among many different CA 

firms that provide taxation services. The tax service market is highly competitive because, 

despite external auditing, almost all international and regional CA firms have significant tax 

practices (Cripe & McAllister, 2009). The main discussions in previous research studies about 

selecting a CA firm for taxation services are about auditor provided tax services or ATS (see 

Krishnan, Visvanathan, & Yu [2013] for a review). Many scholars focus on the effects of tax 

services as a non-audit service on external audit independence (e.g. Cook & Omer, 2013; 

Kinney, Palmrose, & Scholz, 2004; Robinson, 2008), financial reporting quality (e.g. Cripe & 

McAllister, 2009; G. V. Krishnan et al., 2013; G. V. Krishnan & Visvanathan, 2011; 

Seetharaman, Sun, & Wang, 2011), and disclosure of taxation fees paid to the external auditor 

(e.g. Bedard, Falsetta, Krishnamoorthy, & Omer, 2010; Omer et al., 2006). Based on the 

literature review conducted for this research, there has been no research about what 

companies consider before selecting a CA firm to provide taxation services. Furthermore, 

instead of receiving taxation services from a CA firm, companies can choose to self-prepare or 

invest in internal tax resources (Neuman et al., 2013). As mentioned in the previous section 

about selecting CA firms for external auditing and, as described by Kamleitner, Korunka, & 

Kirchler (2012), SMEs did not usually have specialist staff to solve all their tax issues. As a 

result, it is more likely they will receive taxation services from a CA firm. 

2.3.3 Accepting a client for external auditing services 

All CA firms, whether the Big 4 or small local CA firms, are motivated to gain new clients and 

earn more revenue, while not getting themselves into trouble by accepting a client that poses 

an unacceptable business risk (Ayers & Kaplan, 1998). As pointed out by Hartwell, Lightle, and 

Moreland (2001), associating with an undesirable client might be the most significant risk that 

a CA firm can face. However, the result of Johnstone and Bedard's (2003) research shows that 

accounting firms may moderate this risk by assigning specialist staff to the job; and this will 

definitely increase the price of these services. Audit standards have set procedures about 

what to consider before accepting a new client. CA firms should make sure that the 

preconditions for an audit are present and there is a common understanding between the 

auditor and those charged with governance of the company (XRB, 2011). The client 
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acceptance process has two stages. In the first stage, the partner who is in charge of 

recruitment assesses many issues, such as the company’s reputation, the internal controls 

and accounting methods used by the company, their availability and the expertise of the CA 

firm staff to take on a new job and the profitability of the engagement. In the second stage, 

the partner in charge makes the final decision by assessing the acceptability of the business 

risk before the decision is approved by a higher-ranking partner (Gerdon, 2001). Laux and 

Newman (2010) advocate that CA firms are not interested in accepting risky clients and, 

without audited financial statements, start-up businesses are not able to generate 

shareholder confidence; therefore, this causes them low economic growth. In an economy 

like New Zealand, where SMEs are responsible for a large proportion of the economy’s total 

output, this problem may inversely impact such companies. Most of the research in this area 

does not differentiate between the client acceptance process in SMEs and larger 

organisations. SMEs are more fragile than larger firms and although these companies are an 

important market for CA firms, lower audit and non-audit fees would make CA firms not 

accept them even if there is a low business risk. As explained in Zureigat's (2014) research, the 

relationship between auditors and their SME clients differs depending on whether their 

clients are listed companies as this will affect the criteria they will consider when accepting a 

SME client. 

2.3.4 Accepting a client for taxation services 

As mentioned above, CA firms, like any other for profit organisations, are always looking for 

new clients to gain more revenue, but the new Financial Reporting Act 2013 limits audit 

revenue from SMEs for CA firms. The alternative, which still remains, is providing taxation 

services.  

Litigation risk, whether actual or threatened, is one of the major problems of tax service 

providers. For a CA firm to remain in business, it must make the right decisions to manage this 

risk (Fiore, 1998). Unlike external auditing services, which require CA firms to be independent 

of their clients and comply with auditing standards, in taxation services, CA firms should 

evaluate all the relevant facts and advocate for a favourable tax position that falls within 

statutory boundaries. However, any oversight of the facts or rules may cause penalties and 

negative outcomes for both CA firms and their clients (Bobek, Hageman, & Hatfield, 2010). As 
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described by Fiore (1998), CA firms should consider many different criteria as a part of their 

evaluation process of clients. However, there is no understanding of what CA firms actually 

consider before accepting a new client for taxation services and, as mentioned previously, 

SMEs are considered important clients of taxation services because they do not have the 

required expertise in their companies  (Carey, 2015).  

2.4 During and after practice 

Practice is considered to be the stage when the CA firm provides services and the SME 

receives the services and evaluates them. After practice is the phase when the services have 

been provided completely and it is time for both the CA firms and SMEs to a make the 

decision about whether they want to continue the services in the future or not. This part of 

the literature review is discussed in the following four areas: 

2.4.1 Changing and ratification of a CA firm as an external auditor 

As in the previous sections, CA firm change and ratification has two sides; technical quality 

and service quality (Mohamed & Habib, 2013). Technically, all qualified CA firms should have 

almost the same technical quality and when companies decide to change their CA firm as 

auditor, it could result in negative stock price reactions (Stefaniak, Robertson, & Houston, 

2009). On the one hand, it is believed that auditor change happens due to a disagreement 

between the company and the auditor (Grothe & Weirich, 2007). On the other hand, there 

are conflicting ideas between researchers and governments about whether mandatory 

auditor rotation is necessary or not. Researchers and governments who believe in mandatory 

rotation (and against long tenure) claim that the longer the length of auditor tenure is, the 

more likely auditors are to align with the wishes of management and, thus, not act completely 

independently (Geiger & Raghunandan, 2002). Most of the research in this area is about the 

relationship between auditor changes and the different characteristics of the organisations. 

Bronson et al. (2009) explain that companies that have 100 per cent independent audit 

committee are less likely to change their auditor after receiving a going- concern modified 

audit report. In research on auditor ratification, Hermanson, Krishnan, and Ye (2009) reveal 

that there is a positive association between audit committees’ financial expertise and 

shareholders' votes for auditor ratification. 
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In considering auditing as a service, CA firm changes and ratification might happen for many 

reasons and not only due to technical issues. Eichenseher and Shields (1983) undertook a 

survey on chief financial officers (CFOs) of public companies and clarified that audit fees and 

dissatisfaction concerning the CA firm’s responsiveness to client needs were two important 

reasons for changing CA firms. In another survey on finance directors of public companies in 

the U.K. and Ireland, Beattie and Fearnley's (1995) findings indicate that clients who want to 

change their auditor due to a high audit fee do not do that because afterwards the auditor 

lowered the audit fee. A high level of service quality can lead to customer loyalty and the 

attraction of new clients. It is difficult for CA firms to differentiate their services because 

auditing is an intangible service and it is always hard for customers to perceive its quality. As 

mentioned by Duff (2004), there are some differences between clients’ perception of the 

quality of the audit they expect and their perception of the audit quality delivered. When a 

service provider (like a CA firm) knows how the service (auditing) will be evaluated by the 

client, it will be easier to improve the quality in the desired direction (Parasuraman, Zeithaml, 

& Berry, 1985).  

Companies might or might not be happy with the services that CA firms provide for many 

reasons, such as the way that the audit team members behave, the time period the audit 

process takes, and the techniques that the audit team members use. Therefore, when 

organisations are not satisfied with service quality, they might decide to change their 

auditors. Research about audit services quality started from the 1980s by identifying audit 

service quality dimensions using questionnaires in large companies and now, in more recent 

research, (e.g., Boon, McKinnon, & Ross, 2008; Duff, 2004; Kilgore, Radich, & Harrison, 2011; 

Meier & Fuglister, 1992; Pandit, 1999) scholars are testing those previous dimensions and 

adding new dimensions (Duff, 2004). However, SMEs have different requirements and 

expectations than large companies and, for keeping a SME client, it is necessary to know the 

criteria that they use for changing or keeping their auditors and how they perceive audit 

service quality.  

2.4.2 Changing and ratification of a CA firm as a taxation service provider 

When the managers of a company want to make a decision about whether to keep or change 

a taxation service provider, they have to consider the technical and service sides of the 
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services they received. On the technical side, Lassila, Omer, Shelley, and Smith (2010) 

mentioned three different factors as influencing a company's choice to retain their auditor for 

tax services: 1) tax and operational complexity; 2) corporate governance; and 3) auditor 

independence. In another research study about CA firms’ ratification, Mishra, Raghunandan, 

and Rama (2005) report that the proportion of shareholders voting against ratification is 

positively associated with the fee.  

When companies want to make a decision about changing or the ratification of a taxation 

service provider they would consider the service side as well, because it matters whether the 

quality of services is good enough or not. As reported by Stiglingh (2013) and Grönroos 

(1984), service quality is more important than technical quality, because clients are more able 

to judge service quality than the technical quality of services. Understanding the perception 

of clients about the service quality of tax services can help CA firms develop methods to 

better serve their existing clients and improve their marketing to potential clients 

(Christensen, 1992). 

There is little research about the service quality of taxation services. In one example, Stiglingh 

(2013) propose a service quality framework about the South African Revenue Service in her 

research using a questionnaire, but did not consider CA firms as a part of her research. In 

older research, Christensen (1992) undertook a survey with tax clients and tax professionals 

of three international accounting firms but only to understand their perception of service 

quality. Hence, more research needs to be conducted regarding the service side of taxation 

services provided by CA firms and to find the characteristics of good taxation services. 

2.4.3 Resignation or client retention of a CA firm as an external auditor 

The difference between changing a CA firm and CA firm resignation is in the initiative for 

stopping the relationship; the client or the CA firm. Most research studies in this area 

investigate the reasons for auditor resignation. Krishnan and Krishnan (1997) describe the 

litigation risk against auditors as important reasons for an auditor resigning as an independent 

auditor. Shu (2000) recognises another reason for auditor resignation and presents two 

distinct explanations for auditor resignation: 1) auditors drop certain clients to reduce their 

legal exposure; and 2) the audit industry has been changing recently and this changes the 

relative benefit and cost of each client, motivates auditors to change their client mix. In 
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addition, there might be legal considerations. For example, in some countries (e.g. Iran) 

regulations require auditors not to provide non-audit services to their clients. This recent 

change causes auditors to only keep profitable audit or non-audit jobs and resign from the 

rest. Lee, Mande and Ortman (2004) assess the companies’ characteristics effects from 

auditor resignation (rather than legal and audit industry changes) and reveal that the audit 

committee and board of directors’ independence are negatively associated with the likelihood 

of an auditor resignation. Cenker and Nagy (2008) examine the relationship between auditor 

industry specialisation and auditor resignation. They believe that based on section 404 of the 

Sarbanes-Oxley Act (SOX), USA-listed companies must assess the effectiveness of their 

internal controls and, then, it is the external auditors’ duty to provide a professional opinion 

about this assessment. External auditors find this extra work expensive and might resign from 

an auditing job if they are not an industry specialist. The result of this research shows that 

there is a negative relationship between the auditor industry specialisations and auditor 

resignations. Finally, Huang and Scholz (2012) describe that due to restatement this increases 

the auditors’ assessment of the risk, and there is a positive relationship between restatement 

and auditor resignation. To summarise, based on the previous research studies, the reasons 

for auditor resignation are: 1) legal exposure; 2) changes in cost-benefits due to changes in 

the audit industry; 3) independence level of the board of directors and audit committee; 4) 

industry expertise of the auditor; and 5) restatements. It is reasonable to say that most of 

these reasons are not related to SMEs, because the legal exposure for SMEs is very low and 

the simplicity of SMEs’ auditing makes using complicated audit techniques and industry 

expertise for auditors less important. 

Client retention is very important for CA firms because they need their current clients to 

maintain their revenue. Hackenbrack and Hogan (2005), in a survey on Big 6 CA firms, 

highlight three factors that auditors consider when making a decision about client retention: 

1) their exposure to post-audit losses; 2) personnel issues; and 3) opportunities to provide 

non-audit services. The main issue in client retention is providing and maintaining service 

quality in a way that satisfies the clients’ needs. CA firms provide their services in a way that 

they believe is necessary for their clients. There are few research studies about the auditors’ 

perspective of audit service quality. However, Chen, Shome, and Su (2001) explain that it is 

important to know how CA firms perceive audit service quality because it will help them in 
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their development process. They performed their research in the Chinese auditing market and 

the results show that attributes perceived as having the most positive effect on audit quality 

are different from attributes identified in other countries. SMEs in New Zealand are a 

potentially valuable market for CA firms that have not been investigated in previous research 

studies. 

2.4.4 Resignation or client retention of a CA firm as a taxation service provider 

Providing taxation services for clients by CA firms has some risks; although the risk is not as 

high as providing external auditing services. As discussed , CA firms should evaluate all aspects 

of a new relationship when accepting a new customer, but knowledge about the clients will 

be much higher after the provision of services by the CA firm. As a result, after a period of 

providing services it is also time for CA firms, as well as their clients, to make decisions about 

the future and whether to accept the client for the next year or not. Many different criteria 

might affect that decision, such as taxation fees, other services provided by the CA firm, the 

willingness of the client to comply with rules and the complexity of services provided. 

Previous research studies about this subject are very limited. One example is research by 

Mande and Son (2011), which shows a negative association between the taxation fee and the 

possibility of CA resignation from the job. To conclude, there is not a good understanding of 

what criteria CA firms consider before resigning from a taxation service job or accepting a 

client in the future. 

2.5 Chapter summary 

This chapter has reviewed the previous literature regarding the relationship of CA firms and 

their clients in two different sections of: 1) before practice; and 2) during and after practice; 

to identify the direction of this research and to identify the gaps in the existing body of 

knowledge. Based on this review, ‘before practice’ was considered as selecting the CA firm 

and accepting the new client by the CA firm for taxation and external auditing services. During 

and after practice was considered as the part when the services were in process or were 

finished and it was time for CA firms and clients to make decisions about their future 

cooperation. This review concluded that the current literature about CA firm selection, 

change and ratification and SME client acceptance, retention and resignation was unable to 
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describe the criteria that SME managers and CA firms used for decision making in their 

relationship as a client and service provider for external auditing and taxation services. 
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206(e) of the Companies Act 1993. Therefore, there was less possibility that they may use any 

form of services of CA firms and so they should not be considered in this study.  

The list of the companies with more than nine shareholders was received from the Companies 

Office Organisation on 29 May 2013 as an Excel file with 32,768 rows based on the names of 

the shareholders. The file was then summarised into 1531 companies by the researcher based 

on the names of the companies instead of the name of the shareholders. Subsequently, a list 

of companies with more than 99 employees was received from Kompass New Zealand and 

these companies were eliminated from the research population, leaving a total population of 

1459 companies. Finally, the population was screened to make sure it contained no listed 

companies. Before sending an invitation for participation at each stage, the Companies Office 

website and the Google search engine were used to find more information about the 

companies’ names, and the telephone and email addresses of the CEO and directors. The 

summary of the final population in descending order by number of companies in the various 

Regional Council areas in New Zealand, is presented in Table 3-1: 

Table 3-1: Main study population for SMEs 

Regional Council area Number of companies Percentage 

1 Auckland 438 30.02% 

2 Canterbury 203 13.91% 

3 Wellington 186 12.75% 

4 Otago 110 7.54% 

5 Waikato 110 7.54% 

6 Bay of Plenty 88 6.03% 

7 Manawatu-Wanganui 80 5.48% 

8 Hawke's Bay 50 3.43% 

9 Taranaki 40 2.74% 

10 Northland 39 2.67% 

11 Nelson 38 2.60% 

12 Southland 31 2.12% 

13 Marlborough 29 1.99% 

14 West Coast 8 0.55% 

15 Tasman 5 0.34% 

16 Gisborne 4 0.27% 

 Total 1459 100.00% 
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Two more SME populations were added for the quantitative survey (Stage Five) to increase 

the number of responses as the number of available addresses in the main population was 

very low. These two populations were Registered Charities (Charities Register Website) with 

fewer than 100 employees and another list of active companies that were not a subsidiary of 

an overseas company and have fewer than 100 employees (Kompass New Zealand Database).  

The population of study for CA firms was chartered accountant firms that were members of 

the New Zealand Institute of Chartered Accountants (NZICA). The list of these CA firms was 

derived from the NZICA website and entered into an Excel file over a period of two weeks 

ending on 16 September 2013. The summary of the population (1780 firms including sole 

practitioners) based on the Regional Council areas, is shown in Table 3-2: 

Table 3-2: Population study for CA firms 

Regional Council area Number of CA firms Percentage 

1 Auckland 698 39.21% 

2 Canterbury 207 11.63% 

3 Wellington 203 11.40% 

4 Otago 90 5.06% 

5 Waikato 148 8.31% 

6 Bay of Plenty 116 6.52% 

7 Manawatu-Wanganui 85 4.78% 

8 Hawke's Bay 55 3.09% 

9 Taranaki 34 1.91% 

10 Northland 54 3.03% 

11 Nelson 22 1.24% 

12 Southland 22 1.24% 

13 Marlborough 12 0.67% 

14 West Coast 7 0.39% 

15 Tasman 13 0.73% 

16 Gisborne 14 0.79% 

 
Total 1780 100.00% 

 

3.3 Preliminary study 

The purpose of conducting the preliminary study was to gain a better understanding of the 

parameters of the topics, making the necessary changes to the research project, and 
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considering what should be included in the final semi-structured interview questionnaires 

(Stage Three).  

At first, a focus group was selected for conducting the preliminary study. The term focus 

group is defined as a group of people of approximately five to ten participants who meet for 

about two hours to discuss topics that will facilitate the generation of new ideas during the 

discussion (Veal, 2005). In a focus group approach, the interviewer (researcher in this case) 

becomes the moderator of the discussion, rather than only asking questions and will not let 

the group become distracted from the topics (Veal, 2005). The size of groups differed based 

on the purpose of the research and the population of the study. However, focus groups with 

more than eight participants were difficult to manage. Furthermore, some of the people who 

agree to participate may not turn up on the day (Bryman & Bell, 2011). There are four 

different ways of conducting focus groups (Cooper & Schindler, 2008): 

1) Traditional focus group: In this type of focus group, the participants meet face-to-face and 

the researcher should provide the required facilities to enable the participants to interact in a 

comfortable situation. This kind of focus group usually lasts longer and is more expensive, 

especially when participants come from different locations. 

2) Telephone focus group: This kind of focus group is used when the participants are very hard 

to reach, are professionals, widely dispersed geographically, or anonymity is needed. This kind 

of focus group is usually shorter and not having physical presence can affect the openness 

and depth of the responses. 

3) Online focus group: An online focus group uses emails, websites, or internet chat rooms, 

where participants discuss the topics. This kind of focus group is the cheapest, but the 

researcher would lose the flexibility to use nonverbal language and, like a telephone focus 

group, the participants do not have a physical presence. This may compromise the depth of 

the responses. 

4) Videoconferencing focus group: This kind of focus group is becoming more popular, 

because it does not have the high cost of traditional interviews and also, different from the 

telephone focus group, the participants can see each other. A videoconferencing focus group 

is usually used by universities and larger companies because it is more likely that they have 
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internal videoconferencing facilities. This kind of focus group is not used in cases when the 

researcher needs to hand a product to participants, or when the participants are young 

children.  

For conducting focus groups, based on the approach used by Ramsey and McCole (2005), 

participants (both SME managers and CA firms) were selected for sending invitations for 

participation using proportionate stratified random sampling from the New Zealand Regional 

Council areas where the majority of SMEs are situated. Of the sixteen Regional Council areas, 

the ones that totalled more than 70% of the population were selected: Auckland, Canterbury, 

Waikato, Otago and Wellington (Table 3-1 and 3-2). In proportionate stratified random 

sampling, the populations are divided into non-overlapping sub-populations and then random 

samples selected from these sub-populations. The percentage of the samples taken from each 

sub-population is proportionate to the percentage that each sub-population is within the 

whole population (Black et al., 2010).  

Between five to eight participants for each focus group were required. According to the study 

conducted by Lewis, Massey, Ashby, Coetzer, and Harris (2007), the participation rate for 

SMEs in New Zealand was expected to be ten per cent, and based on Munro and Stewart's 

(2011) research, the participation rate for CA firms was expected to be about twenty per cent. 

Consequently, samples of 80 SMEs and 40 CA firms were selected by generating random 

numbers in Excel. 

On the 2nd of September 2013, invitation packages were sent to the potential participants (80 

SME companies and 40 CA firms). Two series of separate invitation packages were prepared 

for SMEs and CA firms, which are included (Appendix A): 

 A covering letter, 

 A research information sheet, 

 A copy of the focus group guide, 

  A consent form. 

The covering letter introduced the background information of the research project and the 

objective of the research, an invitation for participation in the focus group and a procedure 

for acceptance, if the potential focus group interviewee wished to participate. Two covering 
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letters were prepared, one for SMEs and one for CA firms, with some differences in the 

information about the research project. 

The research information sheets served two purposes; first, it explained, in detail, the 

research objectives, possible contributions and rationale for the research design. Secondly, it 

detailed the focus group and follow-up procedures, as well as those to ensure the 

confidentiality of the interviewees in the focus group and their organisations.  

All data gathered in the study will be strictly confidential and all of the participants were 

assured of complete anonymity in any publication of the research results. The identity of the 

participants will not be made public under any circumstances, or revealed to any parties other 

than the researcher and his supervisors. 

Two weeks after posting the invitation packages, the feedback received from participants by 

email, telephone, or mail, resulted in two changes being made in the research wording and 

invitation packages to increase transparency and clarity, namely: 

1) Changing the words “auditor” and “audit firms” to “CA firms”: many of the invited CA 

firms mentioned that because they did not provide external auditing services, they 

would not participate in the research (although it was mentioned in the research 

information sheet that the world “auditor” was used interchangeably with “CA firm”). 

2) Making the accounting and auditing market’s definition clearer: first, the wording that 

was used in the covering letter was “SME audit market” and it was further discussed in 

the research information sheet that, in this research, SME audit market was defined as 

comprising auditing, advisory and taxation services. However, many participants 

mistakenly believed that this research was only considering external auditing markets, 

so if they did not provide or receive this service they should not participate. As a result 

the wording was changed from “SME audit market” to “SME accounting and auditing 

market”. 

On the 23rd of September 2013, a second series of invitation packages was sent to a further 80 

SMEs and 40 CA firms (Appendix B), which made the total samples 160 SMEs and 80 CA firms. 

Follow up emails were sent ten days after sending these letters, and if no response was 

received, phone calls were made. 
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Most participants who declined to participate in the research mentioned that they believed 

that participating in focus group discussions may affect the confidentiality and anonymity. 

They finally agreed to participate in a one-on-one interview, but not in a focus group. 

As a result, to preserve the anonymity and the confidentiality of participants, this alternative 

scoping approach was selected by the researcher, rather than conducting focus groups to 

explore the parameters of the topics (Denzin & Lincoln, 2011). Interviews with participants 

were conducted one-on-one and the researcher, based on the interviews already completed, 

asked the interviewees their ideas about what other participants had mentioned in their 

(earlier) interviews. The list of invitations and the interviewees, locations are as presented in 

Tables 3-3 and 3-4: 

 

 

Table 3-3: Sample summary for the SMEs’ focus group 

Regional Council area 
Number of 
companies 

Percentage between five 
Regional Council areas 

Samples Participants 
Positive 

response rate 
from sample 

1 Auckland 438 41.83% 66 1 1.51% 

2 Canterbury 204 19.39% 34 2 5.88% 

3 Wellington 185 17.77% 28 2 7.14% 

4 Otago 110 10.51% 16 0 0% 

5 Waikato 110 10.51% 16 0 0% 

Total 1047 100.00% 160 5 3.12% 

 

Table 3-4: Sample summary for the CA firm focus group 

Regional Council area 
Number of 
companies 

Percentage between five 
Regional Council areas 

Samples Participants 
Positive 

response rate 
from sample 

1 Auckland 698 51.86% 42 2 4.76% 

2 Canterbury 207 15.38% 12 1 8.33% 

3 Wellington 203 15.08% 12 1 8.33% 

4 Otago 90 6.69% 6 0 0% 

5 Waikato 148 11.00% 8 1 12.5% 

Total 1346 100% 80 5 6.25% 
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The advantage of this alternative approach compared to conducting more traditional focus 

groups was that the researcher had time between interviews to contemplate the issues that 

were mentioned in the interviews and to discuss them during future interviews. The 

disadvantage of this new approach was needing to do ten separate interviews instead of two 

focus groups, which made it much more time consuming. 

Since the participants were from five different Regional Council areas in New Zealand, seven 

of the interviews were conducted using Scopia® video conferencing.  This approach solved 

distance issues between participants, increased the expected rate of participation, reduced 

the cost, and avoided the limitations of telephone and online interviews about physical and 

verbal interactions. Two of the interviews were held in the participants’ offices in 

Christchurch and one of the interviews was conducted in a Lincoln University meeting room. 

As shown in Table 3-5, the firms participating were different in size and from different 

Regional Council areas, and the participants had different roles in the firms and companies, 

which provided a good understanding of the six research topics. 

Table 3-5: CA firms and SMEs participants 

Participant Title Gender 
Regional Council 

area 
Details 

Length of 
interview 
(words) 

CA firms: 

1 A 
Audit 

partner 
M Canterbury Big 4 CA firm 4,617 

2 B Associate F Auckland Medium sized CA firm (three offices in New 

Zealand) 

2,372 

3 C Partner M Auckland Small CA firm (only one office) 3,222 

4 D Partner F Waikato Small CA firm (only one office) 2,948 

5 E Partner M Wellington Medium sized CA firm (three offices in New 

Zealand) 

8,242 

SMEs: 

6 F CEO M Wellington Service provider 1,299 

7 G CEO M Auckland Manufacturer 3,398 

8 H CFO F Wellington Service provider 1,441 

9 I Director M Canterbury Manufacturer 2,360 

10 J Director M Canterbury Retail trader 1,618 

 



40 
 

All the interviews were recorded and then transcribed. To guarantee confidentiality, the 

researcher and his supervisors were the only people who have access to the transcripts and 

recorded interviews.  

CA firm selection, change and ratification, and service quality were used as topics in the 

interviews with the SME participants. Similarly, client acceptance, resignation and retention, 

and service quality were used as topics in the interviews with the CA firms. After each topic 

was discussed with the participant, the researcher, in some cases, raised other questions to 

ensure the criteria were captured accurately and fully. The questions that caused the 

participants to mention more criteria related to the topics were used in the final 

questionnaire in the next stage.  

During the discussions with SME managers, they were asked about their structure and 

whether they have an audit committee but they did not which is reasonable considering their 

size and the fact that they are not obligated to have audit committee. 

3.3.1 Coding process 

The aim of the qualitative data analysis at this stage was to prepare preliminary information 

to guide the researcher to make any required changes in the research design and to facilitate 

the preparation of the final questionnaire for the semi-structured interviews (Stage Three). 

The preliminary findings in this section were not yet sufficient for developing the initial list of 

criteria (Stage Four), or for recommending common practices (Stage Six). 

The coding process of this stage has several steps, as explained as follows: 

Step 1: Since the data analysis was processed by NVivo 10, the ten transcribed interviews 

(31,514 words in 10 Microsoft Word files) were imported to NVivo 10 as sources and under a 

main document of “preliminary Interviews” in two folders, one for CA firms and one for SMEs 

(Appendix C). To preserve anonymity all the names were changed to letters, as shown in Table 

3-5. 

Step 2: A new folder under the “Nodes” part was created as “Preliminary Interviews” and for 

each of the six main topics a new node was created for categorising nodes generated in the 

next step (Appendix C). 
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Step 3: Each interview transcript was read through several times and the researcher created 

nodes which represented the different criteria. Recognition of the nodes and labelling them 

was based on the perception of the researcher. At this stage, the study produced 48 nodes 

(Table 3-6): 

Table 3-6: List of nodes with the relevant interview extract 

Categories (topics) Nodes (criteria) Example of interviewee’s perception 

C
A

 f
ir

m
 s

el
ec

ti
o

n
 

CA firms’ expertise in SMEs 
and start-up companies 

Participant G: … the reason would be the company that 
you approached me on was a start-up company, the 
other skills that the CA firm had was they have a lot of 
experience around the start-up companies. 

Expertise – size  

Participant J: … I would perceive that a smaller firm one or 
two partners, who has to deal with a wide range of 
topics wouldn’t have the skills to be specialist on tax or 
on business evaluation, whereas a bigger firm who 
would have three people specialised in tax, two people 
would be specialised in business evaluation, so I 
perceive, that I am getting better advice because the 
bigger firms have got or the firms that I have gone to 
had specialist people rather than generalist.  

Information obtained from 
personal networks 

Participant F: ... it was personal reference. This time from 
my colleague, who would use them and found them 
perfectly adequate for what we needed and also they 
could operate a lot more comfortably. 

Providing particular 
accounting software 

Participant G: … we chose our CA firm because they sold 
the (specific) software. So the criteria that we were 
looking for was somebody who understood this 
software and sold the software, because that is the way 
we want to see our financial statements, we want to be 
able to see that online, I want to be able to dial in right 
now and check the accounts with my phone, and see 
my accounts. So that is going to be a criterion. Best 
practice for the CA firm is having this software. 

Proximity 
Participant F: … proximity, they are close to us and it just 

makes life easy in the days that we used to use paper 

Reasonable price 
Participant F: … price is a factor. (We asked ourselves) 

were they affordable for a small start-up business? 

Reputation – Big 4 

Participant I: … if you are doing an audit for a big firm you 
are not going to go beyond the Big 4 name businesses, 
there are some second tier firms, firms like BDO and 
Marriott in Christchurch, I wouldn’t select them for a 
firm like our firm, too big, but I might have used them 
in smaller businesses. 

C
A

 f
ir

m
 

ch
an

ge
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n
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ra
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o
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Anything extra delivered by 
CA firm 

Participant G: …You look backward and go over the last 
year, did they deliver anything extra? Anything with a 
new value, anything that the company got some 
benefit from because they gave you some unsolicited 
advice or some issues that might be political or 
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Categories (topics) Nodes (criteria) Example of interviewee’s perception 

economical or whatever. So was there something 
special in the past, in the last year. 

 

CA firm ability to provide new 
services required 

Participant G: … I think the second way to make a decision 
is to look forward and go, well, we are going to open an 
office in Sydney or we are going to start exporting to 
China, or something. When you have something in your 
future 12 or 24 months and then you say this is where I 
am going with my company can my CA firm come with 
me? Then if they have matched them, you work with 
them. Take them into your conference, you might share 
your strategy, and stay with them. If they only do 
boutique stuff in New Zealand, they are not going to 
help you with China, so I say look back is one measure, 
and look for extra values on top of the basics, but also 
looking forward and saying that well this is where I am 
going with my company, can they continue to support 
me? 

Rotation of CA firm 

Participant H: … I think it is just because perhaps we have 
been with them for so many years the information is 
not as fresh as it used to be, maybe we need a fresh 
pair of eyes to look at the direction of the business.  

Major disagreement with CA 
firm 

Participant I: … they felt that they have identified some 
issues in the accounts, they became historical, it was in 
the subsidiaries and not in the main company so I am 
not considered which one it was, they audited some 
complex transactions between some subsidiaries, some 
domestic and some overseas, and they have not paid 
enough attention to what they were doing. Some 
incorrect entries have been created, it was not fraud, it 
was embarrassing, and I believed that the auditors did 
not have a good enough look at it.  

Keeping to the timetable 
Participant J: … they were slow to respond to my enquires 

and that didn’t work for me. 

Unreasonable increase in 
price 

Participant F: … We found, to be frank, they are over 
servicing us. The price of the service consistently went 
up, in one year, eventually got frustrated with that, and 
went to a lower cost provider that met our needs 
better. 

Se
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Being approachable Participant F: … more approachable 

Clear and simple answers 

 
Participant J: … they have to present the answers clearly to 

me, would it be on the phone, or in writing, depending 
what is appropriate. Information that I can understand, 
you are a student, you can get two lectures that both 
are saying you the same information, one is very clear 
to understand and one is hard to understand. It is the 
same information, but it is about how it is presented. It 
is not that the information is different; it is just the 
delivery that is different. So I am looking for somebody 
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Categories (topics) Nodes (criteria) Example of interviewee’s perception 

who can deliver to me information in a way that I can 
understand so who can simplify it so that is clear to 
understand so it means that it is easier to me to share 
that with the board if I need the board of directors 
(idea). 

Familiarity of CA firm staff 
with the business 

Participant G: … they come to do an audit, and then they 
put some really junior people for that, because CA 
firms’ financial model is that selling it very expensive 
and putting the cheapest people in to do the work. So 
you have to watch that a little bit because in audits 
they waste a lot of time they can take a lot of time out 
of people in your company, so an example that I can 
give you is that happened when auditor should have 
been there for two or three weeks but there were for 
five weeks, instead of needing one of two people, they 
needed three to four, and that was because the people 
the CA firm put in didn’t know the business, hadn’t 
been on site before, didn’t know a thing, then we had 
to teach them about our company, so then they can be 
able to do a proper audit. If they put the same people 
that they used last year, but they would have been 
promoted and probably too expensive. 

Not increasing the price Participant I: … I don’t want them to increase their charges.  

Personal relationship 
between the two sides 

Participant J: … I need to be able to relate to them, so they 
have to have good interpersonal skills 

Providing inside guidance 

Participant G: … But again I think when it comes down to 
quality. You use the CA firm for a certain services and 
advice and guidance because you don’t have them in 
your company. It is cheaper to rely on an external 
party. So they have to step up to that. They have to 
deliver things that give you foresight. When you are 
building your strategy, when you are building you two 
month or twelve month plan, they are feeding into that 
and helping you do a really good job with that. I think 
these are the layers; the contract, the people, and then 
the advising guidance, the value that helps you run 
your company better. If they are in place, I think you 
are pretty happy.  

Providing personalized 
services 

Participant F: … it was more personalised 

Keeping with the timetable – 
being fast 

Participant J: … they need to be able to answer my 
question in an appropriate time frame 

The age of the staff – young 
staff 

Participant I: … in my mind I am looking for the firms that 
have got people that coming through that are possibly 
not too old, that they are not that far past, still being 
interested at learning what they are doing, they would 
be focusing on the best practice, and we want them to 
achieve it, so they can help you to achieve it 

SM E cl
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 Ability to do the job 

requested 
Participant D: … Sometimes I talk to them about what sort 

of work they have to make sure that it is the sort of 
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Categories (topics) Nodes (criteria) Example of interviewee’s perception 

thing that we can do here. If some people have very 
complex situation or international kind of cross border 
things we don’t deal with that. We deal with small to 
medium businesses. We are aware of cross border 
situation and the specialist is vital and required. So that 
is one of the criteria for us. 

Risk to CA firm 

Participant A: … There are various reasons why you would 
or would not accept a company or an individual as a 
client and they invariably involve around risk. Not the 
client risk but our risk. 

Clients’ willingness to comply 
with rules 

Participant C: … If we have no background knowledge on 
the client, we probably do a bit more diligence, and one 
of the things we look for is whether they are compliant 
with IRD. Are they up-to-date with their filing and their 
tax returns or whatever, or are they up-to-date with 
paying all their taxes, because we don’t want to inherit 
and inherit is a delinquent client. 

Experience of a failed 
company 

Participant C: … if they had a succession of a fail company 
that you are aware of 

Ability of the client to pay the 
fee 

Participant B: … I mean you can’t enter to an engagement 
if you don’t believe that company can pay your fees 

Industry of client 

Participant C: … Now secondly, if they are in an industry 
that we like working with them, we do a lot of 
healthcare, a lot of surgeons, and a lot of doctors in 
that industry. Because they earn good money higher 
networks with individuals easy to manage, and I also 
know that they are morally in a good value, they want 
to comply with IRD, pay their tax, and also may pay my 
bills. So they are excellent people to deal with. 

Personality of client 

Participant C: … personality, of course. Once again if the 
person is arrogant, there is a difference between being 
confident and being arrogant, sometimes you can pick 
it up in your first meeting 

Referral from an existing 
client 

Participant E: … usually your clients are referrals from 
somebody else. Somebody is happy with our service 
they refer someone to us and they ring us on our world 
ring.  

Reputation of owners, 
directors and managers 

Participant B: … it is far easier to access that information 
about a big corporate than an SME; Just because the 
information is publicly available. So when we are 
looking at a client acceptance for a bigger corporate we 
can access the share register for SMEs but it is more 
probable that we would know who the shareholders 
are, in the large corporations we would know who the 
directors are, if it is an SME for example Mrs and Mr 
Smith and we have no idea who they are. So once the 
process is the same there are different aspects to it. So 
in a way that there is probably a little more latitude 
given to bigger corporates that purely buy who they are 
and what they are they are reputable. 
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Categories (topics) Nodes (criteria) Example of interviewee’s perception 

Changing CA firms in a short 
time 

Participant C: … if they have moved from accountant to 
accountant in a short period of time, that tells me that 
all they have done, is trying to get a deal from each 
accountant 

Significant dispute with 
previous CA firm 

Participant B: … (controlling) if they had a significant 
dispute with their previous auditor 
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Ability of client to pay the fee 
Participant C: … the main reason would be (1) not paying 

the fee 

Ability of the company to be 
a going concern 

Participant A: … the ability of the company to be a going 
concern… if we don’t think that the company is going to 
be in business in twelve month time that is quite a 
degree of risk to us both from shareholder point of 
view, funding point of view, variety of reasons… there 
is far more proportion of SMEs going into receivership 
than major corporates and that’s just because of the 
economics of businesses that they are in. 

Actual commercial of doing 
the work 

Participant A: … our actual commercial of doing the work, 
the amount of fee instead of amount of fee going in 

An important disagreement 

Participant E: … I am thinking of, we had a client for three 
years, who then proposed to us a tax arrangement, 
with which we were unhappy, and the short story of 
that, we fired the client. 

Conflict of interest 

Participant D: … for resigning from the job, conflict of 
interest would be one. I had this before where had 
been acting for a husband and wife, and the marriage 
broke up, so you can advise the two sides, you really 
have to decide or get them to decide, advise them 
basically that. I do have conflict of interest under the 
Institute rule that one of them needs to find another 
accountant to give them independent advice. If they 
had a company I could still work with them but as an 
individual I can’t give them both advice because that’s 
a clear conflict of interest. I usually put it to them and I 
explain to both sides that this is my problem, and often 
they will decide between themselves who is going to 
continue with me, so I really think this is a conflict of 
interest. 

Increase in public profile 
Participant A: … if the entity got a heightened degree of 

public profile, which in some cases increases our risk 
profile 

Personality of client 

Participant C: … just not like dealing with that person; the 
person doesn’t follow the same values that we would 
like to follow and we just don’t like dealing with that 
person, and they are gone. 
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Clients’ trust 
Participant D: … I think for clients the main thing is that 

they feel that they can trust us that we know what we 
are doing. And we will get it right. 

Communication 
Participant A: … Communication is the key. They want it 

particularly in the planning of fees and the field work 
that they want.  
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Categories (topics) Nodes (criteria) Example of interviewee’s perception 

Familiarity of CA firm staff 
with the business 

Participant A: … They talk about staff not understanding 
their business. 

Matching staff and client 
personalities 

Participant C: … Fortunately for us we have a very huge 
range of staff, a lot of my senior staff are mature, they 
themselves have a relationship with clients, and very 
good relationship with clients, you should try to match 
staff personality with client personality, and the gender 
of the client, maybe a women business person prefers 
to work with a mature woman accountant. 

Personal relationship 
between the two sides 

Participant E: … It is just the relationship that you built. Our 
clients usually say “your friend in business”. I don’t 
want to try to bend over and go backward of being 
friend and being naughty or not complying properly, 
but yes we try to be helpful within reason. 

Preparing reports with good 
quality materials 

Participant E: … We use quality paper; we buy them we 
present well. I get grumpy if I see a staff member send 
a compliment slip, and it is scruffily written. Write it by 
all means, at least makes it neat writing. 

Providing extra feedback 

Participant E: … we take some pride in our presentation, of 
the financial statement, the minutes and the records. 
If, it is probably a simple example, but a lot of big 
capital presentations related to accountants show, you 
have done your accounts, have a standard letter that 
says that’s your records, here is your accounts, sign 
here, thank you very much, and the accounts follows or 
the accounts sent with a letter. I would rather go and 
say here is your accounts, and then make some enquiry 
or make some comments that helps the clients, make 
some comments about how they can improve 
something, or in some cases I say we should have a 
meeting, well that may sound as if we try to make more 
money out of the client, but sometimes it is easier as 
you are doing with this, you are preparing face-to-face 
rather than by telephone and that may help you in 
some way with what you are doing and how you do it. 

Keeping to the timetable 

Participant C: … With clients, all they want to know is: 
when can I have it, or can I have it, can I have my work 
done in one week or two weeks, ten weeks whatever, 
and if we say yes but we can’t quite do that, we just 
communicate. 

 

If the criterion that a participant mentioned was related to an existing node, that node was 

reused and, if the participant did not mention anything about any of the criteria, the 

researcher asked his/her ideas about the criteria. If the participant mentioned that the 

criterion existed, the same node was used again. 
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Step 4: As a final step, the codes were categorised based on the nodes created in Step 2. 

Appendix C shows a part of the categorised nodes. 

It was noteworthy that during the interviews, the researcher started the discussions about 

the topics one at a time. However, some of the participants started talking about another 

topic other than the one they had been asked about. As a result, the criteria mentioned by 

them (the nodes) were categorised under the appropriate topic rather than under the topic 

being investigated. For example, while talking about CA firm selection with participant “I”, he 

mentioned:  

… if anytime you have somebody looking over your shoulder into your business there is 

no point for having them to do it just for fun. You actually want them to be able to 

provide some inside guidance … 

This criterion was labelled as “Providing inside guidance” and categorised as service quality – 

SMEs’ perception, although participant “I” mentioned this while discussing CA firm selection. 

A fully categorised list of the criteria mentioned during the ten interviews is illustrated in 

Table 3-7. 

  Table 3-7: List of categorised nodes 

Categories (topics) Nodes (criteria) Sources References Service type 

CA firm selection 

CA firms’ expertise in SMEs and start-up 
companies 

3 3 Not clear 

Expertise – size 1 1 Taxation 

Information obtained from personal 
networks 

4 6 Not clear 

Providing particular accounting software 1 1 Not clear 

Proximity 1 1 Not clear 

Reasonable price 2 3 Not clear 

Reputation – Big 4 1 2 Auditing 

CA firm change and 
ratification 

Anything extra delivered by CA firm 2 2 Not clear 

CA firm ability to provide new services 
required 

1 1 Not clear 

Rotation of CA firm 2 2 Not clear 

Major disagreement with CA firm 1 1 Auditing 

Keeping to the timetable 2 2 Not clear 

Unreasonable increase in price 2 2 Not clear 

Service quality- 
SMEs’ perception 

Being approachable 1 1 Not clear 

Clear and simple answers 1 2 Not clear 

Familiarity of CA firm staff with the 
business 

1 1 Auditing 

Not increasing the price 3 3 Not clear 
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Categories (topics) Nodes (criteria) Sources References Service type 

Personal relationship between the two 
sides 

4 6 Not clear 

Providing inside guidance 2 3 Not clear 

Providing personalised services 1 1 Not clear 

Keeping with the timetable – being fast 4 6 Not clear 

The age of the staff – young staff 1 1 Auditing 

SME client 
acceptance 

Ability to do the job requested 2 3 Not clear 

Risk to CA firm 3 3 Auditing 

Clients’ willingness to comply with rules 3 3 Not clear 

Experience of a failed company 1 1 Not clear 

Financial ability of client to pay the fee 3 3 Not clear 

Industry of client 2 2 Not clear 

Personality of client 1 2 Not clear 

Referral from an existing client 3 4 Not clear 

Reputation of owners, directors and 
managers 

3 3 Auditing 

Changing CA firms in a short time 1 1 Not clear 

Significant dispute with previous CA firm 2 2 Not clear 

SME client retention 
and resignation 

Ability of client to pay the fee 1 2 Not clear 

Ability of the company to be a going 
concern 

2 6 Auditing 

Actual commercial of doing the work 1 1 Auditing 

An important disagreement 1 3 Taxation 

Conflict of interest 1 1 Not clear 

Increase in public profile 1 1 Auditing 

Personality of client 1 1 Not clear 

Service quality- CA 
firms’ perception 

Clients’ trust 1 1 Not clear 

Communication 3 6 Not clear 

Familiarity of CA firm staff with the 
business 

1 1 Auditing 

Matching staff and client personalities 1 1 Not clear 

Personal relationship between the two 
sides 

3 4 Not clear 

Preparing reports with good quality 
materials 

1 2 Not clear 

Providing extra feedback 1 1 Not clear 

Keeping to the timetable 3 3 Not clear 

 

The frequency of the recurring codes did not necessarily represent the importance of the 

particular variable, for three main reasons: 

1) By conducting more interviews, more nodes (criteria) were collected. Those nodes 

were asked about in the subsequent interviews. It was not possible to go back to all 

the previous interviewees and ask for their ideas about the criteria that they did not 

mention or what was discussed in subsequent interviews. For example, participant “C” 
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mentioned under the SME client acceptance topic the issue of the financial ability of 

the client to pay the fee as one of the important criteria that they considered. Since 

the first interview was conducted with participant “D” and then participant “C”, the 

researcher could not go back to those previous participants ask about this criterion. 

2) It was defined for participants that the accounting and auditing market included 

external auditing, taxation and advisory services. Some of the CA firms and SME 

participants believed that the process was very different if they were accepting a new 

client or CA firm for taxation and external auditing services. They also believed that it 

was hard to mention any specific process or anything related to advisory services due 

to the wide nature and variety of advisory services. For example, participant “B” 

mentioned that what they considered when accepting a new client was absolutely 

related to what kind of job they were going to do for the clients. 

3) Some of the CA firm participants did not provide external auditing services and some 

of the SME participants were receiving only one kind of service (external auditing or 

taxation). At this stage of the research, all of the nodes were categorised into six 

different topics regardless of the kind of services that were provided or received. For 

example, as mentioned in Table 3-6, the reputation of the CA firm was a node 

(criterion) for selecting a CA firm. This criterion was mentioned by participant “I” only 

for selecting the CA firm for external auditing. Participant “I” mentioned that he was 

not involved in selecting the CA firm for taxation services. However, this criterion 

(Reputation- Big 4) was categorised in the same place as the node “Providing a 

particular accounting software” which was not, in fact, related to external auditing. 

With respect to issues 2) and 3) above, two changes were made to this research: 

1) Advisory services were very diverse so they were excluded from this research. From 

the next stage, participants will be asked about only external auditing and taxation 

services. 

2) Taxation services and external auditing will be considered separately and two different 

lists of criteria related to each of them will be prepared. As a result, if the CA firm 

provides both taxation and external auditing, the selected area for conducting the 

interview will be based on the expertise of the partner (interviewee). The area 

selected for SMEs will be based on the main service they were receiving from a CA 
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firm (either external auditing or taxation). 

It is necessary to mention that although there was a change of how to conduct the 

preliminary study from the focus group, full description is given in this research to help future 

research in this area. 

3.4 Chapter summary 

This chapter explained the processes of data gathering related to the two populations of the 

study and the preliminary work of gaining an early understanding of the six research topics. 

The preliminary work consisted of five un-structured interviews with CA firms and five with 

SMEs from five Regional Council areas where the majority of SMEs were located. The 

interviews were transcribed into text format for coding purposes. Subsequently, the data 

were analysed using NVivo 10 and the results used for making two changes to the research in 

preparation for the semi-structured interview questionnaires, which will be discussed in the 

next chapter.  
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the kind of services; taxation or external auditing; 2) questions to ensure no companies with 

more than 99 employees were included in the research; 3) questions to guide the interviewer 

to the next appropriate question; and 4) questions to extract the criteria. 

Table 4-1: Research questions and interview questions 

 

Four sets of interview questions were designed using the results of the preliminary study. 

Only criteria identified that were clearly related to taxation or external auditing services were 

used for designing the interview questions (Table 4-2). These questions are described more in 

the questionnaire design sections. 

Table 4-2: Preliminary study results and research questions 

Categories (topics) Nodes (criteria) Service type Interview questions 

CA firm selection 

Expertise – size Taxation  What factors did you consider when 
selecting that CA firm? (or) 

 What factors would you consider when 
selecting a CA firm? 

Reputation – Big 4 Auditing 

CA firm change and 
ratification 

Major disagreement 
with CA firm 

Auditing 
 Why did you change your CA firm? (or) 

 What factors did you consider when 
deciding to retain the CA firm? 

Service quality- 
SMEs’ perception 

Familiarity of CA firm 
staff with the 
business 

Auditing 
 What do you believe are the main 

characteristics of service quality?  

 What do you expect from your CA firm? 

 Has your company ever had any 
difficulties in its relation with the CA 
firm? 

The age of the staff – 
young staff 

Auditing 

SME client 
acceptance 

CA firm risk Auditing 
 What factors do you consider when 

accepting a new SME client? 

Reputation of Auditing  What was the reason for not accepting 

Main research questions 

Research Question 1 Research Question 2 

 RQ 1.1 RQ 1.3 RQ 1.2  RQ 2.1 RQ 2.3 RQ 2.2 

IQS 

1 

IQS 

2 

IQSs               

3 to 6 

IQSs            

7 to 10 

IQSs           

11 to 13 

IQCs 

1&2 

IQC 

3 

IQCs               

4 to 6 

IQCs            

7 to 9 

IQCs           

10 to 12 

         

 
 

Questions to determine whether the interview is about taxation or external auditing 

 Questions to ensure only SMEs are considered for this research 

 
Main interview question which would lead to the different criteria 

(RQ: Research question – IQS: Interview question from SME manager – IQC: Interview question from CA firm) 
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Categories (topics) Nodes (criteria) Service type Interview questions 

owners, directors and 
managers 

the SME client? 

SME client retention 
and resignation 

Ability of the 
company to be a 
going concern 

Auditing 
 What factors do you consider when 

deciding whether or not to retain an SME 
client? 

Actual commercial of 
doing the work 

Auditing 
 What factors do you consider when 

deciding whether or not to retain an SME 
client? 

An important 
disagreement 

Taxation 
 Why did you resign from the contract? 

Increase in public 
profile 

Auditing 
 Why did you resign from the contract? 

Service quality- CA 
firms’ perception 

Familiarity of CA firm 
staff with the 
business 

Auditing 

 What do you believe are the main 
characteristics of service quality?  

 How do you ensure your SME clients are 
satisfied with your services? 

 Has your firm ever had any difficulties in 
its relationship with any SME clients? 

 

All the interview questions were semi-structured which, according to Bryman and Bell (2011), 

were used when the researcher has some latitude to ask further questions in response to 

what were seen as significant replies. In this research project, the researcher may ask more 

questions to make the criteria mentioned by participants clearer and more realistic. For 

example, interviewee AB mentioned that he wanted the audit job to be effective and work 

well. What AB meant was not clear for interviewer so he was asked what he meant by a more 

effective job. AB explained further that he was looking for audit job with fewer interruptions 

for him. So a clear criterion was created under Service quality - SMEs’ perception called 

‘Causing less disruption’. Accordingly, Appendix D provides the full list of questions included 

in the questionnaire. It was notable that all these interview questions were asked from at 

least one of the interviewees in the preliminary study. For the purpose of consistency, and to 

increase the reliability of collected data, the same explanation will be given to each 

interviewee during all the interviews. The following sections explain the content of the 

questionnaires for both groups in the study.  

4.2.1 SME managers’ questionnaire design 

Explanations about development of SME managers’ questionnaires are presented in this 

section. The first interview question was: “What kind of services do you receive from your CA 
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firm?” As discussed in Chapter Three, it was essential to consider taxation services separately 

from external auditing and to prepare two different lists of criteria, one for each type of 

service. This question was asked at the beginning of the interviews to help the researcher to 

identify the kind of services delivered to the client and to then code this to the right node, as 

explained in Step 2 of the coding progress (Section 4.4). 

Interview Question 2 was: “How many employees do you have in your company 

(approximately)?” Similar to Interview Question 1, this question was not organised under any 

of the main topics and was asked of the interviewees to make sure that they did not have 

more than 99 employees, which would have made it a large company and out of the area of 

this research project. As mentioned in Chapter Three, a list of companies with more than 99 

employees was received from Kompass New Zealand and those companies were excluded 

from the study population. However, this question helped the researcher to be confident  

about the size of the company based on the current number of employees. 

Interview Questions 3 and 4 were: “When did your company first select the CA firm it 

currently uses?” and “Did you have any involvement in that selection?” These questions were 

the first questions categorised as one of the topics. The answers to these questions helped 

the researcher to select either Interview Question 5, which was related to what actually 

happened in the company; or Interview Question 6, which was the manager’s perception of 

CA firm selection. At Stage Two of the research, all the interviewees but one (H), were present 

at the time of selecting the new CA firm. So the answer to this question helped the researcher 

to ask a direct question from the participants and gain some insight about the participants’ 

perception or what actually happened in the company. 

Interview Question 5 was: “What factors did you consider when selecting that CA firm?” This 

question was asked if the interviewee was involved in the CA firm selection and the selection 

had happened in the last five years (responses to Interview Questions 3 and 4).  The answer 

to this question showed the actual events happening in the company and the researcher then 

extracted different criteria from the answers.  

Interview Question 6 was: “What factors would you consider when selecting a CA firm?” This 

question was asked if the interviewee was not involved in the CA firm selection or the 
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selection process happened more than five years ago (responses to Interview Questions 3 and 

4). The criterion mentioned was the managers’ perception of CA firm selection. 

Interview Questions 7 and 8 were: “Has your company ever changed its CA firm?” and “Did 

you have any involvement in that decision?” respectively. These questions were the first 

questions from the second topic, which was about the second category of questions; CA firm 

change and ratification. If the answers of these questions were positive, the researcher asked 

Question 9 and if those were negative the researcher proceeded with Question 10. 

Interview Question 9 was: “Why did you change your CA firm?” This question was asked if the 

SME had experience of changing the CA firm and the interviewee was involved in that 

decision making. The answer to this question discovered the different criteria used by SME 

managers when changing their CA firm. 

The alternative Question 10: “What factors did you consider when deciding to retain the CA 

firm?” This question was asked if the SME did not have the experience of changing their CA 

firm or the interviewee was not involved in the decision-making process. The answer to this 

question would extract the criteria that SME managers used for retaining the CA firm for 

future. 

The three consecutive Questions, 11 to 13, were: “What do you believe are the main 

characteristics of service quality?”, “What do you expect from your CA firm?” and “Has your 

company ever had any difficulties in its relationship with the CA firm?” These three questions 

were the only questions of the last topic, which was service quality from the perception of 

SME managers. Service quality perception differs for different people. As a result, Questions 

11 and 12 asked the participants what they believed and their expectations about the quality 

of the services. Specifically, Interview Question 13 explored the cases where the clients were 

not happy with what they received. Consequently, more characteristics were extracted from 

the cases that were mentioned by SME managers. The sequence of 13 interview questions is 

illustrated in Figure 4-1. 
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that this research was only related to the companies with fewer than 100 employees. Hence, 

the interviewee was asked to consider only such clients (i.e., SMEs) while answering the 

questions. 

Interview Question 4 was: “What factors do you consider when accepting a new SME client?” 

The answer to this question helped the researcher to extract the criteria that CA firms used 

from the processes they have in the CA firms for accepting new clients. 

Interview Questions 5 and 6 were: “Have you ever decided not to accept an SME as a client?” 

and “What was the reason for not accepting the SME client?” The answer to these questions 

helped the researcher to extract the criteria that CA firms used when decision making about 

SME client acceptance based on the cases they mentioned. If the answer to Interview 

Question 5 was negative, then Interview Question 6 was not asked. 

Interview Questions 7 and 8 were: “Have you ever resigned from a contract with an SME?” 

and “Why did you resign from the contract?” As mentioned by many of the participants in the 

preliminary study (Stage Two), resigning from a job was not something that they would deal 

with on a daily basis. Therefore, something needed to happen so they would consider that 

instead. This issue made the researcher only ask about the experience of not accepting the 

job so exploring the criteria would become possible. If the answer to Interview Question 7 

was negative Interview Question 8 was not asked. 

Interview Question 9 was: “What factors do you consider when deciding whether or not to 

retain an SME client?” CA firms have many different clients. As mentioned for Interview 

Questions 7 and 8, they preferred to keep their clients for the next year. In this interview 

question, they were asked about the criteria they would consider when retaining the client 

for future. 

Interview Questions 10 to 12 were similar to Questions 11 to 13 in the SME managers’ 

questionnaire. The answer to these three questions helped the researcher to extract the 

characteristics of service quality from the perception of the CA firms. The sequence of 12 

interview questions is illustrated in Figure 4-2. 
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Coetzer, and Harris (2007) and Munro and Stewart (2011) were used. The expected response 

rate for SMEs was considered to be ten per cent and for CA firms to be twenty per cent. As 

the ten target participants were not reached, more invitations were emailed, which made the 

final response rate five per cent for SMEs and ten per cent for CA firms.  As presented in 

Tables 4-3 and 4-4, 200 SME samples and 100 CA firms samples were selected by generating 

random numbers in Excel. 

Table 4-3: Sample summary for SMEs 

Regional Council area 
Number of 
companies 

Percentage between five 
Regional Council areas 

Samples Participants 
Positive 

response rate 

1 Auckland 438 41.83% 84 4 4.7% 

2 Canterbury 204 19.39% 39 1 2.5% 

3 Wellington 185 17.77% 35 4 11.4% 

4 Otago 110 10.51% 21 0 0.0% 

5 Waikato 110 10.51% 21 1 4.7% 

Total 1047 100.00% 200 10 5% 
 

Table 4-4: Sample summary for CA firms 

Regional Council area 
Number of 
companies 

Percentage between five 
Regional Council areas 

Samples Participants 
Positive 

response rate 

1 Auckland 698 51.86% 52 4 7.6% 

2 Canterbury 207 15.38% 15 2 13.3% 

3 Wellington 203 15.08% 15 2 13.3% 

4 Otago 90 6.69% 7 1 14.2% 

5 Waikato 148 11.00% 11 1 9.0% 

Total 1346 100.00% 100 10 10% 
 

On 10th of May 2014, invitation packages were sent to potential participants (SMEs by 

post/email and CA firms by email). Two series of invitation packages were prepared for SMEs 

and CA firms, which included (Appendix D): 

 A covering letter, 

 The research information sheet, 

 A copy of the interview guide, 

 The consent form. 

The covering letter introduced the background information of the research project and the 

objective of the research, the invitation for participation in the interview and the procedure 
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for acceptance if the potential interviewee wished to participate. Two covering letters were 

prepared for the SMEs and CA firms in the project, with some differences in the information 

in them. 

The research information sheets served two purposes; first, it explained the research 

objectives in detail, the possible contributions and rationale for the research design. Secondly, 

it detailed the interview and follow-up procedures, as well as those to ensure the 

confidentiality of the interviewees and their organisations.  

All data gathered in the study were kept strictly confidential and all participants were assured 

of complete anonymity in any publication of the research results. The identity of the 

participants will not under any circumstances be made public, or be revealed to any parties 

other than the researcher and his supervisors. 

Twenty interviews were conducted between June to November 2014, eighteen of them using 

Scopia® video conferencing. This approach solved distance issues between the participants, 

increased the expected rate of participation, reduced the cost, and avoided the limitations of 

telephone and online interviews, which did not allow physical and verbal interactions. Two of 

the interviews with CA firms were held in the participants’ offices in Christchurch. As shown in 

Table 4-5, the participants’ firms were different in size and from different Regional Council 

areas and the participants were asked questions based on their audit or taxation catergory. 

Table 4-5: CA firms and SME participants 

Participant Category Gender 
Regional Council 

area 
Details 

Length of 
interview 
(words) 

CA firms: 

1 K Audit M Wellington Big 4 CA Firm 1623 

2 L Tax M Otago Medium Size CA Firm 1950 

3 M Audit M Waikato Small CA Firm 2474 

4 N Tax M Auckland Small CA Firm 2258 

5 O Tax M Auckland Small CA Firm 2172 

6 P Audit M Wellington Big 4 CA Firm 2234 

7 Q Audit F Auckland Big 4 CA Firm 2362 

8 R Tax M Auckland Small CA Firm 2176 

9 S Audit M Canterbury Small CA Firm 2764 

10 T Tax M Canterbury Small CA Firm  4935 
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Participant Category Gender 
Regional Council 

area 
Details 

Length of 
interview 
(words) 

SMEs: 

1 U Tax M Auckland Consultation 2284 

2 V Tax F Wellington Software 1586 

3 W Audit M Auckland Retailer 1780 

4 X Tax F Auckland Advertisement 1103 

5 Y Audit M Auckland Mining 2263 

6 Z Tax F Wellington Consultation 2259 

7 AA Audit M Wellington Health Sector 3192 

8 AB Audit M Canterbury Retailer 1647 

9 AC Tax M Waikato Health Sector 1857 

10 AD Audit M Wellington Education 2972 

All the interviews were recorded and then transcribed in MS Word format during the period 

from June to December 2014. To guarantee confidentiality, the researcher and supervisors 

were the only people who had access to the transcripts and recorded interviews.  

4.4 Coding process 

The aim of the qualitative data analysis at this stage was to prepare the initial lists of the 

criteria used by CA firms and SMEs (Stage Four). The findings in this section were considered 

sufficient for developing the questionnaire that will be used in Stage Five for producing 

recommended common practices in Stage Six. 

The coding process of this stage had several steps, from January to May 2015, as follows: 

Step 1: Since the data analysis was processed by NVivo 10, twenty transcribed interviews 

(45,891 words in 20 Microsoft Word files) were imported to NVivo 10 as sources and under a 

main document called “Interviews” in two folders, one for CA firms and one for SMEs 

(Appendix E). Each of these two folders had two separate sub-folders for Audit and Taxation. 

To preserve anonymity all the names were changed to letters, as shown in Table 4-5. 

Step 2: A new folder under the “Nodes” part was created called “Interviews” and there were 

two separate sub-folders for Audit and Taxation. For each of the six main topics a new node 

was created for categorising the nodes generated in the next step (Appendix E). 
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Step 3: Each interview transcript was read through several times and the researcher created 

nodes to represent the different criteria in the two different categories of Audit and Taxation. 

Recognition of the nodes and labelling them was based on the perception of the researcher. 

At this stage, the study produced 51 nodes in Audit (Table 4-6) and 45 nodes in Taxation 

(Table 4-7) for each of the six categories (12 categories in total): 

Table 4-6: List of nodes with the relevant interview extracts - Audit 

Categories 
(topics) 

Nodes (criteria) Source References Example of interviewees’ perceptions 

C
A

 f
ir

m
 s

el
ec

ti
o

n
 

Ability to do the job 
on time 

1 1 
Participant AB: … “I guess, a timely timeframe 

with us [Is important].” 

Being a Big 4 CA firm  2 3 
Participant Y: …” [we selected them because] 

they were a big four Chartered Accounting 
firm.” 

Cost 4 4 
Participant AA: …” obviously cost was another 

factor, of course.” 

Industry expertise 1 1 
Participant AA: …” we needed a minimum of 

five years’ experience in the public sector.” 

Referral from a 
trusted person  

1 1 

Participant Y: …” were on the past?? through 
other businesses, so I knew nothing about 
them and I knew the guy who was the 
managing partner. So, you know I trusted 
him.” 

C
A

 f
ir

m
 c

h
an

ge
 a

n
d

 r
at

if
ic

at
io

n
 

Change in location of 
business 

1 1 

Participant AA: …” and they were based in 
Dunedin as well. So I guess that was local for 
them to have the auditor close to the way 
that accounting was done. We are moving on 
accounting and health and so it made sense 
to move it to Hawke's Bay soon. So, we did 
offer our current auditor, in Dunedin, to put 
in a local one here for job. So we gave them 
the opportunity.” 

Shorter duration of 
audit field work done 
inside the 
organisation 

1 1 

Participant W: …”Having gone through the same 
questions year after year and I suppose -- so 
the project takes a lot longer than it should, 
so it takes up more of my time and -- Yeah 
it’s taking a lot longer than it should do in my 
view.” 

Cost 2 2 
Participant Y: …” Their cost is really the main 

reason [to change auditor].” 

Professional 
relationship 

1 1 

Participant AD: …” No, we think about it from 
time to time but I’ve got to say that Deloitte 
clearly want to hang onto us … so that we’ve 
had a good and excellent working 
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Categories 
(topics) 

Nodes (criteria) Source References Example of interviewees’ perceptions 

relationship with them.” 

CA firm's staff 
turnover 

1 2 

Participant W: …” we were getting three years 
out of each person. Which if I can get three 
years I’m happy. Now the last couple of years 
have seen new people every year.” 

Auditor retention 1 1 
Participant AA: …” it's also was time that we had 

been with them for long enough, it is good 
practice to change your auditors.” 

Se
rv

ic
e 

q
u

al
it

y-
 S

M
Es

' p
er

ce
p

ti
o

n
 

Being proactive and 
adding value 

2 2 

Participant W: …” In a lot of ways a lot of 
accounting processes are pretty mundane 
and that it’s supposed, it’s to challenge them 
and to try and add value above and beyond 
just completing a statutory requirement I 
think 

OR 
Participant AA: …” being proactive in the audit 

planning process.” 

Causing less 
disruption 

1 1 

Participant AB: …” Well, you know, there's going 
to be some interruption but you know, if 
you've got somebody who can come in and 
do it, you know -- just -- well, at least, the 
teams to try and minimise disruption, you 
know, that's the sort of what I'm just -- I 
guess, I'm getting at.” 

Personal relationship 1 1 

Participant Y: …” we had a very good 
relationship and we do have a really good 
relationship. And they are interested in what 
we are doing not just from a point of view of 
the audit but from a broader perspective and 
they always love to hear about how the 
business has been going.” 

Having offices 
around the world 

1 1 

Participant Y: …” We had operations in China 
and they were able to find Chinese people 
who could talk directly to people in China for 
doing the audit. So that was good that they 
were able to do that.” 

Having professional 
and experienced 
staff 

2 2 

Participant AD: …” Well, we’re saying, look 
when we want audits coming and auditors 
coming in here, we expect them to be fairly 
professional. There is always going to be an 
element of distance between us and then -- 
and by the same time and you do that in a 
professional manner without being 
obnoxious or ill-tempered or that sort of 
behaviour. So that’s important. And we just 
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Categories 
(topics) 

Nodes (criteria) Source References Example of interviewees’ perceptions 

expect people to have a good judgement.” 

Helping during hard 
times 

2 2 
Participant AB: …” I guess, probably for the 

shareholders, there's a real loyalty that they 
helped us out during the court case.” 

Industry expertise 2 2 

Participant AD: …” [We want people] who 
understand how our accounts work because 
[sometimes] your accounts are different and 
I mentioned that before.” 

Keeping clients 
updated about new 
regulations  

2 2 

Participant AA: …” The other thing is obviously 
just having a firm that has, you know, the 
technical skills for the changes and the 
upcoming standards you know, the change -- 
PBA changes that you got to pick up.” 

CA firm's low staff 
turnover 

1 1 

Participant AD: …”in other words you've got 
four young people come in 2013 and in 2014 
a brand new group comes in, Well, no matter 
how much briefing they get the second lot 
before they come in, they really haven’t got 
it because they’ve never had the experience 
the year before. So we tried to say, well look, 
at least two of them should know something 
about us and have done either the year 
before or the year before that, so that they 
can actually help one another through the 
system because we just haven’t got time to 
the briefing them on what they should 
know.” 

Communication with 
client for 
understanding the 
business 

1 3 
Participant AA: …” [Audit team should be] 

communicating with the finance audit and 
risk committee on a regular basis.” 

Timeliness 2 2 
Participant Y: …” Being responsive in terms of 

the time frame that we are needing to head 
as far as deadlines.” 

Regular 
communication with 
CEO and board 
members  

1 1 

Participant AA: …” they should have, I believe, 
they should have gone up to the next level 
and that wasn’t particularly well done I 
didn’t think.” 

SM
E 

cl
ie

n
t 

ac
ce

p
ta

n
ce

 

Attitude toward 
success 

1 1 
Participant K: …” Secondly, their attitude to 

success.” 

Client's ability to pay 
the fee 

1 1 
Participant Q: …”We would consider them on 

the fees. We would whether we think they 
can pay those fees.” 

Your CA firm 
capacity  

1 1 
Participant P: …”So we are very busy around 

July and August and if an SME came to us, 
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Categories 
(topics) 

Nodes (criteria) Source References Example of interviewees’ perceptions 

[with] small jobs they wanted completed in 
late July, chances are we would have to say 
unfortunately, ‘No’.” 

Client industry 2 2 

Participant Q: …”We would consider the 
industry that they are in. So we wouldn’t 
normally get involved with things like 
gambling or pornography.” 

Past failure of 
directors 

2 2 
Participant M: …”Again, clients with a small 

board that have not had a good history, may 
be unlikely to be picked up as the clients.” 

Personal feeling 
about the new client 

3 4 
Participant S: …”And this guy had a slippery look 

about him and when I checked on him, he 
had convictions through all sorts of things.” 

Risk of insolvency of 
the client 

2 4 

Participant P: …” If they are in a negative equity 
situation or insolvent. I mean we are 
obviously concerned about that. So that 
might be the case if they are a start-up, so 
we had to consider what their future 
prospects were like and that might be you 
would have to meet them and discuss what 
their plans are to earn more revenue.” 

Propensity to 
actively engage with 
CA firm advice 

1 2 

Participant K: …” Sometimes we know that they 
would listen to advisers and so quite often 
people are interested but they don’t really 
want to know what you want to hear. Sorry, 
they only want to hear what they think you 
are going to tell them, so they won’t listen to 
constructive advice.” 

Reputation 4 6 

Participant K: …” And the second thing is they 
have poor reputations or they don’t have a 
good reputation.” 
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 Open to accept 
suggestions – making 
improvement 

2 4 

Participant S: …” Oh yeah, for example, if I’ve 
written them an audit management letter 
and I’ve pointed things that they are doing 
wrong and they are not going to do anything 
about it.” 

Being profitable for 
your CA firm 

2 2 

Participant P: …” You don’t want to take it on 
the job that’s taking you five months but you 
are only getting paid for one month’s worth. 
So that’s the sort of considerations we do, 
we go on past experience of the previous 
year.” 

Changes in the 
ownership of the 
SME 

1 1 
Participant Q: …” If there have been any 

changes in the ownership or the key officers 
and directors or the key client context. We 
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Categories 
(topics) 

Nodes (criteria) Source References Example of interviewees’ perceptions 

would look at, I guess. If there has been any 
change in their corporate governance, that 
there has been any concerns or gained 
anything in the media that would give us any 
media.” 

Client being unhappy 
about fee 

1 1 

Participant K: …” And sometimes it’s about fees. 
Sometimes clients don’t understand the 
complexities of regulatory ratings or the 
financial reporting therein and so they moan 
about fees when we feel legitimately there 
was appropriate costs. And so it comes 
between the intersections of those two 
different amounts.” 

Complying with the 
tax regulations 

1 1 

Participant S: …” Well for example the biggest 
example I suppose is not so much companies 
but clubs and the likes who flout the PAYE 
regulations fairly substantially. They’ll pay 
with delays or not take tax off them and all 
that sort of stuff. So anybody that continues 
to do it I would say ‘No’.” 

Continuing integrity 1 1 

Participant K: …”Same things really, their 
continuing integrity. Their ability to listen 
and engage with us. I mean we are not 
always right, so I’m not suggesting that. But 
so long as they are prepared to have a 
conversation and have aspirations around 
their business then we’ll continue.” 

Fraud 1 1 

Participant P: …” the only reason you would 
resign would be if there was something 
dodgy going on. If there was fraud and you 
didn’t think that the tone at the top was 
appropriate.” 

Lack of cooperation 
with audit team 

1 1 

Participant M: …” The client’s reluctance of the 
team to do their work. They can be reluctant 
to provide us further information. This is an 
issue which is contentious.” 

Risk of future going 
concern  

1 2 
Participant Q: …” Yeah. The one that I’m aware 

of that we resigned from the company was 
no longer a going concern.” 
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Good 
communication and 
not causing any 
surprises  

2 3 

Participant Q: …” I think no surprises is very 
important to the client. So that there’s 
nothing coming up [at the] last minute as we 
are going through the process. We are 
talking to them regularly, communicating. A 
lot of it revolves around good 
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Categories 
(topics) 

Nodes (criteria) Source References Example of interviewees’ perceptions 

communication.” 

Staff tenure in audit 
team  

1 1 

Participant P: …” So they want continuity of 
people from our team. So we like to keep the 
same people involved so that they aren’t, 
effectively, having to train new people 
from/for?? us each year on what the entity 
does. So that’s the main thing we do for 
service quality.” 

Depth of business 
support 

2 3 
Participant K: …” it’s about the depth of 

business support and advice through their 
circumstances.” 

Making clients 
confident about 
quality 

1 1 

Participant K: …” The audit client stuff is mostly 
about [the] robustness of the process, they 
want to be confident that they get the very 
best quality of audit.” 

More involvement of 
CA firm's partners 

2 2 

Participant S: …” I guess both my partner and 
myself like to give it the personal touch, we 
will talk with every one of the clients 
ourselves.” 

No additional billing 
from the agreed fee 

1 1 
Participant M: …”fees are a common one, audit 

fees. There’s often disagreements around 
the fee and any additional billings.” 

Pro-activeness 
(updating clients 
about recent 
changes) 

1 2 

Participant Q: …”I think pro-activeness, we are 
doing new accounting standards and things 
that are changing if you were going to the 
client telling them about it. Rather than just 
turning up on the audit going, ‘Oh there 
were lots of things that have changed how 
come you didn’t know about any of them.’ 
That proactively I think it’s very important.” 

Good rapport with 
client 

2 2 

Participant Q: …”I think it depends on the stage 
of the relationship. If you’ve got a good 
relationship with them and you’ve been 
working with them for a few years they 
would be comfortable to tell you face to 
face. But sometimes when they don’t know 
you that well, they might prefer their more 
objective view.” 

Responsiveness 1 1 
Participant Q: …”I think responsiveness, so 

when the client has a question you respond 
to them quickly and are there for them.” 

Timeliness 2 2 

Participant S: …”Well one of the major ones is 
certainty of delivery. In other words we work 
on a system whereby it will be done by an 
agreed date in the audit process. … I set up a 



68 
 

Categories 
(topics) 

Nodes (criteria) Source References Example of interviewees’ perceptions 

schedule of the stuff to be with me by such 
and such a date this is when I’ll get the audit 
report to you. When’s your AGM all that sort 
of stuff.” 

 

Table 4-7: List of nodes with the relevant interview extract - Taxation 

Categories 
(topics) 

Nodes (criteria) Source References Example of interviewees’ perceptions 
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Positive feedback 
from IRD about the 
CA firm 

1 1 
Participant U: …”We might even choose to 

speak to the IRD ourselves [about that CA 
firm].” 

Having a range of 
expertise 

1 1 
Participant U: …”expertise ranges who are 

available to us. Tax and potentially audit and 
advisory firms.” 

Industry expertise 2 2 
Participant V: …”So because we are in IT I would 

definitely look for an accountant who had a 
lot of experience in our industry.” 

International firm 2 2 
Participant V: …” [I will look for] firm with the 

international network.” 

Referral from similar 
company 

4 4 

Participant AC: …” We would just keep your ears 
open and whether they're providing the 
services to your clients and they are happy, 
there is a chance that might be the same for 
us.” 

Not being a Big 4 CA 
firm 

2 2 
Participant AC: …”we prefer to use local 

businesses.” 
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Asking managers’ 
opinion  

1 1 

Participant U: …”Okay. So you are actually asked 
the idea of your manager about that CA firm 
or about the client manager of that CA firm. 
If they are happy you might say that, Okay so 
we will continue the contract.” 

Good relationship 1 1 
Participant AC: …”It’s a trust relationship and if 

you don't like people then you generally will 
struggle to trust them.”  

Quality of CA firm's 
one-on-one personal 
services 

1 1 

Participant Z: …” [We changed our CA firm 
because] we never seemed to get a personal 
service. So with the smaller company we're 
with now, we appreciate the one-on-one 
personal service able to ring the same 
person and ask them questions and have 
continuity of staff.” 

Cost 1 1 
Participant Z: …” basically, why we moved from 

that to a smaller company here in 
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Categories 
(topics) 

Nodes (criteria) Source References Example of interviewees’ perceptions 

Wellington, was the cost they were charging 
us.” 
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Ability to explain 3 5 

Participant Z: …” not everybody has that level of 
understanding of taxation in financial 
matters. So their ability to convey their 
information back to me in an easily 
understood manner, yeah.” 

Being accessible 4 4 
Participant V: …”I guess one of the main things 

is that they are just accessible.” 

Competent staff 2 2 
Participant V: …”I mean we get good advice 

from them and the people that we work with 
[in the CA firm] are very competent.” 

Having offices 
around the world 

1 1 
Participant V: …”Because they have offices 

around the world is that one of the things 
that is important.” 

Helping us in the 
rough times 

1 1 

Participant U: …”When we had very serious 
problem we had the undivided attention of 
our client manager. They discussed with us 
and got us through some very difficult issues. 
So they have been very good professional 
advisors.” 

Keeping us on track 1 1 

Participant V: …”But they are very good about 
letting us know they have got a week to go 
until something is due. Just keeping us on 
track with our obligations.” 

Responsiveness 2 2 
Participant AC: …”The responsiveness to 

queries, their availability, you know.” 

Not selecting 
inexperienced staff 
for doing the work 

1 1 

Participant U: …”They put some junior staff on 
some work they were doing and the junior 
staff members were a bit too junior and a lot 
of the work had to be redone.” 

Not being a Big 4 CA 
firm 

1 2 

Participant Z: …”The larger, bigger chartered 
accounting firms, you soon feel that you are, 
you know, just one of many and your 
answers to your questions aren't a priority 
for them.” 

Timeliness 3 4 
Participant V: …”our previous accountant would 

kind of just went to the last minute or 
whatever where he missed the deadline.” 
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 Client's ability to pay 
the fee 

2 2 
Participant L: …”I mean we are more interested 

in clients that are profitable and those who 
are able to pay our charges.” 

Client not only 
looking for tax return 
but also range of 

1 1 
Participant L: …” we are not interested in doing 

a $100 tax return or even a $400 or $500 tax 
return typically. All tax returns we’ll be 
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Categories 
(topics) 

Nodes (criteria) Source References Example of interviewees’ perceptions 

services looking for those who are seeking some 
advice with us.” 

Client industry 2 3 
Participant T: …”I suppose I’m looking for clients 

that will fit our areas of expertise.” 

Personal feeling 
about the new client 

4 5 
Participant T: …”Clients that aren’t going to be 

upfront with us who aren’t going to be open 
with what their expenditure is or try.” 

Pro-activeness and 
planning 

1 1 

Participant N: …”Being proactive. Telling people 
they need help before they realise they need 
help. Or planning -- checking if they need to 
plan for something such as retirement.” 

Reason for changing 
accountant 

3 3 
Participant R: …”Check and see if they had any 

previous accountants or whether they are 
just starting out.” 

Referral from good 
clients 

1 1 

Participant T: …”So all our clients come from 
referrals from existing clients. So we have 
some very good referrers. So most of the 
time if I’ve been referred by one of my good 
referrers that will be a pretty good point for 
me that they won’t send me someone that 
might be unacceptable.” 

Risk of future going 
concern  

2 2 
Participant T: …”Risk going forward. Do they 

have overdrawn current accounts? Is it a sign 
that they are overspending?” 
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Paying fee on time 2 2 

Participant T: …”I’ve also said to clients that we 
don’t want to work for them anymore. Not 
necessarily because of that side. Maybe 
because they are slow payers.” 

Client being happy 
with fee 

2 3 

Participant T: …”If they continue the querying 
they are obviously not happy, then it’s better 
that they go somewhere else. So I’ll say to 
them well maybe your job is more suited to 
one of those [other CA firms].” 

Major disagreement 2 2 
Participant R: …”we say that if there’s no 

disagreement between us, will accept them 
for future.” 

Client being able and 
willing to provide 
info 

1 1 

Participant O: …” Yeah, with the one that I 
described previously the clients who are 
seen to be incapable of providing 
information they just have a mental block 
about providing that information.” 

Unacceptable 
changes in the client 
board's strategies 

1 1 

Participant R: …”Just this year actually. What 
happened, the board changed, I was part of 
the board and we were providing the 
accounting services and then the board 
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Categories 
(topics) 

Nodes (criteria) Source References Example of interviewees’ perceptions 

changed and as a result only myself and my 
chairman remained on the board. But they 
may have four or five new board members 
and so they had the majority and so their 
strategy and the way they wanted to operate 
was different from what we wanted to do. 
And so I decided to resign, yes.” 
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Accessibility 1 1 
Participant T: …” So that’s accessibility either to 

me or to my manager being the top two.” 

Communication 3 3 

Participant O: …” Understanding the need of the 
client primarily and understanding the 
personality of that client, so that you can 
communicate with them or her.” 

Friendly staff 1 1 
Participant T: …” I would say the other thing is 

friendly staff.” 

No additional billing 
from the agreed fee 

1 1 
Participant R: …” I think it is because we give a 

price upfront. We don’t give them a surprise. 
We price them right up front.” 

Considering staff 
gender allocation to 
clients 

1 1 

Participant T: …” In fact I’ve had a couple 
actually and I would have to say it’s 
interesting that it’s just an observation. But 
generally the complaints have been between 
women clients and my women staff.” 

Open door policy 1 1 
Participant R: …” When they come to the office, 

they don’t make an appointment, they just 
show up.” 

Good personal 
relationship 

1 1 

Participant N: …” The main thing is keeping a 
good personal relationship with a client. 
Personality accounts for a lot and if you can’t 
get on with the client then your future isn’t 
very much assured with them, you’ve got to 
keep a good relationship.” 

Pro-activeness 1 1 

Participant L: …” So if they ask a question of us 
or ask us to do something, we need to do it. 
And they tell us that they want us to be 
proactive, so we shouldn’t just respond to 
questions they ask we should be identifying 
issues that are relevant to the business and 
proactively talking with them about it.” 

Good rapport with 
client 

2 2 
Participant O: …” As I mentioned before the 

ability of service on the partner to establish 
the rapport and to maintain the client base.” 

Stability of staff 1 1 
Participant T: …” And in some ways we might 

have a slight advantage over some of the big 
firms in terms of the stability of our staff.” 
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Categories 
(topics) 

Nodes (criteria) Source References Example of interviewees’ perceptions 

Timeliness 3 5 
Participant R: …” I guess by adding value, you 

need to provide the service in a timely 
manner.” 

Understanding their 
business 

1 1 
Participant R: …” You really have to understand 

their business and then when you are 
providing services.” 

 

If a criterion a participant mentioned was related to an existing node, that node was reused.  

Step 4: As a final step, the codes were categorised based on the nodes created in Step Two. 

Appendix E shows part of the categorised nodes. The researcher reviewed all the final nodes 

to avoid any duplication or the use of different nodes for the same concept. 

As mentioned in the previous chapter, some of the participants started talking about another 

topic other than what they had been asked about. As a result, the criteria mentioned by them 

(the nodes) were categorised under the appropriate topic rather than under the topic being 

investigated. Table 4-8 below shows all the nodes for audit and taxation: 

Table 4-8: List of categorised nodes for audit and taxation 

Categories 
(topics) 

Nodes - audit Nodes – taxation 
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Proficiency: 

 Ability to do the job on time 

 Industry expertise 

Proficiency: 

 Having a range of expertise 

 Industry expertise 

 Positive feedback from IRD about the CA firm 
Size: 
Being a Big 4 CA firm  

Size: 

 International firm 

 Not being a Big 4 CA firm 

Cost  

Other: 
Referral from a trusted person 

Good reputation: 
Referral from similar company 
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 Proficiency: 

 Shorter duration of audit field work done 
inside the organisation 

 Professional relationship 

 CA firm's staff turnover 
 

Proficiency: 
 
Asking managers’ opinion 

Cost  Cost  
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Categories 
(topics) 

Nodes - audit Nodes – taxation 

Other: 

 Change in location of business 

 Auditor retention 

Other: 

 Quality of CA firm's one-on-one personal 
services 

 Good relationship 
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Proficiency: 

 Being proactive and adding value 

 Causing less disruption 

 Personal relationship 

 Having professional and experienced staff 

 Industry expertise 

 Keeping clients updated about new changes 

 CA firm's low staff turnover 

 Communication with client for 
understanding the business 

 Timeliness 

 Regular communication with CEO and board 
members 

Proficiency: 

 Ability to explain  

 Being accessible 

 Competent staff 

 Keeping us on track 

 Responsiveness 

 Not selecting inexperienced staff for doing the 
work 

 Timeliness 
 

Size: 
Having offices around the world 

Size: 
Having offices around the world 
Not being a Big 4 CA firm 

 Cost: 
Client's ability to pay the fee 

Other: 
Helping during hard times 

Other: 
Helping us in the rough times 
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Risk: 

 Past failure of directors 

 Risk of insolvency of the client 

 Propensity to actively engage with CA firm 
advice 

 Reputation 
 

Risk: 

 Reason for changing accountant 

 Risk of future going concern 

 Referral from good clients 

Cost: 
Client's ability to pay the fee 

Cost: 
Client's ability to pay the fee 

Other: 

 Your CA firm capacity 

 Client industry 

 Attitude toward success 

 Personal feeling about the new client 

Other: 

 Client industry 

 Personal feeling about the new client 

 Pro-activeness and planning 

 Client not only looking for tax return but also 
range of services 
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Risk: 

 Changes in the ownership of the SME 

 Complying with the tax regulations 

 Continuing integrity 

 Fraud 

 Lack of cooperation with audit team 

 Risk of future going concern 

Risk: 

 Major disagreement 

 Client being able and willing to provide info 

 Unacceptable changes in the client board's 
strategies 
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Categories 
(topics) 

Nodes - audit Nodes – taxation 

 
Client being unhappy about fee 

Cost: 

 Client being happy with fee 

 Paying fee on time 

Other: 

 Open to accept suggestions – making 
improvement 

 Being profitable for your CA firm 
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Proficiency: 

 Good communication and not causing any 
surprises  

 Staff tenure in audit team 

 Depth of business support 

 More involvement of CA firm's partners 

 Timeliness 

 Responsiveness 

 Good rapport with client 

 Pro-activeness (updating clients about 
recent changes) 

Proficiency: 

 Understanding their business 

 Communication 

 Accessibility 

 Timeliness 

 Stability of staff 

 Good rapport with client 

 Pro-activeness 

Cost: 
No additional billing from the agreed fee 

Cost: 
No additional billing from the agreed fee 

Other: 
Make clients confident about quality 

Other: 

 Friendly staff 

 Good personal relationship 

 Open door policy 

 Considering staff gender allocation to clients 

 

As mentioned in Chapter Three, of the seventeen Regional Council areas, five had the highest 

number of SMEs and samples for the semi-structured interviews were selected from only 

those five areas. In Stage Five, all ninety-six nodes (criteria) created in this step were sent in 

four sets of questionnaires to CA firms and SME managers throughout New Zealand to create 

a summary list of criteria that had a high level of consensus (Duff, 2004). 

4.5 Chapter summary 

This chapter explained steps involved in creating two lists of questionnaires for CA firms and 

SMEs that were used in 20 interviews during 2014. All the interviews were transcribed word 

by word, initially processed in Microsoft Word and then transferred to NVivo 10 for coding. 

Interviewees were from different Regional Council areas in New Zealand of different genders 

and from different industries and sized organisations, which created a comprehensive set of 

nodes showing criteria that CA firms and SME managers used in decision making in the SME 
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taxation and audit market. These nodes were then used to create four questionnaires and the 

survey participants from throughout New Zealand (not only those five Regional Council Areas) 

were asked to evaluate each criterion. The next chapter explains the creation of these four 

questionnaires and the quantitative data analysis involved in creating the summary list of 

criteria using SPSS 22. 
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Participants were asked to respond based on either their past experience or on the basis of 

their general view of each criterion in each category. A five-point Likert Scale was used in 

which five was regarded as extremely important and one as not relevant; this was similar to 

the approach used by Duff (2004) and Peursem and Jiang (2008). Likert scaling is a method of 

attitude or perception and this method is known as one of the most researched topics in 

social science. According to Salkind (2010), Likert surveys are in the category of self-

administered surveys and a reading level of at least five grades is considered minimal for 

surveys given to adults. Qualtrics software was used to enable the researcher to send the 

questionnaires and collect the anonymous answers online and to easily direct the SME 

managers and CA firm partners to the right topic.  

Appendix F presents the full list of questions included in the questionnaire. It was notable that 

all these interview questions were similar to questions asked in the semi-structured 

interviews. The following sections explain the content of the questionnaires for both groups 

in the study. 

5.2.1 Design of the SME managers’ survey 

Explanations about the development of the SME managers’ survey are presented in this 

section. Interview Question 1 asked about the number of employees in the participant’s 

organisation (equivalent full-time staff). This question was not organised under any of the 

main topics and was asked of the interviewees at the beginning of the survey to make sure 

that they did not have more than 99 employees; this would make it a large organisation and 

out of the area of this research project. Selecting more than 99 staff as the answer to this 

question ended the survey and an explanation was then given to the interviewee about the 

reason for ending it. As mentioned in Chapter Three, a list of organisations with more than 99 

employees was received from Kompass New Zealand and those companies  were excluded 

from the study population. However, this question helped the researcher to be confident 

about the size of the company based on the current number of employees. 

Interview Questions 2 and 3 were asked to indicate the location and industry of the 

participants to enable the researcher to classify the final results more appropriately. Both 

questions were designed as ‘Drilled Down’ types to make it easier for participants to select 

the appropriate answer. The Regional Council areas were extracted from the Local 
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Government Act 2002 data and sixteen main categories of industries were extracted from the 

Australian and New Zealand Standard Industrial Classification (ANZSIC). 

The fourth survey question asked about the kind of services the participant received from a 

CA firm. As discussed in Chapter Three, it was essential to consider taxation services 

separately from external auditing and prepare two different lists of criteria for each type of 

service. This question was asked at the beginning of the interviews to guide the participants 

to the relevant topics, either taxation or auditing. 

Interview Questions 5 to 7 were asked if participant selected ‘External audit’ in answer to 

Question 4. In all three questions participants were asked to indicate how important each 

criterion (generated in the previous research stage) was in their decision-making process. 

After selecting ‘External audit’ in Question 4, the participant was asked about the twenty-

three criteria, with each question representing one main topic: CA firm selection, change and 

ratification and service quality.  

Interview Questions 8 to 10 were asked if participant selected ‘Taxation’ in answer to 

question 4.  In all three questions participants were asked to indicate how important each 

criterion (generated in the previous research stage) was in their decision-making process. By 

selecting ‘Taxation’ in Question 4, the participants were asked about the twenty criteria with 

each question representing one main topic: CA firm selection, change and ratification and 

service quality.  

The sequence of 10 interview questions is illustrated in Figure 5-1. 
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5.3 Research samples and populations 

As mentioned in Chapter Three, interviews were conducted based on a sample selected from 

five of the Regional Council areas in New Zealand. As the survey at this stage was the final 

step of data gathering for this research, the questionnaires were sent electronically to the rest 

of the populations in the study over a period from August 2015 to January 2016 using 

Qualtrics software. To enable the researcher to send the questionnaires electronically, only 

organisations with email addresses available were selected for receiving the questionnaires. 

According to Chiang and Lightbody (2004) and Lewis and Cassells (2010), two New Zealand 

researcher on SMEs, having a sample of about 200 organisations was expected.  

Before finalising the questionnaires, five faculty members at Lincoln University were asked to 

review the questionnaires to ensure the readability and transparency of the questions and 

criteria. Some suggestions about the wording and the sequence of questions were received 

and the appropriate corrections were made after consultation with the supervisors of this 

research. 

5.3.1 SMEs 

On the basis of the data collected, as explained in Chapter Three, and the fact that many of 

SME managers did not have email addresses available, the researcher considered using two 

other databases, Charities New Zealand and the list of companies received from Kompass, to 

obtain the target sample. A total number of 882 invitations for participation were emailed to 

the SME managers and reminder were emailed to them a week after the initial email. As 

shown in Table 5-1, a total of 160 responses were received from which 112 responses (77 

audit, 33 taxation and two with more than 99 employees) were completed and could be used 

for this research (a positive response rate of 13%). 

Table 5-1: Sample characteristics for SMEs 

CA firm sizes Audit Taxation 
Total number 

of 
participants 

1 Fewer than 50 equivalent full time staff 71 31 102 

2 Between 50 to 99 equivalent full time staff 6 2 8 

3 More than 99 equivalent full time staff (excluded) NA NA 2 

Total 77 33 112 
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All data gathered in the study strictly confidential and all participants were assured of 

complete anonymity on the cover page of the questionnaire in Qualtrics. The identity of the 

participants will not under any circumstances to be made public, or revealed to any parties 

other than the researcher and his supervisors. The final results were exported to Microsoft 

Excel and analysed using SPSS 22. 

5.3.2 CA firms 

To survey the attitude of CA firms’ partners, 565 invitations for participation were emailed to 

CA firms’ partners and reminders were emailed to them a week after the initial email. As 

presented in Table 5-2, a total of 230 responses were received from which 176 responses (35 

audit and 141 taxation) were completed and could be used for this research, making a 

positive response rate of 31%. 

 

Table 5-2: Sample characteristics for CA firms 

CA firm sizes Audit Taxation 
Total number 

of 
participants 

1 Small and medium mid-tier public practices (1-14 partners) 10 140 150 

2 Large mid-tier public practice (15+ partners) 2 1 3 

3 Big 4 CA firms 23 0 23 

Total 35 141 176 

 

5.4 Data analysis 

The aim of the quantitative data analysis at this stage was to explore the criteria generated in 

the previous stages using a qualitative research method on a larger sample from throughout 

New Zealand. All the date gathered in Qualtrics were exported to Microsoft Excel and then 

SPSS 22 for analysis. Subsequently, exploratory factor analysis (EFA) was used as a technique 

to reduce the 96 criteria to 77 criteria to make the interpretation of the data more precise 

(Carcello, Hermanson, & Mcgrath, 1992). This final reduced list was used in the creation of the 

recommended common practices in Stage Six, which is explained more in the next chapter. 
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5.4.1 Descriptive statistics  

This section contains some analysis of the criteria generated and tested using the population 

of the research. The result of Likert-Scale has been indicated as ‘Sum’, then criteria have been 

listed based on their means and finally, the first quartile of each section has been highlighted 

in each table. This first quartile can be an indication of the most important criteria in each of 

our twelve categories. Further explanation and analysis of these criteria is presented in 

Chapter Six. 

Selecting a CA firm as an external auditor 

The results of the previous steps showed that there were five criteria that SME managers 

considered when they wanted to select a CA firm as their external auditor. These five criteria 

are presented in Table 5-3 in the order of importance, and based on the mean calculated at 

this stage. The most important ones in the first quartile are the ability of the CA firm to 

complete the job on time and the cost of conducting the external audit.  

Table 5-3: Criteria for selecting a CA firm as an external auditor 

Criteria Sum Importance Mean 

Ability to do the job on time 268 1 3.48 

Cost 234 2 3.04 

Industry expertise 221 3 2.87 

Referral from a trusted person 193 4 2.51 

Being a Big 4 CA firm 99 5 1.29 
 

Change or ratify the CA firm as an external auditor 

Table 5-4 below shows the six criteria (in the order of importance) that SME managers 

considered when they decided about the next year. Among them, cost and the professional 

relationship between CA firm and SME managers were the most important criteria included in 

the quartile one.  
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Table 5-4: Criteria for changing or ratifying a CA firm as an external auditor 

Criteria Sum Importance Mean 

Cost 220 1 2.86 

Professional relationship 219 2 2.84 

Auditor retention 160 3 2.08 

Shorter duration of audit field work done inside the organisation 123 4 1.6 

CA firm's staff turnover 121 5 1.57 

Change in location of business 106 6 1.38 

 

Audit service quality from the perception of SMEs 

In the audit service quality category, twelve criteria were generated as the characteristics of 

service quality, as presented in Table 5-5. Three criteria are included in the first quartile as 

timeliness, having professional and experienced staff and being proactive and adding value. 

Table 5-5: Criteria for audit service quality from the perception of SMEs 

Criteria Sum Importance Mean 

Timeliness 246 1 3.19 

Having professional and experienced staff 239 2 3.1 

Being proactive and adding value 227 3 2.95 

Communication with client for understanding the business 222 4 2.88 

Keeping clients updated about new regulations 216 5 2.81 

Industry expertise 211 6 2.74 

Causing less disruption 189 7 2.45 

Regular communication with CEO and board members 187 8 2.43 

Personal relationship 179 9 2.32 

Helping during hard times 168 10 2.18 

CA firm's low staff turnover 124 11 1.61 

Having offices around the world 58 12 0.75 

 

Selecting a CA firm for taxation services 

Six criteria were generated in Stage Three as criteria that SMEs considered when they wanted 

to select a CA firm for receiving taxation services (Table 5-6). Having a range of expertise in 

the CA firm and their industry expertise are considered as the two most important criteria in 

quartile one.  
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Table 5-6: Criteria for selecting CA firm for taxation services  

Criteria Sum Importance Mean 

Having a range of expertise 95 1 2.88 

Industry expertise 85 2 2.58 

Positive feedback from IRD about the CA firm 54 3 1.64 

Referral from a similar company 52 4 1.58 

International firm 40 5 1.21 

Not being a Big 4 CA firm 40 5 1.21 
 

Change or ratify the CA firm for taxation services 

The number of criteria considered for changing or keeping CA firms for taxation services was 

the lowest, with only four criteria, as listed in Table 5-7. Good relationships with the CA firm 

were most important criterion as the only one in the first quartile. 

Table 5-7: Criteria for change or to ratify the CA firm for taxation services 

Criteria Sum Importance Mean 

Good relationship 107 1 3.24 

Quality of CA firm's one-on-one personal services 104 2 3.15 

Cost 82 3 2.48 

Asking managers' opinions 69 4 2.09 

 

Taxation service quality in the perception of the SMEs 

Table 5-8 below lists ten criteria that were generated from the previous steps as the 

characteristics of good taxation service quality from the perception of the SME managers. 

They believed that having competent staff, ability to explain and being accessible are the 

most important characteristics of service quality as included in quartile one in the below 

table. 
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Table 5-8: Criteria for taxation service quality from the perception of the SMEs 

Criteria Sum Importance Mean 

Competent staff 112 1 3.39 

Ability to explain 103 2 3.12 

Being accessible 102 3 3.09 

Responsiveness 99 4 3 

Timeliness 97 5 2.94 

Not selecting inexperienced staff for doing the work 87 6 2.64 

Keeping us on track 83 7 2.52 

Helping us in the rough times 75 8 2.27 

Not being a Big 4 CA firm 36 9 1.09 

Having offices around the world 28 10 0.85 
 

Accepting a new client to provide external auditing services 

Nine nodes were generated from the previous stages as the criteria that CA firms considered 

before accepting a new client as an external auditor (see Table 5-9). The risk of insolvency, 

past failure of SME directors and reputation of the SME were considered the most important 

criteria that CA firms considered. 

Table 5-9: Criteria for accepting a new SME client to provide external auditing services 

Criteria Sum Importance Mean 

Risk of insolvency of the client 123 1 3.51 

Past failure of SME directors 122 2 3.49 

Reputation 107 3 3.06 

Client's ability to pay the fee 100 4 2.86 

Your CA firm capacity 93 5 2.66 

Personal feeling about the new client 82 6 2.34 

Propensity to actively engage with CA firm advice 77 7 2.2 

Client industry 70 8 2 

Attitude toward success 67 9 1.91 

 

Resignation or ratification of the client as an external auditor 

Table 5-10 illustrates the nine nodes generated as the criteria that a CA firm considered when 

resigning from an external audit contract or keeping their clients. Continuing integrity, fraud 
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and lack of cooperation with the audit team were the most important criteria for CA firms as 

included in the first quartile. 

Table 5-10: Criteria for the resignation or ratification as an external auditor  

Criteria Sum Importance Mean 

Continuing integrity 125 1 3.57 

Fraud 121 2 3.46 

Lack of cooperation with audit team 115 3 3.29 

Complying with the tax regulations 107 4 3.06 

Risk of future going concern 102 5 2.91 

Open to accept suggestions – making improvement 85 6 2.43 

Being profitable for your CA firm 75 7 2.14 

Changes in the ownership of the SME 74 8 2.11 

Client being unhappy about fee 61 9 1.74 

 

Audit service quality in the perception of CA firms 

Nine criteria were generated as the characteristics of audit service quality from the 

perception of CA firms providing external audit services (see Table 5-11). The CA firms 

believed that 1) good communication and not causing any surprises 2) responsiveness of SME 

managers and 3) timeliness are the most important criteria for their clients as included in 

quartile one of the list below. 

Table 5-11: Criteria for audit service quality from the perception of the CA firms  

Criteria Sum Importance Mean 

Good communication and not causing any surprises 119 1 3.4 

Responsiveness 111 2 3.17 

Timeliness 109 3 3.11 

Good rapport with client 106 4 3.03 

Making clients confident about quality 101 5 2.89 

Pro-activeness (updating clients about recent changes) 88 6 2.51 

Staff tenure in audit team 87 7 2.49 

Depth of business support 83 8 2.37 

More involvement of CA firm's partners 79 9 2.26 

No additional billing from the agreed fee 59 10 1.69 
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Accepting a new client for taxation services 

There are eight criteria extracted in the previous stages of the research and displayed in the 

order of importance in Table 5-12. The first quartile includes 1) the client's ability to pay the 

fee and 2) the CA firm manager’s personal feeling about the new client as the two main 

criteria for accepting a new client for taxation services. 

Table 5-12: Criteria for accepting a new SME client for taxation services 

Criteria Sum Importance Mean 

Client's ability to pay the fee 394 1 2.79 

Personal feeling about the new client 394 1 2.79 

Referral from good clients 388 2 2.75 

Risk of future going concern 355 3 2.52 

Client not only looking for tax return but also range of services 337 4 2.39 

Reason for changing accountant 326 5 2.31 

Pro-activeness and planning 320 6 2.27 

Client industry 226 7 1.6 
 

Resignation or ratification of the client for taxation services 

From the five criteria for the resignation or ratification of the SME client for taxation services 

listed in Table 5-13; the client being able and willing to provide information received the 

highest mean and major disagreement with SME managers got the second rank; making the 

first quartile of the below table. However, there was little difference between means from the 

first to the last criterion; unacceptable changes in the client board’s strategies. 

Table 5-13: Criteria for the resignation or ratification of the client for taxation services 

Criteria Sum Importance Mean 

Client being able and willing to provide info 419 1 2.97 

Major disagreement 411 2 2.91 

Paying fee on time 355 3 2.52 

Client being happy with fee 347 4 2.46 

Unacceptable changes in the client board's strategies 334 5 2.37 
 

Taxation service quality in the perception of CA firms 

This category has one of the highest numbers of criteria generated (see Table 5-14) and 

reducing this number is beneficial. The CA firms believed that the most important service 
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quality characteristics (included in the first quartile) for taxation services were understanding 

the client’s business, communication and good rapport. 

Table 5-14: Criteria for taxation service quality from the perception of CA firms 

Criteria Sum Importance Mean 

Understanding their business 448 1 3.18 

Communication 438 2 3.11 

Good rapport with client 430 3 3.05 

Good personal relationship 414 4 2.94 

Accessibility 404 5 2.87 

Timeliness 397 6 2.82 

Pro-activeness 396 7 2.81 

Friendly staff 358 8 2.54 

Open door policy 332 9 2.35 

Stability of staff 327 10 2.32 

No additional billing from the agreed fee 284 11 2.01 

Considering staff gender allocation to clients 119 12 0.84 
 

5.4.2 Exploratory factor analysis (EFA) 

Factor analysis is an interdependence technique, which defines the underlying structure 

among variables (in this research called criteria) by defining sets of variables that are highly 

interrelated. These groups of variables are assumed to represent dimensions within the data. 

Interpretation of factor analysis differs from many statistical techniques as needs more input 

from the researcher (Norris, Qureshi, Howitt, & Cramer, 2012). This results in researchers not 

using some of the results from a data reduction. 

Factor analysis techniques can be achieved from either an exploratory or confirmatory 

perspective. However, as the researcher did not have any priori assumption about the 

number of groups nor the relationship among the factors, exploratory factor analysis was 

used (Hair, Black, Babin, & Anderson, 2010).  

There are many different approaches for exploratory factor analysis, which usually depend on 

the size of the sample. Sample size is an important issue when using EFA as smaller sample 

sizes may not result in high-quality factor analysis.  

For a small sample size Jung and Lee (2011) first discussed that a Regularised Exploratory 

Factor Analysis (REFA) should be used when the sample is small (fewer than 50) to produce 
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more accurate estimates. However, in more recent research Jung (2013) concluded that if the 

number of expected factors was small, using the un-weighted least squares method was 

recommended (Jung, 2013; Úbeda & Llorente, 2014).  

There were four samples at Stage Five of this research and two of them have fewer than fifty 

samples. Consequently, un-weighted least squares factor analysis was used for analysing CA 

firms that provided external auditing and the SME managers’ who received taxation services.  

When the sample size was larger than 50, the maximum likelihood factor was used (Duff, 

2009). This approach assumed that the data were coming from a population having a 

multivariate normal distribution (Hair et al., 2010). As a result, this method was used for 

analysing the CA firms’ sample who provided taxation services and SME managers’ who 

received audit services. 

In order to achieve the objectives of Stage Five of the study, as recommended by Hair et al. 

(2010) three tests were conducted for all the samples:  

a) Singularity: was the extreme case of multicollinearity, and this could show the 

researcher any errors. So, if any correlation between criteria (factors) was more than 

0.8, it should be removed from the analysis and the results. There were no two criteria 

with multicollinearity in this research so no criterion elimination was necessary, 

b) Kaise-Meyer-Olkin (KMO) tests for sampling adequacy in which the value of KMO 

should be at least 0.5. Tables extracted from SPSS 22 for each topic are provided later 

in the chapter), and  

c) Bartlett’s test compared the sample correlation matrix to an identity matrix (a matric 

with 1.0 on the principal diagonal and zeros for all other correlations). The result of 

this test should be significant (Gray & Kinnear, 2012). Tables extracted from SPSS 22 

for each topic are provided later in the chapter. 

It was recommended in the literature that factor loading of more than 0.5 or less than -0.5 on 

a particular factor should be considered in the factor matrix when trying to name the factor 

(Norris et al., 2012). After conducting the EFA on all 12 topics of this research, each of the 

newly grouped factors were detected and named, as explained more in the next chapter. 
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EFA for SMEs receiving external audit services 

As the total number of samples for SMEs receiving external audit services was greater than 

fifty, the maximum likelihood model was used, which maximised the differences between 

factors and provided a model fit estimate.  

Selecting a CA firm 

As illustrated in Table 5-15, the result of KMO and the Bartlett’s tests showed that the sample 

was adequate and statistically significant. However, only two factors were generated and 

there was only one criterion under each factor with a factor loading of more than 0.5. The 

result of this analysis did not decrease the number of criteria from five. 

Table 5-15: EFA results for selecting CA firm as an external auditor 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .572 

Bartlett's Test of Sphericity Approx. Chi-Square 25.690 

df 10 

Sig. .004 

Factor 1 2 

Ability to do the job on time .092 .411 

Being a Big 4 CA firm .165 .226 

Cost .278 .155 

Industry expertise .120 .891 

Referral from a trusted person .999 -.001 

Extraction method: Maximum likelihood 

 
 

Change or ratify the CA firm 

Although the result of KMO and Bartlett’s tests showed that the sample was adequate and 

statistically significant (see Table 5-16), only one factor was generated so no reduction in the 

number of criteria was made based on the result of EFA. 
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Table 5-16: EFA results for changing or ratifying a CA firm as an external auditor 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .783 

Bartlett's Test of 

Sphericity 

Approx. Chi-Square 157.159 

df 15 

Sig. .000 

Factor 1 

Change in location of business .651 

Shorter duration of audit field work done inside the organisation .584 

Cost .519 

Professional relationship .682 

CA firm's staff turnover .742 

Auditor retention .770 

Extraction method: Maximum likelihood 
 
 

Audit service quality 

The results of KMO and Bartlett’s tests (displayed in Table 5-17) showed that the sample was 

adequate and statistically significant. Two criteria were grouped under Factor 1, which had a 

factor loading of more than 0.5. As both of these criteria were somewhat about how CA firms 

managed their workloads, the researcher summarised them in one criterion and renamed 

them as timeliness and causing less disruption. Five other criteria were grouped under Factor 

2 with an acceptable loading factor. The researcher summarised them as having professional 

and experienced staff, industry expertise and communication with client for understanding 

the business as one criterion and named them as having professional/experienced/ industry 

expert staff who communicate to understand the client’s business. As a result, the total 

numbers of criteria were reduced from twelve criteria to nine.  
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Table 5-17: EFA results for audit service quality from the perception of SMEs 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .827 

Bartlett's Test of 

Sphericity 

Approx. Chi-Square 355.761 

df 66 

Sig. .000 

Factor 1 2 3 

Being proactive and adding value .395 .483 .286 

Causing less disruption .999 -.005 .000 

Personal relationship .484 .164 .223 

Having offices around the world .331 .206 .239 

Having professional and experienced staff .307 .620 .000 

Helping during hard times .386 .372 .328 

Industry expertise .120 .588 .331 

Keeping clients updated about new regulations .271 .637 .001 

CA firm's low staff turnover .473 .253 -.005 

Communication with client for understanding the business .427 .720 -.113 

Timeliness .513 .604 -.360 

Regular communication with CEO and board members .470 .460 .255 

Extraction method: Maximum likelihood 
 

5.4.3 EFA for SMEs receiving taxation services 

As shown previously, the total number of samples for SMEs receiving taxation services was 

fewer than fifty, so the un-weighted least squares model was used. 

Selecting a CA firm  

Questions about income and tax were sensitive questions, which produced a lower response 

rate (Tourangeau, 2007). Hence, as shown in Table 5-18, the result of the KMO test did not 

show that the sample was adequate and so EFA was not used for this topic. However, as both 

criteria about the size of the CA firm had exactly the same means, the researcher put them 

together as the same criterion and named them as size of the CA firm. As a result, the final 

number of criteria was reduced from six to five. 
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Table 5-18: EFA results for selecting a CA firm for taxation services 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .461 

Bartlett's Test of 

Sphericity 

Approx. Chi-Square 33.865 

df 15 

Sig. .004 

 
Change or ratify the CA firm 

As a result of KMO and Bartlett’s tests illustrated in Table 5-19, the sample was adequate but 

EFA was not used as only one factor was created. Consequently, the EFA result was not useful 

for reducing the number of criteria. 

Table 5-19: EFA results for change or to ratify the CA firm for taxation services 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .558 

Bartlett's Test of Sphericity Approx. Chi-Square 20.479 

Df 6 

Sig. .002 

Factor 1 

Cost .972 

Quality of CA firm's one-on-one personal services .988 

Asking managers' opinions .876 

Good relationship .977 

Extraction method: Un-weighted least squares 

 
Taxation service quality 

 Table 5-20 displays the results of KMO and Bartlett’s tests in which the sample was adequate 

and statistically significant. There were five criteria which were grouped under Factor 1 and all 

had a factor loading of more than 0.5. As three of them can be regrouped (highlighted in 

Table 5-20), the researcher put them together in one criterion and named them as 

accessibility, timeliness and responsiveness. As a result, the total numbers of criteria were 

reduced from ten to eight. 
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Table 5-20: EFA results for taxation service quality from the perception of the SMEs 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .606   

Bartlett's Test of 

Sphericity 

Approx. Chi-Square 131.019   

df 45   

Sig. .000   

Factor 1 2 3 

Ability to explain .767 -.147 -.430 

Being accessible .872 -.237 -.145 

Competent staff .564 -.135 .160 

Having offices around the world .110 -.073 .336 

Helping us in the rough times .409 .496 -.065 

Keeping us on track .397 .852 -.007 

Responsiveness .839 -.053 -.065 

Not selecting inexperienced staff for doing the work .493 -.138 .549 

Not being a Big 4 CA firm .492 .214 .282 

Timeliness .558 -.235 .008 

Extraction method: Un-weighted least squares 

 

EFA for CA firms providing external audit services 

Similar to the sample of SMEs receiving taxation services, the total number of CA firms 

providing external audit services was lower than fifty. As a result, an un-weighted least 

squares model was used. 

 
The results of KMO and Bartlett’s tests (displayed in Table 5-21) showed that the sample was 

adequate and statistically significant. Three criteria: 1) past failure of SME directors; 2) risk of 

insolvency of the client; and 3) reputation of the client, were considered as one factor in the 

factor matrix. As a result, they were put into one group and renamed them as negative effects 

of future or past failure of client and its reputation on the CA firm; this reduced the number of 

criteria from nine to seven. 
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Table 5-21: EFA results for accepting a new SME client to provide external auditing services 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .539 

Bartlett's Test of Sphericity Approx. Chi-Square 50.612 

df 36 

Sig. .054 

Factor 1 2 3 4 

Attitude toward success .026 .941 .217 .263 

Client's ability to pay the fee .358 -.345 .667 .036 

Your CA firm capacity -.184 -.107 .471 -.010 

Client industry .032 .068 .299 -.359 

Past failure of SME directors .604 .037 -.014 -.091 

Personal feeling about the new client .300 .078 .336 .177 

Risk of insolvency of the client .835 -.237 -.224 .445 

Propensity to actively engage with CA firm advice .245 .105 .048 .226 

Reputation .793 .256 -.107 -.549 

Extraction method: Un-weighted least squares 
 

 

Resignation or ratification of the client  

As a result of KMO and Bartlett’s tests shown in Table 5-22, the sample was adequate and 

statistically significant. The factor matrix showed that the three criteria of complying with the 

tax regulations, continuing integrity and fraud were grouped under one factor. As these three 

criteria can be considered as one, they were named them as client compliance, integrity and 

avoiding fraud. The total number of criteria was then reduced from nine to seven. 

  



97 
 

Table 5-22: EFA results for resignation or ratification as an external auditor 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .572 

Bartlett's Test of 

Sphericity 

Approx. Chi-Square 58.749 

Df 36 

Sig. .010 

Factor 1 2 3 4 

Open to accept suggestions – making improvement .351 .091 .131 .064 

Being profitable for your CA firm -.048 .079 .102 .714 

Changes in the ownership of the SME .452 .843 -.293 -.066 

Client being unhappy about fee .101 .205 .586 -.069 

Complying with the tax regulations .586 -.370 .020 -.141 

Continuing integrity .836 -.321 -.410 .174 

Fraud .706 .193 .301 .063 

Lack of cooperation with audit team .423 -.215 .350 -.013 

Risk of future going concern .422 .026 .007 -.128 

Extraction method: Un-weighted least squares 

 
 

Audit service quality 

The result of KMO and Bartlett’s tests (summarised in Table 5-23) showed that the sample 

was adequate and statistically significant. Six criteria were grouped under one factor with a 

factor loading of more than 0.5. Three of them were similar (highlighted in Table 5-23) so they 

were regrouped as communication, responsiveness, timeliness and no surprises. As a result, 

number of criteria was reduced from ten to eight. 
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Table 5-23: EFA results for audit service quality from the perception of the CA firms 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .678 

Bartlett's Test of 

Sphericity 

Approx. Chi-Square 137.999 

df 45 

Sig. .000 

Factor 1 2 3 

Good communication and not causing any surprises .725 -.228 -.665 

Staff tenure in audit team .577 -.579 .363 

Depth of business support .462 -.467 -.098 

Making clients confident about quality .739 .088 .006 

More involvement of CA firm's partners .483 -.324 .099 

No additional billing from the agreed fee .232 .228 .155 

Pro-activeness (updating clients about recent changes) .675 -.030 .300 

Good rapport with client .477 .483 .216 

Responsiveness .614 .607 -.149 

Timeliness .755 .226 .021 

Extraction method: Un-weighted least squares 
 

 

EFA for CA firms providing taxation services 

Similar to the sample of SMEs receiving external audit services, the sample size for CA firms 

providing taxation services was more than fifty; consequently, the maximum likelihood model 

for EFA was used. 

Accepting a new client 

Table 5-24 shows the results of the KMO and Bartlett’s tests, which demonstrated that the 

sample was adequate and statistically significant. The result of the factor analysis showed two 

factors generated in which one had more than one criterion. Personal feelings about the new 

client and pro-activeness and planning were in the same factor with a factor loading of more 

than 0.5. One of these two criteria was about how the CA firm manager saw the client and 

one was about how the SME would work and plan towards what that CA firm was requiring. 

As a result, the researcher decided not to merge them and create a new criterion using these 

two criteria. 
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Table 5-24: EFA results for accepting a new SME client for taxation services 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .698 

Bartlett's Test of 

Sphericity 

Approx. Chi-Square 173.232 

df 28 

Sig. .000 

Factor 1 2 

Client's ability to pay the fee .999 -.001 

Client not only looking for tax return but also range of services .223 .497 

Client industry .095 .413 

Personal feeling about the new client .143 .509 

Pro-activeness and planning .047 .692 

Reason for changing accountant .341 .370 

Referral from good clients .029 .420 

Risk of future going concern .357 .365 

Extraction method: Maximum likelihood 
 

Resignation or ratification of the client 

Table 5-25 summarises the result of KMO and Bartlett’s tests, showing that the sample was 

adequate and statistically significant. The factor matrix showed that paying the fee on time 

and the client being happy with the fee can create a new criterion. As these two criteria were 

both similar (fee-related), the researcher renamed them as client ability and willingness to 

pay the fee, reducing the number of criteria from five to four. 

 
Table 5-25: EFA results for the resignation or ratification of the client for taxation services 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .624 

Bartlett's Test of 

Sphericity 

Approx. Chi-Square 88.496 

df 10 

Sig. .000 

Factor 1 2 

Paying fee on time .817 -.138 

Client being happy with fee .616 -.177 

Major disagreement .230 .468 

Client being able and willing to provide info .478 .368 

Unacceptable changes in the client board's strategies .239 .394 

Extraction method: Maximum likelihood 
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Taxation service quality 

The result of KMO and Bartlett’s tests showed that the sample was adequate and statistically 

significant (displayed in Table 5-26). The result of the factor matrix showed four factors were 

generated in which two had more than one criterion and with a factor loading of 0.5 or 

higher. Six criteria of communication, friendly staff, open door policy, good personal 

relationship, pro-activeness and good rapport were in one group. The researcher renamed 

them as CA firm-client nonprofessional relationship. Three other criteria of pro-activeness, 

timeliness and understanding SME’s business were also put into one group and renamed 

professional competency of CA firm. As a result, the numbers of criteria were reduced from 

twelve to six. 

Table 5-26: EFA results for taxation service quality from the perception of the CA firms 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .824 

Bartlett's Test of 

Sphericity 

Approx. Chi-Square 740.614 

df 66 

Sig. .000 

Factor 1 2 3 4 

Accessibility .448 .270 .054 .532 

Communication .460 .549 -.130 .436 

Friendly staff .246 .529 .216 .271 

No additional billing from the agreed fee .108 .278 .408 .143 

Considering staff gender allocation to clients .055 .127 .789 -.052 

Open door policy .289 .576 .244 -.009 

Good personal relationship .298 .795 -.028 -.201 

Pro-activeness .501 .610 -.009 -.120 

Good rapport with client .346 .783 -.135 -.153 

Stability of staff .494 .191 .232 -.172 

Timeliness .999 -.005 .000 -.001 

Understanding their business .529 .425 -.212 -.026 

Extraction method: Maximum likelihood 
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5.5 Chapter summary 

This chapter explained the steps involved in further testing the two lists of criteria for the CA 

firms and the SMEs. Two different series of questionnaires were created in Qualtrics software 

and emailed to both the CA firms and SMEs populations in the study. The results were further 

analysed using statistical packages to put the criteria in order of importance and Exploratory 

Factor Analysis was used to reduce the number of criteria from 96 to 77. The final result of 

this step is explained in the next chapter and then makes recommendations for common 

practices. 
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1- How do SME managers perceive the processes of the CA firms’ selection, change and 

ratification? 

2- How do the CA firms perceive the processes of client acceptance, resignation and 

retention in the SMEs taxation and audit market?  

There were three sub-questions to answer for each of the above questions, which are 

explained in this chapter and comparison were then made between the results of this 

research and the existing background information. Also provided were recommendations 

according to the final results to make it clearer for both sides of this relationship of know how 

to make better decisions toward each other.  

6.2.1 CA firm selection 

Research Question 1.1 related to CA firm selection, and asked: “What criteria do SME 

managers consider relevant when selecting their CA firms for taxation and audit services for 

the first time?” (Before practice). After analysing the qualitative data from Stage Three and 

the quantitative data from Stage Five, ten nodes were generated (Table 6-1) as the criteria 

that SME managers considered when selecting their CA firms: 

Table 6-1: Criteria for selecting a CA firm 

Taxation services External audit 

Having a range of expertise Ability to do the job on time 

Industry expertise Cost 

Positive feedback from IRD about the CA 
firm 

Industry expertise 

Referral from similar company Referral from a trusted person 

Size of the CA firm Being a Big 4 CA firm 

 

When analysing the qualitative and quantitative data obtained from the previous stages, it 

was found that SME managers considered industry expertise an important criterion in both 

taxation and audit services as well as the CA firm being referred to them by other trusted 

people/organisations and the size of the CA firm.  

The industry expertise of the CA firm was also considered as a criterion for selecting a CA firm 

by effective audit committees in Abbott and Parker's (2000) research. SME managers believed 

that the more experience CA firms have in their industry, the better services they can provide. 
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For example, participant AA in Stage Three mentioned five years as the time needed to gain 

the expertise they required.  

Referral from a similar company or person arose from trusting someone else when managers 

did not have enough knowledge in an area. A manager might trust a partner in a CA firm 

because they have worked with them in the past (as participant Y in Stage Three did) so that 

CA firm will be selected, or having some discussion with other organisations to see who they 

worked with (which CA firm) and concluded that if they were happy with that CA firm, it was a 

good choice; as participant AC mentioned. This criterion was not high on the list, which meant 

that there were some more important things to consider before trusting someone else. This 

criterion was called by a different name in the literature. Sands and Mcphail (2003) 

recognised this criterion as ‘Image’ alongside with some other criteria that were effective 

when selecting a CA firm. 

Having a range of expertise was on the top of the list for taxation services as clients believed 

that it can be helpful to them if they also needed to receive other services. However, as there 

has been little research conducted on taxation services, the researcher was not able to find 

any similar results in the literature.  

Positive feedback from the IRD was something more New Zealand-specific. As a result, the 

researcher could not find a similar result in the previous literature. Participant U who 

mentioned this criterion believed that the IRD might know something about the candidate CA 

firm that he/she did not know, so speaking with them can be helpful. IRD can be considered 

as a stakeholder of the SME and the only one that is mentioned for CA firms’ selection 

The ability of the auditor to do the job on time was at the top of the auditor selection list, and 

as Krell (2006) described, it was important to the CFOs and audit committees to receive timely 

responses from their auditors. This criterion being on the top of the list might be an indication 

of a problem in the New Zealand audit market, that auditors were not driving the timetable of 

the audit properly. One of the participants in Stage Five mentioned in the ‘Any Other 

Comments’ section that they found it difficult when they had to drive the timeliness of the 

audit process as this distracted them from the value of the CA firm’s services. 



105 
 

Cost was one of the criteria not included in the list of criteria for selecting a CA firm for 

taxation services but was ranked second for audit services. This might indicate that SME 

managers considered audit services more as a commodity affected by price, whereas taxation 

services can be provided in different ways by various CA firms. As explained by Sands and 

Mcphail (2003), cost or level of the audit fee, as called in their research, was the fourth 

criteria for auditor selection in Australian listed companies. Also, in other research conducted 

in Malta, Baldacchino and Cardona (2011) explained that clients did not rank the audit fee as 

one of the top influential factors. It seemed that both the previous literature and this research 

were indicating that cost was important when selecting a CA firm but not crucial. One of the 

Stage Five participants in the comments section explained that when they wanted to change 

their auditor, they received a range of quotes from small to large firms and chose one of the 

Big 4 firms who offered them a competitive (not the lowest) quote. This leads to the next 

criterion; the size of the CA firm. 

The size of the audit firm was at the bottom of the priority list. Managers expressed in both 

the interviews and questionnaires that CA firms did not need to be one of the Big 4 or an 

international firm. They just needed to be competent. This result agreed with Bar-Yosef and 

Livnat (1984) who explained that when managers of companies were optimistic about their 

firms’ cash flows there will be a higher possibility of selecting a Big CA firm as their auditor. In 

research conducted on Croatian Listed Companies by Aljinovic Barak, Sodan, and Vuko (2011), 

size was also considered as a criterion for selecting a CA firm as the external auditor. The size 

of the CA firm was mentioned differently in this research for taxation and audit services. For 

audits, some participants preferred larger CA firms but for taxation services, participants 

preferred local business to receive more personalised service. The reason is that SME 

managers prefer bigger CA firms for conducting external audit to increase the reliability of 

financial statements for external funding but it is not the case for taxation services. 

It was helpful to compare two sides of this ecosystem separately; i.e. what were the 

similarities between what CA firms considered when accepting a new SME client to what SME 

managers considered when selecting a CA firm. CA firms also considered the new client’s 

industry for both the taxation and audit market and recognised cost as an important factor, 

only for audit services but not for taxation services. This might be another reason for audit 

services being regarded as a commodity, unlike taxation services. 
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Recommendations for this research question concentrated more on the expertise, timeliness 

and costs to cover the majority of the expectations from CA firms.  

 

Recommendations: 

1- CA firms should try to increase their industry expertise and communicate this expertise to 

their potential clients to convince them that they are the best candidate for the job, and so 

gain more clients, 

2- CA firms should build a good relationship with their current clients and the IRD, which helps 

them by giving referrals to potential new clients, 

3- Considering the expectations of the market, CA firms should consider whether it is in their 

best interest to keep the size of their CA firm small (not merging with other CA firms) or to 

try to get bigger by new mergers over time as this can be a ‘double-edged sword’, 

4- Finally, ensure that the best price has been offered as a quote to the potential clients and 

show some indication that the CA firm is willing to manage a convenient timetable.  

6.2.2 Service quality from the perception of SME managers 

Research Question 1.2 is about service quality from the perception of SME managers which 

asked: “How do SME managers perceive service quality for taxation and audit services?” 

(Practice). Part of the results of this mixed method research were about the characteristics of 

good service quality from the perception of SME managers; as presented in Table 6-2. These 

results were used for giving recommendations to CA firms and they were compared with what 

CA firms believed as the characteristics of good service quality, in Section 6-2-5. 

Table 6-2: Criteria for service quality – SME managers’ perceptions 

Taxation services External audit 

Competent staff Timeliness and causing less disruption 

Ability to explain 

Having professional/experienced/industry 
expert staff who communicate to understand 
clients business 

Accessibility, timeliness and responsiveness Being proactive and adding value 

Not selecting inexperienced staff for doing 
the work 

Keeping clients updated about new 
regulations 

Regular communication with CEO and board 
members 
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Taxation services External audit 

Keeping us on track Personal relationship 

Helping us in the rough times Helping during hard times 

Not being a Big 4 CA firm CA firm's low staff turnover 

Having offices around the world Having offices around the world 
 

Experience and competency of staff was considered in three of the characteristics, which 

showed how important the issue was for the clients and how they also preferred a low staff 

turnover in their audit teams.  This result was consistent with much of the previous literature 

conducted in different countries (Boon et al., 2008; Duff, 2004) and was even considered for 

measuring audit quality by some researchers (Chen, Hsu, Huang, & Yang, 2013). Managers 

believed that when an audit team first started working in their organisation, it took a lot of 

time from both sides to educate the team about that organisation and, if their team changed 

the next year, they needed to go through the whole process again. This was usually the result 

of staff turnover in the CA firms so managers believed that low staff turnover was a criterion 

of good service quality.  

Mutual service quality characteristics between taxation and audit services were: 1) helping 

clients during hard times; 2) having offices around the world; and 3) keeping clients updated 

about new changes. Jaffar, Ali, Selamat, and Alias (2005) also indicated in their research that it 

was important for clients to be informed about new accounting and financial reporting 

standards and regulations by their auditor. The researcher could not find any research with 

similar results about the other criteria as all three were somehow related to the size of the 

organisation. When SMEs faced serious issues, they were more dependent on external 

resources, so they needed to receive updates regularly and CA firms with international offices 

can help the SME to consider its expansion with more confidence.    

When a CA firm had offices or a relationship with other CA firms around the world, it can be 

helpful for their clients in many ways. For example, participant AD in Stage Three of the 

research mentioned that they have an operation in China and needed to have that operation 

audited as well. Their external auditor has an office in China and this helped them to have the 

audit conducted in their overseas office with no extra trouble. Another example would be 

when SME managers decided to expand their operation to other countries and, when their CA 

firm already had an office in that country, they can help them overcome many complicated 

international taxation issues. 
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One of the criteria of service quality not mentioned in the literature was about helping your 

client during hard times. What participants mentioned at Stage Three was when your CA 

helped you in a serious and urgent situation by receiving the undivided attention from the 

client manager or partner will increase loyalty towards that CA firm. 

Managers were not in favour of working with Big 4 CA firms for taxation services as they 

believed that they can get a better personalised service from small CA firms. There was a 

belief that when you contact a larger organisation like a big CA firm, you do not get the 

chance to have a discussion with the same person every time and you are transferred to the 

next available person whom you might not know. This was not an issue for small CA firms as 

each staff member usually worked with specific clients and all the communications for that 

client were forwarded to them.  

Clients expected that CA firms were able to explain technical tax issues to the clients in simple 

term so they can understand. One of the participants in the semi-structured interviews 

explained that she has to make the final decision about many issues and, even though it was 

not in her expertise, she liked to understand what the CA firm’s staff meant first before she 

can confidently make the final sign off.  

Timeliness was a mutual characteristic of service quality between taxation and audit services 

but with one difference. For taxation services, managers expected CA firms to be accessible 

and responsive but for audit services they just wanted auditors to keep to their timetable and 

cause little disruption. For example, Participant V mentioned that their accountant used to 

leave everything to the last minute, or even miss deadlines, and then try to fix the issue. 

Managers usually faced many deadlines each year and missing a deadline meant they were 

not managing their work load in a good manner. Consequently, they expected the same 

response from their CA firms. 

As auditors visit different organisations during the year, clients expected that CA firms would 

give them suggestions for improvement, but this was not expected from CA firms for taxation 

services. As mentioned previously, audit services have more the characteristics of a 

commodity so what can make them differentiated from what other competitors were 

providing was to go beyond the statutory requirements (as Participant W mentioned at Stage 

Three) and try to add value to their clients’ businesses. 
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Finally, personal relationships and regular communication with CEO and governance were 

important for clients but only when the CA firm was providing audit services and not for 

taxation. Behn et al.'s (1997) research also revealed that effective and ongoing interaction 

with the audit committee and the industry expertise of the CA firm were dimensions of audit 

quality that were consistent with the results of this research.  

However, in the extended literature, some other criteria were considered as characteristics of 

client satisfaction, such as satisfaction with audit team or audit fee, which was not the same 

in this research (Behn, Carcello, Hermanson, & Hermanson, 1999). 

Recommendations:  

1- CA firms should try to employ more competent staff with good experience in various 

industries and try to keep them as long as possible. It will take less time for SME managers 

to educate the team about their organisation and will leave a better impression about the 

CA firm. 

2- Considering the expectations of the clients in New Zealand, CA firms should try not to 

increase their size; instead, they should have partnerships around the world. New Zealand 

managers believed that a larger CA firm meant that the more they lose the personal touch 

with their clients. However, managers like to have the help if they decided to extend their 

activities to other countries.  

3- CA firms should ensure that they put in extra effort when their clients are facing hard times 

as it will increase their clients’ loyalty. 

4- CA firms should keep accurate timetables, try to be accessible for their clients, and not 

cause interruptions. Managers work on tight schedules and the last thing that they want 

are to be disrupted in their work by the CA firms. 

5- CA firms should keep good personal relationships with clients, keep in communication with 

the management, and try to explain issues to them in simple terms, 

6- CA firms should keep updating their clients about any changes and give them suggestions 

for improvement. Audit services are a commodity that needs to be differentiated, either by 

cost (which is not always possible), or by providing extra suggestions for improvements. 
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6.2.3 Changing or keeping CA firms 

Research Question 1.3 was about how SME managers kept or changed their CA firms: “What 

criteria do SME managers consider relevant when keeping or changing their CA firms for 

taxation and audit services?” (After practice). After receiving taxation or audit services by the 

CA firm, it will be time to make a decision about whether to keep or change the CA firm. Table 

6-3 lists the criteria that SME managers considered when they wanted to make these 

decisions: 

Table 6-3: Criteria for keeping or changing CA firms 

Taxation services External audit 

Good relationship 
Cost 

Professional relationship 

Quality of CA firm's one-on-one personal 
services 

Auditor retention 

Shorter duration of audit field work done 
inside the organisation 

Cost CA firm's staff turnover 

Asking managers' opinion Change in location of business 

 

Only some of the criteria are mutual between service quality and what was listed above, 

which meant that not all the service quality characteristics are useful in decision making 

about the future of the CA firm-SME relationship. Cost and the relationship between the CA 

firm and their clients were the same between taxation and audit services, and this can affect 

the decision of SME managers for keeping or changing the CA firm. Both of these criteria sat 

on the top of both lists, meaning that CA firms should pay specific attention to them. 

Cost was considered as the principal cause of audit change considerations in Beattie and 

Fearnley's (1995) research. Cost was not listed on any of the service quality characteristic lists 

which meant that SME managers considered it only when they wanted to decide about 

keeping or changing the CA firm and did not think of it during the time the services were 

being provided.  

SME managers believed that other managers of the SME will also be asked about keeping or 

changing the CA firm and they believed in one-on-one personal services for taxation. 

However, for audit services, SME managers liked to have almost the same audit team as in 

the previous year and for a shorter time period. They also mentioned that a change in the 
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location of the CA firm and routine retention of the auditor were two other criteria affecting 

their decision. 

As mentioned previously, there has been little research about taxation services or for audit 

services; the results of this research were different from other research. Mande and Son 

(2013) discovered that when a restatement happens in the financial statement, this will be a 

reason for changing the auditor and the stock market had positive views about this. 

Recommendations: 

1- CA firms should try to have a good personal and professional relationship with clients and 

keep their prices reasonable. 

2- CA firms should try to make a good impression not only on the people whom they directly 

work with in the SME, but also with the other SME managers. It will make continuing the 

contract with that client easier and cause less resistance. 

3- CA firms should try to select similar teams for their audit each year, for the same SMEs, and 

keep the audit time on site to the minimum. 

4- CA firms should avoid long distance changes in their location as it will make their clients 

think that the communication will be affected or the price will increase because it will be 

costlier to send a team to another city. 

Note: Auditor retention was not controlled by the CA firm but was driven by the SMEs’ 

internal policies. No recommendation has been made about this criterion.  

6.2.4 Client acceptance 

Research Question 2.1 is about accepting a new client by CA firms and asks: “What criteria do 

CA firms consider relevant in accepting SME clients for taxation and audit services?” (Before 

practice). When SME managers selected a CA firm, it was then the CA firm’s turn to make a 

decision about whether they wanted to accept that new client or not. The results of SME 

client acceptance are presented in Table 6-4: 
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Table 6-4: Criteria for accepting SME clients 

Taxation services External audit 

Client's ability to pay the fee Negative effects of future or past failure of 
client and its reputation on the CA firm Personal feeling about the new client 

Referral from good clients Client's ability to pay the fee 

Risk of future going concern Your CA firm capacity 

Client not only looking for tax return but also 
range of services 

Personal feeling about the new client 

Reason for changing accountant 
Propensity to actively engage with CA firm 
advice 

Pro-activeness and planning Client industry 

Client industry Attitude toward success 

 

For both taxation and audit services, it was important for CA firms that their new client can 

pay their fee, the industry of the new client, the partners’ personal feeling about the new 

client, whether the new client was facing any ongoing issues of concern or if the 

directors/owners have experienced a business failure, as this might affect the reputation of 

the CA firm.  

During the interviews at Stage Two, one of the Big 4 partners in Christchurch mentioned that 

the biggest risk for a CA firm, specifically for a larger CA firm, was to accept a client who was 

going to fail in the future. He mentioned that a company’s liquidation was usually followed by 

negative media interest and this will affect the CA firms’ reputation. CA firms were known by 

their clients; as a result what sort of clients they accepted or and not accepting clients with 

unknown boards of director members a necessity.  

CA firms for profit entities and, as the results of this research demonstrated, the clients’ 

ability to pay the fee was on the top of both lists. CA firm partners have to ensure that their 

services not going to be left unpaid as this will affect their performance in the future. One of 

the participants in the survey mentioned in the comments section that even if a client was a 

slow payer, but took the effort to pay in the future, it was fine by them. 

Similar to what SMEs considered when selecting a CA firm, the partners of CA firms were 

interested in having clients who fit into their area of expertise. This will make providing the 

services required from them easier so SMEs will find them more suited for the job and even 

increase the reputation of the CA firm as being an expert in that industry. However, there 

were some industries that CA firms tried to stay away from, like the gambling industry or 
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pornography. A Big 4 CA firm partner in Auckland mentioned in Stage Three that they have an 

international policy that they should stay away from industries with a bad reputation to 

protect their own brand. 

During many years of working in the accounting market, partners developed skills on how to 

evaluate peoples’ characteristics and who were the right people to have business interactions 

with. A criterion called ‘Personal feeling about the new client’ resulted from that sort of CA 

firm partners’ skills. For example, participant T explained to the researcher that in the first 

meeting with their new client, they spent some time with this client, talked about each 

other’s hobbies, family values and other general business. During this time the CA firm’s 

partner tried to understand if the new client was honest and straight forward. If so, this 

criterion will be ticked and it was more likely for the CA firm to accept this new client. 

As audit services were more time consuming than taxation services, CA firms take into 

account their own capacity for undertaking the job. If a client wanted a job to be finished 

urgently in the busy time of the year, the chances of them being accepted as a new client 

decreased.  

For taxation services, it was important who referred the client to them. ‘Word of mouth’ was 

repeated several times by participants about how their new clients approached them. It was 

also a preferred criterion for selecting a new CA firm by SME managers as it showed that the 

chances were very high for both sides of this ecosystem finding each other when there was a 

trusted person making the connection for them. 

CA firms preferred to have clients who not only provided taxation services but also a range of 

other services as well. No matter what kind of services SMEs were looking for CA firms 

needed to develop some understanding of their businesses. Consequently, when clients were 

only looking for simple and short term work, it might not be tempting enough for the CA firm 

and might not even be cost benefit to accept them.  

There were other incentives for CA firms to accept a new client; their willingness to follow the 

CA firm’s advice, being pro-active and planning ahead, and having the right attitude towards 

success. All these criteria helped CA firms stay motivated and help their clients before it 

became too late. 
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Furthermore, for taxation services, it was important that CA firms knew who the previous 

accountant of the SME was and why they decided to change them. CA firms did not want to 

take on any new client who did not give a reasonable explanation about why they wanted to 

change their accountant as this will damage the CA firm’s reputation. Furthermore, as 

explained by Prendergast (2007), changing the accountant might be a red flag that the 

potential client was opinion shopping. 

It was crucial to know what other researchers had discovered before accepting a new client. 

Hardy and Deppe (1992) explained some of the criteria that CA firms should consider when 

accepting a new client. They considered professional fees, including the client’s ability to pay 

the fee and technical competency in the industry that the client was active in were two 

criteria that should be considered; they were on both lists in this research. They also 

considered the relationship with the previous accountant as a criterion; this was quite similar 

to the reason for changing the accountant for taxation services in this research.  

Raspante (2005) explained in an article that they were three main criteria in the client 

acceptance process. From this research, these three criteria were the clients’ ability to pay 

the fee, personal feeling about the new client and the CA firm’s capacity. The client’s ability to 

pay the fee was on the top of the list for taxation services and second on the list for audit 

services in this research. 

 Johnstone and Bedard (2003) and Laux and Newman (2010) explained that clients’ level of 

risk and going concern can affect the CA firm’s decision about them but this can be 

moderated by assigning specialist personnel. This agreed with the risk of future going concern 

in the taxation list and the reputation of the SME in the audit list in this research. 

Recommendations: 

1- SMEs should keep a good credit record to convince the CA firms that they can pay for 

services received. 

2- SME managers should show a right attitude towards suggestions received from the CA 

firms at the first meeting, being pro-active, planning ahead and showing their willingness 

to become successful. 

3- For taxation services, SMEs should not change their CA firms for no valid reason because it 

will affect the CA firm’s opinion about them. 
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4- SME managers should do their best to avoid failure as it will affect their current CA firm and 

the chance of having a good CA firm as their auditor or for taxation services in the future. 

5- Leaving a good first impression for both taxation and audit services and being referred for 

taxation services by SME managers is important. 

6- SME managers should select from CA firms who have experience in the same industry as 

the CA firm and have the capacity for doing the work. 

7- Instead of going to different CA firms for different services, SME managers should try to go 

to one CA firm for all the services they needed as it will help CA firms to accept the client 

more easily. 

 

6.2.5 Service quality from the perception of CA firms 

The perception of CA firms about service quality was explored by answering Research 

Question 2.2: “How do CA firms perceive service quality related to SME clients for taxation 

and audit services?” (Practice). The researcher did not provide any suggestions based on the 

answers to this question because what CA firms believed as the characteristics of good service 

quality were their own perceptions and not what the SMEs actually believed. All the 

suggestions were provided in Section 6.2.2 to help CA firms improve their service quality. 

What was intended here was to provide a comparison between what was known as important 

by CA firms and what was actually important for SME managers, as provided in Table 6-2. In 

Table 6-5, characteristics of service quality in the perception of CA firms are listed: 

Table 6-5: Criteria for service quality – CA firms’ perception 

Taxation services External audit 

CA firm-client nonprofessional relationship 
Communication, responsiveness, timeliness 
and no surprises 

Accessibility Good rapport with client 

Professional competency of CA firm Making clients confident about quality 

Stability of staff 
Pro-activeness (updating clients about recent 
changes) 

No additional billing from the agreed fee 
Staff tenure in audit team 

Depth of business support 

Considering staff gender allocation to clients 
More involvement of CA firm's partners 

No additional billing from the agreed fee 
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The only the same criteria between taxation and audit services were staff tenure (stability) 

and the fact that CA firms believed their clients did not like to receive any invoice that was 

more than what was agreed on at the beginning. Audit staff stability was not known as a flaw 

in the quality in other research as they believed that frequent staff changes can improve the 

quality (Butcher, Harrison, & Ross, 2013). In contrast, Meier and Fuglister (1992) ranked the 

continuity of the audit team as one of the most important criteria for service quality.  

It was a common belief among CA firms that for taxation services clients liked competent CA 

firms that have good non-professional relationships with their clients and were accessible. 

Participant N mentioned in the semi-structured interviews that “personality accounts for a 

lot” and it was necessary to have a good personal relationship with the clients to keep them in 

the future. Finally, CA firms should take the staff gender allocation to the clients into account. 

This criterion was at the bottom of the list, which meant that it had the lowest priority but 

was still important. What participant T, a sole practitioner in Christchurch, mentioned was 

that he preferred not to allocate female staff to female clients as, in his experience, it might 

cause some issues.  

As auditors have knowledge about changes in accounting standards and regulations, clients 

expected them to be pro-active and update them about these new changes. In research not 

designed for indicating characteristics of service quality, Butcher et al. (2013) used 48 criteria 

for measuring quality and frequent communication with management and audit committee 

and being proactive were two that were similar to the results of this research. The fact that 

SMEs did not have access to the professional staff market as larger organisations made them 

more vulnerable to the new changes as they might not even know about them until it was too 

late. This will increase the expectations from CA firms to be proactive, have a good 

communication with their clients and let them know about any changes in standards and 

regulations.  

When CA firms were appointed as external auditors, it was expected that they would 

communicate properly, and do their jobs on time with no surprises. The last thing that a 

manager in a small or medium sized organisation expected was to hear from their external 

auditors after weeks, and close to their deadline, that a change needed to be made and it will 

cause some delay.  
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Going back to the first meeting with the CA firm, all the negotiations were undertaken 

between partners and managers. So, the decision of whether to select that CA firm or not was 

made based on the initial meeting and from talking to the partners. What CA firms mentioned 

in this research was that SME manager preferred partners to be involved in the audit. 

Finally, as auditing was a professional service in which its quality was not easily observable, 

CA firms believed that they should make their clients confident about their quality of work. It 

was effective to have some discussions with SME managers to explain to them what had been 

done so far and to make it clear that the CA firm had done everything necessary in their 

duties and that the quality of work had been kept high. The CA firm being competent, 

accessible and keeping a good non-professional relationship with the SME were also 

considered as important criteria for taxation services. 

How many of the characteristics above were the same between the perception of SME 

managers and CA firms? Or how much similarity was there between what CA firms believed 

was important for their clients and what SME managers expressed as important for them. For 

taxation services, there were only two similarities: both CA firms and SME managers believed 

that the accessibility of the CA firm and competency of its staff were important for having 

good service quality.  

The researcher could find more similarities between these characteristics for audit services. 

Both sides of this market believed that auditors should be timely, cause little disruption, be 

proactive and add value, have staff tenure and update clients about changes. What CA firms 

did not mention, as they did not know it was important for their clients, was that SME 

managers liked CA firms to keep a regular communication with the SME managers, keep a 

good personal relationship with them and help them during hard times, have offices around 

the world, and have professional/experienced/industry expert staff who were willing to 

understand the client’s business. 

6.2.6 Resigning or keeping SME clients 

Research Question 2.3 was about how CA firms make decisions about the future of their 

relationship and ask: “What criteria do auditors consider relevant in resigning or keeping their 

SME clients for taxation and audit services?” (After practice). The answer to this question will 
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shed light upon the criteria that CA firms used when deciding to continue providing services 

for their client or resigning from their current or future contracts. Some of these criteria might 

be the same as the service quality characteristic but only the criteria in Table 6-6 below were 

expressed as affecting the CA firms’ decision.  

Table 6-6: Criteria for resigning or keeping SME clients 

Taxation services External audit 

Client being able and willing to provide info 

Lack of cooperation with audit team 

Client compliance, integrity and avoiding 
fraud 

Major disagreement Risk of future going concern 

Client ability and willingness to pay the fee 
Open to accept suggestions – making 
improvement 

Being profitable for your CA firm 

Unacceptable changes in the client board's 
strategies 

Changes in the ownership of the SME 

Client being unhappy about fee 

 

On the top of both lists was a criterion about the cooperation of the client with the CA firm. 

This meant that no matter what kind of services CA firms provide, if the clients were not 

helping with it, this might make the CA firm not continue with the job anymore. As participant 

O mentioned in the semi-structured interviews, some clients have a mental block about 

providing information to any external party. This made the job much harder and might affect 

the reputation of the CA firm as they will not be able to finish the job on time.  

Other two mutual criteria were about: 1) clients’ ability and being happy about the fee; and                 

2) change in the ownership and governance of the SME. When CA firms made the initial 

decision about accepting a new SME client, they considered governance and all other aspects, 

provided a quote that, if accepted, started the new relationship. However, both sides of this 

ecosystem might change their minds over time. The CA firm might not be happy with the new 

board members or trustees who joined the SME after their initial engagement; and the SME 

manager might not be happy with the fee as they thought the cost should have been lower. 

Hence, the result of this mixed methodology research showed that both these criteria might 

cause a CA firm to resign from the job. 

A criterion that was only considered for taxation services was a major disagreement between 

the CA firm and the SME client. This criterion was usually considered relevant for audit 
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services and not for taxation services. The reason might be because of the higher complexity 

of the audit services. If there was a major disagreement with the auditors SMEs needed to 

have the expertise in-house to adopt a specific accounting policy, which might favour the 

SMEs, but the auditors believed that the appropriate accounting policy had not been applied. 

For taxation it was simpler; paying less tax always in favour of SMEs. As a result, discussions 

between the two parties were usually about deductible expenses and the timing of 

recognising revenue. That might be why CA firms believed that they might resign because of a 

major disagreement with the SME for taxation services and not for audit services. 

There were three criteria that were only for audit services. Auditors were concerned about 

their clients’ compliance, integrity and risk of fraud and other ongoing concerns. All these 

concerns usually affected the reputation of the CA firms. Participants mentioned in Stage 

Three that they had cases where the external auditor resigned because the client was no 

longer able to continue its operation or was at risk of fraud.  

Financial distress is known as a reason for dismissal of a client by CA firms in J. Krishnan  

Krishnan's (1997) research, which was similar to what was recognised as an ongoing concern 

in this research. They also explained that CA firms of listed companies tried to adjust their 

portfolios to lower their risk of litigation. Shu's (2000) research also supported the relevance 

of increases in clients’ legal exposure to auditors’ resignations, which was similar to the ‘client 

compliance, integrity and avoiding fraud’ criterion in this research. 

Auditors also preferred to continue contracts with the clients were open to making 

improvements and were profitable for the CA firm. These two criteria can influence each 

other to some extent. When clients followed CA firms’ suggestions to make improvements, it 

would make their accounting operations more effective and conducting the contract easier 

for the CA firm, and more profitable. It must be considered that the client being profitable for 

the CA firm was usually more relevant to CA firms that charged their clients based on a fixed 

amount. Charging clients based on the actual hours worked might solve the profitability issue, 

but will increase the possibility of clients becoming unhappy with the fee. 

The American Institute of Certified Public Accountants (AICPA) provided a standard Excel 

template that helped in ranking clients and was based on six key areas that can affect 

whether the CA firm kept the client or resigned from the contract (Koziel, 2008). Three of the 
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criteria in this list were quite similar to the results of this research: lack of cooperation with 

the audit team, which was known as client satisfaction in their spreadsheet, client 

compliance, integrity and avoiding fraud, and ongoing concern about risk, which was known 

as job risk. 

Weston (2013) explained seven characteristics of bad clients that CA firms should consider 

firing, and this supported some of the criteria mentioned above. These criteria were: open to 

accepting suggestions (follow advice), the client’s ability and willingness to pay the fee (not 

complaining about fee), and cooperation with the audit team (not being abusive to staff).  

Before explaining the recommendations in this section, there might be a question in the SME 

managers’ mind that needed to be answered: “There are many different CA firms that can do 

the job we need, so why should we be concerned with not letting our CA firm resign?” As 

indicated in Section 6.2.4, the reason for changing the accounting firm was one of the criteria 

considered by CA firms when accepting a new client. If the next CA firm asked this question, 

then the answer might cause the SME to provide more information about themselves, like not 

being happy with the fee, their ongoing concerns or difficulties or many other issues, which 

were considered as the criteria affecting on the next CA firm’s decision. As a result, this will 

make the next CA firm decisions very hard or they might accept the job with a higher fee. 

Recommendations: 

1- SMEs should cooperate with the CA firm and avoid any unreasonable disagreement, 

2- SMEs should consider the fee before the start of the contract to avoid any subsequent 

issues about it. 

3- SMEs should take into account who their new board members/partners are and what kind 

of strategies they are going to have in the future as it might make the CA firm unwilling to 

continue to provide services to the SME. 

4- SMEs should comply with regulations, continue to work with integrity and have good 

internal controls in place to prevent fraud and reduce risks, as these combined criteria are 

the main reason for releasing the CA firm from the contract. 
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5- SMEs should always consider the suggestions of the auditors and try to make 

improvements in their organisations. This will make providing the services to the SMEs 

easier, more profitable and will make the whole relationship more sustainable. 

Note: There were no suggestions about risk of ongoing concerns as this was out of the control 

for SME managers just in sake of their relationship with the CA firm. 

6.3 Conclusions 

The journey in this research began with identifying the gap in the existing knowledge about 

how both sides of this ecosystem made decisions about each other in Stage One, undertaking 

a preliminary study to gain an initial understanding of this market and its players in Stage Two 

and in Stage Three, having interviews with both sides of this market to prepare the initial list 

of criteria used for decision making, in Stage Four. This list was then used to prepare the final 

questionnaire to a more comprehensive sample (Stage Five) to prepare the final list and 

prepare recommended common practices for CA firms and SMEs in New Zealand. 

This study identified what the criteria were that CA firms and SME managers used in decision 

making in the taxation and audit market and explained the characteristics of good service 

quality. Seventy-seven criteria were generated as the final list of criteria used for decision 

making in the SME taxation and audit market. These criteria were then explained further 

using the existing literature and detailed recommendations made.  

To summarise, of all the criteria, SMEs consider size, industry expertise, reputation and cost 

when selecting a CA firm (before practice); cost, relationship, staff turnover and timeliness 

when making further decisions about the CA firm (after practice); and size, competency and 

low turnover of staff, relationship and being proactive as the main characteristics of good 

service quality (during practice).  

On the other side of this ecosystem, CA firms considered the fee, risk, reputation, industry, 

reason for changing accountants, the industry and their personal feeling when accepting a 

SME for the first time (before practice); fee, changes in the SME, their cooperation with the 

CA firm, risk, profitability when making further decision about SME (after practice); and no 

additional billing, personal relationship, staff tenure and timeliness as the main characteristics 

of service quality (during practice). 
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Previous studies on accounting firms and their clients focused on listed companies that 

usually had access to a more a comprehensive range of experts and specialist employees and 

usually considered the technical side of this relationship. However, this research has closed 

the gap in the body of knowledge by asking the SME managers and CA firms separately about 

their SME clients, and how they made decisions about each other before practice, during and 

after practice and for taxation and auditing service.  

6.4 Contributions 

This study explored the relationship in the SMEs and CA firms’ ecosystem to provide 

suggestions for recommended common practices in New Zealand. Previous study on 

accounting markets used listed or larger organisations and the relationship between them 

and the CA firms dealing with them. As explained in Chapters One and Two, there were some 

fundamental differences between SMEs and larger organisations’ service needs, their access 

to more professional staff and how they assessed their relationship with their service 

providers.  

Listed companies or large companies can afford to have more professional staff and usually 

did not need to outsource part of their work to service providers. They also have enough skill 

sets in house to evaluate the services they were receiving from their service providers. 

However, SMEs needed to outsource to receive the services they needed and how they 

evaluated their service providers might not be as professional as in larger organisations.  

As New Zealand has a very high number of SMEs and very low numbers of larger firms, SMEs 

were a large market for CA firms and they have special needs for specific services to help 

them grow and obtain a larger share of the market. This research has discovered the criteria 

that both sides of this ecosystem used to make decisions about each other, i.e. how, on the 

one side, SME managers selected, changed or ratified their CA firms and what the 

characteristics of good service quality were and, on the other side, how CA firms accepted 

their new clients, how they made decisions about resigning from a contract or continuing it 

into the future and, finally, what they believed were the characteristics of good service 

quality.   
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Seventy-seven criteria were recognised in this research that were used by the researcher to 

develop recommendations about both CA firms and SME managers towards each other. 

These recommendations helped CA firms to obtain a larger share of this SME taxation and 

audit market and to improve their service quality to keep these clients in the future. 

Furthermore, these criteria and recommendations helped SME managers receive the services 

they needed at a better price, gain access to the financial markets and create transparency by 

using the audit report to help them grow faster.  

6.5 Limitations 

In recognising the contributions this research made, it was necessary to also acknowledge the 

limitations. Similar to any study, this research has a number of limitations. First, the 

interviews might reflect the personal opinions of the interviewees rather than facts. These 

opinions might be a reflection of what actually happened (fact) but as the number of people 

who can be included in the interview sample was always limited, not all the facts can be 

recorded. This will lead to the second limitation, sample size.  

Not all the CA firms and SME managers were willing to participate in this research. This 

limitation and also the limited resources of the research (both financial and time limitations) 

did not allow the researcher to extend the number of interviews (Stage Two and Three) or 

send out more questionnaires (Stage Five).  

Another limitation of study, as shown in Chapter Three, was the researcher not being able to 

have a focus group at Stage Two of the research because of confidentiality issues. Potential 

participants mentioned that although the results of the focus group and the 

recording/transcripts would be kept confidential by the researcher, there were other people 

at this meeting who might not be bound by the same principle.  

Finally, there were also advisory services provided by the CA firms (alongside the taxation and 

audit services) but, as it covered all sort of services, they were not included in this research 

and all the criteria and recommendations were only about taxation and audit services. 
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6.6 Future research 

The above limitations enhanced future research on the basis of this research which can focus 

on: 

- Instead of conducting research on a sample of all the CA firms, a more specific sample 

of CA firms that were successful in expanding their market shares with the SMEs can 

be selected. This will make the criteria generated more effective for the CA firms and 

SME managers because the source is a sample of successful CA firms who attracted 

more SME clients and kept them happy with their services. 

- This research did not argue about why SME managers are selecting CA firms for 

receiving taxation services when they could select any tax agent or other service 

provider. Separate research can be conducted on the SME managers who selected tax 

agents who were not CA firms to increase our understanding of their decision and 

make it clear if there are some advantages for having a CA firm instead of a tax agent. 

- Distinguishing between SMEs that are mandated to receive some sort of services from 

CA firms (like registered charities), and SMEs that are receiving services voluntarily to 

help the researcher to prepare a more specific list of criteria. SMEs are approaching 

taxation and audit markets for different reasons and these reasons affect how they 

make decisions about the selection, change and ratification of a CA firm and how they 

perceive the characteristics of service quality. Generating a separate list of criteria for 

SME managers who mandated to receive taxation or audit services, and managers 

who are receiving these services voluntarily, can make the focus of a specific market 

easier for CA firms. 

The above is only a selection of the directions for future study and there will always a 

need to understand why SME market needs to be explored separately from the listed or 

large organisations.  
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Appendices 

Invitation Packages - First Series (Appendix A) 

Covering Letter for SME Managers 

(LINCOLN UNIVERSITY LETTER HEAD) 

CONFIDENTIAL 

(Name of Organisation)  

To (CEO, CFO, or the director who has the share allocation more than the others) 

(Address 1)  

(Address 2) 

Subject: Invitation for Participation 

My name is Amir Mirshams. I am a PhD student at Lincoln University, doing research on the 

criteria that small and medium sized enterprise (SME) managers and auditors use for decision 

making in the SME audit market. As I have selected your company to participate in a focus 

group for this research, I would like to cordially invite you to participate in the related focus 

group video conference, which will focus on the criteria used by SME managers for decision 

making in the SME audit market. If you are unable to attend the focus group, I would 

appreciate it greatly if you could please introduce me to a staff member who has some 

involvement in appointing the external auditor and in overseeing the entity-audit firm 

relationship. 

For further information about the research project and the procedures that will be taken to 

ensure confidentiality and anonymity, a Research information sheet, focus group guide and 

consent form are attached. 

If you are willing to participate in the focus group, please complete and sign the attached 

consent form (by you or an authorised person) and return to me before the 30th of September 

2013, using the reply paid envelope provided. The focus group interview will be conducted on 

the 22th of October at 3:00 pm using Scopia®. You will not need to have any special software 

installed in your computer, but need to have speakers, a webcam, and microphone installed 

into your computer. The focus group link (created by Scopia®) will be provided to you shortly 

after receiving your consent form. 

Should you have any questions regarding this study, or would like additional information 

before deciding whether or not to participate, please contact me at 02108323846, 
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mirshama@lincoln.ac.nz or my PhD supervisor Dr Jamal Roudaki at (03) 4230234 or 

jamal.roudaki@lincoln.ac.nz . 

I look forward to hearing from you and thank you in advance for your support in this project. 

Yours sincerely, 

Amir Mirshams 

PhD Candidate in Accounting 

Faculty of Commerce 

Lincoln University 

 

Covering Letter for Auditors 

(LINCOLN UNIVERSITY LETTER HEAD) 

CONFIDENTIAL 

(Name of chartered accountancy firm)  

To (Director Name) 

(Address 1)  

(Address 2) 

 

Subject: Invitation for Participation 

My name is Amir Mirshams. I am a PhD student at Lincoln University, doing research on the 

criteria that small and medium sized enterprise (SME) managers and auditors use for decision 

making in the SME audit market. As I have selected your firm to participate in a focus group 

for this research, I would like to cordially invite you to participate in the related focus group 

video conference, which will focus on the criteria used by auditors for decision making in the 

SME audit market. If you are unable to attend the focus group, I would appreciate it greatly if 

you could please introduce me to a staff member who has some responsibility for accepting, 

resigning from, or retaining your SME clients. 

For further information about the research project and the procedures that will be taken to 

ensure confidentiality and anonymity, a Research information sheet, focus group guide and 

consent form are attached. 

If you are willing to participate in the focus group, please complete and sign the attached 

consent form (by you or an authorised person) and return to me before the 30th of September 

2013, using the reply paid envelope provided. The focus group interview will be conducted on 

mailto:mirshama@lincoln.ac.nz
mailto:jamal.roudaki@lincoln.ac.nz
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the 29th of October at 3:00 pm using Scopia®. You will not need to have any special software 

installed in your computer, but need to have speakers, a webcam, and microphone installed 

into your computer. The focus group link (created by Scopia®) will be provided to you shortly 

after receiving your consent form. 

Should you have any questions regarding this study, or would like additional information 

before deciding whether or not to participate, please contact me at 02108323846, 

mirshama@lincoln.ac.nz or my PhD supervisor Dr Jamal Roudaki at (03) 4230234 or 

jamal.roudaki@lincoln.ac.nz . 

I look forward to hearing from you and thank you in advance for your support in this project. 

Yours sincerely, 

Amir Mirshams 

PhD Candidate in Accounting 

Faculty of Commerce 

Lincoln University 

 

Research Information Sheet 

 

(LINCOLN UNIVERSITY LETTER HEAD) 

 

Research Information Sheet 

This research will investigate the criteria that SME managers and auditors use for decision 

making in the SME audit market and their perceptions of the characteristics of service quality. 

SMEs in this research are defined as companies with fewer than 100 employees, which are 

not listed companies on the New Zealand Exchange. SMEs are important in the sustainable 

economic development of New Zealand and a valuable market for audit firm services such as 

advisory, assurance, and taxation. SME managers are involved in decision making about 

auditor selection, change and ratification. Auditors, on the other hand, in order to improve 

their service quality, attract more clients and keep their current clients need to have a better 

understanding of the criteria that their clients use for decision making about auditor 

selection, change and ratification, as well as their perceptions of service quality. The 

perceptions of SME managers are therefore considered relevant for auditors in developing 

and implementing common practice in this area.  

mailto:mirshama@lincoln.ac.nz
mailto:jamal.roudaki@lincoln.ac.nz
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Along with SME managers, auditors are involved in decision making about client acceptance, 

retention and resignation. Auditors, for purposes of this research, are defined as chartered 

accounting firms (CA firms), which are considered to be technically qualified to conduct 

advisory, assurance and taxation services. SME managers, in order to receive the services that 

they need, require a good understanding of the criteria that auditors use for decision making 

about client acceptance, retention and resignation and their perceptions of service quality. 

Therefore, the perceptions of auditors are considered relevant for SME managers in 

developing and implementing common practice in this area.  

For purposes of this study, the term focus group is defined as a group of people with about 5 

to 10 participants who meet for about one hour to discuss some topics, which will also enable 

the generation of new ideas during the discussion. Data gathered in this investigation are 

strictly confidential and participants are assured of complete anonymity in any publication of 

the research results. The identity of the participants will not under any circumstances be 

made public or revealed to any parties other than the researcher and the supervisors. To 

ensure confidentiality, the following detailed procedures will be followed: 

 The focus group interviews will be taped and transcribed. 

 Pseudonyms will be assigned to participants and organisations in the focus group 

interview transcripts and in any text content quoted or discussed in any publication 

format. 

 Participants may decline to discuss any of the topic(s). Furthermore, they may 

withdraw from the focus group at any time by advising the researcher by telephone or 

email. 

The researcher and his supervisors will be the only people having access to the videos 

recorded during the focus group interviews. The videos and the transcripts will be kept for six 

(6) years from 2014. After six years, the tapes and transcripts will be destroyed under the 

supervision of the researcher, or any person authorised by the researcher, or his supervisors. 

The project is being carried out by: Amir Mirshams (mirshama@lincoln.ac.nz) 

Lincoln University  

Faculty of Commerce  

PO Box 85084  

mailto:mirshama@lincoln.ac.nz
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Lincoln University 7647 

Ph.: 02108323846  

He will be pleased to discuss any concerns you have about participation in the project.  

Supervisor: 

Dr. Jamal Roudaki (Jamal.Roudaki@lincoln.ac.nz) – or (03) 4230234 

Faculty of Commerce 

PO Box 85084 

Lincoln University 7647 

 

Focus Group Guide for SME Managers 

Date:    Time: 

No. Name of the participant Company Position Department 

1     

2     

3     

4     

5     

6     

7     

8     

 

Brief Introduction (6 minutes) 

1. Thank you for your time and participation. I would like to begin our discussion with a 

brief explanation of the research project. 

a. This research is intended firstly to develop an understanding of the criteria used by 

SME managers and auditors for decision making in the SME audit market. 

Secondly, to develop recommended common practice for SME managers to make 

appropriate decisions in the SME audit market. 

mailto:Jamal.Roudaki@lincoln.ac.nz
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b. Auditors are defined as chartered accounting firms (CA firms) which are considered 

to be technically qualified to conduct advisory, assurance, and taxation services. 

SMEs in this research are defined as companies with fewer than 100 employees, 

which are not listed companies on the New Zealand Exchange.  

2. The information obtained from you and your company will be kept confidential. 

Access to information will only be given to my supervisors and me. 

3. I was required by Lincoln University to get your consent to publish the results of this 

project with the understanding that anonymity will be preserved. You may at any time 

withdraw from the project until 30th November 2013, as well as withdraw any 

information you have provided. 

4. As a part of the analysis process, I need to transcribe all the interviews. If you do not 

mind, I will start recording our video and our discussion now. If there is any 

information that you do not want me to record, please feel free to advise me to stop 

the recording at any time or to delete any information (turn video recorder on). 

5. The discussion is organised into three sections: auditor selection, change and 

ratification, and your perception of service quality. I would like you to tell me your 

experience in relation to these topics. I am keen to learn about your opinion and also 

the things that actually happened in your company regarding the three topics. 

 

Discussion Topics (12 minutes × number of participants) 

6. Auditor selection (4 minutes × number of participants), 

7. Auditor change and ratification (4 minutes × number of participants), 

8. Service quality (4 minutes × number of participants) 

 

Summing Up (6 minutes) 

9. Thank you again for your participation. To sum up, any of the participants can have 

two minutes to talk about any of the topics (finish recording). 
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Focus Group Guide for Auditors 

Date:    Time: 

No. Name of the participant Firm Position Department 

1     

2     

3     

4     

5     

6     

7     

8     

 

Brief Introduction (6 minutes) 

1. Thank you for your time and participation. I like to begin our discussion with a brief 

explanation of the research project: 

a. This research is intended firstly to develop an understanding of the criteria used by 

SME managers and auditors for decision making in the SME audit market. 

Secondly, to develop recommended common practice for SME managers to make 

appropriate decisions in SME audit market. 

b. SMEs in this research are defined as companies with fewer than 100 employees, 

which are not listed companies on the New Zealand Exchange. Auditors are 

defined as chartered accounting firm (CA firms) which are considered to be 

technically qualified to conduct advisory, assurance, and taxation services. 

2. The information obtained from you and your firm will be kept confidential. Access to 

information will only be given to my supervisors and me. 

3. I was required by Lincoln University to get your consent to publish the results of this 

project with the understanding that anonymity will be preserved. You should know 

that you may at any time withdraw from the project until 30th November 2013, as well 

as withdraw any information you have provided. 
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4. As a part of the analysis process, I need to transcribe all the interviews. If you do not 

mind, I will start recording our video and our discussion now. If there is any 

information that you do not want me to record, please feel free to advise me to stop 

the recording at any time or to delete any information (turn video recorder on). 

5. The discussion is organised into three sections: client acceptance, resignation and 

retention, and service quality. I would like you to tell me your experience in relation to 

these topics. I am keen to learn about your opinion and also the things that actually 

happened in your firm regarding the three topics which are related to your SME 

clients. 

 

Discussion Topics (12 minutes × number of participants) 

6. SME client acceptance (4 minutes × number of participants), 

7. SME client retention and resignation (4 minutes × number of participants), 

8. Service quality (4 minutes × number of participants) 

 

Summing Up (6 minutes) 

9. Thank you again for your participation. To sum up, any of the participants can have 

two minutes to talk about any of the topics (finish recording). 
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Consent Form 

 

 

Name of Project: Criteria Used by Managers and Auditors for Decision Making in the SME Audit 

Market: New Zealand Evidence 

I have read and understood the description of the above-mentioned project. On the basis 

described in the Research Information Sheet, I agree to participate in the project (focus 

group) and I consent to publication of the results of the project, on the understanding that 

anonymity will be preserved. I understand that I may withdraw from the project at any time, 

and may also withdraw any information that I have provided. 

 

Name: ___________________________________________ 

Organisation name: ________________________________ 

Email: ___________________________________________ 

Telephone number: ________________________________ 

Signature: ________________________________________ 

Date: ____________________________________________ 
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Invitation Packages- Second Series (Appendix B) 

 

Covering Letter for SME Managers 

 

(LINCOLN UNIVERSITY LETTER HEAD) 

CONFIDENTIAL 

(Name of Organisation)  

To (CEO, CFO, or the director who has the share allocation more than the others) 

(Address 1)  

(Address 2) 

Subject: Invitation for Participation 

My name is Amir Mirshams. I am a PhD student at Lincoln University, doing research on the 

criteria that small and medium sized enterprise (SME) managers and chartered accounting 

(CA) firms use for decision making in the SME accounting and auditing market (including 

external auditing, taxation, and advisory services).  As I have selected your company to 

participate in a focus group for this research, I would like to cordially invite you to participate 

in the related focus group video conference, which will focus on the criteria used by SME 

managers for decision making in the SME accounting and auditing market. If you are unable to 

attend the focus group, I would appreciate it greatly if you could please introduce me to a 

staff member who has some involvement in appointing the CA firm and in overseeing the 

entity-CA firm relationship. 

For further information about the research project and the procedures that will be taken to 

ensure confidentiality and anonymity, a research information sheet, focus group guide and 

consent form are attached. 

If you are willing to participate in the focus group, please complete and sign the attached 

consent form (by you or an authorised person) and return to me before the 8th of October 

2013, using the reply paid envelope provided. The focus group interview will be conducted on 

the 22th of October at 3:00 pm using Scopia®. You will not need to have any special software 

installed in your computer, but need to have speakers, a webcam, and microphone installed 

into your computer. The focus group link (created by Scopia®) will be provided to you shortly 

after receiving your consent form. 

Should you have any questions regarding this study, or would like additional information 

before deciding whether or not to participate, please contact me at 02108323846, 
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mirshama@lincoln.ac.nz or my PhD supervisor Dr Jamal Roudaki at (03) 4230234 or 

jamal.roudaki@lincoln.ac.nz . 

I look forward to hearing from you and thank you in advance for your support in this project. 

Yours sincerely, 

Amir Mirshams 

PhD Candidate in Accounting 

Faculty of Commerce 

Lincoln University 

 

Covering Letter for CA Firms 

(LINCOLN UNIVERSITY LETTER HEAD) 

CONFIDENTIAL 

(Name of chartered accountancy firm)  

To (Director Name) 

(Address 1)  

(Address 2) 

 

Subject: Invitation for Participation 

My name is Amir Mirshams. I am a PhD student at Lincoln University, doing research on the 
criteria that small and medium sized enterprise (SME) managers and chartered accounting 
(CA) firms use for decision making in the SME accounting and auditing market (including 
external auditing, taxation, and advisory services). As I have selected your firm to participate 
in a focus group for this research, I would like to cordially invite you to participate in the 
related focus group video conference, which will focus on the criteria used by CA firms for 
decision making in the SME accounting and auditing market. If you are unable to attend the 
focus group, I would appreciate it greatly if you could please introduce me to a staff member 
who has some responsibility for accepting, resigning from, or retaining your SME clients. 

For further information about the research project and the procedures that will be taken to 
ensure confidentiality and anonymity, a research information sheet, focus group guide and 
consent form are attached. 

If you are willing to participate in the focus group, please complete and sign the attached 
consent form (by you or an authorised person) and return to me before the 8th of October 
2013, using the reply paid envelope provided. The focus group interview will be conducted on 
the 29th of October at 3:00 pm using Scopia®. You will not need to have any special software 

mailto:mirshama@lincoln.ac.nz
mailto:jamal.roudaki@lincoln.ac.nz
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installed in your computer, but need to have speakers, a webcam, and microphone installed 
into your computer. The focus group link (created by Scopia®) will be provided to you shortly 
after receiving your consent form. 

Should you have any questions regarding this study, or would like additional information 
before deciding whether or not to participate, please contact me at 02108323846, 
mirshama@lincoln.ac.nz or my PhD supervisor Dr Jamal Roudaki at (03) 4230234 or 
jamal.roudaki@lincoln.ac.nz . 

I look forward to hearing from you and thank you in advance for your support in this project. 

Yours sincerely, 
Amir Mirshams 
PhD Candidate in Accounting 
Faculty of Commerce 
Lincoln University 

 

Research Information Sheet 

 

(LINCOLN UNIVERSITY LETTER HEAD) 

 

Research Information Sheet 

This research will investigate the criteria that SME managers and CA firms use for decision 

making in the SME accounting and auditing market (including external auditing, taxation and 

advisory services) and their perceptions of the characteristics of service quality. SMEs in this 

research are defined as companies with fewer than 100 employees, which are not listed 

companies on the New Zealand Exchange. SMEs are important in the sustainable economic 

development of New Zealand and a valuable market for CA firm services such as advisory, 

assurance, and taxation. SME managers are involved in decision making about CA firm 

selection, change and ratification. CA firms, on the other hand, in order to improve their 

service quality, attract more clients and keep their current clients need to have a better 

understanding of the criteria that their clients use for decision making about CA firm 

selection, change and ratification, as well as their perceptions of service quality. The 

perceptions of SME managers are therefore considered relevant for CA firms in developing 

and implementing best practice in this area.  

mailto:mirshama@lincoln.ac.nz
mailto:jamal.roudaki@lincoln.ac.nz
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Along with SME managers, CA firms are involved in decision making about client acceptance, 

retention and resignation. CA firms, for purposes of this research, are defined as chartered 

accounting firms, which deemed to be technically qualified to conduct advisory, assurance 

and taxation services. SME managers, in order to receive the services that they need, require 

a good understanding of the criteria that CA firms use for decision making about client 

acceptance, retention and resignation and their perceptions of service quality. Therefore, the 

perceptions of CA firms are considered relevant for SME managers in developing and 

implementing best practice in this area.  

For purposes of this study, the term focus group is defined as a group of people with about 5 

to 10 participants who meet for about one hour to discuss some topics, which will also enable 

the generation of new ideas during the discussion. Data gathered in this investigation are 

strictly confidential and participants are assured of complete anonymity in any publication of 

the research results. The identity of the participants will not under any circumstances be 

made public or revealed to any parties other than the researcher and the supervisors. To 

ensure confidentiality, the following detailed procedures will be followed: 

 The focus group interviews will be taped and transcribed. 

 Pseudonyms will be assigned to participants and organisations in the focus group 

interview transcripts and in any text content quoted or discussed in any publication 

format. 

 Participants may decline to discuss any of the topic(s). Furthermore, they may 

withdraw from the focus group at any time by advising the researcher by telephone or 

email. 

The researcher and his supervisors will be the only people having access to the videos 

recorded during the focus group interviews. The videos and the transcripts will be kept for six 

(6) years from 2014. After six years, the tapes and transcripts will be destroyed under the 

supervision of the researcher, or any person authorised by the researcher, or his supervisors. 

The project is being carried out by: Amir Mirshams (mirshama@lincoln.ac.nz) 

Lincoln University  

Faculty of Commerce  

PO Box 85084  

mailto:mirshama@lincoln.ac.nz
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Lincoln University 7647 

Ph.: 02108323846  

He will be pleased to discuss any concerns you have about participation in the project.  

Supervisor: 

Dr. Jamal Roudaki (Jamal.Roudaki@lincoln.ac.nz) – or (03) 4230234 

Faculty of Commerce 

PO Box 85084 

Lincoln University 7647 

 

Focus Group Guide for SME Managers 

Date:    Time: 

No. Name of the participant Company Position Department 

1     

2     

3     

4     

5     

6     

7     

8     

 

Brief Introduction (6 minutes) 

1. Thank you for your time and participation. I would like to begin our discussion with a 

brief explanation of the research project. 

c. This research is intended firstly to develop an understanding of the criteria used by 

SME managers and CA firms for decision making in the SME accounting and 

auditing market (including external auditing, taxation and advisory services). 

Secondly, to develop recommended best practice for SME managers to make 

appropriate decisions in SME service market. 

mailto:Jamal.Roudaki@lincoln.ac.nz


145 
 

d. SMEs in this research are defined as companies with fewer than 100 employees, 

which are not listed companies on the New Zealand Exchange. Chartered 

accounting (CA) firms deemed to be technically qualified to conduct advisory, 

assurance, and taxation services. 

2. The information obtained from you and your company will be kept confidential. 

Access to information will only be given to my supervisors and me. 

3. I was required by Lincoln University to get your consent to publish the results of this 

project with the understanding that anonymity will be preserved. You may at any time 

withdraw from the project until 30th November 2013, as well as withdraw any 

information you have provided. 

4. As a part of the analysis process, I need to transcribe all the interviews. If you do not 

mind, I will start recording our video and our discussion now. If there is any 

information that you do not want me to record, please feel free to advise me to stop 

the recording at any time or to delete any information (turn video recorder on). 

5. The discussion is organised into three sections: CA firm selection, change and 

ratification, and your perception of service quality. I would like you to tell me your 

experience in relation to these topics. I am keen to learn about your opinion and also 

the things that actually happened in your company regarding the three topics. 

 

Discussion Topics (12 minutes × number of participants) 

6. CA firm selection (4 minutes × number of participants), 

7. CA firm change and ratification (4 minutes × number of participants), 

8. Service quality (4 minutes × number of participants) 

 

Summing Up (6 minutes) 

9. Thank you again for your participation. To sum up, any of the participants can have 

two minutes to talk about any of the topics (finish recording). 
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Focus Group Guide for CA Firms 

Date:    Time: 

No. Name of the participant Firm Position Department 

1     

2     

3     

4     

5     

6     

7     

8     

 

Brief Introduction (6 minutes) 

1. Thank you for your time and participation. I like to begin our discussion with a brief 

explanation of the research project: 

e. This research is intended firstly to develop an understanding of the criteria used by 

SME managers and CA firms for decision making in the SME accounting and 

auditing market (including external auditing, taxation and advisory services). 

Secondly, to develop recommended best practice for SME managers to make 

appropriate decisions in SME service market. 

f. SMEs in this research are defined as companies with fewer than 100 employees, 

which are not listed companies on the New Zealand Exchange. Chartered 

accounting (CA) firms deemed to be technically qualified to conduct advisory, 

assurance, and taxation services. 

2. The information obtained from you and your firm will be kept confidential. Access to 

information will only be given to my supervisors and me. 

3. I was required by Lincoln University to get your consent to publish the results of this 

project with the understanding that anonymity will be preserved. You should know 

that you may at any time withdraw from the project until 30th November 2013, as well 

as withdraw any information you have provided. 
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4. As a part of the analysis process, I need to transcribe all the interviews. If you do not 

mind, I will start recording our video and our discussion now. If there is any 

information that you do not want me to record, please feel free to advise me to stop 

the recording at any time or to delete any information (turn video recorder on). 

5. The discussion is organised into three sections: client acceptance, resignation and 

retention, and service quality. I would like you to tell me your experience in relation to 

these topics. I am keen to learn about your opinion and also the things that actually 

happened in your firm regarding the three topics which are related to your SME 

clients. 

 

Discussion Topics (12 minutes × number of participants) 

6. SME client acceptance (4 minutes × number of participants), 

7. SME client retention and resignation (4 minutes × number of participants), 

8. Service quality (4 minutes × number of participants) 

 

Summing Up (6 minutes) 

Thank you again for your participation. To sum up, any of the participants can have two 

minutes to talk about any of the topics (finish recording). 
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Consent Form 

 

 

Name of Project: Criteria Used by SME Managers and CA Firms for Decision Making in the SME 

Accounting and Auditing Market (including external auditing, taxation, and advisory services): New 

Zealand Evidence 

I have read and understood the description of the above-mentioned project. On the basis 

described in the Research Information Sheet, I agree to participate in the project (focus 

group) and I consent to publication of the results of the project, on the understanding that 

anonymity will be preserved. I understand that I may withdraw from the project at any time, 

and may also withdraw any information that I have provided. 

 

Name: ___________________________________________ 

Organisation name: ________________________________ 

Email: ___________________________________________ 

Telephone number: ________________________________ 

Signature: ________________________________________ 

Date: ____________________________________________ 
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NVivo Figures (Appendix C) 

 

 

Step one of coding process in NVIVO 10  

 

 

Step two of coding process in NVIVO 10 

 



150 
 

 

 

 

Step four of coding process in NVIVO 10 
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Invitation Packages for Semi-Structured Interviews (Appendix D) 

 

Covering Letter for SME Managers 

(LINCOLN UNIVERSITY LETTER HEAD) 

CONFIDENTIAL 

(Name of Organisation)  

To (CEO, CFO, or the director who has the share allocation more than the others) 

(Address)  

Subject: Invitation for Participation 

My name is Amir Mirshams. I am a PhD student at Lincoln University, doing research on the 
criteria that small and medium sized enterprise (SME) managers and chartered accounting 
(CA) firms use for decision making in the SME taxation and auditing market. As I have selected 
your company to participate in this research, I would like to cordially invite you to participate 
in the related online interview, which will focus on the above mentioned criteria. If you are 
unable to attend the interview, I would appreciate it greatly if you could introduce me to a 
staff member who has some involvement in appointing the CA firm and in overseeing the 
entity-CA firm relationship. 
For further information about the research project and the procedures that will be taken to 
ensure confidentiality and anonymity, a research information sheet, interview guide and 
consent form are attached. 
If you are willing to participate in the interview, please complete and sign the attached 
consent form (by you or an authorised person) and return it to me before the 30th of April 
2014, using the reply paid envelope provided. The interview will be conducted at a time that 
is continent for you using Scopia®. You will not need to have any special software installed in 
your computer, but need to have speakers, a webcam, and microphone installed into your 
computer. The interview link (created by Scopia®) will be provided to you shortly after I 
receive your consent form. 
Should you have any questions regarding this study, or would like additional information 
before deciding whether or not to participate, please contact me at 02108323846, 
mirshama@lincoln.ac.nz or my PhD supervisor, Dr Jamal Roudaki at (03) 4230234 or 
jamal.roudaki@lincoln.ac.nz. 

I look forward to hearing from you and thank you in advance for your support with this 

project. 

Yours sincerely, 

Amir Mirshams 

PhD Candidate in Accounting 

Faculty of Commerce 

mailto:mirshama@lincoln.ac.nz
mailto:jamal.roudaki@lincoln.ac.nz
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Lincoln University 

 

Covering Letter for CA Firms 

(LINCOLN UNIVERSITY LETTER HEAD) 

CONFIDENTIAL 

(Name of chartered accountancy firm)  

To (Director Name) 

(Address)  

Subject: Invitation for Participation 

My name is Amir Mirshams. I am a PhD student at Lincoln University, doing research on the 
criteria that small and medium sized enterprise (SME) managers and chartered accounting 
(CA) firms use for decision making in the SME taxation and auditing market. As I have selected 
your firm to participate in this research, I would like to cordially invite you to participate in the 
related online interview, which will focus on the above mentioned criteria. If you are unable 
to attend the interview, I would appreciate it greatly if you could introduce me to a staff 
member who has some responsibility for accepting, resigning from, or retaining your SME 
clients. 

For further information about the research project and the procedures that will be taken to 
ensure confidentiality and anonymity, a research information sheet, interview guide and 
consent form are attached. 

If you are willing to participate in the interview, please complete and sign the attached 
consent form (by you or an authorised person) and return it to me before the 30th of April 
2014, using the reply paid envelope provided. The interview will be conducted at a time that 
is continent for you using Scopia®. You will not need to have any special software installed in 
your computer, but need to have speakers, a webcam, and microphone installed into your 
computer. The interview link (created by Scopia®) will be provided to you shortly after I 
receive your consent form. 

Should you have any questions regarding this study, or would like additional information 
before deciding whether or not to participate, please contact me at 02108323846, 
mirshama@lincoln.ac.nz or my PhD supervisor, Dr Jamal Roudaki at (03) 4230234 or 
jamal.roudaki@lincoln.ac.nz. 

I look forward to hearing from you and thank you in advance for your support with this 
project. 

Yours sincerely, 
Amir Mirshams 
PhD Candidate in Accounting 
Faculty of Commerce 

mailto:mirshama@lincoln.ac.nz
mailto:jamal.roudaki@lincoln.ac.nz
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Lincoln University 

 

Research Information Sheet 

(LINCOLN UNIVERSITY LETTER HEAD) 

 

Research Information Sheet 

This research will investigate the criteria that SME managers and CA firms use for decision 

making in the SME taxation and auditing market and their perceptions of the characteristics 

of service quality. SMEs in this research are defined as companies with fewer than 100 

employees, which are not listed companies on the New Zealand Exchange. SMEs are 

important in the sustainable economic development of New Zealand and a valuable market 

for CA firm services such as assurance and taxation. SME managers are involved in decision 

making about CA firm selection, change and ratification. CA firms, on the other hand, in order 

to improve their service quality, attract more clients and keep their current clients need to 

have a better understanding of the criteria that their clients use for decision making about CA 

firm selection, change and ratification, as well as their perceptions of service quality. The 

perceptions of SME managers are therefore considered relevant for CA firms in developing 

and implementing common practice in this area.  

Along with SME managers, CA firms are involved in decision making about client acceptance, 

retention and resignation. CA firms, for purposes of this research, are defined as chartered 

accounting firms, which deemed to be technically qualified to conduct assurance and taxation 

services. SME managers, in order to receive the services that they need, require a good 

understanding of the criteria that CA firms use for decision making about client acceptance, 

retention and resignation and their perceptions of service quality. Therefore, the perceptions 

of CA firms are considered relevant for SME managers in developing and implementing 

common practice in this area.  

Data gathered in this investigation are strictly confidential and participants are assured of 

complete anonymity in any publication of the research results. The identity of the participants 

will not under any circumstances be made public or revealed to any parties other than the 
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researcher and the supervisors. To ensure confidentiality, the following detailed procedures 

will be followed: 

 The interviews will be taped and transcribed. 

 Pseudonyms will be assigned to participants and organisations in the interview 

transcripts and in any text content quoted or discussed in any publication format. 

 Participants may decline to answer any of the questions. Furthermore, they may 

withdraw from the interview at any time by advising the researcher by telephone or 

email. 

The researcher and his supervisors will be the only people having access to the videos 

recorded during the interviews. The videos and the transcripts will be kept for six (6) years 

from 2014. After six years, the tapes and transcripts will be destroyed under the supervision 

of the researcher, or any person authorised by the researcher, or his supervisors. 

The project is being carried out by: Amir Mirshams (mirshama@lincoln.ac.nz) 

Lincoln University  

Faculty of Commerce  

PO Box 85084  

Lincoln University 7647 

Ph.: 02108323846  

He will be pleased to discuss any concerns you have about participation in the project.  

Supervisor: 

Dr. Jamal Roudaki (Jamal.Roudaki@lincoln.ac.nz) – or (03) 4230234 

Faculty of Commerce 

PO Box 85084 

Lincoln University 7647 

 

 

 

 

mailto:mirshama@lincoln.ac.nz
mailto:Jamal.Roudaki@lincoln.ac.nz
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SME Managers Questionnaire 

1. What kind of services do you receive from your CA firm? 

2. How many employees do you have in your company (approximately)? (If more than 99 

employees the interview will be stopped). 

Topic 1: CA Firm Selection 

3. When did your company first select the CA firm it currently uses? (If more than five 

years go to Q6) 

4. Did you have any involvement in that selection? (If the answer is “No” go to Q6) 

5. What factors did you consider when selecting that CA firm? (or) 

6. What factors would you consider when selecting a CA firm? 

Topic 2: CA Firm Change and Ratification 

7. Has your company ever changed its CA firm? (If the answer is “No” go to Q10) 

8. Did you have any involvement in that decision? (If the answer is “No” go to Q10) 

9. Why did you change your CA firm? (or) 

10. What factors did you consider when deciding to retain the CA firm? 

Topic 3: Service Quality 

11. What do you believe are the main characteristics of service quality?  

12. What do you expect from your CA firm? 

13. Has your company ever had any difficulties in its relation with the CA firm? 
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CA Firms Questionnaire 

1. Does your firm provide both external auditing and taxation services to clients? (If the 

CA firm only provides either external auditing or taxation go to Q3) 

2. Which service are you responsible for in the firm or prefer to discuss? 

3. Do you have any clients with more than 99 employees (approximately)? 

Topic 1: SME Client Acceptance 

4. What factors do you consider when accepting a new SME client? 

5. Have you ever decided not to accept an SME as a client? (If the answer is “No” go to 

Q7) 

6. What was the reason for not accepting the SME client? 

Topic 2: SME Client Retention and Resignation 

7. Have you ever resigned from a contract with an SME? (If the answer is “No” go to Q9) 

8. Why did you resign from the contract? 

9. What factors do you consider when deciding whether or not to retain the SME client? 

Topic 3: Service Quality 

10. What do you believe are the main characteristics of service quality?  

11. How do you ensure your SME clients are satisfied with your services? 

12. Has your firm ever had any difficulties in its relationship with any SME clients? 
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Consent Form 

 

Name of Project: Criteria Used by SME Managers and CA Firms for Decision Making in the SME 

taxation and Auditing Market: New Zealand Evidence 

I have read and understood the description of the above-mentioned project. On the basis 

described in the Research Information Sheet, I agree to participate in the project (interview) 

and I consent to publication of the results of the project, on the understanding that 

anonymity will be preserved. I understand that I may withdraw from the project at any time, 

and may also withdraw any information that I have provided. 

Name: ___________________________________________ 

Organisation name: ________________________________ 

Email: ___________________________________________ 

Telephone number: ________________________________ 

Signature: ________________________________________ 

Date: ____________________________________________ 
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NVivo Figures (Appendix E) 

 

Step one of coding process in NVIVO 10  

 

 

 

Step two of coding process in NVIVO 10 
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Step four of coding process in NVIVO 10 
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Survey Questionnaires (Appendix F) 

 

SME Managers 

Research Information Sheet 

  
This PhD research will investigate the criteria that managers of Small and Medium Sized 
Enterprises (SME) use for decision making in the taxation and auditing market, and their 
perceptions of the characteristics of service quality. SME in this research is defined as an 
organisation with less than 100 employees, which is not a listed company on NZX. SMEs are 
important in the sustainable economic development of New Zealand and a valuable market 
for Chartered Accounting (CA) firm services such as assurance and taxation.  
  
Data gathered in this survey is strictly confidential and participants are assured of complete 
anonymity in any publication of the research results. The identity of the participants will not 
under any circumstances be made public or revealed to any parties other than the researcher 
and the supervisors. Participants can withdraw their participation prior to submitting the 
survey. 
 
The project is being carried out by:  
 
Amir Mirshams 

Doctoral Student in Accounting – Lincoln University 
m +642108323846 

e  mirshama@lincoln.ac.nz 

  

He will be pleased to discuss any concerns you have about participation in the project. 
 
Supervisors: 
 
Dr Jamal Roudaki 
Senior Lecturer- Lincoln University 

p +64 3 423 0234 

e jamal.roudaki@lincoln.ac.nz 

Murray B. Clark 
Senior Lecturer – Lincoln University 

p +64 3 423 0247 
e murray.clark@lincoln.ac.nz 

 

 

 

 

 

 

 

tel:+643423%200247
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Q1 How many employees do you have in your organisation (Equivalent full-time staff)? 

 Less than 50 equivalent full time staff (1) 

 Between 50 to 99 equivalent full time staff (2) 

 More than 99 equivalent full time staff (3) 

If More than 99 equivalent full time staff Is Selected, Then Skip To End of Close Q12 

 

 

Q2 Please select your regional council area? 

 

N
o

rt
h

la
n

d
 (

1
) 

A
u

ck
la

n
d

 (
2

) 

W
ai

ka
to

 (
3

) 

B
ay

 o
f 

P
le

n
ty

 
(4

) 

G
is

b
o

rn
e 

(5
) 

H
aw

ke
's

 B
ay

 
(6

) 

Ta
ra

n
ak

i (
7

) 

M
an

aw
at

u
-

W
an

ga
n

u
i (

8
) 

W
el

lin
gt

o
n

 

(9
) 

Ta
sm

an
 (

1
0

) 

N
el

so
n

 (
1

1
) 

M
ar

lb
o

ro
u

gh
 

(1
2

) 

W
es

t 
C

o
as

t 
(1

3
) 

C
an

te
rb

u
ry

 
(1

4
) 

O
ta

go
 (

1
5

) 

So
u

th
la

n
d

 
(1

6
) 

Click 
to 

select  
                

 

 

Q3 Please select your industry? 
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Q4 What kind of services do you receive from your CA firm? (if both please select the one that you 

would prefer to discuss) 

 External audit (1) 

 Taxation (2) 
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Answer If What kind of services do you receive from your CA firm? (if both please select the main one) 

External audit Is Selected 

Q5 How important are the following criteria when selecting a CA firm as an external auditor? 

 Extremely 
Important (4) 

Very Important 
(3) 

Important (2) Not Important 
(1) 

Not Relevant (0) 

Ability to do the 
job on time (1) 

          

Being a Big 4 CA 
firm (2) 

          

Cost (3)           

Industry 
expertise (4) 

          

Referral from a 
trusted person 

(5) 
          

 

Answer If What kind of services do you receive from your CA firm? (if both please select the main one) 

External audit Is Selected 

Q6 How important are the following criteria when deciding to change or ratify a CA firm as an external 

auditor? 

 Extremely 
Important (4) 

Very Important 
(3) 

Important (2) Not Important 
(1) 

Not Relevant (0) 

Change in 
location of 

business (1) 
          

Shorter 
duration of 

audit field work 
done inside the 
organisation (2) 

          

Cost (3)           

Professional 
relationship (4) 

          

CA firm's staff 
turnover (5) 

          

Auditor 
retention (6) 
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Answer If What kind of services do you receive from your CA firm? (if both please select the main one) 

External audit Is Selected 

Q7 How important are the following characteristics for audit service quality? 

 Extremely 
Important (4) 

Very Important 
(3) 

Important (2) Not Important 
(1) 

Not Relevant (0) 

Being proactive 
and adding 

value (1) 
          

Causing less 
disruption (2) 

          

Personal 
relationship (3) 

          

Having offices 
around the 
world (4) 

          

Having 
professional and 

experienced 
staff (5) 

          

Helping during 
hard times (6) 

          

Industry 
expertise (7) 

          

Keeping clients 
updated about 

new regulations 
(8) 

          

CA firm's low 
staff turnover 

(9) 
          

Communication 
with client for 
understanding 
the business 

(10) 

          

Timeliness (11)           

Regular 
communication 
with CEO and 

board members 
(12) 
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Answer If What kind of services do you receive from your CA firm? (if both please select the main one) 

Taxation Is Selected 

Q8 How important are the following criteria when selecting a CA firm for taxation services? 

 Extremely 
Important (4) 

Very Important 
(3) 

Important (2) Not Important 
(1) 

Not Relevant (0) 

Positive 
feedback from 
IRD about the 

CA firm (1) 

          

Having a range 
of expertise (2) 

          

Industry 
expertise (3) 

          

International 
firm (4) 

          

Referral from 
similar company 

(5) 
          

Not being a Big 
4 CA firm (6) 

          

 

 

Answer If What kind of services do you receive from your CA firm? (if both please select the main one) 

Taxation Is Selected 

Q9 How important are the following criteria when deciding to change or ratify a CA firm for taxation 

services? 

 Extremely 
Important (4) 

Very Important 
(3) 

Important (2) Not Important 
(1) 

Not Relevant (0) 

Asking 
managers’ 
opinion (1) 

          

Good 
relationship (2) 

          

Quality of CA 
firm's one-on-
one personal 
services (3) 

          

Cost (4)           
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Answer If What kind of services do you receive from your CA firm? (if both please select the main one) 

Taxation Is Selected 

Q10 How important are the following characteristics for taxation service quality? 

 Extremely 
Important (4) 

Very Important 
(3) 

Important (2) Not Important 
(1) 

Not Relevant (0) 

Ability to 
explain (1) 

          

Being accessible 
(2) 

          

Competent staff 
(3) 

          

Having offices 
around the 
world (4) 

          

Helping us in the 
rough times (5) 

          

Keeping us on 
track (6) 

          

Responsiveness 
(7) 

          

Not selecting 
inexperienced 
staff for doing 
the work (8) 

          

Not being a Big 
4 CA firm (9) 

          

Timeliness (10)           

 

 

Q11 Any other comments 

 

 

Show If more than 99 employees was selected 

Since your organisation has more than 99 staff, it does not fall into definition of SME. I would like to 

thank for your time and support to complete the questionnaire. Have a nice day. 
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CA Firms 

Research Information Sheet 

  
This PhD research will investigate the criteria that CA firms use for decision making in the SME 
taxation and auditing market, and their perceptions of the characteristics of service 
quality. SME in this research is defined as an organisation with less than 100 employees, 
which is not a listed company on NZX. SMEs are important in the sustainable economic 
development of New Zealand and a valuable market for CA firm services such as assurance 
and taxation.  
   
Data gathered in this survey is strictly confidential and participants are assured of complete 
anonymity in any publication of the research results. The identity of the participants will not 
under any circumstances be made public or revealed to any parties other than the researcher 
and the supervisors. Participants can withdraw their participation prior to submitting the 
survey. 
  

The project is being carried out by:  
 
Amir Mirshams 

Doctoral Student in Accounting – Lincoln University 
m +642108323846 

e  mirshama@lincoln.ac.nz  
 

He will be pleased to discuss any concerns you have about participation in the project. 
 
Supervisors: 
 
Dr Jamal Roudaki 
Senior Lecturer – Lincoln University 

p +64 3 423 0234 

e jamal.roudaki@lincoln.ac.nz 

Murray B. Clark 
Senior Lecturer – Lincoln University 

p +64 3 423 0247 
e murray.clark@lincoln.ac.nz 

 

 

 

 

 

 

 

 

tel:+643423%200247
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Q1 Please select your firm size? 

 

 

 

Q2 Please select your regional council area? 
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Q3 Please select your main industry expertise? 
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Q4 For discussion of this questionnaire, which of the following services are you involved in your firm or 

you would prefer to discuss? 

 External audit (1) 

 Taxation (2) 
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Answer If Which service are you responsible for in the firm or prefer to discuss? External audit Is 

Selected 

Q5 How important are the following criteria when accepting an SME client for external audit services? 

 Extremely 
Important (4) 

Very Important 
(3) 

Important (2) Not Important 
(1) 

Not Relevant 
(0) 

Attitude toward 
success (1) 

          

Client's ability 
to pay the fee 

(2) 
          

Your CA firm 
capacity (3) 

          

Client industry 
(4) 

          

Past failure of 
SME directors 

(5) 
          

Personal feeling 
about the new 

client (6) 
          

Risk of 
insolvency of 
the client (7) 

          

Propensity to 
actively engage 

with CA firm 
advice (8) 

          

Reputation (9)           
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Answer If Which service are you responsible for in the firm or prefer to discuss? External audit Is 

Selected 

Q6 How important are the following criteria when deciding to resign or ratify as an external auditor for 

an SME client? 

 Extremely 
Important (4) 

Very Important 
(3) 

Important (2) Not Important 
(1) 

Not Relevant (0) 

Open to accept 
suggestions – 

making 
improvement 

(1) 

          

Being profitable 
for your CA firm 

(2) 
          

Changes in the 
ownership of 
the SME (3) 

          

Client being 
unhappy about 

fee (4) 
          

Complying with 
the tax 

regulations (5) 
          

Continuing 
integrity (6) 

          

Fraud (7)           

Lack of 
cooperation 

with audit team 
(8) 

          

Risk of future 
going concern 

(9) 
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Answer If Which service are you responsible for in the firm or prefer to discuss? External audit Is 

Selected 

Q7 How important are the following characteristics for audit service quality? 

 Extremely 
Important (4) 

Very Important 
(3) 

Important (2) Not Important 
(1) 

Not Relevant (0) 

 Good 
communication 
and not causing 
any surprises (1) 

          

Staff tenure in 
audit team (2) 

          

Depth of 
business 

support (3) 
          

Making clients 
confident about 

quality (4) 
          

More 
involvement of 

CA firm's 
partners (5) 

          

No additional 
billing from the 
agreed fee (6) 

          

Pro-activeness 
(updating clients 

about recent 
changes) (7) 

          

Good rapport 
with client (8) 

          

Responsiveness 
(9) 

          

Timeliness (10)           
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Answer If Which service are you responsible for in the firm or prefer to discuss? Taxation Is Selected 

Q8 How important are the following criteria when accepting an SME client for taxation services? 

 Extremely 
Important (4) 

Very Important 
(3) 

Important (2) Not Important 
(1) 

Not Relevant (0) 

Client's ability 
to pay the fee 

(1) 
          

Client not only 
looking for tax 
return but also 

range of 
services (2) 

          

Client industry 
(3) 

          

Personal feeling 
about the new 

client (4) 
          

Pro-activeness 
and planning (5) 

          

Reason for 
changing 

accountant (6) 
          

Referral from 
good clients (7) 

          

Risk of future 
going concern 

(8) 
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Answer If Which service are you responsible for in the firm or prefer to discuss? Taxation Is Selected 

Q9 How important are the following criteria when deciding to resign or ratify as a taxation service 

provider for an SME client? 

 Extremely 
Important (4) 

Very Important 
(3) 

Important (2) Not Important 
(1) 

Not Relevant (0) 

Paying fee on 
time (1) 

          

Client being 
happy with fee 

(2) 
          

Major 
disagreement 

(3) 
          

Client being 
able and willing 
to provide info 

(4) 

          

Unacceptable 
changes in the 
client board's 
strategies (5) 
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Answer If Which service are you responsible for in the firm or prefer to discuss? Taxation Is Selected 

Q10 How important are the following characteristics for taxation service quality? 

 Extremely 
Important (4) 

Very Important 
(3) 

Important (2) Not Important 
(1) 

Not Relevant (0) 

Accessibility (1)           

Communication 
(2) 

          

Friendly staff (3)           

No additional 
billing from the 
agreed fee (4) 

          

Considering 
staff gender 
allocation to 

clients (5) 

          

Open door 
policy (6) 

          

Good personal 
relationship (7) 

          

Pro-activeness 
(8) 

          

Good rapport 
with client (9) 

          

Stability of staff 
(10) 

          

Timeliness (11)           

Understanding 
their business 

(12) 
          

 

 

Q11 Any other comments 

 

 

 

 




