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International Service Outsourcing: Transaction Cost and Tax Treatment

Liming Fan and Jian Guo

Abstract: International service outsourcing refers to a kind of cross-border transaction between enterprises in respect of a specified
service process. Compared to the savings of the production cost in the course of international service outsourcing, the transaction
cost has much more impact on international service outsourcing. Taxation, as one of the policy factors influencing the outsourcing
activities, can also indirectly regulate the transaction cost through playing a role in such factors as human capital, technological level
of enterprise and infrastructure. At present, however, China's tax system has a poor regulation on the said factors by reason of such
problems as a weak support force and a narrow favored range with respect to international service outsourcing, and that means it is
necessary to deepen the reform in this regard for improvement.

Key words: International service outsourcing; Transaction cost; Tax treatment
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