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Abstract 

In order to formulate proper strategies, it is important for business firms to 

understand its firm life cycle stage. Furthermore, investors and creditors can make 

better decisions if they recognize the life cycle stage of a firm. 

Ever since Anthony and Ramesh proposed a method using three financial 

indicators and firm year as proxies for firm life cycle, many studies has adopted it to 

divide firm life cycle stage. Dickinson used cash flow patterns as a proxy for firm life 

cycle and proved that under cash flow patterns method, firm life cycle better fits the 

description of each stage in the economic literature. For the purpose to understand 

which method is more suitable in Taiwan, this study used each method to distinguish 

firm life cycle and evaluate it by using thirteen performance variables and future 

profitability forecasting model. 

The result shows that under cash flow patterns method, the performance 

variables and future profitability forecasting model fits the economic literature more 

than Anthony and Ramesh method, indicating that it is more appropriate to use cash 

flow patterns method to divide firm life cycle stage in Taiwan. 

Key words: Firm life cycle, Cash flow patterns, Financial statement analysis, 

Performance variables, Future profitability forecasting 
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* p < 0. , ** p < 0.0 , *** p < 0.0  
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* p < 0. , ** p < 0.0 , *** p < 0.0  
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