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PREFACE 

 During the period of March 2012 to February 2015, I embarked upon a journey of learning 

and discovery. As wise men proclaim, “It is the journey that matters the most, not the destination”. 

And as this journey is coming to an end, I should not forget all the experiences and people that 

made it possible. Foremost, I am grateful for the financial support provided by Department of 

Economics and Business, Aarhus University, which made it possible for me to travel abroad for 

seminars and to gather data for my research. Special thanks go to all the participants of my study for 

making this research possible. 

 While, several people contributed to this research, I would like to first thank my main 

supervisor Kim Klarskov Jeppesen at Department of Accounting and Auditing, Copenhagen 

Business School (CBS), Denmark, for offering invaluable guidance and also for supporting me by 

co-authoring my first paper. I truly value and admire the patience that he has shown whenever I 

would approach him with a new idea or, more often, a new question or problem. He has always 

been encouraging and motivating.  

 Of course, my project is to a large extent built upon the great foundation provided to me by 

Department of Accounting and Auditing at CBS. The academic and administrative support that I 

received at CBS was first-class and ensured that I could focus more on my project and less on the 

administrative challenges, which were skilfully tackled on my behalf by the CBS administration. 

My stay at CBS was so much more hospitable thanks to Carsten Krogholt Hansen. I would also like 

to thank all my dear colleagues and fellow department members who made me feel comfortable 

during my stay at CBS. Nothing can replace the importance of the numerous sparring sessions and 

insightful discussions that I had with my fellow PhD students who helped me make my research 

snappier. 

 This research project gave me an opportunity to visit different universities and experience 

great learning environments of which one of the prime ones was Fisher School of Accounting, 
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University of Florida, USA. I wish to express my gratitude to Stephen K. Asare and W. Robert 

Knechel for hosting my stay and providing me with opportunities to attend some interesting 

seminars and participate in an excellent research environment. Also, I would like to thank all the 

PhD fellows at Fisher School of Accounting for creating a fun environment at work and for 

insightful discussions.  

 A lot of my questions and concerns during the research process were addressed by Peter 

Skærbæk and Leif Christensen who not only dealt with them patiently but also spent time to provide 

me with the best answers.   

 I would like to express my gratitude to Mark Christensen who provided me with instrumental 

feedback on my first paper. I also wish to thank Bo Sandemann Rasmussen, Hans Frimor and Jan 

Bentzen for their constant guidance and support throughout my studies. 

 To make sure that my thesis is authentic and proofread; a few dedicated and helpful 

colleagues took out the time and effort: Richard Pucci, Berit Hansen, Annette Mortensen and 

Thomas Stephansen. I would also like to thank Kim Pettersson and Pernilla Rørsø for providing 

housing support in Copenhagen.  

 Last and certainly not the least, I would like to offer/express my gratitude and respect to my 

friends and family whose unwavering and constant support kept me afloat during tough times and 

kept me going when it mattered the most. Without them, I wouldn’t be here.  

             

Sakshi Girdhar 

February 2015 
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UPDATED PREFACE  

The pre-defense took place on March 27th, 2015. I am very grateful to the member of the 

assessment committee Thomas Riise Johansen from Copenhagen Business School, Breda 

Sweeney from National University of Ireland Galway and Rainer Lueg (chair) Aarhus 

University for their careful reading of my dissertation and providing constructive comments 

and suggestions. Most of the comments have been incorporated in the current version of the 

dissertation, while others remain for the future. 

 

Sakshi Girdhar 

May 2015 
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1 Summary 

1.1 Background and Structure of the Thesis 

The purpose of this research is to examine the implications of internationalization of big accounting 

firms on their practices and structures. One of the most important business phenomena of the last 

few decades has been the internationalization of large, small, established and new ventures 

(Sapienza et al., 2006). The changes due to the globalization of the business environment has led 

big accounting firms (BaF hereafter) to become one of biggest global suppliers of accounting 

services for listed entities. For example, in June 2014, PWC had presence in 157 countries with 

total staff of 195,433 and global revenues of USD 34 billion, according to their global website. 

Considering the size and importance of BaF and the enormous changes that they have witnessed 

over the last few decades, surprisingly little research has focused on analyzing their practices and 

structures, which intrigued me to carry out this study. Thus, it motivated me to analyze and develop 

deeper insights about the proclaimed ‘seamless web’ of BaF, as they have a highly geographically 

dispersed network without strict hierarchical controls. 

 Since the core product of accounting firms is audit quality (Barrett et al., 2005), BaF have 

incentives to exert consistent efforts to develop and maintain highly uniform practices to create the 

image of a seamless web. By showing that uniform practices are applied, they indicate that a 

consistent level of audit quality is maintained by these firms globally. In order to closely analyze 

their practice uniformity, I believed that reviewing transparency reports would be a good starting 

point of my thesis. The intention is to only analyze the espoused uniformity and not the actual 

uniformity of practices. Transparency reports provide information about the ‘seamless web’ of BaF,  

for example disclosures related to the legal and governance structures of BaF, their independence 

practices, internal controls, HRM practices including partners’ remuneration and promotion etc. 

Issuance of transparency reports has recently been made mandatory by the EU. One of the 

objectives of the EU directive was to improve transparency and audit quality by providing a deeper 
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insight into how the audit firms are organized and their international networks are arranged (Pott et 

al., 2008). I initially did some cross-country analyses of the transparency reports of two BaF and 

found significant differences in their content. This particularly puzzled me because according to 

their claims, if they have uniform structure and practices and all EU member firms are expected to 

follow the common directives, then why would the level of information be different from country to 

country. I could not find a complete answer to my question in the previous literature on 

transparency reports, as the EU directive on this is relatively new. Therefore, my first paper aims to 

contribute to the scant literature, by examining the transparency reports of Big-4 public accounting 

firms in order to understand what determines the content of transparency reports within the network 

of big accounting firms. The subsequent section describes more in detail about the first paper. 

 The roots of the research idea for my second paper primarily originated from the first paper 

of my thesis, while I was still analyzing the transparency reports. While reading the transparency 

reports of BaF, one of the sections related to their practice of partner selection and promotion 

caught my attention for various reasons. Most of the BaF described that partners were evaluated 

against their global core competencies. But the question that came to my mind was how similar 

competencies were across national boundaries? Some of them also specified that partners were 

evaluated against a balanced scorecard. I became interested in these claims and wanted to 

understand in-depth what it takes to become a partner today in BaF. Have the competencies 

requirements changed as the BaF internationalized over time, and how do partners perceive the 

impact of these changes on the audit quality? 

 During the few initial interview discussions with the participants of the study on which the 

second paper is based, I learnt that lately the top BaF in Denmark have revised the managerial 

structure at the top of the pyramid, by adding more levels to the career path of partnership. The new 

career path of State-authorized auditors generated my interest in knowing more about why this path 

has been altered. Therefore, in the third paper, I aimed to answer how and why the new managerial 

structure got legitimatized and how this has impacted the employee-employer relationship in BaF.  
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 In sum, the dissertation will provide new information which is expected to have significant 

scientific and empirical value for standard setters, regulators, education providers, the audit 

profession and the academic community. The three empirical studies in this thesis will provide 

useful insights on different aspects of how internationalization has impacted the practices and 

structures of big accounting firms. 

 The dissertation is article based and consists of three separate chapters analyzing practices 

and structures of BaF. The first paper was written in collaboration with my main supervisor Kim 

Klarskov Jeppesen, Department of Accounting and Auditing, Copenhagen Business School, 

Denmark. The second and the third paper are authored by me alone. The next section sheds more 

light on each article and its contribution. 

1.2 Brief Overview of the Articles 

Each of the research articles in the current dissertation analyzes different aspects of big accounting 

firms and makes independent contributions to the previous literature and, accordingly, all three 

articles can be read separately.  

1.2.1 Article 1: Institutionalization and practice variation in the transparency reports of big 

accounting firms 

Background, Motivation and Objective  

The significance of uniformity in reporting practices is recognized by big accounting firms as they 

invested heavily in global coordination and control in order to proclaim an image of ‘one-firm-

worldwide’ of consistent service quality provider. Accordingly, in the first article of the thesis, I 

aim to provide an understanding of this seamless web by studying what determines the contents of 

the transparency reports within the network of BaF.  The prior literature available on transparency 

reports is still very limited as the EU directive is relatively new. So far, scholars have examined 

practitioners’ perception of transparency reports, practice variation across firms and whether 

disclosures are informative or not (Pott et al., 2008, Petersen and Zwirner, 2009, Pheijffer, 2010). 
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The only notable exception is the quantitative study conducted by Deumes et al. (2012), examining 

if there are cross-country variations in the type of disclosure levels and whether they are related to 

audit quality. Their study did not find any association between the number of disclosures and the 

audit quality and that the cross-country differences may be driven by national regulatory 

requirements. In this paper, we further analyze the pressures of the institutional environment of Big-

4s under which transparency reports are developed in three different countries. This field study 

contributes to the sparse accounting and auditing literature by providing an understanding of how 

big accounting firms develop their transparency reports content using the lens of institutional and 

practice variation theoretical framework.  

Data Collection and Analysis 

The suitability of a research approach depends on the aims of the research and its underlying values 

and assumptions (Hopper and Powell, 1985). For corresponding reasons, this study draws on a 

qualitative research methodology as this approach is more concerned with understanding the reality 

from an actor’s perspectives, how these perspectives are shaped by and shape their physical, 

cultural and social contexts and which particular processes are involved in preserving and altering 

these phenomena (Maxwell, 2012, Firestone, 1987). The greatest benefit of a qualitative study is 

that it not only describes a specific event but also deepens our understanding on how and why the 

‘same’ event is interpreted in a different manner by different stakeholders (Sofaer, 1999). This 

aspect provides significant value in studies of policy making, implementation and outcomes 

(Sofaer, 1999). 

 The content of transparency reports for the year 2012 published by the Big-4 accounting 

firms in the UK, Germany and Denmark is analyzed and semi-structured, face-to-face interviews 

are conducted with the key people of the Big-4s who are responsible for developing the 

transparency reports. To analyze the data, a content analysis approach is used where the central idea 

is to classify many words into fewer content categories and to make valid inferences from the text 
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(Weber, 1990) by systematically classifying the process of coding and identifying themes and 

patterns (Hsieh and Shannon, 2005). Thematic analytic approach was used for the interview data. 

Key Findings and Implications 

The study reveals that the contents of the transparency reports are particularly influenced by the 

demands of the national institutional environment in which the member firm operates. Cross-

national differences such as regulatory style, structure and governance of firms and usage of 

transparency reports determine the degree of transparency reporting practice variation between 

countries. Member firms that do not have global transparency reporting practices are allowed to 

develop nationally their transparency reports in contrast to the firms that are tightly coordinated and 

controlled by the central governing bodies. Our results find evidence that member firms embedded 

in heterogeneous fields sometimes face divergent institutional pressures and thus firms introduce 

elements of practice variation in order to strike a balance between these pressures. The coercive and 

mimetic pressures prevailing at the national level make member firms more heterogeneous in their 

own international network and homogenous in their national market.  

 The study of transparency reporting practice development within the network of big-4s 

allowed us to redirect our attention to the meaning of transparency which is institutionally 

embedded in different fields. In this study, a country like the UK has regulators where they define 

transparency as imposing and encouraging additional stringent requirements above the minimum 

legal requirement, whereas in Germany and Denmark, it is defined merely as complying with the 

minimum legal requirements. 

 The findings reveal that all member firms read the reports of their competitors at the national 

level to develop their own transparency reports. However, two of the firms were tightly controlled 

by their global central governing bodies and had to abide by their global practices as well. This 

means that these tightly controlled member firms may also become the carriers of institutions 

(Scott, 2003). They may carry home the practices from their international network and diffuse it in 

their national market and might become a model of imitation for other loosely connected firms. 
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 The limited response from the users of the report in this study offers several implications as it 

would be interesting to see in future how transparency reports further develop. Will they remain 

ceremonial and eventually disappear because there is no need for them, or can they be developed 

into something useful by the audit firms, for instance as marketing tools to influence audit 

committees or by the oversight bodies by improving them further and making them an instrument 

for audit quality differentiation to promote healthy competition in the market. 

 The study findings also have implications for the policy makers and researchers as the level 

of reported content is not only driven by the regulators but also by the networks of big-4s. 

Correspondingly, it raises questions about the degree to which harmonization can still be achieved 

by means of harmonized audit regulation.  

 The study findings indicate that the network of all big-4s is not symmetrical. We can observe 

that two different models are prevailing to control the network of member firms. One is tightly 

controlled and the other is loosely controlled by the central governing bodies with respect to 

coordination of transparency reporting practice. Therefore, eventually which model will prevail in 

the market may be considered worthwhile to explore in future. 

1.2.2 Article 2: The shift in audit partner competencies and threat for audit quality: insights 

from the big accounting firms in Denmark 

Background, Motivation and Objective  

The primary purpose of this paper is to examine the implications of the internationalization of big 

accounting firms on the changes in partner competencies in Denmark The prime motivation behind 

these mergers was: growth, economies of scale, diversification, internationalization, and simple 

survival of firms in trouble that had limited geographical coverage and whose partners had 

inadequate retirement and succession plans (Wootton et al., 2003). The other yet critical motivation 

was that Big accounting firms wanted the leadership of the profession to rest in the hands of larger 

and successful firms (Wootton et al., 2003) and in order to gain a powerful position in the 

‘regulative bargain’ relationship with the state with respect to self-regulation of the profession 
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(Suddaby et al., 2007). As the accounting firms grew in size and the demand for traditional audit 

services reached a saturation point, firms became increasingly reliant on non-audit services to 

generate revenues (Suddaby et al., 2007). In sum, these firms intention to widen the scale and scope 

of lucrative non-audit services coupled with the development of their strategic plans to achieve 

growth, greater profitability and global reach, launched them into international giants (Zeff, 2003b). 

The cumulative impact of all this resulted in a shifting of dominant accounting institutions 

(Caramanis, 2002) from “P
2
” form to corporate like entities (Thornton et al., 2005). Accounting 

firms shifted their preference and promoted partners based on their commercial competence instead 

of technical competence due to the domination of commercial logics (Greenwood and Suddaby, 

2006). Accordingly, given the significant changes that have occurred in the accounting firms 

especially after the demise of Andersen, very little is known about the impact of the big-4s 

expansion on the competencies of partners especially in smaller countries. Therefore, the study aims 

to analyze two issues using institutional entrepreneurship framework: the way changes have 

occurred and do partners see any perceptual threat to audit quality as a result of the changes. 

 So far only a few studies have examined the perceived essential qualities of partners. The 

studies have primarily been conducted in Big-4s from Anglo-Saxon countries (Canadian, British, 

Irish and American), focusing mainly on business related skills vs. technical skills (Carter and 

Spence, 2013, Hanlon, 1996, Kornberger et al., 2011) or how the identity of a professional is 

formed as a series of appropriate behaviors  rather than in relation to technical competence and 

accreditation (Grey, 1998). My study aims to fill this gap and develop an understanding of this 

under-researched area by studying the impact of the Big-4s’ expansion on their partners’ required 

competencies using a Danish setting. I expect to find differential results due to unique national 

features of Denmark. Also, previous studies do not document how partners tend to perceive these 

changes in respect to audit quality. 
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Data Collection and Analysis 

This study draws on a qualitative research methodology due to the nature and context of the study. 

From an ontological perspective, I adopt a subjectivist approach in this paper, where it is assumed 

that multiple realities exist and are constructed by individuals (Cresswell, 1998). Berger and 

Luckmann (1966) view institutions as socially constructed and observe the life of an organization as 

a shared understanding of meanings created by its members. Therefore, qualitative methods and the 

theory based on institutions adopted in this paper have much in common, as they both adhere to 

social constructionism. In this paper, audit quality is not considered something that exists 

independently of subject and is considered subjective as people have different ways of 

understanding it. Also, as this is a longitudinal study, it is considered appropriate to use an inductive 

approach to clarify the sequences and causes of these events (Elsbach and Kramer, 2003). With this 

in mind, 16 face-to-face, in-depth interviews were conducted with accounting professionals from 

big accounting firms in Denmark. The focus was not exclusively on current equity partners but also 

on those who were non-equity partners or in the process of trying to become partners or had 

previously tried to become partners, including current and former accounting professionals. A 

number of retired partners and one HR director were also considered for the interviews. Thematic 

(cross-sectional) analysis was used as the primary analytic approach in this paper to analyze the 

interview data. 

Key Findings and Implications 

This study supports the previous finding that there is strong commercial focus in accounting firms 

(Sweeney and McGarry, 2011). The results show that the key requirement to become a partner in a 

big Danish accounting firm has shifted from technical competence to business competence. The 

other critical skills identified by the participants are networking, leadership, interpersonal, political, 

IT and innovation skills. Some of the participants perceived these shifts as threats to the audit 

quality, as due to the excessive focus on commercial logics, partners sometimes fail to apply the 

required professional skepticism. 
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  This study also contributed towards understanding the changes in the way the audit 

profession is regulated today. Previously professionalism was much regulated by ‘self-controls’, 

whereas now professionalism is much more regulated by ‘administrative controls’ (such as quality 

assurance, risk and IT systems, regulations) and much more detailed regulatory controls (intensified 

oversight and inspections). These changes have implications for understanding how professionalism 

is getting more alienated from professionals and getting embedded in other structures. 

  The increased rule and regulations since the Andersen’s demise might have implications for 

the profession as the regulations seem to have drifted partners’ interest even farther away from 

building their technical competence. By adding more detailed regulations and standards, regulators 

are compelling partners to get more commercial and solely focus on business development as 

learning new complicated laws requires more time and effort. 

 This paper reports that one result of the increased focus of partners on business development 

is that the core task of audit delivery has been entrusted to non-partners. I expect that this 

segregation of responsibilities may create control problems, as partners tend to spend more time on 

business development and rely more on the work conducted by non-partners, thus endangering the 

audit quality. Partners may not be able to assess how carefully the audit task has been conducted, 

which may also endanger the audit quality. However, to analyze this issue, more research is 

suggested to investigate the impact of changes in organizational structure on audit quality. 

 In this paper, I find that size and power play significant roles in setting the norms for the 

whole profession. When the big accounting firms became the new elite center of the profession, 

they reformed the requirements to become a partner. Consequently, this raises a concern about 

whether elite firms can be relied on to instil technically and ethically justified norms of professional 

behavior? To address this concern, we need to understand the contribution of different actors such 

as the state and the profession and the interaction between them in the construction and 

reproduction of field-level norms (Greenwood and Suddaby, 2006, Scott, 2001). The role of the 

profession and the state in educating and certifying auditors is divided in Denmark and I expect that 
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this structure may create complexity in accepting the onus of instilling the technically and ethically 

justified norms of professional behavior. Perhaps future research may consider studying how the 

state and the profession view and attempt to resolve this complexity. 

 The findings also suggest that HRM practices in BaF are reflective of dominant commercial 

logics. The promotion, employee development and compensation structure are skewed towards 

promoting business competence. So this poses a question for education providers like universities 

and professional associations in assessing their role in the educational of auditors: should the 

education providers build the students’ business competence, focus solely on technical competence, 

or attempt to balance between the two in order develop a technically and commercially balanced 

personality?  

1.2.3 Article 3: Up, up and away? The transformation of organizational structure in the big 3 

accounting firms in Denmark 

Background, Motivation and Objective  

In this paper, the goal is to understand how and why big accounting firms departed from the 

traditional ‘up-or-out’ model of promotion and introduced changes in the managerial structure by 

adding post-senior manager (director and non-equity partnership) positions. Using the theoretical 

lens of institutional entrepreneurship, the paper shows why and how the structural changes have 

been legitimized inside the big Danish accounting firms. The study also analyses the implications 

for the employer-employee relationship within big accounting firms. 

 Considering the importance of audit firms, surprisingly little has been done in terms of 

analyzing their organizational structure (Jeppesen, 2007). Furthermore, as these firms have 

undergone enormous changes over the last 10-15 years, it is worth reviewing the revised structure. 

Although some of the prior studies have attempted to explain accounting firms’ rationale for 

altering the managerial structure (Almer et al., 2011, Almer et al., 2012, Hooks et al., 1997, Carter 

and Spence, 2013), they have not shown how and why these positions got legitimized and impacted 

the trust and loyalty inside the firms. It is critical to study how and why these new roles have been 
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added in the managerial structure, as introducing new roles and ways of working into highly 

established organizations presents many challenges (Reay et al., 2006), and as it is difficult to 

change the institutionalized structures. It is not only important that new structures are accepted by 

external constituencies, but also equally important that they are accepted by internal constituencies, 

such as a highly educated professional workforce which is a primary asset in a knowledge intensive 

firm. Accordingly, any alterations in managerial structure may have implications for the employee-

employer relationship.  

 The study makes contributions to the existing scant literature on post-senior manager 

positions that have been introduced in big accounting firms. It highlights the significance of the 

growing and relatively new phenomenon of positions being added in the career track by the 

accounting firms. By making the academic community aware of such positions, future research can 

incorporate a complete range of career choices and not focus solely on partnership as the only 

destination on the career ladder. Such a study will also highlight how these positions are serving 

multiple agendas of the accounting firms. In addition, previous studies have rarely been conducted 

outside the USA and the UK, so this paper aims to bridge this gap by providing an analysis of 

Danish accounting firms. The Danish setting appears to be particularly interesting for this study. 

First, in small culturally cohesive countries like Denmark, the influence of national institutions can 

be especially strong (Maskell, 2004). Denmark is a small egalitarian country where opportunism is 

penalized and where a high level of trust based relations is maintained. Accordingly, the Danish 

setting promised to be a fruitful one for the exploration of institutional entrepreneurship as the 

changed structure is observable only in top big accounting firms that are embedded in their 

international network. So, it was apparent that only particular actors in the Danish market were 

highly influential in this process. 

Data Collection and Analysis 

Big accounting firms have undergone managerial structural reforms owing to institutional and 

market context changes, and the accounting literature has been silent on these reforms, except for a 
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few studies. The changes in the structure have not been fully explored and thus a qualitative 

research approach is deemed to be suitable to gain insights on how and why these changes have 

been legitimized in big accounting firms. This is a longitudinal study which can best be analyzed 

using inductive approach to clarify sequences and events (Elsbach and Kramer, 2003). I collected 

data from big accounting firms by conducting 16 face-to-face, in-depth semi-structured interviews 

and one telephonic interview with current and former accounting professionals from big accounting 

firms in Denmark. The semi-structured interview approach allowed retaining an open-ended and 

flexible design which makes it possible to follow up with probing questions during the course of an 

interview whenever necessary in order to develop a comprehensive picture (Horton et al., 2004, 

Lee, 1999). A thematic analysis was used as the primary analytic approach and the analytic efforts 

were directed towards linking themes and existing literature.  

Key Findings and Implications 

These study results show that the creation of post-senior manager positions is largely the result of 

mega-mergers that took place in late 1990s. The field level changes in Denmark produced 

institutional contradictions and created misalignment between the institutional arrangements (P-

form) and the interest and goals of big accounting firms enabling them to become institutional 

entrepreneurs. Danish accounting firms emerged as the most powerful players and gained resources 

in the audit market after the mega-mergers. Due to the shifts in power and social position of the big 

accounting firms, they were able to break away from the conventional ‘up-or-out’ model. The big 

accounting firms demonstrated a classic example of institutional entrepreneurship, devising a new 

and flexible means to reap profits by leveraging competent employees without having to admit them 

into the club of real partnership. The cumulative impact of all these changes has resulted in an 

alteration of the employee-employer relationship established between the firm and its employees 

over a course of time.  

  The paper contributes to the existing knowledge about partnership models in accounting 

firms. The study results show that multiple embeddedness of local firm in international networks 
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facilitates institutional entrepreneurship; however, it also illuminates that the national features of 

smaller countries like Denmark are slowly getting washed away by the formation of global markets. 

A result of this appears to be that two different partnership models within the same profession in 

Denmark have evolved. While it is true that the Danish accounting field is currently more 

fragmented with respect to different partnership models, it becomes more probable that fields may 

become unified overtime to the degree individuals become carriers of institutions (Scott, 2003). 

Accordingly, directors from big accounting firms who take up partnership positions in non-big 

accounting firms may change the understanding of conventional structures and reshape the 

prevalent institutions in non-big fours thereby unifying the fragmented field.   

 The results of this study advance the knowledge that we have from previous studies which 

have documented that accounting professionals at the top have embraced commercial logics, and 

that this has given birth to a homogenous class of commercialized professionals (Hanlon, 1996). 

However, my study shows that there is a spilt in the class of professionals and that not all 

individuals are willing to embrace the commercial logics and sacrifice their professional values to 

rise to the top. These are the individuals that consequently may accept post-senior manager 

positions. There may also be other reasons for accepting these positions, but this is beyond the 

scope of this research. 

Similarly, the findings of this paper have implications for understanding the accounting 

profession. The shift towards commercial logics is leading big accounting firms to create a 

‘subordinate profession’, where the routine work of audit tasks is now being passed on to the non-

partners while the partners represent a superior class of true professionals. 

This study also demonstrates that partners are spending relatively less time on audit 

engagements by relying on non-partners for audit delivery. This in turn may create problems of 

weak control of the audit work. Also, partners may put excessive pressures on non-partners to meet 

effectiveness and efficiency criteria to increase their own earnings. Thus, problems of insufficient 

control combined with partners’ high appetite for risk may result in post-senior managers engaging 
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in audit quality threatening behavior. Additionally, the team engaged in audit tasks may be 

constituted of employees who have experienced trust betrayal or a breach of psychological contract 

in the organization. The breach of trust may lead auditors to engage in audit quality threatening 

behavior. Accordingly, it would be more interesting for future research to analyze to what extent the 

new structure has impacted the level of audit quality.  
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2 Danish Summary (Dansk Resumé) 

Formålet med min forskning er at undersøge hvilke konsekvenser, internationaliseringen af de store 

revisionsfirmaer har på disses metoder og strukturer. Inden for erhvervslivet har et af de helt 

markante fænomener i de seneste årtier været den stigende internationalisering af såvel små, 

nystartede virksomheder som store, veletablerede virksomheder (Sapienza et al., 2006). 

Globaliseringen i erhvervslivet har medført, at de store revisionsfirmaer (herefter kaldet SRF, in 

English - Baf) er blevet nogle af de største leverandører af revisionsydelser til børsnoterede 

virksomheder. I juni 2014 var PWC således ifølge deres website repræsenteret i 157 lande, havde en 

medarbejderstab på 195.433 og en total omsætning globalt på 34 milliarder USD. 

 Når man tager størrelsen af SRF i betragtning samt de enorme ændringer, de har undergået i 

løbet af de seneste årtier, kan det undre, at der er forsket så lidt i deres metoder og strukturer, 

hvilket ansporede mig til at lave denne afhandling. Jeg blev således motiveret til at analysere det 

såkaldte “problemfrie netværk” af SRF og dermed få en større indsigt i det, da deres netværk er 

yderst spredt og uden streng hierarkisk styring. 

 Eftersom revisionsfirmaernes kerneydelse er den kvalitet, revisionen udføres med (Barrett et 

al., 2005), ansporer det SRF til konstant at udvikle og opretholde yderst ensartede standarder for at 

fastholde billedet af det problemfrie netværk. Ved at vise omverdenen, at de har ensartede 

arbejdsmetoder, viser de samtidigt, at de er i stand til at fastholde et konsistent højt kvalitetsniveau i 

deres revisionsydelser over hele verden. Jeg anså derfor gennemsigtighedsrapporter som et godt 

udgangspunkt for den analyse, jeg ønskede at lave af graden af ens metoder og praksis i forbindelse 

med min afhandling. I min afhandling ønsker jeg at fokusere min analyse på den påståede 

ensartethed og ikke på, hvorvidt metoder og praksis reelt er ens. 

 Gennemsigtighedsrapporter indeholder information om, hvordan disse “problemfrie netværk” 

af SRF opererer, og de indeholder således bl.a. informationer om de juridiske og ledelsesmæssige 

strukturer i SRF, deres metoder til sikring af uafhængighed, interne kontroller, nuværende praksis 
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inden for HRM og herunder partnernes vederlag og muligheder for forfremmelse osv. EU har for 

nyligt gjort gennemsigtighedsrapporter obligatoriske, og et af formålene med EU direktivet var at 

forbedre transparensen og kvaliteten af revisionsydelserne ved at give en dybere indsigt i, hvordan 

revisionsfirmaerne er organiseret, og hvordan deres internationale netværk er opbygget (Pott et al., 

2008). Jeg startede med at lave nogle tværnationale analyser af gennemsigtighedsrapporterne for to 

SRF og fandt væsentlige forskelle i deres indhold. 

 Det undrede mig, at informationsniveauet var forskelligt fra land til land, eftersom SRF 

hævder at have såvel ensartet struktur som praksis, og eftersom alle SRF i EU medlemslandene 

forventes at følge de fælles direktiver. Eksisterende forskning i gennemsigtighedsrapporter kunne 

ikke hjælpe med et svar på, hvorfor der var disse forskelle, eftersom EU direktivet om 

gennemsigtighed er relativt nyt. Min første artikel er derfor skrevet som et bidrag til den sparsomme 

litteratur, der fandtes på området, og gennem en analyse af gennemsigtighedsrapporterne fra de fire 

store revisionsfirmaer (the Big Four) sigter jeg på at besvare spørgsmålet om, hvad der er 

bestemmende for gennemsigtighedsrapporterne inden for SRF netværkerne. Den første artikel vil 

blive beskrevet i flere detaljer i næste afsnit. 

 Mens jeg analyserede gennemsigtighedsrapporterne i forbindelse med min første artikel, 

opstod ideen til den anden artikel. Når jeg læste SRF gennemsigtighedsrapporterne, blev min 

opmærksomhed af flere årsager specielt vækket af et af de afsnit, der beskriver praksis vedrørende 

udvælgelse af partnere og forfremmelse. De fleste SRF beskrev, hvordan de vurderede partnerne ud 

fra disses globale kernekompetencer. Men jeg kunne ikke lade være med at stille mig selv 

spørgsmålet om, hvor ens kompetencerne reelt var på tværs af nationale grænser. Nogle af 

rapporterne angav desuden, at partnerne blev evalueret på baggrund af et balance scorecard. Jeg 

blev interesseret i at vide mere om disse evalueringsmåder, og jeg ønskede at få en dybere forståelse 

af, hvad det kræver for at blive partner i SRF i dag. Er kravene til partnernes kompetencer ændret i 

takt med, at SRF er blevet internationaliseret, og hvilken indflydelse mener partnerne, at disse 

ændringer har for kvaliteten af revisionsydelserne? 
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Under de første interviews med deltagerne i det studie, som den anden artikel er baseret på, fandt 

jeg ud af, at den største SRF i Danmark for nylig har ændret ledelsesstrukturen på øverste niveau i 

pyramiden, således at der nu er flere trin på karrierestigen for partnerne. Jeg blev nysgerrig efter at 

finde ud af, hvorfor karrierevejen for statsautoriserede revisorer var blevet ændret, og jeg forsøger 

derfor i den tredje artikel at finde svaret på, hvordan og hvorfor den nye ledelsesstruktur blev 

gennemført og hvilken indflydelse denne ændring har haft på forholdet mellem arbejdsgiver og 

medarbejdere hos SRF. 

 Afhandlingen vil således indeholde nye informationer, der kan forventes at have betydelig 

videnskabelig og empirisk værdi for såvel standardiseringsorganer, regulatorer, 

uddannelsesinstitutioner, revisionsbranchen som for forskningskredse. De tre empiriske studier i 

denne afhandling vil bidrage med værdifuld indsigt i forskellige aspekter af, hvordan 

internationaliseringen har påvirket praksis og strukturer i de store revisionsfirmaer. 

 Afhandlingen er artikelbaseret og består af tre selvstændige kapitler, der analyserer 

eksisterende praksis og strukturer hos SRF. Den første artikel blev skrevet i samarbejde med min 

hovedvejleder, Kim Klarskov Jeppesen, Institut for Regnskab og Revision, Copenhagen Business 

School. De to efterfølgende artikler er egne værker. I næste afsnit gennemgås hver enkelt artikel og 

dens forskningsbidrag.  
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3.1 Abstract 

The purpose of this research is to examine the transparency reports published by the Big-4 public 

accounting firms in the UK, Germany and Denmark in order to understand what determines the 

content of transparency reports within the network of big accounting firms. The study draws on a 

qualitative research approach, where the content of transparency reports is analyzed and semi-

structured interviews are conducted with the key people of the Big-4s who are responsible for 

developing the transparency reports. Overall, the findings suggest that the specified content of the 

transparency reports is particularly influenced by the national institutional environment in which the 

Big-4 member firms operate, thus leading them to introduce practice variation and resulting in 

cross-national differences.  

Keywords – Transparency Reports, Institutional Logics, Practice Variation, Accounting Firms, 

Cross-Country Difference 
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3.2 Introduction 

After some of the high profile corporate scandals like Enron, Ahold and WorldCom in the corporate 

history and the recent financial crisis, the audit quality became one of the top priority issues for 

regulators, standard setters, researchers and practitioners (Deumes et al., 2012). It has been 

discussed that governance mechanisms such as increased transparency with respect to governance 

and professional practices of the audit firms may enable stakeholders and market participants to 

differentiate between firms, which in turn may provide incentives to accounting firms to increase 

audit quality (International Organization of Securities Commissions, 2009). By providing greater 

transparency and disclosures, interested parties would be better informed about how the firms are 

managed (Patel et al., 2002). In line with this reasoning, EU revised its eighth directive (European 

Parliament & Council of the European Union, 2006) and introduced transparency reports as a 

mechanism to restore dented investors’ confidence and provide better protection against recent 

corporate scandals (Deumes et al., 2012). One of the objectives of this directive was to improve 

transparency and audit quality by providing a deeper insight into how the accounting firms are 

organized, governed and their international networks are managed (Pott et al., 2008) by introducing 

transparency reports. Therefore, as per Article 40 (European Parliament & Council of the European 

Union, 2006), all statutory auditors and public accounting firms in EU who were auditing Public 

Interest Entities (PIEs) were obliged to publish transparency reports disclosing the following 

information with effect from 2008: 

a) a description of the legal structure and ownership 

b) whether the audit firm belongs to a network, a description of the network and the legal and 

structural arrangements in the network 

c) a description of the governance structure of the audit firm   

d) a description of the internal quality control system of the audit firm and a statement by the 

administrative or management body on the effectiveness of its functioning  

e) an indication of when the last quality assurance review took place 



20 

 

f) a list of public-interest entities for which the audit firm has carried out statutory audits during the 

preceding financial year 

g) a statement concerning the audit firm's independence practices which also confirms that an 

internal review of independence compliance has been conducted 

h) a statement on the policy followed by the audit firm concerning the continuing education of 

statutory auditors 

i) financial information showing the importance of the audit firm, such as the total turnover divided 

into fees from the statutory audit of annual and consolidated accounts, and fees charged for other 

assurance services, tax advisory services and other non-audit services 

j) Information concerning the basis for the partners' remuneration. 

As the directives requirements are quite loose and broad, and EU does not have its own 

administrative machinery to implement directives, it leaves the execution responsibility of the 

directives to the member states (Cooper et al., 1996, Treib, 2008) and accounting firms. This 

research is particularly focused on examining the contents of transparency reports for big 

accounting firms cross-nationally and developing an understanding of what determines the content 

of the transparency reports. When doing the analysis in this study, we examine two contradicting 

forces, which may influence the content of transparency reports. On one hand, we would expect big 

accounting firms to produce consistent transparency reports cross-nationally, as Big-4s describe 

themselves as ‘one-firm-world-wide’ providing consistent high quality service (Arnold et al., 2009) 

organized in a highly integrated network cross-nationally (Lenz and James, 2007). The 

internationalization of accounting firms was primarily the result of overseas expansion and 

changing demands of their clients, and the changes in the global market pushed big accounting 

firms to heavily ‘invest in the systems of global coordination and control’ (Cooper et al., 1998) in 

order to continually respond to the needs of their clients. Consistent disclosures in transparency 

reports cross-nationally for e.g. remuneration policy to partners and governance structure can be 

considered potentially useful for stakeholders in assessing the audit quality and therefore firms 

would like to maintain a high standard of uniformity in order to sustain their external reputation 
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(Simunic and Stein, 1987). But how the transparency reporting practices are set inside their global 

networks is yet not known. Whether it is the global central governing body of the network that 

determines the content of reports or whether member firms imitate the transparency reporting 

practices of the other firms within their own network to publish uniform reports? Consequently, 

with respect to transparency reports, it is reasonable to expect that the reference frame for users of 

reports such as investors, client firms and audit committees might be more global than local, as the 

reports give direct insights for comparing and assessing how accounting firms’ networks are 

arranged and consistent audit quality is managed. On the other hand, we may expect variation in 

transparency reporting practice because we know that the international differences in business, legal 

and cultural environment create significant differences in the level of audit assurance (Frost & 

Ramin, 1996). In other words, the standards are perceived, interpreted and implemented in different 

ways due to differences in type of economy, users, the stage of economic development, the nature 

of capital market, regulatory environment and cultural attitudes (Jeppesen, 2010). Therefore, we 

could also expect that the variations in institutional environment can disturb the seamless web of 

big accounting firms thereby impacting the level of disclosures in reports. However, in order to 

facilitate effective coordination and harmonization between fragmented national systems, EU has 

also established a ‘European Group of Auditors Oversight Bodies’. It is a platform where public 

oversight bodies of accounting firms from different EU member states can interact and share best 

practices. In sum, it is still unclear whether there would be a consistent level of disclosures in 

transparency reports across the network of member firms of big-4s or whether there would be a 

practice variation. Therefore, this study also contributes to the sparse literature on understanding 

how Big-4s develop their transparency reporting practices within their own network. The aspects of 

how practices and structures are influenced in the Big-4 accounting firm network and their 

implication for audit quality have been further analyzed in the other two papers of the dissertation.  

  We selected the UK, Germany and Denmark for this study. When selecting countries, we 

carefully considered the diversity of legal systems, providers of corporate capital, and protection 
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rights for investors. For instance UK is characterized as a common law country having stronger 

laws for the protection of outside investors with a large equity market and dispersed ownership 

structure (Van Tendeloo and Vanstraelen, 2008) whereas Germany is code law country and 

provides higher protection laws to the creditors due to the presence of a large bank and pension 

fund oriented capital market where the ownership and voting rights are generally concentrated with 

them (Frost and Ramin, 1996). Denmark belongs to a different sub-type of civil law system: it is of 

a more pragmatic Scandinavian type, and due to the presence of family business models, the 

ownership is highly concentrated and voting rights are vested with the insiders. It has low protection 

rights for outside investors and is considered to have a more concentrated ownership structure (La 

Porta et al., 2000). Thus, it would be interesting to study how the transparency reporting practice is 

developed inside the big accounting firms.   

 The analysis in this study is informed by the institutional literature, in particular, with the 

concept of practice variation theory (Lounsbury, 2008, Cruz et al., 2009).  We analyze the content 

of the UK, German and Danish transparency reports of Big-4s, followed by semi-structured 

interviews particularly with the partners/directors/CFOs who were involved in formulating these 

reports. The approach adopted in this study allows us to examine cross-country variations from 

multiple dimensions and gain an understanding of this issue. The study results may have important 

implications for standard setters, regulators and practitioners, as the research will help provide 

insights into how boundaries of information set provided in the transparency reports are defined in 

the member states. 

  The remainder of the paper proceeds as follows: Section 2 discusses the theoretical 

development. Section 3 describes the research design; and the findings are discussed in Section 4. 

The last section presents discussion, conclusion and implications for research and practice. 

3.3 Literature Review  

The prior literature on transparency reports is still very limited as the transparency reporting 

directive is relatively new. Scholars so far have examined only the perception of practitioners about 
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the effectiveness of transparency reports, the relationship between the extent of variation of 

disclosures across firms within a country and number of PIE clients (Pott et al., 2008, Petersen and 

Zwirner, 2009, Pheijffer, 2010). The only notable exception is the study by Deumes et al. (2012) 

examining if there are cross-country variations in the disclosure levels and if  they are related to the 

audit quality. Their study did not find any association between the number of disclosures and the 

audit quality and that the cross-country (Austria, Germany, the Netherlands, the UK) differences 

may be driven by national regulatory requirements. In this paper, we examine further the pressures 

of the institutional environment of Big-4s under which transparency reports are developed in three 

different countries.  

 This study draws on two main theoretical arguments; an argument for why we may expect 

similar transparency reports and an argument for why we may expect variation in transparency 

reports. The first line of argument focuses on neo-institutional theory that has been widely used for 

studying the adoption and diffusion of organizational practices (DiMaggio and Powell, 1983, Meyer 

and Rowan, 1977, Tolbert and Zucker, 1983, Scott, 1995). Neo-institutional theory provides an 

explanation of similarity (isomorphism) and stability of organizational activities in a given set of 

institutional environment (Greenwood and Hinings, 1996). The central tenet of the institutional 

perspective is  that firms sharing the similar institutional environment employ similar practices and 

tend to beocme isomorphic with each other (DiMaggio and Powell, 1983). The theory is based on 

the premise that organization behaviors are the product of ideas, values and beliefs that arise in the 

institutional context and they tend to respond to these institutional pressures and adopt structures 

and/or procedures that are socially accepted in that institution (Meyer and Rowan, 1977, Zucker, 

1983, Berger and Luckmann, 1966). By conforming to the societal expectations, organizations 

sharing a similar environment tend to become more homogeneous (Boxenbaum and Jonsson, 2008). 

Institutions refer to culture-cognitive, normative and regulative elements that provide stability and 

meaning to social life (Scott, 2001). Dimaggio and Powell (1983) theorize three type of pressures – 

coercive, mimetic and normative pressures – that cause organizations to become increasingly 
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similar. Coercive pressures relate to formal or informal pressures imposed by a powerful authority 

to adopt structural forms and/or practices. Mimetic pressures refer to organizations adopting or 

mimicking the forms/structures of other organizations when there is ambiguity, symbolic 

uncertainty or poorly understood technologies. It is about adopting others’ successful forms when 

there is uncertainty that any other alternative exists. Normative pressures are defined as the 

organizational forms that are considered appropriate in the environment, generally stemming from 

professional networks, associations or universities. Organizations conform to the set of beliefs and 

integrated norms, practices and procedures imposed by the institutional environment (Powell and 

DiMaggio, 1991) to increase their survival prospects, legitimacy, political power and resources by 

conforming to societal expectations (Scott, 1987, Meyer and Rowan, 1977). As the institutional 

context forces organizations to adopt similar ‘templates for organizing
1
 (Powell and DiMaggio, 

1991, Tolbert and Zucker, 1983)(Powell and DiMaggio, 1991, Tolbert and Zucker, 1983)(Powell 

and DiMaggio, 1991, Tolbert and Zucker, 1983)(Powell and DiMaggio, 1991, Tolbert and Zucker, 

1983)(Powell and DiMaggio, 1991, Tolbert and Zucker, 1983), organizational structures sometimes 

arise out of institutional isomorphism instead of the rule of efficiency (DiMaggio and Powell, 1983, 

Meyer and Rowan, 1977).  

 Accordingly, the transparency reporting practices of the big accounting firms may be 

understood using the lens of neo-institutional theory. After the big corporate scandals and with the 

substantive changes in demand for cross-national services from clients, the competitive advantage 

of any big accounting firms now arises out of the ability to provide a globally consistent high 

quality of service. As a result of which, Big-4s have significantly reinvented themselves in terms of 

their systems of global coordination and control (Cooper et al., 1998, Rose et al., 1999). Even 

though Big-4 firms remain independent firms owned and managed on a national basis (Malhotra et 

al., 2006, Lenz and James, 2007), the global central governing bodies of the Big-4 firms seek to 

                                                 
1 The idea of templates refers to the archetypal patterns of display of similar structures and systems, 

expressing the underlying ideas and values (Greenwood and Hinings, 1993) 
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organize and integrate the member firms by imposing common standards and practices to operate as 

‘seamless web’. The member firms are required to comply with the common standards and 

practices imposed by the central governing bodies of the network (Zimmermann and Volckmer, 

2012) to retain their membership in the network. Thus, it can be argued that the transparency 

reporting practice is likely to be coordinated by the respective central governing body of the Big-4s. 

In sum, these kinds of enforcements imposed by the central governing bodies of the accounting 

firms can be interpreted as coercive pressures (DiMaggio and Powell, 1983) to increase 

homogenization in transparency reporting practice across EU countries.  

 Although we expect that the central governing body is likely to exert influence on member 

firms to work towards harmonized transparency reporting practice, we may also expect that 

transparency reports are developed by the member firms in accordance with the reported content by 

the other member firms in their international network to achieve the global mission of ‘one-firm’.  

As the transparency reporting directive is relatively new, member firms may also be uncertain about 

the market expectations. Therefore, member firms may also imitate the practices of other member 

firms from other countries to deal with uncertainty and ambiguity about the kind of disclosures that 

needs to be published.  Thus, to attain global mission of one firm and also deal with such 

uncertainties, the member firms are likely to come under mimetic pressures and imitate the 

practices of other firms.  

 It is widely known that many EU endeavors are largely directed towards the establishment of 

a single market (Humphrey et al., 2011). To achieve that goal, there has also been an increasing 

reliance by the EU on international professional bodies to bring homogeneity in the  standards and 

practices of accounting firms (Loft et al., 2006). Thus, we may expect international bodies like FEE 

or IFAC to play a role in exerting normative pressures by bringing convergence in the transparency 

reporting practices of the accounting firms. In sum, by drawing on institutional theory, we expect 

consistent and homogenized content in transparency reports within the respective network of big 

accounting firms. 



26 

 

 However, the second line of argument in our study draws attention towards the problem 

complexity of developing a practice when firms are embedded in multiple institutional 

environments. In order to develop a deeper understanding about this problem complexity, it is 

essential to recognize that organization fields
2
 are built upon multiple competing institutional 

logics
3
 embedded in an institutional setting (Lounsbury, 2008, Friedland and Alford, 1991). When 

firms are embedded in multiple organizational fields with divergent logics, this creates a need to 

vary practice (Cruz et al., 2009). However, the institutional complexity is experienced by firms 

differently and to different degrees and therefore their response is likely to vary as well (Greenwood 

et al., 2011). Characteristics of a firm such as structure, ownership, governance and identity can 

make these firms particularly sensitive to a certain logic and less to others (Greenwood et al., 2011). 

Oliver (1992) has documented three different types of pressures originating at organizational and 

environmental levels: political, functional and social pressures which may put divergent pressures 

on a member firm.  

Table 1: Political, functional and social pressures 

Level of Analysis Political Pressures Functional Pressures Social Pressures 

 

Organization 

 

 

 

 

Environment 

 

Mounting performance  

crisis 

 

Changing economic utility 

 

Increasing social fragmentation 

Conflicting internal 

interests 

 

Increasing technical 

specificity 

Decreasing historical 

continuity 

Increasing innovation  

pressures 

 

Increasing competition for 

resources 

Changing institutional rules  

and values 

 

           Changing external 

dependencies 

Emerging events and data Increasing structural 

disaggregation 

 

Source: (Oliver, 1992) 

                                                 
2 Organization fields constitute groups of actors like suppliers, consumers and regulatory authorities 

producing similar sets of products and services (Scott, 2008) 

3 Institutional logics are defined as the organizing principles that affect cognition and guide decision 

making in a field (Friedland and Alford, 1991) 
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Thus, multiple competing logics contribute to explain why organizations engage in practice 

variation. 

 By focusing on multiple competing logics and multiple forms of institutional rationality, 

researchers have been able to provide insights into practice variation across institutions.  As a firm’s 

disclosure practice is a function of multiple environmental variables (Cooke and Wallace, 1990), 

reflecting underlying patterns, values and beliefs which are embedded in the wider institutional 

system (Scott and Meyer, 1994, Kogut and Singh, 1988), therefore any cross-national variations in 

institutional structures are likely to create dissimilarities in the practices of the organizations 

(Gooderham et al., 1999). One of the earliest international comparative studies asserting a similar 

view was conducted by Cole (1989), who analyzed innovative group activities in organizations. He 

studied how environmental agents, like labor and trade associations, and governmental authorities 

influence the adoption and retention of organizational practices. The study by Lounsbury (2007) 

also documented in the context of the US mutual fund industry, where two distinct logics rooted in 

two different geographical location fundamentally shape the firm practices. Similarly, Cruz et al. 

(2009) drew their study on Orton and Weick’s (1990) perspective of loosely coupled systems to 

explain the variation in management control practices in global corporations. They studied how a 

local practice variation becomes inevitable due to the specific demands and the environment of the 

local unit which is expected to implement the global set of standard practices. Lukka (2007) 

conducted a similar accounting study, analyzing sources of practice variation in a multinational 

Finnish firm, where the tension was between the standard operating rules of the parent company and 

the sub-unit’s internal logic. A recent study by Arena and Jeppesen (2015) also highlighted an 

example of practice variation by examining how tension and conflicts can lead to variation in 

internal auditing practice when agents are embedded in multiple heterogeneous fields. Therefore, 

from the above studies it can be inferred that the shape and the nature of the practice variations are 

influenced by multiple and diverse logics.  
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 Based on the practice variation theoretical framework and the above mentioned arguments, 

Figure 1 outlines how a member firm of big-4 may face multiple institutional pressures while 

producing transparency reports. The network of big-4s have a complex institutional structure 

(Malhotra et al., 2006), where the member firms of big-4s share not only the institutional 

environment of their international network and the profession to which they belong but also the 

national institutional environment of the country in which they operate, giving rise to institutional 

duality. Thus, the big-4s can be described as pluralistic firms, as they function in multiple 

institutional spheres, experiencing multiple regulatory regimes (Kraatz and Block, 2008). Due to 

differences in cross-national institutional environment, the transparency reporting practice is likely 

to vary as the multiple embeddedness of member firms in heterogeneous fields can give rise to 

conflicting institutional pressures to produce transparency reports. In the given model, we may 

expect to see that a member firm operates in multiple institutional environments facing coercive 

pressures from the central governing body and the domestic regulator. The conflicting pressures can 

further intensify based on the characters of the firm – such as the degree of centralization and 

control. Mimetic pressures are expected to be bidirectional in the domestic market and the 

international network of the member firms, implying that each member firm in the respective 

national country is expected to follow the practices of domestic competitors (other member firms of 

Big-4s), as well as the practices of the other international member firms. The normative pressures 

are expected to be imposed by professional bodies on the member firms. We may expect that these 

divergent institutional pressures can collide with each other and in order to respond to these 

divergent institutional pressures, the transparency reporting practice is likely to be adapted and 

transformed. As a result of this, we may expect to see cross-national differences in the contents of 

transparency reports of the big accounting network.   
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Figure 1: Member firm operating under multiple institutional environments 

 

 To summarize, we may either find similar transparency reports in the network of big 

accounting firms based on neo-institutional theoretical framework, or find differences in the 

transparency reports, as firms are embedded in multiple institutional environments facing multiple 

competing logics which may lead to practice variation. Consequently, this paper will apply both 

lines of theory in our analysis. 

3.4 Research Design and Methodology 

Due to a lack of sufficient explanation in the previous literature on cross-national variations in the 

transparency reporting practices, we deployed a qualitative research approach to fill this gap. The 

qualitative approach was adopted due to the nature and context of the study as it is particularly 

relevant when there is a need to better understand any phenomenon about which prior insights are 

modest (Ghauri and Grønhaug, 2005, Strauss and Corbin, 1990). The qualitative research approach 
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is more concerned with understanding the reality from an actor’s perspectives, how these 

perspectives are shaped by and shape their physical, cultural and social contexts and which 

particular processes are involved in preserving and altering these phenomena (Maxwell, 2012, 

Firestone, 1987). The greatest benefit of a qualitative study is that it not only describes a specific 

event but also deepens our understanding on how and why the ‘same’ event is interpreted in a 

different manner by different stakeholders (Sofaer, 1999). This aspect provides significant value in 

studies of policy making, implementation and outcomes (Sofaer, 1999). As our study also involves 

the revised Eighth EU Directive, the qualitative approach will enlighten our knowledge on how EU 

directives are being implemented in the Big-4 public accounting firms operating in the EU. 

 In this exploratory study, we selected transparency reports for the year 2012, which were 

available online for the Big-4 audit firms from the three countries: the United Kingdom, Germany 

and Denmark. We decided to study the reports for the year 
4
2012, as by law audit firms are allowed 

to remove the reports from their website 2 years after publishing the report.  The structure of reports 

follows the prescribed directive requirements (listed on page 1). 

 This study was carried out in two stages. During the first stage of our study, we used content 

analysis where the central idea is to classify many words into fewer content categories and to make 

valid inferences from the text (Weber, 1990) by systematically classifying the process of coding and 

identifying themes and patterns (Hsieh and Shannon, 2005). The content analysis facilitated us in 

making comparisons of the transparency reports across three countries. First the transparency 

reports were gathered for the year 2012 for all Big-4s in the UK, Germany and Denmark and then 

systematically arranged the reported disclosures for each audit firm into nine categories. The coding 

categories were broadly obtained from the Eighth EU Directive, which lays down the list of 

disclosures which audit firms have to include in their transparency reports and additional sub coding 

categories were identified based on common themes. Then the disclosures given in all 12 

                                                 
4
 For some of the firms, we compared 2011 reports against 2012 reports due to the unavailability 

of all reports for the year 2012 as the financial/accounting year varies from firm to firm. 
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transparency reports were manually read and recorded against the coding categories in order to do 

cross-country comparisons. By performing multiple iterations, the final level of analysis which was 

reached to identify what kind of differences existed between the Big-4’s transparency reports in the 

UK, Germany and Denmark. The length of each report systematically varied from country to 

country.  

Table 2: Length (no. of pages) of transparency reports 

UK 

PWC Deloitte KPMG E&Y 

50 40 46 38 

Germany 

PWC Deloitte KPMG E&Y 

34 19 39 31 

Denmark 

PWC Deloitte KPMG E&Y 

25 24 28 25 

  

 The next stage in the study was conducting semi-structured interviews with the key people at 

the top who were involved in developing the transparency reports. Most of the informants were 

national risk management partners, directors and CFOs. The objectives of the interviews were to 

gain an understanding of the organizational participants’ perspectives on how transparency reports 

are prepared and what considerations do they have while preparing these reports? A semi-structured 

approach facilitates an open-ended and flexible nature in the interview design and conduct, 

providing a richer data set for later analysis (Horton et al., 2004). This approach allows spontaneous 

discussions and follow-up on questions (Lee, 1999). It allows respondents to express their thoughts 

and ideas freely. As we intended to gain insights about the process of preparing the transparency 

reports and what key challenges are encountered while preparing the reports, we considered 

purposeful sampling. We only interviewed informants from each big-4 who were responsible for 

making key decisions while preparing the reports. A total of 11 interviews were conducted, out of 

which 10 were face-to-face and one interview was mailed to the lawyer in a legal department. One 
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of the firms could not participate in the study as the partner was unavailable due to his busy 

schedule.  

 All the interviews were conducted in English. The average length of each interview was 40 

minutes. Length and date for each interview and the position of the interviewee has been separately 

provided in the appendix. In order to increase the trustworthiness of the collected data, we took 

various steps: first, we used an interview guide to ensure that there was a consistent framework 

across all countries, and that questions did not vary significantly from one interview to another. 

Second, all interviewees were given an assurance of confidentiality and anonymity to encourage 

candid responses before the interview began. Third, we sought the respondents’ permission to tape-

record the interviews. To establish rapport with the interviewees, an email containing the 

background information about research, researcher and the anonymity and confidentiality was 

provided and interviewees’ questions related to the study were addressed before the interviews were 

scheduled. Most of the interviews were tape-recorded and subsequently transcribed. Hand-written 

notes were taken during and after only for one of the interviews as the respondent did not want to be 

recorded. All the relevant empirical material has been reported in the appendix and the interview 

quotes have been referred as per the assigned codes in the findings section from the appendix. All 

the transcribed/notes of the interviews and other material were examined systematically multiple 

times manually. The relevant data was divided into clusters and then the emergent themes and their 

relationship were identified through recurring patterns with respect to theoretical perspectives 

which were drawn on to address the research questions (Scapens, 2004). These themes that emerged 

in the study thus served as answers to the research question. To reduce the researcher bias, the data 

was also reviewed by both authors to arrive at a similar interpretation. 

3.5 Findings 

This section presents the main findings and discusses them in the light of the previously reviewed 

literature. The aim of the paper was to examine the contents of transparency reports of big 
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accounting firms and develop an understanding of what determines the content of the reports within 

the network of big-4s. From the content analysis results, we find that the content of transparency 

reports is inconsistent within the big-4 network, and that transparency reporting practice is not 

uniform in the network. Differences were found in the way the transparency reporting practices are 

globally coordinated by the respective central governing bodies of the-4s. Only two out of four big 

accounting firms had global guidelines on transparency reports to maintain uniformity of 

disclosures. The other two firms allow their member firms to nationally develop their transparency 

reports. We observe that in both the scenarios, the member firms tend to become more isomorphic 

in their national institutional environment of the country from where they operate. One of the prime 

reasons behind national isomorphism was the usage of the transparency reports. All our respondents 

undisputedly agreed that it is mainly the local regulators and the competitors who are the potential 

readers of the transparency reports. As mentioned by one of the UK directors – Corporate 

Governance at ZZZ Big-4 on being asked about the usage of reports:  

 “I really don’t know, but it goes to the professional oversight board or the regulator and we 

know that the inspection team reads it very carefully”. 

Another German partner at ZZZ substantiated the above view: 

“Usage of this is very limited. In the beginning we did an analysis and found out that most of 

the readers are academics or competitors. It was quite disappointing. No one else is interested 

in it. It’s form over substance rather than substance over form” 

As the users of the report are primarily the national regulators and competitors and if the member 

firms feel any uncertainty about the market expectations with respect to disclosures, they tend to 

follow what the other member firms are disclosing in the national market and do not refer to the 

reports of international member firms. All the participants confirmed stating the view that they read 

the reports of the competitors in the national market. On being asked about if the member firm 

follows the reported content in their international network, one of the directors from a Danish big-4 

explained the rationale: 



34 

 

 “It’s really not something that’s very much discussed internationally…We don’t look at 

what they do in the UK or Germany anyhow, where should we start and where should we 

stop, and we really don’t feel that there are users in the UK or Germany or we don’t compare 

with them at all in the day-to-day market. We don’t really feel the relevance” 

It is the national institutional environment expectations which play a significant role and exert 

pressures on the national member firms to adopt similar practices. Thus, it can be inferred that the 

member firms attempt to gain legitimacy in their national institutional environment by conforming 

to the expectations of the national market and end up becoming isomorphic with each other. It can 

also be seen in Table 3 that although all the firms state a general overview of the partners’ 

remuneration, it is only in Germany that all the firms consistently mention the percentage of 

average remunerations of fixed salaries paid out to the partners/directors. A German partner, ZZZ of 

Big-4, explained the pressures from the competitors that they had to face in the domestic market: 

“The only area where we keep to the required minimum is the remuneration. We were 

actually criticized in our first report in 2008 or so, and now we say: “OK, the flexible part of 

remuneration for directors is x % in average of the fixed salary”. That’s it. So, when we 

started, this was at first difficult”. 
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Table 3: Partner Remuneration 

PWC Deloitte KPMG E&Y PWC Deloitte KPMG E&Y PWC Deloitte KPMG E&Y

Remuneration 

Details

Remuneration

- Process for 

partners

- Components

Remuneration

- Process for 

partners

- Performance 

Measures  

Remuneration

- Process for 

partners

- Components

Remuneration

- Process for 

partners

- Performance 

Measures  

Remuneration

- Process for 

management 

board, supervisory 

board and senior 

staff

Not described 

in detail 

Remuneration

- Process for 

partners

Remuneration

- Process for 

partners

Remuneration

- Process for 

partners

- Performance 

Measures  

Not described in 

detail (only a small 

note in legal 

structure section)

Remuneration

- Process for 

partners

Remuneration

- Process for 

partners

- Performance 

Measures  

Process for 

drawing 

remuneration

Yes Yes Yes Yes No information No 

information

No 

information

No 

information

No information No information No 

information

No information

Remuneration 

Paid out

Members' 

average 

income

No information % of profits 

allocated as base 

component of the 

partners' salary 

- Average profit 

allocated for 

performance related 

components for 

2011 & 2012

- Total remuneration 

paid out to board 

members

- Profit share of 

highest paid partner 

No information Variable pay-out 

% is given for 

board members 

and partners

Average % 

variable 

compensation 

of directors, 

partners and 

other 

employees

Average 

variable pay-

out % is given 

for senior 

staff

Variable pay-

out % is given 

for board 

members and 

senior staff

No information No information No 

information

No information

UK Germany Denmark

 

Another, yet one of the most critical factors causing practice variation were cross-national 

differences in domestic regulators. In all the interviews, respondents also highlighted the dominant 

role played by the national regulators in shaping the transparency reports of the Big-4 public 

accounting firms. Cross-national differences in regulators determined the degree of practice 

variation of the member firms. It has been documented in the prior literature that UK is classified as 

one of the strictest country in Europe in terms of legislation which ensures a high audit quality 

regime (Moizer and Turley, 1989). The study results also support the previous findings. The British 

regulators are found to have a stricter approach than the German and Danish regulators with respect 

to the reported content in transparency reports. For instance, as we can see in Tables 4 and 5, in the 

UK, all the firms focus on the high level of detailing pertaining to their global governance structure, 

legal structure and national line governance structure, in contrast to the German and Danish 

member firms. This is because the audit firm governance code in the UK requires all Big-4 

accounting firms to supply information on names and job titles of all members of the firm‘s 

governance structures and its management team, how they are elected or appointed and their terms, 

length of service, meeting attendance in the year and relevant biographical details in the 

transparency reports. Other countries do not have such governance codes, so this creates cross-

national differences in reports. 
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Table 4: Global Governance Structure 

PWC Deloitte KPMG E&Y PWC Deloitte KPMG E&Y PWC Deloitte KPMG E&Y

Global network 

revenues disclosed

Yes Yes Yes Yes No No No No No No No No

Global governance 

structure details

Boards 

- Responsibilities

- Composition

- Election criteria

- Term

- Number of  

times they meet

Boards 

- Responsibilities

- Election criteria

- Term

- Number of  

times they meet

- Subcommittees 

responsibilities 

and member 

firms' voting 

rights

Boards 

- Responsibilities

- Composition

- Election 

criteria

- Term

- Number of  

times they meet

Boards 

- Responsibilities

- Composition

- Election criteria

- Term

Boards 

- Responsibilities

Boards 

- Responsibilities

- Election criteria

- Term

- Number of  

times they meet

Boards 

- Responsibilities

- Composition

- Election criteria

- Term

Boards 

- Responsibilities

- Composition

- Election criteria

- Term

- EY Europe 

board activities

Boards 

- Responsibilities

- Composition

- Number of 

members

Name of 

CEO & 

President

Boards 

- Responsibilities

- Composition

- Election criteria

- Term

Boards 

- Responsibilities

- Composition

- Election 

criteria

- Term

Independent non- 

executives details

Board

- Profile

- Independence 

policy

Board

- Responsibilities

- Election

No information Boards 

- Responsibilities

- Composition

- Election criteria

- Term

- Independence

- Handling 

procedures on 

disagreement  

No information No information No information Boards 

- Responsibilities

- Composition

No information No 

information

No information Boards 

- Responsibilities

- Composition

- Election 

criteria

- Term

- Independence

- Handling 

procedures on 

disagreement  

Description of 

common processes to 

help member firms 

apply standards 

Yes No information No information No information No information No information No information No information No information No 

information

No information No information

Details on how 

European cluster is 

organized and the % 

of ownership structure 

of PWC Germany

Yes No information No information No information No information No information No information No information Only name of 

clusters

No 

information

No information No information

How the organization 

activities are funded

No information No information Yes No information No information No information Yes No information No information Yes No information No information

Information on 

indemnity insurance 

coverage

No information No information Yes No information No information No information Yes 

- Information on 

professional 

liability Insurance 

No information No information No 

information

Yes No information

Web link for global 

governance

No information No information Yes No information No information No information Yes No information No information No 

information

Yes No information

UK Germany Denmark

 

Similarly, Table 6 (Panels A and B) also illustrates the differences in the regulatory requirements of 

the three countries. It is required to publish the revenues as the operating profits and since it is 

mandatory to have a Public Interest Committee in the UK, therefore three out of four firms disclose 

not only the revenues generated from audit and non-audit services but also their operating profits 

and the reports from the Public Interest Committee*.  
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Table 5: Legal Structure and National Line Governance Structure 

PWC Deloitte KPMG E&Y PWC Deloitte KPMG E&Y PWC Deloitte KPMG E&Y

Ownership 

structure 

details

Ownership structure 

described in detail

- Principal line of 

business

- Subsidiary 

undertakings and 

their principal activity 

Ownership 

structure 

described in detail

Ownership 

structure 

described in detail

Ownership 

structure 

described in 

detail

History of PWC 

specified to 

explain structure

- Details about 

share capital for 

PWC Germany,  

Europe and 

other member 

firms

% breakup of 

share capital 

owned by 

Deloitte 

Germany

Number of average 

equity partners in 

KPMG Germany

- Subsidiary 

undertakings structure 

and status and  their 

principal activity  

- KPMG Europe 

structure and web link 

provided for KPMG 

Europe LLP

% break-up of 

share capital 

owned by EY 

Germany and 

other firms

Ownership 

structure 

described in 

detail along with 

diagram

Explained in one 

sentence

Ownership 

structure 

described in detail 

- Diagram of % 

of ownership

% of ownership

Number of 

partners in 

the UK 

Yes Yes Average number Yes No information No information No information No information No information No information Yes

- Employees and 

their Gender ratio

- Number of 

successful 

certified auditors 

No information

Number of 

offices 

Web link provided Yes Yes Yes Yes

- Addresses and 

contacts

Yes

- Addresses and 

contacts

Legal status and 

structure of subsidiaries

List of 

Location

Shown on map No information No information No information

National line 

governance 

structure 

details

Boards 

- Responsibilities

- Biographic details 

and pictures 

- Election criteria

- Term

- Number of  times 

they meet

- Meeting attendance

- Changes in the 

board

Boards 

- Responsibilities

- Biographic 

details and 

pictures 

- Election criteria

- Term

- Number of  

times they meet

- Meeting 

attendance

- Changes in the 

board

- Subcommittees' 

board members' 

names and 

activities

Boards 

- Responsibilities

- Biographic 

details and 

pictures 

- Election criteria

- Term

- Number of  

times they meet

- Meeting 

attendance

- Changes in the 

board

- Annual 

remuneration of 

Public Interest 

Committee 

members

Boards 

- Responsibilities

- Composition

- Election 

criteria

- Term

- Number of  

times they meet

Boards 

- Responsibilities

- Composition

- Election 

criteria

- Term

- Number of  

times they meet

Boards 

- Short 

description 

about 

responsibilities

- Names 

- Titles

Boards 

- Responsibilities

- Biographic details and 

pictures 

- Election criteria

- Term

Boards

 - Composition

Boards 

- Responsibilities

- Biographic 

details and 

pictures 

- Election criteria

- Term

Boards 

- Responsibilities

- Names 

Boards 

- Responsibilities

- Names 

- Titles

Boards 

- Responsibilities

- Names

Name of 

external 

auditor

Disclosed No information No information Disclosed No information No information No information No information No information No information No information No information

UK Germany Denmark

Ownership structure

National Line Governance Structure

 

Table 6: Financial Information & Report from Chairman of *PIC 

Panel: A 

Financial Information 

  PWC Deloitte KPMG E&Y 

UK Two years break up of 

revenues from audit 

and non-audit services 

and operating profits 

are disclosed 

Two years break up of 

revenues from audit and 

non-audit services and 

operating profits  are 

disclosed 

Two  years break up of 

revenues from audit and 

non-audit services and 

operating profits  are 

disclosed 

Only revenues for 

from audit and non-

audit services two 

years are disclosed 

Germany Only one year revenues 

breakup from audit and 

non-audit services are 

disclosed 

Only one year revenues 

breakup from audit and 

non-audit services  

are disclosed 

 

Only one year revenues 

breakup from audit and 

non-audit services  

are disclosed 

 

Only one year 

revenues breakup 

from audit and non-

audit services are 

disclosed 

Denmark Two   years break up 

of revenues from audit 

and non-audit services  

are disclosed 

 

Only one year revenues 

breakup from audit and 

non-audit services  

are disclosed 

 

Two   years break up of 

revenues from audit and 

non-audit services  

are disclosed 

 

Only one year 

revenues breakup 

from audit and non-

audit services  

are disclosed 
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Panel: B 

Report from Chairman of *PIC 

  PWC Deloitte KPMG E&Y 

UK Attached in main report Attached in main report Attached in appendix Not disclosed 

Germany Not disclosed Not disclosed Not disclosed Not disclosed 

Denmark Not disclosed Not disclosed Not disclosed Not disclosed 

British regulators are highly active and encourage UK member firms to be more open and 

transparent as described by a Risk Partner from a British big-4: 

 “In the past, YYY went to speak to the regulators and after the first year, regulators made the 

 observation that it was hard to differentiate between the big fours. Regulators were pushing 

 us to be different and be more transparent as it looked too generic. Regulators were 

 encouraging us to think about additional disclosure” 

On the contrast, Denmark was found to be a late starter, and there was no state audit inspection unit 

evaluating the transparency reports of the Danish audit firms until the year 2013. During one of the 

interviews, a Danish partner at XXX Big-4 stated:  

 “We have a new regulator. For the first time inspections are carried out by people from the 

 state…[B]ut realizing that it (non-existence of inspection unit) was not in compliance with 

 EU directives, Denmark received a warning that if we didn’t change and created a public 

 inspection unit, we would have a case against us by the EU, and since we are usually good 

 EU citizens, we immediately formed a state inspection unit”. 

The role of inspection by a state inspection unit is critical in influencing the content of reports. 

According to the regulation from EU, Article 26 (European Parliament & Council of the European 

Union, 2014), the third prime objective of state inspection is to assess the contents of the 

transparency reports of the accounting firms. The British regulators are likely to be ahead of other 

regulators for e.g. with respect to development of transparency report regulation as they formed 

state inspection unit right at the beginning. The British system of regulation is more open and 

transparent as it makes audit inspection findings publicly available for each big accounting firm. 
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Their audit inspection report findings not only reveal the audit quality review outcomes of the firm 

but also highlight the assessment of how informative the disclosures are in transparency reports. By 

making these outcomes public, it incentivizes firms to promote the quality of reporting and auditing. 

The Financial Reporting Council (FRC - British regulator) ensures that consistency is maintained 

by the firms in the reported content in the annual report as well as the transparency report. FRC also 

publishes a combined inspection report on the contents of transparency reports produced by auditors 

of public interest entities. It aims to establish best practice with respect to transparency reports by 

highlighting the names of the firms that are publishing relevant disclosures beyond the minimum 

requirements and the firms that are not meeting the expected benchmark as defined by the 

regulators.  However, no such requirement was found in Germany or Denmark, as the following 

extract from an interview in Germany shows:  

Interviewer - Do you have interactions with your regulator with respect to transparency 

reports? 

Partner (Reputation & Risk, AAA, Germany) – Not at all, unless we are not in compliance 

with the law or if they (regulators) have different views on what needs to be in the report. 

Interviewer - Do regulators come back to you?  

Partner (Reputation & Risk, AAA, Germany) - No, we just describe the facts. The regulators 

have the annual inspection of PIE clients anyway. They just check whether the contents of 

TR are aligned with what is required by the law. 

Interviewer - Why are inspection findings not disclosed in your TR? 

Partner (Reputation & Risk, AAA, Germany) - Because it’s not required by the law. It is not 

required by the directive. So why should we do so when we are not required to do so. This is 

a cultural thing, who cares about this? This is just imposed by law and adds no value at all 

…Regulators have their findings as well but currently these findings are not published but 

this is a confidentiality rule. It’s not allowed. They cannot do it. 
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The above quotes reflect on the differences in the regulatory style which leads to practice variation 

between countries. German and Danish regulators do not have a proactive approach and only ensure 

that the firms are in compliance with the law in contrast to the British regulators who aim to 

promote transparency by encouraging audit firms to publish more disclosures. Therefore, we see in 

Table 7 that it is only the British firms that include the quality review outcomes in their 

transparency reports as these results are also publicly available on FRC’s website in contrast to 

other countries where these results are perceived to be a matter of confidentiality. It is also an 

example of how national coercive and mimetic pressures shape the content of transparency reports. 

In Germany there is neither pressure on member firms from regulators to publish quality review 

outcomes nor have any of the firms attempted to establish a market practice by making the results 

public. Therefore, it can be inferred that practice variation between countries is driven by coercive 

and mimetic pressures exerted at the national level. 

Table 7: Quality Review Outcomes 

  PWC Deloitte KPMG E&Y 

UK 3 yrs. external quality 

review outcomes and  

internal quality review 

outcome is shared 

5 yrs. external quality 

review outcomes shared 

2 yrs. external 

quality review 

outcomes shared 

Provide a web link 

to find the 

outcomes 

Germany Not disclosed Not disclosed Not disclosed Not disclosed 

Denmark Not disclosed Not disclosed Not disclosed Not disclosed 

However, the network of big-4s have a complex institutional structure (Malhotra et al., 2006), 

where the member firms of big-4s share not only the national institutional environment of the 

country in which they operate but also the institutional environment of the international network to 

which they belong to, thus giving rise to institutional duality. By prescribing transparency reporting 

guidelines to the member firms, the global governing bodies of the two Big-4 firms try to exert 

coercive pressures (DiMaggio and Powell, 1983) over their member firms to comply with standard 

reporting practices in order to bring more consistency to the network. Consequently, to ensure the 

membership in this institutionalized network, the Big-4 member firms attempt to adopt the globally 
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prescribed transparency reporting guidelines. As stated by a Danish operating partner-risk 

management from ZZZ big-4: 

 “Yes, if I deviate from the global description, it needs to be reviewed, it needs to have a 

reason and obviously the standard reason would be the local legal requirements…[b]ut we 

are doing a lot to ensure and uphold consistency at the global level” 

This multiple embeddedness in heterogeneous organizational fields may create divergent 

institutional pressures specifically on those firms that are tightly controlled and coordinated by the 

central governing body of the big-4s. As stated by the German Partner from a XXX big-4 which 

belongs to a tightly controlled network: 

“Well, one of the things to overcome internally, I mean one of them I remember is as I said 

we are not allowed to deviate from the global template unless it is required by German law. 

One thing we discuss almost every year is the issue which relates to the results of the 

internal quality reviews. German companies including other big-4s do not publish or do not 

say anything about the results of the internal quality reviews. Our global template requires us 

to do so and we always have tough discussions with the global body because we have so far 

not published quality review outcomes”. 

The results are in line with previous literature that the organization fields are comprised of multiple 

competing logics and organization manage to develop different sets of practices based on dominant 

logic (Lounsbury, 2007). It is evident from the above interview quote that the conflicting 

institutional pressures from different directions for tightly controlled firms can sometimes lead 

member firms to depart from their global transparency reporting practice. The more dominant logic 

in this case for German member firms is to maintain legitimacy by confirming to the expectations of 

the national institutional environment by not publishing the quality review outcomes.  

 In sum, for tightly controlled firms, it is evident that even though the imposed global 

reporting systems become a part of the member firms’ reporting system, the elements of practice 
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variation are introduced by adapting to the national institutional environment as it enables member 

firms to strike a balance between multiple competing institutional logics. The global transparency 

reporting practice of member firms belonging to a tightly controlled network are adapted and 

transformed according to the national market expectations. The member firms become more 

homogenous in the national market and more heterogeneous in their international network. For 

firms which are loosely controlled, transparency reporting practices are allowed to be developed 

based on the national market logic. In sum, we see member firms attempting to become more 

homogenous in the national market by adopting or developing practices according to the national 

institutional demands in order to gain legitimacy. To summarize, cross-national differences in 

regulatory style, structure and governance of member firms and limited usage of reports contributes 

to explain the rationale for practice variation between countries. 

3.6 Discussion and conclusion 

The primary aim of the paper was to examine the transparency reports published by the Big-4 

public accounting firms in the UK, Germany and Denmark in order to understand what determines 

the content of transparency reports within the network of big accounting firms. The study reveals 

that the contents of the transparency reports are particularly influenced by the demands of the 

national institutional environment in which the member firm operates. Cross-national differences 

such as regulatory style, structure and governance of firms and usage of transparency reports 

determine the degree of transparency reporting practice variation between countries. Member firms 

that do not have global transparency reporting practices are allowed to develop nationally their 

transparency reports in contrast to the firms that are tightly coordinated and controlled by the 

central governing bodies. The results find evidence that tightly controlled member firms embedded 

in heterogeneous fields sometimes face divergent institutional pressures and thus introduce 

elements of practice variation in order to strike a balance between these pressures. The coercive and 

mimetic pressures prevailing at the national level make member firms more heterogeneous in their 
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own international network and homogenous in their national market. The study did not find any 

evidence of normative pressures from the professional bodies or any support for mimetic pressure 

prevailing in the international network.   

 Focusing our attention on cross-country comparisons of transparency reports helped us in 

building an understanding of the relationship between literature on practice variation and 

institutions. The study of transparency reporting practice development within the network of big-4s 

allowed us to redirect the attention to the meaning of transparency which is institutionally 

embedded in different fields. It may have different meaning in different institutional fields. In this 

study, a country like the UK has regulators where they define transparency as imposing and 

encouraging additional stringent requirements above the minimum legal requirement, whereas in 

Germany and Denmark, it is defined merely as complying with the minimum legal requirements. It 

is not only the regulators but also the national member firms that mutually define the meaning of 

transparency. However, the process of defining the meaning of transparency gets even more 

complex when firms start sharing multiple institutional fields and face conflicts and tensions from 

different fields.  

 Considering the influence of multiple embeddedness of a member firm in heterogeneous 

institutional fields allowed us to analyze deeper into how the transparency reporting practices are 

developed. The findings reveal that all member firms read the reports of their competitors at the 

national level to develop their own transparency report. However, two of the firms were tightly 

controlled by their global central governing bodies and had to abide by their global practices as 

well. This means that these tightly controlled member firms may also become the carriers of 

institutions (Scott, 2003). They may carry home the practices from their international network and 

diffuse it in their national market. Thus, tightly controlled firms may become a model of imitation 

in the national market for the other loosely controlled firms who do not receive any global 

guidelines from their own central governing body. The loosely controlled firms may imitate the 
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transparency reports of tightly controlled firms in order to deal with uncertainty and ambiguity 

about disclosures while developing their own reports. 

 This is one of the first studies to provide insights about the actual usage of transparency 

reports which is still perceived to be very limited by the audit firms thus bringing several 

implications for practice and research. The limited usage in this study can have several possible 

explanations. One of the explanations could be that because many parts of the transparency reports 

also get covered under the annual reports which are considered more important than the 

transparency reports from the perspective of audit firms. Alternatively, as these reports are fairly 

new in the market, the relevant stakeholders may not be aware of the availability of such reports. 

Consequently, due to the limited response from the users of the report, the majority of audit firms 

do not consider it worth investing their time and resources in developing the report extensively with 

rich information thereby reducing the information value of the transparency report. Therefore, it 

would be interesting to see in future how transparency reports further develop. Will they remain 

ceremonial and eventually disappear because there is no need for them, or can they be developed 

into something useful by the audit firms, for instance as marketing tools to influence audit 

committees or by the oversight bodies by improving them further and making them an instrument 

for audit quality differentiation to promote healthy competition in the market. 

   The study findings also have implications for the policy makers and researchers. The results 

of this study show that due to differences in national institutional environments, the content of 

transparency reports also varies. The level of reported content is not only driven by the regulators 

but also by the networks of big-4s. To what degree firms would like to provide rich informational 

content in a market varies from country to country as well. And it is already known that EU 

endeavours are largely directed towards homogenization of national audit regulations (Jeppesen and 

Loft, 2011). Correspondingly, it raises questions about the degree to which harmonization can still 

be achieved by means of harmonized audit regulation.  
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 The study findings indicate that the network of all big-4s is not symmetrical. It can be 

observed that two different models are prevailing to control the network of member firms. One is 

tightly controlled and the other is loosely controlled by the central governing bodies with respect to 

coordination of transparency reporting practice. Therefore, eventually which model will prevail in 

the market may be considered worthwhile to explore in future. It may also be interesting to study 

more about their actual practice uniformity which was beyond the scope of this study. The findings 

reveal differences in terms of control and harmonization of transparency reporting practices of big-

4s. However, if similar findings are true for other practices as well then this will help in developing 

deeper insights about the proclaimed seamless web of big-4s and how each network operates in 

reality as the current literature does not differentiate between the structures of big-4s network.  

 A step further in future research would be to explore why regulators are more active and open 

in one country than the other with respect to transparency reports and if that can be studied from a 

country’s cultural or some other perspective with respect to what influences their willingness to be 

more open and transparent.  Also, full discourse analysis of transparency reports can be explored in 

the future research to reflect on the kind of language which is used in the reports (Fairclough, 

1995). The study suffers from a few limitations and therefore we would like to caution the readers. 

The focus of this study was primarily on the Big-4’s perspective in regard to transparency reports; 

we expect that future studies can also undertake a comprehensive view of the clients and other 

stakeholders in assessing the view on transparency reports, particularly why do ordinary users of 

audit reports not have an interest in transparency reports. The usability and value of transparency 

reports for clients and other stakeholders can help in assessing to what extent the prime objective of 

improving the level of audit quality by introducing transparency reports can be achieved. 

Considering that we conducted interviews with Big-4 firms in only three countries, we are reluctant 

to make any universal statements. We expect that further studies can be helpful in contributing to 

the existing scant literature on transparency reports.  
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4.1 Abstract 

Drawing on institutional entrepreneurship theory, this paper analyses the shifts in audit partner 

competencies induced by the big accounting firms in the Danish accounting profession. The study 

aims to explore in what ways the changes have occurred and do partners perceive any threat for 

audit quality as a result of these changes. The study results conclude that the key requirement to 

become an audit partner in big Danish accounting firms has shifted from professional competence 

to business competence which was recognized as a threat for audit quality by the some of the 

partners. The other critical skills identified by the participants were networking, leadership, 

interpersonal, political, IT, and innovation skills. 
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4.2 Introduction 

This paper examines the implications of internationalization of big accounting firms on the changes 

in audit partners’ competencies and its perceived threat for audit quality. In the last few decades, a 

substantial growth is witnessed by professional service firms such as accounting due to 

globalization, deregulation and significant IT advancements (Zahra et al., 2000, Perera et al., 2003). 

With the expansion in the operations of prominent businesses overseas, public accounting firms 

followed their clients abroad in order to meet their demands for growth (Greenwood and Empson, 

2003, Hitt et al., 2006) and grab the share of overseas markets (Baskerville and Hay, 2010). As a 

result of this an intense wave of world-wide mergers was started by American firms in 

conglomeration with British accounting firms (Wootton et al., 2003). The prime motivation behind 

these mergers was: growth, economies of scale, diversification, internationalization, and simple 

survival of firms in trouble that had limited geographical coverage and whose partners had 

inadequate retirement and succession plans (Wootton et al., 2003). Wootton et al. (2003) also 

documented that another critical reason for the mega mergers, which is often not cited but equally 

important, was to gain a leadership role in the accounting profession. Big accounting firms wanted 

the leadership of the profession to rest in the hands of larger and successful firms (Wootton et al., 

2003) and in order to gain a powerful position in the ‘regulative bargain’ relationship with the state 

with respect to self-regulation of the profession (Suddaby et al., 2007). Spacek (1989) mentioned 

the impulse of Arthur Andersen to grow when George O. May, managing partner of PW at that time 

had cut off Leonard Spacek (Arthur Andersen’s managing partner) at a meeting in New York 

around the 1950s. He dismissed Andersen as a regional outfit and claimed it to be too small to have 

a serious role in setting the policies for the profession. The critical remarks by George O May 

evoked the desire of Spacek to make Arthur Andersen bigger than ever: 

“...if it’s the bigness that it takes to have any say in the accounting profession … We’ll get 

big ... we had to do only one thing – growth, service and expansion”. - (Spacek, 1989, pg. 55, 

57) 
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As the accounting firms grew in size and the demand for traditional audit services reached a 

saturation point, firms became increasingly reliant on non-audit services to generate revenues 

(Suddaby et al., 2007). In sum, to widen the scale and scope of lucrative non-audit services coupled 

with development of firms’ strategic plans to achieve growth, greater profitability and global reach, 

launched them into international giants (Zeff, 2003b). The cumulative impact of all these resulted in 

a shifting of accounting institutions (Caramanis, 2002).  The dominant institution professionalism & 

partnership “P
2” 

form (Greenwood et al., 1990) made a shift towards ‘corporate like entity’ 

(Pinnington and Morris, 2003) in the way the US accounting firms were governed and managed. 

There was a clear shift from traditional fiduciary institutional logics of providing exclusive 

accounting services for protecting public interest to commercial logics providing multidisciplinary 

services within the field (Thornton et al., 2005). Accounting firms shifted their preference and 

promoted partners based on their commercial competence instead of professional/technical 

competence (Greenwood and Suddaby, 2006). Some authors suggested that the identity of partners 

in big accounting firms changed from disciplined professionals to entrepreneurially minded agents 

due to high dominance of commercial logics (Gendron and Spira, 2010, Kornberger et al., 2011, 

Parker et al., 2008). Therefore, to become a partner one needed to acquire more than just good 

technical accounting skills and be able to display business acumen in big accounting firms (Hanlon, 

1996, Zeff, 2003a).  

 Competence refers to an individual’s skills, knowledge, education, and values required to 

perform a job (Ulrich and Smallwood, 2012). So far, prior studies have examined the perceived 

essential qualities of partners only in Anglo Saxon countries. Canadian, British, Irish, and American 

studies on Big-4s primarily focused on business competence vs. technical competence
5
 (Carter and 

Spence, 2013, Hanlon, 1996, Kornberger et al., 2011), and how the identity of a professional is 

shaped by a series of appropriate forms of behavior rather than issues concerned with technical 

                                                 
5
 Business competence in this study refers to the ability to generate profits and revenues whereas 

technical competence is defined as the ability to detect errors and frauds in the financial statements 
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competence and accreditation (Grey, 1998). Given the significant changes that have occurred in the 

accounting firms especially after the demise of Andersen, very little is known about the impact of 

the big-4s expansion on the competencies of partners especially in smaller countries. Accordingly, 

the study aims to contribute further to this under-researched area by examining the implications of 

internationalization of big audit firms particularly on changes in the competencies of external audit 

partners in Denmark: In what ways have changes occurred and do partners see any perceptual threat 

to audit quality as a result of these changes?  It aims to advance the current literature by extending 

the traditional argument on importance of technical vs professional competence for audit partners 

and develop an understanding of what are the additional key competencies that might be needed 

today to become an audit partner in Denmark. Specifically, this paper attempts to study how do 

partners themselves perceive the competencies shift as a threat for audit quality which is yet 

unknown. The Danish setting is considered in this study due to its unique features. It is known that 

the process of the merger of loosely affiliated firms began in Denmark just like in other countries, 

and the tendency of concentration and internationalization was observable in Denmark too (Loft 

and Sjöfors, 1993). However, Denmark lagged behind in time and pace in comparison to countries 

like USA and UK (Christiansen and Loft, 1992). And as the appropriate norms, values and beliefs 

are particularly influenced by the institutional environment (Schneider, 1988), it would be 

interesting to study whether beliefs and values have shifted in Danish accounting firms, as the 

competencies requirement shift from professional to business skills due to domination of 

commercial logics has been primarily observed in Anglo Saxon accounting firms. The differential 

results could be expected in this study as sociological research reveals significant differences 

between Denmark and countries like USA/UK (Hofstede, 1991). In Nordic countries like Denmark, 

stress is given on egalitarianism, solidarity, and quality of work life which is in contrast to USA/UK 

where a higher degree of power distance and competition exists. The nature of the Danish market 

also differs from Anglo Saxon countries. The majority of the clients of accounting firms constitutes 

small and medium sized entities (SME) and has only about 155 listed companies. The demand for 
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audit service is different in Denmark as it is not only the listed companies but also the SMEs that 

are required to get their accounts audited
6
 unlike other English countries where it is rarely a legal 

requirement. Therefore, due to the high presence of SME clients, the demand for technically 

competent auditors would be expected to be higher than the one with business acumen as the scope 

of non-audit services is limited for SME firms. Also, Denmark is a small market place and auditors 

would be expected to behave more professionally in order to maintain their reputation because 

misbehavior would become known quite quickly and ruin their reputation (Quick and Warming-

Rasmussen, 2005).  In addition, the Danish educational requirement probably makes it one of the 

world’s longest educations to become a State-authorized auditor (Jeppesen and Loft, 2011). As a 

result of this, the average age of auditors is around 30-33 which is relatively old in comparison to 

other countries, thereby leaving less time for auditors to develop their business competence to 

become a partner. In sum, this indicates how divergent institutional pressures might affect Danish 

accounting firms because in countries like USA/UK there seems to be a high preference for 

business competence, whereas, in Denmark the focus appears to be on the technical competence.  

4.3 Literature Review 

Prior accounting and auditing research has looked into the competency studies of management 

accountants (Siegel and Sorensen, 1994, Siegel and Sorensen, 1999, Siegel and Kulesza, 1996) and 

internal auditors (Internal Auditing Association, 1999), entry level auditors and accountants 

(Christensen and Rees, 2002, Palmer et al., 2004, Siriwardane et al., 2014), perceptions of  

accounting graduate students, employers, and external auditor expectations about the skills that are 

imperative in an accounting career (Kavanagh and Drennan, 2008, Uyar and Gungormus, 2011, 

Hassall et al., 2005), as well as the identity of managers (Kornberger et al., 2011). Other studies 

                                                 
6 In Denmark, non-publicly accountable class B companies are exempted from the statutory audit if 

they do not exceed two of the following size criteria: turnover DKK 3,000,000 (€400,000), balance 

sheet total DKK 1,500,000 (€200,000), number of employees 12 (NRF, 2006) (Collis, 2010) 
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extensively examine the personal attributes of expert auditors (Abdolmohammadi and Shanteau, 

1992, Tan and Libby, 1997, Libby and Tan, 1994, Abdolmohammadi et al., 2004, Tan, 1999). 

Furthermore, personal attributes of auditors considered in previous studies are built on a list of 

psychological characteristics of experts developed by Shanteau (1988). However, medical research 

clearly differentiates between innate abilities (inherent) and acquired skills (Hollander et al., 1988, 

Suksudaj et al., 2012) and personal attributes studied in prior literature has largely been on innate 

abilities. Very few studies have examined the perceived essential qualities of partners with a prime 

focus on technical vs business competence debate (Carter and Spence, 2013, Hanlon, 1996, 

Kornberger et al., 2011, Grey, 1998). Importantly it has been recognized by scholars that 

competencies cannot be isolated from institutions (Noordegraaf, 2000, Schneider, 1988).  

 Institutions refer to culture-cognitive, normative, and regulative elements that provide 

stability and meaning to social life (Scott, 2001). Early institutional studies suggested that patterns 

of actions and organizations were shaped by institutions (Meyer and Rowan, 1977, DiMaggio and 

Powell, 1983). It was implicitly assumed that institutions were stable and organizations tend to 

comply with the institutional pressures and neglected the active role of agency and issues of power 

and interest (Carmona et al., 1998). DiMaggio (1988) argued that institutional theory provides a 

poor understanding of the role of agency in emergence or transformation of institutions. Thus, by 

building on the work of Eisenstadt (1980); DiMaggio (1988), extended the field of institutional 

theory and introduced the concept of ‘institutional entrepreneurship’. Institutional entrepreneurs are 

characterized as institutional innovators that perceive new and altered opportunities thereby 

inducing institutional change (Dacin et al., 2002, Oliver, 1992, North, 1993, DiMaggio, 1988, 

Eisenstadt, 1980). They are the organized actors who leverage resources to create or transform 

existing institutions for their self-interest (DiMaggio, 1988, Garud et al., 2007, Maguire et al., 

2004). (DiMaggio, 1988). Institutional entrepreneurs can be individuals, small or large firms, or 

governmental or non-profit organizations, although here our interest is big accounting firms acting 

as institutional entrepreneurs. Although, institutional entrepreneurship is a promising way to 
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account for institutional change endogenously, it also creates the controversy of how organizations 

wittingly change the institutions in which they are embedded (Dacin et al., 2002). To overcome this 

paradox of embedded agency, Battilana et al. (2009) have documented two conditions that triggers 

institutional entrepreneurship. The first is field level characteristics and the second is actor’s social 

position. The first condition of field level characteristics constitutes exogenous shocks or jolts and 

crises like social upheaval, technological disruptions, competitive discontinuities, regulatory 

changes and market changes that can interrupt the socially constructed field level consensus and 

create space for new ideas (Child et al., 2007, Fligstein, 2001b, Greenwood et al., 2002, Holm, 

1995, Oliver, 1992, Scott, 2001, Fligstein, 1997). For example field level problems like scarcity of 

resources can lead actors to migrate to other fields in which they are likely to induce divergent 

institutional elements (Durand and McGuire, 2005).  

 The second condition is the actor’s social position in the field to enable institutional 

entrepreneurship (Battilana et al., 2009). It is the social position of the actor that determines the 

likelihood that a given actor will attempt to initiate a divergent change (Battilana et al., 2009). 

Institutional entrepreneurship recognizes the fact that not all actors are equally skilled at producing 

the desired outcome (DiMaggio, 1988, Fligstein, 1997), as the organizational field consists of a 

limited number of subject positions that are considered meaningful, legitimate, and powerful 

(Foucault, 1972, Hardy et al., 2005). The subject position refers not only to the formal or 

bureaucratic position but also to the identities that are ‘socially constructed’ and legitimated (Oakes 

et al., 1998) and that ‘warrant voice’ (Potter and Wetherell, 1987). In other words, the subject 

position is not only determined by the formally assigned position for e.g. any government position 

but it can also be constructed by the different subjects based on their experience. It is the normative 

and structural qualities of this position which sometimes allows them to exert power over the field 

through ‘capital’ or ‘resources’ (Bourdieu, 1986). As institutional entrepreneurs are interest driven, 

aware, and calculative (Greenwood and Suddaby, 2006), they work consciously towards changing 

the institutional structure in order to gain competitive advantage and power in the market 
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(Lawrence, 1999). Although, many scholars have shown that divergent changes are initiated by low 

status organizations located at the periphery of the field because they are less embedded, less 

privileged, and more exposed to institutional contradictions (Garud et al., 2002, Haveman and Rao, 

1997, Kraatz and Moore, 2002, Shils, 1975). Yet, some recent studies have found that divergent 

change may also be initiated by the high status elite actors who are in the center of the field, as they 

are more informed, better advantaged, and continually socialized (Greenwood and Suddaby, 2006, 

Greenwood et al., 2002, Sherer and Lee, 2002). And when actors are embedded in multiple fields, 

they may stop seeing institutional arrangements of their own field as taken-for-granted and are 

likely to break away without being afraid of harmful consequences (Battilana, 2004, Emirbayer and 

Mische, 1998). Thus, multiple embeddedness of actors facilitates institutional entrepreneurship. 

 It is known from some of the previous studies that the dominant institutions of big accounting 

firms have changed in some of the Anglo Saxon countries. For instance, from the era of 1940s till 

first half of 1960s, the US accounting profession reached the heights of its professional reputation 

where it was regulated by ‘self-controls’. Whereas from mid-1960s, scandals, pressures from 

government to modify the competitive climate of profession and loss on professional discourse 

already started setting in due to a rise in consulting services which eventually transformed the US 

accounting firms into organizations with the goals associated with commercial and business success 

(Zeff, 2003a). Human resources practices shifted their preference from technical competence to 

commercial competence for admission to partnership. The significant increase of consulting 

services and deterioration of professional values in the accounting firms eventually led to the 

demise of Arthur Andersen (Malsch and Gendron, 2013, Zeff, 2003a, Wyatt, 2004). There was a 

clear shift from a “P
2
” form of organization to “corporate like entities”. The collapse of Arthur 

Andersen in 2002 became a turning point in the history of accounting profession changing the 

nature of controls of the accounting profession from ‘self-control’ to state control (Malsch and 

Gendron, 2011). But it is yet to be explored in what ways the Danish accounting firms have 

changed. Correspondingly, institutional entrepreneurship offers a valuable theoretical framework to 
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analyze the profound shifts in partners’ competencies of big Danish accounting firms by examining 

the field level changes and if partners perceive any threats to audit quality as a result of those 

changes.  

4.4 Research Methodology 

This study uses qualitative research methodology entailing a ‘naturalistic enquiry’ in which 

inductive logic is used to obtain insights (Garud et al., 2002, Lincoln and Guba, 1985). Use of 

qualitative methodology is considered appropriate for two reasons. First, due to the nature and 

context of the study, qualitative methodology is particularly relevant when there is a need to better 

understand any phenomenon (Ghauri and Grønhaug, 2005, Strauss and Corbin, 1990). Second, this 

is a longitudinal study which can best be analyzed through use of inductive approach to clarify 

sequences and causes (Elsbach and Kramer, 2003). The paucity of available evidence about actual 

changes within the big Danish accounting firms, especially since 1970s onwards, poses a major 

difficulty in this kind of research. The study also recognizes the limitations of accuracy of memory 

recall by the participants about significant changes that have occurred in the accounting profession. 

However, the fact that history of the similar events related to this study has been well documented 

in other fields meant that we could draw upon numerous data sources (Garud et al., 2002).  

 In this study, 16 face-to-face in-depth interviews were conducted with accounting 

professionals from big-3s (Big-4 reduced to Big-3 in Denmark after KPMG’s partners decided to 

join the EY network in Nov., 2013) between August and October 2014. Prior research documents 

described Big-4s as a homogeneous group of firms with respect to career paths, organizational 

structures and what they demand of partners (Carter and Spence, 2013). Similarly, in this study, 

during the initial interviews, the author was struck by the similarities between the way the 

competency requirements were identified and the common language and terminologies used by 

participants across big-4s. Therefore, it is reasonable to assume in this study that the fields would be 

similar across all Danish big-4s. The focus was not exclusively on current equity partners but also 
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on those who were non-equity partners or in the process of trying to become a partner or had 

previously tried to become partners, including current and former accounting professionals who left 

the Danish big-4 for other jobs or to become a partner in non-big-4. A number of retired partners 

and a HR director from big-4s were also interviewed. The former and retired participants were 

interviewed in order to elicit the views that were less likely to be constrained by ongoing 

organizational commitment (Gendron and Spira, 2010). Many participants had experience of more 

than 30 years and were knowledgeable of the changes in current and former firm practices. 

Employees below senior manager were not interviewed on the presumption that they would have 

less knowledge about the firm practices existing at the top level and being several years and rank 

away from potentially becoming partner themselves. As this study is about developing an 

understanding of competencies of audit partners, therefore interviews were not conducted with any 

non-audit professional in this study. To establish rapport with the interviewees, an email containing 

the background information about research, researcher and confidentiality was provided to the 

interviewees and their questions related to the study were addressed before the interviews were 

scheduled. Participants within the audit function were randomly selected and then the snowball 

sampling technique was used. Anonymity was guaranteed to all the interviewees to encourage 

candid responses, and all the interviews were audio recorded with their permission and 

subsequently transcribed. The interviews lasted between 35 minutes and 2 hours. Length and date 

for each interview and the position of interviewee has been separately provided in the appendix. In 

order to increase the trustworthiness of the collected data, an interview guide was used to ensure 

that there was a consistent framework and that questions did not vary significantly from one 

interview to another. During fieldwork, the tape recordings were played back in the evening to 

reflect on the day’s work. This also provided an opportunity to seek clarification in subsequent 

interviews on issues which were not clear or needed further support. In this study, a semi-structured 

interview approach is deployed. This helps retain an open-ended and flexible nature in the interview 

design and conduct, providing a richer data set for later analysis (Horton et al., 2004). It furthermore 
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allows spontaneous discussions and follow ups on questions (Lee, 1999). It allowed respondents to 

express their thoughts and ideas freely, which is not the case in other quantitative methods, for 

example survey methods where predetermined response categories are prescribed to the 

participants. All the relevant empirical material has been reported in the appendix and the interview 

quotes have been referred in the findings section from the appendix. All the transcribed/notes of the 

interviews and other material were examined systematically multiple times manually to identify key 

themes brought out by coding the transcript data for each question (unit of analysis). The relevant 

data was divided into clusters and then the emergent relationships were identified through recurring 

patterns with respect to theoretical perspectives which were drawn on to address the research 

questions (Scapens, 2004). To eliminate researcher’s bias, two raw interviews were reviewed by 

another colleague to check if we arrived at the same interpretation of results. Some specific 

examples of the themes included were competencies required by partners in past and present, their 

view on how and why changes have evolved, and perception of impact on audit quality with such 

changes. Past in this study refers to the period before mergers (i.e. around 70s and 80s) and present 

refers to the year 2014 during which the interviews were conducted. The next section presents the 

main findings of the study.  

4.5 Findings 

The prime motivation of the study is to understand how the competencies of partners changed in 

Denmark due to Big-4s internationalization and do partners perceive any threat to audit quality 

today as a result of those changes. The findings have been divided into two sections. 

4.5.1 Factors enabling institutional entrepreneurship in Denmark  

This study focuses on the Danish market which has just (approx.) 155 listed entities and the 

majority of the audit clients are small and medium sized companies. The study analysis show that 

the dominant institutional logic before 1990s in Danish accounting firms was based on 

professionalism & partnership “P
2” 

form  (Greenwood et al., 1990) which gradually started moving 

towards commercial logics. The profession has transformed today from fiduciary logics which was 
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designed to protect the public interest to commercial logics with the aim of maximizing profits in 

big Danish accounting firms. Importantly, in the wake of corporate scandals and the demise of 

Andersen in the last decade, self-regulation by the profession and governance has been replaced by 

state regulation and oversight. The transformation of the Danish accounting profession towards 

commercial logics is driven to a significant extent by the global developments that took place 

especially in USA highlighting the role of big accounting firms that acted as institutional 

entrepreneurs. Big accounting firms exhibited the traits of institutional entrepreneurs. They were 

calculative in the accounting field and worked consciously towards changing the institutional 

structures to gain competitive advantage and power in the global market. The field level problems 

in the US like reaching the saturation level for demand of audit services coupled with their desire to 

sell lucrative consulting services, grow big through expansions and mergers, and gain the role of 

powerful leaders in the profession led big accounting firms to move to other fields to induce 

divergent institutional changes. However, to enable institutional entrepreneurship, Battilana et al. 

(2009) mentioned two specific conditions– field characteristics and actor’s social position. Field 

level changes such as political, regulatory and technological advancements in the 90s (Greenwood 

and Hinings, 1996) enabled big accounting firms to bring institutional change in multiple fields. 

With the global wave of mega mergers of accounting firms, the demographics of the audit firms 

changed significantly all over the world (Beattie and Fearnley, 1994, Buijink et al., 1998, Loft and 

Sjöfors, 1993). The process of mergers started in Denmark as well and changed institutions slowly. 

Until the 60s when Arthur Andersen and Price Waterhouse set up offices in Denmark all the audit 

firms were of Danish origin and were primarily dominated by small accounting firms (Christiansen 

and Loft, 1992). Their organizational form had minimal reliance on use of formal hierarchy and 

emphasized on collegial controls. In human resources systems, the P
2 

form emphasized the 

importance of technical competence for promotion to the rank of partner and used a seniority-based 

form of compensation for partners to promote collegiality and avoid giving undue emphasis to 

commercial criteria (Greenwood and Suddaby, 2006). Underlying these practices were the 
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professional values, integrity and standards in Denmark. However, after the field level changes 

started taking place at the global level, the demographic changes were observable in Denmark as 

well. Table 7, illustrates the changes clearly that occurred in the Danish accounting field. It shows 

that until the 60s the Danish market was dominated by small accounting firms employing 87% of 

the total CPAs. However, by 1994, after the merger, large firms employed 47% of CPAs. Big-6s 

alone had employed 37% of the total CPAs in Denmark by 1994. Today these numbers have grown 

even bigger to almost 50% (Hyltoft and Roskov, 2014). The market share of Big-4s for audit of 

listed entities today has crossed 90% in EU member states (Le Vourc’h et al., 2011).  

Table 8: Practicing CPAs divided by company size 1958 – 1994 

 1958 % 1974 % 1980 % 1994 % 

Large firms –  

(over 20 CPAs) 
0 0 217 23,1 383 29,5 952 47,1 

Mid-sized Firms – 

(Between 7 and 20 CPAs) 55 12,9 180 19,2 214 16,5 435 21,5 

Small Firms – 

(Between 1 and 6 CPA)
7
 

373 87,1 541 57,7 703 54,0 636 31,4 

Total 428 100 938 100 1300 100 2023 100 

Source: (Jeppesen, 1998, pg. 79) 

The above table is also a reflection of the changes in social position of big Danish accounting firms. 

They gradually became big and more powerful by gaining monopoly over resources in the Danish 

accounting field. The social position of the actor has been documented as the second enabling 

condition for institutional entrepreneurship (Battilana and D’aunno, 2009) which is socially 

constructed and legitimated by the subjects in the field (Oakes et al., 1998). The big accounting 

firms became the new elite center of the accounting profession all over the world after the mergers 

(Ramirez and Groupe, 2007). They were demarcated by their size, reputation, and revenues 

(Greenwood and Suddaby, 2006). A fine example of how big accounting firm’s identity of elite, 

                                                 
7 For 1994, smaller firms are defined as employing between 1 and 5 State Authorized 
Auditors. 
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powerful, and legitimate actors was socially constructed was provided by one of the retired partners 

from a Big-4 when I asked about the rationale behind the mergers in Denmark:  

“Big markets, critical mass. It is so essential for business like this to have critical mass, and 

then, as I said, it worked in the UK, it worked in the US, Japan, Germany, France, where you 

probably find, what do you call them, the big ten economies of the world, and if it works 

there, then you have covered probably 85-90% of XXX’s (Firm name) total revenues. So it 

works in those markets. Then the rest will have to follow. That’s just the way it is”. 

The above quote is also a reflection of how the social position of actors facilitate institutional 

entrepreneurship (Emirbayer and Mische, 1998) when they are embedded in multiple fields. As 

multiple embeddedness facilitates socialization between actors, it exposes them to alternatives that 

exist in other fields. As a result of this, they stop seeing the local institutions as taken for granted 

and break away from them without being fearful of harmful consequences. Denmark had its own 

well established auditing profession before the arrival of big American accounting firms. Most of 

the Danish firms were loosely connected with their international partners, maintaining a high focus 

on local business until 1988 (Christiansen and Loft, 1992). The traditional Danish firms C. 

Jespersen and Schøbel & Marholt (now known as KPMG, Deloitte) were further ahead than 

American-oriented firms (Christiansen and Loft, 1992). Firms like PW  remained medium sized 

firms in Denmark before the mergers and held its special position to serve the Danish subsidiaries 

of UK and USA groups and performed mainly consulting work under Anglo Saxon name 

(Christiansen and Loft, 1992) which implies that it was less embedded in the local Danish field and 

more embedded in their international network thus getting exposed to more divergent institutional 

logics. Importantly after the mergers traditional Danish firms like C. Jespersen (now known as 

KPMG ) also consolidated their social position in the 90s displaying their international orientation 

by adopting the name of their international partners, their standards and procedures (Christiansen 

and Loft, 1992). Similarly, after the mergers between PW and Coopers & Lybrand in 98, they 

emerged as more powerful players in the Danish market illustrating that multiple embeddedness of 
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local actors in international fields facilitate institutional entrepreneurship. This shows that local 

firms which were linked with the big international accounting firms got exposed to alternative 

institutions. The social position for some of the big Danish accounting firms like PW gradually 

shifted from the periphery towards the center of the field whereas those which were already in the 

center of the field, like KPMG, who maintained their national orientation, moved towards 

internationalization after the mergers as they gained power and resources to exert monopoly in the 

field to initiate divergent changes. The mergers were important as it gave Danish accounting firms 

power and legitimacy to change institutions.  

4.5.2 Shifts in required competencies 

 The big accounting firms caused significant institutional shifts when they introduced the 

multi-disciplinary practices and exerted high emphasis on growth turning partners from disciplined 

professionals into entrepreneurial minded agents (Kornberger et al., 2011, Gendron and Spira, 2010, 

Parker et al., 2008). These changes could also be observed in Denmark. An emphasis on efficiency, 

productivity, marketing, and growth strategies gained importance in big Danish accounting firms in 

the late 1990s. By bringing a new organizational form - the multi-disciplinary practice in the Danish 

field, big accounting firms broke away from the institutionalized P
2
 form and clearly emerged as 

institutional entrepreneurs. There was a clear shift from traditional fiduciary institutional logics of 

providing exclusive accounting services for protecting public interest to commercial logics 

providing multidisciplinary services (Thornton et al., 2005) within the Danish accounting field.  

“If you look at the old XXX (Big-4 name) when we went into the new financial year, I think 

probably at that time (1970s - 80s) we had known between 70-80% of the business pipeline 

because it was recurrent work. It was our audit mandate. We would just be doing the work 

we did last year. So, we only had to gain 20-30% business in terms of getting advisory jobs 

or tax consultancy work and so on, but today it’s more 50:50 or even less than that, 40:60. So 

that demonstrates that we can’t just sit back until the work arrives at our front door. We have 



61 

 

to approach the market and hunt work and make sure that we attract new clients and make 

sure that we expand work with our clients”. - (Equity partner of Big-4) 

One of the retired equity partners from a big four confirmed this view that the Danish accounting 

profession has transformed from collegial teams or firms looking for a higher purpose of serving 

public interest to a very competitive business. Partners in the old days were more collegial and did 

not aim to take advantage of weak areas of the competing firms in Denmark. He specified that 

partners today have become more market driven and that is what really counts. He shared how 

egalitarian culture in Danish accounting firms got transformed: 

“In those days I think it was a bit more egalitarian, and it was a bit more like when you really 

made partner you knew that you had done something out of the ordinary because there were 

not many of them (partners). The firm was smaller, I am talking about XXX (Big-4 name), 

which meant that the partner group was much more homogenous, which was quite important 

to understand. If you go to the much bigger firms which we have today, partners cannot be 

that homogenous. So it was really sort of the best of the best”. 

Today, in order to rise up the ladder and win the race of equity partnership, the focus of accounting 

firms has shifted significantly from technical to business development skills (Carter and Spence, 

2013). The above view was emphasized undisputedly by all the 16 participants during the 

interviews: 

“You both have to be able to sell and change the market because if you are not able to sell or 

change the market then no one will recognize you and no one will talk about you or say that 

he has partner potential”. - (Former equity partner at Big-4) 

During the study analysis, I found strong support for the argument made by Carter and Spence 

(2013) that today partners are measured against how much revenue they are able to generate in the 

market and not solely by their technical competence. The rising commercial interest jeopardizes the 

core values of professionalism such as auditor independence in the big accounting firms (Zeff, 

2003a, Hanlon, 1994, Gibbins et al., 2010). A recently promoted young partner validated that there 
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have been shifts in institutional logics with respect to compensation and reward system and 

professional values. Business skills are assessed by how much revenues and growth are being 

generated during their annual performance appraisal. The incentive systems have shifted towards 

rewarding partners for bringing the financial benefits to the firm unlike in the past where 

compensation was more attached with the seniority level and deterred promoting commercial 

criteria: 

“In practice it’s (performance evaluation system) rated hours, production and income like 

90%, even though you have other things there. So it wasn’t put up against the values it was 

only like one, if we put in the x and y. It was only on one dimension and that’s about business 

business business”. 

Views on whether partners were technically competent in the past were found to be equally divided.  

Some of the partners believed that the high involvement in audit work in the past and less market 

driven attitude made them more technically competent. Whereas other participants stated that 

technical skills have become much more important today. The reason for high focus on technical 

skills is the development in accounting and auditing regulations in general in Denmark. The demise 

of Andersen in 2002 was considered another field level shock bringing a lot of changes in the 

accounting profession. It became another turning point in the Danish accounting profession as 

described by the participants as it brought along a wave of substantial regulations and restrictions 

for the auditors through EU regulators. The profession control significantly moved from self to 

state-control. However, it appears from the analysis that the increased rules and regulations have 

made partners become even more commercial as they cannot continue to devote the time and efforts 

required in developing their technical competence.  

 “[L]ooking up into the big book of international standards meaning that it was becoming 

much more mechanical the way you produce accounts...[We] are moving into a world that is 

much more complicated and much more specialized in the area. Very few audit partners 

particularly in part of the business are strong on personal tax. Personally I gave up already 
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when they changed the law in Denmark as it was too complicated”. – (Former retired equity 

partner from Big-4) 

Particularly, the analysis shows that technical skills are only a license to operate. Technical skills 

are given in the audit profession today and not a distinguishing criterion for promotion to partner 

(Carter and Spence, 2013). If someone manages to acquire an international client for the firm, 

he/she is highly valued in the firms, as shared by all the participants. But it would also be an 

overstatement to say that a low consideration is assigned to technical competence and audit quality 

of the partner who is up for promotion, as firms are aware that there is high reputational risk 

attached to it if they produce excessively low audit quality in the market. This is in line with the 

previous findings that producing audit quality as perceived by the management below a certain 

threshold will bring negative implications for performance evaluation (Sweeney and Pierce, 2004). 

It is evident from the interviews that employees with audit quality issues had problems in getting 

the equity partnership position. However, in the end, preference is given to the person who is able to 

demonstrate more business skills: 

“If you grow new business and you have red marks in quality reviews, you will get penalized. 

Your bonus will be less, or your rating will be less. You have to have both. You need to have 

a certain level of quality, and if you can’t have that, then you dilute your business model 

overtime. So you can’t be too aggressive and then lose on the other side (audit quality), 

because that will damage your image and damage your reputation, and as auditors, what we 

do is trust, and if you dilute your trust, who would believe you as an auditor, unless they are 

dodgy themselves”. - (Former director at Big-4 and currently an equity partner at an 

accounting firm) 

The rising demands in rules, regulations and restrictions concerning cross-selling of services after 

Andersen’s demise are compelling big accounting firms to innovate new ways to maintain revenues. 

It created more divergent institutional pressures inside the firms thereby creating more space for 

new ideas as accounting firms expect partners to embrace commercial logics without losing the 
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quality in their work.  Firms seem to have developed the directorship position in the mid-2000s in 

audit function which previously used to exist in the non-audit function. Directors primarily serve 

the purpose of technical delivery and client service management which was earlier taken care of by 

the partners thereby giving more time and space for business development to partners (Almer et al., 

2011). 

“We need technical people to run the business so they are made directors. Directors are 

purely production oriented, and partners grow business. Some directors are production 

oriented, and some have a market oriented attitude. For the last group it’s easier to become a 

partner, and some directors can just go on and do the work”. - (Equity partner from a Big-4) 

Directors in the firm today are acting as safety net for partners by ensuring the quality of work 

(Carter and Spence, 2013). Partners are expected to be the “rainmakers” for the company, acquire 

new clients or cross-sell additional services to existing clients. This view was substantiated by one 

of the former equity partners: 

“..[I] always had a younger director/partner assisting on the daily jobs. So, he did most of the 

daily work and he was sort of a technical guy that guarantees that things are done according 

to the manuals and I would be more on the commercial side and that’s not unusual in larger 

firms.” - (Former retired senior partner) 

The path to become a State-authorized auditor in Denmark is longer than its equivalent in other 

countries (Jeppesen and Loft, 2011) and their business skills tend to remain underdeveloped. As a 

result of which, it has become even more challenging to become a partner in comparison to the old 

days. In the past, as soon as people became State-authorized auditors, they would normally become 

a partner in a firm in the span of 3 to 4 years, but this is not the case anymore. It has become 

imperative that auditors are fast and knowledgeable today in big Danish accounting firms, as there 

are much less chances of someone becoming a partner if they exceed the age of 40. The rationale 

behind this was provided by one of the retired equity partners at a big-4 echoing the sentiments of 

those interviewed: 
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“[I] would say the youngest partner I had was 33-34. UK has a little bit of a different view. 

They may have taken them a little bit younger. Because of the Danish educational system, 

they will tend to be little bit older, and it’s the same in Germany. On the other hand, you 

can’t be much more than 40-41. The simple reason for that is that you need to have a 20 year 

period where you can actually earn money for the firm”. 

Due to strong emphasis on generating revenues, partners are expected to be innovative to identify 

new ways of cross-selling the value added products and sacrifice their work life balance, whereas in 

the old days, Danish partners used to have a normal work week and limited number of services to 

sell. They are also expected to have good management, interpersonal and communication skills 

today in order to serve multiple clients, as stated by a former equity partner. Nowadays, an auditor 

should also have worked not only on one type of assignment. He should have exposure to working 

on a variety of assignments under different jurisdictions, as shared by a former HR director of a 

Big-4. Most of the participants I interviewed had also gone for exchange to either the UK or the US 

in their career to gain more exposure. This clearly describes how the shifts in firms’ vision and 

mission have altered the competencies requirements to become a partner in Danish firms. 

 The emerging need for leadership skills to maintain the workforce today was also recognized 

as one of the critical competencies by partners in all the big accounting firms. Without having the 

right leadership in place, the whole business model of accounting firms can collapse as firms cannot 

afford to have a high turnover of competent employees: 

“[B]ecause, you can say, the war of talent, it’s difficult to attract and maintain young people 

… it’s a different generation. People like me, I think when I joined, we were just happy 

getting a job, whereas the young people today have a lot more to choose from, not just within 

the audit profession, but they can also choose anywhere else. So, they are more spoilt, so we 

have to be a lot better leaders than we were 25-30 years ago. So, that plays a big role … It is 

easy to make a career plan for the top 10%. The difficult part is to make sure that we 

maintain the group of 80% and make sure that they are happy. If we get them and can 
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motivate them to go just 10 extra yards, that will make a huge difference to us”. - (Equity 

partner of Big-4) 

Falling in the talent pool of aspiring partners of big firms is also not easy unless someone has good 

networking skills. Networking skills play a vital role, not only outside the organization when it 

comes to growing business, but also inside the firm. Unless someone is visible and has done some 

‘personal marketing’, no one will recognize him/her as stated by a retired senior partner. Today 

people should know how to collaborate with others and navigate the political environment of the 

company as mentioned by a former HR director of a Big-4. Performing well at work is not enough 

to progress, and employees need to invest time in other activities than just the outcomes 

(Kornberger et al., 2011). 

“[I] was told that H (participant name), you have to try to work closer with a guy up in the 

management, a guy called X. Try to work closely with him and do some ... you have to get 

him to know you better, and I said he knows everything about me, he knows what I stand for, 

how I work, how I service everything. You have to kiss certain people certain places 

somehow”. - (Former senior manager at Big-4) 

We know that it was also due to significant advancement in technology in the last two decades that 

big accounting firms have been able to go beyond their geographical boundaries and develop an 

integrated network of member firms. The field of technology is likely to advance further and change 

the future audit work and the market players in the market. Therefore, partners today are expected 

to be more open to IT developments. 

“...[d]igitalization is going to play a big role in the market. Also because of regulators that the 

quality controls systems are putting heavy burdens on those firms. If there are only two 

partners in a firm, it’s very difficult to sort of meet the consulting requirements with other 

partners or to move around clients about independence issues and things like that. I think the 

smaller firms will die over a time. The larger firms probably take over parts of their business 
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on mid-markets and SME through digitalized approaches and focus points and contacts 

between the clients and firm”. - (Equity partner of big-4) 

4.5.3 Perceived threats for audit quality due to shifts in competencies 

In sum, it is clear from the above discussions how the focus of big accounting firms have changed 

from promoting a partner based on technical competence to promoting someone who has business 

skills and ability to sell in the market (Carter and Spence, 2013). However, we still don’t know how 

this change is perceived by the partners themselves. Prior literature has shown that there is a tension 

between commercial interest and professional values in accounting firms (Gibbins et al., 2010, 

Hanlon, 1994, Zeff, 2003a). When asking the participants how they feel about this increased focus 

on commercialism and promoting partners largely on the basis of business competence and not 

technical competence, many of the participants admitted that professional values have eroded due to 

a highly commercialized mind-set: 

“It is problematic because people forget why they are better, and when you are a State 

Authorized Auditor, you are what they call a public watchdog, meaning you have a 

responsibility to the public to ensure that financial statements and capital markets work 

properly. That’s why you are there. Too many people have forgotten that’s your main 

purpose, that’s why you audit, that’s why you have this position, that’s why you are basically 

in business, and there has been too much focus on ‘we need to make more money’. We need 

to run a professional service firm and sell many services to our client instead of thinking why 

are we actually auditors and focus on what the regulators, what the public, what the capital 

market needs are”. - (Former Non-Equity Partner of Big-4 and currently an equity partner) 

As incentives play a major role in motivating skeptical action and it is logical to assume that 

incentives encourage auditors to deploy a more skeptical approach, firms may structure incentives 

differently, thus impairing their professional skepticism (Hurtt et al., 2013). And this can be seen 

during the interviews. There were no traces of disagreements inside the firm about the profits split. 

It is shared understanding between all the partners that the one who gets new clients or generates 
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maximum revenues will get away with the bigger piece of cake (profits). This also clearly reflects 

how big Danish accounting firms have changed their institutional logics of compensation structure 

from seniority based compensation to incentives based on business revenue generation (Greenwood 

and Suddaby, 2006). An equity partner supported the view that an increased focus on business 

endangers the professional skepticism of auditors: 

“I think it has some dangerous areas because it could be more focused on selling business, 

getting things to look nice, and not really investing the time you need in order to find 

something. I mean it could have an impact on professional skepticism which is so important”. 

On the other hand, some of the participants believe that the audit quality is protected through 

administrative controls like state regulations and significant risk is managed through advanced IT 

systems and creating a talent pool that solely takes care of audit work. 

 Overall, since the early 2000s increased regulations, restrictions, competition and its impact 

on the audit fee pressure have resulted in a need to generate further revenues from the consulting 

services. These pressures are compelling partners to develop an even more commercialized attitude.  

The revenues from pure audit work have already declined to 25% (approximately) in countries like 

USA/UK. It is likely to reach the same level in a few years in Danish accounting firms as well. 

Some participants also expressed that accounting firms might end up doing consulting business in 

future if the development continues to be in the above mentioned direction. One of the former 

directors shared the current state of intense competition between big-4s in the Danish market due to 

a high focus on revenue generation:  

“There are no sweet sponsors any longer where you can relax and enjoy and once in a while 

put your feet up on the table and look out the window. Those days are gone. It’s competitive. 

They (audit firms) are prostituting themselves in terms of prices. So they want to go out to 

another customer and then offer 10-20-30-40% in discount to get that customer, and the work 

doesn’t disappear. So you need to be more effective. You need to sell more to ensure that the 

tax work is done”. 
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But what has been the impact of indulging in lowballing. Partners acknowledged openly that they 

have trouble maintaining a balance between high quality work and business generation: 

“I think we have a problem handling it. We still need to find out how to handle it so that we 

don’t lose the quality in our work. That’s the whole foundation of Big-4 that quality is very 

high and it has to stay high. So if we start competing too much and lower the audit fee, then 

it’s too difficult to maintain audit quality. It doesn’t go hand in hand. So, at some stage the 

audit fee has to go up again. Right now we see that certain clients are audited at our hour 

cost. So, we don’t make money at all. Just selling at hour cost is not a good direction. So, I 

am concerned about that because that’s not good for society because in the end you get lower 

quality.… you start doing less work in order to make a little bit of money and that’s 

dangerous. So that’s what I am concerned about ... the competition is healthy enough”. - 

(Equity Partner of Big-4) 

The above quote is a reflection of what has been found in prior studies: due to cost-quality conflict, 

auditors tend to engage in dysfunctional behavior (Pierce and Sweeney, 2004). When I asked if it 

would have a more critical impact on their performance evaluation, if they had lost a big 

international client because they wanted to deliver a high audit quality to the client, an equity 

partner clearly validated by saying: 

“[H]igh quality doesn't give you the good performance because it is something given. It’s 

going to have more negative impact if you lose a client than the positive impact of the good 

quality”. 

The rising commercial interest of Danish accounting firms is jeopardizing the core values of 

professionalism such as auditor independence. Professional skepticism of auditors is getting 

affected due to the faulty incentive systems that are encouraging commercial behavior inside the 

accounting firms. So, if firm policies do not reward judgments that bring financial benefit for the 

firm and only rewards professional skepticism then auditors may not even feel extrinsically 

motivated to compromise on professional skepticism.  
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4.6 Discussion and Conclusion 

The aim of this study was primarily to understand how this internationalization of big accounting 

firms has changed the requirements to become a partner in Danish firms and whether partners saw 

any perceptual threat for audit quality resulting from it. This study argued that big accounting firms 

emerged as institutional entrepreneurs in Denmark and changed institutions in Danish accounting 

firms. Big-4s emerged as institutional entrepreneurs in the Danish market primarily due to changes 

in field characteristics like political and regulatory changes, competition, IT development, and 

changes in Big-4’s social position to large and powerful players worldwide after mergers. Big-4s 

became the dominant players and captured the market share of more than 90% for audit of listed 

entities in Denmark and employed the highest number of state qualified auditors (CPA), which was 

previously more evenly distributed amongst small players in the Danish market. As Big-4s emerged 

as powerful and dominant players in the market, significant shifts in institutional logics were 

observed in Denmark as well. The dominant logic of the “P
2” 

form changed to ‘corporate like entity’ 

(Pinnington and Morris, 2003) in big accounting firms. It is evident that big accounting firms 

changed the institutionalized practices of traditional fiduciary institutional logics of providing 

exclusive accounting service to commercial logics providing multi-disciplinary services. Partners 

can get admission to the partnership only if they demonstrate good business skills combined with 

good technical and leadership skills. The requirements to become a partner have become much 

more demanding, and partners are expected to sacrifice their work life balance and be more 

innovative to cross-sell additional services to their clients. The path for partnership has become 

longer than in the old days when it was normal to attain a partnership position within 3-4 years of 

becoming a state qualified auditor. So, if they are not fast and knowledgeable and turn older than 40 

years, they may fall out of the race of attaining partnership. Therefore, they should know how to 

navigate the political environment inside the firm and have good networking and collaborative 

skills inside the firm as well. They should also possess good management, communication, and 
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innovative skills to serve and cross-sell to the multiple clients and be more open to IT as significant 

advancements in technology is likely to change the nature of audit work in the future as well. 

 This study makes contribution to the auditing literature. A study by Carter and Spence (2013) 

noted that business development, networking, social and people skills are critical when it comes to 

navigating the club of partnership. Carter and Spence’s study also claimed that the participants had 

very little emphasis on HR management. Although the results about business development, 

networking, and social/people skills are found to be similar for Danish firms, I also found that 

leadership skills were highlighted undisputedly by a majority of the participants in my study. Also, 

being open to new technology was indicated to be important as firms are investing heavily in 

technology. With the help of IT, big accounting firms might wipe out the business of smaller audit 

firms by digitalizing future audits. Carter and Spence’s study stressed the fact that neither did they 

find any specific instances of this commercial mind-set being in conflict with traditional 

professional values such as auditor independence nor did they seek any justification from 

participants about it. However, in contrast to their findings, in my study more than half of the 

participants agreed about the professionalism vs. commercialism conflict that arises at work and 

how commercial logics become dominant, creating a threat for audit quality as partners sometimes 

fail to apply the required professional skepticism.  

 This study also contributed towards understanding the changes in the way the audit 

profession is regulated today. Previously professionalism was much regulated by ‘self-controls’, 

whereas now professionalism is much more regulated by ‘administrative controls’ (such as quality 

assurance, risk and IT systems, regulations) and much more detailed regulatory controls (intensified 

oversight and inspections). These changes have implications for understanding how professionalism 

is getting more alienated from professionals and getting embedded in other structures. Auditors 

have less reliance on themselves to safeguard professionalism and as a result audit quality. 

Technical skills and professionalism is almost taken for granted today. This may be because 

professionalism is governed through other structures today. This is also one of the reasons which 
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might contribute to explain why professionals are turning into businessmen as audit quality seems 

to have been taken care of by the other structures rather than self-controls. 

  The increased rule and regulations since the Andersen’s demise seems to have drifted 

partners’ interest even farther away from building their technical competence. By adding more 

detailed regulations and standards, regulators are compelling partners to get more commercial and 

solely focus on business development as learning new complicated laws requires more time and 

effort. This might have implications for the profession as according to SEC and PCAOB, audit 

success hinges critically on the appropriate tone at the top and if partners fail to take tough calls due 

to their rising commercial interest then the profession is likely to get damaged (Bamber and Iyer, 

2009).  

   Big accounting firms no longer reward partners based on seniority, and they are expected to 

‘eat what they kill’ (Carter and Spence, 2013). There is strong commercial focus in big accounting 

firms today (Sweeney and McGarry, 2011). So, partners devote their time to business development 

by shifting the responsibility of technical delivery and client service management to non-partners. 

The division of responsibility of hunting and delivering audit work has been divided between 

partners and non-partners, but this segregation might also create a control problem for audit quality 

as partners tend to spend more time in business development and rely more on the work conducted 

by non-partners endangering audit quality. They may not be able to see how carefully the audit task 

has been conducted. Also, the directors have been described as risk averse by partners, so whether 

any tension between partners and non-partners was witnessed over any audit engagement was 

beyond the scope of research. More research is conducted in my third paper about the changes in 

organizational structures that have taken place in big accounting firms. 

 It is known that the organizational practices of high status exemplary organizations are 

imitated by others in the market (DiMaggio and Powell, 1983). Therefore the responsibility of 

setting the technical and ethical norms for the profession also lies with the elite organizations. 

However, it appears from the study that after the mega-mergers, when big accounting firms became 
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the elite center of the profession, they shifted their preference and promoted partners based on their 

commercial competence instead of professional competence, which became the industry norm. This 

study clearly indicates how size and power plays a significant role in setting the norms for the 

profession. But, as we know, commercialism appears to be in conflict with the traditional view of 

professionalism in the accounting profession (Zeff, 2003b, Hanlon, 1994, Gibbins et al., 2010). So, 

do we always need to rely on high status elite firms to set norms for the profession? This concern 

raises the need to understand the contribution of different agencies like state and profession and the 

interaction between them for construction and reproduction of the field-level norms (Greenwood 

and Suddaby, 2006, Scott, 2001). The role of profession and state in educating and certifying the 

accounting profession is more divided in Denmark than in the English jurisdiction where the control 

of the knowledge base lies solely with the professional associations (Jeppesen and Loft, 2011). As a 

result of this, I expect this structure between the Danish profession and the state creates a 

complexity for accepting the onus of instilling the technically and ethically justified professional 

behavior in accountants. 

 The role played by the human resource function is to preserve the ethical values, 

organizational culture, and personnel controls in professional service firms. They are responsible for 

leadership development, hiring people with specific skills sets, designing and executing the training 

courses, and setting the appropriate reward systems inside the firm. But, the dominant logics in the 

accounting firms are based on commercialism and the HRM practices appear to be reflective of 

those logics. Based on our study analysis, I found that their compensation and promotion system 

rewarded employees for sourcing new clients; they provided training to young auditors to develop 

their business development skills. They may like to hire new graduates based on their potential to 

develop their business development skills. So, when the accounting firms value and promote those 

auditors more who are commercially skilled, the study poses a question for education providers like 

universities and professional associations to assess their role in the educational system: Should 

education providers build students’ business competence, focus solely on technical competence, or 
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attempt to teach the balance between the two in order to develop a technically and commercially 

balanced personality? Perhaps future research may examine the perspectives of Danish accounting 

firms and universities on the expected skill set of new accounting graduates. 

 A state grants an accounting profession some professional privileges like self-regulation, 

quasi monopoly, power to control the entry of new members and high status in lieu of making their 

special competence, knowledge, and skills available for the public interest (Richardson, 1988). If 

the technical competence is a distinguishing aspect of the accounting profession on the basis of 

which professional privileges are granted by the state, then the changing preference for commercial 

competence in the accounting profession has already interfered and disturbed the pact once between 

the state and the profession. However, this paper examines only at the firm level and did not study 

how professions act as institutional entrepreneurs in relation to the state. There may be some further 

disturbances going on currently between the profession and the state which may be a future research 

opportunity to explore. 

 The study recognizes the limitation that no consultants were interviewed during the study 

which might have influenced the findings as more than fifty percent of revenues of big accounting 

firms today are generated from consulting services. Also, as this study is conducted in Denmark, the 

general findings somehow indicates that it is the local context in combination with institutional 

structures that determines what kind of competencies are needed and what is required to be done in 

order to get them imported from other countries like the USA/UK. The study also recognizes that 

the focus was on examining institutional entrepreneurs at the firm level, perhaps these views may 

provide supplementary perspectives on this, which can be an area for future research opportunity.  
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5.1  Abstract  

The growth and internationalization of big accounting firms resulted in world-wide mega mergers. 

The primary purpose of this paper is to understand how internationalization of these firms led them 

to depart from the traditional ‘up-or-out’ model and introduce changes in the managerial structure 

by adding post-senior manager (director and non-equity partnership) positions. Drawing on the 

ideas of institutional entrepreneurship, the paper shows why and how the structural changes have 

been legitimized inside the big accounting firms. The change and its implications have been 

analyzed using a qualitative research approach in the Danish setting. The results show that the 

managerial structure has been altered in Danish accounting firms primarily to prolong the path of 

partnership and to reap profits by leveraging competent employees without having to admit them in 

the club of real partnership. This has affected the relationship between the firms and their 

employees. 

Keywords - Institutional logics, Institutional Entrepreneurship, Accounting firms, Post-Senior 

Manager Positions 
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5.2 Introduction 

The purpose of this paper is to examine why and how the changes in the managerial structure got 

legitimized and analyze its implications on the employee-employer relationship in big accounting 

firms. The traditional structure in professional service firms (PSFs) like law and accounting has 

been ‘up-or- out’, with a standard career progression being from staff to senior to manager to senior 

manager to partner whereas post-senior manager positions such as ‘directors’ were reserved for 

technical specialists who were not extensively involved in practice development and/or for non-

CPAs (Almer et al., 2011). Under the up-or-out model (also known as the Cravath model), reaching 

the lucrative level of partnership required lengthy navigation based on tournaments of promotion 

between potential candidates competing for a limited number of positions at the next level within a 

certain time period (Galanter and Palay, 1991). The up-or-out model originated in New York law 

firms in the early twentieth century and got strongly embedded in the institutional structure of the 

elite professional firms (Malhotra et al., 2006). Later, the up-or-out model got adopted by British 

firms for other service sectors like accounting and management consulting (Morris and Pinnington, 

1998). As the employment model was designed and developed into an industry norm when 

conditions of demand and supply of work were stable (Galanter and Palay, 1991), the highly 

institutionalized model got strongly challenged and came under pressure as the market and 

institutional context of organizations changed. When accounting firms experienced tremendous 

growth and became the elite center of the profession (Greenwood and Suddaby, 2006), they started 

assuming the size of multinational corporations during the 1990s; for example, Arthur Andersen 

had over 85000 employees and 2000 partners. By 1990, the Big-5 each employed over three and a 

half times the number of accountants in the next largest firms and audited 75 percent of the world’s 

25000 largest entities (Center for International Financial Analysis and Research, 1995). Due to the 

immense international growth and to cope up with these pressures, big accounting firms started to 

make a move towards ‘standard corporate structures’, which has been described as ‘Managed 

Professional Business’ by Hinings et al. (1999).  
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Considering the importance of accounting firms, surprisingly little has been done in terms of 

analyzing their organizational structure (Jeppesen, 2007). Furthermore, as these firms have 

undergone enormous change over the last 10-15 years, it is worth reviewing the revised structure. 

Existing scant literature shows that in some countries like the UK, USA and the Netherlands 

professional service firms broke away from the highly institutionalized template of organizing by 

moving away from the ‘up-or-out’ structure of P-form to PA-form (partner-associate form) by 

creating permanent positions for candidates who sometimes pass over promotion and cannot 

become a partner (Sherer and Lee, 2002, Lee and Pennings, 2002, Galanter and Palay, 1991, Gilson 

and Mnookin, 1989, Nelson, 1988, Morris and Pinnington, 1998). Despite the increasing 

significance of post-senior manager positions in big accounting firms, the academic accounting 

literature (e.g. Gammie et al., 2007) has been virtually silent on these emerging positions. The only 

specific studies on post-senior manager positions examining the nature and function of such 

positions from the firm’s and the employee’s perspective have been conducted by Almer et al. 

(2011), Almer et al. (2012), Hooks et al. (1997) and Carter and Spence (2013) in accounting and 

Malhotra et al. (2010) in law firms. They have documented the benefits by adding post-senior 

manager positions (director and non-equity/associate partner) in response to the talent drain, by 

creating choice and flexibility in career progression and for providing the technical support and 

client servicing in the audit function which was formerly taken care of by the partners (Hooks et al., 

1997, Almer et al., 2011, Carter and Spence, 2013). As a result the partners would now be able to 

have an increased focus on business development. Although these studies have attempted to explain 

a firm’s rationale for altering the managerial structure, it does not fully explain how and why these 

positions got legitimized and impacted the employee-employer relationship in accounting firms. It 

is critical to study how and why these new roles have been added in the managerial structure, as 

introducing new roles and ways of working into highly established organizations presents many 

challenges (Reay et al., 2006). It is important that new structures are accepted by external 

constituencies, but it is equally important that they are accepted by internal constituencies like for 
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instance the highly educated professional workforce which is employed by the firm. Professionals 

are the primary assets in  PSFs, and it becomes increasingly critical for firms to manage them 

effectively to gain competitive advantage and audit success (Greenwood et al., 2005). Firms need 

their employees to embrace and adopt the changes; and expect them to demonstrate their full 

engagement and motivation to achieve high performance (Reina and Reina, 2006). Accordingly, 

any alterations in employee-employer relationship due to alterations in managerial structure may 

have implications for auditor behavior and audit quality. 

The aim of the study is to make a contribution to the existing scant literature on the post-

senior manager positions that have been introduced in big accounting firms. It highlights the 

significance of the growing phenomenon of relatively new positions that have been added in the 

career track by accounting firms. By making researchers aware of such positions, future research 

can incorporate a complete range of career options and not solely focus on partnerships as the only 

destination on the career ladder. This study will also highlight how these positions are serving 

multiple agendas of the accounting firms. It will attempt to provide insights to accounting firms 

who are constantly engaged in the delicate process of organizational design change and 

implementation. Also, previous studies have rarely been conducted outside the USA and UK, so 

this paper aims to bridge that gap by providing an analysis of Danish accounting firms. In the 

Danish market, the managerial structure with post-senior manager positions was introduced by the 

member firms of big accounting networks. This will illustrate a distinct act of institutional 

entrepreneurship, as only some of the big accounting firms are practicing the novel structural form 

and it is not seen yet in other accounting firms in Denmark. The influence of national institutions 

can be especially strong in small and culturally cohesive countries like Denmark and therefore it is 

interesting to study how and why this idea of importing (transposing) different managerial 

structures from abroad has been legitimized in the Danish context, thereby impacting the employee-

employer  relationship inside the firms.  
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The study is presented in four sections. The next section elaborates my theoretical orientation 

based on extant literature review. I then describe the research procedures. A subsequent section 

presents the results and analysis, followed by the concluding section pointing towards implications, 

future research and limitations. 

5.3 Literature Review 

Friedland and Alford (1991) defined institutional logics as the organizing principles that effect 

cognition and guide decision making in a social field. They are ‘socially constructed, historical 

patterns of material practices, assumptions, values, beliefs, and rules by which individuals produce 

and reproduce their material subsistence, organize time and space, and provide meaning to their 

social reality’ (Thornton and Ocasio, 1999). Logics guide the organizational forms and practices, 

focus attention, provide meaning to activities and prescribe what goals and values are to be pursued. 

However, multiple competing institutional logics may exist in an organization (Friedland and 

Alford, 1991), and conformity to certain institutional arrangements may give rise to conflicts and 

contradictions with other institutional arrangements triggering the institutional change (Seo and 

Creed, 2002).  It has been suggested in the literature that institutional contradictions are not only 

essential driving forces to institutional change but also a key to resolving the paradox of embedded 

agency i.e. how actors manage to change institutions in which they are embedded (DiMaggio, 1991, 

Seo and Creed, 2002). Contradictory institutional arrangements can create misalignment between 

the existing arrangements and goals and interests of the actors that can set the stage for potential 

institutional changes (Seo and Creed, 2002). Actors whose needs and interests are not adequately 

served by the existing institutional arrangement are the potential change agents creating new 

organizational structures and practices (Seo and Creed, 2002). These change agents are 

conceptualized as institutional entrepreneurs which are organized actors with sufficient resources 

that attempt to alter or replace an institutional logic when they see an opportunity to realize their 

self-interest that they value highly (DiMaggio, 1988). Institutional entrepreneurs can be individuals, 
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small or large firms, or governmental or non-profit organizations, although here our interest is big 

accounting firms acting as institutional entrepreneurs. Field level changes favor institutional 

entrepreneurship (Battilana et al., 2009), as it constitutes jolts and crises like social upheaval, 

technological disruptions, and competitive discontinuities, regulatory changes, new technology and 

market changes which can disturb the socially constructed field level consensus and create space for 

novel ideas (Child et al., 2007, Fligstein, 2001b, Greenwood et al., 2002, Holm, 1995, Oliver, 1992, 

Scott, 2001). In addition, scholars have documented that institutional change interacts with 

individual identity and character (Bellah et al., 1991, Sullivan, 1995). A study by Sennett (1999) 

explored the relationship between the institutional change and individual character within 

contemporary corporations and documented how the heightened pressure for profit maximization 

and the short-termism embedded in the new capitalistic economy alter the working relationships 

within corporate settings.  

However, the likelihood that a given actor will attempt to initiate a divergent change is 

dependent on its past and present position in the field (Battilana, 2004). The field is a politically 

contested arena (Nelson et al., 2004) with a limited number of subject positions that are considered 

powerful, meaningful and legitimate (Hardy et al., 2005), and an institutional change can lead to 

shifts in power within the field (Nelson et al., 2004). Therefore, institutional changes are likely to be 

strategically managed by institutional entrepreneurs to improve their position in the field and 

increase their political power (DiMaggio, 1991). Many scholars have shown that divergent changes 

are initiated by low status organizations located at the periphery of the field because they are less 

embedded, less privileged, and more exposed to institutional contradictions (Garud et al., 2002, 

Haveman and Rao, 1997, Kraatz and Moore, 2002, Shils, 1975). Yet, some recent studies have 

found that divergent change may also be initiated by the high status elite actors who are in the 

center of the field, as they are more informed, better advantaged, and continually socialized 

(Greenwood and Suddaby, 2006, Greenwood et al., 2002, Sherer and Lee, 2002). When such actors 

are embedded in multiple heterogeneous fields, they stop seeing institutional arrangements as taken-
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for-granted and are likely to break away without being afraid of harmful consequences (Battilana, 

2004).  

  In addition, institutional arrangements are ‘generalizable’ meaning that they are transposable 

from one social context where  they are initially applied and  learned to a new social context when 

the opportunity arises (Sewell Jr, 1992). When actors are embedded in the given organizational 

field, they may not be aware or do not care about what is happening in the other organizational 

fields, however when actors are embedded in multiple organizational fields, they become aware of 

different institutional arrangements and they have knowledge about them (Battilana, 2004). Actors 

like big local accounting firms are embedded in a global network within which the knowledge can 

be developed, retained and transferred (Carson, 2009). Global networks of accounting firms act as a 

major knowledge spill-over mechanism. Firms that acquire new structural arrangements are bound 

to share their experience especially with those with whom they share systematic ties. So the more 

contexts actors are embedded in, the more options they have available for transposing. The ongoing 

institutional contradictions posed by the institutional environment in which they are embedded 

make them critically evaluate those institutional arrangements, and based on that evaluation they 

decide which ones to comply with and which ones to ignore. Therefore, actors that are embedded in 

multiple organizational fields may be aware of alternative institutional arrangements and can 

transpose them to their organizational field (Boxenbaum and Battilana, 2005) to resolve the 

contradicting institutional arrangement. The transposed institutional arrangement from one context 

to another can be considered as novel in the receiving organizational field (Boxenbaum and 

Battilana, 2005) if it has not been applied before in that field. However, changing an existing 

institutional arrangement is not easy as entrepreneurship implies deviation from an existing 

institutional arrangement and it is unlikely that the efforts of entrepreneurial outcomes and 

processes go uncontested (Garud et al., 2002). A study by Greenwood and Suddaby (2006) 

described the entrepreneurial battle in the accounting field, when Big firms introduced an 

organizational form of multidisciplinary practices. Initially, the new organizational form was not 
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challenged by anyone (profession or government) in the field but with the onset of the second phase 

of multidisciplinary practice evolution, when Ernst & Young decided to establish a captive law 

firm, a strong regulatory response followed by formal inquiries and announcements by SEC was 

made on curtailing the multidiscipline practices of accounting firms. Therefore, this implies that 

creation, transformation and diffusion of any new institutional structures require legitimacy (Dacin 

et al., 2002). Legitimacy is a generalized perception
8
 or assumption that actions of entity are 

desirable and appropriate within some constructed systems of beliefs, values and definitions 

(Suchman, 1995). We know that organizations are comprised of multiple stakeholders and confront 

many constituencies both internal as well as external (Ruef and Scott, 1998). External 

constituencies for e.g. include professional bodies, business circles, regulatory bodies and media. 

Various categories of internal groups include managers, staff specialists, members of boards and 

workers that can deploy different legitimacy evaluation criteria (Elsbach, 1994). Firms need their 

employees to embrace and adapt to change and demonstrate their full engagement and motivation to 

achieve high performance (Reina and Reina, 2006). Strong performance is achieved through 

effective working relationships in the workplace that are built over time (Reina and Reina, 2006). 

Consequentially, it becomes important to pay attention to various constituencies as it can affect 

their involvement and motivation (Elsbach, 1994). ‘’Organizations that…lack acceptable 

legitimated accounts of their activities...are more vulnerable to claims that they are negligent, 

irrational or unnecessary.’’ (Meyer and Rowan, 1977). So, the institutional change can question the 

character and integrity of the organization (Dacin et al., 2002). Therefore, in order to gain 

legitimacy institutional entrepreneurs must possess high level skills to theorize change (Perkmann 

and Spicer, 2007). It is critical that institutional entrepreneurs have deep knowledge about their 

home and host institutional context differences and similarities if the institutions are being 

transposed from abroad (Tracey and Phillips, 2011). It should be theorized in a way that makes the 

                                                 
8 Generalized perception represents the reaction of observers to the organization as they see it; thus 

legitimacy is possessed objectively, yet created subjectively (Suchman, 1995)  
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transposition of institutions from one context to another more familiar and perceived as superior by 

the adopters. For this purpose, institutional entrepreneurs use ‘framing’ which is essentially a 

cognitive mechanism involving the use of rhetorical devices, symbolic languages, metaphors and 

analogies to motivate other actors (McAdam et al., 2005). By ‘framing’ strategically (Khan et al., 

2007) institutional entrepreneurs theorize their change projects in ways that resonate with 

grievances and interests of aggrieved constituencies, diagnose cause, allocate blame, provide 

solution and enable collective recognition processes to operate (Battilana et al., 2009) to justify new 

practices as obligatory, valid and appropriate (Snow and Benford, 1992). As a result, this can 

mobilize wide ranging coalitions of diverse groups and  produce the collective action necessary to 

secure support for embracing institutional change (Fligstein, 2001a, Wijen and Ansari, 2007). For 

example, Suddaby and Greenwood (2005) demonstrated in their study how big accounting firms 

contested with US SEC and the American Bar Association for the establishment of a new 

organizational form of multidisciplinary practices by using rhetorical strategies. By combining 

language selection, common metaphors and pragmatic vocabulary, big accounting firms were 

seeking to justify the new institutional arrangement or defend the dramatic alterations in the existing 

arrangement.  

Accordingly, this paper is specifically focused on how and why big Danish accounting firms 

legitimized the organizational structure by adding post-senior manager positions in the career track 

of partnership and what has been its impact on the employer-employee relationship within the 

accounting firms as it is known already from previous studies that in some countries big accounting 

firms have introduced post-senior manager positions.  

5.4 Research Design  

Although big accounting firms have undergone managerial structural reforms owing to institutional 

and market context changes, the accounting literature has been silent on these reforms except for a 

few studies. The changes in the structure have not been fully explored and thus a qualitative 



84 

 

research approach is deemed suitable to gain insights on how and why these changes have been 

legitimized in big accounting firms. This approach is adopted due to the nature and context of the 

study and it is particularly relevant when there is a need to better understand any phenomenon about 

which prior insights are modest (Ghauri and Grønhaug, 2005, Strauss and Corbin, 1990). Second, 

this is a longitudinal study which can best be analyzed through use of the inductive approach to 

clarify sequences and causes (Elsbach and Kramer, 2003). The paucity of available evidence about 

actual changes within the big Danish accounting firms, especially since 1970s onwards, poses a 

major difficulty in this kind of research. The study also recognizes the limitations of accuracy of 

memory recall by the participants about significant changes that have occurred in the accounting 

profession. However, the fact that similar changes related to this study has been documented in 

other fields meant that it could draw upon data sources (Garud et al., 2002).  

For several reasons the Danish context constitutes a particularly interesting setting for this 

study. First, in small culturally cohesive countries like Denmark, the influence of national 

institutions can be especially strong (Maskell, 2004). Denmark is a small egalitarian country where 

opportunism is penalized in order to maintain a high level of trust based relations. Accordingly, the 

Danish setting promised to be a fruitful one for the exploration of institutional entrepreneurship as 

the changed structure was observable only in top big accounting firms that are embedded in their 

international network. So, it was apparent that only particular actors in the Danish market were 

highly influential in this process.  

 The data has been collected from big accounting firms by conducting 16 face-to-face in-

depth semi-structured interviews and one telephonic interview in English with accounting 

professionals in Denmark between August and October 2014. The data for the second and third 

paper of my dissertation is collected together and therefore the participants in this study are the 

same. Prior research documents Big-4s as a homogeneous group of firms with respect to career 

paths, organizational structures and what they demand of partners (Carter and Spence, 2013). 

Similarly, in this study, during the initial interviews, the author was struck by the similarities 
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between the way the justification for managerial structural changes were described by participants 

and the way new managerial levels are used across big-4s. Therefore, it is reasonable to assume in 

this study that the fields would be similar across all Danish big-4s. The focus was not exclusively 

on current equity partners but also on those who were non-equity partners or had previously tried to 

become so but had left their firms to join other jobs or to become a partner in non-big accounting 

firms. A number of former senior managers, retired partners and HR directors from big firms were 

also interviewed. A number of former and retired partners were interviewed mainly in order to elicit 

views that were less likely to be constrained by an on-going organizational commitment (Gendron 

and Spira, 2010) and also to gain insights about the changes in the managerial structure in Danish 

accounting firms.  Many of the interviewees had experience of over 30 years and had inside 

knowledge about their firm. Employees below senior manager were not interviewed on the 

presumption that they would have less knowledge about the firm practices existing at the top level, 

being several years and rank away from potentially becoming partners themselves. To establish 

rapport with the interviewees, an email containing the background information about research, 

researcher and confidentiality was provided to the interviewees and their questions related to the 

study were addressed before the interviews were scheduled. Participants within the audit function 

were randomly selected and then the snowball sampling technique was used. The study did not 

include any consultants due to several reasons. In the early 2000s, four out of big five accounting 

firms sold their consulting arms due to a change in regulation, however they started building up the 

consulting activities again in mid-2000s and hiring consultants. This indicates that the consulting 

side gets marginalized even though half of the revenues are generated from consulting services. 

This is also observable in the club of equity partnership. The audit firms are mainly owned by the 

auditors, for e.g. in the year 2011, out of 90 equity partners in PWC, only 8 were from the advisory 

function whereas in EY only 5 are from advisory function out of 67 partners today. Also, non-

partners in a consulting function do not require special qualification as State-authorized auditors 

thus eliminating the need to study them in relation to audit quality. Also, it is reasonable to assume 
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that the pressure to retain consultants is not as high as for the auditors due to the dearth of State-

authorized auditors in the Danish market. There are only about 2500 (approx.) State-authorized 

auditors in Denmark. Based on our interactions with some of the colleagues who have worked for 

the big fours formerly as partner, they shared the differences that exist between the career choices 

and preferences of consultants and auditors. Consultants do not see their careers in the same way as 

auditors and consider changing firms as an important aspect in their career. Auditors are perceived 

to be more conservative and do not like to switch firms as often in their career. This was also 

evident in our study as all the participants in our study spent at least 15 years with one firm which is 

unusual for consultants. Therefore, the altered structure is more beneficial to study in the audit 

function. Anonymity was guaranteed to all the interviewees to encourage candid responses, and all 

the interviews were audio recorded with their permission and subsequently transcribed. Length and 

date for each interview and the position of the interviewee have been separately provided in the 

appendix. The semi-structured interview approach facilitated an open ended and flexible design 

followed up by probing questions during the course of the interview whenever and wherever 

necessary in order to develop a comprehensive picture (Horton et al., 2004, Lee, 1999). Additional 

correspondence was made with the interviewees to verify some issues identified during data 

analysis. The interviews lasted between 35 minutes to 2 hours. All the relevant empirical material 

has been reported in the appendix and the interview quotes have been referred in the findings 

section from the appendix. All the transcribed/notes of the interviews were examined systematically 

multiple times manually to identify key themes brought out by coding the transcript data for each 

question (unit of analysis). The relevant data was divided into clusters and then the emergent 

relationships were established through recurring patterns with respect to theoretical perspectives 

which were drawn on to address the research questions (Scapens, 2004). In order to increase the 

trustworthiness of the collected data, several steps were undertaken: first an interview guide was 

used to ensure that there was a consistent framework and that questions did not vary a lot from one 

interview to another. To eliminate researcher’s bias, two raw interviews were reviewed by one of 
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the colleagues to arrive at the same interpretation of results. Some specific examples of the themes 

included were changes in managerial structure past and present and their view on how and why 

changes have evolved, how non-partner material is retained by the firm, and transparency in the 

promotion process. Past in this study refers to the period before mergers (i.e. around 70s and 80s) 

and present refers to recent years when the changes occurred around mid-2000s. The next section 

presents the main findings of the study.  

5.5 Findings 

As the aim of this study is to understand why and how big Danish accounting firms legitimized 

post-senior managers (PSM), i.e. directorship and non-equity/salaried partnership positions and 

their implications on employee-employer relationship within the accounting firms, it is important to 

first consider the changes that occurred in the Danish accounting field.  

5.5.1 How big accounting firms become institutional entrepreneurs 

Denmark had its own well established auditing profession before the arrival of big American 

accounting firms. Most of the Danish firms were loosely connected with their international partners, 

maintaining a high focus on local business until 1988 (Christiansen and Loft, 1992). The traditional 

Danish firms C. Jespersen and Schøbel & Marholt (now known as KPMG, Deloitte) were far ahead 

in relation to American-oriented firms (Christiansen and Loft, 1992). Firms like PW remained 

medium sized firms in Denmark before the mergers and held its special position to serve the Danish 

subsidiaries of UK and USA groups and performed mainly consulting work under Anglo Saxon 

name (Christiansen and Loft, 1992). The traditional career track after becoming a State-authorized 

auditor was moving up from senior manager directly to equity partnership (P-form), and 

conventionally the up-or-out model was practiced in Danish accounting firms. 

“Yes, in those days it was either a real partner or no partner. It was the ‘up-or-out’ system” 

(Retired partner of big accounting firm).  
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In the context of this study a ‘real’ partner means an equity partner who has the right of making 

strategic decisions and sharing the profit pool generated by the accounting firm. The up-or-out 

model or Partnership form was developed in professional service firms when the growth demand 

and supply for accounting services was still stable (Galanter and Palay, 1991), and based on the 

reviewed literature, we know that changes at the field level becomes an enabling condition for 

institutional entrepreneurship (Battilana et al., 2009).  The dominant institutional organizational 

form until the 1990s was the ‘Cravath model’ (Sherer and Lee, 2002) or professional partnership 

‘P
2
’ form (Greenwood et al., 1990) which came under pressure with the changes in the institutional 

and market context. World-wide mergers of accounting firms were made in response to the global 

field level changes at the political, regulatory and technological levels in the 1990s (Greenwood and 

Hinings, 1996, Perera et al., 2003). The process of mergers of the affiliated firms of big accounting 

firms and the managerial restructuring also began in Denmark in the 1990s (Christiansen and Loft, 

1992) giving birth to the new position of salaried/associate partnerships in some of the big 

accounting firms although it was already existent before in a few firms. The associate partners are 

like regular employees receiving an annual salary; they do not have the rights to share the profits of 

accounting firms, and their employment rights are protected under the Danish labor law as 

explained by a partner.  

“[W]e did not have associate partners or local partners until we merged with A (firm’s name) 

who had lot of local partners. XXX (firm’s name) and SSS in Denmark were two very different 

firms. M focused basically on the larger market, upper market and top end market, whereas 

SSS was the merger of a high number of local firms meaning that they were represented in I 

don’t remember how many cities in Denmark in those days. And I recognize that if you want to 

do business for small business and lower mid-market and have representation in smaller cities, 

you need to have the title of partner so therefore we accepted to maintain the local partners 

which SSS called national partners. Later on we changed it to associate partners, and in my 
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time an associate partner should meet basically most of the skills required to become a full 

partner”. – (Retired senior partner) 

The above statement reflects how field level changes created space for novel ideas. The changes in 

the institutional environment resulted in mega-mergers of not only two Danish accounting firms but 

also two different partnership models enabling institutional entrepreneurship. We know from prior 

studies that institutional arrangements are the reflection of ideas and goals of the organization 

(Friedland and Alford, 1991). It was known to the accounting firms that the prime motivation 

behind the merger was: growth, economies of scale, diversification, and internationalization 

(Wootton et al., 2003) and adopting the partnership form would have been an expensive 

institutional arrangement for the partners and could have created efficiency gaps in the firms. In 

addition, with the mergers, firms were growing massively and the war for talent intensified which 

meant that the firms needed to retain more talent to handle increasingly complex business. 

Therefore, the altered partner-associate organizational form was an innovative solution to serve the 

self-interests of Danish accounting firms. Since Denmark is a small country with just over 155 

(approx.) listed companies and 75% of the audit clients are small and medium sized companies with 

less complex transactions, the new partnership form was a cost effective model for the accounting 

firms as equity partners were able to leverage more resources (associate partners) without 

dissolving the profit pool of the firm as specified by a retired equity partner. The partner title for 

non-equity salaried partner outside the firm was the way to manage the impressions of the clients 

that the firms are fulfilling their demands of assigning partner level people on client engagements. 

The pressure on big Danish accounting firms from the clients demanding partners on their audit 

engagements when there was already a lack of partners created divergent institutional pressures on 

the firms. Thus, contradictory institutional arrangements created a fundamental misalignment 

between the existing form and interests of actors making them potential institutional change agents. 

As institutional entrepreneurs are interest driven and calculative, they support the creation of 

institutions that they deem appropriate and aligned with their interests (Dacin et al., 2002). They 
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turned conflicting institutional pressures into an opportunity. Big accounting firms demonstrated a 

classic example of institutional entrepreneurship by creating a new and flexible means to reap 

profits by leveraging competent employees without having to admit them in the club of real 

partnership. The partner-associate form got institutionalized in the majority of Danish accounting 

firms.  

Soon after the mega-mergers, the demise of Arthur Andersen in 2002 produced a field level 

shock for the audit profession worldwide. Following the demise of Enron, Andersen and similar 

scandals, EU brought a wave of regulations and higher restrictions for cross-selling of consulting 

services for the accounting firms. This again illustrates that how external shocks triggered divergent 

institutional pressures for accounting firms to maintain the stream of revenues without losing the 

regulatory requirements played a role in enabling institutional entrepreneurship. Thus, an increase 

in regulations further pressed the big accounting firms to modify the partner-associate form around 

2005-07 by adding another level of directorship. The new career path required senior managers to 

cross two more levels – directorship and non-equity partnership before becoming an equity partner 

in the firm. When I specifically asked about the rationale behind adding the new level, one of the 

former senior partners explained:  

“I think basically for one reason namely that they need to make it possible for State-

authorized auditors or people with other education in other parts of the firm to stay longer 

with the firm without becoming a partner. In a partnership you are normally focused on 

maintaining a balance between the number of partners and the profits to share so if you have 

a sort of strategy to expand your firm to grow to retain the best people, maybe also people 

who are not necessarily partner material, you have to come up with solutions for that and 

one of them is directors and another one is associate partners…[I] always had a younger 

director/partner assisting on the daily jobs. So, he did most of the daily work and he was sort 

of a technical guy that guarantees that things are done according to the manuals and I would 
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be more on the commercial side and that’s not unusual in larger firms.” - (Former retired 

senior partner) 

This quote upholds the view that institutional change interacts with individual identity and character 

(Bellah et al., 1991). It shows how institutional shifts in logics from fiduciary service to corporate 

logics of commercialism (Thornton et al., 2005, Zeff, 2003a, Hanlon, 1994) and heightened focus 

on growth and revenue generation have altered the identity of partners to become more 

entrepreneurial minded agents (Gendron and Spira, 2010, Kornberger et al., 2011, Parker et al., 

2008).  A high focus of the accounting firms on revenue generation while addressing the regulatory 

concerns highlighted the importance of attracting and retaining the top talent in the firm, resulting in 

an amendment of the partner-associate form.  

Importantly, the ability and motivation to change the managerial structure developed when 

previously maintained national orientation by the traditional Danish firms moved towards 

internationalization and consolidated their social position displaying their international orientation 

by adopting the name of their international partners, their standards and procedures (Christiansen 

and Loft, 1992). Also, some of the top Danish firms which earlier remained as medium sized 

partnerships emerged as more powerful players in the Danish market after the mega mergers and 

gained power and resources. This is in line with the previous literature that the likelihood that an 

actor will attempt to initiate a divergent change is dependent on his past and present social position 

in the field (Battilana et al., 2009, Battilana, 2004). During the interviews on being asked about who 

was the pioneer among big accounting firms in Denmark for introducing the directorship title, all 

partners undisputedly indicated that it was prevalent in their international network.   

“I think it was some of the older senior managers who were quite embarrassed to continue to 

say that I am senior manager. People would ask why you are not a partner and at that time 

they had come up with this title in the UK and it also came up in Germany”. - (Equity 

partner) 
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The quote also confirms the view that big Danish accounting firms are embedded in multiple 

organizational fields and become aware of different institutional arrangements existing in other 

organizational fields, and after careful evaluation of the host and home context, they transpose the 

institutional arrangements in their organizational field to resolve the institutional contractions. The 

act of transposition involves the process through which actors select and transport institutions 

across institutional fields and national boundaries (Sewell Jr, 1992). The transposed institutions are 

considered as novel in the receiving organizational field which is a new social context and can thus 

be classified as an act of institutional entrepreneurship. Big Danish accounting firms realized that 

the directorship title which was existent in their international network was a good alternative for 

increasing earnings per partner and also maintaining the gearing ratio between partners and non-

partners and for managing the expectations of young ambitious talented senior managers who aimed 

to become a partner within 3-4 years after becoming a state qualified auditor. Directors were mainly 

assigned to take care of client servicing and technical delivery as they are technically very good 

auditors and help accounting firms in maintaining the audit quality thereby allocating more time and 

space to the partners for developing business (Almer et al., 2011). The directorship position is not 

fully institutionalized in Denmark and is being used only by the biggest accounting firms for their 

self-interest which is a key trait of institutional entrepreneurs. The promotion policies are reflections 

of the firm’s goals and values and a controlling mechanism of behaviors. Accounting firms use 

post-senior manager positions as a stepping stone towards partnership or sometimes as a terminal 

station for people who do not possess enough business development skills to be partners but have 

high technical skills. By restricting the elevation to a partnership of those employees who failed to 

demonstrate the ability to acquire new clients, accounting firms were able to send out a signal inside 

the organization about the importance of developing commercial behavior and skills: 

“[T]he firm wanted to send the signal inside the organization that the most important 

individual in the firm is the employee who is able to gain new clients, gain more work from 

existing clients or retain the clients threatened by competition”. – (Retired senior partner) 
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5.5.2 Legitimizing the altered structures 

Changing an existing institutional arrangement is not easy and it is unlikely that the efforts of 

entrepreneurial outcomes and processes go uncontested (Garud et al., 2002). Similarly, changing 

institutional structures in big accounting firms was not easy and firms needed to gain legitimacy for 

implementing changes in the managerial structure. As we already know firms constitute multiple 

constituencies and it is equally important to gain legitimacy inside the firms. All big accounting 

firms framed strategically to theorize the structural change inside the organization. By sharing with 

employees that it was necessary to align with the international network structure, all firms 

attempted to justify the new structure as obligatory, valid and appropriate (Snow and Benford, 

1992) to secure support for embracing the change (Fligstein, 2001a).  They selected countries like 

the UK and Germany in order to theorize the change in a way so that it could be perceived by the 

adopters as familiar and superior to what was normally done in Denmark. However, if firms fail to 

gain legitimacy then they are more vulnerable to claims of being negligent, irrational or 

unnecessary (Meyer and Rowan, 1977). A strong support was found for this argument when a 

former director shared his experience of how in one of the big firms they attempted to legitimize the 

structure with directorship:  

“[A]s a part of YYY (firm’s name), I was among those who negotiated salaries and terms 

for the forum of people representing the students and auditors that were under education. So 

we were a small group of 10-12 people that represented all the people negotiating with the 

top management of YYY, and then all of a sudden they came with this suggestion…they 

said that there was a little bit of mixture in the YYY international network ….so now we 

introduce the title of director. All of the people participating in the negotiation said that you 

are just prolonging the way to become an equity partner…but they said no this is not so. 

Salaried partners will disappear probably in a few years. But still today it is senior manager-

director-salaried partner and equity partner”. 
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Employees who earlier expected to attain partnership viewed the new structure as simply a way of 

prolonging the path of partnership and their intentions to quit can be interpreted as a form of 

resistance towards the legitimized structures. It is also evident from the above statement that this 

rationale for changes in the structures by the firms did not perceive to be legitimate in the eyes of 

the non-partners. The study did not find any inconsistency between participants’ responses as to 

why the structure was altered inside the firms. 

5.5.3 Implications for the employee-employer relationship  

The study analysis shows that the new structure, according to the big accounting firms, is perceived 

to be an efficient model to retain people instead of up-or-out, and firms use this model to increase 

the uncertainty about promotion for those employees who are not perceived as partner material by 

the management but aim for the partnership. Sometimes it takes them from five to eight years after 

becoming a senior manager to realize that they will never become a partner. According to some of 

the partners, this model was effective in retaining people and reducing the pressures of promotion 

for the firm especially during the recent financial crisis. These positions appear to be used by 

accounting firms to create ‘a reserve army (partnership level) of labor’ (Lehman, 1992) for 

succession planning. 

“We have been very good at keeping people in the dark for a long time and giving them a 

feeling that there is a chance to become a partner although everyone (management) knew 

that it is never going to happen”.  – (Equity partner) 

The ambiguity about future prospects and the lure of partnership is maintained intentionally to serve 

the self-interest of the partners: 

“Some people are more selfish than others, if you have a good man who has done a lot of 

good work for you and you are basically dependent on him, and then I have seen partners 

fool others and saying yeah you will get there and finally say you couldn’t get there 

anyway”. -  (Equity partner) 
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The purpose of performance measurement systems is to measure and manage performance but they 

are primarily being used inside firms to decide bonus pay-out instead of promotions as shared by 

one of the former directors. Development areas as a part of career planning are not shared clearly by 

the firm with those employees who do not have the potential to become a partner. As a result their 

future prospects continue to remain ambiguous for those employees and they have to deal with 

uncertainty about their future prospects with the firm even after fulfillment of the specified goals. 

“When I was in the game at the beginning, they would try to keep it a secret and say next 

year next year next year. I could observe that people were just dragged along with this 

chariot in front of them and I think people who said next year was sure that we were going 

to break the ice next year but it didn’t happen so the more ambitious guys, they left the 

company as soon as they discovered that they didn’t want to wait anymore for this 

promotion. The other guys we try to transfer to other business areas or say that may be you 

should try advisory or stuff like that or maybe we have a project, but it didn’t go well I have 

to admit”. (Former HR Director) 

This implies that some employees are more realistic than others and know that they will not be able 

to become partners and therefore leave the firm within 3-4 years or accept the non-partnership 

positions after they assess the implausibility of fulfillment of the firm’s promises. Sometimes they 

may not intend to move as they have spent a considerable span of time with the firm and are 

comfortable doing the routinal audit work without being involved in the high risks of economic 

returns and revenue generation pressures. The lived experience was shared by one of the former 

senior managers: 

“I think I would have stayed in YYY for many years if they had appointed me as a director. 

Even though it would have been a little more salary, but in my assignments etc, the things I 

was doing would not have changed whatsoever. I am very sure about that. The changes in 

the way I have to work and serving clients and not more responsibility or less responsibility 

when going from senior manager to director. It was just the title that was nothing else... 
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[h]ere I can never become a director that’s not the story you (referred to his boss) have been 

telling me for the last 5 years. I am not angry, I am not slamming the door, but I think that it 

is time that we say goodbye to each other and I do something else”. 

The above statements also illustrate how institutional change is altering the employment 

relationships inside the accounting firms. We know from prior studies that due to disappointment of 

unfulfilled promises, firms might encounter employee withdrawal behaviors. For their own interest, 

big accounting firms appear to damage the employment relationship which is established over the 

course of time with their employees which can have consequences for auditors’ behaviors 

(Herrbach, 2001). During the interviews many partners agreed that the loyalty of employees today 

has changed, but due to their entrepreneurial mind-set partners perceive employee turnover as an 

opportunity to sustain the upward flow of employees in pyramid managerial structure and business 

model by building their alumni network with their outgoing employees. During the interviews, 

these positions have been justified as a good platform for those who lack aspiration or are perceived 

to be extremely technical and lack partnership skills. A contrary view was, however, expressed by a 

former director who raised an interesting concern about whether these positions are considered due 

to lack of partnership skills or lack of desire for partnership. Sometimes it might create 

professionalism vs. commercialism identity conflict for non-partners which is created by the firms 

making them less aspirational for partnerships.  

“I said you know I am not very good at socializing actually and I said do I want to waste the 

time running around and participating in seminars, dinners, inviting others to play golf. No, I 

don’t...I am part of the audit team, and then the customers know what they get. I am there 

100%. Take me for my professional competencies except that I cannot socialize and don’t 

want to invest time in running around to sell to get a lot of new customers. So I said that I 

don’t want to invest time. Is it then fun to be with L (firm’s name) if I am basically saying 

that what I should do to become an equity partner, actually I cannot”. 

 



97 

 

In the next section, I proceed to the conclusion, theoretical and practical implications, future research 

and the limitations of the study. 

5.6 Discussion and Conclusion 

The exploratory study described the changes in the conventional up-or-out model of big accounting 

firms in Denmark. The creation of post-senior manager positions was largely the result of mega 

mergers that took place in the late 1990s. The field level changes in Denmark produced institutional 

contradictions and created misalignment between the institutional arrangements (Partnership form) 

and the interest and goals of big accounting firms enabling them to become institutional 

entrepreneurs. The prime motivation of the mergers of big accounting firms was to attain growth, 

diversification, and economies of scale and to gain a leadership role in the profession. The old 

managerial structure appeared to be in contradiction with their goals and resulted in the 

transposition of post-senior manager positions by the Danish firms from their international network. 

The mega-mergers made Danish accounting firms more international as well as emerge as powerful 

players and gain resources in the audit market. Due to the shifts in power and social position of the 

big accounting firms, they were able to break away from the ‘up-or-out’ model. The big accounting 

firms demonstrated a classic example of institutional entrepreneurship by transposing a new and 

flexible means to reap profits by leveraging competent employees without having to admit them 

into the club of real partnership. The need to amend the partner-associate form arose from the 

increased wave of EU regulations after the demise of Andersen in 2002, which shows how 

institutional change interacts with individual identity. The heightened focus on growth and revenues 

has turned disciplined professionals into entrepreneurial agents. They used the new structures to 

prolong the path of partnership and create uncertainty in order to retain and create a talent pool of 

professionals for succession planning, as well as to send signals about preference for people with 

sales skills inside the firm. The partners aim to increase their earnings by focusing on developing 

more business and assigning responsibility of technical delivery and client servicing to non-
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partners. The cumulative impact of all these changes is resulting in an alteration of the employment 

relationship that has been established between the firm and its employees over the course of time. 

Due to their entrepreneurial mind setup, partners perceive the employee turnover as an opportunity 

for more business by extracting business from employees who join the industry and become their 

ambassadors.    

 The new managerial structure holds important contributions and implications for research. 

The study results show that even though multiple embeddedness of local firm in international 

networks facilitated institutional entrepreneurship, it also illuminates the fact that national features 

such as trust and egalitarianism of smaller countries like Denmark are slowly getting washed away 

by the formation of global markets. As a result of this, it appears that we now have two different 

partnership models within the same profession in Denmark. We observed during the study that the 

directorship title exists only in the biggest Danish accounting firms and it is not fully 

institutionalized yet. The other accounting firms have not implemented the directorship positions 

yet in Denmark. This can probably be because non-big accounting firms offer partnership positions 

to the directors from top accounting firms as a part of their business model or they might perceive 

problems in this structure. While it is true that the Danish accounting field is currently more 

fragmented with respect to different partnership models, it becomes more probable that fields may 

become unified overtime to the degree individuals become carriers of institutions (Scott, 2003). 

Accordingly, directors from big fours who take up partnership positions in non-big fours may 

change the understanding of conventional structures and reshape the prevalent institutions in non-

big fours thereby unifying the fragmented field.   

Previous studies have documented that due to the heightened focus of accounting firms on 

growth and revenues, accounting professionals are expected to embrace entrepreneurial logics to 

navigate to the top (Zeff, 2003a, Hanlon, 1994, Kornberger et al., 2011, Parker et al., 2008). This 

can sometimes create an entrepreneurial vs. professional identity conflict within individuals. Such a 

conflict is likely to cause professionals to compromise between satisfying the demands of the 
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organization and acting according to their professional values and judgment (Bamber and Iyer, 

2002). As accounting professionals at the top have embraced commercial logics, it is common to 

consider them as a homogenous class of commercialized professionals (Hanlon, 1996). However, 

the result of my study questions this theory as not all individuals are willing to embrace the 

commercial logics and sacrifice their professional values to rise to the top. These are individuals 

that will consequently accept post-senior manager positions. It may also be true as shared by some 

of the participants that these individuals may choose to focus on client and practice management 

roles due to the high risk involved in economics returns of partners and increasing pressures and the 

stress that partners tend to deal with in order to generate growth and revenues for the firm. There 

could be more reasons for accepting post-senior manager positions from the non-partners’ 

perspectives but that was beyond the scope of this study, thereby opening more avenues for future 

research. In addition, the claim that post-senior-manager positions are a good solution for retaining 

people in the long term is an issue that requires more research. If it was a good holding spot then 

why did firms have to fire people during the financial crisis? 

Studies have shown that expertise is continually contested and that the reconfiguration of 

division of expert labor is ongoing due to shifts in the boundaries of the professional field (Abbott, 

1988). For instance, in powerful professions like medicine, increased seniority means less ‘hands-

on’ contact with patients and the ‘dirty-work’ is passed on to subordinates like nurses (Abbott, 

1988). Similarly, the findings of this paper have implications to understand the accounting 

profession. The shift towards commercial logics is leading big accounting firms to create a 

‘subordinate profession’, where the routine work of the audit task is now being passed on to the 

non-partners while the partners represent a superior class of true professionals. 

 At first sight, post-senior manager positions appear to be a beneficial mechanism in retaining 

the audit quality by bringing a balance between commercialism and professionalism inside 

accounting firms. The alternative career track might give the impression that firms are using these 

positions to create a ‘reserve army of labor’ of technically competent employees to perform regular 
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audit work and deliver the high quality work which was traditionally undertaken by the partners.  

By dividing the responsibility, partners can devote their time to developing more business instead of 

engaging in audit work. Although, it would be expected that the audit quality might improve with 

this segregation as a team of competent people is solely engaged on performing audit tasks, it may 

also constitute a risk for the audit quality. As partners have a highly commercialized focus, they 

might impose high pressures on the post-senior managers in regard to the efficiency and 

effectiveness of audit tasks. The fact that partners spend relatively less time on audit engagements 

may weaken controls, as they may not spend enough time to go into details about how well the 

audit work has been performed by their subordinates. Also, as partners are engaged in increasing 

business and their earnings, we may therefore expect their risk appetite to be higher than the post-

senior managers who are involved in client engagement work. Thus, loose control problems 

combined with a partner’s high risk appetite can create an opportunity for post-senior managers to 

engage in audit quality threating behavior. Also, the team engaged in audit tasks might be 

constituted of those employees who might have had experience of trust betrayal or breach of 

psychological contract in the organization. The breach of trust might lead auditors to become 

disengaged or less committed at work; being disappointed with the non-fulfilment of promises, 

auditors are more likely to engage in audit quality reduction behavior than those who are satisfied 

(Herrbach, 2001). Therefore, the cumulative impact of the pressures to meet effectiveness and 

efficiency criteria, an opportunity created due to insufficient control along with the high risk 

appetite of partners and the breach of trust due to non-fulfilment of promised promotion can lead 

non-partners to engage in audit quality reduction behaviors for example superficial review of client 

documents or acceptance of weak client explanations. Thus, it would be interesting to see in the 

future to what extent the new structure has impacted the level of audit quality.  
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List of Abbreviations 

Abbreviation   Full Form 

BaF     Big Accounting Firms 

EY    Ernst & Young 

FEE    Fédération des Experts Comptables Européens 

IFAC    International Federation of Accountants 

P2    Professional Partnership 

PA-Form   Partner-Associate Form 

P-Form   Partnership Form 

PIC    Public Interest Committee 

PIE    Public Interest Entities 

PSFs    Professional Service Firms  

PSM    Post-Senior Manager 

PW    Price Waterhouse 

PWC    Price Waterhouse Coopers 

TR     Transparency Reports 
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Appendix 

Table 9: Position of interviewees, interview date and length - Institutionalization and practice 

variation in the transparency reports of big accounting firms  

Name Big Four  Position Interview Date Length 

A AAA UK Director - Corporate Governance  11-12-2013 28 mins 

B AAA Germany Partner -Reputation & Risk 09-12-2013 49 mins 

C AAA Denmark Partner - Reputation & Risk 29-11-2013 26 mins 

D ZZZ Germany Partner Risk Management 26-11-2013 33 mins 

E ZZZ Denmark Operating Partner - Risk 

Management 

20-11-2013 47 mins 

F YYY UK Risk Partner 17-12-2013 Handwritten 

Notes - 40 

mins 

G YYY Germany Directors - Quality & Risk 

Management  

02-12-2013 48 mins 

H YYY Denmark Director 22-11-2013 34 mins 

I XXX UK Senior Manager - Compliance 28-11-2013 48 mins 

J XXX Germany Lawyer - Legal Department 02-12-2013 Written Survey 

K XXX Denmark CFO 05-12-2013 15 mins 
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Table 10: Interview Quotes - Institutionalization and practice variation in the transparency 

reports of big accounting firms 

Name Big Four  Position Does your firm have a global template? / Process of 

preparing TR? 

A AAA UK Director - 

Corporate 

Governance  

No, we very much respond to our UK requirements. 

The only bit that is global is the global team which 

provides legal structure and network as it is common for 

the whole network. Other than that it is completely 

driven by UK requirements that we have to meet. 

B AAA 

Germany 

Partner -

Reputation & 

Risk 

No and also it doesn’t fit. This is the point where we 

have differences in transformation of the 

directives...This is a given structure by national laws 

and we only have the description of a network which is 

provided globally. 

C AAA 

Denmark 

Partner - 

Reputation & 

Risk 

Regarding the description of our global network, we get 

a global template from our global organization and they 

want to stick as close as possible to that template so that 

the description of our network is very similar in the 

different member firms. 

D ZZZ 

Germany 

Partner Risk 

Management 

..look and feel of ZZZ global and German is at least 

90% same. We are only allowed to deviate from the 

global practice if we have additional German 

requirements, which we do have. In certain areas all 

these things are different from what is written in the 

global template. The German professional chamber of 

auditors publishes for instance guidance and how to 

prepare TR. We have to make sure that we cover 

everything in the ZZZ global template plus we have to 

prepare it so that we cover all the areas which are 

required by German standards. 

E ZZZ 

Denmark 

Operating 

Partner - Risk 

Management 

Yes, if I deviate from the global description, it needs to 

be reviewed, it needs to have a reason and obviously the 

standard reason would be the local legal 

requirements…[b]ut we are doing a lot to ensure and 

uphold consistency at the global level. 

F YYY UK Risk Partner Yes, we have a global methodology. YYY international 

wants to give a consistent story. 

G YYY 

Germany 

Directors -  

Quality & 

Risk 

Management  

We do have the minimum requirements from our 

accounting law who is stating what is to be included in 

the TR and then the second part is there should be some 

kind of similar structure across European LLP countries. 

H YYY 

Denmark 

Director Our YYY international has made a template for what our 

transparency reports should look like. So, for example, 

when we talk about our quality system, then that’s 

basically to a certain extent given by YYY international 

because it is one system. We do things in the same way. 

So, therefore we should also describe it in the same way. 

What we mainly do is maybe tweak the wording. We 

may delete certain things that we feel don’t have value. 

But a lot of it is given by YYY international because we 
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want to ensure that there is consistency because we 

believe that we are one firm, anyhow to the public, so we 

want this to be consistent. 

I XXX UK Senior 

Manager - 

Compliance 

No, Interestingly XXX is probably a more decentralized 

firm than some of the others...Each territory has free reign. I 

would know that some of the requirements here are EU 

driven; there are additional UK specific items for e.g. we 

have the audit firm governance code, and I am not sure that 

other territories have something similar. 

J XXX 

Germany 

Lawyer - 

Legal 

Department 

The structure of the report is defined by law. § 55c WPO 

describes in detail which information must be included in 

the report. The structure of § 55c WPO is adopted in our 

report accurately.  

K XXX 

Denmark 

CFO No 
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Name Big Four  Position Do you refer to TR in your international network? 

A AAA UK Director - 

Corporate 

Governance  

No, to be honest. I think….we always felt that other 

firms were coming to us because we have done it for 

quite a while now. 

B AAA 

Germany 

Partner -

Reputation & 

Risk 

That’s not needed because the basis for our systems is 

the same as for our global policies. So, the whole of 

our quality control system is based on global 

standards from AAA global, and the organization 

amended their extent to go deeper into the German 

standards. So, what do you need to discuss. 

C AAA 

Denmark 

Partner - 

Reputation & 

Risk 

Not at all. As you can see it is prepared in Danish. So 

it’s difficult for our other member firms to understand 

what it is all about.  

D ZZZ 

Germany 

Partner Risk 

Management 

No 

E ZZZ 

Denmark 

Operating 

Partner - Risk 

Management 

 No 

F YYY UK Risk Partner It looks like a private matter between regulators and 

big fours in the rest of the countries for e.g. Germany. 

In UK, we are also focusing on internal quality 

frameworks and reviews.  

G YYY 

Germany 

Directors -  

Quality & Risk 

Management  

We don’t read for e.g. the UK report, not the 

Denmark report. What is for us the leading report is 

the LLP TR. 

H YYY 

Denmark 

Director It’s really not something that’s very much discussed 

internationally…We don’t look at what did they do in 

the UK or Germany, where should we start and where 

should we stop, and we really don’t feel that there are 

users in the UK or Germany or we don’t compare 

with them at all in the day-to-day market. We don’t 

really feel the relevance. 

I XXX UK Senior Manager 

- Compliance 

I don’t have any reasons to look. I think I looked at 

may be one of the other UK member firm reports, 

may be a Dutch firm. 

J XXX 

Germany 

Lawyer - Legal 

Department 

No significant discussions  

K XXX 

Denmark 

CFO  No 
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Name Big 

Four  

Position What kind of challenges/pressures do you face while 

preparing these reports? Any difficult decisions made? 

A AAA 

UK 

Director - 

Corporate 

Governance  

It’s a big challenge to get the senior people to review it early 

enough because the big challenge for us is to…3 months 

falling right over the summer. 

B AAA 

Germany 

Partner -

Reputation 

& Risk 

The only area where we keep the required minimum is the 

remuneration part. There we have actually been criticized in 

our first report in 2008 or so. And now we say ok the flexible 

part of remuneration for directors is 31% in average of the 

fixed salary .That's it. So when we started this was at first 

difficult. 

C AAA 

Denmark 

Partner -

Reputation 

& Risk 

Not really - as we tend to stick to the minimum requirements 

in the regulation, it is almost given what we should include 

and not.  

D ZZZ 

Germany 

Partner Risk 

Management 

“Well, one of the things to overcome internally, I mean one of 

them I remember is as I said we are not allowed to deviate 

from the global template unless it is required by German law. 

One thing we discuss almost every year is the issue which 

relates to the results of the internal quality reviews. German 

companies including other big-4s do not publish or do not say 

anything about the results of the internal quality reviews. Our 

global template requires us to do so and we always have tough 

discussions with the global body because we have so far not 

published quality review outcomes”. 

E ZZZ 

Denmark 

Operating 

Partner - 

Risk 

Management 

Well, there are a number of practical challenges in giving the 

right disclosures and the list of PIEs. 

F YYY 

UK 

Risk Partner Duplicated disclosures in TR and annual report. The content 

should be completely aligned. Logistics of keeping both the 

reports aligned. 

G YYY 

Germany 

Directors -  

Quality & 

Risk 

Management  

First of all it’s the timing gathering the information, then 

entering it into the TR, then to have some kind of discussion 

with the various depts. Who are supplying the information 

contained in the TR because you put it all altogether but then 

it has to be one story. It’s kind of the difficulties and the issues 

to get these things handled. After publishing the TR, it is also 

audited or reviewed by our German regulator and sometimes 

they ask us questions. 

H YYY 

Denmark 

Director ...You don’t have the all details and I think detail would be 

something people may be interested in reading so it could be a 

natural thing to include in TR but no one does so...The 

challenge is to agree on what the level of disclosure should be. 

Very often we want to disclose more but you kind of end up 

pulling back because you say ok no one else does this, why 

should we stick our heads further out than everybody else. 

Especially when you look at what these reports are really used 

for. We feel may be if we do that would just our competitors 

may use it against us more than anything else...that’s difficult 

to deal with. 
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I XXX 

UK 

Senior 

Manager - 

Compliance 

We had a regulatory finding against us last year in respect of 

client money so we were fined X million pounds. Now that 

was all in press and we could have taken the view that it’s in 

public domain then why do we need to mention it but we put it 

in our report. So we had 2-3 para that talked about the 

situation. Again that’s showing on occasion that everyone 

makes mistakes but we held our hands up and we explained 

what we have done to rectify it. If you read it from a reader’s 

perspective that we got fined for X million pound and then the 

next day he picks up our TR and it doesn’t mention it, that’s 

not very open and transparent. 

J XXX 

Germany 

Lawyer - 

Legal 

Department 

In the beginning there were some difficulties to obtain the 

different sections in time.  

K XXX 

Denmark 

CFO  No pressures 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



118 

 

Name Big 

Four  

Position Who do you think are the potential users of the report?   

A AAA 

UK 

Director - 

Corporate 

Governance  

I really don’t know. It goes to the professional oversight board 

or to the regulator and we know that an inspection team reads 

it very carefully. 

 

TR is not in the new proposal engagements.  

B AAA 

Germany 

Partner -

Reputation 

& Risk 

Usage of this is very limited. In the beginning we did an 

analysis and found out that most of the readers are academics 

or competitors. It was quite disappointing. No one else is 

interested in it. It’s form over substance rather than substance 

over form. 

 

Clients are not interested. In the proposal we already described 

our network, where we are placed, and how we are governed 

but what's the benefit of it. 

C AAA 

Denmark 

Partner - 

Reputation 

& Risk 

Clients don’t ask for it, we sometimes take part of the 

description from our TR and incorporates that into a proposa,l 

but I don’t think it’s common practice in Denmark yet to 

include TR as a sort of attachment to proposals.  

D ZZZ 

Germany 

Partner Risk 

Management 

I believe the real users who read it are our professional bodies 

and regulators.  

 

We don't put TR in our new proposals. 

E ZZZ 

Denmark 

Operating 

Partner - 

Risk 

Management 

I am happy when people read it. This is actually the first time 

that someone has read it so I am happy to discuss what’s in 

there. I don’t think people read it from one end to another but 

competitors do read it first as they get first numbers...and  I 

think it will be scanned by students.  

 

TR is not an integrated part of new proposals. 

F YYY 

UK 

Risk Partner Difficult to say. We do not put in new proposal engagements. 

G YYY 

Germany 

Directors -  

Quality & 

Risk 

Management  

Regulators, we did have some so called joint inspection this 

year between our German regulators and PCAOB and they 

may also base their inspection on the TR. I would definitely 

think that some kind of the audit committees would like to 

have a look into the TR, other audit firms perhaps, but I don’t 

know how many times that will happen. 

 

There is no detailed guidance in Germany from the regulator 

what they expect in the TR...And regulators are quiet too 

(about quality review outcomes). It seems so. 

H YYY 

Denmark 

Director I think our competitors go and see what we write and we do 

the same. We don’t really feel that the authorities look at it. 

We don’t ever hear anything about that which we thought that 

they are the ones who would be most interested in. Of course 

they (external inspection body) go and look at the TR and see 

if these things are right... I mean if you are going to look at a 

PCAOB inspection report, you have pages of issues and in 

Denmark it’s only pass or don’t pass. We use it sometimes in 
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new proposals. 

I XXX 

UK 

Senior 

Manager - 

Compliance 

There is clearly a political aspect to this and this may be more 

of an issue in the UK because of competition commission 

investigation. So, the people who decide to have competition 

commission investigation are the politicians, the people that 

decide to change the laws are the politicians. So we definitely 

see this is something that positions XXX as market 

leader...So, it’s a chance to influence the debate that’s going 

on there. But yes the main stakeholders are existing clients, 

our potential clients, people interested in joining the firm. 

There is lot in here about our culture. 

J XXX 

Germany 

Lawyer - 

Legal 

Department 

Of course the WPK reviewed the report and compares the 

information with its own findings in connection with the 

WPK-inspections. Also the report is read by other firms of the 

XXX network, as well as competitors (like we do inversely). 

Otherwise, we only receive requests regarding our report from 

students to compare the reports for scientific purposes (like 

you). Beyond this, we have no information whether the report 

is used by others and - if so - for what purpose.  

Yes, sometimes we put that in our proposals. 

K XXX 

Denmark 

CFO We have very few users. We can see how many people 

downloaded it. Last year it was under 15-20 people. 

We do not put TR in our new proposals. 
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Name Big Four  Position How do you see the value of the report? 

A AAA UK Director - 

Corporate 

Governance  

I can’t really think of a situation where we benefitted from it. 

There has been no feedback on the content of it - good bad 

or indifferent. I don’t think people use it as differentiator. 

It has lot of information that the audit committee should find 

useful and shareholders as well. They are very regulatory 

driven. But I mean all corporate annual reports are the same. 

There is a big regulatory element in them. 

B AAA 

Germany 

Partner -

Reputation & 

Risk 

My French colleagues had the same experience. It’s just the 

competitors and academics. It’s a waste of money to produce 

this. It is just producing additional cost.  

C AAA 

Denmark 

Partner - 

Reputation & 

Risk 

My honest answer is that it is developed for our regulator 

and maybe some academics but nobody else read it. I don’t 

think it is used by the audit committee in Denmark. Some 

parts of what we have in our TR is actually also disclosed in 

our annual report. We believe that our annual report is more 

valuable to us than our TR. I don’t think we would prepare a 

TR if it was not required by our regulation. 

D ZZZ 

Germany 

Partner Risk 

Management 

I don’t think anybody sees a real benefit. Of course firms 

think differently. A little bit like what should I say to present 

yourself from substance point of view. I don’t think it really 

helps a lot. I don't know anyone who reads it except our 

professional body. I don’t think it generates value for ZZZ 

Germany. It’s more like a marketing brochure. 

E ZZZ 

Denmark 

Operating 

Partner - Risk 

Management 

  

F YYY UK Risk Partner   

G YYY 

Germany 

Directors -  

Quality & 

Risk 

Management  

For the public audit clients, they do not ask for these TR. I 

would say the clients expect that we do have some kind of 

quality systems and the audit partner or proposal partner has 

to explain or to show and to give the confidence to the 

clients that we work in the quality system. 

H YYY 

Denmark 

Director The sensitive things are not necessarily described which are 

for e.g. claims.  The other thing is of course that we have the 

oversight board come and do the quality control of us. What 

are their actual findings? I mean just a pass fail doesn’t 

really give you anything. The third element can also be 

discussed, namely if we are transparent in regards to 

remuneration because everybody kind of says that our 

remuneration is not based on selling other kinds of services 

and that kind of stuff, but of course there is no direct link 

when it is a subjective evaluation. Of course if you have sold 

a lot of those kinds of things because everybody promotes it, 

everybody is supposed to do it. Of course that has some kind 

of influence. There may not be a direct link but of course 

there is some kind of relation. You can’t say that there isn't. 

That's untrue. 
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I XXX UK Senior 

Manager - 

Compliance 

It is hard to give concrete examples, it helps position us as 

an open and transparent organization. It’s hard to place a 

value on it. It’s something we have to do. We want to do 

more than the minimum and get the most value out of it. If 

we write this well. It means we don’t have to spend time on 

those sections of proposal. 

J XXX 

Germany 

Lawyer - 

Legal 

Department 

I think the value of the report should not be overestimated. 

But it is the only document which describes the firm, the 

relevant correlation inside the continental and international 

XXX network and the measures relating to the quality 

control system, independence and education in a more 

comprehensive form. Therefore, the report often serves as a 

template for other publications.   

K XXX 

Denmark 

CFO  For external shareholders, it gives information what we 

have to give. The annual report gives more information 

about XXX and that is why we do not have many users. 
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Name Big Four  Position Do you read the TR of 

your competitors 

How do you differ from the 

competitors with respect to TR 

(Alternate question) 

A AAA 

UK 

Director - 

Corporate 

Governance  

We as a firm do look 

out for what other firms 

are doing and we have 

been doing 

benchmarking, what the 

other big firms  have 

issued in terms of their 

TR. 

I think the work we did on 2013 

reports. They were really very 

similar. It’s all the same content 

in the impact report (annual 

report). That's where we explain a 

lot better our impact on society 

and business. 

B AAA 

Germany 

Partner -

Reputation & 

Risk 

In the past I used to 

skim through them. 

Ours is much supra. I think our 

competitors are more 

communicational guys working 

on it .Putting nicer pic..bla bla 

bla…overall they are sometimes a 

bit shorter on the quality control 

systems. Then they shortened it 

down. Maybe no one was 

interested - have some nicer pics 

and that’s it. There’s an 

assumption that it can be used as a 

marketing tool. I don’t think it’s 

appropriate 

C AAA 

Denmark 

Partner - 

Reputation & 

Risk 

 Yes Well we don’t try to actually 

differ from the others; we 

probably have another approach 

to TR than some of the others 

because our approach is we 

include what is required and no 

more. 

D ZZZ 

Germany 

Partner Risk 

Management 

What I personally do is 

I look at the reports of 

the other Big 4 in 

Germany and see what 

they are doing vs what 

we are doing. 

  

E ZZZ 

Denmark 

Operating 

Partner - Risk 

Management 

 Yes We are longer and more detailed 

and in some areas more specific. 

To be honest I think they have 

made reports which are easier to 

read than ours. They are shorter 

but also slightly more superficial. 

You don’t get the sense of their 

global systems. That's probably 

the biggest difference between 

ours and theirs. 

F YYY 

UK 

Risk Partner Yes   
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G YYY 

Germany 

Directors -  

Quality & 

Risk 

Management  

We are also looking 

into other companies 

for e.g. XXX firm. If 

they do have the same 

structure or differences. 

  

H YYY 

Denmark 

Director Are there things that we 

want to emphasize and 

then we go and look at 

what everyone else 

writes. We look at what 

others write inside 

Denmark and get may 

be some inspiration 

from there but also may 

be more importantly is 

to kind of figure out 

how much should we 

disclose.  

I think they are much more 

focused on reader friendlyship, 

more than giving real content and 

that’s why we may focus more on 

giving real content. It seems as if 

our report is not communication 

driven, it’s more compliance 

driven, if you understand what I 

mean. 

I XXX 

UK 

Senior 

Manager - 

Compliance 

 Yes I think we largely cover this. We 

disclose more as we think it’s the 

right thing to do. It’s the right 

thing for the profession. 

J XXX 

Germany 

Lawyer - 

Legal 

Department 

Yes Since the beginning our report has 

been more detailed, even the 

critical parts which contain 

sensitive information. Instead of 

that, some of our competitors 

focused on the styling/design of 

the report, so some other reports 

might look better but this has not 

been our policy yet.  

K XXX 

Denmark 

CFO Yes I don’t think we differ very much. 

I think they are very much alike 

because that is what is required by 

law but if you look at the annual 

report we are very different. 
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Name Big Four  Position What do you consider while preparing TR? Do you 

have interactions with the regulator? 

A AAA UK Director - 

Corporate 

Governance  

In terms of regulator, there is what’s called the audit 

quality review team of the regulator. They review the 

report and raise points on it. So, it is discussed with the 

regulators from an inspection perspective. You have to be 

careful about the language you use. It has to be 100 per 

factual. Any sort of adjectives or anything like that is taken 

out. 

B AAA 

Germany 

Partner -

Reputation & 

Risk 

Interviewer - Do you have interactions with your 

regulator with respect to transparency reports? 

Partner (Reputation & Risk, AAA, Germany) – Not at all, 

unless we are not in compliance with the law or if they 

(regulators) have different views on what needs to be in 

the report. 

Interviewer - Do regulators come back to you?  

Partner (Reputation & Risk, AAA, Germany) - No, we just 

describe the facts. The regulators have the annual 

inspection of PIE clients anyway. They just check whether 

the contents of TR are aligned with what is required by the 

law. 

Interviewer - Why are inspection findings not disclosed 

in your TR? 

Partner (Reputation & Risk, AAA, Germany) - Because 

it’s not required by the law. It is not required by the 

directive. So why should we do so when we are not 

required to do so. This is a cultural thing, who cares about 

this? This is just imposed by law and adds no value at all 

…Regulators have their findings as well but currently 

these findings are not published but this is a confidentiality 

rule. It’s not allowed. They cannot do it. 

C AAA 

Denmark 

Partner - 

Reputation & 

Risk 

We hear all the time our regulator has been inspired by 

what they see in the UK and the discussion with their 

colleagues in other countries because they have just started. 

Of course they will learn and change their practice so it 

becomes much more aligned with what's going on in other 

countries, and of course the Netherlands are considered a 

well-developed country in that regard. So some of their 

practice will eventually come to Denmark also like the UK 

also is very influential on what's going on here in 

Denmark. 

D ZZZ 

Germany 

Partner Risk 

Management 
Interviewer - Are inspection findings publically 

available?    

Not in Germany but in the US, and no firm will publish the 

results of their regulatory reviews in their TR. Our 

regulator publishes an annual report of the general 

comments on the findings but not related to any firm or 

person or client. It’s not allowed here.  
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E ZZZ 

Denmark 

Operating 

Partner - Risk 

Management 

We have a new regulator. For the first time inspections are 

carried out by people from the state. ..[B]ut realizing that it 

was not in compliance with EU directives, Denmark 

received a warning that if we didn’t change and created a 

public inspection unit, we would have a case against us by 

the EU, and since we are usually good EU citizens, we 

immediately formed a state inspection unit. 

F YYY UK Risk Partner In the past, YYY went to speak to the regulators and after 

the first year, regulators made observations that it’s hard to 

differentiate between the big fours. Regulators were 

pushing them to be different and be more transparent as it 

looked too generic. Regulators were encouraging them to 

think about additional disclosure.  

G YYY 

Germany 

Directors -  

Quality & 

Risk 

Management  

I would expect that there are various influences. From the 

regulator, from our organization in Germany and also the 

central body who is the main driver  

H YYY 

Denmark 

Director I would say that the level of transparency is driven by the 

local market. No doubt about that. We try to be consistent 

with what's done internationally, that’s why YYY 

International communicates to us what the structure should 

be and of course we look at what YYY International put in 

their TR. We don’t anyhow look at what they do in UK or 

Germany. Where should we start and where should we stop 

and we really don’t feel that there are users in UK or 

Germany, or we don’t compare with them at all in the day 

to day market. We don’t really feel the relevance. 

I XXX UK Senior 

Manager - 

Compliance 

We do interact with our regulator in respect of external 

monitoring. So there are two main regulators which are 

AQR and the quality assurance dept. institute. We give 

them a draft of only this section. It would be wrong for 

them to review everything before we publish it.  

J XXX 

Germany 

Lawyer - 

Legal 

Department 

We had no discussion with professional bodies or other 

firms. After its publication we look at the reports of the 

other Big Four as a comparison. Furthermore, our 

relationship to the Wirtschaftsprüferkammer (WPK) - 

which carries out the oversight about all statutory auditors 

and reviews the transparency reports, ensures that we will 

be informed about inadequate description duly. However, 

there were no additional requests of the WPK up to now 

K XXX 

Denmark 

CFO  No, we do not discuss with external bodies 
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Name 

 

 

Big Four  Position Are there areas that you would like to include/exclude 

in order to increase the value of TR? 

A AAA UK Director - 

Corporate 

Governance  

  

B AAA 

Germany 

Partner -

Reputation & 

Risk 

The idea was good, namely to have a description of the 

quality control systems - and I knew the report from our 

competitors, they kept it much shorter. We kept the 

original one to explain ours but given the fact that no one 

reads it, I would prefer to have it more in a way as a tool 

like our global review produced by the global 

organization. I would prefer to put legislative things aside 

and have something in place where we want to describe 

what we are doing by not telling it in a legalistic manner 

but to be seen as more like a normal business. 

C AAA 

Denmark 

Partner - 

Reputation & 

Risk 

To be honest we prepare our TR because it is required. 

We include what is required to be included. 

D ZZZ 

Germany 

Partner Risk 

Management 

Remove the report totally. I mean if you look at the 

reports of the different companies you don’t see any 

difference so the only interesting thing is the appendix 

which shows the client that you have been auditing. That's 

a good list over of the clients of other big 4s but not 

anything else. 

E ZZZ 

Denmark 

Operating 

Partner - Risk 

Management 

There may be an increased focus on non-assurance 

services and I could see a request and the need for more 

information on how we approve, how we discuss it with 

clients, the size of it, significance of it and safeguards that 

are applied. That's probably an area where we have a 

general description of our independence but it could be 

more detailed and more specific and that could be an area 

that could be served if we expand on that. 

F YYY UK Risk Partner   

G YYY 

Germany 

Directors -  

Quality & Risk 

Management  

I think the expectation if some parts are published in the 

year before then they will be found again in the report 

again and if not then they will question why it is not 

included anymore. If there were really issues which 

should be given more discussion or description then the 

regulator would ask for it but that never happened. 

H YYY 

Denmark 

Director   

I XXX UK Senior Manager 

- Compliance 

We are already doing these things. The leadership is a lot 

clearer...We are already doing what we want to do extra. 

We disclose more than others. 

J XXX 

Germany 

Lawyer - Legal 

Department 

No 

K XXX  CFO - Denmark   

    



127 

 

Table 11: Position of interviewees, interview date and length - The shift in audit partner 

competencies and threat for audit quality: insights from the big accounting firms in Denmark 

and Up, up and away? The transformation of organizational structure in big accounting firms 

in Denmark 

Name Big Four  Position Interview Date Length 

A ZZZ Equity Partner 30-09-2014 1 hour 5 mins 

B XXX Equity Partner 16-09-2014 58 mins 

C XXX Equity Partner 15-09-2014 55 mins 

D Other Former  XXX director 29-08-2014 52 mins 

E Other Former  XXX Equity Partner 09-09-2014 58 mins 

F Other Former  YYY Director 12-09-2014 1 hour 13 mins 

G Other Retired XXX Senior partner  28-08-2014 1 hour 53 mins 

H Other Former YYY Senior Manager 08-10-2014 1 hour 1 min 

I Other Former YYY HR Director 15-09-2014 42 mins 

J Other Former ZZZ Equity Partner 14-09-2014 1 hour 10 mins 

K Other Ex Arthur Andersen and ZZZ  

Equity partner 

14-09-2014 35 mins 

L Other Retired XXX Equity Partner 01-10-2013 1 hour 36 mins 

M Other Former YYY Salaried Partner 

and Equity Partner with new 

firm 

26-08-2014 56 mins 

N Other Former YYY Equity Partner 22-10-2014 1 hour 8 mins 

O Other Former YYY Salaried Partner 

and Equity Partner with new 

firm 

29-08-2014 1 hour 10 mins 

P AAA Equity Partner 07-10-2014 58 mins 
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Table 12: Interview quotes - The shift in audit partner competencies and threat for audit 

quality: insights from the big accounting firms in Denmark and Up, up and away? The 

transformation of organizational structure in big accounting firms in Denmark 

Name Big 

Four  

Position Competencies needed to become a 

partner today 

Competencies needed to 

become a partner in the 

past (70s/80s- before 

mergers) 

A 

 

ZZZ Equity 

Partner 

Technical skills but more 

businessmanship. 

Competencies that are needed: 

Technical knowledge, 

Communication, Ability to present, 

Personal Skills, Leadership Skills 

 

Why leadership skills? 
Because, you can say, the war of 

talent, it’s difficult to attract and 

maintain young people … it’s a 

different generation. People like me, I 

think when I joined, we were just 

happy getting a job, whereas the 

young people today have a lot more to 

choose from, not just within the audit 

profession, but they can also choose 

anywhere else. They are more spoilt, 

so we have to be a lot better leaders 

than we were 25-30 years ago. So, that 

plays a big role … It is easy to make a 

career plan for the top 10%. The 

difficult part is to make sure that we 

maintain the group of 80% and make 

sure that they are happy. If we just 

have them and can motivate them to 

go just 10 extra yards, that will make a 

huge difference to us 

More technical skills, 

giving informal advice, 

less businessman ship. 

B XXX Equity 

Partner 

Technical skills are a license to 

operate but business skills are always 

the first priority, ability to run big 

proposals and interact with clients, 

leadership skills for not leaving out the 

good 80% workforce who is good but 

not the top talent and we can keep 

them happy 

Business Skills always 

the first priority 

Technical skills 

C XXX Equity 

Partner 

We have to be absolutely certain that 

they are capable auditors, social skills 

(to convince clients if they are issuing 

a qualifying report),  training  skills, 

interacting with clients, ability to sell 

to clients 

Communicative skills (you have to 

interview people, CFO , CEO), Audit 

You are a technically 

good accountant and 

auditor to give advice and 

today it is illegal to do 

that 
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skills are much more important than 

accounting 

D Other Former  

XXX 

director 

Ability to show that you can increase 

business - one key factor even if you 

are a lousy leader. Technical skills are 

given. Being a cpa, black sheep are 

gone, working lots of hours so that you 

can be a role model 

I am quite sure if you 

have a big client portfolio 

and compared to partners 

you have high turnover, 

you will be doing a great 

job. But right now 

everybody is looking at 

the top line  

E Other Former  

XXX 

Equity 

Partner 

You both have to be able to sell and to 

change the market because if you are 

not able to sell or change the market 

then no one will recognize you and no 

one will talk about you or say that he 

has partner potential.  

 

You are going to have some selling 

skills and some management skills. I 

think that’s diff how we work today 

than we worked 20-25 yrs. ago. 20 yrs. 

ago I had in my room a small team of 

7-8 people who were working on my 

clients. Today I can say, in large 

groups we have 150 employees and 

maybe 10-12 equity partners. It is 

another way to work. When you 

become an equity partner then you are 

more focused on servicing the clients 

and not so technically focused. 

  

F Other Former  

YYY 

Director 

You need to work faster; you need to 

be more knowledgeable. You need to 

work hard, you need to sacrifice a lot, 

you need to be ready when your 

customers are calling. 

You also need to deliver audit quality 

but quality is not what necessarily 

brings you to the top because there is 

also the support function. What makes 

this very important is that you will not 

become equity partner if you cannot 

manage customers; ensure that you 

bring volume and money to the 

company. It’s a mixture but for sure if 

you are the geekiest professional guy 

that is looking just into IFRS then. I 

think it will take you more time to 

become a partner 

They had a normal work 

week but now I think it 

can’t be found. 
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G Other Retired 

XXX 

Senior 

partner  

Technical ability is not a focus area. 

That’s given.  So you need to be good 

at clients, selling business, retaining 

business and client relationships...You 

need to be a good people manager 

Primarily a well-educated 

very good businessman. 

Basically partners were 

much more involved in 

audit than they are today. 

I remember my boss, my 

partner; he was always 

able to find the weak spot. 

They were more technical 

but more by experience 

they knew where to look. 

H Other Former 

YYY 

Senior 

Manager 

Working a lot, developing new clients 

and networking even inside the firm. 

It’s very basic that when you become 

an elderly equity partner, I am sorry to 

say that but your learning curve goes 

down, and you need them to back you 

up - if you have very good connections 

with older equity partners it’s much 

easier to advance. 

  

I Other Former 

YYY HR 

Director 

The trend is definitely to look at 

business and leadership much more 

than professional skills. When I started 

in business you could at the entry level 

be excellent on professional skills. 

When I left old YYY that was not 

enough. The business rest very heavy 

weight on commercial acumen and 

then the last one was we would look at 

the leadership 

And then of course one could say that 

we were more unofficial. How good is 

she at navigating the political 

environment because it is always the 

partners, they may not always agree  

  

J Other Former 

ZZZ Equity 

Partner 

  I think on the whole I 

don’t know how many 

years or decades 

everything gets more 

complex so everything 

required greater and 

greater specialization so if 

30 yrs. ago you have the 

audit partner and he could 

both sign the accounts 

and advice on IT he could 

help in tax return. Forget 

it. Even today if you say 

forget it for tax well  are 

you going to be audit 

standards expert are you 

going to be IFRS expert 
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of a good tax expert 

because for any of those 

fields if you really want 

to be an expert it is going 

to be a full time job which 

means you can’t do the 

other stuff  

K Other Ex Arthur 

Andersen 

and ZZZ  

Equity 

partner 

You have to be bright no surprise you 

have to be motivated no surprise but 

actually you have to be very keen to 

interact with other people. Popular 

perception is accountants sit in shades 

and number and stuff like that , you 

have to show business development 

skills 

  

L Other Retired 

XXX 

Equity 

Partner 

There needs to be a business case and 

a business case is potential revenue. I 

think the requirements are much 

broader. You are looking for more 

than just the technical skills and that 

has to do with the increased 

competition.  You need to be resilient 

basically. You need to be able to work 

24 hours. You need to be able to resist 

pressure. Then you got to be in the 

right age group which definitely 

means you shouldn’t be too old.  

I would say the youngest partner I had 

was 33-34. The UK has got a little bit 

different view. On the other hand you 

can’t be much more than 40-41 and 

the simple reason to have that is you 

need to have a 20 year period where 

you can actually earn money for the 

firm. 

 

 

 

 

 

 

 

 

“In those days I think it 

was a bit more 

egalitarian, and it was a 

bit more like when you 

really made partner you 

knew that you had done 

something out of the 

ordinary because there 

were not many of them 

(partners). The firm was 

smaller, I am talking 

about XXX (Big-4 name), 

which meant that the 

partner group was much 

more homogenous, which 

was quite important to 

understand. If you go to 

the much bigger firms 

which we have today, 

partners cannot be that 

homogenous. So it was 

really sort of the best of 

the best”. 

 

Whereas should we say in 

the old days you needed 

to be of course able to 

talk to your clients, but 

you were not given any 

tools on how to do that. 

There was no education 

on that. You needed to be 

very technically sound. 

You needed to understand 

about your domain so we 

were far more technicians 

at that point in time. Back 
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then individuals were 

more technically 

competent. 

M Other Former 

YYY 

Salaried 

Partner and 

Equity 

Partner with 

new firm 

Very often what drives these 

promotions is also this person that you 

believe have competence, but also has 

the business skills, have the ability of 

bringing new business and have 

maybe leadership capability - or 

usually you would basically have kind 

of 3 buckets that you could fall into it 

or maybe really 4. 

They were more technical 

skilled definitely than 

they are today. Today it is 

more market driven. That 

is really what counts. 

 

Historically you have 

been an advisor, you have 

deep tax skills, you have 

deep business skills. You 

have all sorts of skills 

because that is what the 

client needs, so you 

should be able to provide 

all of this. 

N Other Former 

YYY 

Equity 

Partner 

Undisputed there is a high standard of 

quality and if they don’t have that then 

they need to leave the firm some way 

or another but I mean running an 

assurance business also means that the 

quality that’s really an important part 

because our reputation is really linked 

to high performance engagement but 

of course quality is not only how you 

do your working papers. I mean 

quality has lot to do with how you 

interact with your clients that you are 

actually able to satisfy your clients but 

also you speak up when you need to 

speak up and how you work on that 

and as you move towards the higher 

end of the hierarchy then of course 

requirements to actually to take the 

decision...that’s we are looking for and 

then of course we look at people’s 

ability to take in new business, being 

able to develop existing accounts. 

“...digitalization is going to play a big 

role in the market. Also because of 

regulators that the quality controls 

systems are putting heavy burdens on 

those firms. If there are only two 

partners in a firm, it’s very difficult to 

sort of meet the consulting 

requirements with other partners or to 

move around clients about 

independence issues and things like 

that. I think the smaller firms will die 

I think the old system was 

focused on the ability to 

take over from another 

partner’s client portfolio 

because that was very 

much the case 20 years 

ago. 
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over a time. The larger firms probably 

take over parts of their business on 

mid-markets and SME through 

digitalized approaches and focus 

points and contacts between the clients 

and firm 

O Other Former 

YYY 

Salaried 

Partner and 

Equity 

Partner with 

new firm 

Generally in order to be a partner you 

need to be at a certain level technically 

but you also need to be able to face 

clients. Interact with clients and then 

spot what’s the need of the client.  

I think it’s about winning business. If 

you are able to win a huge business 

you would come up here or it could be 

working for the right people at the 

right time, for me it’s to get up there 

many times, it’s about politics if you 

ask me. 

  

P AAA Equity 

Partner 

Well, sales of course you need to have. 

For us the whole quality and education 

and all of that, that’s given. You have 

to have that; it’s not even up for 

discussion. So, either you are director 

or partner or equity partner those 

qualifications are always high. So, you 

start looking people whether they can 

sell, talk to people or develop a 

network. 
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Name Big 

Four  

Position How have the competencies changed? 

A 

 

ZZZ Equity Partner Focus on technical skills is high today as it’s getting more 

rule based. It is creating problems in Denmark. It makes 

things inefficient for our small clients. It doesn't add any 

value. 

B XXX Equity Partner If you look at the old XXX (big-4 name) when we went into 

the new financial year, I think probably at that time we had 

known between 70-80% of the business pipeline because it 

was recurrent work. It was our audit mandate. We would just 

be doing the work we did last year. So, we only had to gain 

20-30% business in terms of getting advisory jobs or tax 

consultancy work and so on, but today it’s more 50:50 or 

even less than that, 40:60. So that demonstrates that we can’t 

just sit back until the work arrives at our front door. We have 

to approach the market and hunt work and make sure that we 

attract new clients and make sure that we expand work with 

our clients 

C XXX Equity Partner   

D Other Former  XXX 

director 

Growing business has become even more important after the 

financial crisis. Competition is tougher and customers are 

focusing on price right now 

E Other Former  XXX 

Equity Partner 

  

F Other Former  YYY 

Director 

  

G Other Retired XXX 

Senior partner  

I think you have to look to the development in the accounting 

and auditing business globally. If you go back to when I 

started in the 70s Denmark, we didn’t have an accounting act 

in Denmark until 1981. Before that there were only sort of 10 

paragraphs in the company’s act basically stating that you 

have to present a true and fair view of accounts not much 

detail. In later years most countries in EU basically moved to 

international law, very detailed regulation. Meaning that you 

took the professionalism and skills away from the auditor 

into the technical dept. in the audit firms where you have to 

consult on each scenario in detail, and also the authorities 

that are looking into accounts and audit profession started to 

be much more detailed and stating this is right and this is 

wrong. Looking up into the big book of international 

standards meaning that it was becoming much more 

mechanical the way you produce accounts...[We] are moving 

into a world that is much more complicated and much more 

specialized in the area. Very few audit partners particularly in 

part of the business are strong on personal tax. Personally I 

gave up already when they changed the law in Denmark as it 

was too complicated 

H Other Former YYY 

Senior Manager 

  

I Other Former YYY 

HR Director 
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J Other Former ZZZ 

Equity Partner 

I think it differs because there are more possibilities and 

people have changed loyalty at a certain point. I think when I 

started we were all more loyal to the company and business 

than people today 

K Other Ex Arthur 

Andersen and 

ZZZ  Equity 

partner 

  

L Other Retired XXX 

Equity Partner 

  

M Other Former YYY 

Salaried Partner 

and Equity 

Partner with 

new firm 

I think competencies have changed due to the change in the 

market or the demand of competencies has changed due to 

the market changes because the market is very flat. There 

aren’t that many opportunities. If you are in a growth 

business then you can more easily promote people. If you are 

not, then it’s difficult. You still want to keep these people 

because they are good and therefore they will implement 

these kinds of things. 

N Other Former YYY 

Equity Partner 

  

O Other Former YYY 

Salaried Partner 

and Equity 

Partner with 

new firm 

That would be people skills. I will say technically the 

regulation is more difficult or bigger now. There is much 

more regulation now compared to 20-30 yrs. ago so you have 

to be more up to date, spend more time on training, 

education, reeducation. So you need to spend more time on 

that part and the challenge with the younger staff is that they 

are more demanding so you need to spend more time on the 

people side and the soft skills and that’s a huge change. If I 

look back at the partners that I started with compared to 

where we are today it’s completely two different worlds. 

P AAA Equity Partner I think today you have to be much more technical so you 

have to be much stronger in actual performing audits or 

signing different kinds of opinions and knowing everything 

about the rules of audit as well as the accounting rules of 

course. Back in the days when I started I think it was a bit 

different. At that time it was a little bit easier. You knew a lot 

of rules but still you could bend everything. 

The fun part is the demands in that area have risen as well. 

You have to create more business all the time, get new 

clients, sell more to the existing clients 
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Name Big 

Four  

Position Promotion possibility 

      What if the person has red 

flags as regards the quality? 

Who has better chances for 

promotion - Business savvy or 

technically skilled person 

A 

 

ZZZ Equity 

Partner 

No possibility. We have low risk 

appetite, and don't like to get into 

good earnings if it’s short sighted 

and full of risk 

It depends on what the team is 

looking like and what's the 

requirement 

B XXX Equity 

Partner 

It will impact evaluation and you 

can be asked to step down if it’s 

more than once and a recurrent 

problem. I saw that happening 

when a partner had to step down. 

Business Guy. High Quality 

doesn't give you good 

performance because it’s 

something given. It’s going to 

have a more negative impact if 

you lose a client than the 

positive impact of the good 

quality. 

C XXX Equity 

Partner 

  Prerequisite  is that you have no 

failures in quality control and 

another is that you are a little 

better in auditing and the other 

one is much better at selling  

Did you see someone getting 

promoted with quality issues? If 

yes, how? 

Others said that they could 

manage the risk by having 

someone else who has 

competencies do the actual work 

and have another person do the 

selling 

D Other Former  

XXX 

director 

I have seen that several times if 

you have a red flag in one of the 

quality reviews and even if it was 

taken to court or whatever.  You 

would for sure be delayed if you 

are not an equity partner and in a 

few cases I have also seen the X 

(big four name) that they were 

not getting promotions even 

though it was 5 years back. 

Growth is kicking in, you are 

doing a good job but because you 

have being linked with such a 

case so that would be a stop sign 

for promotion.  

I mean being good at selling and 

also being able to increase your 

business that will almost for sure 

make everything go away unless 

then you should have a very 

severe case then you should 

have been on the front page of 

the big national newspapers. 

E Other Former  

XXX 

Equity 

Partner 

You are going to have some 

ambassadors there is going to be 

someone who is going to 

promote you in the process so 

unless you are an unique star 
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everybody knows you and that’s 

not normal for 95% of the staff 

so there has to be someone who 

is promoting you and to give you 

the chance. 

F Other Former  

YYY 

Director 

  It will be with business skilled 

guy. I think by the end of the 

day getting the business is more 

important because you have 

support functions. You have 

departments with professional 

practices where these extreme 

competent specialists work. So if 

you have a complex transaction 

on a public issue of one of your 

customers then you can always 

bring in someone from this 

department 

G Other Retired 

XXX 

Senior 

partner  

  It’s difficult nowadays. We did 

have a partner that was actually 

a small firm we bought and 

basically we brought him and his 

staff. Basically he was very well 

connected in the Danish business 

community. He was very good at 

selling business but he was just 

awful in auditing. So, we had 

constant fights with him and told 

D to go out and find the business 

and we do the work. 

The firm wanted to send the 

signal inside the organization 

that the most important 

individual in the firm is the 

employee who is able to gain 

new clients, gain more work 

from existing clients or retain 

the clients threatened by 

competition 

H Other Former 

YYY 

Senior 

Manager 

I would say all partners I have 

seen coming up I could 

understand because they have 

certain skills, but they also had 

many cases where they may not 

have very strong skills - then 

they had very good connections 

and were very committed to the 

job. They would spend 100 times 

of hours every yr. working  
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I Other Former 

YYY HR 

Director 

I think you will get a stamp in 

your boot which will make it 

unlikely that you would be 

promoted next 10 years or so. In 

the old YYY in general if you 

have quality problems you are in 

trouble - we do not accept quality 

problems. 

T tendency was really to go for 

the selling guys. Because the 

market conditions are really 

tough at the moment so we have 

to go for the selling guys but 

there has to be a slight 

preference for the selling guys to 

be very straight  

J Other Former 

ZZZ 

Equity 

Partner 

  I think we did both ways 

because you can hear that I 

fancy very much that when you 

go out to the companies you 

have to know about the company 

what are they doing, who are 

their competitors. Their swot 

and so on. So, when I was 

looking for a very good partner 

he should have both 

competencies and that was not 

easy. 

K Other Ex 

Arthur 

Andersen 

and ZZZ  

Equity 

partner 

  Technical skills were given so if 

I have 10 people who were 

highly technically proficient, 

who is going to make it to 

partner. The person who brings 

in the clients.  

L Other Retired 

XXX 

Equity 

Partner 

If you had troublesome practice 

matters or international quality 

reviews where you got the no go 

stamp, that’s not very good. That 

gives rise to debate - and has 

someone been rejected forever? 

maybe not but in some instances 

admissions had been delayed 

until the next quality review  

if you have the number trend 

then it’s far more obvious today 

that you need to have the 

business skills and its always 

been obvious that you need to 

have the technical skills but you 

are far more focused on the other 

areas as well.  

M Other Former 

YYY 

Salaried 

Partner 

and 

Equity 

Partner 

with new 

firm 

  Depending on how much room 

there really is in the system but 

if there are only a certain limited 

numbers of spaces then that will 

be the case. Because what you 

really see as a challenge in 

Denmark is that the growth is 

very low. So there is not much 

room to promote because you 

have all the places filled. So, if 

you promote everybody that 

means they of course would 

want more pay and as a result of 

this someone has to give 

something away. So that is 

difficult but if you are in a 

growth business this is much 
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easier because then opportunities 

open and there is more air for 

these kinds of people that need 

to be promoted.  

N Other Former 

YYY 

Equity 

Partner 

In a major fraud a few years back 

both salaried partners and 2 

senior managers got delayed in 

getting promotion 

You cannot generalize. It 

depends very much on the kind 

of job you are going to work 

with because we have people 

who are very very good at IFRS 

and quality etc and we need a 

position for that, then we have 

other parts of our business where 

you need to be more open and 

communicate with clients, be 

more kind of I would not say a 

sales person but the sales ability 

is more important if you are 

going to run an office in part of 

Jutland then you need to be very 

good at speaking to people and 

have a network in the local 

community, so that would be 

rated higher than the technical 

part.  

O Other Former 

YYY 

Salaried 

Partner 

and 

Equity 

Partner 

with new 

firm 

Let’s say you did a good job and 

you didn’t get red flags and grow 

new business, then you are the 

star.  

If you grow new business and 

you have red marks in quality 

reviews you will get penalized, 

your bonus will get less or your 

rating would be less. You have to 

have both. You need to have a 

certain level of quality and if you 

can’t have that then you dilute 

your business model overtime so 

you can’t be too aggressive and 

then loose on the other side 

because that will damage your 

image and damage your 

reputation.  

 

In practice it’s (performance 

evaluation system) rated hours, 

production and income like 90%, 

even though you have other 

On an average, business skills. It 

depends on the firm what kind of 

people they want to promote but 

nowadays people are generally 

looking for increasing business 

so it could be the person who 

can actually increase the 

business rather than a person 

who is technically expert but 

can’t increase the business 

because that person will rely on 

another person bringing new 

business and that person might 

then just be a well-paid director 

but may not be partner so again 

it’s about culture where the firm 

is heading. 
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things there. So it wasn’t put up 

against the values it was only 

like one, if we put in the x and y. 

It was only on one dimension 

and that’s about business 

business business 
P AAA Equity 

Partner 

Yes, we can’t have people with 

quality issues. It’s a big issue for 

our firm, for all the firms, that 

quality has to be very high and 

we can’t compromise. We are 

developing partners that are not 

signing opinions that are not 

working on audit engagements 

but as pure sales people and they 

can become partners but they are 

not signing opinions. it’s a 

completely different role and call 

them as relationship partner. So, 

we are working on some people 

that  are really good at creating 

relationships and we can put 

them out and talking to the board 

and management 

If someone is good and really 

good at selling and business 

development then we don’t mind 

taking them as an equity partner 

even though the rest of us will 

have to pay basically to him for 

the first couple of years.  
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Name Big 

Four  

Position Does a high focus on business bring independence threat? If so, 

how is audit risk managed 

A 

 

ZZZ Equity 

Partner 

Increased focus on IT systems and fraud 

B XXX Equity 

Partner 

Yes, that's why regulatory requirements are coming in.  

Risk is managed by making sure that there is a balance between 

hunters and farmers and ensuring that the director does not 

necessarily become a hunter. 

C XXX Equity 

Partner 

Not really 

D Other Former  

XXX 

director 

No, not really. Even though the fee is shrinking but not moving 

away from quality. Trying to choose more of quality review work 

and not audit then. 

E Other Former  

XXX 

Equity 

Partner 

  

F Other Former  

YYY 

Director 

I think that there is a tendency that the market is going to be more or 

less commercial. Can we sell some more. Can we make it look more 

beautiful in the PowerPoint. I think that’s unfortunately happening 

but I hope they still have sufficient documentation and the  

signature of the auditor on the audit report of financial statements 

G Other Retired 

XXX 

Senior 

partner  

Interviewee just laughed (indicating towards agreement that their 

professional skepticism is at danger when there is high focus on 

business) and said development has been different in different firms. 

  

I always had a younger director/partner assisting on the daily jobs. 

So, he did most of the daily work and he was sort of a technical guy 

that guarantees that things are done according to the manuals and I 

would be more on the commercial side and that’s not unusual in 

larger firms 

H Other Former 

YYY 

Senior 

Manager 

  

I Other Former 

YYY HR 

Director 

It will…  I recognize the signs and have heard about it too but I 

think that I have seen a competitor do that. When in a tender they 

sort of presented their fee, it was so low it was unbelievable and you 

could see the consequences that there will be no partner on this 

particular job. There would be the senior manager and assistant but 

you need a partner at the end of everything or most of the things. 

So, of course if you compromise your quality of work that would 

definitely get you in trouble sometime 

J Other Former 

ZZZ 

Equity 

Partner 

No, I think that’s a story because I think that independence is that 

you are not taking the decision you are not friends with the 

management or board of directors or something like that and you 

are clearly stating in the auditors minutes or auditors report what is 

right and wrong. But of course the weakest link is again that there 

are some partners and I have seen in some of the cases that you have 

mentioned also that they have been too much involved 
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K Other Ex Arthur 

Andersen 

and ZZZ  

Equity 

partner 

   

L Other Retired 

XXX 

Equity 

Partner 

No, because you have got stronger systems. You have got more 

manuals. You have built up technical departments who take care of 

all the falling stuff.  Partners are aware I think much more of the 

areas where they are not experts whereas in the old days on some 

market they were still experts on everything. I think that 

development has also been pushed by the fact that now we talk 

about the Danish market but it probably goes for everywhere but we 

have decided to make our lives more complicated by adding 

legislation on top of legislation on top of legislation etc. It has 

become so complicated that the partner then becomes an individual 

who understands a client problem but goes back in his shop and say 

we need an expert on that we need an expert on that and then puts 

together a team and try to sell that to the client. 

M Other Former 

YYY 

Salaried 

Partner 

and 

Equity 

Partner 

with new 

firm 

It is problematic because people forget why they are better, and 

when you are a State Authorized Auditor, you are what they call a 

public watchdog, meaning you have a responsibility to the public to 

ensure that financial statements and capital markets work properly. 

That’s why you are there. Too many people have forgotten that’s 

your main purpose, that’s why you audit, that’s why you have this 

position, that’s why you are basically in business, and there has 

been too much focus on ‘we need to make more money’. We need 

to run a professional service firm and sell as many services to our 

client instead of thinking why we are actually auditors and focus on 

what the regulators, what the public, what the capital market need 

are. 

N Other Former 

YYY 

Equity 

Partner 

I think it has some dangerous areas because it could be more 

focused on selling business, getting things to look nice and not 

really investing the time you need to in order to find something. I 

mean it could have an impact on the professional skepticism which 

is so important and then the number of hours that we as partners put 

in audit engagement. But of course I can see some dangerous signs 

and I think not so much the commercial part, I think more the 

pricing and actually decrease in audit fee over the last couple of yrs. 

I think to some extent you can gain that through efficiencies 

automation offshoring etc but I think to some extent you also need 

to lend a certain amount of high skilled hours into audit 

engagements reading contracts etc  

O Other Former 

YYY 

Salaried 

Partner 

and 

Equity 

Partner 

with new 

firm 
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P AAA Equity 

Partner 

I think we have a problem handling it. We still need to find out how 

to handle it so that we don’t lose the quality in our work. That’s the 

whole fundamental of big-4 that quality is very high and it has to 

stay high. So if we start competing too much with and lower the 

audit fee then it’s too difficult to maintain audit quality. It doesn’t 

go hand in hand. So, at some stage the audit fee has to go up again. 

Right now we see that certain clients are audited at our hour cost. So 

we don’t make money at all so we are just selling at hour cost and 

that’s not a good direction. So I am concerned about that because 

that’s not good for the society because at the end you get lower 

quality. It has to be because then you start doing less work in order 

to still make a bit of money and that’s dangerous. So that’s what I 

am concerned about...the competition is healthy enough 
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Name Big 

Four  

Position Changes in the audit industry 

A 

 

ZZZ Equity 

Partner 
How do introvert accountants develop their business skills? 

It is a challenge because if you look at the way we recruit 

people and get them here, we spend a lot of time in the first 6-7 

years on training them in technical skills … in the last couple of 

years … we also have more business oriented discussions and 

training courses even for the younger people. So, we do try to 

encourage our employees, even our younger ones, to maintain 

an outside network and look for potential opportunities in 

attracting new business. I think we are a lot better compared to 

when I first joined. When I joined, the first 10 years, I was not 

exposed to any business development or being encouraged to 

develop and maintain my network at all. It was all about 

executing 

B XXX Equity 

Partner 

  

C XXX Equity 

Partner 

  

D Other Former  

XXX director 

After becoming CPA you make a lot of pressure on the 

management to become a partner asap and if it’s not quick 

enough then you simply change companies so that you become 

a partner in another company. I think it was in the time where 

much of the entities were smaller in a way you created your 

own portfolio of clients and customers. 

The way we work today is different from the way we worked 

25 yrs. ago. At that time, I was more involved in the work with 

the clients than today. 

E Other Former  

XXX Equity 

Partner 

I think it goes for all companies that there are no sweet 

sponsors any longer where you can relax and enjoy and once in 

a while put your feet on the table and look out the window. 

Those days are gone. It’s competitive and they (audit firms) are 

prostituting themselves in terms of prices. So, they want to get  

another customer and then they offer 10-20 30-40% in discount 

to get that customer and the work doesn’t disappear so you 

need to be more effective. You need to sell more to ensure that 

the tax work is done 

F Other Former  

YYY 

Director 

In auditing the total market is declining. Many small audit firms 

have based their business more on very small companies, 

personally owned companies or family owned business that are 

now not required by business. So digitalization is going to play 

a big role in the market.…also because of regulators and the 

institutes …means that quality control systems increasing the 

heavy burdens on those small audit firms. If there are only two 

partners in a firm, it’s very difficult to have the consulting 

requirements with other partners or to move around clients 

about independence issues and things like that. I think the 

smaller firms will die over a time. The larger firms probably 

take over parts of their business on mid markets and some 

through digitalized approaches and focus points and contacts 

between the clients and firm. 
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G Other Retired XXX 

Senior 

partner  

  

H Other Former YYY 

Senior 

Manager 

It was completely by surprise that they (management) found out 

that HR was taking part in the promotion process because when 

I started 4 years ago we were even at the final stage. HR was in 

the room so to speak. So, that was very new that was 

completely unusual they never heard of it before and there were 

partners who had to go to the pharmacy to have pills because 

'HR '-what the hell are they doing?' but we managed. I  was not 

there at the final meeting where the board of executive say yes 

or no, but all the way through we were part of the process  

I Other Former YYY 

HR Director 

The audit business has changed. The rules are much more 

technical now than when I started. When I started and also 

developed my role, I was fancied by the business, talking to 

management and clients about business not a lot about 

controlling and check listing saying we need this we need this. 

A lot of audit work is done by check-listing today. A very good 

auditor today needs to be good at all the accounting standards... 

So I think that accountants are more technical then they were 

previously and therefore they are missing the business 

knowledge about which companies are you working with and 

so on. 

J Other Former ZZZ 

Equity 

Partner 

…when Andersen got hit by Enron, Andersen was the only firm 

that was one global firm. All the others at that time were 

affiliations franchises or whatever. So, even Deloitte was the 

collection of national firms, paying up the franchise fee to be 

able to write Deloitte on the door. Andersen was globally 

profitable, and the significance of the difference was, you 

know, Andersen needed someone, but since there were not 

global companies, they didn’t have global decision making 

power ... so our house was on fire, and we needed to get 

married quickly 

K Other Ex Arthur 

Andersen and 

ZZZ  Equity 

partner 

 

L Other Retired XXX 

Equity 

Partner 

Reason for merger of their firm? 
Big markets, critical mass. It is so essential for a business like 

this to have critical mass, and then, as I said, it worked in the 

UK, it worked in the US, Japan, Germany, France, where you 

probably find, what do you call them, the big ten economies of 

the world, and if it works there, then you have covered 

probably 85-90% of XXX’s (Firm name) total revenues. So it 

works in those markets. Then the rest will have to follow. 

That’s just the way it is 

M Other Former YYY 

Salaried 

Partner and 

It was a little more informal at that time than what we have 

now, lots of titles etc etc. 
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Equity 

Partner with 

new firm 

N Other Former YYY 

Equity 

Partner 

  

O Other Former YYY 

Salaried 

Partner and 

Equity 

Partner with 

new firm 

In the past you were not focused on the actual audit 

competencies. It was sort of you have do that as well, you have 

to know a little bit about tax, financial statement rules then you 

have to go and visit clients and what is important is to sell more 

to the client and stay with the client and talk to them . I don’t 

think they were as good as we are so it was just a different 

focus and the auditing standards are 2 big books. At that time it 

was only 5 or 6 standards and that’s it. There weren’t many 

rules. I know the client and the documentation requirements are 

much more enormous today than back at that time. 

P AAA Equity 

Partner 
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Name Big 

Four  

Position Reasons for adding post senior manager positions in the 

hierarchy 

A 

 

ZZZ Equity 

Partner 

I think it was some of the older senior managers who were quite 

embarrassed to continue to say that I am senior manager. People 

would ask why you are not a partner and at that time they had come 

up with this title in the UK and it also came up in Germany 

B XXX Equity 

Partner 

It was due to the merger of two different partnership modes and also 

retaining older senior managers at director level to manage their 

expectations but who will never be promoted further 

C XXX Equity 

Partner 

It was a little simpler structure than today. These positions are for 

those who do not have the full partner potential and may be they are 

not so good at getting new clients but they are still very good 

auditors. Also the business world has changed and there are lot of 

number of smaller clients in Denmark which don’t need equity 

partner due to less complexity 

D Other Former  

XXX 

director 

I am quite sure that in order to reduce turnover in staff and post-

poning the time where you would be appointed be a partner 

E Other Former  

XXX 

Equity 

Partner 

  

F Other Former  

YYY 

Director 

Simply to prolong the way to become equity partner - to reduce the 

pressure from people saying that we want to be equity partner. 

As a part of YYY (firm’s name), I was among those who negotiated 

salaries and terms for the forum of people representing the students 

and auditors that were under education. So we were a small group of 

10-12 people that represented all the people negotiating with the top 

management of YYY, and then all of a sudden they came with this 

suggestion…they said that there was a little bit of mixture in the 

YYY international network ….so now we introduce the title of 

director. All of the people participating in the negotiation said that 

you are just prolonging the way to become an equity partner…but 

they said no this is not so. Salaried partners will disappear probably 

in a few years. But still today it is senior manager-director-salaried 

partner and equity partner 

G Other Retired 

XXX 

Senior 

partner  

I think basically for one reason namely that they need to make it 

possible for state authorized auditors or people with other education 

in other parts of the firm to stay longer with the firm without 

becoming a partner. In a partnership you are normally focused on 

maintaining a balance between the number of partners and the profits 

to share so if you have a sort of strategy to expand your firm to grow 

to retain the best people, maybe also people who are not necessarily 

partner material, you have to come up with solutions for that and one 

of them is directors and another one is associate partners. 

..it’s an evolution which has picked up in speed say in the late 90s..in 

XXX (firm name) before the merger we said a partner is a partner is a 

partner, no second class partners. We used directors and some other 

titles for people who normally had a specific skill that was useful for 

the firm. We did not have associate partners or local partners until we 

merged with A (firm’s name) who had lot of local partners. XXX 

(firm’s name) and SSS in Denmark were two very different firms. M 
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focused basically on the larger market, upper market and top end 

market, whereas SSS was the merger of a high number of local firms 

meaning that they were represented in I don’t remember how many 

cities in Denmark in those days. And I recognize that if you want to 

do business for small business and lower mid-market and have 

representation in smaller cities, you need to have the title of partner 

so therefore we accepted to maintain the local partners which SSS 

called national partners. Later on we changed it to associate partners, 

and in my time an associate partner should meet basically most of the 

skills required to become a full partner 

H Other Former 

YYY 

Senior 

Manager 

I couldn’t see a big difference between the ordinary and non-equity 

partners. I would also say in many cases that from my generations 

when you became a partner you would also within a certain time 

become an equity partner. You couldn’t become an equity partner if 

you had done something not too smart during your time as partner 

like serving a client you had not been having a very good relationship 

with but normally you would go up but may be your performance 

also.. in your pool of clients if you don’t develop the economy then 

you get punished and would not get the further step up 

I Other Former 

YYY HR 

Director 

I don’t know and to make things even more blurred you had two 

level of partners – equity partner and partner and then director. I 

think I have my own personal very subjective idea that it was simply 

a question of trying to accommodate as many people as possible to 

make them happy to stay there.  

J Other Former 

ZZZ 

Equity 

Partner 

To keep the people in your business in your firm. 

K Other Ex 

Arthur 

Andersen 

and ZZZ  

Equity 

partner 

  

L Other Retired 

XXX 

Equity 

Partner 

First of all when we merged and became a bigger firm, the old M 

(firm name) was like the old Arthur Andersen, merger of two 

incompatibles. So you basically invent a mechanism if you will 

where you have a salary partner where you can reduce salaries 

basically or average level of salaries but you can still make them 

operate in the market with the title partner and they can sign accounts 

on behalf of M. 

M Other Former 

YYY 

Salaried 

Partner 

and 

Equity 

Partner 

with new 

firm 

The directorship position was created, as you know, saying you are a 

good employee meaning that you are valuable but you are not going 

to become a partner but we give you this directorship position and 

you can have something which is more than just being a senior 

manager 
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N Other Former 

YYY 

Equity 

Partner 

I think it got added because some of our competitors they did. YYY 

International they did and of course there was a lot of pressure on 

both to attract but also maintain employees at that time. So, you 

needed to stay competitive but also be able to offer positions. I think 

in the beginning of the 2000s we had a lot of war of talent. We have 

that today again but in these years it was quite dramatic and we 

needed some kind of instrument to keep the people and also to attract 

people outside of the firm. But also because there was the tendency 

that after becoming the senior manager typically when passing the 

exam of SAA and at that time some in this firm had the idea that after 

having 3 years as senior manager they want them to be promoted as 

partner. At that time we also I think raised the requirements for 

becoming the partner and then we needed something in between as a 

step towards becoming a partner and then we implemented the 

director title which also our competitors did. And I think 

internationally....it was in broad term and it has its advantages but it 

also had its disadvantages because it also made the journey longer 

because I think a lot of our non-equity partners they don’t see it as 

their final destination. They want to become equity partners.  

O Other Former 

YYY 

Salaried 

Partner 

and 

Equity 

Partner 

with new 

firm 

I think they want to put in another layer. 

 

They put in the directorship position to make the path longer. So, it 

was like yet another step 

P AAA Equity 

Partner 

Yes, we do have but in our firm the audit directorship position is not 

a stepping stone to becoming partner. You go from senior manager to 

partner or from senior manager to director and then it’s an end 

positon as director. We never had a director becoming a partner 
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Name Big 

Four  

Position How did you introduce the directorship position inside 

the firm? 

L Other Retired XXX 

Equity Partner 

Yes, in those days it was either a real partner or no partner. It 

was the ‘up-or-out’ system. 

Directorship is a way of prolonging your path to equity 

partner but also a tool to give dedicated staff that was 

considered good, but just not partner potential, a title and 

some status in the organization. A way of leaving the "up or 

out" way of doing things. For XXX the title partner is almost 

"sacred". So the title associate partner was the only way that 

the International System would allow the use of the title 

partner without actually being one. 

P AAA Equity Partner In Denmark we have introduced the directorship position in 

the Audit function as we would like to have another career 

track than the partner track. The titles are also used in other 

AAA firms. But most of our titles tend to look very similar 

to the US ones. 

 

 

 

Name Big 

Four  

Position Perception of interviewees on what distinguishes equity 

partner from non-equity partner/director 

A 

 

ZZZ Equity Partner Extremely technical specialist sits in back office and the rest 

go out in the market. It is like a soccer team. Out of 35 

partners 20 were managing business and were technically 

well off, 3 technical partners who will not be seen anywhere 

and 10 manage the board position etc. 

B XXX Equity Partner We need technical people to operate and run the business so 

they are made directors. Directors are purely production 

oriented and partners grow business, some directors are 

production oriented and some have a market oriented 

attitude. For the last group it’s easier to become a partner 

and some directors can just go on to do the work.  

C XXX Equity Partner Partners have experience in complex companies and 

transactions, cross border transactions, good at attracting 

good clients and salaried partner may not be good at getting 

new clients, taking significant amount of risk.  

D Other Former  XXX 

director 

If you are a hunter or client catcher, that’s rewarded in XXX 

(firm name). In our technical department in M, they were a 

little geeky and a little stuck even though they were very 

technically gifted...It’s easier to make a difference coming in 

with new clients compared to having extreme skills.  

E Other Former  XXX 

Equity Partner 

You have to come with a full picture today unless you are a 

very deep specialist because may be I am little bit arrogant 

but it’s normal to say we can buy the specialist but we need 

the person to service our customers and therefore the big 

auditing companies today is talking about client service 

partner so you can be CSP or engagement partner. CSP is 

just at the top of the whole team and normally you have csp 

(eq partner) and then you have the engagement partner who 

is the one making all the jobs and the equality check.  
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I think in all the companies today the salary that you are 

going to get is a function of your revenues on the CSP level. 

Normally it’s a function of the revenue you are creating and 

new business.  

F Other Former  YYY 

Director 

I think it’s the primary difference and of course there is a 

decrease in professional skills. So, I think most important 

part is you will go more away from actually performing 

audit work, preparing memorandum and all professional 

skills and work. You will go more to ensure the engagement 

relationship work, to ensure that audit team is performing 

good quality and then attend a lot more meetings, deal with 

customers, ensure that they are happy because the most 

important thing in my eyes is a happy customer. 

G Other Retired XXX 

Senior partner  

I have always been of the opinion that you should use people 

to what they are best at. So there are partners and continue to 

be partners that are stronger on the commercial side and not 

necessarily stronger in the technical side. I am myself not a 

very technical guy. I am probably more of a businessman 

and from my career at least I have some talent in 

management and leadership but I did win some large 

industrial clients and from very early stage say mid 90s I 

always had a younger partner assisting on the daily jobs so 

he did the daily work most of it and was sort of the technical 

guy that guarantee that things were doing according to the 

manuals and stuff and I would be more on the commercial 

side and that’s not unusual in larger firms. 

H Other Former YYY 

Senior Manager 

  

I Other Former YYY 

HR Director 

  

J Other Former ZZZ 

Equity Partner 

Mostly people who were good at sales were promoted to 

equity partner and the technical people were taken up as 

directors or salary partners and they can also improve their 

other competencies. They can later on be a partner. My point 

of view is that a strong sales partner can have a team and can 

learn the technical part. It’s much more difficult for the 

technical person to be the right person in front of the clients. 

I think that’s your mindset. I think that the technical persons 

are a lot of them  I won’t generalize but they are introvert 

and the other person are extrovert  

K Other Ex Arthur 

Andersen and 

ZZZ  Equity 

partner 

  

L Other Retired XXX 

Equity Partner 

  

M Other Former YYY 

Salaried Partner 

and Equity 

Partner with 

new firm 
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N Other Former YYY 

Equity Partner 

  

O Other Former YYY 

Salaried Partner 

and Equity 

Partner with 

new firm 

  

P AAA Equity Partner Well, the difference between a director and partner is a 

partner normally is better in the market. You can sum it up 

the value of partner is bigger than director. 
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Name Big 

Four  

Position How do you retain people who are non-

partner material? 

A 

 

ZZZ Equity Partner People who are not partner material are not told 

for up to 5-8 yrs which is a pity as they get old. 

Sometimes partners are selfish and are 

dependent on them. 

B XXX Equity Partner We have been very good at keeping people in 

the dark for a long time and give them a feeling 

that there is a chance to become a partner 

although everyone knows that it’s never going 

to happen. It takes up to 5-10 yrs after they 

become director 

C XXX Equity Partner Some of them stay and end up either as salary 

partner or director and obviously some go to 

the industry. It takes about 10 yrs. after they 

become director to realize that they cannot 

become a partner 

D Other Former  XXX director   

E Other Former  XXX Equity Partner   

F Other Former  YYY Director   

G Other Retired XXX Senior partner    

H Other Former YYY Senior 

Manager 

I think I would have stayed in YYY for many 

years if they had appointed me as a director. 

Even though it would have been a little more 

salary, but in my assignments etc, the things I 

was doing would not have changed whatsoever. 

I am very sure about that. The changes in the 

way I have to work and serving clients and not 

more responsibility or less responsibility when 

going from senior manager to director. It was 

just the title that was nothing else... [h]ere I can 

never become a director that’s not the story you 

(referred to his boss) have been telling me for 

the last 5 years. I am not angry, I am not 

slamming the door, but I think that it is time 

that we say goodbye to each other and I do 

something else. 

I Other Former YYY HR Director When I was in the game at the beginning, they 

would try to keep it a secret and say next year 

next year next year. I could observe that people 

were just dragged along with this chariot in 

front of them and I think people who said next 

year was sure that we were going to break the 

ice next year but it didn’t happen so the more 

ambitious guys, they left the company as soon 

as they discovered that they didn’t want to wait 

anymore for this promotion. The other guys we 
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try to transfer to other business areas or say that 

may be you should try advisory or stuff like 

that or maybe we have a project, but it didn’t 

go well I have to admit 

J Other Former ZZZ Equity Partner It’s extremely difficult but you have to tell 

them that they are doing a lot of good work for 

the company and they are getting paid 

K Other Ex Arthur Andersen and ZZZ  

Equity partner 

The bad thing was actually in some of the 

offices if you had a talented person who 

deserved to be a partner and have been 5-7 yrs. 

a manager. So then the partners in that office 

will keep stalling them, so eventually from the 

group management had to publicize it that if 

you haven’t made a partner by 40 then you will 

never make it because that was to force local 

partners in the offices to be truthful to their 

managers and no longer make excuses 

L Other Retired XXX Equity Partner You don’t give too high hopes to anyone which 

you are in doubt whether they can make. So, 

you try to manage them 

M Other Former YYY Salaried 

Partner and Equity Partner 

with new firm 

The way they retain is by not being open about 

and honest about it very often. They string 

people along and you know eventually they 

may say you are not going to be partner but it is 

very unclear for a long a period of time before 

that really is materialized and communicated 

that there is no hope for you becoming 

something more than you are today. When I 

started in YYY. You became a senior manager 

you became a SAA then you became partner 

directly  

N Other Former YYY Equity Partner A lot of things. Of course making them happy 

in day to day life in respect of having a good 

position with clients and new opportunities. I 

mean there is an important part and also try to 

make some career planning on what would 

come next and of course good base good bonus 

etc and then have a lot of conversation and 

dialogues etc etc to be able  to maintain them. 

But of course we lost some. I don’t have the fig 

from 2000 – 05 a couple of people left us to 

become an equity partner in another Danish 

audit firm as the gearing between the no. of 

employees revenue and the number of sal 

partner is different in YYY than in some of the 

other firms. 
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O Other Former YYY Salaried 

Partner and Equity Partner 

with new firm 

  

P AAA Equity Partner Well, I think some people still have the hope 

and you have to keep peoples hope high  
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Name Big 

Four  

Position Is the promotion processes transparent inside firm? 

      Yes If no, then why not? 

A 

 

ZZZ Equity 

Partner 

  May be (interviewee smiles) 

Some people are more selfish 

than others, if you have a good 

man who has done a lot of 

good work for you and you are 

basically dependent on him.  I 

have seen partners fool others 

and saying yeah you will get 

there and finally say you 

couldn’t get there anyway 

B XXX Equity 

Partner 

    

C XXX Equity 

Partner 

We try to be transparent not in the 

sense because he became a partner 

for this and this but we try to say 

about these attribute. I think 

sometimes for some reason or 

another, people in the 

organization, they can’t see the 

difference as they don’t 

necessarily see the difference as 

we see between these two people  

  

D Other Former  

XXX 

director 

We had performance measures all 

the time but making clear what 

kind of goals should be achieved 

in order to become a partner. That 

was not clear and you could say 

that a structure way of career 

planning, sitting down with your 

mentor or partner and making this 

plan what to do differently from 

now on and two years from now, 

that was not structured. Goal 

sheets/ balance scorecards were 

used for indication of bonus 

 

Did your firm follow the 

performance measurement 

system?  

No, that was not what I saw.  

It’s always about knowing 

someone like an equity partner 

, working for right clients 

(large listed companies), things 

are less transparent and also 

political in large firms 
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E Other Former  

XXX 

Equity 

Partner 

I think it depends who you are 

asking. I think if you are asking 

the partners they think or the 

feeling is that it is transparent. 

The more you tell about it you 

know it is in a firm like X, I think 

it is less than 1 out of 10 who is 

going to become a partner. If you 

describe it very detailed to people 

from the start then you would 

always have the people face that 

they are not going to be an equity 

partner 

  

F Other Former  

YYY 

Director 

  No one disclosed the reason 

 

I said you know I am not very 

good at socializing actually 

and I said do I want to waste 

the time running around and 

participating in seminars, 

dinners, inviting others to play 

golf. No, I don’t...I am part of 

the audit team, and then the 

customers know what they get. 

I am there 100%. Take me for 

my professional competencies 

except that I cannot socialize 

and don’t want to invest time 

in running around to sell to get 

a lot of new customers. So I 

said that I don’t want to invest 

time. Is it then fun to be with X 

(firm name) if I am basically 

saying that what I should do to 

become an equity partner, 

actually I cannot 

G Other Retired 

XXX 

Senior 

partner  

    

H Other Former 

YYY 

Senior 

Manager 

  No, it wasn’t clear why a 

person got promoted. One of 

the things I think that I was 

told that you have to try to 

work closer with a guy up in 

the management, a guy called 

X. Try to work closely with 

him and do some ... you have 

to get him to know you better, 

and I said he knows everything 

about me, he knows what I 

stand for, how I work, how I 
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service everything. You have 

to kiss certain people certain 

places somehow 

I Other Former 

YYY HR 

Director 

    

J Other Former 

ZZZ 

Equity 

Partner 

  It’s a fantastic good question 

but there is not a fantastic good 

answer to it because there is no 

transparency 

K Other Ex 

Arthur 

Andersen 

and ZZZ  

Equity 

partner 

    

L Other Retired 

XXX 

Equity 

Partner 

Let’s say for the case of argument 

that of you have become 38 and 

no one has said anything then you 

should start getting worried. But 

instead of you getting worried 

then the firm should come back to 

you and say you are not on track. 

We honestly don’t think that you 

are a partner material. Did it 

always work well? No, not 

necessarily. This is people 

machine and there are all sorts of 

flaws. People not hearing, people 

not giving the right msg because 

it’s not a very happy msg we have 

a culture not being very good at 

saying NO. Just instead of coming 

with all sorts of explanations just 

say no for Christ 
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M Other Former 

YYY 

Salaried 

Partner 

and 

Equity 

Partner 

with new 

firm 

I mean it is more a overall process 

you know there are number of 

people that are involved in this 

that you don’t work with on day 

to day basis and you know they 

make this evaluation. Also 

perhaps to have a more balanced 

process and fair evaluation so that 

is not only my relationship with 

your boss that will really drives if 

I become a partner. So you need 

to kind of present your…you are 

able to show, demonstrate act in 

the way so that it’s not only one 

person who can see you as 

partner. It can be you know it’s a 

big majority of the firm can also 

see that you are a right person to 

become partner 

  

N Other Former 

YYY 

Equity 

Partner 

Of course if your department 

leader has recommended you for 

partner 3 years in a row and you 

have not become a partner, then I 

think most would say now I will 

need to have an answer. Will I be 

promoted or not prompted and in 

these kind of situations ofcourse 

we check the honest situation and 

I would say to people that it looks 

very difficult because not taking 

the hope away from people is not 

same as being a liar 

I think it depends transparent 

to who..hahahhaa.. 

To the people who are standing 

up for promotion 

My experience at that time 

when I got promoted it was not 

at all transparent. 

What made it less 

transparent? 
It was a few old men sitting in 

room who made the decision 

and then they said - up or down 

O Other Former 

YYY 

Salaried 

Partner 

and 

Equity 

Partner 

with new 

firm 

  It’s a good question. I have 

never been told in the old 

company why I  became a 

partner 

P AAA Equity 

Partner 

  I think for the ones which are 

not getting promoted is not 

transparent..hahhaaa. They 

would say I am sure. 
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Name Big 

Four  

Position Are development Areas shared with people who will 

never become equity partner 

      Yes No - Why not 

A 

 

ZZZ Equity Partner   Exaggerate about their value and skills in 

performance evaluation discussions. They are not 

told about their development areas 

 

Why they are not told about development areas? 
Because people don't seek feedback 

B XXX Equity Partner   It’s one of the touchy areas and easy for those who 

are on track. We need to be better at telling what we 

expect and where they are heading 

C XXX Equity Partner   I wish I could say yes it should be yes but I know that 

I heard some people say you know they don’t believe 

that they have been told so clearly and why this is 

because we got to do with humans. If I am a very 

pressured partner and he is the one who works on 

most of my job I don’t want to lose him so maybe I 

can’t really make myself to tell. 

D Other Former  XXX 

director 

 When I look back is the way that X (firm name)and 

they are working on that now but the way that they 

deal with career planning I mean sitting down ok 

Anders now we are supposed to make a business case 

and how to become from A to B. How could the time 

line be…what should you do in next two years and 

then you will be a…that was actually never done and 

I was not a special case  

E Other Former  XXX 

Equity Partner 

    

F Other Former  YYY 

Director 

  But it was very typical that people were not very 

open of what was missing. So, I always said what do 

I need to do better and then they needed to say 

something at least. But then lot of people said no no 

perhaps they (people involved in decision making 

process) are even scared themselves to ask that 

question  

G Other Retired XXX 

Senior partner  

    

H Other Former YYY 

Senior Manager 

  

I Other Former YYY 

HR Director 

  Not necessarily because sometimes the bleak 

measure was I don’t know what it is why you didn’t 

get this or why you didn’t get promoted. So you just 

have to push your limits on what you can do and see 

what’s going to work. 

J Other Former ZZZ 

Equity Partner 

  Yeah I think we really tried not to tell the person by 

talking 

K Other Ex Arthur 

Andersen and 

ZZZ  Equity 

partner 
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L Other Retired XXX 

Equity Partner 

    

M Other Former YYY 

Salaried Partner 

and Equity 

Partner with 

new firm 

    

N Other Former YYY 

Equity Partner 

  Sometimes we do sometimes we don’t and it’s 

difficult to say something very generic about this 

issue because it’s very much on the individual. So, 

for me it’s very important that you have these honest 

discussions. But I think different things is you both 

have to be honest but I think you should never take 

the hope away from people they should always have 

some kind of hope and aspiration to continue their 

career because otherwise they would stop developing 

O Other Former YYY 

Salaried Partner 

and Equity 

Partner with 

new firm 

  The way it works was that you are kind of put 

forward like any other promotion in any company. 

So, so u put forward up for promotion by peers you 

have in the organization and I worked with various 

people so I knew that I had good network, good 

clients and then good track record but also doing 

things out of the box and teaching, So, I knew I was 

in the group and I knew that I had to do presentation 

and it was like an interview round and it was second 

or third year that they had done that. Before that it 

was sometimes you didn’t even know that we were 

put for promotion and suddenly they say you are a 

partner. Ok. Great.  But now it’s more transparent 

and you have different people sitting around the 

table. 

P AAA Equity Partner     
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