
World survey: Emerging markets boost global growth 
By IAB editorial 
01 febrero 2011  

Accounting firms are back in the black as revenue growth across most business lines has improved in 
the past 12 months. This year’s International Accounting Bulletin world survey reveals a new global 
leader while investment intensifies in the key emerging economies. 

  

Global accounting firms are on the path to recovery in a year that welcomes a new leader of the pack. While 
2009 will be remembered as a year of hardship and revenue contractions, the past 12 months has seen growth 
return, albeit at much more muted levels than pre-financial crisis days. 

Of the 44 global networks and associations surveyed, 60% reported either US dollar growth or flat revenue on 
their 2008/2009 fiscal year results. The combined revenue of global firms was $144bn, which is not quite a 
return to the glory days of 2007/2008, when the group generated revenue of $152bn. 

What these results highlight is a steady recovery for global firms, despite challenging trading conditions in the 
US and UK – the two largest accountancy markets. Much of this growth is being fuelled by the key emerging 
economies China, India and Brazil, where global firms are being rewarded for investing heavily. 

Audit and accountancy services performed admirably among the top 10 global networks, while advisory and 
consulting proved a mixed bag. Risk management, internal audit and due diligence services are in demand but 
corporate finance and IPO work is still at a lull although firm leaders expect activity to return as the M&A 
market continues to pick up. 

Cross-border tax advice, including transfer pricing, proved to be the service with the most consistent growth. 

In terms of litigation, 2010 was a better year for global firms than 2009, but troubles in Ireland could lead to 
more litigation this year. 



The spread of IFRS is motoring along and providing opportunities in many Asian markets for firms, while it now 
seems that the US will adopt and it unveils its roadmap this year. 2010 is also the year the role of the auditor 
came under the spotlight as politicians in the EU and UK review the audit industry and its future path. 
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There has been a minor reshuffle in this year’s global top 10. Deloitte has taken pole position for the first time 
from rival PwC and PKF International has moved into tenth spot. 

Deloitte became recognised as the highest earning network in October when PwC released its results. The 
difference between the two networks is staggeringly small – Deloitte’s revenue was $26,578m while PwC 
brought in $26,569m. In 2009, PwC earned $71m more than Deloitte but this year PwC is $9m behind. 

 

Deloitte’s recent success over PwC is due to the strength of its consulting business, which it retained and grew 
in the wake of the Arthur Andersen collapse when rival firms sold up. Recent consulting investments in the US 
and UK are starting to pay dividends. 
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Although Deloitte heads the overall revenue list, it still trails PwC in terms of audit and tax revenue. PwC 
enjoyed stronger growth in both of these business lines but could not match Deloitte’s growth in consulting and 
advisory services. 

This result is not too bad for PwC because audit will continue to be the main service line for professional 
services firms in the foreseeable future. 

Deloitte global chief executive Jim Quigley told the International Accounting Bulletin he believes the worst of 

the financial crisis is now past. 

"Last year the question we were asking is are we going to see a recovery," Quigley says. "What has changed 
is we now are talking about the shape of the recovery [and] I believe we have begun a sustained recovery." 

Growth across the majority of the industry tends to back up Quigley’s claims. Last year, only four networks 
reported growth while this year only four networks reported revenue contractions. 

BDO leads the global mid-tier firms, reporting fee income of $5.28bn in the year to 30 September 2010. 

BDO’s growth of 5% was only bettered by a couple of networks. 

PKF International increased its revenue by 29% to $2.5bn. This elevated the network into tenth position, which 
previously held by Nexia International. PKF’s growth has been fuelled by some large firm additions, including 
the US firms Wipfli and Eisner. 

 

The remarkable turnaround in fortunes for networks has not quite spread through associations of independent 
firms. Just under half of the associations reported revenue contractions, although growth in these organisations 
often tends to be a reflection on members firms joining and leaving. 



Praxity is the largest association and reported combined member firm revenue of about $3.3bn. 

There has also been a little bit of movement away from the association of independent firms model as Kreston 
International and Moore Stephens International implement network style structures. 

There is a market perception that setting up as a closely integrated network provides a much more consistent 
cross-border service for international clients. For example, in the past year Ernst & Young brought together its 
Far East and Oceania practices, while KPMG Europe continues to expand across Europe and even in Saudi 
Arabia. 

PKF International chairman Wolfgang Hofmann believes this trend will continue. 

"We believe that there will be a strong move by associations to networks because clients of associations are 
seeking a one firm solution, which means one brand worldwide one quality level, monitoring the quality," he 
says. 

"This is an outcome of stronger regulation in the individual countries so that global firms will seek more 
services from networks and eventually there will be more consolidation. So associations will be moving to 
networks and merging with established networks." 

Steady demand for audit 

Stiff competition among firms and fee pressure from clients continued to create a challenging audit market in 
2010. Audit is the ‘bread and butter’ service for the majority of firms, bringing in an average of 52% of firm 
revenue. 

"Audit and accountancy is the core of our business and in the developing countries it is what is driving our 
business. It’s in the mature markets where we want to expand our non-audit services," BDO chief executive 
Jeremy Newman says. 

The average audit revenue growth for firms was 4% and the combined audit revenue for networks and 
associations was $80bn. 

Increased regulation has helped maintain a steady demand for audit. However, as companies continue to 
struggle, albeit not as harshly as in 2009, downward pressure on fees has caused audit profitability to wane 
further. The pressure often comes from two directions: clients looking for reduced fees and firms who are 
lowering prices to win work. 

PwC is the largest global audit firm, despite a 1% decrease in revenue to $13.3bn in revenue. PwC said 
despite the rise in demand for audit there is ongoing pricing pressure because of the "fiercely competitive" 
market. 



 

Deloitte is the second-largest auditor, generating $11.7bn in global revenue. Deloitte’s audit revenue 
contracted in both US dollar (-3%) and local currency terms (-4%). 

Quigley believes fee pressure should slowly begin to ease in 2011. 

"We do have increased volume in the context of service power but on a rate-per-hour basis there was some 
softness and it is simply an outgrowth of the pressure broadly for us to reduce clients’ breakeven point and to 
try to squeeze ever dollar," he says. 

"[I expect to see this pressure easing] because of the recovery, and through our continued innovation and use 
of technology in delivering those services we will become more efficient." 

PKF International reported audit growth of 23% to $1bn. 

"The audit business is not an easy business. We have more profitability in our eyes across tax and 
management consulting," Hofmann says. "But audit is our bread and butter business and it is also what we 
want to develop further in the future." 

Hofmann notes most clients have continued placing pressure on firms to lower fees. He says sometimes firms 
are invited to tender so that a company can bring down the audit price without ever intending to switch auditor. 

"This is frustrating because the lower fees are not going in the same direction as the increasing legal, 
accounting and regulatory requirements, and they are not paid for by the clients," Hofmann adds. 

Grant Thornton International chief executive Ed Nusbaum says fee pressure has forced the network to grant 
fee reductions in audit work but this has occurred in only some of the major economies and with ongoing 
clients. 

Offsetting this pressure, Nusbaum adds: "We have a huge number of new clients that are joining Grant 
Thornton all over the world whether it is in the US, UK, Europe, India, throughout Asia and South America. This 



is generating the growth. There are some mergers and acquisitions but that is relatively minor in terms of 
percentages." 

Baker Tilly International chief executive and president Geoff Barnes says there is a trend for large companies 
to farm out subsidiary work to the mid-tier due to cost pressure. 

"The market wants choice. The middle-market has proven they can deliver high quality audits for lower prices," 
Barnes says. "So, I think this is a choice and ability issue. We think there is more acceptance for that now and 
we think it is the price that turns the lock on this one." 

Tax bright spots 

Global tax practices have been solid in 2010 with transfer pricing and international tax advice helping to offset 
a drought in tax-related transaction support. 

The majority of leaders report positive tax growth and the service line contributes an average of 22% of firm 
revenue. 

PwC has the largest tax practice globally and increased revenue by almost 3% to $7.1bn in the year to 30 June 
2010. 

 

Mid-tier firm Mazars reported the largest tax growth of 30% to $119m. This is partly due to Mazars’ merger with 
US firm Weiser, Mazars chairman and chief executive Patrick de Cambourg says. 

Grant Thornton increased tax revenue 7% to $816m. 

"We have tremendously expanded our ability to do international tax work, transfer pricing – which has been 
huge – as well as in indirect tax," Nusbaum says. 

"Plus when I think companies are making money and are starting to make more money than they did a year 
ago, they need tax advice and are doing a little more transactions." 



Crowe Horwath International chief executive Frank Arford says another reason for better growth in tax is the 
willingness of international companies to use mid-tier networks to provide tax services as an alternative to the 
Big Four. 

RSM International chief executive Jean Stephens says there are more opportunities to grow the network’s 
international tax business than there is in audit. 

"As an organisation, if we are looking to go after larger, international companies the best way we are going to 
serve them is not in audit but the other add on services such as tax, risk management and transaction support 
services," she says. 

Stephens points out that cross-border tax advice, such as transfer pricing and entry strategy, show huge 
demand. 

But it’s not all good news on the tax front. Newman says the majority of decline in tax demand is coming from 
mature markets linked to transactions-related work and a "greater attempt to shut down tax leakage – as 
governments want to raise more money but don’t want to put up headline tax rates". 

Networks fee table 
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Associations fee table 

 

Advisory boost 

Advisory and consulting provided a mixed bag with some services in decline and others on the rise. There is a 
strong demand for consultancy, restructuring and sustainability work. 

The past year has also seen numerous strategic consultancy acquisitions, particularly by the Big Four. 

Deloitte is the largest consultancy and increased consulting revenue by 15% to $7.5bn. This growth included 
the acquisition of BearingPoint’s North American public sector practice and the UK real estate consultancy 
Driver Jonas. 

"As we see public sector spending becoming an increasingly significant component of global GDP there is 
going to be an opportunity to serve the public officials who have the stewardship responsibility for that 
significant component of our economy," Quigley says, adding that public sector work increased 38%. 

The other advisory areas that performed well were restructuring, strategies and operations, and technology 
consulting. 

http://www.vrl-financial-news.com/pdf/IAB481 p13 fee data.pdf


 

Quigley says Deloitte is investing in governance, risk management and data analytics services. 

 "We are assisting many businesses as they become risk intelligent enterprises," he says. "Also, there is so 
much capital on the sidelines that we believe M&A is going to be an area of significant growth opportunity. 
There’s also the whole broad area of finance transformation in business processes." 

KPMG is the second largest supplier of consulting and advisory services and reported revenue of $6.6bn, up 
8%. Within advisory, consulting produced the highest growth of 15%. 

"The past year also witnessed a return to growth of KPMG’s advisory business, spotlighting the services that 
clients require in a very challenging and complex business environment," Flynn says. "Notably, growth in the 
Asia-Pacific region was driven largely by advisory practice growth." 

KPMG’s advisory practice had particularly strong growth in the Americas (11%) and Asia-Pacific (10%). 

Flynn says KPMG’s clients are being driven to transform their business models, to revaluate their finance and 
risk systems, resize their cost base, pursue new acquisitions and divestitures, change governance and 
reporting, and revise customer distribution models due to "unprecedented change in the economic, regulatory, 
political, and social environments – and these changes are likely to accelerate". 

 As a result, clients are turning to advisers with traditional consulting skills and know-how in risk, regulatory and 
tax independent from any particular technology or outsourcing solution, Flynn adds. 

Stephens says RSM firms have noticed a good demand for risk management, internal audit and due diligence 
services, while transactions support is "starting to pick up". 

De Cambourg says in mature markets services such as change management and management consulting 
have remained in high demand whereas in emerging markets the strong demand is for more traditional 
services such as audit, accounting and IFRS. 

Hofmann notes the provision of non-audit services is limited in some jurisdictions. 



"For example, in Germany the audit clients have to publish the remuneration structure of the auditors so they 
have to tell the market what they spend with their auditor," he explains. "If there is too much work other than 
audit some of the shareholders will raise questions and CEOs do not want this." 

PKF International plans to develop other advisory services, including internal audit, international payroll and 
insolvency, Hofmann says. 

In the past 5-10 years, sustainability services has been an area of growth for the Big Four and now the mid-tier 
are becoming involved. 

Nusbaum thinks it’s important for Grant Thornton to build its sustainability services offering in the next three to 
five years. 

 

"We are doing sustainability work through out the world," Nusbaum says. "Our UK practice does sustainability 
and even in Canada we are reporting on carbon credits. We are doing all kinds of sustainability consulting and 
providing assurance services throughout the world. The%age of revenue is still tiny but it is a growing practice 
for us and I think we are one of the leaders in developing those services and the expertise." 

RSM International has also moved more into sustainability space by setting up a global green energy centre of 
excellence in the past year. 

Counter-cyclical services, such as restructuring and reorganisation, have continued to help offset a lack of 
M&A and transactions related work through the past fiscal year. 

Nusbaum says Grant Thornton has seen incredible growth of about more than 50% in major countries like 
Canada, the US and the UK on the back of, in almost every country, a dramatic drop in due diligence and 
acquisitions – transaction support services. 



"Corporate finance is also down," Nusbaum adds. "In addition, discretionary kinds of consulting assignments 
like internal audit, business risk services and looking into internal control dropped because when companies 
are in tough times they cut these advisory services." 

On the flip side, Nusbaum says transaction support and due diligence services have begun to pick up again 
and in next few years he expects to see growth. Grant Thornton intends to grow these service lines organically 
and through strategic M&A. 

 Recruitment flat 

Recruitment for networks and associations was relatively flat overall in 2010 with most firms keeping numbers 
at existing levels. 

The Big Four are hiring rapidly in emerging economies while graduate intakes are starting to return to pre-
global financial crisis levels in some developed markets. 

Deloitte was the only Big Four firm to increase its headcount and now has 8,000 more employees than PwC. 

There have not been any large scale redundancies in the past year, but the attrition rate of accountants who 
leave firms is not quite being matched by recruitment activity. 

Recruiting appears to be more focused on experienced staff as graduate intakes have not yet come back to 
pre-recession levels. 

"Recruitment of new staff and retaining of existing staff was, is and will be a problem," Hofmann says. "We 
have competitors in our industry and outside it that are offering our staff attractive alternatives." 

Mazars chief HR officer Laurent Choain says holding onto staff, in particularly auditors, is proving a challenge. 

"In the audit sector we are very good at attracting young people, but we have to make sure we retain these 
people and that they go on to fill management roles," Choain says. 

Recruitment in the emerging markets is still buoyant as firms continue to build their presence. Stephens says 
RSM International will now focus on building its workforce in Africa and Latin America. 

  



Staff table 

 

She adds that China and Latin America are the two regions driving the most referral work. Most networks 
agree, naming China as the referral hotspot. 

Nusbaum adds: "India is an area of future growth – we are making investments here and they are paying off." 



Barnes says Latin America has been the region of strongest growth for Baker Tilly International, while Crowe 
Horwath International is strengthening its presence in Africa by adding firms in Kenya, Angola, Ghana, Ivory 
Coast, Senegal and Madagascar. 

BDO is planning to increase investment in the Central Asian countries and former Soviet countries. 

"I think there is a general pick up in the former Soviet Union countries as business develops. It is also driven by 
the interest of the Russian clients and natural resources in these countries," Newman says. 

One of the most notable mergers in the past year was Grant Thornton’s Brazilian firm Terco joining E&Y. 
Newman believes such large scale mergers should be policed by competition watchdogs as they can 
potentially have a destabilising effect on the audit market if it becomes too concentrated. 

Views on the risks of a Big Four firm collapsing widely vary. Some mid-tier leaders believing the risk is real 
while this is often contested by the Big Four, who believe the risk is minimal. 

One area of concern is the threat of vicarious liability, which so far has not led to the collapse of a global audit 
firm. 

In the past year, firms have seen a slight decrease in the number of legal claims targeting auditors when 
compared to 2009, according to Reynolds Porter Chamberlain partner Jane Howard, who specialises in such 
cases. 

In July, a Florida appeals court ruled that BDO US will not have to pay Banco Espirito Santo investors $522m 
in punitive and compensatory damages - which was viewed as a victory for audit firms. 

Howard says the BDO ruling could have discouraged some claimants from targeting auditors, although this 
does not mean firms are out of the woods yet. 

In 2011, Howard says there might be some liability claims made against auditors of Irish banks, all of which are 
audited by the Big Four. 

Last year, there were some highly publicised litigation cases, such as the Ernst & Young’s US charges in 
relation to Lehman Brothers, PwC’s lawsuit in relation to the Icelandic bank Glitnir Bank and the Satyam 
scandal. In 2011, these cases should provide a further acid test on auditor’s liability. 

Audit industry reform, currently being debated at the EC and in the UK, could have a major impact upon global 
audit firms. At this stage it is too early to determine whether politicians will try to evolve the role of the auditor 
and dilute audit market concentration - but change seems inevitable. 

The debate is being greeted by firm leaders even if they are less keen some of the more radical proposals. 

This year should provide greater growth opportunities for firms across most business lines. It is also the year 
the US must stake its position on IFRS. 

The worst of the downturn may have passed but there are still plenty of challenges ahead for firms to 
overcome. 

  



Firm movements 
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