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Kevin P. McMeeking, Competition in the UK Accounting Services Market, MANAGERIAL
AUDITING JOURNAL, Vol. 22, No. 2, 197-217 (2007) (analyzing the impact of concentration in
the UK accounting services market on price competition and finding that price competition exists
at the initial tender stage but decreases as companies mature).

Stephen R. Moehrle, Gary John Previts, Jennifer A. Reynolds-Moehrle, Selected Excerpts from
The CPA Profession: Opportunities, Responsibilities, and Services, Ch. 2, 15-34 (2006)


http://www.tiaa-crefinstitute.org/research/dialogue/docs/87.pdf
http://ec.europa.eu/internal_market/auditing/docs/liability/auditors-final-report_en.pdf
http://ssrn.com/abstract=474741
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=321294
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(providing an orientation to the CPA profession and exploring the legal, regulatory, and social
environments in which the CPA practices).

National Academy of Sciences, National Academy of Engineering, and Institute of Medicine,
Executive Summary from Rising Above the Gathering Storm: Energizing and Employing
America for a Brighter Economic Future (2007) (suggesting ways federal policymakers could
enhance science and engineering capabilities in the United States, including improving K-12
science and mathematics programs and allocating federal funds to such programs and research).

National Association of Black Accountants and the Howard University School of Business
Center for Accounting Education, 2007 CPA Examination Summit: Insights into Increasing the
Number of African American CPAs (June 22, 2007), available at
http://www.nabainc.org/portals/6/docs/nabanews/CPA%20Summit%20White%20Paper%20Insi
ghts.pdf (exploring the reasons that an increasing number of African Americans are neither
taking nor passing the CPA examination).

National Association of State Boards of Accountancy, Education and Licensure Requirements
for Certified Public Accountants: A Discussion Regarding Degreed Candidates Sitting for the
Uniform CPA Examination with a Minimum of 120 Credit Hours (120-Hour Candidate) and
Becoming Eligible for Licensure with a Minimum of 150 Credit Hours (150-Hour Candidate)
(Draft June 2008), available at
http://www.nasba.org/nasbaweb/NASBAWeb.nsf/PLD/979BF9457B37159D86257473005284D
A/$file/120 150 Draftl June_2008.pdf (discussing issues relating to the educational
requirements for candidates to sit for the CPA examination and noting that some states require
150-hours for licensure while allowing 120-hours to sit for the CPA examination).

National Firms Post 10.6% Composite Growth Rate, PUBLIC ACCOUNTING REPORT, 1, 3-7 (Apr.
15, 2008) (detailing an annual survey of the national accounting firms and providing data,
including the number of U.S. partners, U.S. professional staff, and U.S. net revenue).

National Firms’ Revenue Growth Rate Stays in Double Digits in FY06, PuBLIC ACCOUNTING
RePORT 1-7 (Feb. 28, 2007) (documenting the national and global revenue growth of the largest
accounting firms).

Floyd Norris, Deep Secret: Why Auditors Are Replaced, NEw YORK TIMES (July 28, 2006)
(recommending the expansion of the public company Form 8-K disclosure requirements relating
to auditor changes).

Oxera Consulting Ltd., Key Findings from Competition and Choice in the UK Audit Market
(Prepared for Department of Trade and Industry and Financial Reporting Council (Apr. 2006) (i-
vii), available at http://www.berr.gov.uk/files/file28529.pdf (finding, among other things, that the
four largest auditing firms audit all but one of the FTSE 100 companies and represent 99% of
audit fees in the FTSE 350 and the reason for this dominance, among other things, being
reputation as well as higher concentration leads to higher audit fees).
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Oxera Consulting Ltd., Executive Summary and Introduction from Ownership Rules of Audit
Firms and Their Consequences for Audit Market Concentration (Prepared for DG Internal
Market and Services, European Commission) iii-11 (Oct. 2007), available at
http://ec.europa.eu/internal_market/auditing/docs/market/oxera_report_en.pdf

(examining the impact of auditing firms’ ownership and management rules and corporate
structure on competition and finding, among other things, that restrictions on access to capital
appear to represent only one of several potential barriers to entry) and Annex available at
http://ec.europa.eu/internal_market/auditing/docs/market/oxera_report_annex_en.pdf
(delineating 18 European Member states’ statutory auditing firm requirements relating to audited
accounts, auditors’ duties and obligations, corporate governance and ownership rules, and
auditor oversight).

Zoe-Vonna Palmrose, Maintaining the Value and Viability of Independent Auditors as
Gatekeepers Under SOX: An Auditing Master Proposal, BROOKINGS-NOMURA SEMINAR: AFTER
THE HORSES HAVE LEFT THE BARN: THE FUTURE ROLE OF FINANCIAL GATEKEEPERS (Sept. 28,
2005), available at http://www.tcf.or.jp/data/20050928 Zoe-Vonna_Palmrose.pdf (proposing the
establishment of an “Auditing Master’s Office” under the Public Company Accounting
Oversight Board umbrella to assess auditor compliance with accounting and auditing standards
when audit failure allegations arise in litigation and enforcement actions).

Zoe-Vonna Palmrose, Symposium: Securities Litigation Reform: The Joint & Several vs.
Proportionate Liability Debate: An Empirical Investigation of Audit-Related Litigation, 1 STAN.
J.L. Bus. & FIN. 53 (Fall 1994) (finding, among other things, that 88% of auditor litigation is
joint with other defendants, a significant number of claims against auditors are weak, and 48% of
those cases resulted in no auditor payouts on claims).

Zoe-Vonna Palmrose and Susan Scholz, The Circumstances and Legal Consequences of Non-
GAAP Reporting: Evidence from Restatements, CONTEMPORARY ACCOUNTING RESEARCH, VOL.
21, No. 1, 139-80 (Spring 2004) (examining and describing 492 U.S. public company
restatements from 1995-1999 and their impact on auditor litigation and finding significant
association between core restatements and such litigation).

The Panel on Audit Effectiveness, Executive Overview, i-xiv (Aug. 31, 2000) (recommending,
among other things, that auditing standards should create a “forensic-type” fieldwork on all
audits and auditing firms reaffirm the importance of their audit practices).

R. David Plumlee, Steven J. Kachelmeier, Silvia A. Madeo, Jamie H. Pratt, and George Krull,
Assessing the Shortage of Accounting Faculty, ISSUES IN ACCOUNTING EDUCATION, VoL. 21, No.
2, 113-125 (May 2006) (concluding that in terms of specialization within the accounting
discipline, only 23% and 27% of the projected demand for doctoral faculty in auditing and tax,
respectively, will be met by expected graduations in the coming years, while 92% and 79% of
the projected demand for doctoral faculty in financial accounting and cost accounting,
respectively, will be met).

Jane Porter, Going to the Head of the Class: How the PhD Project is helping to boost the number
of minority professors in B-schools, BUSINESS WEEK ONLINE (Dec. 27, 2006), available at

11


http://ec.europa.eu/internal_market/auditing/docs/market/oxera_report_en.pdf
http://ec.europa.eu/internal_market/auditing/docs/market/oxera_report_annex_en.pdf
http://www.tcf.or.jp/data/20050928_Zoe-Vonna_Palmrose.pdf

Draft Version: July 2008

http://www.businessweek.com/bschools/content/dec2006/bs20061227 926455.htm (noting the
percentage of minorities enrolled in business PhD programs in 2006 is double that of minority
business school faculty and describing how the PhD Project is helping to boost the number of

minority professors in business schools by targeting minority professionals for PhD programs).

Gary John Previts and Barbara Dubis Merino, Selected Excerpts from A History of Accountancy
in the United States: The Cultural Significance of Accounting, 340-46, 416-22 (1998) (describing
the history of accounting education over the last 50 years of the twentieth century).

Principles-Based Accounting Standards, A MESSAGE FROM THE CEOS OF THE INTERNATIONAL
AUDIT NETWORKS (Jan. 2008), available at
http://www.globalpublicpolicysymposium.com/GPPC_PBS_White Paper.pdf (proposing a
framework to develop principles-based accounting standards and highlighting the following key
elements of that framework: faithful presentation of economic reality; responsive to users’ needs
for clarity and transparency; consistency with a clear Conceptual Framework; based on an
appropriately-defined scope that addresses a broad area of accounting; written in clear, concise
and plain language; allows for the use of reasonable judgment).

Promoting Audit Quality: UK Financial Reporting Council Discussion Paper (Nov. 2006),
available at
http://frc.org.uk/images/uploaded/documents/Promoting%20Audit%20Quality%20paper%20web
%200ptimisedl.pdf (identifying, among other things, the factors central to achieving high audit
quality, including the culture within an audit firm, audit partner and staff skills, audit process
effectiveness, and audit reporting reliability and usefulness).

Public Company Accounting Oversight Board, Observations on Auditors’ Implementation of
PCAOB Standards Relating to Auditors’ Responsibilities with Respect to Fraud, PCAOB
RELEASE No. 2007-001 (Jan. 22, 2007), available at
http://www.pcaobus.org/Inspections/Other/2007/01-22_Release 2007-001.pdf (setting forth
observations gleaned from the PCAOB’s inspections process relating to auditor responsibility
relating to fraud detection, including, among other things, the lack of appropriate procedural
documentation and mandated brainstorming sessions regarding potential for fraud).

Public Company Accounting Oversight Board, Observations on the Initial Implementation of the
Process for Addressing Quality Control Criticisms within 12 Months after an Inspection Report,
PCAOB RELEASE No. 104-2006-078 (Mar. 21, 2006), available at
http://www.pcaobus.org/Inspections/Public_Reports/2003/2006-03-21_Release 104-2006-
078.pdf (describing the remediation undertaken by the larger auditing firms in response to the
PCAOB?’s criticism of their quality control systems, including enhancing in-house training
curricula).

Public Company Accounting Oversight Board, Proposed Rules on Periodic Reporting by
Registered Public Accounting Firms, PCAOB ReLEASE No. 2006-004 (May 23, 2006), available
at http://www.pcaobus.org/Rules/Docket 019/2006-05-23 Release No. 2006-004.pdf
(proposing a public company auditing firm reporting framework including annual reports
providing basic information regarding the firm and the firm’s public company audit-related
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practice over the most recent 12-month period and special or periodic reports providing
information relating to certain triggering events).

Public Company Accounting Oversight Board, Report on the PCAOB’s 2004, 2005, and 2006
Inspections of Domestic Triennially Inspected Firms, PCAOB RELEASE No. 2007-010 (Oct. 22,
2007), available at http://www.pcaobus.org/Inspections/Other/2007/10-22_4010_Report.pdf
(setting forth observations of significant or frequent deficiencies gleaned from the PCAOB’s
inspections of the smaller triennially-inspected public company auditing firms, including, among
other things, the testing of a public company’s revenue recognition, identification of material
related party transactions, accounting for equity transactions, and compliance with independence
requirements).

Public Company Accounting Oversight Board, Standing Advisory Group, Panel Discussion
—Forensic Audit Procedures (Feb. 22, 2007), available at
http://www.pcaobus.org/Standards/Standing_Advisory Group/Meetings/2007/02-
22/Forensic_Audit_Procedures.pdf (discussing issues relating to the performance of forensic
audit procedures as a part of or in addition to financial statement audits).

Report of the National Commission on Fraudulent Financial Reporting, Introduction and
Summary of Recommendations, 1-16 (Oct. 1987) (recommending, among other things, effective
internal control functions and business and accounting schools’ teaching the function and
importance of internal controls).

Dennis R. Reigle, Heather L. Bunning and Danielle Grant, 2008 Trends in the Supply of
Accounting Graduates and the Demand for Public Accounting Recruits (2008), available at
http://ceae.aicpa.org/NR/rdonlyres/C1E23302-17D3-4ED5-AE81-
B274D9CD7812/0/AICPA_Trends Reports_2008.pdf (exploring the demographics of the
accounting profession through a survey conducted of U.S. colleges, universities, public
accounting firms, and sole practitioners, and finding, among other things, a nearly 19% increase
in accounting enrollments since 2003-2004 to approximately 203,000 students across all degree
programs with minorities making up 26% of bachelor enrollments and 20% of master
enrollments and a 83% increase in summer hires by CPA firms since 2003-2004).

Robert Half International, 2007 Salary Guide: Accounting & Finance Salaries, available at
http://www.roberthalffinance.com/portal/site/rhf-
us/menuitem.137d96be094a53af9a64e9c302f3dfa0/?vgnextoid=435aflab78d7c010VgnVCM100
000213ffd0aRCRD (describing the latest salary trends for the accounting profession).

Robert Half International Financial Leadership Council, Charting the Future of the Accounting,
Finance and Audit Professions (July 2007) (discussing, among other things, the auditing
profession’s changing workforce demographics and recruitment and retention challenges).

Robert Half International Financial Leadership Council, Press Release of Financial Leaders
Address Challenges Facing Accounting, Finance and Audit Professions (July 16, 2007),
available at http://www.financialleadershipcouncil.com/press_release 1.html (discussing, among
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other things, the auditing profession’s changing workforce demographics and recruitment and
retention challenges).

Joshua Ronen, Post-Enron Reform: Financial Statement Insurance, and GAAP Revisited, 8
STAaN.J.L. Bus. & FIN. 39 (Autumn 2002) (proposing as an alternative to appointing and paying
auditors, companies’ purchasing financial statement insurance, which provides coverage to
investors against losses due to financial reporting misrepresentation).

Joshua Ronen and Kenneth A. Sagat, The Public Auditor as an Explicit Insurer of Client
Restatements: A Proposal to Promote Market Efficiency, JOURNAL OF ACCOUNTING, AUDITING
AND FINANCE, Vol. 22, No. 3, 511-26 (Summer 2007) (suggesting public auditing firms create
audit risk insurers to assume the liability risk of a deficient public audit).

Josee Rose, Accounting Firms Wield YouTube, IPhones to Lure Graduates, Dow JONES
NEWSWIRES (September 17, 2007) (describing the ways auditing firms are trying to recruit
Generation Y graduates).

Ronald J. Rotaru, Accountancy Board of Ohio, Testimony and Research before Ohio H. Finance
Committee of the Ohio House of Representatives (Mar. 18, 2005) (noting the difficulty for state
boards of accountancy consolidated with other licensing agencies to enforce statutes governing
the accounting profession).

Beatrice Sanders, and Leticia B. Romeo, The Supply of Accounting Graduates and the Demand
for Public Accounting Recruits—2005 (For Academic Year 2003-2004), available at
http://ceae.aicpa.org/NR/rdonlyres/11715FC6-FOA7-4AD6-8D28-
6285CBE77315/0/Supply_DemandReport_2005.pdf (exploring the demographics of the
accounting profession through a survey conducted of U.S. colleges, universities, public
accounting firms, and sole practitioners).

Susan Scholz, The Changing Nature and Consequences of Public Company Financial
Restatements 1997-2006 (Apr. 2008), available at
http://www.treas.gov/press/releases/reports/FinancialRestatements_1997 2006.pdf (finding,
among other things, that financial restatements increased eighteen-fold from 90 in 1997 to 1,577
in 2006 with acceleration in restatement activity occurring in 2001 before the implementation of
the Sarbanes-Oxley Act, and a decline in the average market reaction to financial restatements as
the number of restatements has accelerated).

Securities and Exchange Commission, Executive Summary of the Final Rule: Revision of the
Commission’s Auditor Independence Requirements, FILE No. S7-13-00 (Nov. 2000), available at
http://www.sec.gov/rules/final/finalarchive/finalarchive2000.shtml (strengthening the auditor
independence rules, including identifying certain non-audit services impairing auditor
independence).

Alix Stuart, Big Four Stems Exodus to Smaller Auditors, CFO.com (Feb. 1, 2008), available at
http://www.cfo.com/article.cfm/10611201/c_106315067f=todayinfinance_next (documenting a
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40% decline in public companies’ switching from the four largest auditing firms to smaller firms
in 2007, or 101 changes in 2007 down from 163 in 2006).

Mary W. Sullivan, The Effect of the Big Eight Accounting Firm Mergers on the Market for Audit
Services, ECONOMIC ANALYSIS GROUP DiscussION PAPER EAG 00-2 (Mar. 17, 2000), available
at http://ssrn.com/abstract=237289 (assessing the impact of the two 1989 auditing firm mergers
on the auditing services market, and finding, among other things, marginal cost reductions in
large public company audits and no evidence of anti-competitive effects).

Mary W. Sullivan, Great Migration: How Recent Events Changed the Switching Behavior of
Top-Tier Audit Clients (Nov. 6, 2007) (forthcoming) (investigating the possible causes of
switching from the four largest auditing firms to smaller firms, including the failure of Arthur
Andersen and the implementation of the Sarbanes-Oxley internal control requirements, and
suggesting that the increase in switching was due to the demand for internal control audit
services).

Gary L. Sundem, The Accounting Education Change Commission: Its History and Impact,
ACCOUNTING EDUCATION SERIES, Vol. No. 15, Chapter 6 (1999), available at
http://aaahq.org/AECC/history/index.htm (describing the Accounting Education Change
Commission’s use of Position and Issues Statements as consensus documents to influence
change in accounting education and summarizing these Statements, such as Issues Statement
Number 2 and the impact of the CPA examination upon accounting education quality).

Michael H. Sutton, Financial Reporting at a Crossroads, ACCOUNTING HORIZONS, Vol. 16, No.
4 (319-28) (Dec. 2002) (commenting on the financial reporting scandals, questioning the
partnership between the public and private sectors regarding capital markets oversight, and
recommending, among other things, strengthening the independent audit).

Eric L. Talley, Cataclysmic Liability Risk Among Big Four Auditors, 106 CoLuMm. L. REv. 1641
(November 2006) (analyzing from a legal, theoretical, and empirical perspective the liability risk
of the largest public company auditing firms relating to securities fraud class actions).

Tax Practices Lead Growth for National Survey Firms, PUBLIC ACCOUNTING REPORT, 1, 3-8
(Apr. 30, 2008) (surveying the ten largest U.S. accounting firms and noting that total firm
revenue in fiscal year 2007 increased to about $35.4 billion).

Leah Townsend and Mark Grothe, Control Deficiencies — Finding Financial Impurities, GLASS
LEwIS & Co RESEARCH (June 24, 2005) (analyzing the increasing number of public company
internal control deficiency disclosures over 2004 and early 2005).

Lynn E. Turner, Learning from Accounting History: Will We Get It Right This Time?, ISSUES IN
ACCOUNTING EDUCATION, Vol. 21, No. 4, 383-407 (Nov. 2006) (analyzing recent events shaping
the auditing profession and recommending, among other things, including the establishment of
independent corporate governance for the larger international auditing firms and greater
transparency of the auditing firms).

15


http://ssrn.com/abstract=237289
http://aaahq.org/AECC/history/index.htm

Draft Version: July 2008

2007 Fastest Growing Firms Post 12.5% Growth Rate, PuBLIC ACCOUNTING REPORT 1-7 (Oct.
15, 2007) (documenting a 12.5% revenue growth rate for the 100 fastest growing accounting
firms).

U.S. General Accounting Office, Executive Summary from The Accounting Profession: Major
Issues, Progress and Concerns, GAO/AIMD-96-98, 1-21 (Sept. 1996), available at
http://www.gao.gov/archive/1996/ai96098.pdf (identifying, among other things,
recommendations made from 1972 through 1995 to improve accounting and auditing standards
and the performance of independent public company audits and those recommendations’ status).

U.S. General Accounting Office, The Accounting Profession: Appendices to Major Issues,
Progress and Concerns, GAO/AIMD-96-98A (Sept. 1996), available at
http://www.gao.gov/archive/1996/ai96098a.pdf (listing the individual recommendations made by
major study groups relating to the accounting profession from 1972 through 1995 and those
recommendations’ status).

U.S. General Accounting Office, The Accounting Profession: Status of Panel on Audit
Effectiveness Recommendations to Enhance the Self-Regulatory System, GAO-02-411 (May
2002), available at http://www.gao.gov/new.items/d02411.pdf (identifying the status of the
recommendations of the 2000 Panel on Audit Effectiveness, including those relating to the
accounting profession’s self-regulatory system).

U.S. General Accounting Office, Results in Brief from CPA Audit Quality: Status of Actions
Taken to Improve Auditing and Financial Reporting of Public Companies, GAO/AFMD-89-38
(Mar. 1989), available at http://archive.gao.gov/d15t6/138079.pdf (reviewing recommendations
made at Congressional hearings and in studies and reports in the 1980s relating to improving the
financial reporting system and audit effectiveness).

U.S. Government Accountability Office, Results in Brief from Accounting Firm Consolidation:
Selected Large Public Company Views on Audit Fees, Quality, Independence, and Choice, GAO-
03-1158, 1-4 (Sept. 2003), available at http://www.gao.gov/new.items/d031158.pdf (finding,
among other things, public companies’ switching auditors due to reputational concerns, audit fee
concerns, or corporate mergers and management changes and the reasons for public companies’
preference for employing the four largest auditing firms being the need for specific technical
skills, firm reputation, and firm capacity).

U.S. Government Accountability Office, Audits of Public Companies: Continued Concentration
in Audit Market for Large Public Companies Does Not Call for Immediate Action, GAO-08-163
(Jan. 2008), available at http://www.gao.gov/new.items/d08163.pdf (documenting current audit
market concentration, including that the four largest accounting firms audit 98% of the more than
1,500 largest public companies).

U.S. Government Accountability Office, Results in Brief from Public Accounting Firms:
Mandated Study on Consolidation and Competition, GAO-03-864, 1-7 (July 2003), available at
http://www.gao.gov/new.items/d03864.pdf (finding, among other things, auditor concentration—
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the four largest auditing firms audit 97% of all public companies with sales over $250 million—
and significant barriers to entry in the larger public company audit market for smaller firms).

U.S. Government Accountability Office, Results in Brief from Public Accounting Firms:
Required Study on the Potential Effects of Mandatory Audit Firm Rotation, GA0O-04-216, 1-10
(Nov. 2003), available at http://www.gao.gov/new.items/d04216.pdf (finding that most of the
largest auditing firms and public companies believe the costs of mandatory firm rotation
outweigh the benefits).

Peter J. Wallison, Hostages to Fortune: A Change in the Audit Certification Can Reduce
Auditors’ Risks, AEI FINANCIAL SERVICES OUTLOOK (Apr. 2007), available at
http://www.aei.org/publications/publD.25915 filter.all/pub_detail.asp (describing the need for
the Public Company Accounting Oversight Board to change the format of the auditor’s
attestation to reflect the reality of the audit).

Women Post Gains in Partnership Percentage, PuBLIC ACCOUNTING REPORT, 10-11 (Jan. 31,
2008) (noting that the percentage of female partners at the largest four auditing firms was 17% in
2007 and that the percentage of female staff exceeds 45% at the largest four auditing firms).

Arthur R. Wyatt, Accounting Professionalism—They Just Don’t Get It, ACCOUNTING HORIZONS,
Vol. 18, No. 1 (Mar. 2004) (identifying the reasons for the auditing profession’s failure to meet

market expectations and recommending, among other things, changing the “tone at the top” and
reconsidering compensation philosophies at the auditing firms).
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