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Uppsatsens syfte ar att skapa en battre forstietsp
samarbetet och rorligheten mellan var och en dyrde
stora revisionsfirmorna 6ver sundet. Detta med ett
huvudsakligt fokus pa revision.

Uppsatsens studie ar kvalitativ och utférd medphgi
intervjuer for att svara pa forskningsfragan; Hamarbetar
The Big Four éver Oresund och upplever de nagon
rorlighet?

Teorin om strategiska allianser, GATS modes och
institutionell kontext utgér den teoretiska refesemen.

Sammanlagt har atta intervjuer utforts med respatedea
var och en av de fyra stora revisionsfirmorna pdaba
sidorna av sundet.

Slutsatsen kan dras att dar ar ett tydligt samaripeim var
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skapar skillnader i kraven pa utbildning och aukfation.
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Abbreviations and definitions

DCCA
EU
IAASB

IASB
IFAC
IFRS
PWC

SINK
WTO

Aptitude test

Aptitude test

Statutory Auditor

The Big Four

The Danish Commerce and
Companies Agency

The Supervisory Board of
Public Accountants

The Oresund region

! The Big Four auditors (2007)

2 The DCCA - English version (2007)

% Revisorsnamnden (2007)

* EURES in cross border-regions (2007)

The Danish Commerce and Companies Agency
European Union

International Audit and Assurance Standards
Board

International Accounting Standards Board
International Federation of Public Accountants
International Financial Reporting Standards
PricewaterhouseCoopers

Sarskild inkomstskatt for utomlands bosatta
World Trade Organisation

Test to become a statutory auditéhénhome
country

Test to become a statutory audit@niother EU
member state, when already being a statutory
auditor in the home country

Refers to an individual authodZer practising
statutory audits, except from when the specific
Swedish and Danish titles are discussed

The four big audit firms in the worldeloitte,

Ernst& Young, KPMG and
PricewaterhouseCoopérs

“Erhvers og selskabsstyrefsen”

“Revisorsnamndén”

The capital-region in Denmardp@Ehhagen,
Frederikesborg and Roskilde) and Skane in
Swedef
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1 Introduction

The first chapter is intended to provide the readeéh an understanding of the area that
is investigated, the problem, the purpose of thesis and lastly a model overviewing our
research process.

1.1 Background

The first section will introduce the reader to tkeesund region, while the second part
will give a brief introduction to the harmonizatiand regulation of the audit profession
within Sweden and Denmark. Lastly the Big Four afidins will be introduced.

1.1.1 The Oresund region

The Oresund region consists of the capital-regioRénmark (Copenhagen,
Frederikesborg and Roskilde) and of Skane in Swedféith 3,5 million inhabitants, the
region is today one of the most populated areasmthe Nordic countries. The area
markets itself via e.g. the two cities Copenhagahlalmé and the vicinity to the rest of
Europe®

As early as in 1960 there was a discussion aboabh#ined Danish and Swedish city in
Oresund, with the name of Orestad. Due to theriiscand economic stagnation during
the 1970’s, the idea never became reality. In titead the 1980’s the idea was up for
discussion once again and in March 1991 the tw@gouents signed an agreement
about a fixed connection across Ores(iAd this time only 2000 people were commuting
across the straft.

The bridge was opened the first of July in the 28007 The usage was sparse in the
beginning and less than expect®tipwever the travelling has increased and last year
there were 14 000 people commuting across the.sti@ figure is expected to rise to
40 000 people in year 2020Since the opening, a total of 75 million peopleeha

® EURES in cross border-regions (2007)

® Bred samling kring utveckling i Oresundsregion2607)
" Historiska band éver Oresund (2007)

8 Flodgren et al. (1999)

® Historiska band éver Oresund (2007)

19 Gresundsbron — Historik (2007)

1 Halling (2007)
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traveled across the bridge and it is said thatrthabitants of the region make up three
quarters of the traffi¢?

1.1.2 The harmonization of accounting and auditingn Europe

During the last decade there has been a discussiaredia as well as in the world of
academics, about globalization of the world econamy its consequences; there among
the consequences for the auditing-profession. @g@mmnal harmonization of accounting
and auditing will get new demands for the audigingfession and the educatith.

The internal market is the essence of the Europkegon today. Since 1985, EU’s
institutes and member states have worked hardables and approve the hundreds of
directives needed to break down all bureaucratahrical, cultural, regulatory, legal and
protective barriers which restrain free trading &ne@ mobility. The Eighth Councll
Directive 84/253/EEG of 10 April 1984 is on the apyal of individuals responsible for
carrying out the statutory audits of accountingudnents:* The Council Directive
89/48/EEC was adopted in order to make it pos$irla citizen in one member state to
practice a profession in another member state plingose of this directive is to eliminate
obstacles for free mobility of people and servites.

The audit should guarantee the accuracy of thadmahinformation and is therefore
important to the industry as well as the publicdAung is a regulated profession in
Sweden and to secure the quality of the auditefeslator has set standards for the
auditor’s qualifications. In Sweden, the SuperwsBoard of Public Accountants covers
the international developments within the auditf@ssion. They take part in the work
done by the EU’s Audit Committee, who has developetual rules for the quality
control of auditors as well as set up minimum sgadsd for the independence of auditors
within EU*® In Denmark, the Danish Commerce and Companies éygemether with
Revisortilsynet are the ones to assure that thitgoéauditors and active registered
audit-firms are satisfyind’

1.1.3 The Big Four accounting firms

There is a degree of extreme concentration of p@andrownership in the accounting
profession which has no parallel to any other @msiten. A large portion of the members
of national or regional accounting institutes amg®yees of a few global accounting

12 Historiska band éver Oresund (2007)

13 Aggestam (2005)

14 Eighth Council Directive 84/253/EEG

!> Council Directive 89/48/EEC

18 Information om Revisorsnamnden (RN) och dess wenkst (2007)
" Revisortilsynet — Information (2007)

10
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firms having a significant impact on the professidfihe Big Four accounting firms are
Deloitte, Ernst & Young, KPMG and Pricewaterhousef&rs. The group was once
known as the Big Eight before a series of mergens. departure of Arthur Andersen
following the Enron scandal in 2001, leaves fougy d&ccounting firms. Corporations are
now required to use separate accounting firmsheir audit work and non audit services,
therefore the loss of the fifth firm has reduceel ¢bmpetition among the big accounting
firms and increased accounting costs for many tsi€n

1.2 Problem discussion

1.2.1 Problem summary

Denmark and Sweden are by the rest of the workehafeen as quite similar countries.
When looking at these two countries solely, diffexes are discovered in e.g. law, social
relations and how business is condudted.

In the Oresund region great efforts are being tageyet the Swedish and the Danish part
of the strait to cooperate and to benefit from eattler in the best possible way. The
integration does not solely come with positive teas and there are still areas where
resistance can be seen. One of the difficultiesrdsrain the area to function flawlessly
is languagé’ Theoretically, labour is supposed to be able twerfoeely between the
countries, but differences in law, primarily tawk sometimes make this probleméfic.
Additionally, the differences in regulation anddaiage do not only impact the region in
general, but also the profession and auditorsitgld conduct audits across the strait.

The audit profession has met an extremely fastdaveloping era the last decade.
Deloitte, Ernst & Young, KPMG and Pricewaterhousefers are global audit firms and
well-known worldwide. It is interesting to invesaitg each of the Big Four in terms of
how they interact in a cross-border area like thesGnd region and the general barriers
as well as the profession-specific barriers resitngithe interaction. The recent year’s
development both in the region and within the apdifession makes this investigation
legitimate. There is no particular research domeutithe Big Four in the Oresund area,
why our investigation contributes to a less redeadcarea.

18 Boyd (2004)

9 The Big Four auditors (2007)

2 Flodgren et al. (1999)

! 1bid

22 A single market for services (2007)

11
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1.2.2 Research guestion

How does each of the Big Four audit firms coopesatess the Oresund strait and do
they experience any mobility herein? — an invesiogeof the benefits and the restraining
barriers

1.2.3 Purpose

The purpose of our thesis is to create a greaerstanding of the cooperation and the
mobility within each of the Big Four across the §ined strait, with a primary focus on
auditing. The findings offer a mapping of the sfiea@ooperation across the strait within
each of the firms and the benefits it contributesvell as the restraining barriers. Further
the findings explain the level of permanent respedemporarily mobility of
professionals within each of the Big Four firms dinel barriers effecting it. Additionally,
our findings portray what is perceived to follow pyssible future harmonization, in our
areas of research.

1.3 Model explaining our research process

Since there is no previous research done regat@ig Four in the Oresund region,

we found it interesting studying the cooperatiod awbility within this area. We chose

to handle our research question in two aspectstifsive created an understanding of the
background, both in the region and within the apditfession. Secondly, we answered
our research question by carrying out interviewsictv we analyzed using three theories.

Effecting the professio Effecting the individua
« EU * General regulation
* National regulation * Education

* Harmonization * Culture

* Language

N\ /

How does each of Big Four audit firms cooperatessthe Oresund strait and do tl
experience any mobility herein? — an investigatibthe benefits and the restraining barrier

o

A

A

Empirical materie
* Interviews

A

Theory
» Strategic alliances
« GATS

e |nstitutional context 12
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2 Methodology

In this chapter we describe the methods we have aisé how we have approached our
research question. Thereafter the case study anavorking procedures are presented.
In the last part we explain how we have tried thiage validity and reliability and what
criticism can be held against our references.

2.1 Research method

2.1.1 Approach

The fast development in the audit profession olerast years early woke our interest to
study the Big Four and the internationalizationtiWhe bridge between Denmark and
Sweden in the year of 2000, the Oresund regior&as of current discussion. We
therefore decided to limit the scope of the thasihis area. After studying the Oresund
region and the mobility of auditors within Europee arrived at the problem and research
guestion you find outlined in chapter one. Ounahiperception does not only arrive from
the literature study, but is also intertwined wdéta perceived in 2006 from visiting the
Big Four at “student-evenings” during the autumn.

There are two different approaches to describdétygtdie deductive and inductive
approach. Both have been criticised for its shoniogs and it is said to be difficult to
conduct either a “pure” inductive or deductive stutiherefore it is today more common
to speak about the degree of openness in the dtiailg.taken in to account the
boundaries a researcher sets before the datdgésdathered and how the researcher is
open to new and unexpected information she hathooght about in advanég.

We would characterize our approach as partly andiie approach. When a researcher
gathers data using an inductive approach, shetti@ewithout any preconceived
thoughts in order to use this data to create neartes®* No research is done about the
Big Four in the Oresund region and we thereforeopen to new and unexpected data.
However to develop a new theory is not the purpdserur thesis. Instead we want to
contribute to an increased knowledge regardindgdpie. Nevertheless, we do have some
expectations and boundaries. These have beentbetheibackground of the
development in the region, the regulation as wefram earlier visits at the firms. When
having a deductive approach, the researcher cradateoretical framework later verified

% Jacobsen (2002)
24 Wallén (1996)

13



Interaction and barriers — the Big Four audit fiimshe Oresund region

by using data gathered from field resedthherefore our study also has a deductive
approach.

2.1.2 A qualitative study

There are two methods of conducting scientific aeste; quantitively and qualitively.
Which method to use is directed by the problem sargrand research question. A
benefit of the qualitative study is that it is mdeesic and open, which makes it more
flexible.?®

Since we did have a descriptive nature of our pgg@nd we needed in-depth empirical
data to answer our research question, a qualitatiwty would be the most appropriate
for us. The aim is to investigate the Big Four Brmore specifically, rather than the
whole market in general. We wanted to find out hbese experience the situation they
find themselves in. The chosen approach demandeglementing questions and
explanations, which motivates the use of a qualéanethod. The qualitative study is
also suitable since we wanted to be open for uretgganformation. If we were to do a
guantitative study, there is a risk that there \wdad issues not cleared out and the
understanding of the situation would not be as d8eme answers that we would have
received through a quantitative research methoddymnobably have been reduced in
comparison to the ones we receive through thetqtigg study.

2.2 The working procedure

2.2.1 Gathering of data

Since our focus is on the Big Four in the Oreswegian our units of analysis are these
four respective firms and in our study we wantedebrespondents from both sides of
the strait. Before doing the interviews we gathetath about theories that can be
applied, the integration in the region, today’suagon in the audit-area, both within EU
and the national regulation, as well as the harmogiof the accounting and auditing
principles. This data is presented in later chapfBEne collected data has been a useful
background and framework when conducting the inters.

2.2.2 Interviews
Our primary data collection source is our respotglefo receive the best possible
information it is important that the responderagsive and have experience in the area of

% Wallén (1996)
% Jacobsen (2002)

14
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investigation?’ Each unit of analysis contains many employeesmandanted to access
management in the organization to reach someoreownérsight as well as in-depth
knowledge in our area of research. In order toinhtee best information we contacted
the office-manager, if possible, and otherwisestinglent-adviser to get the name of the
most appropriate informed respondent. When comigi¢thiem the area of interest was
stated. Some requested further information antddmtwe sent our first draft of the
introduction to the thesis, resulting in the indivals most suitable were all partners and
statutory auditors who all are active within praies as well as in the area of interest.
These attributes makes them appropriate and welmed respondents. In order to
prepare if needed, the interview questions wastsetiem a week before the interview.

2.2.2.1 Type of interview

Our judgment is that personal interviews are thst bption. By doing that we would see
the reaction and behavior of the respond&hiavo of the respondents in Denmark
preferred to do telephone interviews. In the enctiaase to do all Danish interviews per
telephone as the other two respondents also fadundre convenient due to their
business schedule. The Swedish interviews were dotie offices of each firm. We are
well aware of that there is a difference betweenglpersonnel and telephone
interviews. When meeting the respondent in persemvauld probably get a closer
contact than with the respondents interviewed glephoné’?’

To receive the most usable information during therviews we tried to prepare
ourselves and the respondents as much as posséiang them to know exactly what
we were to investigate. In this aspect our undedstg is that we received the best
possible information from both the respondentsimg@erson and the ones interviewed
per telephone.

2.2.2.2 Structure

The interviews were semi-structured, which meaas $shme fixed questions were asked
at each interview” Complementing questions, explanations and dissosdliffered

from interview to interview. We are aware that thepondents have greater knowledge
and information regarding the area of research, wdyhose the answers to be totally
unstructured; the respondents were free to giv@nawer in his words and no ready made
alternatives were givet.By doing this we were open to the information tkeyld offer

27 Quattrone (2006)
8 Jacobsen (2002)

%9 |bid

%0 Lundahl et al (1999
%! Ibid

15
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and every respondent could give their point of vaawthe topic. We assume that we did
not restrict them in any way.

2.2.2.3 Performance

All respondents were asked if it was in order whtém to be recorded. One interviewee
asked us not to record him, which we of courseeesal. This interview was carefully
written down so that we would not miss any of theimation. The other interviews
were tape recorded and transcribed afterwards.oBygdhis we knew exactly what had
been said and could use the material through tledewhorking phase. We are aware of
that the recording might have had an impact oratissvers from the respondents. Even if
they were asked regarding the recording, they ntighie felt a bit uncomfortable and
formed their answers more carefully. However, @spondents have long experience in
the profession and are used to perform in frordtbér people, why we do not think this
aspect has lowered the quality of the informateceived.

The interviews with the respondents from the Swedtlisns were held in Swedish. The
fact that both we and the respondents could exgneés®lves in our mother tongue
helped us receive the best possible informatioe. Danish respondents were
interviewed in English. Even though Swedish andi§laare very similar languages we
did not want to be misunderstood or to misundetdstha respondents. Both we and our
respondents speak English fluently, so we do noktthat less information was gathered
or that the information received was less usalda the information from the interviews
done in Swedish. However, if the interviews weraducted in Danish, the respondents
might have developed their answers further, butighkeof misunderstandings would
have been greater.

2.2.2.4 Complementing information

In the case of questions arising afterwards or mairey and misunderstandings
regarding answers from the respondents, we hapas&bility to contact them for
further information by e-mail or telephone.

2.2.3 Data analysis

When we conducted the analysis, the transcriptiom the interviews was used as
working material and consisted of approximatelypé@es. The data gathered was quite
unstructured because of the semi structured metigets during the interviews.
However, dividing our interview questions in diéet headlines made it easier to later
structure the data into different categories.

16
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When analyzing the material we tried to find similas and differences both within each
firm and between them. We were very critical arldd@/e in what information that was
relevant to our investigation and did only pay rtiten to the information that had
connection to our research question. The theotdtenamework served as a reference
when analyzing our data, and later structured @audsion.

2.3 Validity and reliability

2.3.1 Validity

Validity is achieved by investigating the rightrigs, i.e. what we want to find otftBy
having fixed questions we prevented the interviewdver areas that were not important
to our investigation and in the analysis we onlyktonto account the information we
found relevant. To make our research valid we chimsgur opinion, the most suitable
respondents to interview. We have also in ord@ndrease the validity, sent out a draft of
the empirical findings to each respondent for thhemead through and return comments.

External validity is accomplished if the resultsid¢ze used in other circumstances apart
from the exact area that has been investigit@tie investigation specifically concerns
the Big Four but the results could also be traiadfierto other middle sized audit firms
that also operate in the region. It might be hatddransfer the results to firms in
different sectors because of the specific reguiatitat apply to the profession, however
parts could probably be usable. Since our reseagdrds the Oresund region, the results
will not totally be valid for other regions. Theteuld be different cross-border areas in
the world that are quite similar to the Oresundaegwhere our results are at least partly
applicable, e.g. The Benelux area. However, theispeircumstances and factors for

the area then have to be taken into account.

2.3.2 Reliability

If the results from the investigation can be reled reliability has been accomplished. A
sign of reliability is when the investigation ca@ fperformed ones again with the same
results® To accomplish reliability everything has beencslyidocumented during the
process, we have clearly described our researdhoaetand procedures and our
respondents are highly reliable in order for thelgtto be able to be redone with almost
the same result. However, important to mentiomad the information gathered during

32 Jacobsen (2002)
33 bid
3 bid

17



Interaction and barriers — the Big Four audit fiimshe Oresund region

the interviews could partly be the personal opisiohthe respondents. Different
respondents could have resulted in slightly difié@nswers and results.

By using these procedures, approaches and anabtt®ds we hope that the survey is
found reliable and valid. Finally it is up the readio judge whether she thinks this has
been accomplished or not.

2.4 Criticism of the references

Most of the information used in our thesis has hadrlished recently but some
references are a quite old. In each case we caesldethey were still valid.

Internet contains an enormous amount of informattyone can create a website and it
has to be carefully considered whether the infoionas reliable. Some references used
is taken from the internet and we have been vemgfgbabout validating them and
selective about which websites not to use. Stilhaee found, that even highly reliable
references like the website of EU, contains inadriformation. While we are aware of
this, we have tried to gather information from nhpptimary references and to
investigate more than one reference to confirmrifegmation used.

18
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3 Theory

This chapter presents the framework used to anahegathered information. The first
part discusses cooperation as a strategic alliawatin a network, the second will
present GATS and the four modes in order to defiokility. The last part presents the
institutional context effecting the mobility.

3.1 Cooperation as Strategic Alliance within a Netark

3.1.1 Strategic Alliance

A strategic alliance is a formal relationship betwéwo or more parties. While
remaining independent, organizations try to puesset of agreed upon goals or to meet
a critical business need. The alliance is a codjperar collaboration aiming to create
synergy effects. Here, each partner hopes thdighefits from the alliance will be
greater than those from their individual effofts.

The business world today is becoming more and momglex. Technology, regulation,
the area where a company is acting, mergers datwrsasing all the time. For a single
company it is hard to meet the competition by ftSBb be able to perform better than on
its own, many choose to cooperate. The successahpany often depends on strategic
alliances and cooperation with others. The receat’y extreme development towards
globalization increases the need of internationaperation. The form of cooperation has
shifted from traditional joint ventures, where gdbrms seek local partners, to strategic
alliances between global rivafs.

The reasons for a company to enter a strateganati may be as many as there are
alliances, but some crucial causes are risk reacability to enter new markets, cost
reduction and increased service to the custometsalNalliances are successful;
conflicts of interest, culture, language, lack edponsibility and poor planning are
aspects that can cause faildfe.

There are different ways alliances can be cre&ethe are vertical, e.g. between
suppliers and buyers, while others are horizontedne the same kind of companies are
cooperating. Essential is that the members in il@nee are still separated companies

% Strategic alliance (2007)
3 Dadfar (2006)
%" Ibid
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that do not merge and who are driven by their awerest. The members expose
themselves to some risk, but they think it is wattle because of the long-term benefits
they are expecting to reap. The trust between #malmers must be stronger than the risk.
There is often a reason why the members do not ardemplete partnership through a
merge. It might be too costly or the differences goeat, but the companies still think
they can benefit from cooperatifglt is important that there are some differences
between the allied; otherwise they do not havehingtto offer each othér.

A fundamental part for a company that wants to sedglobally is knowledge.
Competitive advantages are depending on the cortgahliity to create, transfer, utilize
and protect knowledge, which strategic alliancedifate. There is often a limit of how
much knowledge a company can create. When this ismeached one of the most
efficient ways of breaking the barrier is to eraestrategic alliancé.

3.1.2 Network firm

Firms frequently form associations together withestfirms. There are firm associations
ranging from ones created to facilitate referratkyovhere the firms commonly be
referred to as correspondent firms, to firms wherape under a common brand name and
have common audit methodology and system of quedititrol. When a firm practices
under the same firm name as other firms in a lasgercture, it could be considered to be
a network firm?*

3.1.3 Strategic Alliance within a Network

Strategic alliances are often seen as a cooperatioollaboration between two
companies, remaining independ&nEirms practicing under the same firm name as other
firms in a larger structure could still be seemn@ependent firms. Within a network,

these independent firms can later choose to ceesti@tegic alliance. Being in a network
of firms does not indicate that there is a relabetween these firms with such a strong
connection as within a strategic alliance. The twas within the network already
experience synergy effects and later creatingadesiic alliance will strengthen or

increase these synergy effects. However creatsigagegic alliance is voluntary.

3 Gomes-Casseres (1999)

39 Canestrino (2004)

“% Ibid

*1 Definition of Network firm (2007)
“2 Strategic Alliance (2007)
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3.2 Defining Mobility through GATS and the four modes

GATS (General Agreement on Trade in Services) edtaito force in January 1995. It
was inspired by creating a credible and reliab&tey of international trade rules to
ensure fair and equitable treatment of all paréiois (principle of non-discrimination),
stimulate economic activity through guaranteedgydtindings and promote trade and
development through progressive liberalization. GAfclude all services with two
exceptions; services supplied in the exercise ségunental authority and services
effecting air traffic rights or services relatedthe exercise of such rights.

To define mobility and the trade within the auditimarket we have chosen to look at the
four modes of supplying services distinguishedheyGATS:

1) Cross-border supply. This covers services flowmftbe territory of one member
into the territory of another member (e.g. banlgegvices transmitted via
telecommunications or mail).

2) Consumption abroad. Here referring to situationr&tgeservice consumer moves
into another Member’s territory to obtain a servieey. a tourist).

3) Commercial presence. Here it is implied that aisersupplier of one member
establishes territorial presence through ownershipase of premises, in another
Member territory to provide a service (e.g. a damesibsidiaries of a foreign
company)

4) Presence of natural persons. Here referring to \@haendividual of one member
state enters the territory of another member tplyum service (e.g. auditors).

It is the fourth mode that is applicable to theibptbfession, why this is the mode that is
interesting to our study.

3.3 The Institutional context effecting the mobiliy

The institutional theory is used to explain the dads set on the corporation. To survive
the corporation can not just be efficient it musbae legitimate. The corporation is a
part of a social context where its behavior is gdi@py others. Legitimate demands are
often so stable and a part of society that thepimes institutions. There are three
different ways to percept institutional structures.

3 The General Agreement on Trade in Services (GAZG)7)
44 H
Ibid
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1) Regulatory structuresthis perspective explains institutions as an ewtier
framework usually constituted by laws, agreementsragulation.

2) Normative structuredere institutions shape the behavior through d kih
mutual ethics. A profession is an example of afituntgon working this way.

3) Cognitive structuregCognitive has to do with knowledge and recognition.
Individuals are given a conception of the world evhis used to understand the
world around one.

As a conclusion the regulatory perspective helpsais at the role formal rules and laws
plays for a corporation, the normative focus onrtheual norms and values while the
cognitive focus on mutual conceptiofis.

We have chosen to use the institutional contegegrribe the different forms of
institutions effecting the mobility.

3.3.1 The institutional context

The institutional theory can be used to describerapany’s context, an institutional
context which effects the possibility to take actiti is possible to effect the institutional
surroundings by creating an institutional environtrt@at fits the company better; e.g.
some industry companies have created their owrr@anstitutions or education
institutions. Another strategy would then be tcateea more direct influence on e.g. the
legislation process. Four types of institutionshia surroundings of the corporation are
presented belowf

1) The government and other political institutions

The government’s influence is normally understdooagh the regulatory perspective,
but can also have a more normative or cognitive.ralstrong government is a condition
for a well functioning economy. The government ttamough the legislating, the
executive and the judging power guarantee thaetisee.g. national and international
regulation for the economic participants in the keaf’

The country-specific auditing institutions is séadmake up the largest mobility barrier
between national audit research markets. Countgip auditing institutions refer to
the different regulation, laws and standards falitaus and audits in the European
countries. There are significant differences stiilsting despite the harmonization efforts
made within the EU; differences regarding the etlonaof auditors, the responsibility of

5 Nygaard (2002)
4% |bid
47 Ibid

22



Interaction and barriers — the Big Four audit fiimshe Oresund region

the auditor, auditor liability, additional servicémt is allowed to be provided by an
auditor and the rules of independefite.

2) Professions and trades
The professions influence is mostly normative, dar also be more regulatory as for
example when designing mutual binding rules. Thdgssion has a great influence on

the individuals and organizations through the fiegtiion and standardization processes
used?®

The most dominant characteristic for the auditingfgssion is the common knowledge
base, which later is formally tested. The knowledgse and above all the formalized
education process are important to the profesSion.

3) Other organizations
These can work as institutions as well when theselgmined a special status in relation
to the company*

4) The culture
Companies should consider the deep conceptionassuimptions within the society
where the corporation .

Language barriers between the European countiesarseen as trivial. There is no
common language within Europe for teaching and rrezsthing in auditing in the
European countries is done on their native languidgevever, it could be seen as a
possibility to introduce teaching auditing in Esgliwithin the Nordic countrie¥.

“8 Maijoor et al, (2000)
9 Nygaard (2002)

*0 Artsberg (2005)

*1 Nygaard (2002)

*2 |bid

>3 Maijoor et al. (2000)
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4 Integration and barriers

In this chapter we present the data collected ablo@tintegration, in order for the reader
to get an understanding regarding the Oresund regind the general barriers effecting
the mobility of individuals.

4.1 An Introduction

The bridge is obviously of decisive meaning wheeoines to in what extent the labour,
living and business world in the Oresund region icéegrate to a coherent area. It is not
solely material resources and an integrated pahat are needed if the inhabitants and
the trade and industry are to accept the Oresugidmas a commercial integrated atéa.
The inhabitants have to find it attractive to m@eeoss the strait and the trade and
industry has to find it both attractive and praatisossible to do business in the region.
However, the most difficult aspect to achieve & thucial need of a feeling of belonging
together between the two nationalities in the negibthe gap between Denmark and
Sweden is too large and the willing to decreaseoiiow, the integration will be hard to
accompliste®

The fact that Skane has had a strong connectiBenmark in the past might contribute
to the feeling of similarity between the two natidn the region’ Also in an

international point of view, Sweden and Denmarkrse&o be rather similar. However,
there are quite a few differences that matters véheomparison is done between just the
two of them. The differences that have been preskintthe references used, appear to
mostly be regarding culture, language, regulatiah @ducation, why these are discussed
below.*® It is very important to consider whether theséedifnces are real or if they are
just prejudices. It is up to every individual teate her own understanding regarding the
following statements.

** Lindahl (1996)

%5 Flodgren et al. (1999)

%% |indahl (1996)

>’ Region Skane — Fran dansk till svensk (2007)
*8 Flodgren et al. (1999)
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4.2 Culture

Fundamental, regarding the culture, is that SweshehDenmark are more similar to each
other than to e.g. an Asian country. Many peoplebe there are no or few differences
between the Swedish and Danish people, which eesuthat when differences are
discovered they feel much larger than they in et According to the references used,
Swedes tend to have larger problems with the iatemr and experience more differences
than the Danish people. However, the Swedes seam positive to Denmark than the
Danish do to Sweden and there are more SwedisHgpeommuting to Denmark. One
reason for this could be the fact that the cap#al be found in the Danish part of the
region, while Malmo is the third largest city in 8gen and therefore does not have as
many governmental authorities as Denmark in thae8re

4.2.1 General differences in the business climate

The references used also states some generakdifs in business climate between
Denmark and Sweden. The Swedish people tend tabe structured and careful in their
business doing than the Danish. In Sweden the pigiphase of a deal is very important,
while Danish people tend to solve problems whegy teeur in a form of learning by
doing. A consequence of this is that Swedish pefipdethe Danish to be unpredictable,
while the Swedes appear more slow and inflexible.

Swedish people seem to be more bound to their coypa employment is seen as a
security. In Denmark it is more the profession traates a security and colleagues tend
to be more competitive and to care for their owsifien more in Denmark. In Sweden
the organization often are highlighted insteachefindividual and the employer takes a
larger responsibility regarding the development etidcation of the employees. While in
Denmark it is a sign of weakness if the employey toacare for the development of the
employees™*

The Swedish business climate is sometimes seesnadd with a high grade of
democracy and decentralised organizations. Meetirgfeld where the whole
department participates and everybody is alloweskpyess their opinion. The Danish
climate is, on the other hand, seen as more majered with hierarchy and more clear
communication, where the management takes theidesithat have to be followed.
Titles are also more common used in Danish compéhie

*9 Flodgren et al. (1999)
%9 |pid

®L |pid

%2 Hofstede (1980)
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4.3 Language

Overall Swedish and Danish people understand et better than other more unlike
and foreign countries. One of the largest problezgsrding language that occur is that
the two nationalities think they understand eadteobetter than they in fact do. Swedes
seem to have greater problems understanding Ddrasithe other way around. The
language is a crucial part of the integration. Mamyds that are similar in the two
languages mean different things, why misunderstaysdoften occuf?

4.4 General Regulation

Also in the regulation area Sweden and Denmarkjaite similar in many aspects;
however, there are some important differencesddiatcause problems. Here presenting
the most significant differences, effecting indivads that work across the strait.

4.4.1 Tax

An outstanding difference when it comes to ta& Sweden has higher social fees, but
lower income tax than DenmafkA Swedish employer needs to pay approximately 33 %
in employment taX> while in Denmark the employees instead have to pay
“arbejdsmarkedsbidrag” of 8 % and pension of 1 %hefsalary’® This result in the

Danish employer being able to pay a higher saladyaaconsequence of that is that there
are more people commuting to Denmark than to Sweaaeking, since this often makes

it more economic favourable to work in Denméfk.

In the year 2003 Denmark and Sweden signed a t@eagent that is supposed to
increase the integration of the labour market earggion and to make things easier for
the inhabitants that are commuting across thet sirhé agreement is a complementing
appendix to the tax agreement between the Nordiotces and is regulating the special
circumstances that occur when people commute atitessrait. It is supposed to erase
double taxation of income and capital and all con@raishould be treated the same way.
A significant part in the agreement states thandividual only have to pay income tax

in the country where the employer are located, €év&me is working at home a part of
the week. All pension payments are to be madedarctuntry where the employee lives,

% Flodgren et al. (1999)

% Socialavgiftslagen §26 (2007), Jobb i Danmarkerasskillnader i principer i léneavtal (2007)
5 Socialavgiftslagen §26 (2007)

%6 Att starta foretag i Danmark (2007)

®”pendling i Oresund (2007)
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which applies both for commuters and for people Waee moved across the border, and
deduction of the bridge fees are also allowed. Befbis Danish people who worked in
Sweden paid 25 % SINKtax, but since the new agreement is in force gtipemple are
subject for the normal taxation in Swed®n.

During the spring 2007 the four year old tax agreetnis to be revised. Denmark seems
to have benefited more from the agreement than &whkds. The tax authorities in
Sweden will in June this year present their neveieer of the agreement and the
government will consider the changes to be nfide.

The relatively costs for an employer in Copenhagspective Malmo (in the same
currency)’*
Swedish rules Danish rules

Vacation compensation ance
Employment tax incl. employers pension payment
Pension payment

Net salary Net salary

The squares at the bottom shows that the salargrtipdoyee has left, when tax and fees
are paid, are a bit higher in Copenhagen. The twg squares together are the gross
salary, which are approximately 1/3 higher in Cdayen. The whitequares shows the
payments the employers have to make, which aréfisigmtly higher in Malmo’?

88 Skatteverket — Anstéliningsinkomst (2007)
%9 Lag (1996:1512) om dubbelbeskattningsavtal melnordiska landerna, bilaga 4 artikel 5
9TV 4, Nyhetsmorgon, Halland Oresund, (2007-05-07)
2 Jobb i Danmark — Stora skillnader i principerrigavtal (2007)
Ibid
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4.4.2 Employment law

A difference regarding employment agreement is ith&weden most of this area is
regulated in law, while in Denmark they still regid many of these questions through
collective agreements. Other differences that @andied are that Sweden have higher
grade of employment security and the possibilityaing time off from work e.g.
because of sick children. The number of workingreqer week is lower in Denmafk.

4.5 Education

4.5.1 The Bologna process

In 1999, 29 European countries, today increasédisigned the Bologna declaration.
The declaration is a cooperation betweens the ceantvhich is supposed to strengthen
the European mobility, the employment and the cditipeness and attractiveness as an
education-continent. Through this process, eduesta university level in Europe, are
becoming more similar; e.g. European standardbeirg implemented for credits and
joint-degrees?

4.5.2 The University of Oresund

The University of Oresund, which is the name ofib®ersities (4 in Sweden, 8 in
Denmark) in the Oresund region and the cooperdkitween them, was founded in 1997.
150 000 students and 11 000 researchers as wallsaigess representatives, authorities
and other organizations are tied to the univer3ibe purpose is to increase the
cooperation between the member-universities amntdgate a homogenous transnational
picture against the rest of Europe. It is suppasddcilitate for students and researchers
within the region to be able to study or work ay ahthe member-universities. The aim
of the cooperation is to make the member-univesstronger and more attractive
together than they are on their own. The quality effiectiveness of the education and
research are believed to increase because of tieeggyeffects that are achievEdThe
university becomes a learning organization whichtgbutes to make the area a learning
area’®

Despite this cooperation, the Swedish and Danisretsities still differ in some aspects,
e.g. the credits and the grades. However, the Balpgocess contributes in this

3 Oresund direkt — Anstallningsvillkor (2007)
4 Bolognhaprocessen (2007)

S @resundsuniversitetet (2007)

8 Flodgren (1999)
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development and the two countries will probablydree more similar in the futufé.The
University of Oresund is said to have a great aiice over the fact that the integration of
the trade and industry in the area has improvedaam@xpected to continue to do’8o.

" @resundsuniversitetet (2007)
"8 Lindahl (1996)
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5 The regulation of the audit profession

In this chapter we want to present a backgrountbdéy’s international and national
regulation within the audit profession, to createwnderstanding for the influence it has
on the research question. The first section disesifise regulation within the European
Union and in the second part the national regulatwithin both Sweden and Denmark is
described. In the later section we present the loaization of the accounting and
auditing principles.

5.1The European Union

5.1.1 Free movement of services
As early as 1946 Denmark and Sweden agreed toahmiet labour-market. The other
Nordic countries joined a few years later and tottheyagreement is replaced with the
EG-regulation about free mobilify.

To facilitate the free mobility of people the EUshaccepted rules about mutual
acknowledgement of examination and professionalifgpzions. These rules are set up
to facilitate for individuals who would like to prtice their profession in another EU-
country, even though the profession is regulatatierhost-country. The basic principle
is that when being authorized to practice the @i in the home-country it should
also be possible to practice it in the other menshbaties. The member states are only
allowed to reserve those professions that conaemeskind of exercise of authort§.

EURES was founded in 1993 to facilitate the mopiiitr people within Europe. EURES
is a cooperation of the European Commission anguabéc employment services of the
EEA-member states and other partner organizationgoss-border regions EURES
plays an important role in providing informationwsll as solving problems relating to
cross-border commuting which employees and empdogen experiencg. Today there
are a total of 20 EURES cross-border partnershiffimEurope® The cross-border
partnership in Oresund was set up in 1997 and deslactivities to help employees and
students as well as employers who wish to recroibfthe other side of the strét.

9 Stahl (1992)
8 EU-upplysningen — Erk&nnande av examina och ydmagletens (2007)
8 EURES — What can EURES do for you? (2007)
:2 EURES in cross-border regions (2007)
Ibid
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5.1.2 The single market for services

The EC Treaty, which regulates the freedom to éstabnd provide services on a cross-
border basis and mutual demands for qualificatiotihé accounting profession in
Europe, has existed since 1957. However, therstiéirbarriers that prevent auditors
from providing their services anywhere in Europenakmonization of the profession is
impossible today and at the moment, the differemtesgulation, education, ethical
values etc. have to be accepted. A single Europeaket will not exist until legislation
favours free movement of auditors and their sepsghout losing the accounting and
auditing standards that protect the public inteféstblem is that the world sees Europe
as one market, but in fact the countries withindper are often not similar at all and
many different sets of standards are used withérréigion®

The internal market is the essence of the Europedon today?® Services are crucial to
the European internal market and the two principgral are the principles of freedom
of establishment and free movement of servié&ince 1985 EU’s bodies and member
states have worked hard to establish and apprevieuhdreds of directives needed to
break down all bureaucratic, technical, culturegulatory, legal and protective hindrance
and barriers which restrained the free trading feeel mobility. According to the
European Commission the internal market has sif88 treated 2.5 million new jobs
and led to 800 million in increased prospefity.

By bringing down barriers and simplifying existinges the single market is all about
making it possible for everyone in EU, individuaiensumers and businesses, to make
the best out of the opportunity to get direct as¢e27 countries and 480 million people.
The cornerstones is said to be the free movemameale, goods, services and cagial.
Services are critical to the European Internal Markuropean companies have freedom
to establish themselves in other member stateraedidm to provide services on the
territory of another EU member state; these twdreéprinciples governing the internal
market of services. The principles are set ouhénEC Treaty’

The overall internal market for services is notwerking as well as it should. Despite
progress in some specific service sectors, moteoprogress in the internal market has
occurred in the goods markets. It has been cleaoime time that there is a need to

8 Hegarty (1993)

8 Qversikt av EU:s verksamhetsomraden — Inre magm#&2007)
8 A single market for services (2007)

87 Oversikt av EU:s verksamhetsomraden - Inre marn2007)
8 General policy framework (2007)

89 A single market for services (2007)
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improve the functioning of the internal market @ndces’ There are some non-
economic obstacles that need to be removed. Otiesé is the member states
unwillingness to accept each others standards amdsnand to admit their professional
gualifications. National tax systems are also @i@nce in the effectiveness of the service
markets. The member states as well as the Eurdpaaamission are aware of the dangers
and there are corrective actions being taken, @binyan even pace and not for all
sectors?

5.1.3 Recognition of higher education diplomas angrofessional qualifications

The council directive 89/48/EEC was adopted in ptdenake it possible for a citizen in
one member state to practice a profession in anatbenber state. The purpose of this
directive is to get rid of the obstacles for freehility of people and service¥

The professional qualifications consist of the gahgystem and the specific sectors,
where the regulated professions are among the glesystem. We can find that statutory
auditor are among the regulated professions in 8wadd are covered in the directive
diploma 89/482 This directive is “on a general system for theoggttion of higher-
education diplomas awarded on completion of pradess education and training of at
least three years' duration” (council directive4BEEC)%*

For those professions for the pursuit of whichabemmunity has not laid down the
necessary minimum level of qualification, the mendiates themselves reserve the
option of fixing this level. This with a view to gtantee the quality of the services
provided in their member state. It is requireddthimember states to take into account the
gualifications needed in another member state laedafter determine if these
qualifications correspond to the qualificationsuieed by the member state concerfied.

When the individual's qualifications do not corresg to the qualifications required by
the member state it is necessary to set limitshtatwthe member state can require from
the individual concerned in addition to the higleeucation diploma. An aptitude test
may also be introduced in place of the adaptateriod. This is a choice that in principle
should be made by the individual concerned. Becatifee nature of certain professions

% A single market for services (2007)

1 Qversikt av EUs verksamhetsomraden — Inre markné207)
%2 Council Directive 89/48/EEC

9 Regulated professions (2007)

% Council Directive 89/48/EEC

% |bid
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the member state must be allowed to prescriberétieeaptitude test or the adaptation
period under certain conditioris.

5.1.4 The Eighth Directive

The Eighth Council Directive 84/253/EEG of 10 Ar884 is on the approval of
individuals responsible for carrying out the statytaudits of accounting documenifs.
The directive is often called the “auditor direetiand is one of the harmonization’s
directives in the area of company [&WTIhe Eighth Directive harmonizes the minimum
standards set on the auditor. The directive exlyreays that it “does not cover either the
right of establishment or the freedom to providevises with regard to persons
responsible for carrying out the statutory auditaazounting documentsThe purpose

of the directive is to protect the shareholders,dmployees, the third parties as well as
the public in the member stats.

The directive sets minimum standards for the stayrauditor when it comes to both the
independence and the professional qualificati®@hs. introduction of the directive should
not imply reduction of the national rules and regioh in the member states according to
the committee. The directive involved a lot of chparior the member states and therefore
it contains regulation that makes it possible fe tmember states to in certain cases
approve an individual who does not fulfill the re@ements set by this directivé’

Article four of the directive contains the minimiwgualifications of education. The first
term is that the individual in concern has quatifier university studies and the second
has passed the theoretical education at a uniydesitl. This education should cover all
the different subjects in article six. As a thiedrh a practical education should be passed,
this education should last three years accordiragtiole eight. The fourth and last term is
that an examination should be made by the autbsifti The examination will test the
becoming auditor’s professional competence asasgelheoretical and practical
knowledge. The practical and theoretical partscarsidered equally importatt

By article eleven it is said that the authorityoimle member state can approve an auditor
who has acquired her qualifications in another mamnshate as long as they can confirm
their qualifications and a qualified authority canfirm that their qualifications are

% Council Directive 89/48/EEC
7 Eighth Council Directive 84/253/EEG
% Slutbeténkade av Revisorsutredningen (1993)
% Eighth Council Directive 84/253/EEG
100 [
Ibid
101 |hid
102 |pid
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equivalent with the ones needed in the member.skais article makes it easier for an
auditor to practice auditing in another courltf¥.

It is said that the Eighth Directive has led toeg@n amount of harmonization, but there
are still important differences. It has been appiatigat there is no common understanding
within EU of the content of the different coursesgented in article six, which is a part of
the theoretical examination. The European Commmsisas in 1996, made studies which
show that there is no European market for audiices and the national audit markets
function mostly as separate markéts.

5.1.4.1 The modernization of the Eighth Directive

In 2004 a draft of the modified Eighth Directive syaresented by the EU commission.
The purpose of the modernization was to achievi®unirules and standards for auditing
as well as quality control and supervision of amditon the mutual capital market. There
is influence of the American legislation in the ndinective and it is effected by the
debate of trust followed by the international saadn the audit profession. This has
caused the directive to deeper handle areas amahtmntrol and interim financial
statements$®

In 29 June 2006 this directive takes effect andfeethe 29 June member states shall
adopt and publish the provisions necessary to cpmiph this directive:®®

5.2 National regulation

An audit is supposed to add accountability to tharfcial statements of a company. To
be able to do this, an auditor has to have progecation, training and experience. In
most countries the authorities take responsiliitgssure that people who call
themselves statutory auditor has fulfilled cer@d@mands, which make it possible for the
public to rely on the work they are performing.gEjithe education has to have a special
content. Second, the training an auditor needsdedloe can perform as a statutory
auditor needs to reach a certain extent and thispecial test has to be passéd.
Regarding these demands, Denmark and Sweden idifferme ways, which can be seen
below.

103 Eighth Council Directive 84/253/EEG
194 Green Paper (1996)

195 Brannstrom (2004)

19 Directive 2006/43/EC

197 Eighth Council Directive 84/253/EEG
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Even if these demands are met, can the public fgetkat the competence is enough until
someone is failing or is there a need of ongoingitodng?°® Here the Supervisory
Board of Public Accountants in Sweden and Revisgriet and The Danish Commerce
and Companies Agency in Denmark play an importaletas supervisors.

5.2.1 Sweden

5.2.1.1 The Supervisory Board of Public Accountants

Supervisory Board of Public Accountants is the goreental authority responsible for
the examination of the applicants to the professiach for the supervision of auditors and
registered audit-firms in Sweden. Swedish law detaam ongoing quality control of the
profession. The Board therefore has to make sueaiditors meet the demands of quality
and ethical behaviour. One part of this qualityuagsce is that an approval or
authorization only is valid for five years. If theditor wants to be reauthorized, she has
to be active within the professidft

The Board investigates auditors that have recesemaplaints from clients, the general
public or authorities. It also initiates its owrvastigations when concerns regarding an
auditor appear in e.g. media. There are threerdiftedisciplinary sanctions that can be
accomplished: reminder, warning or withdrawal & tfualification. A warning can be
combined with a penalty fe&°

The Supervisory Board of Public Accountants is atsponsible for that the ethical
guidelines and the audit standards are satisfaatmyadequaté’ However, this does not
mean that the Board are developing and producamdstds. It relies on the
recommendations that FARSRS are issuing. In the ttessBoard disagrees with these
recommendations it makes its own interpretations. furthermore in charge for the
supervision of the international development wittia profession. It participates in the
work done by the audit committee in EU. The Boavdperates with different supervisory
authorities in Scandinavia, Europe and the regtefvorld*?

5.2.1.2 Demands to become a statutory auditor
In Sweden there are two different levels of auditapproved and authorized. There are
specific demands for what the education has toatoiftyou want to achieve one of these

198 Flint (1988)

199 Revisorslag; (2001:883), §§3-4, §18

110 Revisorslag; (2001:883), §32

11 Revisorslag; (2001:883), §3

12 The Supervisory Board of Public Accountants — Rulphality control in Sweden (2007)
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titles. To become an authorized auditor, the exatin to become an approved has to be
passed'™® These examinations take place twice a year andxdminee has to achieve 75
% correct answers to pass.

The education that is required to become an apgrauditor in Sweden is the following:
» Bachelor degree containing 120 credits, three yefitdl time studying,
concentrating on business economics
» Three years of practical experience, superviseanbgpproved auditor
« Passing of the test to become apprdted

Requirements to become an authorized auditor:
» Bachelor degree containing 160 credits, four yeéfall time studying,
concentrating on business economics
* Five years of practical experience, supervisedrbgighorized auditor (the first
three years the supervisor is allowed to be ancaeor auditor)
« Passing of the test to become authoriZed

5.2.1.3 Aptitude-test

The Supervisory Board of Public Accountants arrareyéest each year for auditors who
have the qualifications to practice auditing intdweo EES-country and would like to
obtain an authorization or approval in Sweden. fAdmessary qualifications to take this
test are to have a foreign certificate to carrytbatstatutory audits-’ The test is
composed by the examination board of the SuperviBoard of Public Accountants and
the examiner is Claes Norberg, professor in busiteg at Lund University. The test is
taken orally and lasts for six hours during one.day

The purpose of the test is to guarantee that tieggio auditor has the necessary
knowledge in Swedish law needed to carry out staguaudits in Swedeh? The four
subjects covered in the test are business lawpfdaxation, association law and
accounting-*

3Revisorslag; (2001:883), §§4-5

14 The Supervisory Board of Public Accountants — Rulphality control in Sweden (2007)
115 Edrordning (1995:665) om revisorer, §5, Forordr@@01:958) om revisorer, §5

118 Edrordning (1995:665) om revisorer, §6, Forordr@@01:958) om revisorer, §6

117 Revisorslag; (2001:883), §§6-7

118 Revisorsnamnden

119 Eérordning (1995:665) om revisorer, §3

120 Revisorsnamnden
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In Sweden a total of five auditors have taken tinés and four out of five has a positive
result. The four come from Finland, Norway, Greatdn and the Netherlands, while the
individual with a negative result comes from Firdaft

5.2.2 Denmark

5.2.2.1 The Danish Commerce and Companies Agency

The Danish counterpart to the Supervisory Boarfduddlic Accountants is the Danish
Commerce and Companies Agency, DCCA (Erhvers akales$styrelsen in Danish) and
Revisortilsynet. The DCCA is the authority for rggation of Danish businesses and it is
responsible for the legislation that regulatesresses, like The Companies Act and the
Company Accounts Act?

The DCCA handles the administration and examinatioregistered and state authorized
auditors in Denmark. It is also the DCCA that apptiie members of Revisortilsynet.

5.2.2.2 Revisortilsynet

Revisortilsynet are the ones responsible for tipesusion of the registered and state
authorized Public Accountants and registered dudis in the country. The association
consists of one chairman and eight other membeichvene being appointed for four
years. Two of the members have to be state audtbaaditors, two needs to be registered
auditors and four should be representing the uddisancial reports. In turn these
members appoint the ones who will perform the stipien and these are appointed for
five years:?* Their task is to assure that the quality of audiend active registered audit-
firms is satisfying->> The quality controls of the registered firms ar¢ake place every
forth year, and in special cases every sixth y&aRules for how the controls are to be
performed are prepared by Revisortilsynet togethér the Danish Commerce and
Companies Agency?’

5.2.2.3 Demands to become a statutory auditor
Just as in Sweden there are two levels of audmhdenmark, registered and state
authorized. A registered auditor is allowed to wanth small and medium sized

121 Norberg, respondent (2007)

22| ov om statsautoriserede og registrerede revigat#4), chapter 9 §§14-15
123 | ov om statsautoriserede og registrerede revigaag4), chapter 9 §3, §15
1241 ov om statsautoriserede og registrerede revigat#4), chapter 9 §15

125 Revisortilsynet — Information (2007)

126 | ov om statsautoriserede og registrerede revigaag4), chapter 9 §14

127 ov om statsautoriserede og registrerede revigat#4), chapter 9 §15
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companies, while a state authorized is allowedddwith companies of all sizes
including international companies and companiegeglion the stock exchan{@.

Another difference, in comparison to Sweden, i$ beoming a registered auditor is not
a step on the way to become a state authorizetalhshis has to be decided in advance.
The tests that have to be passed take place oyezr and consist of one oral and one
written exam-?°

The education that is required to become a reggtpublic accountant in Denmark is the
following:

« HD-uddannelsen (Ehrvervs og ledelse gkordniour years of part time-
studyingor HA-uddanelsen (Almen Erhvervsgkondi)i Three years of full time
studying?

« 60-75 ECTS credits of Cand.Merc.Aud-uddannelse (¢FA

» Three years of practical experience at an offica stfate authorized or registered
public accountart*

« Passing of the qualification-exam to become reast&’

Requirements to become a state authorized puldmuatant:

« HD-uddannelsen (Ehrvervs og ledelse gkordiniour years of part time-
studyingor HA-uddanelsen (Almen Erhvervsgkondi three years of full time
studying

» Cand.Merc.Aud-uddannelse (CMA) two years of futhéi studying or 3-4 years of
part time studyint’®

» Three years of practical experience at the office state authorized public
accountarit®

« Passing of the auditor-exam to become state améubi?

zz The DCCA - Bliv statsautoriseret eller registressisor (2007)
Ibid
130 copenhagen Business School — Ehrvervsgkonomistudtiannelse p& CBS (2007)
131 copenhagen Business School — Alle Bacheloruddserf2007)
132 Bekendtggrelse om kvalifikationseksamen for registle revisorer (2003), chapter 1 §2
133 |bid, Spoerg din revisor (2007)
134 The DCCA - Bliv statsautoriseret eller registresstisor (2007)
135 Spoerg din revisor (2007)
136 copenhagen Business School — Ehrvervsgkonomistudtiannelse p& CBS (2007)
137 Copenhagen Business School — Alle Bacheloruddserf2007)
138 Bekendtgarelse om eksamen for statsautorisergid®rer (2003), chapter 1 §2, Spoerg din revisor
(2007)
139 The DCCA - Bliv statsautoriseret eller registrestisor (2007)
140 Spoerg din revisor (2007)

38



Interaction and barriers — the Big Four audit fiimshe Oresund region

5.2.2.4 Aptitude test

The DCCA has a commitment to offer an aptitude-fEisis test is held in June and
December** The purpose of the test is to assure that anithgy, who is a statutory
auditor in another EU member state, has sustaumdisnt knowledge about Danish
law, administrative customs and decisive of thercotilaw, to practice auditing in
Denmark on the same conditions as Danish peoplelanish qualifications?? It is an
oral test lasting for about 30-45 minutes with alibe same time for preparation. The
test contains of four parts; regulation of busiesss$ax, financial reporting and practicing
of the audit profession in Denmairk.

The DCCA do not have very much experience in tres.aThey have very few applicants
for aptitude tests and as far as they know no ma Sweden. There are no statistics
publicly available‘**

5.3 Harmonization of accounting and auditing standeds

5.3.1 IASB

The International Accounting Standards Board isndependent, privately-funded
accounting standard-setter. It has its base in aondK, but the board members come
from nine different countries. They cooperate wiia national standard-setters to achieve
convergence in accounting standards around thelwbine IASB is in the public interest
committed to develop a single set of high qualégaunting standards which are
understandable, enforceable global and requirspement and comparable information in
general purpose financial statements. So far thikwas resulted in the International
Financial Reporting Standards, IF&S.

Today nearly one hundred countries permit or reglie use of IFRS, or have a policy of
convergence with it. In the picture below the caotidevel of IFRS adoption is shown and
evidently both Sweden and Denmark has approvetFfRg14°

141 Jensen-Krogslund, respond¢ép®07)

42| ov om statsautoriserede og registrerede revigaag4), chapter 3 §4
143The DCCA - Vejledning om egnethedsproever (2007)

144 Jensen-Krogslund, respondent (2007)

145|ASB — About IASB (2007)

148 |FRS around the world (2007)

39



Interaction and barriers — the Big Four audit fiimshe Oresund region

IFRS AROUND THE WORLD

147

5.3.2 IFAC and IAASB

IFAC has 155 members and associates in 118 cosiatnie is the global organization for
the accountancy profession. They work to protesfpihblic interest by encouraging high
quality practices by the world’s accountari§.

International Auditing and Assurance Standards B@BXASB) is one of IFAC’s
independent standards setting boards and issuésténeational Standards on Auditing
(ISAs). By setting high quality auditing assurangeality control and related services
standards and by facilitating the convergence tefmational and national standards, their
goal is to serve the public interest. Today oved d@untries are using or are in the
process of adopting ISAs into their national amdjitstandards and the European
Commission is considering a timetable and procmsthe approval of ISAS*®

147 |FRS around the world (2007)
148 |IEAC — About IFAC (2007)
149 FAC — IAASB (2007)
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6 Empirical results

Presented in this chapter are the introduction af vnits of analysigand the empirical
findings of the study. The Big Four are each présefirstly with a general introduction
and then with the areas studied introduced in cbffie sections.

6.1 Deloitte

6.1.1 Introduction and history

Deloitte offers services within the areas of auchinsulting, enterprise risk services,
financial advisory services, merger and acquisiservices and tax. Their aggregated
revenues from 2006 exceeded $US 20 billion andyt@adoitte has about 140 000
people working for them in 70 member firms worldeie almost 140 countri€<

In 1984 four Swedish audit firms merge under thme&d ouche Ross Group, which ten
years later changed to Deloitte & Touche. In 200@é&rsen merge with the Swedish
Deloitte & Touche and one year later the threedirdeloitte & Touche, Deloitte Touche
Tohmatsu and Deloitte Consulting decides to allkethemselves under the name
Deloitte®* Deloitte in Sweden has about 30 offices acrossotry and 1000
employees>? About 100 of these employees work at the Malmiceff® The

aggregated revenues exceed SEK 1 billion for tlae $605/2006°

The Danish history of Deloitte starts in 1901, wiksvisionskontoret was established in
Copenhagen. In 1912 they became a joint-stock coyngad are today the largest and
oldest audit and advisory firm in Denmark and & péthe global Deloitté> The firm

has 2000 employees and 22 offices in Denffadnd the aggregated revenues for year
2006 are DKK 1,850 billio>” The Copenhagen office has currently about 1200
employees®®

150 Deloitte — About Deloitte (2007)

151 Deloitte — Viktiga artal i Sverige (2007)

152 Deloitte — Statistik om Deloitte i Sverige (2007)
153 pettersson, respondent (2007)

154 Deloitte — Arsredovisning (2005/2006)

15 Deloitte — Vores historie (2007)

1% Deloitte — | Danmark (2007)

157 Deloitte — Deloitte i tal (2007)

158 Hansen, respondent (2007)
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6.1.2 Cooperation

Regarding international cooperation, our Swedispoadent’s view is that they have a
stronger cooperation with the Copenhagen officepared to the cooperation with
affiliates in other countries. He also refers te thhoperation with the Danish firm on two
areas, their audit functions and the Business Bso®aitsourcing (BPO) function.

From the audit perspective, there are several agdéements with customers who
conduct business on both the Danish and the SwedishHerein, they unfortunately
experience that quite a few Swedish companies riwieaccounting function to the
Danish side. This means that Swedish Deloitte eyeels have to cross the border when
there is an audit, which also results in some cadjo® with the Danish firm. The
Swedish respondent also explains that a typicaasan when the two affiliates can
benefit substantially from each other is when a@sfecompany, and a customer of
Deloitte in Sweden, owns a subsidiary in Denmatks has resulted in collaborative
efforts and today they have established numerontacts on the Danish side, i.e. they
can pick and choose who to call depending on tpie wf discussion.

While the audit function evidently has resulted@me cooperation, the majority of the
cooperation between the two firms is carried othiwvithe BPO function. BPO has
existed in Denmark for quite some time and todapleys about 70-80 people at the
Copenhagen office and some in Arhus. In 2006 thistion was the basis for the start-up
of a more official cooperation between the firms$iweden and Denmark. This has
resulted in a group of eight employees in Swede&h svDanish manager, who also is
located in Sweden. There is a shared responsib#itween Denmark and Sweden.

The aim for the BPO function is to provide outsangcservices for customers that want
to fill capacity needs in their finance departmentestly for more advanced roles such
as controllers and upwards. However, the fundananthstrategic objective with this
project is to create long term relationships wiistomers who supposedly then will turn
to Deloitte with other projects or when in needwadre capacity. Overall, the supply of
gualified accounting personnel is better in Swettham in Denmark, why this is also one
of the reasons behind the joint BPO project. Hertdia Danish office sees a possibility to
have a resource-bank in Malmo with eight to tenlegges. Whilst the BPO function in
Sweden can be seen as a business expansion, ¢heyraarily aiming to support the
Danish firm and resolve the shortage of qualifiedspnnel in Denmark. Up until now the
function has not been able to focus on the Swedsitket due to a high demand of their
services in Denmark.
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This set up is confirmed by our Danish responddr@mhe explains that the benefits
gained from the cooperation are mostly knowledgeisf and resource sharing. They
suffer from a shortage of qualified employees imDark. Thus, he sees this as another
way of recruiting people; the two cities become oagion where “... a larger crew of
people that can be moved around”. He also findsstiigacooperation is mostly based on
the nature of the clients, them being active irhlmtuntries or not.

Our Swedish respondent finds that the cooperaisnicreased the past four to five
years, yet primarily during the last two years.flds three reasons for this. In 2001,
Deloitte was very small in Malmd with about 25 eoydes, compared to around one
hundred employees today. Therefore, it may not bhaesn so interesting for the
Copenhagen office, having about a thousand emptoyee&ooperate with an office of
that size. Today they have significantly more resesl in Malm@. The second reason
would be the bridge, as it has brought the two t@sicloser to one another. It took a
while before seeing an effect, while in the enddbeperation has increased. The last
reason is the high pressure in Denmark’s labouketand they have for that reason
been forced to see the possibilities in Swedefi, B& emphasise that while the Danish
office do utilise resources in Sweden, the coopmtas not based on lending Swedish
employees to the Danish office. Our Danish responfils that the bridge has brought
attention to the Oresund region and “... it is mareepted with Swedish people in the
Danish teams now than it was earlier”. Whilst tkpextations on the effects of the
bridge were high at first, practical things, sushddferent educational systems, has had
an impact on the expected success.

The different educational systems are referred tihhv@ primary obstacle for a successful
cooperation by our Danish respondent. To beconatatsry auditor in Denmark, the
Swedish education can not be used. He does nolaingiage or culture set any barriers
within the firm. Our Swedish respondent mentioresldnguage as being a small barrier;
however this hindrance is more and more eras&sintit common to use English when
speaking to each other, as everyone finds it beioge comfortable using Danish and
Swedish nowadays.

Our Swedish respondent also thinks that the cotiparaill continue. For Skane as a
county, he sees that it is a good balance thatsitcbhme closer to Denmark, which will
generate more interest from Danish investors aet é@r Danish companies willing to
expand their activities in Sweden. But he also dimks that the Swedish financial sector
lays in Stockholm and it has been as a power fagh@n most of the head offices are
located there. Our Danish respondent finds thaexpansion of the region will effect the
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cooperation in the future; more common clients wenilate more close and increased
cooperation.

6.1.3 Mobility

Quite naturally, both of our respondents agreetti@bridge is crucial for the mobility.
Yet, both mean that it is rare that Swedish peapeworking with audit in Copenhagen.
However, it is more common with Swedish people wagkn the BPO function, where
there are currently five Swedes working in Denmavk. were also told by the Swedish
respondent that at the moment three Swedish asslgtants support Deloitte
Copenhagen for a period of two months, again ntitimwaudit but in outsourcing.

The Swedish respondent also comments on the faicDisloitte Copenhagen has been
visiting Lund University to recruit Swedish studgnmostly to the BPO function, and
that there have been trips arranged for Swedistestuo visit the Copenhagen office.
We are also told that Deloitte in Malmé once triecemploy a Dane that held a specific
competence. The job role was planned to be loaatbthlmo, while having extended
cooperation with colleagues in Copenhagen. Thesehaavever little interest. Overall
the Swedish firm is not aiming to employ Danes hade not been trying to recruit from
the Danish universities. This is mainly due to fdet that up until now they have always
found qualified personnel among the applicantsweden. Still, if there would come a
day when there will be a lack of applicants frome8en, they will not hesitate to recruit
from Denmark. Our Danish respondent states thatriageive applications from Swedish
students and that they are interesting in emplgoyawigch is primarily a result of the
shortage of Danish applicants.

According to our Danish respondent one barrieiirforeased mobility is the difference in
the educational systems, i.e. the education yoe haseived as a Swedish student does
not cover all requirements in Denmark in termseddming a statutory auditor. Similarly
there is a barrier for increased mobility in thgpogite direction, having Danes working
in Sweden. This barrier is however not experierme®anish students as they do not
need to look beyond Copenhagen in their searcjolbst

According to our Danish respondent it is their wighen employing Swedes that they
will continue their career in Denmark and beconag¢usory auditors. The differences in
education, law etc. however are making this diffibar them; Swedes tend to feel that
they have to redo so much of their education t@becstatutory auditors in Denmark.
That might be one of the reasons why so few ar&mgmwithin audit. Our Swedish
respondent points out that auditing is performedimost the same way in the two
countries, but they differ in association and tagulation. He also claims that when their
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employees work as an expatriate in USA or Austréhare is normally no problem for
them to claim years abroad in their practice pefawdhe aptitude test. Similarly, this
should not differ if you choose to do parts of ypuactice in Denmark.

Our Swedish respondent also finds that the difie@erbetween Swedish and Danish
employment legislation constitutes a barrier. A&aample he mentions how they have
tried to accomplish an employment agreement wittaaish employee that would
correspond to a Danish one. However, the tax systpansion setups and social fees are
so different and complex that it was very diffictdtaccomplish, such an agreement.

Both respondents agree that language does notamawepact on the mobility. The
language does not constitute a problem for pedyteglin the Oresund region, but might
be a bit difficult for people from other parts detcountries. When it comes to culture
our Swedish respondent means that the businesatelismmore hierarchical in Denmark.

Neither of our respondents find that Danes terféebthat they belong more to the
profession than to the employer when compared ted®a; Our respondent in Sweden
also speculates that the labour market in Dennsaeiktremely overheated at the
moment, with hardly any unemployment, why the mibbbetween companies increases
as offers for switching employer are boosted. Haxegur Danish respondent claims
that there is a very low mobility between the afidihs. Auditors are in general very
loyal people. If someone leaves Deloitte, he oradh®st always leaves the profession.

Our Swedish respondent means that when comparngotimpensation schemes in the
two countries, the amount that is left after haviaken pension and social fees into
account often is the same. He is also aware dbtttehat it may attract younger people
to receive a higher salary now and that they majhefrget about lower pension
payouts in the future. Another attraction with wiagkin Copenhagen could be the fact
that it is a capital and for some may be percetedoe more exciting.

6.1.4 Harmonization

Neither our Swedish or Danish respondent percéiaethere is a practical need for
auditors being authorized both in Denmark and ie&m. Our Swedish respondent
means that there is such an extended cooperatim whimately provides no need.
However, our Danish respondent finds that it wdadda great way to increase cross-
border services. This does not imply that theraighbe any problems with having
Swedish and Danish auditors working together, wigdtasically how it works today. He
finds that it would be nice with someone with daualthorization, but there is no
specific need for it.
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It is pointed out by our Swedish respondent thattiost important thing for Deloitte is
the Deloitte-methodology, which is applied globallje fact that they work by the same
methodology is more controlling than the harmondaraof rules; there will always be
someone who can sign the report. More importastthat they understand each other
and the way they work on the other side. Of cothieee are e.g. different legislations in
different countries, having implications on the hoztology, e.gmanagement and
administration audits in Sweden. Today, it is mgviowards a harmonization within the
EU, which he finds positive. Our Danish respondsgs that a harmonization will be
made on EU level, but does not expect it to be dajmg anytime soon. He does not
believe that there will be a global authorizatisimply because the education then has to
be divided into at least two parts — tax and acttognTax is not a global language;
therefore it is much easier to harmonize withincarting and audit.

The differences in tax law are also pointed outhgySwedish respondent who can see
that the harmonization would partly facilitate t@peration and the mobility when a
statutory auditor in Denmark could work in Swedsmell. Again, the differences in tax
law are noted as very hard to harmonize. He thinksuld not create a very big
difference, but finds that everything that intermiaélise is good and gives possibilities
for others to work in Sweden and for Swedes to valskwhere. Our Danish respondent
believes that the cooperation as well as the mghilould increase.

As a global firm Deloitte are involved in develogithe standards. Every large audit
company is interested in having influence on theetigpment and being a part of the
global development. Members of Deloitte Swedewsithe committees within FAR,

who works towards a globalization. Within Deloittey are also working to develop
contacts between countries and to coordinate #ueiiting product.

6.2 Ernst & Young

6.2.1 Introduction and history

Ernst and Young provide services in the areassaafrance & advisory, strategic growth
markets, tax, transaction and online servicé3oday Ernst & Young has 114 000
employees in 140 countries and their revenues@o6 2vas $US 18,4 billiot”

159 Ernst & Young — Services Overview (2007)
180 Ernst & Young — About Ernst & Young (2007)
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The history of Ernst & Young in Sweden began whethé Young and John Wendlers
Revisionsbyrd, which later became Hagstom, Bred&evdendler, started to cooperate
in the beginning of 1960 and the former Ernst & Widy became the international
partner of Bertil Olssons Revisionsbyra in the 1888ome Swedish members of these
firms say that the Swedish merge between OlssoragstHtom was one of the reasons
why the global Ernst & Young was created in 1$89The revenues for Ernst & Young
in Sweden are SEK 2,3 billion and they have 175ipfeeemployed in 72 office$? The
Malmé office has approximately 150 employé&s.

In 1990 the firm was established in Denmark throtlghmerge with Revisorcentret and
Revisorgruppen® The firm has 850 employees within 8 offices in Brank'®® and the
aggregates revenues for year 2006 are DKK 661omilf® The Copenhagen office has
currently around 550 employe&s.

6.2.2 Cooperation

Ernst & Young founded their cooperation, the Oresgroup, when the bridge was built
in the year 2000. This cooperation involves théceff in Skane and Sjeelland, with
primarily focus on Copenhagen and Malmo. Earlieré¢hwas no major cooperation
between Ernst & Young in Sweden and Denmark, btheatime for the opening of the
bridge they received questions regarding compamaging to establish themselves
across the strait and the firm recognized the piatiesf a new combined market. Our
respondent in Malmo saw the need for well estabtistontacts in Denmark, essential in
the work trying to attract new clients and satiskysting ones.

In the Oresund group the management consist of tembers from the Malmo office
and three from the Copenhagen office, where bothespondents participates. They
have meetings on a regular basis were strategetekegislation are discussed and lectures
are held. A book, consisting of two parts, has hadslished by Ernst & Young;
Establishing a Business in Sweden and EstablishiBgsiness in Denmark. The book is
supposed to be a support for companies wantingtedbksh across the strait. It is
currently on its fifth edition and the sixth is cmg this summer.

161 Sjsgren (2000)

162 Ernst & Young — Fakta och historik (2007)

163 | arsson, respondent (2007)

164 Ernst & Young — Ernst & Young's historie (2007)
185 Ernst & Young — Om Ernst & Young (2007)

186 Deloitte — Deloitte i ta{2007)

7 Tellefsen, respondent (2007)
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Both respondents confirm that the cooperation moiess involves the whole
organization. Our respondent in Malmo states thastions regarding Danish rules often
end up on the table of the Swedish part of the @agroup, who then contact their
Danish partners. Our respondent in Copenhageniagplze importance of the Swedish
contacts, which contributes to an improved sertocthe clients. He also states that Ernst
& Young is involved in a separate group called “@psSverige”, which consists of
twelve members and are serving Danish companieswamb to establish a business in
Sweden.

Our Swedish respondent cannot see any significanielbs for the cooperation. The
support from their management has been great aydhdve received the resources
needed. He does not find the language differenceyl@ebarrier for people that have
grown up in Skane. There are cultural differencethé way business are being done.
However, not between an auditor or a tax consuitaStveden and Denmark, who
perform their work in the same way. Our Danish ogsfent finds that the differences in
personal tax rules are the most significant barBgen though the Danish and Swedish
government have tried to make a mutual tax regundti...it is still not ok”.

Discussions have taken place regarding ways toethetlye cooperation and our Swedish
respondent believes that it will increase in theife. He states that because of the boom
in the last years, projects within the Oresund groave not been prioritized in the same
extent. One issue of current interest is that tiebtauty for small companies in Sweden
will be abolished. Since this has already been domEnmark our Swedish respondent
finds that the Swedish part of the firm can berfedin the Danish experience in the
subject. Our Danish respondent believes that tbpem@tion will stay on the same level.

6.2.3 Mobility

The Swedish respondent tells us that when the &ndas opened, the firms chose to
bring an individual from across the strait workinghe office one day a week both in
Malmo6 and in Copenhagen; this in order to get thegperation going. The benefits from
this initiative have been great and there was atmoab demand shown by clients.
However, in the boom the firm finds itself in todlélyere are not enough resources.
Hence, the initiative had to be cancelled. If tharket will slow down, they will probably
reinstall this service.

Both respondents can see an increased mobilitydifas since the bridge was opened;
mostly because of the clients that are establistiemselves across the strait. When a
client establishes a subsidiary on the other sidéen keeps the financial department in
the parent company and e.g. the Swedish auditotohge to Denmark to audit the
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financial department of the subsidiary. Howeveg, tiobility between the two offices
has not increased that much. Both respondentstbttéhey are interested in employing
individuals from across the strait, even though$®wedish respondent doubts that there
are any Danes who want to work in Malmd. He als $hat the firm has given
opportunities for the employees to work in Copermafpr a period of time, but the
interest has been low. According to our Danish@edpnt the same thing applies for
Copenhagen; there is no interest among the em@dgeemporally go to Sweden. He
also points out the problem with the low unemplogtmate in Denmark and the fact that
they are now trying to hire Swedish students, leu¢mphasize that this has nothing to do
with the Oresund group. The students that are laredot expected to become statutory
auditors in Denmark; they can perform the same ofpeork except for signing the
reports.

Our Swedish respondent tells us that the Swedetogatpin Copenhagen are all
working with consultancy services. A reason fos tmight be that the specific services
do not exist in the Malmd office. The Danish regpenmt tells us that the majority of
Danes employed in Malmé are working within corper@ance, where the regulation
between the countries are the same or similar, hvemtbere are also a few working
within the audit department. Due to the different tegulation the mobility within the tax
department is low. The Swedish respondent belithagsf you begin to work across the
strait, it is mostly permanently and often involyessonal reasons. Nevertheless, he
states that individuals returning after a periotbal are seen as a great resource for the
office. On the other hand the Danish respondenhméaat it is more common that
Swedes work for a period of two to four years irp€ahagen and later return to Sweden.

Both emphasized that language and culture aregmifisant barriers effecting the
mobility across the strait. Our Danish respondegans that people that are originally
from south Sweden or Sjeelland have had a lot oincomTV channels, why they rarely
have problems understanding each other. At timeretare problems for people who
come from other parts of Sweden and Denmark, bihimg significantly. Our Danish
respondent tells us about business specific culitlififarences. In Denmark ” ...we have
one meeting we say ok lets do this and then we, do $weden you have to have two or
three or four meetings and everybody has to bedheaat everything has to be in order
and then it takes place”. Normally both end ughatdame place at the same time; it is
just different ways of getting there. He also firRlsedish people to be more formal, in
comparison to the Danish who are more direct. Nifritbe respondents have ever
experienced that people in Denmark tend to feelttrey belong more to the profession
than to the employer when compared to Swedish peopl
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Our Danish respondent finds that the differencainsystems is the major barrier for
working within audit across the strait. He beliettest they are so complex that it is hard
to understand just one of them. The respondentalmi believes that, when going
abroad for working, the interest for traveling het away is a barrier for the mobility
between the countries; individuals find it moreshetsting to go to Asia or Australide
does point out that the international regulatiod arethodology used within the firm is
the same on both sides, which would facilitaterttodility. Both respondents find the
salary to be the same in both countries, when ¢gtkia social fees into account.

6.2.4 Harmonization

Regarding the need for auditors who are authoiield in Denmark and in Sweden the
two respondents differ in their opinion. The Swadisspondent believes it to be a great
marketing move to have people who are authorizduih countries. This would show
that the company has the knowledge needed for aoiegpastablished in both countries
and it would be favourable for the clients to onéwe one contact person who can handle
everything for them. However, our Danish respondant not see a practical need for
auditors authorized in both countries; he belighas the cooperation that exists today is
sufficient. None of the respondents find that misiny auditors’ interest to become a
statutory auditor in both countries, since it iiddaed to be hard enough to manage the
education and test in one country. However our $heespondent confirms that the
firm is prepared to support interested employees.@anish respondent point out that
the demands to become a statutory auditor in Delnararamong the hardest in the
world and he believes it to be almost impossibtestameone from another country to
pass the Danish tests.

The Danish respondent states that a harmonizaifumdamental if the EU is to function
well and the countries within the union are to cetegdreely. The barriers that exist
today because of differences in education are hat &U is looking for. He also
believes that if the rules and markets are harneahibe price gap between audits in
different countries will eventually be eliminate&s of today, Sweden is a low cost
country in comparison to Denmark and Norway arttief market for auditors was more
opened the Swedish auditor would have a great dalyarmdue to of the lower price they
can charge for an audit.

Both our respondent believe that the audit markikget more and more
internationalized and harmonized over time duénéBU. Since the education within the
audit profession is not possible to transfer betwamuntries today, the education is a
crucial part to harmonize. According to the resmaridn Sweden one scenario would be
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that an auditor, through one exam, could sign ¢pents in different countries. However,
a condition for this is that the tax rules are pewarmonizes as well.

Both respondents think that the mobility and coapen will increase if educations
within the EU are harmonized. Our Swedish respondemt out that Ernst & Young has
representatives in FAR to be able to influencehdmenonization.

6.3 KPMG

6.3.1 Introduction and history

KPMG provides services in the areas of audit, takalvisory services. The global firm
has 113 000 employees in 148 countfiéand the revenues from all member firms
amount to US $ 16,9 billiot’

In the year 1923 Bohlins Revisionsbyra was foungletars Ture Bohlin. In 1989 this
firm, which had grown on its own without mergersbgrbuying other firms, chose
KPMG as its international partner. Four years l#tername was changed to KPMG
Bohlins AB, but is today spoken of solely as KPM&The firm has 1500 employees
within 60 offices in Swedéf" and the aggregated revenues exceed SEK 1,7 Hitlion
2005/2006-"2 The office in Malmé currently has 100 employé€s.

The audit-firm C. Jespersen was founded 1919 ire@bg@gen by Christian Jespersen. In
1979 this firm was involved in the establishmenKMG, which later became KPMG. C.
Jespersen. This is the legal name today, but @s/@den it is solely called KPMG. The
firm has 18 offices with 1300 employees in Denm4riand the aggregated revenues
exceed DKK 1,25 billion for 2005/2066> The Copenhagen office has approximately
750 employee&’®

168 KPMG — About KPMG (2007)

%9 KPMG International Annual Review (206
0 KPMG — Var historia (2007)

1 KPMG — KPMG pé tva minuter (2007)

172 KPMG Arsredovisning (2005-2006)

173 Lindén, respondent (2007)

74 KPMG — KPMGs historie (2007)

5 KPMG — KPMG i tal (2007)

178 Witt, respondent (2007)
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6.3.2 Cooperation

The Oresund group, which is a specific cooperatietwveen the Malmé and the
Copenhagen offices within KPMG, began when thegarias built. The group consists
of employees from the two offices and specialise@mpanies establishing themselves
on the other side of the strait. When this occhesfinancial part of the subsidiary often
is kept where the parent company is situated;KkP§G Sweden then has to go to
Denmark to audit the financial part of the Swedishsidiary and report to KPMG
Denmark, who handle the audit of the parent compahyg trust between the firms
facilitates the cooperation. The Oresund groupfaasded in order to cope with the
invasion of companies that were thought to estalllissinesses across the strait, however
it was very quiet the first years and did not ilmge until later. Our respondents confirm
that the Oresund bridge has increased the cooperm@insiderably. Companies had
subsidiaries across the border prior to the brageell, but since the bridge these
establishments have increased, which creates npp@twnities for the firms to
cooperate.

In order to cover for the services KPMG was noedbloffer clients; an informal
Oresund group was founded together with Danske Badkokatgruppen Mags, Skandia
and a marketing company. The group of eight pebateexisted since the bridge was
built and is meeting up at a regular basis; abdivibiey help each other obtain clients.
Since the group receives more input from the maakdthas more contact with clients
who want to establish themselves across the diinaiinformal group is more active than
the group within KPMG. Our Swedish respondent tedighat the group within KPMG
has a more work-related benefit compared to thermmél group, which has more of a
marketing-related approach by obtaining clientse Tardest part of the establishment is
the numerous tax issues regarding both individaatscompanies. Our Danish
respondent finds that they benefit from KPMG Swedden a specific question
regarding Swedish law occurs. Both respondentd jpaitthat it is needed to know both
tax systems in order to give advices, but it imdwmantage to be able to confirm with the
office across the border. The respondent in themdadffice tells us that within KPMG,
Danish and Swedish tax experts have written papgearding tax together with the
Danish embassy.

Culture is mentioned from both respondents as agbdor the cooperation. The Swedish
respondent exemplifies how Danes are more impubsiefast when working, while
Swedes spend more time during the planning phaseéstigate all alternatives and
structure the work according to a plan. He stdtasthis is a rough generalization, but
tendencies can absolutely be seen. He also fimgsidgge as a small barrier in the daily
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work. Since English is not used, the differencdsvben Swedish and Danish can cause
less fluent conversations.

Both respondents believe that the cooperationimdilease in the future. Our Swedish
respondent believes the work to become more intedji@nd therefore finds it possible
that they will see the two offices more as one firm

6.3.3 Mobility

According to the respondents it is rare to empiwniiduals from across the border, but
there are about ten Swedish people working at tige@hagen office, mostly within the
tax department, but also within audit. There areasomany Danes in Sweden, but in
proportion to the size of the cities and officéss ebout equal. Our Swedish respondent
states that there are cross-border projects asWehin these, employees stay in their
country and occasionally visit the firm across strait; otherwise the temporarily
mobility is low. Both firms mean that the coopewatis all about solving the current
issues that occur; if that requires an employem fitee other side they do not hesitate to
contact or employ the individual.

Both respondents mean that it is rare that theyl@ngiudents from across the strait. The
Danish respondent points out that there is a neece$ources in the audit department
and they would appreciate hiring Swedish studéhtkey would, they do not find it
necessary for them to become statutory auditoestathe complicated procedures that
would result in. Instead they are expected to perfihe work of an auditor but not to
sign the reports. Nevertheless, if someone waritetome a statutory auditor, they are
very welcome to take the courses they lack.

The Swedish respondent sees the different taxragdbeing the most significant barrier
for the mobility of individuals across the strditan individual already works in Sweden,
he believes the benefits from working in Denmarkeht be greater if the person is to
move across the strait. However, the willingnessdok in Denmark increases if the
individual is not already employed. In general mpegple hesitate to work across the
strait due to the complicated tax rules and thieght employment laws. Our Danish
respondent do not find the distance to be a basiece it often takes less time to
commute from Malmd than from the outer areas ofébypgen. Both respondents agree
that the bridge is crucial for the mobility of atais. Our Swedish respondent means that
the mobility increases due to the fact that mormamganies establish business across the
border and the auditors are following their cliefitse auditors are often an important
part of the network a company needs when it wanestablish in a new country.
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However, the Danish respondent believes that ttreased mobility depends on the fact
that auditors often live and work in different ctngs.

None of the respondents have experienced any pnshiegarding the languages, but it
often takes a little bit longer time because ofe¢kera effort made for everyone to
understand. Both respondents point out that therewdtural differences. The same
cultural differences mentioned as barriers fordbeperation, also apply for the mobility.
These could be seen as a reason why cooperativedreSwedes and Danes do not
always work out. However, this is not always thet fahen two from the same
nationality are cooperating eithétr has not occurred to the two respondents thaeBan
would feel that they belong more to the professi@n to the employer in comparison to
Swedes.

Both respondents assume that the firm follows #eegnl salary levels with a bit higher
salaries in Copenhagen.

6.3.4 Harmonization

Neither of the firms find that there is a practinakd for auditors that are authorized both
in Denmark and in Sweden. Our respondent from thérd office finds that it would
facilitate for clients to have one contact persothe audit firm for both countries.
However, this is often the fact today as well whigs questions are solved internally
within the audit firm. The Danish respondent powmis that there is an extreme need for
statutory auditors in Denmark, since many of theza¢oday are close to retirement.

Our Danish respondent finds great value in harmogithe education of auditors
between Denmark and Sweden, but finds that thisb&itlone on EU level. A
harmonization would give KPMG Denmark greater paisi to grow and develop,
since the greatest barriers for growth are curyeh# lack of qualified personnel. Today
the accounting and auditing principles are the sangethe only difference is the
legislation, which is pointed out by our Swedistp@ndent as well. He believes that
since the local laws and legislations have to besicered, a harmonization will be
difficult. The tax-agreement between Denmark aneéd@am are currently being revised
and the Swedish respondent hopes for a change.

Our Swedish respondent is unsure regarding howradrazation of the education will
effect the cooperation and mobility. When employsékin Sweden and Denmark have
the same competence, the cooperation might nottoanerease. However, our Danish
respondent finds it more possible that both thepecation and mobility will increase due
to a harmonization.
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Both respondents find that they effect the harmation partly through the Oresund
group. Our Swedish respondent finds that it migittlead to something concrete, but
contributes to a positive development and to kbeplebate alive. He also states that
KPMG works to harmonize KPMG globally, not directywards harmonizing the
legislation in a societal perspective, but throtlghir methodology and guidelines.

6.4 PricewaterhouseCoopers

6.4.1 Introduction and history

PricewaterhouseCoopers has 140 000 employees indl#@ries worldwidé’’ The
services the firm offers are audit assurance,scneinagement, human resources,
performance improvement, tax and transactihe aggregated revenues from last year
almost reach $US 22 billiorf?

Pricewaterhouse established itself in Sweden ir8 B&3the first international audit firm

in the country. The same year Ohrlings Revisionshwas founded by P O Ohrling,
which merged with Reveko in 1989 under the namédiadjs Reveko. 1995 the name was
changed to Ohrlings Coopers & Lybrand. Four yeatey the firm merged with Price
Waterhouse and immediately became the largest-aritconsultingfirm in the country.
In Sweden Ohrlings PricewaterhouseCoopers has 80ployees in 125 offices, which
makes them the largest of the Big Four in Sweddayt*® Their aggregated revenues
from 2005/2006 exceed SEK 3,3 billidH.PricewaterhouseCoopers currently has about
170 employees at their office in Malm.

In 1948 Pricewaterhouse established their firstefin Denmark. Coopers & Lybrand
Denmark in 1962 became member of Coopers & Lybtatainational where Revisam
also joined in 1985 and Revision Danmark 1989. Daaish name KG Jensen/Coopers
& Lybrand was kept until 1993. In 1990 Price Watarse and the Danish audit firm
Seier-Petersen merged under the name Price Watsi8mier-Petersen while Coopers &
Lybrand merged with Askgaard Olesen in 1997. Tiobdal merge between
Pricewaterhouse and Lybrand & Cooper in 1998 aistuiled Denmark®?

Y7 pWC — About PricewaterhouseCoopers (2007)
178 p\C — Services (2007)

9 pWC - Facts and figures (2007)

180 pWC — Om oss — Féretagsfakta (2007)

181 pwC — Arsredovisning 05/06 (Sverige)

182 Nilsson, respondent (2007)

183 pWC — Vores historie (2007)
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PricewaterhouseCoopers has 1250 empld§éedthin 16 offices in Denmark® and the
aggregated revenues for year 2005/2006 almost @kehl billion.*®® The Copenhagen
office has about 800 employe®s.

6.4.2 Cooperation

Fifty years ago Ohrlings started a branch in Copgeh. Since then many relations have
been established between the firms, this in onede@gnding on the geographical
closeness. New possibilities to work together agefit from each other are sought all
the time. In 1999 the Oresund-desk was createdespanse to the building of the
bridge. It became much easier to travel acrosbahger, the opportunities to cooperate
and the demand for services in the region increa@ad Swedish respondent explains
that PricewaterhouseCoopers has a number of ditfelesks, e.g. German-desk and US-
desk; this to establish contacts and to ensurestimaeone in Malmd has knowledge
about the regulation in respective country. The&sl@simarily function as a support for
companies who want to start a business in resgectiuntry. However within the
Oresund-desk the Malmé office works more operatiaiizn Copenhagen; auditors work
together with auditors and tax consultants withdamsultants. Problems that can be
interesting for companies who operate on both sii¢ise strait are being identified and
solved. The idea is that the cooperation will imeothe whole organization, but it is a lot
about auditing, accounting and tax, since taxtagygroblem for the ones commuting
across the strait. Tax is an unsure factor whetirggea business on the other side. When
it comes to risk, management and advisory probke tend to be similar in all
countries and not as country specific as tax andwting. Today the Oresund-desk also
publishes a magazine.

The benefit from the cooperation is, accordinguo Banish respondent, the increasing
knowledge mass that comes from the offices sharifithe business environment is
improved, better advices can be given when cliesatist to establish themselves in the
other country and it is easier to serve clientheregion. The respondent in the Malmo
office explains that when someone wants to sthusiess on the other side of the strait,
there is a natural connection between the offissch helps solving problems that occur
regarding the establishment. Further he findsttietooperation can also be used in
marketing efforts to point out that the firm existsboth sides.

184 pWC — Vores organisation (2007)

185 pWC — Kort over vores kontor i Danmark (2007)
186 pwC — Arsrapport 05/06 (Danmark)

187 Nilsson, respondent (2007)
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Our Danish respondent states that “...the bridglkaskey point of the two cities which
makes them come closer, more or less merging tegetifoday he believes it is easier
to live and work in different countries. Our Swetdiespondent finds that the cooperation
has become more concrete since the bridge opeaddrEhere were discussions
regarding cooperation, due to increased integratismatural that the firm follows the
change in society. Today Scandinavian headquatersituated in the area to a greater
extent and the Swedish-Danish questions become madueal. When the integration
increases, the firms need to be present and hémeHe types of questions.

Our Swedish respondents do not see any real l&afolethe cooperation. However, the
fact that their daily work keeps them busy, oftesuits in the Danish-Swedish parts
becoming less prioritized. PricewaterhouseCoope&ieden and Denmark are still two
separate firms with separate aims, which have teméit is to become a win-win
situation for both offices. Our Danish respondeart not see any barriers on the business
side. In general he points out the differencesunlggislation, but also adds that they
benefit from the differences; when there are gifferences there is still work for the
firms.

Our respondent from the Malmo office believes thatcontinuing cooperation will

follow the increased integration in general, rasglin increased integration between the
firms. The region is becoming a business centretaadnore natural that clients situate
their Scandinavian office in the area. Since tbldémts want to solve their Danish-
Swedish question at the same time, the firm poesems advantage when this can be
delivered. The Danish respondent agrees and funtheees an increased market in
advices. People tend to work and live in differemtintries to a greater extent than before
and therefore the need for e.g. tax advices hasased.

6.4.3 Mobility

Both respondents state that it is rare to empldividuals from across the border within
PricewaterhouseCoopers. At the moment there ai2anes employed in the Malmo
office, but a few years ago there were a few waykimthe audit and tax departments. In
the Copenhagen office there are Swedes employedavehactive in insurance, tax and
audit. Our Danish respondent states that the Cagemhoffice tries to attract Swedish
people due to the lack of applicants in Denmarktheg have experienced Swedes as
very competent. It is rare that Swedish employeesicue their whole carrier in
Denmark. It is common that they stay for a couplgears and later return to Sweden.

Our Swedish respondent believes that the mobifiguditors across the bridge primarily
consists of people working in Denmark but livingSweden. Due to the bridge it is
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possible for Danish people to live cheaper in Sweated time can be saved commuting
from Malmo6 instead of the outskirts of Copenhadgére competence the offices share
through the cooperation result in that the Swedffibe does not see a demand for
Danish employees. Our Danish respondent tellsatsRticewaterhouseCoopers were the
first firm to start cooperating across the stidie. means that the firm is following the
clients, which are establishing themselves actos$order to a greater extent. Mixed
teams of members from both offices work togetheenvih comes to clients who e.g. are
buying a company or are establishing a subsidiarghe other side. The mobility that
exists is totally client based.

According to our Swedish respondent the differartdystems are in general a big
hindrance for individuals working across the borderother reason is the different
educations which make it difficult to become agiaty auditor in the other country. Our
Danish respondent states that when hiring Swedigtests they might need to take some
extra courses because of these differences.dids¢s be no pressure regarding taking the
Danish aptitude test, instead it is up to the Ssledtudents what she wants to
accomplish. He also states that Denmark is onkeofdughest countries in the world
when it comes to authorization of auditors. Our Blamespondent finds that the
significant factors preventing the mobility acrdlss border are soft ones, like family,
children etc. Further he means that there are ecifspbarriers within the company,
however it is mostly young people who move whileytlare more flexible. Due to the

fact that Copenhagen is a capital it might be ustded more attractive than Malma.
Neither of the respondents sees the language bdvagrier; the employees within the
firm are very good at adjusting themselves dependmwho they are talking to.

Neither of the respondents believes that peoplzemmark tend to feel that they belong
more to the profession than to the employer whenpawed to Swedish people. They
both tell us that if an auditor leaves the firm sfften also leaves the profession.

Both respondents agree that salaries are higl@openhagen than in Malmo. However,
our Danish respondent states that what is left vawenything is paid is what matters. He
continues to say that it is more expensive toiliv€openhagen and it is cheaper to buy a
house in Sweden. Further the tax is higher in Dekraad the social fees are handled by
the employee herself. Sometimes tax has to beipdioth countries and pension differs
as well.lt is very complex and difficult to know what theost favourable option is.

6.4.4 Harmonization

According to our Swedish respondent there is ntiquear need for auditors that are
authorized both in Denmark and in Sweden, thougtctimpetence is found within the
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cooperation. He sees a risk regarding auditorsesssyy a wide instead of a deep
competence, meaning it is better to have speaafistvery topic. The Danish respondent
on the other hand believes that there is a needuiditors who are authorized in both
countries. He finds it would be practical with coomrules to automatically make an
auditor authorized in both countries. Due to IFR®iould be easier to accomplish this
today than earlier. However, there would still kigedences in the national audit
standards and tax legislation. He sees a posgifolitthe basic education to be
harmonized, while having a test for the parts tifrs. The Swedish respondent agrees
and they both point out that it is a question fal, Ehough the countries are connected to
the directives EU is issuing. Our Swedish respontieds that harmonization is a
tendency in Europe and does not see any reasonghelaudit profession would not
follow. If the harmonization is developing far emgbuthere could in fact be one firm on
two locations in the region. While Pricewaterhouseggrs is a global firm, there are no
restriction for increased cooperation and integratf two internal firms find it

favourable. Both respondents find that a harmoiuraif the education would increase
the mobility, since it would be easier to carry aantaudit in another country.

The respondent at the Malmo office means thatithedonstantly is impacting the
harmonization through their global guidelines. Tinethodology, the technical means and
frameworks used, the quality goals and risk manag¢mre the same worldwide. The
global guidelinegonstitute a security for the clients to recognise
PricewaterhouseCoopers worldwide, which is thefinigsse of having a global network.
Our Danish respondent tells us that the firm hagassociation for auditors working
towards harmonization. One aspect that has beeunssied is the different demands set
around the world to become a statutory auditor. ddmands in Denmark are considered
to be among the worlds hardest, why it has beesidered to lower them. He points out
that this is a risk based question since the guafithe audit should not be effected.
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7 Discussion

In this chapter we present a discussion of the Bogpiresults with the chosen theories as
a framework. At the end our research questionasved in a harmonization perspective.

7.1 Cooperation as Strategic Alliances within a Netork

7.1.1 Structure of the cooperation

When the bridge was built there were an increas@sber of companies establishing
themselves across the strait. The audit frmszedlthey had to respond when the
demands from clients changed and questions reggatidéinconditions in respective
country arose. To be able to meet these demandsithefirms had to develop their
cooperation and become more integrated. The cotgeraithin each of the firms can be
seen as strategic alliances within a network afiirEach of the Big Four creates a
global network of firms, operating under a commaoamnid name and having common
audit methodology and system of quality controle Bkrategic alliances are between the
same kinds of firms, both belonging to the globetiwork, but they are still separate
driven by their own interest. Because of the cousfrecific differences it is difficult for
them to merge; instead it is seen as favorablesperate.

All four firms have a specific cooperation betweba Malmd and Copenhagen offices;
however the structure of the cooperation differsame aspects. The fact that three of the
firms have chosen to organize their cooperatioginmlar structures, might indicate that
this structure is well functioning. We ask ourssiviethey were inspired by each other or
if each firm individually discovered the successhsd chosen structure. The fourth firm,
Deloitte, does not have a formal group respongdriehe Oresund region; still the
cooperation appears to be similar to the othersfirivhe reason they have not organized
their cooperation in the same way could depenchein telatively late expansion in
Sweden, it might also indicate that they find arfal structure superfluous and their
cooperation function well as it is. The firm alsasha separate Business Process
Outsourcing cooperation between the Malmé and Clogugem office. A counterpart, to
this cross-border function cannot be found witlhi@ dther three firms.

Ernst & Young and KPMG have also joined a differigmpie of strategic alliance that
includes external companies; this to be able tot teedemands from the market. The
fact that strategic alliances exist both intermal eaxternal when it comes to the Big Four
shows that alliances are of great importance wianmpeting for clients.
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All the firms see the bridge as a crucial reasarilfe increased cooperation.

7.1.2 Benefits from the cooperation

The most significant benefit seems to be the egpead knowledge sharing. The service
level the firms can provide their clients increased improves, when they are able to use
the knowledge from their allied. In our opinionghg an important reason for the Big
Four to enter strategic alliances. When contadlsralations to the other member firm
are established, answers can be delivered ramidhetclients. This can be seen as
synergy effects. According to the theory of stratedliances, knowledge is often one of
the most crucial resources to a company, and spaityffor service organizations like

the Big Four. There is often a limit of how muclokriedge a firm can handle. One way
to increase the knowledge mass is to enter a gica#liance. The benefits from the
strategic alliances could also be used in markgiurgoses, by emphasizing the
increased service level to existing clients andtt@act new ones.

Since it is hard to find enough qualified personnddenmark, the Danish firms often
seem to see the resource sharing within the aimas an additional benefit.

Our perception is that there is an increased befsteen the firms, which has come from
the cooperation. Trust is also a condition forrategic alliance to function.

7.1.3 Barriers to the cooperation

According to the theory all strategic alliances aoé successful, partly because of the
differences that exist between the members. Theliperception is that the respondents
do not see any great barriers for the cooperatiwch could be a reason why these
alliances are well functioning.

7.1.3.1 General barriers

The language difference do not seem to createignifisant hindrance, still it

sometimes reminds of the differences that haveetbdmdled. Culture is often stated as a
small barrier, but the fact that they within therfs work by the same global
methodology appears to close the gap set by culiffarences.

7.1.3.2 Profession specific barriers

The majority of our respondents do mention theadéhces in legislation herein the
different tax regimes, as one barrier and the hffee in education is pointed out by
some respondents. However, the differences inlé&ga which could be seen as a
barrier, are also fundamental reasons for thenaigo develop in the first place. In fact,
if there were no differences, there would be napmi cooperating. On the other hand,
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without the barriers set by different legislatiosyould be possible to merge and act as
one firm in the region.

General Profession specifig

Cooperation barriers Regulaton

The model gives an overview of the barriers. Thektiess of the lines shows in what
extent the different barriers impact the cooperatio

7.1.4 The future of the cooperation

Overall, the respondents seem to believe that to@peration will continue to grow
along with the integration. Possible reasons far ithsaid to be the expansion of the
Oresund region, resulting in more companies platieg Scandinavian head offices in
the area.

The business climate in the world, as well as en@nesund region, becomes more and
more international. To run a business in this emnment you have to adapt and be able
to serve the increased demands from clients. latemmal cooperation, like strategic
alliances, is often needed, especially in a crasddy area.

7.2 Defining mobility

According to GATS we define the type of mobilityattour investigation concerns as
presence of natural persons, i.e. people activeimtihe audit profession, who enter a
foreign territory to supply services. We have inigeged two types of mobility within
this mode. First, the extent of Swedish auditorsna@ently working in the Big Four in
Denmark and the other way around. Secondly, thalityobf the employees within each
of the Big Four for a period of time, temporarily.
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PermanentAll four firms state that the mobility of audi®who permanently work on
the other side is very rare and the few that ankivg across the strait are employed
directly by the office in respective country. Acdorg to the firms the most common
reasons to this type of mobility seems to be pexlsand more general; family and
children have a high impact on the choice to maveab. A reason for people wanting to
work in Copenhagen could be the fact that it igrgér city and a capital. Salaries do not
differ that much after taxes and pension and teeefio not seem to have that much of
an impact on the choice. However, the majorityhef tespondents mean that there is no
need to hire people from the other country to de abprovide the services clients
demand; instead they can use the knowledge wihi@ralliance. The Danish demand for
Swedish employees depends on the low unemploymdd»nmark.

Temporary The temporary mobility appears to be very lowywbger the one existing,
exists because of current issues arising at theesffThe interest to temporarily work
across the strait seems to be low. The employé¢lesrrgo further away if they are to
move within the firm as this is believed to be mekeiting as well as seen as a
possibility to improve eventual language skills.

The majority of our respondents confirm that theldpe is the key point which has
increased the general mobility between the coumtH@wever the mobility of auditors is
not seen to have been effected and it can be adedlthat both types of the mobility are
very low. The impression is that there is no resisé from hiring people from across the
border in neither of the firms. Instead they se@mypositive to such initiatives and give
their employees possibilities to move permanenttemporarily.

7.3 The Institutional context effecting the mobiliy

7.3.1 The government and other political institutios

Country specific institutions such as regulatiom seen as the greatest barrier to
mobility; primarily the different tax systems anchgloyment laws. The different tax
systems can be seen both as a general barriez tadhility as well as a profession-
specific barrier. As a general barrier, it effecividuals working across the strait when
it comes to personal tax. While it, as a professipecific barrier, effects the knowledge
needed to practice the profession.
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7.3.2 Professions and trade

Through the authorization process the audit pradessffects the mobility as well. The
differences in education, training and the fact tha education can not be used in
another country impact the mobility. When hiringiadividual from Sweden in
Denmark, our respondents state that it is harthmindividual to later become a
statutory auditor in Denmark. Some respondentssifge that the Swedish students
employed in Denmark are often not expected to tatkex the aptitude test, which is said
to be very difficult to pass.

Important to mention when discussing the profesaimheducation of auditors are the
aptitude tests that are possible for a statutodyt@uto do when they want to be
authorized in more than one country. A lot of respents seemed very unfamiliar with
these and there did not seem to be any interegtdaher. They often feel that it is
enough to manage the education and test in ondrgoiiine majority find that there is no
need for auditors who are authorized in both Dekraad Sweden; the alliances secure
that the competence and knowledge is there anyway.

7.3.3 Other organizations
Other organizations have not been mentioned tatefie mobility.

7.3.4 The culture

Some of the empirical material, the fact that tlemBh have a more hierarchical climate
and that their decision process does not involvaash discussion and planning as the
Swedish, confirms our prior collected informationchapter four regarding the
differences in the general business climate. We eoaglude that this is also applicable
on the business climate within the audit firm. @a 6ther hand none of the firms
confirmed that Danes feel that they belong mortégprofession then the employer in
comparison to Swedes. Important to point out i$ mlsae of our respondents see the
differences as a problem or barrier for the mobilMeither the language is seen as a
significant barrier and our respondents mean titaviduals often adjust their language
depending on who they are talking to. Language [@ssaible barrier is, according to us,
only mentioned more in general, regarding how DamesSwedes interact and discuss at
the firm and is not referred to as a business-fpdxrrier, when it comes to e.g.
interpret national laws.
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General Professio specific

Personal preferenc

Regulation Tax systems
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Language o
Authorization

The model gives an overview of the barriers. Thektiess of the lines shows in what
extent the different barriers impact the mobility.

7.4 Harmonization

Our respondents believe that a harmonization o&tltBtor education would take place at
an EU level, not specifically between Denmark amneg&:n, and since EU is striving
towards an union that is to compete freely a hainadion is fundamental. The primarily
barrier for a harmonization of the education isdifeerences in the national legislation,
since the principles of today are the same. Magiaedents feel that there will always be
differences regarding tax law, which will leaveiiestence in the education of auditors.
From the Danish respondents it is also pointedimitthe level of the education in
Denmark is very high, higher than for example ineflen and equal demands are of
course one step closer to a harmonization. Sire®idy Four are global firms, it is
obvious that they would benefit from a harmonizatid the education. The majority of
respondents also point out the importance of thinaa®logy which is used globally
within each firm, as a way to harmonize the wor#t arake it easier to move within each
firm. Some respondents also see this as theirdimaly of effecting a future
harmonization.
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If the education would be totally harmonized tolsegtent that the tax legislation would
be harmonized as well, there will no longer be differences between the countries. The
majority of our respondents believe that a harmation would create an increased
cooperation, but without any differences there wWmndt really be a need for a strategic
alliance. In a more harmonized climate with fewarriers there might be a need for the
firms to find different ways to cooperate. As oaspondent also pointed out, it would be
possible for them to function more as one officawm locations. This would in fact be a
form of merging. A merge could lead to the pos#ipibr the relatively small offices in
Denmark and Sweden to be more influential globaether a harmonization of the
education will lead to an increased cooperationatris uncertain, and is still to be found
out.

The respondents believe that the mobility wouldease in a more harmonized
environment. Today it is mostly personal reasoas itifluence the mobility, therefore it
is doubtful what impact the harmonization will hau@the mobility. However, it can be
stated that the conditions for an increased prafaasmobility will be more favourable
with a greater harmonization.
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8 Conclusion

In this chapter we will answer our research questidow does each of the Big Four
audit firms cooperate across the Oresund strait ashuithey experience any mobility
herein? — an investigation of the benefits and trestraining barriers.This will be done
by presenting our conclusion based on the preuviissussion. In the later parts we
summarize the theoretical contribution of our stadyl recommend propositions for
continued research.

8.1 The Result

It can be concluded that there is a definite coatmear within each of the Big Four in the
Oresund region and these can be seen as strallegices.The greatest benefit of the
cooperation is the knowledge sharing between thieesfof each firm. As a result of the
bridge, the integration and mobility of companies Increased and the firms therefore
can benefit from using their counterpart acrosssthat to a greater extent. There is a
clear indication that the Big Four are followingetievelopment of the market and the
clients.

There are general differences, as language angreultetween Denmark and Sweden
but none of them is seen as significant hindrancéhie cooperation. The differences in
legislation are, on the other hand, seen as piriofespecific barriers. However,
important is to mention that they are crucial ctinds for the alliances. A harmonization
is by the respondents believed to increase theeratipn. If there were total
harmonization and no differences, there would beaiot entering an alliance, which
could mean that they would have to choose anotrar 6f cooperation.

A reflection regarding the mobility is that it himereased a lot within the Oresund area
since the bridge was opened. The auditors do fallew clients, which mean they are
performing work across the strait. There is haedly mobility of auditors, neither
permanent nor temporary, between the offices wigaich firm. The mobility existing,
exist because of more general and personal reasgngamily, and not because of
professional reasons. One significant more getenaler for the mobility is the different
tax systems, which also is seen as a professiaifispgaarrier. Other profession specific
barriers are the education and authorization demakhtiarmonization in the area is
therefore, by our respondents believed to fadditatd increase the mobility. However,
this is doubtful, while the reasons for the mopitbday are mostly personal. As we see
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it, the low mobility could also partly be a resoftthe well functioning strategic alliances
that exist between the offices within each of thg Bour.

8.2 The theoretical contribution

Our area of research is legitimate and relevard,tduhe fast developing and interesting
era, which both the audit profession and the Omésagion are subject to. There is no
previous research done regarding the Big Fourdarrélgion. We have clarified that there
is cooperation within each of the Big Four and wadighificance this has, which there
were no existing research regarding. Neither comiegrthe mobility, no previous
research has been done, why the investigationibatés to an increased knowledge both
regarding the cooperation and the mobility. Thegtegards specifically the Oresund
region, although the results that have been gesein also, if not totally, partly be
applicable for other similar regions. The speatiimditions for respective area then have
to be taken into consideration.

By combining the two types of cooperation, stratedliances and networks, we have
formed a different kind of theory, explaining howmnfs within a network can cooperate
and benefit from each other. Numerous groups ofpeones may face a similar situation
to the Big Four in the Oresund region, whose coatpmr could be analyzed using this
modified theory.

8.3 Suggestions for further research

It would be interesting to compare the Oresundomedp other similar cross-border areas,
like the Benelux countries, to find out what simtias and differences that exist. Do
other firms within the Big Four, in similar regigrexperience the same type of barriers
and benefits as the firms in the Oresund region8utd also be investigated whether the
results, our research has generated, also apgptiéisnis in different sectors, within the
Oresund region.

Our research concerns the offices in Malmé and Glaggen within each of the Big Four
in the Oresund region. There are other officesiwithe Big Four in the region. It would

be interesting to investigate how these experi¢meeituation and if they have any part
in the cooperation.
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The Big Four dominates the audit market in the didout there are numerous other
smaller, but still international, audit firms, liIBDO and Grant Thornton. Are these firms
acting different in the Oresund region or do thegerate across the border like the Big
Four are? Do they experience any mobility? Aregdeerated results applicable to these
firms as well?
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Region Skane — Fran dansk till svensk 2007-04-24
http://www.skane.se/templates/Page.aspx?id=148370
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Regulated professions 2007-05-09
http://ec.europa.eu/internal_market/qualificatioagprof/regprofs/dsp_bycountry.cfm

Revisorsnamnden 2007-05-04
http://www.rn.se/

Revisorsnamnden — Examination 2007-05-04
http://www.rn.se/Insidan.htm

Revisortilsynet 2007-05-03
http://www.revisortilsynet.dk

Revisortilsynet — Information 2007-05-03
http://www.revisortilsynet.dk/sw4263.asp

Skatteverket - Anstallningsinkomst 2007-04-23
http://www.skatteverket.se/skatter/internationeidin/norge/skattsv.4.7b610ded10741da92fa800
01361.html

Spoerg din revisor 2007-05-02
http://www.spoergdinrevisor.dk/public/faq.asp?p&yed

Strategic alliance 2007-05-12
http://en.wikipedia.org/wiki/Strategic_alliance

The Big Four auditors 2007-04-19
http://en.wikipedia.org/wiki/Big_Four_auditors

The DCCA 2007-05-02
http://www.eogs.dk

The DCCA — Bliv statsautoriseret eller registrestisor 2007-05-02
http://www.eogs.dk/sw24043.asp

The DCCA — English version 2007-05-02
http://www.eogs.dk/sw21252.asp

The DCCA — Revision og Revisorer 2007-05-04
http://www.eogs.dk/sw21465.asp

The DCCA — Vejledning om egnethedsproever 2007-D5-0
http://www.eogs.dk/graphics/_ny%20eogs/Love%20o0gRefler/Revisorer/Vejledning_om_egn
ethedsproever.pdf

The General Agreement on Trade in Services (GADBY25-13
http://www.wto.org/english/tratop_e/serv_e/gatsgatne#4

The Supervisory Board of Public Accountants — Rudpliality control in Sweden 2007-05-02
http://www.revisorsnamnden.se/infoenglish.htm

TV4, Halland — Oresund, Nyhetsmorgon, 2007-05-07

Oresundsbron — Historik 2007-04-20
http://osb.oeresundsbron.dk/documents/documentatljpp322
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Oversikt av EUs verksamhetsomrdden — Inre markna@em-04-20
http://europa.eu/pol/singl/overview_sv.htm

Respondents

Baungaard, L., Staturory auditor, member of thesOmnd desk, PricewaterhouseCoopers,
Copenhagen, telephone interview, 2007-05-03

Hansen, H., Statutory auditor and HR Manager, BieloCopenhagen, telephone interview,
2007-05-16

Jensen, Krogslund, P., Chief Special Adviser inDaeish Commerce and Company Agency, e-
mail correspondence, 2007-05-01

Larsson, P., Statutory auditor, Partner and membtre Oresund group, Ernst & Young,
Malmo, interview, 2007-05-07

Lindén, K., Statutory auditor, Partner and membj¢he Oresund group, KPMG, Lund,
interview, 2007-05-15

Nilsson, L., Statutory auditor, Partner and mendjehe Oresund desk, PricewaterhouseCoopers,
Malmo, interview, 2007-05-03

Norberg, C. Professor in Business Law at Lund Unsiag 2007-04-27

Pettersson, P-A., Statutory auditor, Office managper Partner, Deloitte, Malmd, interview,
2007-05-15

Tellefsen, K., Statutory auditor, Director and membf the Oresund group, Ernst & Young,
Copenhagen, telephone interview, 2007-05-09

Witt, C., Statutory auditor, Partner and membe@césundsgruppen, KPMG, Copenhagen,
telephone interview, 2007-05-07
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Appendix 1

Intervjuguide

1. Samarbete

Ar ert samarbete med kontoret i Képenhamn tydlig@anegort med samarbete med andra
kontor?

Hur &r det har eventuella samarbetet utformat?
Stracker sig samarbetet 6ver hela organisationen?
Pa vilket satt drar ni nytta av varandra?

Oresundsbron och det senaste decenniets diskumsiddresundsregionen — har det
forandrat Ert samarbete?

Vilka anser ni ar de storsta hindren/barriarermaefd samarbete?

Hur tror ni samarbetet kommer att se ut i framtglen

2. Rorlighet

Hur vanligt ar det inom er byra att svenskar johermanent i Danmark och vad ar i sa
fall anledningen?

Hur vanligt ar det inom er byra att svenskar jobdraperiod i Danmark och vad &r i sa
fall anledningen?

Ar ni intresserade av att anstélla danskar?
Soker danskar sig till er byra i Sverige?

Vilka anser ni ar de storsta hindren/barriarermaddigheten? Vad hindrar danskar ifran
att jobba har och vice versa?

Hur ser [6nenivan inom er byra ut i Sverige i fdldndde till Danmark?

Oresundsbron och det senaste decenniets diskumsiddresundsregionen — har det
paverkat rorligheten av revisorer i regionen?
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Vad jobbar de som rér sig 6ver sundet med? Revigomsulttjanster, internationell
skatt?

Inom vilket omrade ar rorligheten storst?

Kulturella aspekter

Vi har tagit del av en undersdkning som visar attfohns en tendens att medarbetare i
Danmark k&nner hogre tillhorighet till professior@mtill arbetsgivaren an vad som ar
fallet i Sverige. Visar det har sig inom er firma pagot satt?

Hur fungerar praktiska saker som sprak och kuléuen dansk jobbar i Sverige och vice
versa?

Regleringsaspekter

Om en dansk anstélls pa kontoret i Sverige, aankéen att man senare ska bli
auktoriserad i Sverige och vice versa?

Finns det ett behov av revisorer med auktorisatimitle Danmark och Sverige?

3. Harmonisering

Tycker ni att det finns en poang med en framtidaroaisering av revisorsutbildningen i
Sverige och Danmark?

Hur tror ni en sddan harmonisering skulle ga till?
Vad skulle det innebara for er?
Vad tror ni det skulle innebé&ra for samarbetet iechgheten?

Hur paverkar ni som organisation harmoniseringen?

4. Avslutning

Ar det ndgonting som vi inte har tagit upp som dsea ar av betydelse for var
undersokning?
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Appendix 2
Interview guide

1. Cooperation

Is there a more specific cooperation between thee@loagen-office and the Malmo-
office than with offices in other countries?

If then, how is this cooperation implemented?
Does this cooperation involve the whole organiz&io
In what way do you benefit from the cooperation?

The Oresund bridge and the last decade’s discuasiont the Oresund region — has it
influenced on your cooperation, if any?

Are there any significant hindrances or barrieeg tnpact on the cooperation?

How do you think the cooperation will develop ie thuture?

2. Mobility
Is it common within your firm that Danish people avorking in Sweden?
If so, what is the reason?

How common is it within your firm that Danish peegre working for a period of time
in Sweden?

If so, what is the reason?

Are there plenty of Swedish people that want tokinDenmark? Do you want to
employ Swedish people?

In terms of mobility, what hindrance/barriers dauymnsider to be most significant?
What stops the Swedes from working in Denmark aod versa?

The Oresund bridge and the last decade’s discuasiont the Oresund region — has the
mobility of auditors increased in the region?

Are the reasons to the possible increased mokiléysame today as earlier?

79



Interaction and barriers — the Big Four audit fiimshe Oresund region

What are the employees that move across the wtoaking with?
In which department is the mobility most notice&ble
How are the salaries within your firm when compgrio Swedish circumstances?

Specific culture aspects

We have understood that you are interested in gnmgdSwedish students.
What kind of impact will practical things as langesand culture have?

People in Denmark tend to feel that they belongemioithe profession than to the
employer when compared to Swedish people. Is gps@nt in your firm?

Specific regulatory aspects

When employing Swedish students, are they latgpesgal to do the aptitude-test in
Denmark?

What about required courses they may lack?

Since it is not possible to use the period of pcadh Denmark in the Swedish
authorization later, will it mean that they willmtinue their career in Denmark?

Is there a practical need for auditors that arb@i#ed both in Denmark and in Sweden?

3. Harmonization

Do you think it would be justified, in the futur®, harmonize the education of auditors
between Denmark and Sweden?

How do you think this could be made?
What would it mean to your firm?
Do you think that the cooperation and mobility webiricrease?

How are you, as an organization, effecting the loairation?

4. Summary

Is there anything that we have not asked you abbat.you feel is important to our
investigation?
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