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Abstract

In the light of aligning the revised Eight Company Law Directive to the amendments of the Audit Law from
September 2005, amongst the other, was introduced the obligation of the audit firms to present transparency
reports. Defining the minimum segments and their order, the transparency reports were supposed to disclose
the information related to the functioning of the audit firms which were considered as business secret. The first
transparency reports were presented in 2007. Trying to give an overview of the states of affairs in the audit serv-
ices market in the Republic of Macedonia, in this paper we will focus our attention to the three key segments of
the transparency reports related to the: number of auditees, revenues realised from performed audit and non-
audit services and the statements about the method of determining the engagement partner’s fee. The paper is
consisted of three segments. In the first one, is given an overview of the states of affairs in the audit profession
before introducing the obligation for presentation of transparency reports. In the second one, we will analyse in
more details the transparency reports presented on the period 2007-2014 especially regarding the allocation of
the auditees to the audit firms and revenues realised and the influence of the Big 4 and non-Big 4 over the audit
services market. At the end, in the third part, we will move our focus of attention to the benefits the information
presented in the transparency reports offer to potential beneficiaries. We hope that with these three segments
of the paper we will come to an answer to the question initiated in the title, more precisely we will identify who
is who in the audit services market in the Republic of Macedonia. 
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Introduction

In the period 1945-1991, Republic of Macedonia, as an integral part of SFRY, was building a plan economy.
At that time, like in the other former socialist countries, audit profession was not developed in the Republic
of Macedonia. Following the separation of SFRY in 1991, transition period in the Republic of Macedonia was
marked with privatization of socially-owned enterprises. Carrying out just privatization was conditioned,
among other things, by true and fair presentation of the financial statements. Unfortunately, despite the
emphasized need for credibility in the presented financial statements, in the period 1991-1997, audit profes-
sion was in the margins of the transition process. First steps towards creating the necessary climate for
establishing the audit profession were undertaken in the post–privatization period by adopting the Audit Law
in December 1997. Signing the Stabilization and Association Agreement (hereinafter: SAA) with the
European Union and its Member States on 9 April 2001 confirmed the decisiveness of the Republic of
Macedonia to integrate in the European family. Not even the audit profession was resistant to the require-
ments for harmonization with the Acquis Communautaire. On the contrary, in a relatively short period of time,
in September 2005, new Audit Law was adopted, fully harmonized with the Revised Eighth Company Law
Directive. New Audit Law introduced essential changes in the audit profession, which were assessed as a
step forward in the EU integration processes. The requirement to present transparency report, by precisely
defining the information necessary to be disclosed therein, reached the most sensitive and the most myste-
rious part of the operations of the audit firms in the Republic of Macedonia. With one-year delay, first trans-
parency reports were presented in the course of 2008, covering the operations of the audit firms in 2007. In
line with the commenced processes of harmonizing the audit profession with the EU regulations, amend-
ments to the Auditing Law dated December 2010 extended the requirements on additional information in the
transparency reports. Paper segments below give more detailed presentation on the trends on the audit
industry in the Republic of Macedonia, observed from the point of view of the information presented in sep-
arate segments in the transparency reports in the period 2007-2014. 

The audit industry in the Republic of Macedonia in the period 1997 – 2014

Under the Audit Law from 1997, conditions for creating the audit profession, with attributes immanent for the
developed market economies, were established for the first time in the Republic of Macedonia. The Law
defined for the first time the requirements for registration of audit firms as primary holders of audit activities.
At the same time, the Law precisely stated the preliminary criteria to be met by individuals that wanted to
become part of the audit profession. What was immanent for the environment in which the Law was adopt-
ed was the absence of strong professional association of accountants and auditors that could be the gener-
ator of changes. Association of Accountants, Financial Workers and Auditors, having tradition longer than
half a century, remained passive at the time the foundations of the audit profession were laid down. Taking
such trends in the accounting profession into account, delicate mission related to the creation of profession-
al regulation in the audit profession under the Law was entrusted to the Ministry of Finance. Having in mind
the fact that the Law expressed the commitment to accept and implement the international regulation as a
substitute for the national one, in 1998 Ministry of Finance translated the IFAC’s International Standards on
Auditing. One year later, Ministry of Finance translated IFAC’s Code of Ethics for Professional Accountants,
which was accepted in the national profession in its original form and contents. 

In 2001, Minister of Finance adopted the training program for the potential candidates to pass the exam for
acquiring the title of statutory auditor. Ministry of Finance also adopted the Rulebook on the Manner of
Passing the Exam for Acquiring the Title of Statutory Auditor by precisely stating the exam criteria under the
program. Logical continuation of the undertaken activities was for the Minister of Finance to be assigned the
toughest task to appoint the Exam Commission. The first exam for acquiring the professional title was held
in December 2001, organized by the Ministry of Finance. By having two exam cycles annually (in May and
December), nine exam cycles were carried out as of December 2005 inclusive, and the initial audit core,
comprising 147 statutory auditors, was established. However, despite the generally created climate for intro-
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duction of the audit profession in the accounting infrastructure, the Law did not cover all aspects that were
crucial for this profession. Part concerning the continuous professional development of individuals who
acquired the title of statutory auditor remained fully unregulated. Basically, the Law left series of opened
issues, the resolution of which became an imperative in the next several years. Resolving these issues ini-
tiated radical changes in the existing Audit Law, which, after 7 years, was replaced with a new one in
September 2005. 

In the meantime, on 9 April 2001, Republic of Macedonia became the first country in the region to sign the
SAA with the European Union and its Member States. Parliament of the Republic of Macedonia ratified the
SAA on 13 April 2001, thus confirming the strategic interest of the Republic of Macedonia and the political
commitment for integration in the European structures. Article 68 of SAA clearly includes the obligations for
harmonizing the national legislation with the Acquis Communautaire, creating own experience and guidelines
in this process. On 9 November 2005, the country was delivered positive Avis for the status of a candidate
country, with detailed standards to be met.

The Avis clearly pointed out the need for the candidate country to meet the EU criteria, among which was
the acceptance of 31 Chapters of the Acquis Communautaire. Adoption and implementation of the relevant
components in Chapter 5 (Company Law) of the Acquis Communautaire pertaining to accounting and audit
is the key part of all the activities envisaged in the Country Action Plan adopted in June 2005 by the Steering
Committee appointed by the Government. In line with the commenced EU integration processes, enforce-
ment of the new Audit Law was to provide for a significant improvement of audit quality, as well as com-
mencement of the process of approximation of the audit profession in the Republic of Macedonia to the
European family.

Having in mind the fact that in the past period the term “self-regulation” was unknown, primary task of the
new Audit Law was commencement of the process of deregulation of the audit profession. Deregulation was
to contribute to transfer of the competences in the field of creating the professional regulation and certifying
the statutory auditors from the Ministry of Finance to the Institute for Certified Auditors established under this
Law. More specifically, the Law envisages establishment of a professional association of statutory auditors
with a wide range of obligations and responsibilities, having all statutory auditors and audit firms as its mem-
bers. Assembly for the incorporation of the Institute for Certified Auditors of the Republic of Macedonia (here-
inafter: ICARM) was held on 23 May 2006. 

Establishment of ICARM caused avalanche of changes in the audit profession, in particular in the field of
public oversight of the profession, assessment of the quality of work of the statutory auditors and the audit
firms, changes in the exam program for acquiring the title of statutory auditor, introduction of continuous pro-
fessional development of statutory auditors, defining the requirement for the audit firms to present trans-
parency report on annual basis, etc. Process of professional training and certification of statutory auditors by
ICARM commenced in the course of 2009. In addition, training within the continuous professional develop-
ment of statutory auditors was carried out for the first time in 2009, and thorough preparations were made
for introduction of quality control over the operations of audit firms and statutory auditors. 

In parallel to the commenced changes under the recent amendments to the Audit Law, starting from
December 2010, a step forward was taken in terms of harmonizing the legal regulations with the Eighth
Company Law Directive. To that end, elements in the transparency reports were extended, licencing of statu-
tory auditors and audit firms was introduced, professional oversight body was transformed into regulatory
body, etc.

The Big 4 versus Non-Big 4 in the audit industry observed through the transparency reports 

Establishment of ICARM led to creation of the key pre-conditions for development of a modern audit profes-
sion with all attributes immanent for the EU Member States. Absence of strong professional association of
statutory auditors in the past period not only slowed down the development of the profession itself, but also
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completely blocked the integration of the national auditors in IFAC and FEE (Federation of European
Accountants). Establishment of ICARM has opened new horizons for the statutory auditors in the Republic
of Macedonia. 

During the eight-year period of implementation of the first Audit Law, audit firms operated in conditions of
unfair competition on the audit services market on which, unfortunately, quality was not the key criterion for
attracting clients, but it was rather the price of the service offered. Most often offered price for carrying out
audit by the local audit firms did not correspond to the time and the complexity of the engagement and the
competence of the auditors. In an unscrupulous chase for profit and clients, deviations from the implemen-
tation of the professional regulation was clearly significant, in particular as regards the methodological
approach of certain audit firms and the conduct of the statutory auditors. Despite the legal limitations for audit
firms not to be allowed to carry out audit and render consulting services for the same client, it has never been
proven that such legal requirement is de facto functioning. In conditions of absence of established mecha-
nism to observe the rules of the game and adequate quality control, statutory auditors and audit firms observ-
ing the professional regulation were discontented by the unprofessional behaviour of their colleagues. 

Such trends initiated the need to introduce, as a novelty in the existing Audit Law from 2005, the requirement
for the audit firms or the statutory auditor – sole proprietor to publish the annual transparency report within
three months of the end of the financial year, in at least one mass media or on their websites. Transparency
report should provide for a permanent insight in adherence to the rules of the game in the competition on the
market by the members of this profession. The report should include a wide range of information providing
clear picture of the type and the volume of activities carried out by the audit firm during the year and the rev-
enues thus realized. More precisely, pursuant to Article 26 of the Auditing Law, annual transparency report
should include the following information: 

(1) Description of the legal structure and ownership; 

(2) Description of the professional network and both the legal and the structural arrangements in the 
network they belong to; 

(3) Description of the governance structure of the audit firm or the statutory auditor – sole proprietor; 

(4) Description of the internal quality control system of the audit firm or the statutory auditor – sole 
proprietor and a statement by the administrative or the management body on the effectiveness of its 
functioning; 

(5) List of auditees during the preceding year; 

(6) Statement on the policy implemented by the audit firm or the statutory auditor – sole proprietor 
concerning the continuing education of the statutory auditors and 

(7) Financial information on the total revenues realized on the basis of audit carried out and on the basis 
of other fees, broken down by four categories of audit services, additional services for quality 
assurance, tax advisory services and other non-audit services. (Audit Law, 2005)

Transparency reports should be signed by the authorized person at the audit firm, i.e. the statutory auditor
– sole proprietor, as the case may be.

If Article 26 Transparency Report in the former Law is compared to Article 40 Transparency Report in the
Revised Eighth Company Law Directive, one can conclude that there is high level of compliance regarding
the issue on compulsory information to be presented in the transparency report. However, regarding the
requirement related to the information to be part of the transparency report, Revised Eighth Company Law
Directive is more rigorous, in particular as regards the following points: (е) an indication of when the last qual-
ity assurance review referred to in Article 29 took place, (g) a statement concerning the audit firm's independ-
ence practices which also confirms that an internal review of independence compliance has been conduct-
ed and (j) information concerning the basis for the partners remuneration (Directive 2006/43/EC of the
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European Parliament and of the Council of 17 May 2006 on statutory audit of annual accounts and consoli-
dated accounts). 

Isolated differences were overcome with the recent amendments of the Audit Law from December 2010 and
broadening the list of requested information to be an integral part of the transparency reports. In fact, pur-
suant to Article 35 of the Law, audit firms are obliged, in special segments in their transparency reports, to
disclose data pertaining to the following: (1) date of carrying out the last check on quality assurance of the
auditor; (2) statement on independent operations of the audit firm, confirming the existence of internal pro-
cedures for check of independence compliance and their implementation and (3) information on the basis on
which the fee of the statutory auditor is determined (Audit Law, 2010).

On Table 1 is presented a comparative review of the segments of the transparency reports according to the
Audit Law from 2005 and the Audit Law from 2010. 

Table 1.

Segment of the transparency reports according to the Audit Law from2010 

Sources: Audit Law (2005) and Audit Law (2010)

Audit Law that entered into force in the course of 2005 imposed the requirement for the audit firms to sub-
mit the annual transparency report in 2007 covering their operations in 2006. Unfortunately, during 2007,
most of the audit firms did not submit annual transparency reports. Having in mind the fact that in 2007, the
ICARM was engaged in building its architecture and it worked on constitutive acts, while the Council for
Advancement and Oversight of the Audit (hereinafter: CAOA) put efforts to assist ICARM in commencing its
functioning, non-adherence to Article 26 of the Law remained suppressed, and the offenders were unsanc-
tioned. 

First transparency reports were published in the course of 2008, and they covered the operations of audit
firms in 2007. Number of submitted reports can lead to the conclusion that situation evidently improved in
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2008 and, 17 out of 24 audit firms published their annual transparency reports, while the remaining 7 audit
firms did not adhere to this legal requirement. In parallel to adhering to the legal requirements, in 2009, trans-
parency reports were published, covering the operations in 2008. In 2009, 21 out of 24 audit firms published
their transparency reports in the stipulated deadline. In 2010, for the first time, 24 audit firms adhered to the
requirement to present their transparency reports. In the course 2011, there were 28 audit firms, 4 of which
were newly established. This is the main reason why only 24 audit firms presented full transparency reports,
2 audit firms emphasized in their reports the fact that they were newly established and therefore were not in
a position to disclose all data required by the Law, while the remaining 2 audit firms did not present trans-
parency reports at all. In 2012 out of total 28 audit firms only one has not presented transparency report,
whereas the remaining 27 fulfilled their legal commitment. In March 2013, CAOA initiated the process of
licensing the audit firms and statutory auditors – sole proprietors. In the initial phase of the licensing out of
the 28 existing audit firms, 24 were licensed, whereas 4 audit firms did not submit a request for licensing to
the CAOA. One of the audit firms registered in the ICARM Registry, in the analysed period was not active in
the audit services segment and due to that had not published transparency reports. Due to this reason, in
observing the audit services market in the Republic of Macedonia there is a discontinuity of activities for 4
audit firms. In the meantime, in 2013 were licensed two new audit firms that disclosed their activities for 2013
and 2014 in their transparency report published in 2014 and 2015. Besides this, in 2014 was licensed anoth-
er audit firms that published its realized activities in the transparency report in 2015. In the same year, one
of the audit firms was transformed into statutory audit – sole proprietor. Considering the previously stated, in
2015 on the audit services market exist 26 audit firms. Trying to give a clear picture for the relations between
the Big Four and the remaining Non-Big four audit firms for the period 2007 – 2014, the research is consist-
ed of information from the transparency reports for all the audit firms that were active during the observed
period. The information from the transparency reports are taken in their authentic form and substance.

In Table 2 is presented a list of audit firms that in the period 2007 – 2014 participated on the audit services
market in the Republic of Macedonia.

First segment of transparency reports gives a review on the legal structure and ownership of all audit firms,
ICARM members. Pursuant to Article 24 of the Audit Law, an audit firm established as company and statu-
tory auditor – sole proprietor, having obtained working license therefore, can perform audit, as a service.
Audit firm is issued working license to perform audit operations if it fulfils the following requirements: (1) hav-
ing employed at least two statutory auditors, (2) majority voting shares in the audit firm owned by the statu-
tory auditors and (3) possession of insurance policy of general responsibility in the amount determent by the
ICARM (Audit Law, 2010). According to Article 13 of the Audit Law, the working license to the audit firms and
statutory auditor – sole proprietor is issued by the Council for Advancement and Oversight of the Audit (here-
inafter: CAOA). With the amendments in the Law from 2010, CAOA gained a status of regulatory body. With
a time gap of one year, the CAOA was constituted in January 2012. During 2012, the CAOA was working on
establishing its own architecture drafting the constitutional acts and was not able to commence the process
of licensing the statutory auditors and the audit firms. In the period from March 2013 until June 2015, CAOA
licensed 183 certified auditors, 26 audit firms and 13 statutory auditors – sole proprietors. 

Second segment of transparency reports shows which professional network the audit firm belongs to, the
legal and the structural arrangements therefore. There are differences in the extent of the information given
about the network arrangements, with in some cases very little information on the structure of central Boards
or committees and their functions. As shown in transparency reports, the segment explaining the profession-
al network which the audit firms belong to and the legal and the structural arrangement there from, the Big
Four provide more detailed explanations, while the local Non-Big Four just stress the fact that they act local-
ly on the territory of the Republic of Macedonia.

Who is who on the audit services market in the Republic of Macedonia - BIG FOUR versus NON-BIG FOUR 
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Table 2.

Audit firms on audit market in Republic of Macedonia in period 2007-2015 

Source: Registry of audit firms, ICARM, 2015

If we compare the information from the transparency reports for the eight subsequent years pertaining to this
segment, we may conclude that the majority of the audit firms use almost identical formulations. Special
attention should be given to four major changes. The first change occurred in 2008 when the local audit firm
Infos D became part of the professional network of the Bakker Tilly International. The second change took
place one year later, in 2009, when the local audit firm Macedonian Audit Center joined Moore Stephens.
Based on the agreement signed in October 2011, Primeko audit became full member of ECOVIS
International. During the same year, the local audit firm Dimitrov audit was rebranded to BDO. With the
changes that happened in the period of presentation of the transparency reports (2007-2014) we may sum-
marize that on the audit services market in the Republic of Macedonia at the beginning existed the Big Four
and Grant Thornton, whereas during the eight years observed, four local audit firms became part of the inter-
national professional network.
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Initial reading of the transparency reports for 2007 and 2008 imposed the impression of lack of experience
of the audit firms in preparing and presenting such type of reports. Certain audit firms, especially the local
ones, briefly focused in the reports on several key information (such as, the legal structure and ownership,
description of the governance structure and part of the financial information), without covering the other seg-
ments of the report (such as, the internal control, continuous professional development, presentation of list
of clients and realized revenues by categories of services defined in the Law). Unlike them, other audit firms,
especially the Big Four, presented more detailed information on the internal quality control system of the firm,
attached list of auditees; however, they did not make precise distinction of the realized revenues pursuant to
the requirements in the Law. Such approach is logical if one takes into account that the Big Four operate
according to the globally accepted audit methodology. It means a developed, detailed and rigorous internal
control system. What is immanent for the Big Four is carrying out control through every–day controlling of
the operations on the basis of hierarchy-pyramidal system, from the lowest to the highest management level
(bottom-up approach). In addition, there are periodic internal controls according to specially designed
methodology of the audit firm. Offices of the Big Four in the Republic of Macedonia are subject to detailed
peer review once a year, carried out by another firm member of the network in Europe, according to special-
ly designed control methodology and sophisticated and specially designed control software. 

By developing the experience in preparing and presenting transparency reports, improvement in their form
and contents is clearly significant. Such conclusion particularly refers to the local audit firms, which more pre-
cisely explain the internal quality control system, present detailed list of auditees, indicate the bases for cal-
culating the fee for the audit engagement partner and the dates of last quality control carried out by the
Quality Control Commission, operating within ICARM. Unfortunately, it is inevitable to notice that certain audit
firms, which present reports with poorer quality, do it continuously by copying the same wordings, without
putting efforts to improve information power of the transparency reports. Such inconsistent approach regard-
ing the form and the contents of the transparency reports burdens the comparison of data presented in cer-
tain segments and the carrying out of more detailed research. However, despite such limitations, presented
transparency reports provide realistic picture of the developments on the audit services market in the
Republic of Macedonia.

According to the Audit Law, one of the responsibilities of the CAOA is related to a review of the transparen-
cy reports. The initial review of transparency reports was conducted by the CAOA in 2013, when it conclud-
ed that there is an inconsistence approach in the presentation of information in the audit reports by the audit
firms and along with it a non respect of the requirements from Article 35 of the Audit Law. For the purpose
of improving the quality of the transparency reports and helping the audit firms in interpreting the legal
requirements, the CAOA prepared Guidelines for drafting transparency reports that in February 2015 was
distributed to the audit firms with a recommendation for its implementation when drafting the transparency
reports for 2014 which were to be submitted to CAOA by 31 March 2015. The initial review of the transparen-
cy reports form the last year shows significant improvement and unified approach in their drafting by the audit
firms in comparison to the previous years. 

Trying to give the most possibly clear image of the role the Big Four and Non-Big Four have on the audit
services market in the Republic of Macedonia, in continuation to this paper we will analyse data from seg-
ments in the transparency reports pertaining to (1) the number of auditees and (2) the financial information
on the total revenues realized on the basis of carried out audit, as well as on the basis of other fees, broken
down to four categories of audit services, additional services related to quality assurance, tax advisory serv-
ices and other non-audit services are analyzed in more details further on in this paper. 

Due to the heterogeneous composition of the auditees (part of them are large enterprises, part of them are
medium-size enterprises, also including projects financed by financial institutions and donors from abroad),
Table 3 presents the number of auditees being audited by audit firms in the period 2007 - 2014.
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Table 3.

Number of auditees in period 2007-2014

*Projects financed by financial institution and foreign donors.

Source: Transparency reports of the audit firms, 2007, 2008, 2009, 2010, 2011, 2012, 2013 and 2014
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Audit firms apply different approach when demystifying the clients at which audit was carried out. Most of
them provide detailed list of all auditees. Small portion of the audit firms use descriptive approach to indicate
the auditees by summarizing them in certain categories (companies, non-profitable organizations, projects
financed by financial institutions and donors from abroad, etc.). Only one local audit firms did not present a
list of auditees in the first two years. In the last six years, the weaknesses in this segment of the transparen-
cy report were overcome. However, despite such approach, this segment in the report points out to a posi-
tive trend in disclosing information related to client’s identity, which was considered as business secret in the
past and was not subject to public debate. Regardless of the fact that independent audit reports were sub-
ject to publishing pursuant to the first Audit Law from 1997, it was exceptionally difficult to relate the audit
firms to the specific clients. Hence, how small audit firms, having limited personnel resources, manage to
carry out audits at large number of clients has always been an open issue. Here we should not ignore the
fact that in the last decade the audit firms are facing high staff turnover which is not immanent for the other
professions. Such states of affairs make much difficult the efforts to establish clear correlation between the
staff potential in the audit firm and the number and complexity of the performed audit engagements, present-
ed in the transparency reports. Finally, numerous users of audit reports can learn from this segment of the
transparency report about the allocation of potential clients to be audited (pursuant to the Company Law,
they are the large and the medium-sized enterprises) between the audit firms and how much one participates
in dividing the pie. This information is also a good signal for ICARM to trigger its control mechanisms, should
it detect discrepancy between the available personnel potential and the volume of realized engagements at
certain audit firms. 

At the beginning of the analysis we would like to put attention to the fact that the number of auditees, during
the whole analysed period, is continuously growing from 437 in 2007 to 1,043 in 2014, i.e. and increase of
238%. From the enclosed list of audit firms, in the transparency reports we may isolate various trends at the
audit firms. Two of the Big Four in the eight years period doubled the number of auditees. More precisely,
PriceWaterhouseCoopers, Skopje from 23 clients in 2007 managed to increase the number to 49 auditees
on 2014. Similar trend can be noted in Deloitte that in the analysed period increased the number of its audi-
tees from 28 to 46. In the same period, Ernst&Young Statutory Auditors noted a pronounced fluctuation from
17 auditees in 2007, 34 in 2011, and 26 auditees in 2014. For the last from the Big Four, KPMG are noted
minor oscillation in the number of auditees from 46 in 2007 to the maximum 59 in 2013 and again 46 in 2014.
From the remaining audit firms, the most significant changes can be noted at Grant Thornton that from 22
managed to increase the number of its auditees to 101, Moore Stephens from 47 to 70 and BDO from 24 to
58 for the period 2007-2014. Five of the local audit firms have slightly decreased the auditees, whereas the
others managed to keep almost the same number of clients during the analysed eight years period. At two
of the local audit firms can be noted a significant increase in the number of auditees, and that at B&Lj, Boro
and Ljupco from 41 in 2007 to 93 in 2014 and at Rafajlovski Audit from 25 in 2007 to 47 in 2014. Special
attention should be given to the fact related to the newly established audit firms, of which three that present-
ed the transparency repots enclosed a list of auditees which number indicates initially good approach to the
audit services market and acquirement part of the auditees.

If we compare the Big Four and the remaining Non-Big four audit firms, we may conclude that out of the total
population of auditees in the analysed period, the share of the Big Four was significantly decreased from
26,09% in 2007 to 16,01% in 2014. From the remaining audit firms deserves attention the fact that the share
of the audit firms belonging to international network increased (Grant Thornton, Moore Stephens and BDO)
from 21,28% in 2007 to 24,93% in 2014. The local audit firms participated with 52,63% in 2007 and 59,06%
in 2014. 

Trying to find out the reasons for the oscillations in the number of auditees at the Big Four and Non-Big Four,
we isolated three particularly significant. Oscillations are partially due to the requirement in the Banking Law
in the Republic of Macedonia on mandatory external rotation of audit firms each 5 years. Taking into account
the fact that banks in the Republic of Macedonia most often select the Big Four as their auditors, mandato-
ry rotation causes changes in the number of their auditees. If going into more details in the analysis of the

Who is who on the audit services market in the Republic of Macedonia - BIG FOUR versus NON-BIG FOUR 



31

CEA Journal of Economics

list of the companies subject to audit, we may conclude that the big entities and public interest entities were
mainly audited by the Big Four. Part of the big entities and significant part of the medium entities are con-
centrated in the audit firms part of the international networks that do not belong to the Big Four (Grant
Thornton, Moore Stephens and BDO), as well as in the local audit firms. In the list of auditees of the local
audit firms are as well included projects financed by foreign donators. Due to these reasons, we consider
that a valid conclusion on the participation of the audit firms on the audit services market cannot be drawn
only on the basis of the number of auditees (as an isolated parameter). Besides that, according to the leg-
islation in the Republic of Macedonia, primary criteria when selecting the audit firm, for the majority of the
auditees, is the price of the offered service. Because of these reasons, during the public bidding among the
audit firms the chances to be selected are higher for the audit firms that offers lower price of their services.
Unfortunately, the quality is not considered as overriding criteria, so that the audit firms, especially the Big
Four, that are subject to rigorous quality control checks feel a serious handicap to compete with the low
prices on the market. However, regardless of the level reached as regards transparency in disclosing infor-
mation related to the auditees, these data do not give the answer to the question whether more audits car-
ried out means larger share on the audit services market, observed through the prism of the realized rev-
enues on the basis of audit. Answer to this question depends on the size of the auditee, as well as on the
fee the audit firm realizes from the audit carried out. We can get the large picture by relating these data not
only to the available personnel resources in the audit firms, but also to the revenues realized from the offered
audit services. Segregation of the audit services market and the struggle for new clients is often related to
the offering of lower fees for the service rendered compared to the offer of the competitive audit firm.
Unfortunately, lower fee always goes hand in hand with the compromise to render the service, however with
lower quality. Taking into account the above mentioned, we believe that this segment of the transparency
reports is a red flag for the quality control of ICARM. 

Pursuant to Article 35 of the Audit Law, audit firms are obliged to disclose, in their transparency reports, even
the most sensitive information related to the structure of realized revenues. Financial information on the total
revenues realized on the basis of carried out audit and on the basis of other fees should be broken down to
four categories: (1) audit of annual statements and consolidated accounts, (2) additional information on qual-
ity assurance, (3) tax advisory services and (4) other non-audit services.

Individual share of audit firms in the total offered audit services and the revenues thus realized in the period
2007-2014 is shown in Table 4 below.
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In the analysed period, the total market of audit services observed through realized revenues from audit
activities is characterized with emphasized fluctuations, starting from 4,076,359 EUR in 2007, 4,920,463
EUR in 2008, 5,204,359 EUR in 2009, 5,173,630 EUR in 2010, 5,282,094 EUR in 2011, 4,873,976 EUR in
2012, 4,346,865 EUR in 2013 till 4,153,057 EUR in 2014. Such oscillations do not correspond with the num-
ber of auditees, which as previously mentioned was increased double. The reason of such discrepancy
between the increased amount of work of the audit firms through drastically increase of the number of
auditess in one hand and maintenance of the level of audit revenues on approximately the same level on the
other hand is an issue that should be elaborated by the Quality Control Commission within ICARM. 

Data from transparency reports speak of dominant share of the Big Four, 67.60% in 2007, 63.61% in 2008,
61.68% in 2009, 59.92% in 2010, 61.07% in 2011, 57.77% in 2012, 51.86% in 2013 and 50.79% in 2014 in
the total revenues realized on the basis of audit services in the Republic of Macedonia. However, in spite of
the dominant share on the audit services market as per the realized revenues, it is worthed noting the fact
that such share of the Big Four is continuously decreasing that corresponds to the decrease of the number
of auditees in the analysed period. More detailed analysis of data in the Table 4 points out to the fact that
PriceWaterhouseCoopers dominated with 30.42% in the total revenues realized on the basis of audit in 2007.
Share of KPMG Macedonia in the structure of realized revenues is evident in 2008, participating with 20.83%
compared to the other firms in the group of the Big Four. PriceWaterhouseCoopers was again dominant on
the audit services market in 2009, participating with 20.99% in the total revenues realized on the basis of
audit. The situation was similar in 2010 as well, with PriceWaterhouseCoopers (18.68%) and KPMG
Macedonia (18.24%) having the highest share on the audit services market. As a result of the continuous
increase in the revenues from audit services from 7.49% in 2007 Ernst&Young Statutory Auditors, Skopje
achieves a dominant position on the market with 22.43% in 2011. Besides the significant fluctuation during
the eight years period, at the end of 2014 amongst the Big Four the greatest share in the realized audit rev-
enues has KPMG Macedonia (16.29%), then on approximately same level are PriceWaterhouseCoopers
(13.75%) and Deloitte (12.50%), where the smallest is the share of Ernst&Young Statutory Auditors, Skopje
(8.24%). Right after the Big Four, from the group of non-Big Four, Grant Thornton raises up above with a
continuous increase in the revenues realised from audit services from 6.00% in 2007 to 11.77% in 2014. The
dramatically increase of the revenues from audit activities of Grant Thornton is due to the fivefold increase
of the number of auditees that this audit firm has disclosed in the transparency reports for the past eight
years (from 22 to 101). 

For the domestic audit services market significant is the participation of the two local audit firms that during
the analysed period became part of the international professional network - Moore Stephens (5.52% in 2007,
3.98% in 2008, 3.83% in 2009, 3.92% in 2010, 3.90% in 2011, 4.14% in 2012, 4.52% in 2013 and 4.29% in
2014) and BDO (5.95% in 2007, 6.12% in 2008, 4.42% in 2009, 5.08% in 2010, 3.92% in 2011, 4.43% in
2012, 5.05% in 2013 and 4.65% in 2014). Basically, in the analysed period the individual share of the audit
firms that belong to the international network in the total audit revenues is relatively stable, but analysed all
together they take significant part of the market starting from 18.55% in 2007 with mild fluctuations in the fol-
lowing six years till 22.69% in 2014. The share of the other local audit firms on the audit services market was
minor in 2007 (13.86%), continuously increasing year by year, reaching significant 26.52% in 2014. 

However, a period of eight years might be too short of a period to draw valid conclusions. Anyhow, if we ana-
lyze the numbers in more details, significant fluctuations can be noticed at certain audit firms. Reasons for
such fluctuations should be further thoroughly analyzed, which certainly goes beyond the contents of this
paper. As previously emphasized, such trends are partially resulting of the requirements in the Banking Law
from June 2007 for external rotation of audit firms each five years. More specifically, Banking Law does not
allow for the same audit firm to carry out audit at the same client, i.e. bank, continuously for a period longer
than five years. Therefore, engagements of the Big Four in the financial sector change, causing to lose the
big clients at part of these firms, which, on the other hand, results in reduced revenues realized on the basis
of audit. Should we compare the data on the fluctuations in the revenues realized on the basis of audit and
the data on the number of auditees being audited by the audit firms in the last eight years, we can notice 33
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that certain audit firms, with reduced number of clients, experienced increased revenues realized on the
basis of audit services. 

Audit Law requires revenues the audit firm realize from quality assurance services to be separately present-
ed in the transparency report. Taking into account the fact that audit services market is still not developed in
the Republic of Macedonia, as is the case in the EU Member States, small number of clients request quali-
ty assurance services, and when they request such services, the audit firms treat them as another type of
services. Data in the transparency reports speak of such trends, and it was only Ernst&Young Statutory
Auditors, Skopje that showed revenues on the basis of quality assurance services in first years (2007 - 2011).
Since the review of the transparency reports started, and especially after the submission of the Guidelines
for drafting transparency reports, a significant improvement is noted in the part of delineation of the realized
revenues in four categories, as per the Audit Law. In the category of realized revenues from quality assur-
ance services in 2014, 15 audit firms disclosed their revenues in a total amount of 251.693 EUR, of which
35.99% are related to Ernst&Young Statutory Auditors, Skopje and PriceWaterhouseCoopers. In favour of
the previously stated, goes as well the fact that one of the local audit firms Bend Audit and Consulting in the
transparency report for 2014 disclosed revenues from quality assurance services representing 12.84% of the
total revenues. We hope that in the upcoming period, the audit firms will disclose these revenues separate-
ly and that they will not incorporate them in the category other revenues from non-audit services.

Another category of revenues from the transparency reports includes the revenues realized on the basis of
tax advisory services. Data on the participation of the audit firms in the total revenues realized on this basis
are presented in Table 5. 
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As we may conclude from the Table 5, the tax advisory services market in the Republic of Macedonia in the
period 2007-2014 is characterized with emphasized oscillations. Starting with 544,563 EUR in 2007, in the
following three years the total amount of revenues were decreased by more than double (219,796 EUR in
2008, 228,854 EUR in 2009 and 294,311 EUR in 2010), reaching the maximum 922,138 EUR in 2011, then
drastically reducing in the following two years (281,287 EUR in 2012 and 255,515 EUR in 2013), and at the
end of the analysed period, i.e. 2014 reaching 453,033 EUR. 

Unlike audit services, where the Big Four had the dominant share in the structure of the revenues realized
on the basis of audit services, their highest share as regards tax advisory services was noticed in 2007, cov-
ering 96.88% of the market. In 2007, only the following three out of the Big Four participated in the revenues
realized on the basis of tax advisory services: PriceWaterhouseCoopers with 79.90%, KPMG Macedonia
LLC Skopje with 10.59% and Deloitte LLC Skopje with 6.39%. Two local audit firms participated in the
remaining 3.12%. In the following years, share of the Big Four in tax advisory services drastically dropped
to 25.68% in 2008, 11.95% in 2009, 2.64% in 2010 and 2.48% in 2011. Significant growth is noted in 2012
of total 22.48% that continues in the following two year (31.19% in 2013 and 40.24% in 2014). Interesting
fact related to the share of the Big four in the revenues from tax advisory services is that Ernst&Young
Statutory Auditors, Skopje, according to the presented transparency reports, has not realized any revenues
on this basis during the analysed period. With regards to PriceWaterhouseCoopers that had the dominant
share in 2007 of 79.90%, in the next six years, it did not disclose revenues from tax advisory services and
in 2014 achieved a market share 9.18%. KPMG Macedonia LLC Skopje participated in the tax advisory serv-
ices market with 10.59% in 2007, 14.48% in 2008, 8.46% in 2009, and modest 0.55% in 2010 and no rev-
enues in the upcoming four years. As a difference from the previously mentioned Bug Four, in the course of
the analysed period Deloitte has been continuously reporting for the realized revenues from tax advisory
services, starting from 6.39% in 2007, growth to 11.20% in 2008, decrease to 3.50% in 2009, 2.10% in 2010
and 2.46% in 2011, up to significant increase to 22.48% in 2012, 31.19% in 2013 and 31.06% in 2014.

Unlike the developments at the Big Four, Non-Big Four increased their share on the market for tax advisory
services. What is surprising is the leader position of BDO for 59.80% in 2008, which share decreased to
23.94% in 2009, 10.50% in 2010 and 4.59% in 2011. In the next 2012, BDO notes increase of the revenues
from tax advisory services, and therefore a market share of 18.04%. In the last two years, it has not disclosed
any revenues realized on this basis. Special attention should be paid to the drastically increase of the mar-
ket share of tax services revenues for Grant Thornton that in 2011 is 56.00%. In the previous four years and
in the following three, the audit firm did not disclose revenues from tax advisory services. As regards rev-
enues realized on the basis of tax advisory services, what is significant is the share of the local audit firm,
which became part of the Baker Tilly Macedonia network. In fact, the other audit firm, together with Baker
Tilly Macedonia, managed to increase their participation in tax advisory services from 1.51% in 2007 to
22.42% in 2009, 44.00% in 2010 and 12.54% in 2011. In the last three years, the audit firm did not realize
revenues from tax advisory services. The discontinuity in reporting revenues from tax advisory services is
typical for the local audit firms as well. Taken as whole, the local audit firms managed to continuously
increase, with slight oscillations, their market share from symbolic 1.60% in 2007 to 14.52% in 2008, 40.29%
in 2009, 41.80% in 2010, 24.35% in 2011, 56.70% in 2012, up to solid 68.81% in 2012 and 60.79% in 2013. 

The reasons for exceptionally stressed oscillations in the tax services revenues are not elaborated in the
transparency reports. For this type of services there is no obligation to present a list of clients where they
were performed, which makes it difficult to draw a valid conclusion just on the basis of the presented amounts
for the realised revenues. Such tendencies deserve more detailed research by the relevant bodies (quality
control within the frames of ICARM and the Council for Advancement and Oversight of the Audit). Last cat-
egory of revenues covers other non-audit services and, according to the explanations in the transparency
reports of the audit firms in the Republic of Macedonia, this category incorporates the revenues from
accounting services and valuation. Review of structural share of audit firms in the Republic of Macedonia in
the total revenues realized on the basis of other non-audit services is presented in Table 6.
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Basically, on the non-audit services market are noted pronounced oscillations from maximum 7,540,071
EUR in 2007 to minimum 646,171 EUR in 2010. At the end of the analysed period all audit firms realized
total revenues from non-audit services in 1,326,349 EUR.

Information on the participation of certain audit firms in the total revenues realized from non-audit services,
obtained from the data in the transparency reports, is slightly different from the previously analyzed servic-
es. The participation of the Big Four stressfully oscillates from 11.38% in 2007, 76.69% in 2008, 62.31% in
2009, 55.34% in 2010, 64.80% in 2011, 55.26% in 2012, and 54.14% in 2013 to 55.58% in 2014. However,
we may conclude that in the segment of non-audit services, except for 2007, during the whole analysed peri-
od, the Big Four dominate on the market. Analysed individually each of the Big Four, in the period 2007-2014,
show discontinuity in realized revenues from non-audit services. Ernst&Young Statutory Auditors, Skopje
from the minimal 0.92% realized revenues from non-audit services in 2009, achieved its maximum in 2010
with 21.12%. In 2011 it did not realize any revenues from non-audit services, whereas in the remaining years
its share was approximately 10.00% to 16.01%. Special attention should be paid to the fact that
PriceWaterhouseCoopers in the period 2007-2010 did not disclose any revenues from non-audit services in
its transparency reports. However, in the following 2011 it disclosed revenues acquiring the dominant posi-
tion at the market with a share of 5.91%. Its participation was decreasing in the upcoming period to 39.10%
in 2012, 23.36% in 2013 and 25.13% in 2014. It is similar with KPMG Macedonia as well that in 2007 had
7.18% of the market share, increasing it to 42.03% in the following 2008. Starting from 2009 the realized rev-
enues and thus the market share decreased to 21.26%, in 2010 8.50% and in 2011 to 6.48%. In the upcom-
ing two years, the audit firm did not realize any revenues from non-audit services, whereas in the last 2014
achieved its minimum of 4.40%. The transparency reports for the last of the Big Four, Deloitte LLC Skopje
is not immune as well to the pronounced oscillations in the revenues from non-audit services. This audit firm
at the beginning of the analysed period noted a minimal market share of 0.95% that increase to 24.33% in
the next 2008. The trend of increase continued in 2009 achieving the maximum 40.13%, after which is noted
a dramatically decrease to 25.73% in 2010, 12.42% in 2011 and 3.21% in 2012. Since the marked increase
in 2013 to 15.91% at the end of the analysed period the market share dropped again to 10.05%. 

Out of the audit firms that are part of the international network but do not belong to the Big Four, Grant
Thornton dominates with achieved maximum in 2007. In the following 2008 the share was dramatically
decreased to 2.51% and in 2009 increased again to 15.72%. In the following two years the share level was
maintained to 18.16% (2010), i.e. 12.34% (2011). The pronounced oscillations continued in 2012 when the
share was decreased to 1.79%, as well as in 2013 with market share of 1.84%. The share of Moore Stephens
in the total revenues from the non-audit services during the analysed period is symbolic, from the minimal
0.16% in 2007 to the maximum of 5.52% in 2010. It is slightly different for BDO that started with modest
0.44% in 2007 and with mild oscillations reached 4.83% of the market share in 2011. From achieved 14.68%
in 2012, through 13.06% in 2013, it reached its maximum of 16.00% market share. 

As a difference to the Big Four that dominate the market of realized revenues from non-audit services and
the audit firms that are part of the international network (that do not belong to the Big Four) which have a
significant part of the market share, the remaining local audit forms at the beginning participated with mini-
mum 1.77%. In 2008 their share increased to the maximum 18.88% whereas in the upcoming period are
noted slight oscillations from 16.46% in 2009, to 18.00% in 2010, 15.51% in 2011, 12.66% in 2012, 18.36%
in 2013 to 8.86% in 2014. 

Based on the conducted analysis of the transparency reports in the segment for realized revenues grouped
into four categories, we may conclude that the Big Four along with the audit firms that are part of the inter-
national network (but do not belong to the Big Four) dominate on the audit services market in the segment
of audit and non-audit services, and partially in the segment of assurance services and tax advisory servic-
es. As a difference to them, the local audit firms are well positioned in the audit services segment, dominate
with revenues from tax advisory services and have a significant share in the assurance revenues. 
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Research limitations and potential benefits for the users of the results from the research 

Analyzing the data in the transparency reports is a challenge; however, it also imposes certain limitations. In
the first year of presentation of transparency reports we faced difficulties in receiving the reports from all the
audit firms because there was not established a practice for their regular publication in the public media or
on the web sites of the audit firms. Because of this, we received some of the reports directly from ICARM.
In the following years was established a practice for regular publication of the transparency reports on the
web site of ICARM, thus overcoming the problems we had faced at the beginning of the research.
Processing the inconsistently presented data also imposed serious limitations. At part of the audit firms,
selecting the realized revenues on the basis of realized service in the reports did not correspond to the
requirements in the Audit Law. This certainly required, when processing the data, additional grouping so as
to realistically include the revenues the audit firms in the Republic of Macedonia realized on the basis of the
four types of services. Additional problem in analysing the data represents the lack of consistency in data
disclosure. In some parts of the reports, the audit firms quote part of ISA or give extensive explanations. As
a difference, other audit firms usually present the information briefly in one paragraph. From the point of view
of analysing the data, the both extremes lead to various dilemmas. In the first case which information to con-
sider as relevant, and which for less relevant for the purpose of the research. In the second case how to
complete the information in case of lack of additional information. Based on the conducted analysis on the
transparency reports for 2014 we may surely conclude that the major part of the problems and dilemma we
faced in this research will stay in the past. Since the Guidelines for drafting transparency reports was pre-
pared and distributed by CAOA, the quality of the reports have been significantly improved in terms of
respecting the provisions from the Audit Law for the form and content of the reports. Surely, the fact that
CAOA since 2013 has been actively involved in review of the transparency reports, carefully studying them
and in case of identified deficiencies communicating to the audit firm for their correction has had a preven-
tive impact for better and more informed reports. The application of the Guidelines provided for consistent
reporting by the audit firms on separate segments from the transparency reports, eliminating the possibility
for arbitrary interpretation and implementation of the provisions from the Audit Law.

Finally, relatively short period of eight years of presenting the transparency reports, which commenced in
2008, limits the research and makes it poorer in terms of monitoring the dynamics of the development of cer-
tain audit firms and their participation in the audit services market in the Republic of Macedonia. In favour to
this conclusion goes the fact that in the analysed period was conducted licensing of the audit firms by the
CAOA followed by a transformation of several audit firms to statutory auditor – sole proprietor and vice versa
and non licensing to existing audit firms. The discontinuity in the existence and operation of the audit firms
was reflected to the number of auditees, as well as to the realized revenues on the basis of key services that
audit firms offer to the market. Their isolation from the research would have influenced on the large picture
for the position and importance of certain audit firms on the audit services market in the Republic of
Macedonia. 

However, regardless of the numerous limitations we faced when obtaining the transparency reports from the
audit firms and analyzing the presented data, observations we made gave us the real picture of the trends
on the audit services market in the Republic of Macedonia in the analyzed period 2007-2014. After 18 years
since the adoption of the first Audit Law and after 10 years since the adoption of the new Audit Law and 5
years from its amendments, which promoted the building of the audit profession with attributes immanent for
the developed economies, the Big Four have played the dominant role in creating the climate for develop-
ment of the profession. They were, are and, we expect, will be generators of changes in the audit profession
in the Republic of Macedonia. Besides them, the analysis of the transparency reports in the two segments
(number of auditees and revenues realised for audit, assurance, tax and non-audit related services) showed
that very close to the Big Four, are Grant Thornton as well the firms that became members of international
networks, such as, Moore Stephens, BDO and Baker Tilly Macedonia. In parallel to them, several local audit
firms (B&Lj, Boro and Ljupco, Trio-Consulting LCC Gevgelija, Cenzum LCC Skopje etc.), by showing high
professionalism in their operations, gained their position on the audit services market. Such trends for par- 39
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ticipation of audit firms in the audit services market could not be foreseen even prior to obtaining the initial
information from the presented transparency reports. However, as said at the beginning, in conditions of
absence of strong professional association of statutory auditors, establishment of the audit profession in the
accounting infrastructure, establishment of audit firms and their struggle to win the market and the clients
was accompanied with a certain amount of mystery. Issue of which audit firm works at which client and the
fee for the offered service was speculated. Such atmosphere protected the audit firms and made them
untouchable. Adjusting the new Audit Law to the revised Eighth Company Law Directive opened the issue of
transparency in the operations of the audit firms and touched upon the most sensitive information.
Resistance to such requirement was shown by refraining from presenting the 2007 transparency reports by
most of the audit firms in the Republic of Macedonia. 

At the very beginning of the application of the 2005 Audit Law, audit firms perceived transparency reports as
a bureaucracy nightmare, requiring employment of resources during the season of audit services on the mar-
ket. Different perception of the requirement to present sensitive information from the operations of the audit
firms in the transparency report is partially overcome, following their first presentation in 2008. Legal require-
ment for the audit firms to offer, through the report, transparent information on themselves provides for (1)
their better presentation in front of the potential users of their services; (2) better insight for those purchas-
ing the service in the quality of the products offered through the statements for the internal control system of
the audit firm, as well as in meeting the obligation for continuous professional development of the employ-
ees, in respecting the requirement for independence in realizing the engagement, etc. All in all, presenting
data from the transparency report should provide for a positive input of the audit quality and it can help in
promoting sounder competition on the audit services market. 

So far the practice has shown that the Quality Control that functions within the frames of ICARM is not using
the information from transparency reports as red flags to activate the control mechanisms. A contrary, the
Commission operates according to an accepted methodological approach for selection of the entities subject
to quality control which is based on replies to questionnaires distributed to the audit firms. Besides that, the
Audit Law prescribes the obligation to present transparency reports, but fails to prescribe sanctions for audit
firms that would not do so or in case they disclose non-accurate data. The lack of penalty measures may
address poor message to the audit firms, so that they will not take seriously their obligation for timely presen-
tation of the transparency reports and disclosure of accurate data in them. Unlike the approach of the Quality
Control Commission within the frames of ICARM, according to Article 8 of the Audit Law the CAOA has a wide
spectrum of competences among which check of the transparency reports especially in terms of their compat-
ibility with the legal requirements. In 2013, the CAOA with due care reviewed the transparency reports, there-
by identifying inconsistency in their presentation by the audit firms. Aware of its oversight position, as well as
of its function for advancement of the profession, CAOA prepared Guidelines for drafting of transparency
reports that should help in overcoming the identified weaknesses. The results became evident in the upcom-
ing 2014. Presenting the transparency report might, for part of the smaller local audit firms, be a legal obliga-
tion that is time consuming, incurs costs which in a given constellation of arrangement of clients can be hard-
ly valorised through winning new clients and winning better position on the audit services market. 

After eight years of presenting the first transparency reports, it is extremely difficult to measure the benefits aris-
ing from the legal requirement to publicly present the data for themselves and their policies and processes.
However, it is quite certain that by developing the audit services market in the Republic of Macedonia, audit
firms will, in the coming years, start feeling the benefits from their transparent presentation in front of the clients. 

Considering this, the results from the conducted research will show the share of each audit firm on the audit
services market regarding the number of auditees and realized revenues. For the Big Four and the audit
firms part of other international networks, the results of this research may show them how big they are on
the market and where is their position compared to the others. On the other hand, the research outcomes
may represent an impulse for local audit firms to direct there promotional activities towards winning markets
that are not dominated by the Big Four or the other audit firms part of the international network. 
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Conclusion

Strategic commitment of all Governments of the Republic of Macedonia since its independence till today is
approximation and integration in the EU. Audit profession was, still is and, it is quite certain, will be part of
the strategies for faster integration in the EU. In the light of such commitments, new Audit Law was adopted
in 2005, being modified and amended in 2010. Audit profession has been waiting for this Law for eight years.
It was not just a mere coincidence that, during its preparation, then proposed Eighth Company Law Directive
was consulted. Striving for approximating the national audit profession to the global professional elite, new
Audit Law is harmonized with the said Directive in all key segments. To that end, requirement for audit firms
in Macedonia to present annual transparency report was introduced in 2007 for the operations carried out in
2006. However, despite such defined legal requirement, public in the Republic of Macedonia saw the first
transparency reports in 2008 covering the operations of audit firms in 2007. Information presented in the
reports aroused huge interest at us and stimulated us to carry out initial research so as to depict the trends
on the audit services market in the Republic of Macedonia in the period 2007 - 2014. Comparing the data
from the transparency reports in the twо segments that may give more precise image for the states of affairs
on the audit services market we came up to several conclusions. First, the number of clients where the audit
firms performed audit engagements indicates that the Big Four were, are and probably will be dominant at
the large auditees and in the financial sector. Regarding the number of auditees, non-Big Four do not lag
either. Namely, according to the transparency reports, they participate quite successfully in the distribution of
the “audit cake”. The second conclusion does not vary drastically from the first one, and arises from the
financial data related to the revenues that the audit firms generate from the audit, assurance, tax advisory
and non-audit related services. The realised revenues confirm the domination of the Big Four on the audit
services market in the Republic of Macedonia. Just behind them are the audit firms which are part of the
international companies’ network. The share of the domestic audit firms especially in the part of the revenues
realised from tax advisory and non-audit related services, should not be neglected either. The revenues vari-
ances in the analysed eight years cannot assure us of the fact that the market is segregated among the exist-
ing audit firms, each of them having ‘marked’ its territory of functioning. A contrary, the market is still turbu-
lent and the audit firms, through the quality of their services, will have yet to find their way to the clients. The
transparency reports along with the data disclosed in them should stimulate the ICARM, the Quality Control
Commission, as well as the Council for Advancement and Oversight of the Audit to act towards improving
the profession image by isolating the audit firms that do not comply with the rules of the profession and sanc-
tioning them. In a long term, exactly in this segment should be sought the benefit of presenting transparen-
cy reports, not only for the audit firms that respect the profession rules, but for the audit services users’, as
well. 
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