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1. Of Armies and Rock Stars


“The Big Eight? Isn’t that some kind of football conference ?”
—An account executive at J. Walter Thompson, the international advertising agency



LIVE FROM HOLLYWOOD—the Academy Awards show. Lights. Action. Music. Oscars. Glitter. Tears. A million “thank you’s.”

JOHNNY CARSON: And now, to present the award for the outstanding performance by an actress in a starring role, a gentleman who has won two Oscars and tonight is nominated for a third, and a lady who has her own Oscar. They are both remarkable for the unique ability to play comedy as well as drama, and tonight makes the first time they’ve played together. They are Jack Lemmon and Cloris Leachman.

MUSIC: “Days of Wine and Roses”

(Jack Lemmon and Cloris Leachman come to podium.)

JACK LEMMON: Before we present the first award, we have to explain how the Academy’s voting procedure works. All active Academy members may vote on nominations for the five pictures of the year. Other nominations are made by members of each Academy branch. For example, writers nominate the five outstanding writing achievements of the year, actors nominate actors, directors nominate directors, et cetera.

CLORIS LEACHMAN: Later, all members vote on those nominations to select the final awards. Their secret ballots are sent to the Academy’s bonded accountants, Price Waterhouse and Company, for tabulation. Results are known only to Price Waterhouse and Company until the sealed envelopes are opened here tonight. And guarding those envelopes is Frank Johnson of Price Waterhouse. Gentlemen—

(He enters to applause.)

The sight of a clean-cut tuxedoed man presenting a sealed envelope to a dashing celebrity is the only vision most Americans have of The Big Eight at work. Millions, in fact, know only one of The Big Eight by name—Price Waterhouse—and think it is some sort of detective agency whose shining hour comes once a year on a glamourous television show. Something like a corporate Bert Parks.

That the man on the street does not know of The Big Eight, or that he thinks of it as a football league, is startling. That the only widely known member of The Big Eight is famous mostly for its ten-second appearance on the Oscar show is extraordinary. And that a Big Eighter manages to wrangle a free plug on the most watched television program in history—and controls the voting for the world’s most coveted film awards—is revealing.

Who are The Big Eight? For starters, they are huge multinational business organizations, the largest professional firms in the world, and some of the most influential financial powers on earth. They are Arthur Andersen; Arthur Young; Coopers & Lybrand; Deloitte Haskins & Sells; Ernst & Whinney; Peat, Marwick, Mitchell; Price Waterhouse; and Touche Ross. Working through an intricate network of high-level contacts and special relationships, they operate at the seat of power and yet are often removed from the public eye. This influence is pervasive, touching the lives of every human being and impacting the decisions of governments, corporations, churches, rock stars, armies, hospitals, universities, museums, penitentiaries, poets, and police. Even those who know of—or even work for—The Big Eight do not fully recognize the enormity of their presence. To put it simply, The Big Eight are into everything! Born into the world as accounting firms, and still widely regarded as such, The Big Eight have nevertheless defied genetics, assuming identities never exhibited by their founders. Their scope of practice is sweeping, offering clients a vast smorgasbord of business services. Just a brief glance reveals a full menu indeed. The Big Eight are, among other things, auditors, accountants, executive headhunters, merger-makers, tax specialists, consultants, attorneys, lobbyists, expert witnesses, financial planners, actuaries, engineers. They do everything from planning urban medical centers to designing Third World transportation systems. Name a white-collar service and chances are The Big Eight provide it or will find a way to do so.

But how did this all begin? Where did The Big Eight come from? Where are their roots? It all traces back to ancient history, to the very beginning of accounting.

“We all know that the ancient Greeks, while not having an April 15 deadline, utilized accounting as a basic tool,” says Walter E. Hanson, former chairman of The Big Eight firm of Peat, Marwick, Mitchell, in an address to the Newcomen Society.

“If you go back to the palace of Nestor in ancient Greece, you’ll find not only accounting records, but also records of income-tax computation. So the origins of accounting are as old as civilization itself, because man’s need to know and record his inventory position, the grain in his graneries and the flocks in his field, predated his need to write about anything else....

“However, the profession of public accounting or auditing, as we know it, is both young and unique. It began in Great Britain with the company laws and bankruptcy acts passed in Parliament in the 1850s, and you will find, as I thread through this, that most of the advances in accounting came from chaos in business. They did this to safeguard the shareholders of many corporations that resulted from the industrial revolution in Britain. In America, chartered accountants appeared on the scene during the decades of rapid growth following the Civil War. They were mostly Scottish and English who came here to watch over the capital that was surging into the New World from the Old. That’s how accounting got started....”

The evolution of Peat, Marwick, Mitchell into a major CPA firm provides a representative example of The Big Eight’s rise to power. Peat’s roots trace back to both the United States and Great Britain. The firm came to life in England in 1867; in 1891 it was named W.B. Peat & Co. The American ancestor, Marwick, Mitchell & Co., was fathered by James Marwick and Roger Mitchell in 1897, just a year after the New York State legislature provided for the designation of “certified public accountant.” Housed in New York’s financial district at 45 Nassau Street, the firm prospered, built a following throughout the city, and in 1904 opened offices in Minneapolis and Chicago, soon to be followed by branches in Winnipeg, Toronto, Pittsburgh, Philadelphia, and Kansas City. At this time, there were twelve partners on the letterhead of Marwick, Mitchell & Co.

The year 1907 proved to be an auspicious one for accountants. Throughout the twentieth century, accountants have greatly expanded their influence and involvement in the business community in times of economic adversity. In the so-called Panic of 1907, with banks and businesses failing in alarming numbers, M&M found itself in the right place at the right time.

“At this point, J.P. Morgan, aware that Marwick, Mitchell had become specialized in bank auditing, called upon the firm to assess the solvency of the old Knickerbocker Trust Co., a key bank in the system,” Hanson adds. “The work our firm did contributed, however modestly, to Morgan’s strategy for ending the panic and laid the groundwork for greater business acceptance of the accountant’s role in industry.

“The next important year in our history was 1911, when James Marwick encountered Sir William Peat during an ocean crossing from London to New York. Inspired by the bracing salt air and the superb cuisine, not to mention the fine brandy and cigars, the two reached a working agreement to combine the strengths of their partnerships. For a period of fourteen years the firm operated in the United States as Marwick, Mitchell, Peat & Co. On January 1, 1925, the firm assumed the name of Peat, Marwick, Mitchell & Co.—partners on a worldwide basis. The Co. in our name represents copartners, not company.

“As you might imagine, Sir William Peat, James Marwick, and Roger Mitchell all hailed from Scotland, a land that prides itself on three major exports—accountants, golf, and whiskey. In the meantime, the accounting profession had been given a boost with the establishment in 1913 of the Federal Reserve Board which resulted from the 1907 panic. Nineteen-thirteen was also the year that the states ratified the federal income-tax laws. The following year, the Federal Trade Commission was formed. Demands of both the Federal Reserve Board and the Federal Trade Commission as new regulatory bodies led to the adoption of official standards and guidelines for independent accountants, and, obviously, the advent of income tax opened a very broad field for our profession.”

So too did the stock market crash of 1929 and the resulting securities laws of 1933 and 1934. In creating the Securities and Exchange Commission and requiring audits of corporate financial reports, this sweeping legislation did more than anything else to foster the enormous growth of public accounting. It laid the groundwork for the tremendous demand for Big Eight services over the past fifty years. Once the role of the CPAs as auditors and tax advisers became well established, the firms grew at an awesome rate. In 1947, for example, Peat, Warwick’s revenues were less than $10 million; today they are close to $1 billion.

What has caused this astounding success? Hanson attributes it to “the firm’s decision to expand not only into highly specialized industries such as banking and transportation, insurance companies and savings and loans, but also into such areas as nonprofit institutions and government, where independent audits were something of a new idea. The only way this expansion could be achieved was by bringing established experts in each field into our firm. We did this by a series of well-conceived mergers in the 1950s and early 1960s. At the same time, our public company practice was enjoying amazing growth, as were our management consulting services, which date back to the 1920s when PMM was helping its clients install accounting systems. Finally, the fact that our firm was already established in most countries throughout the world put us squarely in a position to move ahead and assist the multinational thrust of postwar American business around the world.”

Still, in spite of The Big Eight’s evolution as multinational tax experts and management consultants as well as CPAs, the label of “accounting firms” remains accurate, if not complete. The biggest chunk of revenues flowing into The Big Eight comes from what may be broadly defined as accounting services. Most important among these is auditing—the independent review of financial reports by CPAs.

“Basically, the accounting process consists of recording all of an entity’s transactions and similar relevant events, grouping those transactions and events in categories with similar characteristics, and presenting them in a set of financial statements intended to meet the needs of a variety of users.

“Accounting then is a means of achieving accountability. In the United States, chiefly through state and federal government agencies, society has used accounting systems and the information they produce as a means of control over a variety of entities. In the areas of income taxation, regulation of banks, insurance companies, and utilities, particularly in matters of rate regulation, government has relied heavily on accounting.

“This reliance usually involves requirements for detailed record-keeping. For example, almost every business, no matter what its size, must keep accounting records for such purposes as income taxes, withholding taxes, social security payments, and wages and hours worked by employees....

“The auditor is an intermediary in an accounting relationship. He is a third party in the relationship between the issuers of financial statements and those who use and rely on those statements....

“An independent audit is necessary because of the inherent potential conflict between the entity’s management and the users of its financial information. Since financial statements are one of the means used to evaluate management’s performance in operating the entity, management could have an incentive to bias the measurement. The bias could range from unconsciously presenting performance in a better light to outright misrepresentation.”*

Although they are engaged in an ever-widening scope of practice, The Big Eight still view themselves as CPA firms in general, auditors in specific. All of The Big Eight chairmen are CPAs and everyone else in the firms is supposed to think and act like a CPA. What’s more, The Big Eight labor mightily to classify their practice specialties as natural extensions of the CPA’s role. Sometimes that takes a major effort: the connections are not always obvious. This is probably true, in part, because laymen are often confused about the accountant’s role. They have been ever since CPAs first emerged in our society.

A story on accountants in a 1932 issue of Fortune magazine put it this way:

Towards the turn of the century there sprung up in this country a new profession. Already established abroad, it followed English investments to the U.S., watched over them, took root. Today, it is no overstatement to say that there are preeminently three professions upon whose ethics as well as upon whose skill modern society depends: law, medicine, and Certified Public Accounting. Yet this third profession, which is no heritage but a creation of our necessity, is so little known that certainly 100,000 of our free, white, educated American contemporaries will die in A.D. 1932 without ever having the vaguest of what manner of men Certified Public Accountants are. They walk in the shadow of virtual anonymity. So discreet are they that at times it seems as if their aim were to become a disembodied function, almost without proper name. Yet upon the expert opinion of these abstract beings—who pit their judgment against the unbelievably subtle economic forces of this generation—the financial structure of our greatest industries is founded.

Auditing remains the foundation of The Big Eight’s practice. It is the center of the action—the land of big bucks. It is here that The Big Eight collect their highest fees, draw their greatest power, and gain entry into the hearts and minds of corporate executives, political leaders, and bureaucrats. Big-league auditing is their private preserve, the one lush and lucrative business market that they alone control. The Big Eight have a lock and key on it.

Among them, the eight professional behemoths audit 90 percent of all the corporations listed on the New York Stock Exchange. This is their exclusive territory because they alone are big enough to serve it. Auditing the likes of General Motors is an enormous undertaking, requiring the skills and talent of fourteen hundred accountants working through offices around the world. The team assembled by Deloitte Haskins & Sells (the auto giant’s auditors for sixty years) to conduct the GM audit is larger than 99 percent of all the accounting firms in the world. The vast majority of CPA firms cannot muster the manpower or the facilities to handle a tiny fraction of the GM job. But, for Deloitte, the automaker is simply one of tens of thousands of accounts.

Big business needs big auditors, and The Big Eight are gigantic. Together they employ 150,000 people in 2,500 offices in more than a hundred nations. Each year, The Big Eight interview 160,000 students from U.S. colleges and universities, hire 10,000 and make more than 1,000 new partners. Combined Big Eight revenues approach $5 billion annually, and two of the firms, Peat, Marwick and Coopers & Lybrand, will each cross the $1 billion a year mark in the near future. The largest law firms, by comparison, don’t come within 10 percent of this. The Big Eight are in a class by themselves. A study performed by the Congressional Research Service found that clients of the Big Eight account for 94 percent of all sales, 94 percent of all profits, 90 percent of all income taxes paid, 94 percent of all people employed, and 94 percent of all assets owned by New York Stock Exchange members.

But numbers don’t tell the whole story. The Big Eight are bastions of information. Many of the world’s best financial minds—leading accountants, lawyers, auditors, consultants, actuaries, and tax specialists—are on the staffs, serving clients, writing papers, counseling government, and perhaps most important, making decisions with social, political, and economic repercussions. All of The Big Eight conduct massive educational programs with a curriculum, staff, and student body to rival that of a small college. Arthur Andersen, one of the more aggressive Big Eighters, does in fact maintain its own university complete with a fifty-acre campus. The firms publish thousands of newsletters, booklets, studies, white papers, brochures, press backgrounders, and magazines to educate and propagandize staffers, clients, and opinion leaders with points of view on IRS rulings, tax bills, tariff acts, jobs legislation, regulatory procedures, Supreme Court decisions, social trends, and corporate developments. When anyone wants to know anything about the world of business and finance, they can turn to The Big Eight for the answers.

The scope of The Big Eight’s in-house expertise is staggering. Witness: The tax department at the Big Eight firm of Touche Ross—which, like its counterparts throughout the Big Eight, provides specialized tax counsel to corporations, governments, and wealthy individuals—accounts for only 10 percent of TR’s revenues. What’s more, less than half of the staffers in this relatively small corner of the Touche empire are attorneys. Still, the Touche Ross tax department has enough attorneys to make it qualify as one of the largest law firms in the world. It fits into the worldwide Touche Ross organization as Onassis’ yacht would fit into the QE2. When it comes to The Big Eight, everything else pales by comparison.

The Big Eight’s incomparable array of talent and brainpower, its armies of attorneys and accountants, its avalanche of reports, booklets, and courses—all are turned, in one way or another, into fees. When an industrial giant or a well-known institution needs a stamp of fiscal approval or a new stamping plant, it turns to The Big Eight for help. No one else—not the government, not the think tanks, not the old-line consulting firms—can deliver the right talent and experience to so broad a range of problems. “The Big Eight are so large and influential in relation to other CPA firms that they are able to control virtually all aspects of accounting and auditing in the U.S.”*

Auditing is The Big Eight’s foot in the door. A rich and prestigious practice in itself, it is also an entryway into a client’s inner sanctum. Once he is functioning as part of the family—as a trusted confidant and adviser—the auditor can extend his presence throughout the client’s body and soul. One service leads to another and another and another and....

Take the long-standing relationship between Price Waterhouse and the Academy of Motion Picture Arts and Sciences. PW, easily the most prestigious of The Big Eight, made a name for itself as auditor to Tinsel Town during the heyday of the great Hollywood studios. Price counted many of the top movie makers among its clients and still represents the last vestiges of the picture companies, including Universal, Columbia, and Disney. “We were very well known in Hollywood during the golden era,” says Frank Johnson, the latest PW partner to supervise the firm’s Oscar work and to appear on camera the night of the awards telecast. “I assume that’s the reason the Academy first approached us to work for them back in 1927. We were engaged as auditors the year the Academy was formed.”

True to form, the auditing job led to additional assignments, including, to name a few, tabulating the results of the Board of Governors election, the Student Film Award balloting, and providing ongoing tax consulting. Most notably, PW was named in 1935 to handle the Oscar balloting. The Academy called on Price to provide a much-needed shot of respectability to the then-fledgling awards. Born in 1929, the Oscar soon came under a cloud of suspicion. A number of controversial awards cast doubt on the legitimacy of the balloting, making it seem as if politics played a bigger role than the vote count in the naming of winners. Mary Pickford’s Oscar for the poorly received film Coquette, her first talkie, seemed to many to have more to do with the great silent-film star’s heavy involvement in the Academy than with her performance in the film. Controversy about the Academy’s balloting came to a head with the 1932 dual awards to Fredric March (Dr. Jekyll and Mr. Hyde) and Wallace Beery (The Champ) after an unprecedented tie vote. Many doubted that the count was actually deadlocked. Rumors were rampant that it was simply a diplomatic way to treat the great stars.

Credit the Academy for recognizing that Oscar would become a truly prestigious award only if perceived as an accurate reflection of the membership’s vote. The public and the film community would embrace the awards, providing the balloting were completely honest in fact and appearance. There could not be the slightest hint of backroom wheeling and dealing, of doctoring the vote to favor an Academy pet. To assure this and to send a clear message to the world that the voting would be as clean as a presidential election, the Academy delegated control and supervision of the process to Price Waterhouse. The action succeeded in removing any taint of illegitimacy. Although the Academy membership is often accused of voting with its heart rather than its mind, there is no doubt that the prized statuette goes to the nominee with the most votes.

To this day, Price Waterhouse runs the Academy Award balloting with military precision. The job takes four weeks and more than two thousand manhours. A nice chunk of business that brings in about $150,000. Price Waterhouse staffers in the firm’s Los Angeles office literally take the ballots to the post office, check the addresses to confirm that all are Academy members, and mail out the envelopes. When the ballots are returned, about ten days before the popular telecast, Price tabulates the votes, types up cards naming the winners, and places them in the now-famous sealed envelopes. No more than three people know the outcome before the Oscar show goes on the air, and all are on the staff of Price Waterhouse & Co. Earth-shattering, no, but indicative, in one small way, of The Big Eight’s pervasive influence and its privileged position throughout the public and private sectors. Whether it is the quarterly earnings report of the troubled Chrysler Corporation, the latest statement on New York City’s solvency, the Comptroller of the Currency’s policies on bank-lending ratios or the winner of the Best Supporting Actor Award, The Big Eight learns about it before the rest of the world and often plays a role in shaping the outcome. PW’s Oscar work is interesting in that it provides a dramatic demonstration of The Big Eight’s wide scope of practice. The stereotype of the stiff and formal CPA, locked away in a darkened audit room, surrounded by ledgers, invoices, and receipts, is an accurate reflection of only one part of The Big Eight’s work. To be sure, tens of thousands of young audit staffers, many of whom are sorely disillusioned, are relegated to the lonely monotony of backroom adding and subtracting. But there is much more. In The Big Eight’s diverse ranks, one finds planners, technicians, administrators, managers, executives, troubleshooters, thinkers, salesmen, and, in the case of Price Waterhouse, on-camera personalities. Some of the problems these men and women have to deal with run far afield of accounting.

“The big problem at the Oscar show is guessing from which door the presenter will enter the stage,” Johnson says. “Because there may be six different entrance locations during the show, I’m backstage moving from one spot to another, trying to stay one step ahead of the program. There have been a few close calls. Some of the presenters get caught up in the drama of the moment and forget to wait for the envelope. I have to be alert and literally put it in their hands. “One of the best things about working on the Oscar engagement is the party afterward. As soon as the show is over, all of the stars and Academy officials go to a very elaborate bash to celebrate. It’s a lot of fun chatting and mingling with the stars. The thing that always surprises me, however, is that they are as interested in asking about my work with Price Waterhouse as I am in discussing their film careers.”

Price Waterhouse—the austere blue-chipper of The Big Eight—is not too staid to know a good plug when it sees one. PW partners acknowledge that the firm is best known for this “unusual assignment,” and that the high profile it enjoys from the Oscar telecast provides the winning edge in the competition for a number of choice accounts.

Even when the firm comes in for some good-natured ribbing by the stars—as it has a number of times over the years—the fallout is entirely positive. Everyone is having a good time; the glitter of the evening rubs off on PW. When Chevy Chase commented extemporaneously that the results of the balloting are known only to Price Waterhouse—and their immediate families, neighbors, etc.—the ad lib was just another on-the-air promo for PW and another indication that the firm is part of the glamourous Hollywood community.

Price Waterhouse men are not always introduced on camera. So when the Oscar’s 50th Anniversary Show was scheduled, PW took no chances on missing out on the free publicity. Frank Johnson suggested to Academy officials that the firm’s introduction would be in order. Howard Koch, producer of the anniversary program (and then-president of the Academy’s Board of Directors) agreed to revise the script for this purpose, but not without comment.

“There’s a little ham in all of us,” he said, in what is certainly one of the most unusual observations ever made concerning a world-renowned financial services firm.

There’s more to The Big Eight than first meets the eye. Much more.

* The Commission on Auditors’ Responsibilities: Report, Conclusions and Recommendations (known as the Cohen Commission Report), 1978.

* Report of the Senate Subcommittee on Reports, Accounting and Management (known as the Metcalf Report).
 

2. Behind Closed Doors


“He doesn’t work for a living—he’s a partner.”
—A junior on the Coopers & Lybrand audit staff.



PERHAPS IT’S FITTING that The Big Eight is tied to so glamourous an event as the Academy Awards Show. The world thinks differently about CPAs than it did just a decade ago. Public accounting has shed its lackluster image and has emerged as a sexy profession with more than its share of money and power. Gone are the days of the green eyeshades and the high stools. Today’s top Big Eight partners dine at 21, jet the world over, rub elbows with sheiks, princes, and presidents.

The Big Eight are the glamour capitals of accounting. They inhabit a land of prestigious fat-fee accounts and work with an all-star cast of clients the likes of Exxon, TWA, General Electric, Ford, the Hughes empire, Chase Manhattan Bank, ABC, and the Oscars. This association with the high and mighty gives The Big Eight an aura of excitement. Add this to the firms’ enormous revenues, the near seven-figure earnings of their chief executives, the tradition of lavish expense accounts, and the resulting image is that of a well-connected, high-rolling group of partners that lives in corporate splendor.

“If you call playing eighteen holes at Winged Foot working, then the partners are hard workers,” says an Ivy League graduate and staff member at Coopers & Lybrand. “But I don’t call it working; I call it playing golf.

“I’ve only been here a few months, but that’s long enough to understand the system. What you learn is that the staffers do ninety percent of the work and the managers do the remaining ten percent. The partners are rarely here. They’re out at the country clubs, the French restaurants, the Caribbean conventions. Their only job is to bring in clients, and that’s done at the black-tie balls and tennis matches. For that, they pull down a hundred and twenty-five thousand dollars and a company credit card. “I can’t wait to make partner. I don’t want to work either.”

Adds a garment manufacturer from New York’s Westchester County: “My neighbor’s a partner with Touche Ross, and I swear I’ve never seen anyone work the way he does. His life’s one big social whirl. He belongs to two local country clubs, he’s on the boards of two charities, he’s active in the PTA, and he runs the annual Community Day. My wife tells me he’s always around town running one meeting or another. Anytime I take a day off, his face is one I know I’ll see on the tennis courts. He’s a likeable guy—hell, yes—and I guess that’s why they pay him so much money: to socialize. He probably brings in a truckload of business. That’s all these Big Eight guys have to do.”

Not quite. The Big Eight is so secretive about its inner workings that casual observers have distorted notions of what goes on behind closed doors. The images run to extremes. Some think Big Eight partners wile away their days at clubs, golf courses, and cocktail lounges; others see them as an army of Wally Coxes, buried under mountains of ledgers. Although big-league CPAs are no longer the Dickensian auditors of yesteryear, neither are they wheeler-dealers, beautiful people, or social butterflies. World travelers, yes; jet setters, no. The image of glamour that has attached itself to The Big Eight has more to do with the world of their clients than the CPAs themselves. It is a matter of being seen in the right company. And although charm and wit and a penchant for winning new clients are valued traits at The Big Eight, few partners rate high marks at any of these and the vast majority spend more time behind a desk than a putting iron.

What is life really like inside The Big Eight? What do the partners actually do? How do they live? How much money do they make? How much power do they have?

To begin with, the firms are structured as partnerships—of a sort. “They are hybrid business organizations,” says Wallace Olson, former president of the American Institute of Certified Public Accountants (AICPA). “Combinations of partnerships and corporate forms. What’s different here from most partnerships is that much power rests in the hands of a few.”

For those whose perception of a partnership is two or three people united in some form of cozy business arrangement, partnerships Big Eight-style take a little getting used to. The partners don’t know all the others’ names, or what they look like, or how much they earn. Many could bump into each other on the street and never know they had anything in common. Being in business with near strangers is enough to give the partners of more traditional companies waves of anxiety and many sleepless nights.

But at The Big Eight, no one flinches. These are enormous partnerships—the behemoths of the species—with enough principals to populate a small town. At Peat, Marwick, Mitchell, for example, the list of partners numbers more than a thousand. Even the fastest talkers wouldn’t find enough time in the day to greet them all.

“I used to be able to greet every partner by name just a few years ago,” says Russell Palmer, managing partner of The Big Eight firm of Touche Ross. “But lately I find myself groping for a name now and then. It’s embarrassing.”

For the flavor of the earlier days at the firm (then called Touche, Niven & Co.), long before men in Palmer’s position had to jog their memories for partners’ names, we can read this correspondence between George Touche and J.B. Niven, Scottish accountants who entered into a partnership to practice in the United States and England. The following excerpt of a letter, written in 1905 from Touche (based in London) to Niven (stationed at 30 Broad Street in New York), reflects the tenor of a simpler time, the warm relationship between the founding partners and the development of The Big Eight partnerships:


My Dear Niven:

I am in receipt of your long letter of the 7th May with regard to the expiration of the present arrangements, and plans for the future.

Before proceeding to discuss these, let me congratulate you on the fact that Miss Gordon has fixed the day on which you are really going to begin to live. I sincerely hope it will be the red-letter day of both your lives.

I had given careful consideration to everything you say in your letter, and I need not tell you that I am by no means unmindful of your own interests. I quite recognise that you might easily have been earning a bigger income elsewhere, although I think it would have been a mistake for you to take an official position, or one outside the profession. On the whole, therefore, I have satisfaction in feeling that although the establishment of Touche, Niven & Co. has done nothing for me from a monetary point of view, it has given you an opportunity of establishing yourself in business, free from some of the difficulties and disadvantages which assail a fellow when he commences on his own hook.

The crucial point in your letter is that relating to the future division of profits. I agree that the old arrangement should now be reviewed; indeed, if the business had become more rapidly profitable, it was never my intention to interpret our agreement in any strict way. In a business like ours, I believe in a generous recognition of individual effort, without too close a regard to the precise provisions of the Articles of Partnership.

With this preliminary, let me say that when I read your suggestion that you should have the first $2,500 and two-thirds of the surplus (with the exception of $150), I felt that you were shaping well as a business-getter for the firm. The impulse of the natural man in me would be to promptly accede to your suggestion, but having regard to the whole position I hardly think this would be quite a businesslike arrangement. It would put me on little better than agency terms. You must bear in mind, too, that out of my share, when it becomes productive, I ought to make some provision for Tait, who never misses an opportunity of endeavoring to steer business into your office....

The alternative proposition which I would therefore make is:

1) That your time, valued at $2,500 per annum, rank pari passu with my capital, valued at 5 percent;

2) That the profits in excess of these two items be divided between us in equal shares.

If this arrangement had been in force last year, you would have received $3,873, and I would have received $1,523.

Let me say again, in conclusion, that I feel no dissatisfaction with what you have already accomplished, and I believe that we are now nearing the realisation of far better results than anything you have hitherto dreamt of in your sober moments.

All our thoughts be with you on the 1st June. I only wish I could be present on so eventful an occasion.

Believe me, Yours always,

George A. Touche



(Niven himself later attributed much of his success to his marriage to Susan Gordon, which took place soon after this letter was written. The Tait mentioned in the letter (Andrew Wilson Tait) later became a partner in the firm.)

Today, in spite of their size, The Big Eight are, in the most important matter, legitimate partnerships—that is, the firm’s profits are passed through to the partners. Unlike a corporation, the firms’ earnings are reported to the IRS on the partners’ own personal income tax returns. When the firm has a banner year, the partners share in the bounty; when things turn sour, the partners take their lumps together. Not that all partners earn the same amount of money. Not by a long shot. Here again, The Big Eight differ from “traditional” partnerships. Some senior partners earn more than ten times as much as their most junior colleagues. That too doesn’t sit right with partnership purists. At The Big Eight, partners’ earnings are evaluated annually by an executive committee. Just how much a partner earns is based on the individual’s overall performance, level of responsibility, quality of client service, and volume of new business brought into the firm. Although The Big Eight deny it, the last criterion is the most important. When it comes to corralling the big bucks, there’s no better way to hit the jackpot than to cultivate new clients or to substantially expand services to existing accounts. The Big Eight are engaged in a hotly competitive market, clawing at one another for every new client that springs loose in the marketplace. Partners blessed with the right skills for this “professional war” come in for the biggest paychecks.

“They’ve got a guy over at one of the Arthurs that the top people there call ‘Superman,’” says a corporate controller. “He’s their top salesman. The Big Eight say they don’t have guys like that, but that’s just so much bull. Whenever a plum account is up for grabs, they put a bow tie on this guy and march him out to the client’s offices. I’ve seen him in action, and let me tell you, he really is super. The guy just has a winning way about him. He’s a fast learner about the prospect’s business, can recite facts and figures like Robert McNamara used to when he was secretary of defense and, best of all, he can charm the pocket watches off those stiff corporate types. CEOs also take to him right away—they want to hire the guy.”

All of The Big Eight have a few “Supermen” they call on to go after the big accounts. But this is not a popular topic of conversation. None of the firms like to talk about it. Why? Simply because it is deemed unprofessional for CPAs to wind up sales robots and send them off, smiles flashing, to pitch for accounts Madison Avenue-style. Still, management does admit that when the heat is on—when competitors are verging on a new prospect from all directions—survival of the fittest demands that the best account getter go into battle.

“It’s embarrassing for us to talk about it because these guys are often the worst accountants,” says one Big Eight managing partner. “We all know that there’s that tiny percentage of partners that get by on their smiles or their country-club etiquette. We know it, we accept it, and I for one am delighted that we have a few solid salesmen around here. But I’ll be damned if I want to sit around and talk about them. Not when we have a small army of skilled and talented CPAs, consultants, and tax attorneys. Who deserves the attention? Don’t forget, this is a professional firm. I’ve got a guy two floors below who’s probably the world’s leading authority on corporate tax. The secretary of the treasury calls on him when he needs advice. What would he think if I spent my time boasting about some partner whose best skill is bellying up to a bar?”

Salesmen may not get the publicity but they do get the money. The biggest share of the profits goes to those partners who consistently land big accounts for the firm. Also high on the earnings scale are partners-in-charge: those with management responsibility for major audit accounts. A single audit client can generate fees of more than $5 million. Partners skilled at keeping clients of that magnitude loyal and content are valuable assets and are well paid, to be sure.

An elite corps of Big Eight partners manage to pull down top earnings without any flair at all for client relations. They do it simply by being the best CPAs in the world. Known as “technicians,” these guys are encyclopedic. Name an accounting or auditing problem and chances are good that they have the answer or know where to find it. With thousands of partners engaged in complex transactions around the world—many of which involve the firm’s professional reputation—it is crucial to have a few resident geniuses around to field the tough ones, to know the rules inside out.

You can spot the technicians a mile away. Just walk through the halls of The Big Eight and peek inside the offices. You’ll see all kinds of men and women. Technicians are the ones who look as though they’ve been locked in a library ever since puberty. It’s a strange breed: Introverted, glazy-eyed little men, they dress in sober fashion even by Big Eight standards, stare at their shoes, and carry themselves with an icy formality. Social clodhoppers though they may be, most can nevertheless talk incessantly about the one thing in life that really turns them on. When the subject is accounting principles, this group can put the memory of Hubert Humphrey to shame. They are steeped in a bewildering maze of rules, opinions, decisions, standards, precedents, and pronouncements concerning the proper preparation and presentation of financial statements. With this group, the old image of the accountant with his head stuck in the stacks of ledgers—the Caspar Milquetoast with an obsession for numbers—rings true. Technicians are surrounded by charts, directories, reports—an arsenal of professional literature. Accounting probably produces more paperwork than any other profession: It’s the technician’s job to keep track of the enormous flow of data, to make sense of it, to isolate the key factors and to communicate them to partners throughout the firm. Most Big Eighters are too busy pitching new business, servicing pesky accounts, or grinding out field work to keep an ear to the ground for new developments and to formulate professional policies. They leave that up to the technicians.

This is not a lowly group of back-office toilers. Top technicians can rise to the highest management levels. They are among the most senior people in the firm. Earnings scale up to a solid $250,000 a year, and that’s matched by an equally heavy dose of executive clout. It’s E.F. Hutton time: When top technicians talk, partners listen. They alone must steer the firm through a labyrinth of laws, regulations, and ethics. Professional credentials as well as firm-wide reputations are at stake.

Most chief technical guys play the resident genius role to the hilt. They rarely talk; they lecture. Imbued with an embarrassing amount of self-importance, they regard themselves as brilliant men, pillars of the economy, and, most important, guardians of the profession. Public accounting Big Eight style has been subject to sharp attacks in recent years, including calls to break up the firms and to bring them under the control of a new regulatory agency. In many cases, accounting techniques are at issue. The very criticism of the status quo is viewed by the technicians as some sort of socialist heresy. They lead their partners throughout The Big Eight in viewing any outsider’s remarks about the profession as stupid, ill-informed, and somewhat dangerous. To this bent of mind, stockholders, government regulators, politicians, and even corporate executives are not qualified to talk on the subject of accounting and should keep their mouths shut. There is an us-versus-them mentality at work here, one that is deeply ingrained.

“I’ll never forget seeing the movie The Alamo,” says one technical honcho, a squeaky-voiced man whose teeth clench and temples twitch when accounting critics are discussed. “Not that it was a great movie or anything. I just recall that scene where the sharpshooters are perched on the Alamo walls, picking off the enemy as they approach. That’s what it’s like for us. We sit in our offices trying to do honest work and we’re surrounded by forces from the SEC, Congress, the FTC, the Senate—and they’re all trying to break through the fort. We’re the outnumbered sharpshooters of today. We have enemies around every corner. Why? Because we do things wrong? Of course not. It’s because we’re successful, powerful, and rich. That combination makes for an irresistible target. The do-goodniks have to take it out on us. But we’ll hold our ground. We’ll overcome.”

That Big Eighters talk in military terms is fitting. They do perceive war; they do see an enemy. Tucked away in their offices, they bring to mind field officers, holed up in concrete bunkers, cursing the opposition with every breath.

“My biggest mistake was having lunch with one of those technical guys,” says a reporter for a business magazine. “He takes me out to Mamma Leone’s of all places. Even the tourists know that place is the pits. I’d heard that the guy violates The Big Eight code and brown bags it most days, but I didn’t believe it until I saw his choice of restaurants. Only a New Yorker who rarely eats out would pick Leone’s—that’s my opinion. Imagine having a huge expense account and never using it. That’s the technicians for you.

“Anyway, he starts off all tongue-tied and we can’t seem to sustain a two-minute conversation. I mean it was deadly. That’s until he downs a whiskey sour. Suddenly he’s ripped—high as a kite and running at the mouth. Amen to the power of alcohol. Never underestimate it.

“The guy’s whole personality changes. He starts talking like a teamster, ranting on and on about a Puerto Rican receptionist he wants to grab and says his secretary has the best cleavage in the office. The sexual fantasies go on for about ten minutes, then he suddenly stops, thinks a moment, and tears into his clients. He hates them. Why? ‘Because most are not CPAs!’ So? ‘So, you can’t trust them. I’ve gotten to the point,’ he says, ‘where I can’t trust anyone who’s not a CPA. I don’t socialize with anyone else and, except for my family, I really don’t like anyone else. That’s just how it is.’”

Technicians and salesmen are at the opposite poles of The Big Eight. The latter are personality boys, out for a buck, using public accounting as a means to an end. The former don’t know how to smile, aren’t allowed within a hundred miles of a prospective client and genuinely love the profession more than the money. Salesmen and technicians repel one another: They have little contact in or out of the office and, when referring to one another, the word partner sticks in the throat like a malignant polyp.

In between these two extremes are the bulk of The Big Eight partners. As a group, they are hardworking, sincere, intelligent devotees of the Protestant ethic. Most are intelligent but colorless, competent but unimaginative, honest but highly competitive. One is impressed with the solidness of The Big Eight partners. It is difficult to find one who is not competent at what he does. That is a considerable accomplishment and is testimony to the calibre of individual that makes it to the partner level.

Still, there are few flashes of brilliance. While the bulk of the partners are not disappointing, neither are they impressive. Here and there one finds an exceptional individual—an extraordinary mind or striking personality—but this is not the norm. At The Big Eight, the old-fashioned notion that salesmanship, hard work, and persistence lead to success still applies. You don’t have to be great to make it to partner. You have to be competent, dedicated, and hard-driving. The rigid atmosphere of The Big Eight—the emphasis on conformity—actually screens out the brilliant, innovative, and unorthodox minds.

There is no such thing as a “typical” Big Eight partner. The group is a mixed bag of personality types, religions, ages, skills, educational backgrounds, and regional identities. The impact of affirmative action has seen to that, putting an end to the genteel WASP club that once was The Big Eight.

“They really were the good old days back when I was an active partner,” says a retired Big Eight auditor who still dresses in white shirt and tie every day to go shopping or putter around the house. “It was a gentleman’s business, that’s what I liked about it. Now, it’s like the UN there. I wouldn’t be with the firm today, not under these conditions. You don’t have anything in common with your partners.

“I drop in to see the fellas every once in a while—a few of my contemporaries are still around—and it’s a shock every time that I do. I just can’t get used to it. I mean, in my day lunchtime was a relaxed affair. A good meal and good conversation with men of your own ilk. Now if you want to tell a joke, you have to look around the table first. One of your partners may be Negro, Spanish, a Jew, or a woman. You know how sensitive they are.”

Still, the majority of Big Eight partners are white Anglo-Saxon Protestants, mostly from the Midwest. Although affirmative action has brought some mix to the ranks, it is still worlds away from the UN. A composite picture of the predominant group of partners shows a forty-five-year-old man, bespectacled, balding and slightly paunchy. A native of a rural Michigan town, he attended Michigan State, joined a fraternity, went directly to a Big Eight firm upon graduation, and married soon after. He has three children, looks rather pale, favors classic business suits in sober grays or dark browns. He works in a major city outside of his home state, lives in a suburban split-level, and builds model airplanes in his spare time. He earns $130,000 a year, is comfortable but not rich, enjoys his work, is proud of his profession, feels a genuine sense of camaraderie with his partners, and is exceptionally loyal to his firm. It will be his lifelong employer.
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