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Cooling economy won’t dampen growth 
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As India emerges as a desirable environment for foreign investors to relocate parts of their 

businesses, professional service firms are in great demand. Melanie White reports on the International 

Accounting Bulletin’s inaugural survey of the Indian accountancy profession. 
 
 
Rising inflation, largely influenced by domestic factors such as spiralling salaries and a growing middle class, is slightly 

cooling India’s economy. However, vast amounts of foreign investment are generating plenty of opportunities for 

professional services firms. 

 
Our survey of professional services firms in India reveals the mid-tier market has grown about 22 percent 

with a combined fee of INR3.3 billion ($79 million). Significantly, this survey does not include any of the 

Big Four firms, which have considerably higher fee incomes and would have greatly increased the total 

fee income. 

 
The Big Four and a few other notable firms, including members of large mid-tier networks such as Grant 

Thornton International, declined to participate because India’s independence requirements prohibit audit 

firms and advisory firms from combining their revenue or being publicly represented as affiliated. 

 
The International Accounting Bulletin estimates the largest firms in India are PricewaterhouseCoopers, 

Ernst & Young, Deloitte, KPMG and Grant Thornton, respectively. These estimates are based purely on 

the opinions of partners we approached from other firms.

 
Nexia India is the largest of the mid-tier firms featured in this year’s survey with a fee income of 

INR521.3 million. Nexia’s combination with SC International as well as organic growth helped the group 

grow 45 percent in the year ended 31 March 2008. Nexia India chairman Rajesh Chaturvedi says a 

significant contribution to growth came from Nexia’s “principal firm”. 

 
“Revenue [of the principal firm] increased by more than 25 percent, which is a fabulous achievement in terms of 

professional services within India considering the economy grew by [about] 8 percent,” he says.

 
Chaturvedi, the managing partner of the firm Chaturvedi & Shah, notes that one of Nexia’s biggest highlights in the past 

12 months was steering the Jet Airways buyout of Air Sahara in April 2007. 

 
“This type of deal is something that is done by merchant bankers,” Chaturvedi explains. “It’s the first time a 

chartered accountant has done a deal like this so that was a great achievement for us.” 

 
Managing risk

 
RSM India was the second highest achiever in this survey with fee income of INR500.6 million. The firm’s managing 

partner, Suresh Surana, says there has been a rise in demand for internal audit and risk management services. 

 
“In the past a lot of demand focused on the service area of tax compliance but increasingly we are seeing more focus on the 

risk management and internal audit areas. This is particularly so for RSM. In fact, we are one of the top three service 

providers of internal audit and risk management in India,” Surana says. 

 
“Due to our international RSM brand, we are seeing a lot of activities in this area as 

people are becoming conscious as their businesses are growing. It never used to be such 

a big concern. Family managed groups are suddenly being recognised globally 
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through their international membership with RSM and foreign investment and cross-

border acquisitions are happening more. The need for a proper corporate sector 

has become more important than it ever has been before.” Surana adds that the IT 

and manufacturing industry sectors in India have been strong and contributed to 

the growth of RSM member firms. 

 
Horwath India managing partner Vijay Thacker tells the International Accounting Bulletin 

a strong economy generated new work and growth opportunities for the firm. 

Horwath India reported fee revenue of INR176 million in the year ended March 2008, 

which was a 17 percent increase on the previous fiscal year. Thacker says the growth 

is due to demand in the hotel, tourism and leisure consulting areas, an area the 

firm specialises in. 

 
BKR India grew 13 percent to fee income of INR223.1 million. This placed the firm as 

the fourth highest earner among the mid-tier. Managing partner Ajay Doshi says competition from other firms that can draw 

on large global networks, such as the Big Four, is making it difficult to thrive in the market. 

 
“BKR has got on very well this year but the point is that there is a lot of pressure from the Big Four,” he says. “Even with 

their high fees, they have a good reputation so they get the clients. BKR is relatively new in India. I would say we have 

only been in India for four to five years, so it is not an old firm and will take a bit of time to popularise itself in the market but 

I think it will grow like a rocket.”

 
Doshi says he is unsatisfied with the performance and feels there is scope to grow the firm much more rapidly.

 
“We have got firms all over India in Delhi, Chennai and Kolkata. Because of the good services that we provide, I think there 

are very good prospects as a whole for BKR in India,” he says. 

 
PS Kumar, a partner at Morison International member firm Brahmayya & Co, says he was pleased with growth of 16 

percent. The firm is the smallest in this year’s survey with fee income of INR3.7 million. 

 
Though growth remains healthy for most firms, the increasing pressure of inflation combined with a skills shortage 

are challenging firms to continue such steady progression. 

 
India’s GDP has grown by more than 7 percent year-on-year for the past decade. Economic growth is forecast to cool to 

7.1 percent this year from 9 percent in the 2007/2008 financial year. Consumer price inflation is now forecast to average 7.1 

in 2008 and 6.2 percent in 2009, according to The Economist. 

 
Feeling the pinch 

 
Kumar says further growth of the firm was hampered by inflationary pressures due to rising global oil prices among 

other factors.

 
He says: “The oil crisis is hurting us as a firm and hurting the economy. Oil prices have now gone up to about $148 a barrel 

and this is causing a slowdown to the market. 

 
“There were a lot of mergers and acquisitions last year, there was a lot of private equity and the stock markets were 

booming. This year, we are seeing a big fall in merger and acquisition equity and the markets have crashed by almost 

50 percent. Because of this, some firms have already taken a hit and some people have already postponed their 

business issues. Generally, I definitely think there is a slowdown in the markets. This is a mixture of the oil crisis and the 

sub-prime crisis.” Kumar says although Brahmayya & Co has not lost clients, many are tightening spending. 

 
JHI India senior partner and Asia-Pacific executive member Roy Varghese also notes that surging oil prices are an 

ongoing concern for the wider economy.

 
According to Surana, there are two challenges affecting the levels of growth for Indian firms at present. Firstly, the 
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spiralling costs of living, heavily influenced by the price of oil; and secondly, a weak currency with the depreciation in the 

rupee against the US dollar by between 7 and 8 percent, which is affecting trade. 

 
“Although I can see that investments are going to slow down and the international companies that are coming out to 

India might be doing so at a slower rate, I don’t think that this will affect business,” Surana says. 

 
“I think it will affect us in the way some of our clients and business groups are slowing down their growth plans. Whereas 

before they were looking for aggressive growth they are now slowing down their new projects and some of the projects that 

are at drawing board stage are being reconsidered.”

 
According to Surana, India is not experiencing any repercussions from a credit crunch because the 

country has a very different credit culture compared to its Western counterparts. It is however, 

experiencing financial turmoil. 

 
“The credit crunch is what you are seeing in the banks at the moment due to the sub-prime crisis and 

banking failures. Those kinds of things are not really in India right now and are not likely to come here 

because there is a very strong regulatory mechanism by the Bank of India. So even when the banks are 

lending they are keeping enough margins so that a crisis would not be that big. I think that the only way 

the credit crisis will impact us in the future is in terms of higher costs of capital,” he says.

 
“The financial turmoil, on the other hand, is as you see in the Indian stock market. It has gone down in 

the last few months by almost 40 percent and a lot of foreign investment that was coming into India has 

gone down, so that will impact us because it is a major growth driver in the economy.”

 
Some partners believe economic conditions may have a positive effect on the Indian economy. Thacker 

says Horwath’s consulting business should remain resilient to any unwelcome turns in the economy. He 

also believes the credit crunch will encourage more outsourcing work into India as foreign companies look for cheaper labour. 

 
Partners speaking with the International Accounting Bulletin all agree that a skills shortage is the greatest challenge facing 

the profession. They suggest the profession is struggling to develop enough chartered accountants required to service 

India’s surging economy. 

 
Doshi says the supply and demand gap for skilled staff is very large and the ones that are trained prefer to work in the Big 

Four or the private sector in order to earn higher salaries. He says inflation is not helping this issue because smaller 

firms cannot keep up with the pay demands to hire and retain qualified staff.

 
Mazars India managing partner Bharat Dhawan adds: “People are a big challenge here in India. 

 
“I think it will continue to be a big challenge for a while, especially finding the right people and keeping them. [Mazars] 

doesn’t have staff shortages [because] we have reinforced our HR policies and procedures. We have introduced a 

performance bonus related system. So we are doing a lot more to retain our staff than we used to do.”  
 
For a complete list of all surveys in IAB for 2008, please look below. 
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