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THINNESS PERMISSION MANAGEMENT ABSENCE

The sector that audits, advises, litigates, designs, and engineers the American economy operates through
a credential and partnership model whose economic foundations are simultaneously eroding from above
(Al commoditizing the work), below (pipeline contraction reducing the supply of credentialed
professionals), and within (burnout and attrition removing the experienced workforce faster than it can be
replaced).
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Structural Thesis

Professional and technical services is structurally configured to sell knowledge through a
credential and partnership model whose economic foundations are simultaneously eroding
from above (Al commoditizing the work), below (pipeline contraction reducing the supply of
credentialed professionals), and within (burnout and attrition removing the experienced
workforce faster than it can be replaced). The sector has fragmented into 860,000
establishments averaging ten employees while four accounting firms audit 80% of public
companies, the top 100 law firms command $160 billion in revenue, and private equity now
participates in 44.6% of professional services M&A transactions.

CPA exam candidates declined 32% in five years to a record low of 27,994. Accounting degrees hit a
20-year low. The PCAOB finds deficiencies in 39% of industry audits and 20% of Big Four audits.
Eighty-eight percent of business transformations fail. Over 60% of material weakness reports come from
repeat filers. Attorney depression affects 28% of the profession. Big Four U.S. exits surged 43%.
Three-quarters of law firm associates leave within four years. Women represent 55% of summer
associates but only 28.8% of partners. Sixty percent of accounting firms self-identify as slow technology
adopters. The structural consequence: the sector that verifies, advises, and designs the American
economy is losing the knowledge base those functions require, at the rate at which technology is making
the replacement of that knowledge base both possible and economically attractive.

Sector Profile

NAICS 54
Establishments 860,000
Employment 9.5 million

Avg Establishment Size
Median Tenure

Big Four Revenue
AmLaw 100 Revenue
CPA Candidates (2024)
PCAOB Deficiency Rate
Union Density
Utilization Rate

PE M&A Participation

~10 employees

4.8 years (professional occupations)
$212B+ combined global

$160B collective

27,994 (record low, -32% from 2019)
39% industry / 20% Big Four

)

68.9% (down from 73.2% in 2021)

44.6% of deals (2024)



Thinness | Strained

Where genuine establishment diversity provides structural buffer while concentration at the top,
credential pipeline contraction, and Al displacement are actively eroding the sector's adaptive
capacity.

At the establishment level, 860,000 firms employing 9.5 million workers create a distributed operational
base with an average of approximately ten employees per establishment. This fragmentation provides
genuine redundancy: no single firm's failure removes meaningful national capacity. But the top-tier
concentration tells a different story. The Big Four accounting firms — Deloitte ($67.2B), PwC ($55.4B), EY
($51.2B), and KPMG ($38.4B) — audit approximately 80% of U.S. public companies. The AmLaw 100
command approximately $160 billion in revenue, with Kirkland & Ellis alone at $8.8 billion.

The credential pipeline that feeds this sector is contracting at measured, accelerating rates. CPA exam
candidates declined 32% in five years — from 41,086 in 2019 to 27,994 in 2024, the lowest humber on
record. U.S. schools awarded 55,152 accounting degrees in 2023-2024, a 20-year low. The CPA exam's
FAR section pass rate fell to 36.8% in Q4 2024. Only 20-30% of candidates pass all sections on their first
attempt. Meanwhile, utilization rates collapsed from 73.2% in 2021 to 68.9% in 2024, well below the 75%
industry benchmark. EBITDA margins fell to 9.8%, the lowest in five years.

Al displacement represents the distinctive Thinness threat. McKinsey estimates that current Al could
theoretically automate 57% of U.S. work hours, with knowledge workers disproportionately affected — a
pattern described as reverse skill bias. Private equity participation in professional services M&A reached
44.6% in 2024, with IT services valuation multiples climbing to 14.8x EBITDA for firms with Al capabilities.



Permission | Strained

Where regulatory authority distributes across state licensing boards, the PCAOB, bar associations,
and federal agencies while audit quality inspection reveals persistent deficiency rates that decades
of oversight have not resolved.

The PCAOB inspects audit firms and finds deficiencies at rates that have persisted despite decades of
regulatory oversight. In 2024, the Big Four aggregate deficiency rate was 20% — one in five audits
reviewed contained problems. The broader industry rate was 39%. Mid-market firms showed higher rates:
BDO at 60%, Grant Thornton at 48%. Revenue recognition was the most common deficiency area. The
PCAOB finalized a record 51 enforcement actions in 2024, resulting in $35.7 million in penalties. Quality
control violations accounted for 52% of auditing actions. Twenty-one percent of firm respondents had their
PCAOB registration revoked.

Union density at 1.2% is among the lowest of any sector. Ninety-eight percent of professional services
workers operate without collective representation. In a sector where raising concerns about audit quality
shortcuts, billing irregularities, or unsafe working conditions can end a career, the absence of institutional
authority through which to raise those concerns is structurally significant. The Supreme Court had to lower
the causation standard for whistleblower retaliation claims in 2024 precisely because prior case law had
made such claims nearly impossible to prove.

Compliance burden scales non-linearly. Fourteen state privacy laws create regulatory environments that
any firm with national footprint must navigate simultaneously. The FTC's non-compete ban was vacated by
federal court, leaving a state-by-state patchwork. DEI litigation creates compliance paralysis: firms face
simultaneous legal exposure for maintaining diversity programs and for dismantling them. The EEOC
requested information from 20 major law firms about their DEI hiring practices in 2024.



Management | Vulnerable

Where billing rate escalation masks productivity stagnation, transformation failure rates approach
90%, material weakness repeat rates indicate the audit function cannot convert its own quality
signals, and leadership concentrates in a departing generation.

The consulting industry's own transformation data provides the most direct Management frequency
measurement. Bain reports that 88% of business transformations fail to achieve original objectives. Al
implementation projects fail at even higher rates: 90% do not meet business objectives, and 42% of
companies abandon Al efforts within one year. IT project data from the Standish Group shows only 31% of
projects succeed, with 50% failing over time and 19% failing outright. These are measurements of the
sector's own inability to deliver the outcomes its billing rates promise.

Material weakness reporting reveals the audit profession's management information gap. Over 60% of
adverse internal control reports come from repeat filers — companies that disclosed the same weakness in
previous years. Nearly 70% are repeat offenders within a two-year window. The audit process identifies
the weakness, the company discloses it, and the weakness persists. The information exists. The
management architecture does not convert that information into remediation at the rate the regulatory
framework expects. Financial restatements reached 140 in the first ten months of 2024 — a nine-year
high.

Compensation structures reveal structural distance between decision authority and operational reality. Big
Four partner compensation averages approximately $938,000 annually, producing a partner-to-associate
ratio of roughly 14:1. AmLaw 100 profits per equity partner reached $3.15 million in 2024, up 12.3%. Equity
partners declined from 72% of all partners in 2010 to 43% in 2024. Forty percent of top managing partners
at AmLaw 200 firms are age 61-70, with 10-15 planning retirement annually versus a historical rate of
3-5.



Absence | Vulnerable

Where the credential pipeline is contracting at record rates, the experienced workforce is burning
out and departing, the diversity pipeline structurally fails between entry and partnership, and
technology adoption lags the transition the sector faces.

The CPA pipeline crisis is the most precisely measured Absence condition in any sector this assessment
covers. Just 27,994 new CPA exam candidates entered the pipeline in 2024 — the lowest number on
record, a 32% decline from 41,086 in 2019. U.S. schools awarded 55,152 accounting degrees in
2023-2024, a 20-year low. The FAR section pass rate fell to 36.8%. The profession is simultaneously
losing candidates (fewer entering), losing completers (lower pass rates), and losing practitioners (Big Four
attrition up 43%).

Mental health data across professional services describes a workforce in structural distress. Twenty-eight
percent of attorneys report depression symptoms, with the rate rising from 31% to 38% between 2019 and
2023. Anxiety among attorneys increased from 64% to 71%. Twenty-one percent screen positive for
hazardous alcohol use. Eleven percent have experienced suicidal ideation. In law firms, 75% of departing
associates leave within their first four years, at a replacement cost of $200,000 to $500,000 per person.
Big Four firms saw U.S. exits surge 43% through October 2024, with approximately 65,800 departures.

The diversity pipeline reveals where knowledge fails to transfer. Women represent 55% of summer
associate positions but only 28.8% of partners. Equity partners: 24.8% women. The gap between women
associates and women partners widened from 5.7 to 8.7 percentage points in 2024. Sixty percent of
accounting firms self-identify as slow technology adopters. Advanced adopters report 39% more revenue
per employee. The sector is experiencing a transition where both the old capability (human judgment) and
the new capability (Al-augmented delivery) are simultaneously insufficient.



The Diagnostic Gap

This brief assesses 14 publicly measurable structural dimensions across the Professional and Technical
Services sector. Six additional dimensions require organizational-level diagnostic access because they
describe internal dynamics that no external dataset observes.

T2 | Substitution Readiness

Whether critical client relationships and specialized expertise can continue if a key partner, principal, or senior
manager departs. In professional services, one partner's exit can cascade across an entire practice group.

P4 | Escalation Integrity

Whether audit quality concerns, billing irregularities, or ethical violations raised by associates reach partnership with
sufficient weight to produce corrective action, given 1.2% union density and career-ending retaliation risk.

M2 | Channel Integrity

Whether quality assurance findings, client satisfaction data, and utilization signals change shape as they move from
engagement team to practice leader to management committee to partnership.

M3 | Noise Ratio

How much useful quality and performance signal reaches decision-makers versus how much gets lost in billable
hour tracking, utilization reporting, and multi-office aggregation.

A5 | Adaptation Capacity
Whether the organization can integrate Al tools, new service models, or alternative delivery structures while 60% of
accounting firms identify as slow adopters and 75% of associates leave before developing expertise.

P3| Override Patterns

How often audit quality standards, engagement acceptance criteria, or conflict-of-interest protocols get bypassed
under revenue pressure. PCAOB deficiency persistence suggests override is structurally common.



Structural Implications

The Credential Pipeline as Structural Signature

Every sector assessed shows workforce challenges. What distinguishes professional services is that the
workforce challenge is specifically a credentialing challenge — the pipeline that produces the people
legally authorized to do the work is shrinking while the work itself is growing. A CPA candidate decline of
32% in five years, combined with the Big Four auditing 80% of public companies, produces a structural
arithmetic where the accounting profession cannot maintain its current coverage, quality, and workload
distribution. For any professional services firm, the diagnostic question is not ‘can we hire enough people?"
but 'given that the pipeline is contracting, is our knowledge transfer architecture, our technology adoption,
and our retention strategy designed to maintain professional quality with fewer credentialed people — or
are we assuming a pipeline that no longer exists?'

Al Displacement as Structural Uncertainty

Professional services faces a structural question about whether the core product — human professional
judgment applied to complex problems — will continue to require human judgment at the scale and price
point the sector's economic model assumes. The 88% transformation failure rate is both the threat and the
opportunity: the sector that cannot consistently deliver technology transformation for its clients is also the
sector least likely to transform itself. For any professional services firm, the diagnostic question is 'is your
organization building the capacity to deliver Al-augmented professional services, or is it waiting for the
market to force the transition and discovering that 60% of firms are slow adopters for structural reasons
that don't disappear under competitive pressure?'

Burnout-Attrition as Product Quality Problem

When 28% of attorneys report depression, 75% of associates leave within four years, and Big Four exits
surge 43%, the consequence is not just workforce disruption. It is the degradation of the knowledge that
constitutes the sector's product. Unlike manufacturing, where a departing worker's tasks can be
documented and transferred, professional services knowledge is judgment-based, context-dependent, and
relationship-embedded. A departing seventh-year associate takes with them the judgment developed over
seven years of client-specific work that no onboarding program can replicate. The diagnostic question: are
your retention, mentoring, and knowledge transfer systems designed to preserve the institutional judgment
your service quality depends on, or are they designed for a workforce stability that the sector's operating
model no longer produces?

What This Means for Your Organization

This brief describes the structural environment your organization operates inside. Whether these
sector-level conditions are amplified or mitigated within your specific organization depends on your internal
structural profile.



The Four Frequencies diagnostic measures all 20 dimensions for a single organization, producing a
40-page structural analysis with the Structural Resilience Index.
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Federal Data Sources

BLS

QCEW establishment data (860,000 establishments, 9.5M employment); CPS tenure (4.8 years median for
professional occupations); OES wage data (lawyers $66.19/hr mean); JOLTS quits and separation data; union
membership (1.2%).

PCAOB

Audit inspection deficiency rates (Big Four 20%, industry 39%, mid-market 48—60%); enforcement actions (51 in
2024, $35.7M penalties); quality control violation patterns (52% of auditing actions); registration revocation data
(21% of respondents).

SEC

Material weakness disclosures (60%-+ repeat filers); financial restatement data (140 in first 10 months of 2024,
9-year high); enforcement actions against audit firms; CEO pay ratio and proxy filing data.

Census Bureau

Establishment counts and size distribution (860,000 establishments, ~10 avg); Annual Business Survey workforce
demographics; County Business Patterns; Economic Census professional services data.

DOL

Independent contractor classification rules (2024 final rule); non-compete enforcement data; Wage and Hour
Division; whistleblower protection program data.

Additional Sources

AICPA/NASBA (CPA candidate pipeline, exam pass rates); NALP Foundation (law firm associate attrition, diversity data, partner
demographics); AmLaw 100/200 rankings (revenue, PPEP, partnership composition); attorney mental health research (PMC/NIH
depression and substance abuse studies); Big Four revenue and workforce data (Statista, Revelio Labs); Standish Group CHAOS
Report (IT project success rates); Bain transformation data; state bar discipline reports.
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