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STATUTORY AUDIT SERVICES MERGER INQUIRY 

Working paper on Competition Commission survey results 

Introduction 

1. This working paper sets out key results from the Competition Commission’s (CC’s) 

survey of Finance Directors (FDs)/Chief Financial Officers (CFOs) and Audit 

Committee Chairs (ACCs) of large listed and private companies. 

2. This survey was carried out by IFF Research (IFF) on behalf of the CC. Further 

details on the survey are provided by the IFF technical report and their presentation 

to the CC.1

3. We report results at a company level where the information is factual, for example, 

when the audit was last tendered. These results are generated using the responses 

from the FD/CFO where available and responses from the ACC when we did not 

interview the FD/CFO. Where we asked for opinions or perceptions we generally 

report the responses of ACC and FDs/CFOs separately. 

 Tabulations of the results have also been published. 

4. The structure of this working paper is as follows: 

(a) we describe the data provided by the survey; 

(b) we then set out key results relating to: 

(i) background information gathered on the companies and key results relating 

to those companies and their audit; 

(ii) the respondents; 

(iii) description of the audit relationship; 

(iv) dimensions of the audit product, including who has most influence in 

selecting the auditor and the selection criteria; 
 
 
1 http://www.competition-commission.org.uk/our-work/statutory-audit-services/evidence/cc-commissioned-survey 

http://www.competition-commission.org.uk/our-work/statutory-audit-services/evidence/cc-commissioned-survey�
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(v) market testing; 

(vi) tendering—frequency and tender lists; 

(vii) switching behaviour and effects; 

(viii) triggers for switching; 

(ix) formal and informal contact with other firms; 

(x) forced diversion; 

(xi) reasons for not considering non-Big-4 firms; 

(xii) factors limiting choice between Big 4 firms; and 

(xiii) International networks. 

5. Our methodology for significance testing is set out in Annex 1. 

Description of the data 

6. We obtained a total of 607 responses. Table 1 shows the number of responses by 

company category and the position of the respondent. The overall response rate for 

the survey, based on the sample frame created for the survey, was 28 per cent. The 

highest response achieved, nearly 40 per cent, was obtained from both FDs/CFOs 

and ACCs for FTSE 350 companies. This is likely to be a reflection of both a greater 

interest in the subject matter and a higher quality of contact information. Further 

information on response rates can be found in section 2 of the IFF technical report. 
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TABLE 1   Number of responses by category of firm and respondent 

 

Total number of responses 

Category of firm Total FD ACC Pairs* Companies 

Sample frame† 2,157 1,044 1,113 1,120 1,120 
Total response 607 343 264 133 474 

FTSE 100 77 38 39 19 58 
FTSE 250 183 95 88 46 137 
Listed former FTSE 69 36 33 17 52 
Small cap and fledgling 94 51 43 20 74 
AIM 73 45 28 15 58 
Top Track 100 41 28 13 6 35 
Top Track 250 65 47 18 8 57 
Former Top Track 100 5 3 2 2 3 

Source:  IFF survey. 
 
 
*Pairs: companies for which we have a response from both the FD and ACC. 
†The sample frame is the number of records loaded for interviewing purposes ie those for which details could be found. 
Response rates are calculated as the achieved sample expressed as a percentage of the sample frame. 

7. We consider the response rates achieved to be good for this type of survey. An 

assessment of the representativeness of the survey is set out below. 

8. For all company categories except for AIM a census was undertaken, with an 

approach made to all FDs/CFOs and ACCs for which details could be found. Though 

it can be argued that, for a census, standard significance testing does not apply, for 

the purposes of this survey we are assuming that the responses form a simple 

random sample from the given populations. As population sizes are small and the 

number of achieved interviews relatively large, a Finite Population Correction factor 

has been applied to significance tests that have been carried out. This has the effect 

of increasing the precision of estimates, leading to a narrowing of the confidence 

intervals. 

9. In line with good practice, we report results only where the base size is 30 or more. 

Where we comment on how responses of different groups compare (for example, 

FTSE 350 companies v other companies or FDs/CFOs vs ACCs), all differences 

reported are statistically significant, and are considered to be meaningful in the 

context of the inquiry. For clarity, all results that we have tested for their statistical 
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significance are identified by a ‘*’. Further details on finite population correction, 

confidence intervals, significance testing and minimum cell sizes for analysis can be 

found in Annex 1 to this working paper and section 6 of IFF’s technical report. 

10. All survey results reported in this working paper can be extracted from the published 

tabulations unless marked with ‘^’. 

Background information at a company level 

11. For each company, we asked for information on the company, in particular: the 

identity of the auditor and the services they provide, the audit fee and the proportion 

of the audit accounted for by non-UK interests; the industrial sector; capital market 

status over last ten years; and turnover and number of employees.  

12. In this section we set out the results found for the survey and, where possible, 

compare these with known population data provided by the public dataset2

Audit fee 

 to check 

the representativeness of the sample achieved.  

13. The survey found the following key results: 

(a) The audit fees for FTSE 100 companies who responded to the survey are on 

average higher than those paid by other companies, for 71* per cent of FTSE 100 

companies the audit fee is greater than £1 million compared with 22* per cent for 

FTSE 250 companies and only 5* per cent for non-FTSE 350 companies. All 

audit fees above £1 million reported in the survey were for audits carried out by 

Big 4 firms. The distribution of audit fees found in the survey broadly matches 

population figures, where available. 

 

 
 
2 The public dataset provides population data for 2010 FTSE 350 companies and Top Track 100 companies on industry sector, 
market shares, turnover and audit fees.  
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TABLE 2   Audit fee—survey distribution vs population 

per cent  

 

FTSE 100 FTSE250 

 

Population Survey Population Survey 

£250,000 or less 2 2 35 30 
£251,000 to £500,000 5 7 24 29 
£501,000 to £1 million 14 12 20 18 
£1 million to £5 million 45 36 20 21 
£5 million to £10 million 17 21 0 1 
More than £10 million 17 14 1 0 
Don’t know/not stated     0     9     0     1 

 
100 100 100 100 

Source:  Public dataset/ IFF survey 
 

 
(b) The average audit tenure is longer among companies with larger audit fees. For 

companies with audit tenure of up to 5 years 11* per cent have an audit fee of 

more than £1 million. For companies with audit tenure of more than five years 

21* per cent have an audit fee of more than £1 million. The difference between 

these percentages is significant. Again a similar pattern of tenure vs fees is found 

for the general population3 although the percentages are higher (ie 11 per cent v 

24 per cent and 21 per cent v 43 per cent).4

(c) The proportion of the audit fee accounted for by activities outside the UK is higher 

among FTSE 350 companies. Half* of FTSE 100 companies and 33* per cent for 

FTSE 250 companies said that over 40 per cent of the audit fee was accounted 

for by non-UK activities compared with 14* per cent for non-FTSE-350 

companies. 

 

(d) There is a positive relationship between the size of the audit fee and the 

proportion of the audit fee being accounted for by non-UK activities. For audits 

where more than 40 per cent of the fee is accounted for by non-UK activities, 

46* per cent have an audit fee that more £1 million. For audits where the 

 
 
3 The population figures provided by the public dataset are for companies that have been in the FTSE 350 over the period 2001 
to 2011 and companies in the Top Track 100 over the period 2006 to 2011. 
4 Available population figures show that for companies with an audit tenure up to five years 24 per cent had an audit fee of 
more than £1 million, whereas for those with a tenure of more than five years 43 per cent had an audit fee of more than £1 
million. As with the survey data, the latter proportion is nearly double the former. The percentages are higher in the population 
statistics, but the mix of companies is different from that in the survey. In particular, the public database does not cover the 
smaller listed and private companies surveyed. 
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proportion of audit fee is accounted for by non-UK activities is lower, under 

10* per cent of audits have a fee of more than £1 million. 

Industry sector and index designation  

14. Table 3 below compares the industry sector spread for the FTSE 350 respondents 

with that of all FTSE 350 companies at the time of the survey. It can be seen that the 

achieved sample broadly matches the overall population, although the proportion of 

companies in the financial services sector is slightly lower than in the total population. 

We do not analyse results at a sector level given insufficient sample size. 

TABLE 3   Distribution of FTSE 350 companies by sector, survey responses v population 

  

per cent 

 

Population 
(in 2010) Survey 

QD1 base 350 195 

Oil and gas 6 5 
Basic materials 7 4 
Industrial 18 15 
Consumer goods 7 9 
Health care 2 3 
Consumer services 18 19 
Telecommunications 2 3 
Utilities 2 3 
Financial 32 23 
Technology 4 7 
Business services 

(recruitment, real estate etc) - 7 
Business support services 

(waste, facilities mgmt etc) - 2 

Source:  Public dataset/ IFF survey. 
 
 

15. For each of the FTSE 100, FTSE 250, and Smallcap and fledgling company 

categories between 85 and 91 per cent have been publicly listed for at least six 

years. For AIM companies over 20 per cent have been listed for five years or less. 

These results are consistent with population data we have for FTSE 100 (88 per cent 

listed six years or more) and FTSE 250 (79 per cent listed six years or more) 

companies. 
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Size of company (turnover/employees) 

16. Background questions were asked about the size of the company in terms of both 

their annual turnover, and the number of employees. As would be expected these 

two measures are highly correlated with one another. 

17. Looking at the number of employees, in the survey nearly 75 per cent of FTSE 100 

companies have more than 10,000, compared with 25 per cent for FTSE 250 

companies and 12 per cent for non-FTSE 350 companies. For AIM companies 

surveyed, two-thirds have less than 250 employees, and none have more than 5,000. 

Table 4 gives a comparison of FTSE 350 versus Top Track 350 companies. 

 

TABLE 4   Distribution of employees by company category, FTSE 350 v Top Track 

QD4 Approximately how many people work in your organization globally? 

Base: FTSE 350 = 195/Top Track 350 = 92 

per cent  

 

FTSE 350 
Top Track 

350 

Fewer than 250 
 employees 10 4 
250–499 5 10 
500–999 9 12 
1,000–4,999 22 43 
5,000–9,999 15 13 
10,000–24,999 18 13 
25,000–49,999 8 2 
50,000+ 13 2 

Source:  IFF survey. 
 
 

18. It can be seen that Top Track 350 tend to have fewer employees than FTSE 350 

companies, though it is interesting to note that 10 per cent of FTSE 350 companies 

(most of which are in the FTSE 250) have less than 250 employees. 

19. A similar pattern is seen in terms of turnover. In the survey 90 per cent of FTSE 100, 

50 per cent of Top Track 100, 37 per cent of FTSE 250, and 17 per cent of non-FTSE 

350 companies have a turnover of £1 billion or more. These figures closely match 
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data available for population, leading us to believe that the achieved survey sample 

is broadly representative. 

 

TABLE 5   Company turnover—Survey distribution vs population 

per cent   

 

FTSE 100 FTSE 250 

 

Population Survey Population Survey 

£25 million or less 0 0 3 3 
£26–250 million 2 0 29 19 
£251–999 million 13 9 38 41 
£1–5 billion 35 29 25 31 
>£5–10 billion 11 21 3 3 
>£10 billion 39 40 2 3 
Don’t know  0 2 0 0 

Source: Public dataset/ IFF survey. 
 
 

20. Full distributions for the above questions can be found in the survey tabulations. 

Market shares 

21. Table 6 gives an analysis of the sample by audit firm. In particular it shows the share 

each firm has of audit engagements by index designation. We have compared these 

with known population shares for FTSE 350 and Top Track 100 audit engagements 

(see Descriptive statistics working paper). A number of differences have been found,5

 
 
5 The differences found are most likely due, in part, to the differing quality of lists provided by parties during the early stages of 
the inquiry. 

 

for example, audits carried out by Deloitte are over-represented in the sample. We do 

not, however, analyse results at a firm level and we observe that the market shares 

for Big 4 vs Mid-Tier firms for FTSE 350 audit engagements are consistent with 

population figures for 2010. For Top Track 100 companies in the population the Big 4 

had an 81per cent share of engagements compared with 89 per cent in the sample. 
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TABLE 6   Share of engagements by company category (QA1) 

per cent  

 All 
FTSE 
100 

FTSE 
250 

FTSE 
350 

Former 
listed 

Small 
cap and 
fledgling AIM 

Top 
Track 
100 

Top 
Track 
250 

Base 474 58 137 195 52 74 58 35 57 

Deloitte 34 26 37 34 38 31 41 40 23 
PWC 22 33 23 26 29 23 10 20 14 
KPMG 22 24 20 21 21 23 12 17 35 
E&Y 12 17 17 17 12 15 3 11 5 
BDO 5 0 1 1 0 1 26 6 7 
GT 2 0 1 1 0 4 2 6 5 
PKF 1 0 1 1 0 1 3 0 5 
Mazars <1 0 0 0 0 1 2 0 0 
RSM <1 0 0 0 0 0 0 0 2 
Other <1 0 0 0 0 0 0 0 4 
Big 4 90 100 96 97 100 92 67 89 77 

Source:  IFF survey. 
 
 

22. Of the 474 companies in the sample only 47 companies are audited by non-Big-4 

firms. 

23. In the sample the Big 4 firms have a relatively stronger presence than Mid-Tier firms 

in auditing larger companies, and in larger and more complex audits. In particular: 

(a) On average the companies audited by the Big 4 firms were found to have a larger 

turnover than those audited by non-Big-4 firms. For Big 4 firms nearly 70* per 

cent of engagements are for companies with turnover of more than £250 million 

(compared with 28* per cent for non-Big 4 firms) and 33* per cent for companies 

with turnover of more than £1 billion (compared with 9* per cent for non-Big 4 

firms). 

(b) The average audit fee per engagement is higher for Big 4 firms. For the Big 4 

firms the audit fees for 56* per cent of engagements are more than £250,000 

(compared with 13* per cent for non-Big-4 firms) and for 33* per cent more than 

£500,000 (compared with 2* per cent for non-Big 4 firms).  

(c) For 114 companies with more than 40 per cent of the fee accounted for by non-

UK activities, 97 per cent of these are audited by Big 4 firms. 
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The respondents 

24. We consider the key results to be:6

(a) Two-thirds (66 per cent) of the FDs/CFOs surveyed had previously worked for 

one of the Big 4 audit firms (28 per cent had worked for PWC; 20 per cent for 

Deloitte; 15 per cent for KMPG; and 11 per cent for EY). This proportion is similar 

for FDs/CFOs of FTSE 350 companies.  

 

(b) Around 60 per cent of the ACCs surveyed had previously worked for one of the 

Big 4 audit firms (20 per cent had worked for PWC; 15 per cent for Deloitte; 

16 per cent for KMPG; and 18 per cent for EY). Again the proportion is similar for 

ACCs for FTSE 350 companies.  

(c) Nearly all ACCs surveyed sit on or chair another audit committee (of these 33 per 

cent on 1 other, 34 per cent 2 others, 20 per cent 3 others, 8 per cent 4 others, 

and 5 per cent 5+). The proportions are similar for ACCs of FTSE 350 and other 

companies.  

Description of the audit relationship 

25. We asked respondents about the length of tenure and non-audit services provided by 

the auditor. Again, where possible results were compared with the population 

statistics to test the representativeness of the sample.  

Supply of non-audit services 

26. We consider the key results to be: 

(a) For the vast majority of companies—over 90 per cent—the audit firm also 

provided non-audit services. This is the case for all company categories. 

(b) For both Big 4 and non-Big-4 audit firms over 90 per cent of audit clients also use 

the firm for non-audit services. 

 
 
6 All figures in this paragraph describe the sample and have not therefore been significance tested. 
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(c) The most frequently mentioned non-audit service was tax advice (mentioned by 

75 per cent) followed by transaction advice (54 per cent), compliance advice 

(40 per cent) and consulting (26 per cent). 

(d) Though there was not much difference within the FTSE 350 or between FTSE 

350 and other companies in terms of the non-audit services provided: 

(i) more FTSE 100 companies (60* per cent) use ‘Compliance advice’ than 

other companies (37* per cent), both discretely and as a whole; and  

(ii) Top Track 100 companies (51* per cent) use more ‘Consulting advice’ than 

others (24* per cent). 

Length of tenure 

27. Table 7 shows results relating to length of tenure. 

TABLE 7   Length of tenure by company category (QA4) 

per cent   

 All 
FTSE 
100 

FTSE 
250 

FTSE 
350 

Former 
listed 

Small 
cap and 
fledgling AIM 

Top 
Track 
100 

Top 
Track 
250 

Base 474 58 137 195 52 74 58 35 57 

Under 1 year 3 3 0 1 2 3 3 11 4 
1–2 years 10 5 9 8 12 7 12 9 16 
3–5 years 19 9 13 12 19 20 28 20 32 
6–10 year 28 17 32 28 19 31 41 20 28 
11–20 years 22 33 24 27 23 16 17 11 11 
Over 20 13 22 16 18 15 14 0 17 7 
Don’t know 5 10 5 7 6 3 0 6 4 

Source: IFF survey. 
 
 

28. We consider the key results to be: 

(a) Length of tenure is longer for FTSE 350 companies than for other companies. 

Only 21* per cent of FTSE 350 companies have a tenure of up to five years 

compared with 39* per cent for non-FTSE 350. 

(b) Over 55* per cent and 40* per cent respectively of FTSE 100 and FTSE 250 

companies have tenures of more than ten years compared with 24* per cent of 

Top Track 350 companies. 
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(c) The above figures compare well with known data (see Table 8), again leading us 

to conclude that the survey is broadly representative of the population. 

TABLE 8   Tenure—survey distribution vs population 

per cent 

 

FTSE 350 

 

Survey Population 

Up to 5 years 21 25 
6–10 years 28 28 
11 or more years 45 48 
Don’t know 7 0 

Source:  Public dataset/ IFF survey. 
 

 
(d) For both Big 4 and non-Big-4 firms 32 per cent of audit engagements have a 

tenure of up to five years. 

Dimensions of the audit product 

29. We asked respondents how important they thought certain factors to be in assessing 

the quality of an audit. The intention behind this question was to explore how 

important various aspects or dimensions of the product provided by auditors are to 

the customers. In a later question we asked customers how they select auditors/what 

attributes they look for in order to get the product they want. Table 9 shows the 

proportion of respondents that considered a factor to be important or very important.  

 

TABLE 9   Importance of factors in assessing quality 

QA7 base: all respondents, FDs 343/ACCs 264 
per cent   

 

FD/CFO ACC 

 

Very 
important Important 

Very 
important Important 

Ability to detect misstatements in your accounts 68 19 81 14 
High degree of challenge by auditor 37 44 64 33 
Reliability and usefulness of the audit report 29 35 46 33 
Consistency of delivery worldwide? 26 27 31 26 
The efficiency of the audit process 46 45 38 53 
Ability to offer value added services 5 19 7 17 
The independence of the audit firm 69 22 84 11 

Source:  IFF survey. 
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30. Key observations on these results are: 

(a) For FDs the factors most frequently identified as very important or important are 

the efficiency of the audit and the independence of the firm followed by the ability 

to detect misstatements (efficiency/independence/competence). 

(b) For ACCs the factors most frequently identified as very important or important are 

the ability to detect misstatements, the independence of the firm and a high 

degree of challenge by the auditor. 

(c) For both the FD and ACC the factors least frequently identified as important are 

the ability to offer value added services. 

31. At a company level, the importance of worldwide consistency was rated more highly 

among those where a higher level of their audit fee was accounted for by non-UK 

activities. This result is statistically significant. For those companies where more than 

40 per cent of the audit fee was accounted for by non UK activities, 92 per cent said 

that worldwide consistency was very important or important. 

Who has most influence 

32. We asked respondents who had the most influence on the selection of the auditor 

and the factors taken into account in appointing or reappointing an auditor. The 

results are summarized in Table 10. 
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TABLE 10   Who is most influential in the selection of auditor 

QB1 base: All respondents 
per cent      

 

Audit 
Committee 
members 

CFO 
FD ACC 

Wider 
management 

board 
members Shareholders 

No single 
person 

FD/CFO: All companies 
base 343 30 28 13 10 7 12 

FD/CFO: FTSE 350 
base 133 33 29 14 7 2 16 

FD/CFO: non-FTSE-350 
base 210 28 28 12 13 10 9 

ACC: All companies 
base 264 38 14 19 11 2 15 

ACC: FTSE 350  
base 127 43 13 16 13 <1 15 

ACC: non-FTSE-350 
base 137 34 15 21 9 4 15 

Source:  IFF survey. 
 
 

33. We consider the key results to be: 

(a) the AC/ACC most frequently identified themselves as the most influential (with 

the exception of Top Track companies where FDs are mentioned more often); 

(b) FDs consider themselves to have more influence than they are perceived to have 

among ACCs (statistically significant); and 

(c) the pattern of results is similar for FTSE and other companies. 

Selection criteria 

34. We asked FDs and ACCs how important they considered certain factors to be in the 

selection of auditors. Results are reported in Table 11. The pattern of results was 

similar across company categories.  
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TABLE 11   Proportion of FDs and ACCs who considered a factor to be very important or important 

QB3 base: All respondents, FDs 343/ACCs 264 
per cent  

 

FD/CFO ACC 

 

Very 
important Important 

Very 
important Important 

Experience and knowledge of the engagement partner 47 42 64 32 
Experience and knowledge of the engagement team 22 57 29 55 
Sector-specific expertise or experience 22 43 34 39 
Expertise in the supply of audit related services 28 31 33 34 
Strength of international network 29 24 32 20 
Management preference for specific auditor 2 10 3 14 
Previous and/or current relationship with audit firm 5 31 7 23 
Reputation of audit firm with investors, corporate brokers, 

analysts or external advisers 43 41 40 42 
Adverse comment against firm by regulator 22 39 28 37 
Price 17 48 7 37 
Expertise in the supply of non-audit services 3 10 3 13 
Good working relationships with the audit team 29 57 25 63 
Good corporate fit 12 44 13 39 

Source: IFF survey. 
 
 

35. Our observations on these results are as follows: 

(a) For FDs and ACCs the factor most frequently identified as very important or 

important is the experience and knowledge of the engagement partner followed 

by good working relationships with the audit team and the experience and 

knowledge of the team. 

(b) The reputation of the audit firm with investors, corporate brokers, analysts and 

external advisers is also identified as very important or important for 84 per cent 

and 82 per cent respectively of FDs and ACCs. 

(c) The strength of the international network is identified as very important or 

important by 98 per cent of FDs and 85 per cent of ACCs of companies where 

the percentage of the audit fee accounted for by activities outside the UK is 

greater than 40 per cent. 

(d) Price is identified as being very important or important by 65* per cent of FDs and 

44* per cent of ACCs, and is more important for FDs. 

(e) For FDs and ACCs the factors identified most infrequently as being important are 

management preferences and expertise in the supply of non-audit services. 
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Market testing 

36. We asked respondents about the things they or others in their company do to 

maintain quality, efficiency and value for money. 

37. First we asked respondents how often the company carried out specified activities. 

The results are given in Table 9. The responses were similar across the different 

company categories. We report results split by FTSE 350 and other companies. 

 

TABLE 12   How often does your company carry out the following? 

QB4 base: All companies [FTSE 350 = 195/all other = 279] 
per cent  

 

FTSE 350 All other 

 

Every 
year 

At least 
every 5 
years 

Every 
year 

At least 
every 5 
years 

Post-audit review of quality and value of service 
provided—carried out internally or with the auditor 91 99 76 95 

Benchmark or make formal comparisons with other 
audits 25 68 11 60 

Have informal contact with other auditors outside a 
tender process 78 91 66 86 

Negotiate audit fee 93 100 88 99 
Request a formal proposal or presentation from the 

auditor before re-appointment 28 61 22 64 

Source:  IFF survey. 
 
 

38. We consider the key results to be: 

(a) Most companies regularly carry out reviews—internal or with their auditors—of 

audit quality and service—91* per cent of FTSE 350 companies carry this out 

annually compared with 76* per cent for other companies. 

(b) Most companies renegotiate the audit fee every year and nearly all at least every 

five years. 

(c) Two-thirds of companies carry out benchmarking or other formal comparisons 

with auditors at least every five years. 
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(d) Nearly two-thirds require auditors to make formal proposals or presentations 

before reappointment. Nearly one-half of companies (47 per cent) do both of 

these. 

39. Nevertheless, we also found that: 

(a) 15 per cent of FTSE 350 companies, nearly 30 per cent of Top Track 350 and 

26 per cent of non-FTSE 350 companies do not carry out benchmarking or other 

formal comparisons with audits. 

(b) About one-quarter of companies never request a formal proposal or presentation 

from the auditor before reappointment—with no difference between FTSE 350 

and other companies. 

(c) 1031 per cent^ of FTSE 350 and 1238 per cent^ of other companies had never 

carried out either of these activities (ie those specified in (a) and (b)). 

40. We also asked about other activities not specified: 44 per cent mentioned informal 

contact with their peer group; 30 per cent said that they drew on in-house experience 

and expertise; 22 per cent said that they carried out informal benchmarking and 

comparisons; and 7 per cent said that they reviewed the AIU reports. 

41. We asked respondents for companies that did carry out benchmarking or other 

comparisons, what factors they used in making these comparisons. We asked this as 

an open question. The coding frame was developed during the fieldwork using 

completed responses available at the time and responses were coded after the 

interview was completed. Again the results are similar across categories of company. 

We report in Table 13 results for FTSE 350 companies and all other companies. 
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TABLE 13   Benchmarking or other comparison factors 

QB6 base: All that make comparisons, FTSE 350 = 147/all other = 195 

per cent    

 

FTSE 350 All other 

Comparisons of fee for audits in same sector/similar 
size and complexity 79 76 

Sector and other expertise/experience/reputation of 
audit firm 29 33 

Regional strength/geographical coverage 20 16 
Experience of the audit team/partner 14 16 
Quality of service 14 15 
Audit techniques and approach and accounting 

treatments 10 15 
Auditors used by others in sector 9 7 
Quality of external audit report and internal reporting 5 9 
Timeliness and efficiency in reporting 2* 9 

Source:  IFF survey. 
 
 
*Statistically significant difference between FTSE 350 companies and other companies. 

42. The key benchmarking or other comparison factors are the comparison of fees 

followed by the expertise of the audit firm and audit team. About three-quarters of 

companies that carry out benchmarking exercises compare their audit fees with 

those paid by other companies in the same sector and/or of a similar size and 

complexity. Nearly half^ of companies said that they looked at the expertise, 

experience and reputation of the audit firms and the audit team. Only 5^ per cent of 

respondents did not mention any of these three factors. The next most frequently 

mentioned factor is the geographical coverage of the audit firm. Other factors are 

mentioned by fewer than 15 per cent of respondents. 5^ per cent state that they 

perform some type of informal benchmarking instead of comparing fees.  

Tendering—frequency and tender lists 

43. We asked respondents when their company last tendered its statutory audit. The 

results are given in Table11. On average the frequency of tendering is lower among 

FTSE 350 companies. We report results split by FTSE 350 and all other companies. 
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TABLE 14   How many years ago did your company go out to tender 

QB9 base: All companies, FTSE 350 = 195/all other = 279 

per cent   

 

FTSE 350  All other 

Last year  5* 11* 
Two years ago  5 8 
Three to five years ago 13* 28* 
Six to ten years ago  24 24 
More than 10 years ago  25* 11* 
Never tendered 15 10 
Don’t know 13 8 

Source:  IFF survey. 
 
 
*Statistically significant difference between FTSE 350 and other companies. 

44. We consider the key results to be: 23* per cent of FTSE 350 compared with 47* per 

cent of other companies had tendered their audit in the last five years; 24 per cent of 

FTSE 350 and other companies had tendered their audit in the last six to ten years; 

and 40 per cent of FTSE 350 and 21 per cent of other companies had either 

tendered the audit more than ten years ago or have never tendered the audit.  

45. For audits tendered in the last five years we asked for further details on which 

auditors had been invited to tender. This question was answered by 175 companies, 

44 were FTSE 350 companies and 131 non-FTSE 350 companies. In Table 15 we 

show the frequency with which audit firms were mentioned. Results are reported split 

by FTSE 350 and all other companies.  
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TABLE 15   Proportion of respondents who mentioned a particular audit firm 

QB12 base: Companies who had tendered audit in last five years (multi-answered), FTSE 350 = 44/all other = 131 

per cent  

 

FTSE 
350 All other 

KPMG 75 63 
Deloitte 66 62 
PricewaterhouseCoopers 68 61 
Ernst & Young 73* 54* 
BDO 23 25 
Grant Thornton 14 23 
Baker Tilly 2 7 
PKF 2 5 
RSM Tenon Group 0 5 
Mazars 2 3 
Smith & Williamson 2 2 
Other 7 6 

Source:  IFF survey. 
 
 
*Statistically significant difference between FTSE 350 and other companies. 

46. The most frequently mentioned audit firms are Deloitte, KPMG, PwC and EY followed 

by BDO and Grant Thornton. Other firms (ie other than the Big 4, BDO and Grant 

Thornton) were mentioned by fewer than 3 per cent of FTSE 350 companies and 

8 per cent of other companies. The average number of firms mentioned by each 

respondent ie the number of firms invited to tender was 3.4 (3.7 for FTSE 350; 3.4 for 

other companies). For FTSE 350 companies the tender lists for 27 out of the 

44 companies that tendered their audit in last five years included only Big 4 audit 

firms. For other companies 60 out of 131 only invited the Big 4 firms, and only 5 of 

the 131 tender lists did not include at least one of the Big 4 firms. 

47. We also asked companies why tender lists had been limited to the firms mentioned. 

This was another open question, the responses to which were coded after the 

questionnaires were completed. About one-quarter of companies mentioned that they 

had shortlists, the need not to waste time and that the number of firms invited to 

tender was sufficient to ensure a competitive process. Putting these responses aside, 

among FTSE 350 companies the most frequently mentioned factors were: the 

specialist knowledge of the audit firm, 43 per cent; the regional and geographic 
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coverage of the audit firm, 34 per cent; and the size of the firm, 30 per cent; 70 per 

cent^ of FTSE350 mentioned at least one of these. Looking at those who limited 

tendering to the Big 4, 48 per cent of FTSE 350 companies mentioned geographic 

coverage and 41 per cent the size of the audit firm. 

48. Finally we asked the companies that had not tendered their audit in the last five years 

why this was the case. This again was an open question. The results were similar for 

FTSE 350 and other companies. We consider the key results to be: 

(a) 51 per cent of FTSE 350 companies said that the quality of service had been 

good and 25 per cent that the audit fee was competitive. 57 per cent mentioned 

one or both of these factors. 

(b) 25* per cent of FTSE 350 companies mentioned the disruption and costs 

involved in tendering audits and changing auditors compared with 15* per cent 

for other companies; and 

(c) 12* per cent of FTSE 350 companies mentioned the benefits of continuity 

including the understanding acquired by an auditor of a client’s business 

compared with 22* per cent for other companies.  

Switching behaviour and effects 

49. In the sample the proportion of tenders where the incumbent retains the engagement 

is 21 per cent for FTSE 350 and 30 per cent for all other companies.7 The FTSE 350 

percentage from the survey is similar to the figure estimated using information 

provided by firms on tenders in which they participated (20 per cent).8

 
 
7 In computing this we crossed questions A4 (For how many consecutive years has your current audit firm, or one of their 
predecessors, performed the statutory audit for your company?) and B9 (How many years ago did your company last go out to 
tender for statutory audit services?). In order to have a reliable analysis, we considered only tenders issued in the last ten 
years. We disregarded options ‘never’ and ‘don’t know’ in both questions. The proportion of tenders where the incumbent 
retains the engagement is computed considering all the tenures that have lasted longer than the date of last tender.  

  

8 Auditor Selection working paper paragraph 123. 
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50. We have responses for 133 companies, including 33 FTSE 350 companies, which 

switched auditors in the last five years. In total we had responses from 104 FDs and 

66 ACCs. Results from the public database suggest that 45 FTSE 350 companies 

switched auditor over the five-year period 2006 to 2010. We asked questions on the 

reasons for switching and the effect of switching. 

51. We asked an open question on the principal reasons for switching. Among the FTSE 

350, for both FDs and ACCs the most frequently mentioned factors are: to get a 

better quality of service in the delivery of the audit; to get a better price; to use a firm 

with better sector experience. FD/CFOs also mentioned as frequently a policy to 

switch regularly and/or to avoid complacency.  

52. We note that the following factors were mentioned infrequently by both FDs and 

ACCs: to improve the quality of the audit opinion or report; to get a better quality of 

service in the provision of NAS; the previous auditor made a mistake or performed 

poorly; and impressed by past dealings/recommended to us. 

53. Regarding the impact of switching we asked three open questions which were coded 

during the interview covering price, quality and internal costs. For many companies 

switching was said to have resulted in lower fees and/or improvements in quality, 

with over 41 per cent saying that the audit fee was lower in the first and following 

years and over 40 per cent that quality was better in the first and following years for 

both FDs and ACCs. About 20 per cent^ reported both the reduction in audit fee and 

the improvement in audit quality. About 75^ per cent said that switching resulted in 

some benefits in first and/or following years. Switching was said to have no material 

impact on fees by 21 per cent, quality by 20 per cent and internal costs by 59 per 

cent. 16 per cent said that audit fees were higher as a result of switching and 13 per 

cent that internal costs were higher in both the first and following years.  
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54. Finally for 80 companies (including 22 FTSE 350 companies) switching was said to 

have resulted in a change in quality, with 70 saying that the change was positive and 

10 saying that the change was negative at least in the first year. The most frequently 

mentioned changes were: better audit processes and planning; higher quality and 

better skilled staff; better sector experience and understanding of the client’s 

business; more thorough approach; and better quality reporting and feedback.  

Triggers for switching 

55. We asked all respondents to consider a number of potential triggers for switching, in 

particular what events would cause a company seriously to consider switching 

auditor. The responses for FDs and ACCs of FTSE 350 companies are given in 

Table 16. The pattern of results is similar for all company categories.  

 

TABLE 16   Triggers to seriously consider switching 

QC6 base: All FTSE 350 companies, FDs 133/ACCs 127 
per cent    

 

FDs/CFOs ACCs 

 

Very likely Likely Very likely Likely 

A problematic working relationship between the auditor and 
management 17 44 13 46 

A disagreement with the auditor over an audit judgement or 
accounting treatment 2 16 3 19 

A substantial increase in the audit fee 33 38 16 39 
If the auditor started auditing one of your companys 5 15 7 21 
Scandal in the UK or another country related to current 

auditor 6 32 10 35 
Rotation of audit partner 3 13 6 24 
Being approached by another audit firm 0 1 0 0 
Pressure from shareholders, bankers, lawyers or analysts  13 41 12 50 
Change in ownership or location of your company, or in 

nature and scale of activities 10 37 7 28 
Appointment of a new CFO, FD or audit chair 2 17 3 17 
The company moving in or out of the FTSE 350 listing 0 6 0 4 
Complacency of audit firm 44 42 58 36 
Disagreement or problem with provision of non-audit 

services 1 7 3 11 

Source:  IFF survey. 
 
 

56. The potential trigger most frequently identified as very likely or likely to prompt a 

company seriously to consider switching is the complacency of the audit firm followed 

by: a problematic working relationship between auditor and management; a 
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substantial increase in the audit fee (particularly among FDs); and pressure from 

shareholders, bankers, lawyers or analysts (particularly among ACCs). 

57. The potential triggers most infrequently mentioned as very likely or likely triggers are: 

the company moving in and out of the FTSE 350; disagreement or problem with 

provision of NAS; and being approached by another audit firm.  

58. We asked whether there were any other triggers, not mentioned by the interviewer. 

Over 55 per cent of FDs and over 40 per cent of ACCs for the FTSE 350 companies 

said poor quality audit. 

Formal and informal contact 

59. We asked respondents whether they had in the past five years been approached 

informally or formally by an audit firm offering to provide audit services to their 

company and, if yes, by whom. 

60. Among FDs for FTSE 350 companies, 20 per cent said that they had been formally 

approached and 68 per cent informally. The figures for ACCs are 7 per cent and 

46 per cent respectively. The figures are much the same for both FDs and ACCs 

working for other companies. 

61. These approaches are predominately by Big 4 firms. Each of these firms was 

mentioned by at least 45 per cent of FTSE 350 FDs and ACCs associated with 

companies that had been approached. The next most frequently mentioned firms are 

BDO and Grant Thornton. Around 10 per cent of FTSE 350 FDs had been 

approached by these firms, but less than 10 per cent of ACCs. For non-FTSE 350 

companies that had been approached a higher level of contact had been made by 
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both BDO and Grant Thornton (about one-quarter for FDs and just under 20 per cent 

for ACCs). 

Forced diversion 

62. We asked FDs and ACCs which audit firms their company would formally consider if 

their current statutory auditor were to cease trading. We did not suggest the names 

of firms to respondents.  

63. Generally for FTSE 350 companies, both FDs and ACCs predominately listed Big 4 

firms. 14 per cent of FDs said that they would formally consider Grant Thornton and 

13 per cent they would consider BDO. Among ACCs the figures are 17 per cent and 

15 per cent respectively. Neither FDs nor ACCs of FTSE 350 would consider a non-

Big 4 firm alone, while 23 per cent of both FDs and ACCs would formally consider a 

combination with Big 4 and non-Big 4. 

64. For both FDs and ACCs of other companies the Big 4 firms also dominated, and 

around 50 per cent said that they would only consider the Big 4. However, these 

companies would be more willing to formally consider Grant Thornton (31 per cent of 

FDs, 30 per cent of ACCs); BDO (23 per cent of both FDs and ACCs); and Baker 

Tilly (10 per cent of FDs, 7 per cent of ACCs). 

65. We used these figures to calculate diversion ratios. Table 17 shows the types of firm 

that would be considered if their current statutory auditor ceased trading. For those 

currently audited by the Big 4, 25 per cent said that they would consider Grant 

Thornton and 22 per cent BDO. A total of 7 per cent of these respondents said that 

they would consider other non-Big-4 firms. More detailed information can be found in 

the presentation and the survey tabulations.  
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TABLE 17   If your current statutory auditor ceased trading unexpectedly, which firms would you formally consider 

QC9 base: All companies (474) 
per cent   

 Firms would formally consider 

Current auditor Big 4 only Combination 
Non-Big 4 

only Don’t know 

Big 4 61* 35 2* 2* 
Non-Big 4 26* 45 19* 11* 

Source:  IFF survey. 
 
 
*The proportion of companies currently audited by a Big 4 firm that would, for example, formally consider a Big 4 auditor, is 
significantly different from the proportion of other companies that would do so. 

66. Table 18 gives the same results for FTSE 350 companies only. 

 

TABLE 18 If your current statutory auditor ceased trading unexpectedly, which firms would you formally consider, 
FTSE 350 

QC9 base: All companies (195) 
per cent  

 Firms would formally consider 

Current auditor Big 4 only Combination 
Non-Big 4 

only Don’t know 

Big 4 (190) 73 24 0 3 
Non-Big 4 (5) 60 40 0 0 

Source:  IFF survey. 
 
 

Reasons for not considering non-Big-4 firms 

67. We asked FDs and ACCs who said that their company would formally consider only 

Big 4 firms what the reasons for this would be. This was an open question based 

on the: 

(a) 189 out of 343 FDs (55 per cent) who said that their companies would only 

consider Big 4 audit firms (97 of these are FDs for FTSE 350 companies); and  

(b) 158 out of 264 ACCs (60 per cent) who said that their company would only 

consider Big 4 firms (93 of these were ACCs for FTSE 350 companies). 

68. The coded responses for FDs and ACCs working for FTSE 350 companies are 

reported in Table 15. 
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TABLE 19   FTSE 350 companies that would formally consider only Big 4 firms, reasons for this 

QC10 FTSE 350 companies, FDs 97/ACCs 93 
per cent  

 

FDs ACCs 

Size audit firm/geographical coverage 59 69 
Sector specific knowledge/experience 27 45 
Reputation not specific 23 11 
Our shareholders/investors/banks expect 

certain standards 13 15 
Size and complexity of the company/audit 16 20 
Better calibre/trained staff 15 19 
Efficiency in carrying out audits/rigorous 

audit procedures 9 6 
Higher quality service 14 11 
A requirement of lenders/banks 2 2 
Technical knowledge 5 9 
Range of competencies 5 4 
Bench strength 4 4 
Deliver to a higher technical standard 2 2 
Staff at the company have links to the Big 4 1 - 

Source: IFF survey. 
 
 

69. For FTSE 350 companies the most frequently mentioned reason, by both FDs and 

ACCs, is the size and geographic coverage of the Big 4 audit firms (59 per cent and 

69 per cent respectively). Sector knowledge and experience (27 per cent and 45 per 

cent), reputation (23 per cent and 11 per cent), better calibre/trained staff (15 per 

cent and 19 per cent) and size and complexity of the audit (16 per cent and 20 per 

cent) are other frequently mentioned reasons. 

70. For non-FTSE-350 companies the pattern of responses is broadly the same. 

However, the importance of size and geographic coverage of the Big 4 audit firms is 

identified less frequently by both FDs (38* per cent v 59* per cent) and ACCs 

(51* per cent v 69* per cent). Also ACCs of non-FTSE 350 companies mention 

reputation more frequently than FTSE 350 ACCs (23* per cent and 11* per cent 

respectively). 
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Factors limiting choice between Big 4 firms 

71. We also asked FDs and ACCs who said that their company would consider only 

Big 4 firms whether there were factors that would limit choice between Big Four firms. 

The results for FTSE 350 companies are shown in Table 20. 

 

TABLE 20   Factors limiting choice between Big 4 firms, frequency mentioned 

QC11 base: FTSE 350 companies, FDs 97/ACCs 93 
per cent   

 

FDs ACCs 

That certain auditors provide your company with other, 
non-audit services 21 15 

Conflict of interest/independence 4 3 
The fact that certain auditors provide audit services to 

competitors 2 8 
Weaknesses in the strength or coverage of the 

international network 2 5 
The lack of certain sector expertise 6 2 
The fact that certain auditors provide other, non-audit 

services to competitors 5 3 
Previous bad experience (including no experience, 

heard bad things, don’t know if we could trust them) 1 - 
The fact that certain auditors provide services to 

competitors (unspecified) 2 2 
Other 15 16 
None of these 60 65 

Source: IFF survey. 
 
 

72. For FTSE 350 companies, 60 per cent of FDs and 65 per cent of ACCs said that 

there were no factors limiting choice between Big 4 firms. For those that did, the most 

frequently mentioned factor is the provision of non-audit services (21 per cent of FDs 

and 15 per cent of ACCs). 

73. For other companies similar proportions said that there were no factors limiting 

choice between Big 4 firms (71 per cent of FDs and 66 per cent of ACCs). For those 

that did, the most mentioned factors were provision of non-audit services, 

conflicts/independence and a previous bad experience. 
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International networks 

74. A number of questions provide information on the importance of the geographic 

coverage of the international network and consistency of quality across networks.  

Big 4 firms 

75. In general terms the Big 4 firms have a stronger presence in international audits. In 

particular, for 114 companies with more than 40 per cent of the audit fee accounted 

for by non-UK activities, 97 per cent of these are audited by Big 4 firms. 

‘Consistency of delivery worldwide’ in assessing audit quality (Question A7) 

76. The consistency of delivery worldwide in assessing audit quality is more important to 

FTSE 350 companies, companies with a larger proportion of the audit fee accounted 

for by non-UK activities and larger companies (these characteristics will be 

correlated). In particular: 

(a) more FTSE 350 companies (66* per cent) said that this was important than other 

companies (47* per cent); 

(b) within the FTSE 350, this is more important to FTSE 100 companies (84* per 

cent) than to FTSE 250 companies (58* per cent); 

(c) 92* per cent of companies with more than 40 per cent of the audit fee accounted 

for by non-UK activities said that international consistency was important 

compared with 64* per cent of companies with between 1 and 40 per cent of the 

audit fee accounted for by non UK activities and 12* per cent for companies with 

no international audit requirement; and  

(d) 71* per cent of companies with turnover greater than £1 billion consider 

international consistency to be important compared with 56* per cent of 

companies with turnover between £250 million and £1 billion and 40* per cent of 

companies with turnover of less than £250 million. 
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Importance of ‘Strength of international network’ when looking to appoint/ 
reappoint (Question B3) 

77. The strength of the international network was said to be important in the 

(re)appointment of an auditor by 64* per cent of FTSE 350 companies and 45* per 

cent of other companies. This difference is statistically significant.  

78. The proportion that considered this factor to be important was 96* per cent for 

companies with more than 40 per cent of the fee accounted for by non-UK activities. 

This is significantly higher than for companies with between 1 to 40 per cent of the 

audit fee associated with international activities (62* per cent) and companies with no 

international audit requirement (8* per cent). 

Benchmarking on ‘Regional strength/geographic coverage’ (Question B6) 

79. Of the 342 companies that carry out some form of benchmarking exercise or other 

formal comparisons with other audits, 18 per cent identified regional strength and 

geographical coverage of the audit firm as a factor in these exercises. We note that 

this could include strength across the UK. 

80. Regional strength and geographic coverage is more often a factor in benchmarking 

exercises carried out by companies with more employees. In particular, this was said 

to be factor by 10 per cent of the companies with less than 1,000 employees and 

22* per cent of the companies with more than 1,000 employees. 

81. 35* per cent of the companies with more than 40 per cent of the fee accounted for by 

non-UK activities benchmark on regional strength and geographic coverage’ 

compared with 14* per cent for those with a non-UK fee element of between 1 and 

40 per cent and only 5* per cent for those with no non-UK element to the fee. 
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‘Regional strength/geographical coverage’ given as a reason to limited tender 
to certain firms (Question B13) 

82. Of the 175 companies that have tendered in the past five years, 24 per cent identified 

regional strength and geographical coverage as a factor limiting who they invited to 

tender. Again we note that this could include coverage across the UK. 

83. Significant differences emerge when we look at results according to the proportion of 

the fee accounted for by non-UK activities. In particular: 48* per cent of the 

companies with more than 40 per cent of the fee accounted for by non-UK activities 

give regional strength and geographical coverage as a reason for limiting the tender 

to certain firms compared with 22* per cent for those with a non-UK fee of between 

1 and 40 per cent and 10* per cent for those with no non-UK element to the fee. 

‘Size audit firm/geographical coverage’ given as a reason for not considering 
outside the Big 4 if current auditor ceased trading (Question C10) 

84. 54 per cent of the 260 companies who would only consider the Big 4 gave size of the 

audit firm and geographical coverage as a reason. As this factor covers both size and 

coverage, the number of answers relating to geographical coverage alone is 

unknown. Some examples of the detailed answers given include:  

(a) ‘Ability to sustain quality in a number of our overseas/ international operations. In 

some of the countries in which we operate, the smaller firms do not have an 

established audit practice (well-established audit practice)’. 

(b) ‘Geographical coverage, the others don’t have it. Deep technical expertise and 

quality of team—in UK and in our overseas markets’. 

(c) ‘Because we are an international group. These are international companies. I am 

not working with correspondent firms of variable quality depending on territory. 
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85. FTSE 350 companies were significantly more likely to cite this factor than other 

companies (64* per cent vs 43* per cent), as were companies with higher annual 

turnover; with more employees; and those with a high non-UK audit fee. 

‘Weaknesses in the strength or coverage of the international network’ as a 
factor for restricting choice within the Big 4 (Question C11) 

86. Only 4 per cent of the 260 companies answering this question gave this response to 

the open ended question.  
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