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1 BARRIERS TO ENTRY: INTERNATIONAL NETWORKS 

1.1 Need for international networks 

1.1.1 BDO considers the emphasis on FTSE 350 companies’ need for an audit firm with a 
strong and consistent international network and worldwide delivery to be 
overstated.  According to the CC’s analysis set out in paragraphs 111 and 114,  
only 63% of FTSE 250 companies paid audit fees in 2011 that related to non-UK 
audit activity, i.e. well over one third of the FTSE 250 did not have audit activity 
outside the UK (although BDO notes that the CC’s analysis does exclude Ernst & 
Young).  

1.1.2 As the CC acknowledges, BDO (as well as Grant Thornton) now has “a broadly 
similar level of coverage” (paragraph 93) to the Big Four in territories where all of 
the Big Four are present.  Moreover, based upon the CC’s analysis in paragraphs 88 
and 89, non-Big Four firms also expanded their networks considerably between 
2007 and 2011. 

1.1.3 However, it is clear from the CC’s case studies (references to which are set out in 
paragraphs 127 to 133) that the international coverage of the mid-tier audit firms is 
far from being fully recognised by the market: for example, an ACC “did not think 
that the Mid Tier firms had the necessary reach to deal with the geographic spread 
of the Company” (paragraph 126(d)).  This is consistent with the results of the CC’s 
survey, where the size and geographical coverage of the audit firm was the most 
frequently-mentioned reason for considering only Big Four firms (paragraphs 68 
and 69 of the CC’s survey results).  In BDO’s view, this not only demonstrates that 
purchasers of audit services to the FTSE 350 are not well informed, but further 
illustrates the presumptions or even prejudices of relevant individuals, most of 
whom are Big Four alumni. Specifically, the CC notes at paragraph 126 that “Many 
[companies participating in case studies] perceived that non Big 4 firms used 
affiliates”. However, the CC finds that both the mid-tier and the Big Four use 
affiliates (paragraph 21), so there is no difference in this respect between the large 
mid-tier firms and the Big Four.  

1.1.4 Overall, there is a striking disconnect between the CC’s own assessment (that the 
Big Four and mid-tier have broadly similar international coverage, international 
methodologies and international platforms) and the results of the CC survey (that 
the market perceives the mid-tier as lacking international reach). 

1.2 [] 

 

 

1.3 Minor comments 

                                                                                                                                       
1  Reference to paragraph numbers are to paragraphs of the relevant working paper (“WP”) unless stated 

otherwise.   
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1.3.1 In Table 1 (page 23) one of the unredacted figures ($400m) appears to be in the 
wrong place.  According to paragraphs 73 and 74, $400m is the total development 
cost, not the localisation cost.   

1.3.2 BDO notes that no details are included for Baker Tilly in Tables 1, 3, 5, or 6.  BDO 
considers this surprising given that Baker Tilly was presumably sent the same set of 
additional set of questions as BDO (further to the CC’s statement in paragraph 2). 


