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Consider the number of UK banks or subsidiaries that need to be audited (Box 8.2). So the Big 
Four have to divide themselves among all of these for both audit and consultancy work. 
Normally, a client would not want their auditor to also audit or undertake substantial there are 
simply not enough of the Big Four to complete the audit and consultancy tasks.  We’ll call this 
the ‘insufficient number’ problem. projects for a competitor. The obvious conclusion is that  

If another big failure can be regarded as a punch to the audit markets, it is the constant drip-
drip-drip of the ‘insufficient number’ problem that is eroding the credibility of the Big Four in 
the audit market. That is of more immediate importance and may be the ultimate factor in 
forcing an increase in the number of audit firms by splitting the Big Four in some way. The 
Big Four may not like this, but it’s their success and prestige which has sown the seeds of their 
downfall – ironically, not a failure at all but their glorious success. That success will mean 
some form of break-up – either voluntarily or by edict - in order that there are enough suitable 
firms to be shared by all that require their services. So the audit only and other possibilities that 
we discussed previously may still be a viable possibility.  

The joint audits (Big Four plus a mid-tier firm [see next chapter]) reduces audit quality and 
increases audit costs. So that option is not so workable. And the Big Four lending resources 
initiative to the mid-tier firms still conflicts with one of our four axioms: the axiom of size 
matters and is linked to audit quality)1. Interestingly the argument went that the Big Four each 
had spent hundreds of millions of pounds on technology in recent years and if the Big Four 
were to share personnel and allow access to the same technology that could bring about change 
for the mid-tier firms. Though we doubt that this would make much difference – the axiom is 
too well embedded in reality and in beliefs2. So if these Big Four solutions that might be put 
forward, do not work, or ao are seen not be working, then we are back to square one.  

1 Size means global reach, widespread industry and sector experience and data, 
knowledge and prestige. In the Financial Time, Marriage 2018 article, some 
executives from the mid-tier accounting firms described the lending of 
resources offer of aid from larger rivals as condescending. Others seemed to be 
more open.  
Marriage, M., 2018, ’Biggest UK auditors hold secret talks to avert watchdog 
probe: Firms meet in private amid fears investigation could lead to break-up of 
Big Four’, Financial Times, 13 July 2018 
Available at: 
https://www.ft.com/content/0605c1d8-86bc-11e8-96dd-fa565ec55929 
Accessed July 2018. 
2 This argument was reported in the Financial Times, Op. Cit. Marriage, 2018 
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Box 8.2 The number of UK banks or subsidiaries that may need to be audited 
 
Five large legacy banks: 

HSBC, Lloyds/HBOS, RBS/NatWest, Barclays, Standard Chartered and Close 
Brothers 

Supermarket banks: Sainsbury Bank, Tesco Bank. Post Office Money 
UK Challenger banks including:  

Metro, Monzo, Revlut, Tandem, Starling, Atom, Loot, Monese, Nimbi and about 100 
other organisations. 

Association of Foreign Banks lists more than 100 banks including: 
ABN, ING, Santander, BNP Paribus, Crédit Agricole, Deutsche, Société Générale, 
UBS, UniCredit, Intesa Sanpaolo, CM-CIC, BBVA, and others. 

US bank subsidiaries include3: 
CitiGroup, J P Morgan, Goldman Sachs, Bank of America Merrill Lynch, Morgan 
Stanley, Wells Fargo, and many others. 

Investment banks include:  
Lazard, Jefferies, Nomura, RBC, BMO,  Mizuho, MFUG 

UK private banks: 
Arbuthnot Latham, C Hoare & Co. Coutts, Hampden, Harrods, Kleinwort Benson, 
Rothschild, Schroders, Weatherbys and many others. 

Building societies: Nationwide, Santander and about 50 others. 
 
 
 

                                                 
3 US banks were affected as the rules applied to entities with a public interest in 
Europe. They have to appoint a new accounting firm to oversee the entire global 
business or select a second firm to audit their European business. 


