from the PRESIDENT

Accounting’s Stature Undermined

am getting more distressed

about wllmle signs of problems

at the core of the accounting

profession. There may be no
bigger issue Facing the Rature of
firance,

The declining number of stu-
dents in college accounting pro-
grams has been well-documented,
and fewer students: are sitting for
the CPA exam. These facts are even
mare troubling when tiken togeth-
er with the impact of retiring baby
boomeers and fewer voung workers
entering the labor markel

OF course, A strong economy, an
ever-sironger entreprencurial envi-
ronment and the lure of wechnolo-
ayv-oriented careers makes alterna
tive cureer puths very appealing to

By ‘Cookhook’
Approach

Accounting is losing the
rale of the individual,
practicing the
discipline’s art and
science, who is trained
and licensed to exercise
his or her judgment on
behalf of the client,
the employer and the public.

Brecomes nothing but a ¢onduit
between the client and a huge
book containing all the possible
transactions, every possible ques-
tion ancd predetermined answers
Many call it 3 "preseriprive account-
ing environment™ or “stindards
overdoad.” 1 call it a regulitory envi-
ronment that is lazy, undisciplined
and lacking in perspedtive,

[hsirust 18 alse ar the root of
the problem. The SEC has spent
the past eight years challenging
the accounting profession, linan
cial reponing and corporale man-
apgement teams, Funber, the media
loves o write up the “plane crash-
es" ol financial reporting — they
make great press and gossipy
redcling. All told, it is no wonder
that the profession is losing its

students. Higher compensation in
other fields is o problem that
accounting firms have 1o face up o as well.

The AICPA has been trying. in parl. to address these
realities with its XY 27 credential. It hopes that a broader
business cerification will help the profession in the
future. Much controversy exists within the AICPA over
the propodal, but Lapplaod the AICPA Jeadership Tor nol
sticking its head in the sand and choosing w sty in the
past. While the credential self may not be the answer,
the navsayers need o join their leadership in focusing on
the future

I think the problem rests in the fundamenmal shift in
the nature of the worke Accounting s losing its profes
sionalisen That is, it 15 losing the role of the indivicaal,
practicing the discipling’s ant and science, who s trimned
and licensed o exercise his or her judgment an Behall of
the client, the employver and the public, and who is able
to assess the siwation, gather the facts, apply a frome-
work and render ananswer

Increasingly, the profession is being undermined by a
enokbook approach o accounting — one
inn which the rules are so detafled and com
plicated that the individual practitioner
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appeal o the next generation.

The environment and the tone
must change. The power to give final and definitive
accounnng answers necds o be returned o the feld. The
SEC meeds 1o get oot of the auditing business: And e
FASH necds o write miles 4t a higher level and leave the
création of detiled ansswers o the accounting firms and
professionls

Furthermore, we need to recognize that the rate of
financial reporting fuilures is very, very SMALL. Looked a
bath on the basis of the frequency and the dollar wvilue
of marker losses, financial repoting and contral guality s
very, very HIGH: The regulatory and media emphasis on
the plane crashes has the potennal of grounding the
strong financial reparting system that keeps our capital
mrkets ot

Importantly, this subject i being talked abou every-
where | go, and usually oot on my indtiative. From the
smallest wwns o the biggest forums, it is on the radar
sereens of FEI members everywhere. 10s time that the
biggest minds in the highest seats stop sloughing it off,
look in the mimor and think about the
impact 20 yvears hence unless significand
changes are macde now,



