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ACCOUNTING EDUCATION IN CANADA: AN EVALUATION

Comments by Daniel McDonald

1.0 INTRODUCTION

When I started work on this paper it was going to be very factual
and analytic. It has turned out to be very personal and impressionistic.
As I look back over the gestation period for this paper two points stand
out above all others. The first is that there is a dearth of facts.
Hard data relating to accounting education is almost non existent in
publicly available form. The second point is that there has been and
continued to be a dearth of personal commitment to accounting education.

1.1 Theme: Facts and Commitment .

1.11 Facts

There is no readily available data base relating to accountlng educa-

tion in Canada. Consider a few broad questions.

- = How many first degfees with an accounting major are granted
in Canada each year?

- What proportion of those with accounting first degree find
suitable employment within 6 months of graduating?

- What proportion of those with an accounting first degree embark
on professional level studies? Of those, what proportion are
successful?

Consider a few questions which accounting academics might ask with
respect to their own institution.

- The three questions above can be asked with respect to each
university.

- What is the average class size in our accounting courses? How:




does it compare with our university-wide class size?

- What is the turnover rate of accounting faculty? How does it
‘ compare with university-wide faculty turnover?

- What is the average salary of accounting faculty? How does it
compare with university-wide average salary (or rank by rank)?

- Consider a few questions which practitioners might ask with respect
to their own firm.

- What is the pass rate on professiohal level exams of our employees
broken down by university from which they obtained their first
degree? | :

- What portion of our students stay with the firm for more than
(say) five years after qualifying? Does the proportion differ
depending on where they obtained their first degree?

What is needed, University by University, firm by firm, and in some
summarized aggregation are basic facts relating to accounting education.
In section 1.13 I return to this need and how it might be filled.

1.12 Commitment

Accomplishment is a direct function of commitment. Despite the
similarity in spelling commitment has nothing to do with committees.
Only persons can have commitment in the sense of deep involvement and
binding oneself to a task or an ideal.

Accounting educatiop in Canada has grown out of, is controlled by,
and will be changed by, committees. A camel has been described as an animal
designed by a committee. Accounting education in Canada fully reflects its
committee heritage. Here I am commenting more on the design and plan and
less on the implementation. Implementation is more personal and is less
subject to the failings of committees.

As I have been writing this section I have reflected on the various
committees I have been on over the last few years. On reflection the follow-
ing two operating rules seem optimal for me. .

1. I will not accept the chairmanship of any committee unless I
am prepared to do all the work. The task must be important
enough to warrant that level of personal commitment on my
part. In this sense a committee of one is ideal. Other
committee members at minimum are a valuable sounding board
and at maximum will in fact do all the work.

2. I will not agree to be a member of any committee unless the
Chairman has a high level of personal commitment to the task
and T reach a firm agreement with respect to my role on the

committee.



1.13 A Factual Data Base

We badly need a factual data base. Without data we will never know
whether or under what circumstances small classes are better than large
ones, a five-year degree is better than a four-year, experience with a
small firm is better than a large firm, etc.

Of course there are difficulties in defining terms, specifying the
measurement rules and ensuring uniformity of reporting. These are exactly
the difficulties that the accounting profession grapples with all the time.
However well we do it, we do do it for others (e.g., we have defined
earnings per share). For our own profession we simply don't do it (e.g.,
we have no definition of pass rate by firm on the Chartered Accountants
Uniform Final Examinations).

In section 1.11 I argued for a comprehensive data base with respect
to accounting education in Canada. Further aspects of the usefulness of
the data base will be dealt with in subsequent sections. Unless someone
argues vigorously with me on this I will assume that you also perceive the
need. In section 1.12 I argued that personal commitment was an essential
ingredient often lacking in accounting education. So I now ask the question:
Is there anyone here who regards the task of designing, creating and maintain-
ing a data base for accounting education sufficiently highly that (s)he would
be prepared to undertake the task. It is a task that would require much time
and prodigious efforts over an extended time period (say 10 years). It would
require finding funding, liaison with numerous institutions and the inevitable
frustrations and delays. There might be rewards through publications and through
the prestige attached to thorough knowledge and expertise in an area.

The Canadian Academic Accounting Association could play an important
role through funding, publication, and securing co-operation from univer-
sities, firms and professional associations.

The CAAA can't do it. It can persuade an individual to do it or to
head up a task force. People persuaded to undertake a task seldom have the
high degree of personal commitment necessary for success. The ideal is
someone who already has the high degree of personal commitment and who
then convinces the CAAA to lend their institutional support.

So my first challenge is this: do some of you regard this task as
sufficiently important that you will say, "I will undertake to see to it
that it gets done."

2.0 PRE UNIVERSITY

2.1 Perceptions of the Field of Accounting

Perceptions, attitudes and beliefs are formed very early. By the
age of about twelve many important beliefs and attitudes are well
entrenched. By that time children have been exposed to a wide range of
experience largely through the medium of television. How many of them
have any idea of what an accountant or an auditor is?



Our profession’'s stance on advertising has certainly contributed
to this lack of awareness of the profession. It has also failed to counter
the image of accountants as timid, retiring, and drab that is sometimes
" encountered in fiction. Have you ever read an engrossing novel in which
the central character is an accountant? The profession's stance on
advertising is entirely inexplicable to me. I do not see it as serving
the public interest. I do not see it as serving the interest of the
profession. Strangely enough the courts in British Columbia are presently
rescuing the legal profession from itself (Law Society vs Jaboor). If the
outcome in that case affirms the lower court decision it is likely public
accountants will feel less constrained by the existing professional rules.

2.2 Pre University Coursework

Most high schools offer one or more bookkeeping or accounting courses.
Whether or not these are an advantage for those students continuing on into
university level accounting courses is debatable. More important, though
less debated, is the observation that the profession itself and the
university instructors in accounting have had virtually no interest in,
nor impact on, the content of those high school courses. We have been
uninterested in that level. This ignores the important fact the impres-
sions of the subject are often crucially influenced by the first course.
If the first course is repetitious, routine, tidy with "right answers",

some students will be attracted and some will be turned off. If the first
course is fast paced, perplexing in its variety, and full of questions
with no very definite answer, some students will be attracted and some
will be turned off. The real issue is which of these caricatures is
closest to the field as it is, and which of these is closest to the first
courses that are being given. There is a real need for thoughtful profes-
sional and academic level concern with high school courses.

This then is my second challenge: do some of you regard this task
sufficiently important that you will say, "I will undertake it."

The timing of career choices is closely related to both high school
coursework and early university coursework. Whenever I meet a young
person (16-20 years) who is crystal clear on their chosen profession
I am still amazed. I admire their certainty. It is something I never
experienced. Given my own experience I have great difficulty identifying
with young students who come to university and enrol in accounting courses
because they wish to become professional accountants. My fear is that in
later life if they find themselves unsuited for the profession they will
look back upon their university years, and perhaps even some of their high
school years, as wasted. It is possible to study accounting simply as an
interesting subject which challenges the mind and imagination, which
forces an emphasis on methodology, which continues to question its useful-
ness in the world and which provides important insights into the world
around us. It is possible to study other subjects in that way also.

If at the end of such a program the individual wishes to continue into
professional level study well and good. If not (s)he has received a solid
education valuable in its own right.

In this sense I view the accounting education and training as means



and not ends. Carried one step further I view professional qualification
as a means not an end. The end, if there is one, is very personal and

has to do with being all of who you are. If an individual obtains a
professional accounting qualification that is simply a new beginning. A
means, a means to practice publically, alone or in partnership; a means to
become a member of management in either the public or private sector; a
means for commencing an academic career; a means of financial support while
becomine whatever (s)he chooses.

3.0 UNIVERSITY LEVEL

3.1 General Education or Specialist Education

I have already commented (in section 2.2) that I regard a subject
(such as accounting or history or philosophy) as a mechanism for gaining
an education. The subject itself is not the end. 1If it were the end then
once "known" nothing remains to be done. The subject itself expands and
changes. The "continuing to know" depends upon a capacity to detect
- relevant changes, anticipate their impact, critically evaluate alternative
action plans and viewpoints, and integrate all of this into the previously
"known'. The university years should be focused on this '"capacity to
continue to know'". If it does so the prolonged, and I think fruitless,
debate over generalist vs specialist education becomes pointless.

Some people choose to be concerned with a broad range of knowledge.
They will apply their education to this broad spectrum. During their
university years a variety of subjects will assist in developing the per-
ceptions and analytic capacity which will serve those broad interests.

Others choose to be concerned with a narrower range of knowledge.
They will apply their education to a more specific aspect of life. During
their university years a more limited set of subjects will assist in
developing the perceptions and analytic capacity which will serve those
broad interests.

Most important, both approaches have value to the field of accounting.

Some individuals should be concerned with how to account for foreign
exchange gains and losses (a fairly narrow concern). Others should be
concerned with whether exchange rates should be fixed or float freely and
the impact of the alternatives on the economy (a broader concern). I argue
later for a variety of approaches to accounting education in part because
of this variety of personal interests and of societal needs.

My personal hunch on the specialist vs generalist issue is that
undergraduate education will become more specialist. Twenty years ago
the dominant route into the work force was high school; university was
a broadening education for a relatively small percentage of the high school
graduates. Increasingly the route into the work force is now through post
secondary institutions of various sorts, including universities. The
pressure for specialist-type programs will be enormous and the institutions
will succumb. That will leave graduate programs to fill the role once
filled by undergraduate programs.




3.2 Programs and Content

The concept of zero-base budgeting has an interesting parallel in
university programs. I would call it zero-base curriculum. University
curricula, like traditional budgets tend to be built up year by year
through a series of incremental changes. We add a course here, drop a
course there and shuffle some subject matter from one course to the next.
Seldom is there sufficient pressure from anyone to stop and design a new
program as if it were being done for the first time and in the light of our
society and our profession as they are now operating. This is understand-
able since major changes in today's university setting is a discouragingly
long and painful process. Perhaps institutional linkages such as transfer
credit with junior colleges, exemptions from professional association
courses, etc., are now so complex that the idea is not feasible. Yet it
should not be dismissed. ' ' '

We don't even have available to us a comprehengive view of the
accounting programs which exist in Canadian universities. The idea of
accreditation of accounting programs warrants serious consideration.

The main virtue is that some outside group at least takes a look at the
programme and expresses an opinion. I prefer the term academic audit to
accreditation. Perhaps the first step would simply be a collection of
program descriptions and related statistics for the accounting programs
in Canada. This would include simple factual material such as which courses
are required, which are optional, what courses are available, number and
qualification of full time faculty, average class size, etc. Much of the
information could come directly from university catalogues. Subsequent
steps might include developing guidelines for accounting programs and
later still on-site reviews of operations. If this were to be undertaken
the CAAA would undoubtedly play a major role.

Here then is my third challenge: do some of you regard this task as
sufficiently important that you will say, "I will undertake to see to it
that curriculum information! is readily available and that an academic
audit routine is established.

Some comment on the subject matter to be contained in the curriculum
is in order. I confine myself here to the general nature of the subject
matter and specifically to whether accounting should be viewed as a process
of measuring economic phenomena or a discipline that reports events selected
by a political process. Consider the current controversy with respect to
foreign exchange gains and losses. No one argues about whether or not
exchange rates fluctuate; they do. No one argues about whether or not such
fluctuations have an economic impact on firms; they do. The argument is
about whether or not, and when, such changes should effect net income. It
seems to me that this issue is being settled by a largely political process
based on who is most vocal with respect to their self interest. An even
more blatant example is the recent series of events in the U.S. dealing
with oil and gas exploration costs. Both the F.A.S.B. and the S.E.C. were

1 The C.A.A.A. now has a reserach project under way dealing with "An
Inventory of Accounting Courses and Programs in Canadian Universities".




subject to pressure from self-interest groups and at the same time were
engaged in a subtle power play with one another. It is not surprising

that the resulting official standards do not result in a cohesive set of
measures. One further example. The concept of assets, central to all

of accounting is still not well defined. The conceptual framework study

in the U.S. is still grappling with whether assets are "economic resources"
or "economic resources and other items that do not represent economic
resources." ’

3.3 Students

It is easy to complain about poor students, and I hear that complaint
frequently. I think the complaint is misplaced. There are just too many.
The best of our students are as good as they ever were. In my judgement
better. A higher proportion are going on to university so on average they
may be less suited for university programs. Given the large student body
the demand for accounting courses and the shortage of accounting faculty,
there 1s a pressing need for a mechanism to limit enrolment. In most univer-
sities this mechanism does not exist. The critics of enrolment limits have
one particularly powerful argument. Students considered competent enough
to be in the university should be considered competent enough to enrol in
any course for which they have the necessary prerequisites. They deserve
a chance at the course, It is the responsibility of the course instructor
to ensure that standards are maintained and that only those qualified for
further coursework in the field are permitted to do so. Realistically,
this is not taking place nor is it likely to. Grade escalation is a fact
of university life. Student evaluations of courses and of instructors
are a fact of life and a fact that is playing an increasing role in
salary, promotion and tenure decisions. The solution I support is an
entrance examination for admission to the university.

Lest I be considered anti-student, I now argue for more and relevant
information for students with respect to university courses and programs.
Each university should make available comprehensive data with respect to
course and program completion percentages. How else can a student
rationally assess the odds of success in undertaking a course or a program?
In a sense this is the academic equivalent of earnings per share. The
completion percentage may be high because of strict entrance standards,
superior teaching or low completion standards. Regardless of the reason
students should know the odds. Later I will argue for similar disclosure
by public accounting firms with respect to their trainees.

Here is one more challenge: do some of you regard this task as
sufficiently important that you will say, "I will undertake to see to
it that it gets done for the accounting courses in my university."

There are no long-term projections with respect to the demand for
graduates from university programs in accounting. Without such projections
neither universities nor students can make rational plans. A study is now
underway by the Technical Service Council covering trends in graduates from
professional programs. The results are expected in June and should be of
some assistance in planning the capacity of university programs.




3.4 Faculty

» The supply of accounting academics remains critical. Best estimates
-~ are that there are 10 available positions for every available Ph.D. in
accounting. This is not just a Canadian phenomena. It is true in the U.S.
as well. It is not just a short run phenomena. It has held for at least
the last 10 years. '

Some have argued that the Ph.D. is not really essential for teaching
and research in the accounting field and that an M.B.A. plus a professional
qualification is adequate. Whether that is or is not true in any absolute
‘sense is almost beside the point. A Ph.D. is now a standard requirement
at universities and we are not going to change that. Universities may
countenance a departure in a department if Ph.D.'s are not available but
I cannot ever see them regarding it as an acceptable norm. The real solution
is to increase the number of Ph.D.'s in accounting. It continues to baffle
me to see numerous Ph.D. programs throughout Canada in other disciplines
where the need is less and yet have only 3 Ph.D. programs in accounting.

The problem of faculty shortage is partially concealed by the
extensive use of part-time' lecturers. They add an important element of
“"real world" freshness to courses and they are usually committed to their
teaching role. The problem is that they are seldom on campus long enough
to adequately serve needs of students for counselling and for course
assistance. They do not share the committee work and administrative load.
Let me use my own university as an example. The average class size in
accounting is twice as large as the university wide average. About 507%
of our courses are taught by part-time instructors. This means that the
full time accounting faculty teach twice as many students and counsel,
advise, etc. almost four times as many as do their colleagues in other
departments. This in part explains the next problem; faculty turnover.

Faculty turnover in accounting is high. Universities lose faculty
to the profession and to industry and there is turnover to other univer-
gsities. In my university in the last 5 years we have experienced 1007%
turnover (average 207 per year). I have no data from other universities
but I believe we are not alone.

Large classes, heavy administrative and counselling loads are not
conducive to extensive research. Insufficient research slows rank and
salary increases. All of these factors contribute to low morale and high
turnover. All this forms part of a vicious circle which is illustrated in
Figure 1.

With insufficient faculty there is an understandable reluctance to
begin new Ph.D. programs. With few Ph.D. programs, few Ph.D.'s are
produced and the vicious cycle continues.

I have just described the situation as a vicious circle. 1Is it
really vicious or is that merely one point of view? An alternative point
of view can regard the same situation as one filled with opportunities.
That view is represented in Figure 2. The choice of point of view is yours

and is mine.
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3.5 Institutional Setting

Universities are facing a difficult time. Enrolment is no longer
growing as it once was. 1 Budget allocation, often based on enrolment,
is sparse. Unionization on campuses is increasing with the faculty
usually the last to do so. The faculty salary scale is usually uniform
across all departments regardless of conditions in the academic market
place. In this setting, departments that face increasing enrolments? are
in difficulty. They will not be allocated more faculty positions except
as positions become vacant elsewhere, for the total size of the faculty
cannot be allowed to grow any faster than total enrolment. Reallocating
.positions is slow because it depends on vacancies and is painful and acrimonious
since it is a zero sum game. If those growing departments find few qualified
applicants, even those few posts they. are allocated may remain unfilled.
Accounting departments face both difficulties. I see no easy way out of
this bind. We need more capacity to produce Ph.D.'s in Canada. Budget
.constraints and overextended faculty inhibit the solution.

Facts relating specifically to accounting departments in Canadian
universities are not available. Here are some facts relating to business
administration.

All Canadian Universities 75/76 76/77 77/78

Business enrolment as % of total
university enrolment! . 10.6 11.1 12.5

Business operating budget as % of
total university operating budget? N/A : 3-4%2 N/A

Full-time business faculty as 7% of
total full-time faculty3 : 4.1 4.4 N/A

N/A: Not Available

1 yon Zur-Muehlen 1978b, p. 18
" " 1" .].978b, p. 24
5 moom " 1978a, p. 42

1 believe the disparity is even greater if the accounting area is
considered separately from commerce and business. The only data I have
relates to my own university. '

1 Canada-wide preliminary 78-79 enrolment is down 1.4% from 77-78
(University Affairs, February 1979).

2 Enrolment in business administration was up 7% in 76-77 and 9%
in 77-78, 78-79 not yet available (Von Zur-Muehlen, 1978b, p.

7.
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Simon Fraser University o Total University Accounting
Average class size . 34.5 72.9
Portion of undefgraduate student credit .

hours 100% 3.8%
Portion of full-time faculty ' 100% .97
Enrolment growth : ‘ 3% 30%

Proportion of classes taught by full-
time instructors Not Available 457

(Data covers 6 semesters 74-3 to 78-2.)

In my view a professional school or a separate accounting faculty
at the University has both administrative and academic advantages. Let me
emphasize that I am not advocating this for all universities. Indeed it is
for the very reason that our existing programs and administrative structures
are so similar that I advocate an alternative. Academically there would be
fewer institutional constraints and more frequent modification of the
curriculum would be possible. I do not see over specialization as a problem.
The coursework requirements specified by the various professional associations
are in many cases more broad than are the degree requirements in a typical
commerce faculty. Administratively the universities would be forced to face
up more directly to the resource allocation issue. New administrative
arrangements may be the only route to more adequate financing of accounting
programs. :

In the long run the most encouraging institutional feature is this
new Canadian Academic Accounting Association. As I looked through the
long list of associations as part of the Learned Societies meeting here
in Saskatoon, I was once again struck by how incongruous it was to not
have had such an association a long time ago. I have high expectations of
this association and I know it will take a considerable length of time for
it to be firmly operational. I view one important step to be the establish-
ment of a permanent headquarters for the Association with a small and
perhaps part-time staff to manage the day to day activities.

3.6 Research

The main constraint that I see with respect to research in the
accounting field is the capacity and will. Part of this is related to
the vicious circle of insufficient faculty, large classes, etc. Part is
related to insufficient publication outlets particularly for research
dealings with strictly Canadian problems or data.

The concern I would like to discuss in more detail is the lack of
input from the academic community to the Accounting Research Committee.
" The A.R.C..1is creating generally accepted accounting principles and will
do so whether or not there is academic input. There is little incentive
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for academics to make the time to prepare thoughtful comments on exposure
drafts. Here is my proposal. Either the A.R.C, itself or the CAAA
undertake to publish a low cost "journal of comments on A.R.C. exposure
drafts". At least initially this would be a non-refereed journal. The
objectives would be to

a) encourage thoughtful comment.

b) expose the comments to the academic community. This
should ensure a reasonable level of quality.

¢) influence the A.R.C.

d) provide a resource base for teaching and research.
4.0 PROFESSIONAL LEVEL

4.1 Professional Associations

I view the moves toward unification (merger) of the various societies,
orders, associations and institutes as detrimental to education in the
field of accounting. I would similarly view any proposal that there should
be only one university in Canada authorized to grant a degree in accounting.

The professional associations and the universities need more
structured linkages such as advisory boards. Ideally each university
with a program in accounting would have an advisory board containing
practicing professionals and other community representatives. Similarly
each education committee of the professional associations would have some
members from the academic community. Certainly in this aspect the profes-
sional associations have done more reaching out than the universities.

Professional associations have been loath to become involved in any
activity that borders on political. Technical comments on proposed tax
legislation is about the limit of their involvement.

So here is a challenge directed at the professional associationms.
Are any of them willing to even write to their Provincial Minister of
Education urging more support for Ph.D. level study in Canada? Would they
write to the Canada Council with respect to the need for more fellowships
in the area? If any such letters do get written, I am sure the CAAA
would be willing to reproduce them in their newsletter.

4.2 Professional Firms

Professional or other firms which offer experience toward professional
qualification have an obligation to give their trainees relevant data with
respect to completion odds. Such data would include pass rates on profes-
sional examinations and drop our rates. This is nothing more than an earnings
per share type calculation for the selection and training process. Yes, there
will be difficulties in defining terms and specifying the measurement rules.
The difficulties are less than those surrounding earnings per share. It can
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be done if we want it done.

Here I have two challenges. First to the firms: prepare and disclose
such data immediately. Don't wait for the institutes and associations to
‘mandate it. Disclose the definitions and measurement rules used. Second,

a challenge to the professional assocfations: prepare formal definitions
and measurement rules, mandate their calculation by approved training firms
and publish the comparative data.

The training costs incurred by professional firms are indeed high
and I appreciate their concern with costs. One danger is a belief that
more can and should be done by universities. Some visualize as ideal a
situation in which the universities do all of the education - a turnkey
concept. I would prefer a means of minimizing such costs by more
cooperation among firms. One mechanism is a marketplace for in-house
course material. Other modes of integrating education and experience
such as through co-op (work-study) programs could also reduce training
costs,

4.3 Professional Examinations

Considering the high failure rate on professional level exams, I continue
to marvel at the optimism of students. One part of me argues for a very free
market where, with full knowledge of the odds, individuals are given the
maximum range of alternative routes to reach the examination. Another part
of me argues for much earlier screening out so that as each stage is
successfully completed the odds of completion improve. Perhaps the first
step 1s simply better information in a more understandable format.

4.4 Rule Making and Stdndard Setting

I have already proposed a journal for the free expression of responses
to A.R.C. exposure drafts. In this connection the role of academics as
critics must be accepted. If the criticisms are constructive that is an
added bonus. Devastating and seemingly distructive criticism is a valid
contribution and should not be lightly dismissed whether it be from academics
or practitioners. For example, more of such criticism of the recent recom-
mendations with respect to foreign exchange gains and losses would perhaps
have mitigated the difficulties already detected and, I suspect, the many
more still to be revealed. '

I do not see the CAAA directly taking positions or making
comments on A.R.C. exposure drafts. To add a committee response to a
committee proposal is to add compromise to compromise. In my view a
readily accessible and open public forum for individual responses is
far preferable.

4.5 Professional Development

The profession itself is moving toward compulsory professional
development. In this the academic community lags behind the professional
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community. We do not even talk of monitoring our academic updating
activities. To consider making such activities compulsory is an anathema.
It might even be considered a violation of academic freedom. After all we
are academic professionals and as such we automatically keep sufficiently
abreast of new developments as a part of our professional duty. That
argument also applies to practicing professionals. In fairness, many
universities require comprehensive reports on teaching, research, publica-
tions and other related activities.  These reports form part of the basis
for salary and promotion decisions. This too could be considered as part
of the vicious circle of large class sizes, heavy administrative load and
insufficient time for personal growth and development.

As to the universities' role in professional continuing education,
I see this as an unexplored region. With more than enough to cope with,
accounting departments are loath to propose new courses and programs. My
view is that particularly while faculty is in short supply, the emphasis
should be on credit courses. Thus, professionals without a first degree
‘may wish to take degree courses to meet their professional development
targets and possibly work toward a degree. Those with a first degree may
similarly enrol in graduate level courses. This holds some real potential
for gradually expanding the graduate level course offerings in accounting.
I view the narrow and more specialized aspects of professional development
as more suited to sponsorship by the professional bodies. This leaves the
universities to concentrate on degree-related courses.

5.0 THE FUTURE

Let me summarize by briefly restating the challenges I have issued.
They are what I want for accounting education in Canada.

1. Facts. For a profession devoted to factual data for
decision making, we have a dismal record of self-reporting.
We need facts regarding the educational process at both the
university and the professional level.

2. High school accounting courses that fully reflect the
challenges and the opportunities of the field.

3., University budget allocations to the accounting departments
consistent with the student credit hour load.

4, Some professional schools of accounting at the university
level.

5. A strong and well-organized Canadian Academic Accounting
Association.

6. Increased capacity for producing Ph.D.'s in accounting here
in Canada. :

7. More open and vigorous discussion of A.R.C. exposure drafts.
One means would be a publication devoted to opinions and
viewpoints on the exposure drafts.
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ACCOUNTING EDUCATION IN CANADA: AN EVALUATION

Comments by K. S. Gunning

1 appreciate the opportunity to be here to offer my comments for the
consideration of this distinguished and important group on Dan's interesting
and thought-provoking paper. I am particularly pleased to be here as a
practitioner, because as Dan observed, and as every other writer on the
topic or every other speaker at a gathering such as this has observed, it
is vital that closer linkages and better understanding between the
practising profession and accounting and auditing educators be established
and maintained. Hopefully, this session will forge another link in those
connections.

Having listened, if you did, to my introduction, you will already have
reached some conclusions about my interests and biases. It would be stupid
to deny their existence, but neither do I offer any apologies for them. You
should be aware, though, that my B.A. at the University of British Columbia
was a pre-planned general education with a pre-planned end objective of
becoming a professional Accountant. Accordingly, I took every accounting
option available for Arts credit, and an extra course in second year so
that if I did so choose at the end of that year, I would switch into the
Faculty of Commerce. I did not make that choice, and I have no regrets.

My subsequent involvements with research responsibilities in both a major
accounting firm and in the CICA have really only acquainted me on a very
superficial basis with pure accounting or auditing research, since most
of those responsibilities were directed towards practical and usually
pressing problems,

My present responsibilities in a major public accounting firm obviously
very much influence my views and shape my concerns, and I am sure you will
recognize these things in some or all the comments I have for you now.

But we all have our biases, and John was certainly aware of mine when
he asked me to take on this chore - isn't that right John? I can only
assume that you have anticipated that mine will complement or offset
someone else's.
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Anyway, the past is prologue. Time to get down to business.

Perhaps before I comment on Dan's paper I should remind us all of
the long term goals of the CAAA, as set out in its Statement of Objectives,
and I quote: ‘ ' :

"The long-term goals of the CAAA are:

1. To improve the quality of accounting and auditing education
in Canada and to assist in making it available in a
desirable quantity.

2. To further the quantity .and quality of accounting and
auditing research, with emphasis where possible on Canadian
issues."

These commendable objectives are important to us all, and are pertinent to
my comments on Dan's paper.

Dan, I-find myself in agreement with the major.part of your analysis
.and recommendations. I am personally not prepared, at least at the present
time, to respond to any of the stirring challenges which you so openly
throw out, but I do hope you may find some in the room here who will answer
the call. ' ‘

I should perhaps start by listing a number of the points which I do
find wholly supportable. '

1. I was more than pleased to see your recommendation that both
specialist and generalist career paths must be available to
the profession. Bias Number One, obviously. I will have
something strong to add later, though, about access of the
generalist candidate to the specialist courses.

2. You have given us an excellent picture and have given me a much
better appreciation of university level problems, particularly
those faced in the business schools and more particularly in
their accounting departments. Funding problems, class sizes,
faculty turnover, tenure and advancement, and serious morale
problems all have taken their toll on the quality of accounting
education at university, and your analysis confirms the grading
recorded in Al Rosen's report card in last June's CA Magazine.
The profession and the universities must take this problem
seriously, and while it can probably never be rectified short
of some basic restructuring, it could be somewhat alleviated
with greater assistance from the profession and some concerted
action by groups such as this.

3. I agree with you that there is a need for a better understanding
at the high school level of what accounting and an accounting
career is all about. I will have something to add later about
course content at this level where I don't quite agree your
emphasis.
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4. You have taken a brave and commendable stand on the entrance
examination for admission to the university. I don't want
to sound like too much of an elitist, because I certainly
believe that anyone who demonstrates the ability should have
the opportunity to attend the university. It is just those
who have the opportunity but not the ability that I take
exception to. Our society just will not be able to afford
the luxury of entertaining this group for four or five years
largely on the public purse when their numbers seriously
impede the quality of education for those who can really
benefit from it. Fortunately, current university enrollment
statistics reflect to a degree changing norms of social '
acceptability, and as you noted we now also have a much
better range of community colleges and trade schools to
usefully train and educate those who would not likely benefit
to the same extent at the university. Incidentally, Dan, I
take somewhat the same position with respect to entry into
the profession, and I will have a few comments on that later.

S. As I noted at the outset of this talk, I am in full agreement
with the aim of establishing structured professional and
academic linkages in as many ways as possible. Accounting
education has suffered significantly through this lack of
liaison, and I would refer you (for addition to your reference
list) and our audience (for their information) to the excellent
article appearing in the CPA Journal of March 1979 by David

. Ricchiute and David Campbell, entitled "A need to bring
educators and practitioners together". The authors identify
the proposition that, and I quote:

"The greater the rate of change in the education
and practice environments, and the greater the
uncertainty of information about conditions in
either environment, and the greater the timespan
of feedback from the practice to the education
environment, then the greater the incongruence
between accounting educators and practitioners."

They go on to make the case that the factors mentioned are
such as to have caused serious congruity.

6. There is no doubt from your analysis that, given the
continuance of the present accounting educational system,
we will continue to suffer seriously at the universities
from a lack of PhD level educators. Further, we will
suffer from this shortage even if other educational

- models which I will mention later are adopted.

Having been so agreeable up to this point. Dan, I am sure you won't
mind me mentioning a few specific points of disagreement with some of the
conclusions you have reached. :

1. First, I don't really believe it a high priority item to
attempt to restructure bookkeeping courses at high school.
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These programmes, generally speaking, are not university
entrance routings, but are rather introductory courses for
those who will seek employment after high school as book=-
keepers. They may have relevance when considered in
conjunction with the question of "para professionals"
which I will touch on later. However, I don't think

that high school is the place to design a course for the
purpose of teaching a person what a profession is really
like, or for convincing him that it would be an interesting
vocation to pursue. Other means, such as junior achieve-
ment programmes, career days, and a new seminar programme
for presentation at high schools developed by the Canadian
Chamber of Commerce which describes the operation of
business and the free enterprise system generally, seem

to me to be much more appropriate ways of achieving those
aims.

While I applauded your position on specialist vs. generalist
training, I was a bit disappointed in your hunch that
university level education would become more and more
specialist oriented. I tend to hope that that won't happen,
and that specialist training in education will be received
mainly on a post-university basis. But I guess my biases
may be showing again here.

I do not applaud your view that responses to Exposure Drafts of
the CICA should be published. In fact, I wish to give it the
old-fashioned raspberry. (Raspberry). I think it would have
a bad, not a good effect on the quality of responses, because
many respondents would be far less candid on controversial
issues. I don't see how it could influence the ARC, since
the Research Committee carefully considers all responses
already. I am sure it would be useful to the academic
community as a means of increasing understanding within

the accounting profession and to provide a resource base for
teaching and research. However, the process of developing
and finalizing research pronouncements is so important that
any impediment to that process just should not be allowed to
exist. More of my personal biases showing.

Final points of specific disagreement. Publication of Uniform
Final Examination passing rate percentages by firm and by
office. (Raspberry). I know this is a favourite tum tum of
yours, because I read your letter to the Editor of the CA
Magazine last year, so I am sorry to give it this treatment.
But I just don't believe it would be either useful to the
students or fair to the firms concerned.

We of course keep such averages for our firm, and receive

them from most of the other big firms, and tabulate and

compare them. We make no secret of them. We publish them

in our firm newspaper, and we generally use them as a "selling"
argument to prospective students. Insofar as they reflect the
training our students receive, and the assistance we provide
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them in exam preparation, they have validity when applied to

a large enough sample, such as would be obtained in a large
firm where there are 50 or 100 finalists or more. However,
there are other factors hopelessly intermixed and significantly
affecting examination results. The one overwhelming influence,
of course, being the intelligence and industry of the students
hired. The correlation between high marks at university and
success in the final CA examinations would be high, and this
factor surely grossly outweighs any influence of the fimm
concerned.

When numbers are reduced to 2 or 3 or 4, or even 10 on an
office basis, passing percentages, except on a long term
trend basis, are meaningless.

Finally, is it fair to those firms who have been unable to
attract students out of the top quartile to put a further
impediment in their path by discouraging students from going
to them?

Tabulate passing percentages on a uniform basis, by all means;
report them to the Institute, by all means; let the Institute
make enquiries or take action as it deems appropriate where
passing percentages are not adequate, by all means; but publish
them? Not by the hair on my chinny chin chin.

Well, Dan, those are the specific disagreements I find with your
conclusions, and I promise there are no more raspberries in my remarks.
But I do want to comment on what I believe to be some substantive areas
where you have either declined to take a position on important issues
considered, or where you have failed to address such issues at all.

First of all, a few issues where you seem to have come down with
one foot on each side of the fence - not necessarily the best positlon
to be in if the fence 1is of any significant height. :

1.

Earlier screening in the CA programme, to minimize waste of

resources by the profession and of time by its unsuccessful

candidates. You have confessed to some schizophrenia on this

one, where everyone else who has considered the question has
opted for some form of earlier screening. Consistent with
my views on university education, I think we definitely need
some.

Continuing education in the profession. You noted the trend

towards compulsory professional development, and you particu-
larly slapped the wrists of the academic community in this
regard. But you didn't issue one of your stirring challenges,
and I wonder why. Both the Adams Report and the Rosen article
last year emphasized the importance of consideration of the
issue of mandatory continuing education. The Institutes are
cautiously moving in that direction, and it deserves the
support of our profession.
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3. Professional schools. Dan, I believe that you only mentioned
this term within your paper once, though you take the
position in your summary that some professional schools
within the universities should exist. I think the issue
of professional schools is a very fundamental and important
one requiring real consideration, and I am sorry that my own
time schedule doesn't permit me to stay and hear the
‘discussion on it tomorrow afternoon.

I will have a few more remarks on this topic in a couple of
minutes, as I now turn to review some fundamental issues which I feel
should warrant an important part in the consideration of accounting
education in Canada, but do not appear to be sufficiently evaluated in
your paper.

1. Demand and supply factors for accounting professionals

When I opened your paper, Dan, to the remark that there was a serious
dearth of hard data, I said "right on'. But I soon saw that the data you
referred to didn't include some very important data that I had in mind.

You make no mention here of the market needs for professional accountants -
present and future - and the present and potential supply of accounting
graduates available to meet those needs. While the latter is touched on
briefly at the end of Sec. 3.4, I frankly feel that there is a serious

need for such a data base to be developed by our profession and I doubt
whether the Technical Services Council, and I confess to my ignorance as

to what that is, is going to supply that need.

There are some very fundamental current and long-range problems to
be assessed here, including the following:

(a) Rapid changes in technology and in demands upon the
accounting profession. '

(b) Present and future patterns of university enrollments.

(c) The capacity of business schools to supply students for
the profession.

(d) The potential need for a class of "para professionals’.

All these issues must be carefully considered in assessing the long range
plans for accounting education in Canada. It is vital to consider the
needs of the market, and what in fact the "market" consists of. The
Rosen article pointed up this fact, and the Ontario Institute Report on
Educational Planning did a half a job - on the supply side only. I have
some serious reservations about the capacity of the business schools to
supply adequate numbers of trainees in the future, but that's only a
guess, because of the lack of data. And that guess also brings me to

my next point.
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2. Part-time access to specialist accounting education

The Ontario Report noted in your bibliography raises as one of the
most serious problems needing detailed study, the ensuring of availability
of appropriate degree credit courses to CA students on a part-time basis.
It makes seven separate recommendations to help alleviate this problem,
one of which is the creation of separate professional accounting schools.
The report does not accept confining entry to the CA ranks to business
undergraduate students only, and my bias, of course, leaves me in full
agreement. I also believe that under present university structures
there is insufficient availability of accounting courses for undergraduate
credits in other facilities. :

Some way must be found to ensure that capable entrants to the
profession from other than business schools have access to academic
courses presently locked within the business school curriculum. If it
cannot be solved within the present framework of university curriculum
and financing, then some other way must be found.

Surely this 1is a matter of legitimate concern to the CAAA, falling
as it does squarely within its first stated objective which I quoted earlier.
How about a challenge on this issue, Dan?

3. Professional education at the post graduate/pre qualification level

Dan, I feel that this is a very important educational level in the
profession, which has many problems, and is one which has not been
adequately addressed in your paper. This is the level where all the
following disconcerting things are happening at the same time:

- graduates learn how little their university education has
prepared them for the "real world"

- professional accounting organizations, meeting their
obligation to test in core subject areas, learn of the
deficiencies and knowledge gaps in their students, and
are forced back into the education business to remedy them

- professional firms and entrepreneurs similarly provide training
courses and instruction to fill those knowledge gaps, in the
aggregate a costly and inefficient process

- graduates with subject deficiencies attempt to find part-
time registration in undergraduate credit courses

- registered students are subjected to the severe pressures
of demanding employment workloads, combined with employment
training programmes and constant study for mock exams,
provincial exams, or uniform final exams.

Many of these problems were graphically raised in the Ontario Institute
Study, and while I recognize that problems at the university level are
serious and important, surely the pressing problems after university
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graduation and before qualification as a professional accountant warrant
much more consideration than you were able .to give them in your paper.

It is at this post graduate level that I would advocate serious and
immediate consideration be given to separate accounting schools. The
Adams Report and the Rosen article outlined some specific suggestions for
consideration. I think such schools would help a great deal in solving
many of the problems I just listed. I was also very much impressed with
the article by Herbert Miller entitled "The Separate Schools Issue"
included in your reference list which makes a very strong case for
professional accounting schools. Of course, the matter needs a great
deal of study. I hope that the paper on this topic tomorrow will cover
the views in all those items.

4. Generally speaking, I believe that there was sufficient attention paid
to the practical experience component which must be included in accounting
education. Again, the Ontario Study, the Adams Report and many other

articles have focused on the importance of inter-relating concepts, theories,
and technically oriented training with the experience of practical application
in the user market. I have serious doubts that the present overall design of
our accounting education system effectively relates either theory to '
practicality or practicality to theory. If we are to improve our report

card on accounting education in Canada, we have got a lot of homework to do
here.

Incidentally, Dan, if I may be excused, I do think Section I of the
Adams Report, which deals with educational matters, deserves a spot on
your reference list. Even though it is only two pages long, it is a
distillation of considerable study, and does make some significant
recommendations, particularly in the two areas I have just mentioned.

5. My final point, Dan, should perhaps be addressed to the Association
as well as to you. What is happening in auditing education in Canada? We
are sitting here at a conference of the "C triple A". Should it really
be the "C quadruple A", in order to serve a reminder of our Association's
objectives, to which I would again make reference?

1 was very pleased indeed to see from the President's notes last year
that the CAAA had established as one specific objective of the 1978/79 year
an empirical study on "...some aspects of the state of accounting/auditing
education in Canada". . However, I was disappointed to see from his last
letter that this is described as "a study of accounting courses". I can
only hope that the word "accounting" is being used more broadly to include
auditing, and thatwe will hear something about auditing, if not in Dan's
paper at- least in that presentation and that study, and maybe even in the
odd spot elsewhere on this conference agenda.

I direct your attention to the topic of auditing because my biases
lead me to believe that if accounting education in Canada is perceived to
have earned a grim report card, surely auditing education in Canada has
flunked its year completely. I don't believe that any assessment of
accounting education should ignore the very closely inter-related matter
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of auditing education. Independent auditing is an essential element in
our economic system, and there is a tremendous need for upgrading and
uniformity in both educational and performance standards. So my last
challenge, Dan, is this: Do some of you regard this task as sufficiently
important that you will say "I will undertake to see to it that it gets
done?" I hope so.

Mr. Chairman, I have overstayed my welcome on the podium, and it is
obvious from my remarks that no paper spanning twenty or twenty-five
minutes can do justice to the important topics we have been trying to
cover. I hope that Dan's interesting study, together with the contribution
of the remarks of your three commentators, will lead to some fruitful
questioning and discussion, and more importantly, to early consideration
of and action upon the important issues in education which pose such a
significant challenge to our profession.

Thank you, Mr. Chairman.
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ACCOUNTING EDUCATION IN CANADA: AN EVALUATION

- Comments by G. Stark

INTRODUCTION

I was pleased to accept the opportunity of participating in your
review of the status and problems of accounting education in Canada.
I have a number of reasons to be extensively concerned about this
question: |

First and foremost of course is my status as an accountant
engaged in public practice for some 37 years.

Secondly was my involvement as a member of the Council and later
as President of the Institute of Chartered Accountants of
Saskatchewan.

Next has been my involvement as a Board member and Chairman of
one of the pilot Colleges in the relatively new Saskatchewan
Community Colleges system.

~ And finally came my involvement in University affairs as a member
of the Saskatchewan Universitites Commission.

The first two of these involvements has given me some insight into
the needs of the accounting profession for academic and practical training
while the latter two have apprised me of the many problems in providing
those educational opportunities.

As a practicing accountant over a relatively long period I have had
the opportunity of observing the transition of the training system from
one that was predominantly based on High School graduation leading to pure
'on the job' apprenticeship; through apprenticeship backed by University
operated extension courses; to the present procedure, by my association,
of requiring university graduation as prerequisite to on the job training
with a uniform examination for final qualification.
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I have noted, with concern ranging from satisfaction through to
sheer dismay, the effect these developments have had on the practice of
the accounting profession at the level of the relatively small independent
office. In the earliest days, knowledge and skill was passed to a
relatively small number of students through a close 'one to one'
relationship between the principal and his apprentice. Later, with the
assistance of the extension division of Queen's University, a substantial
portion of the academic training was off-loaded from the principal. This
factor, along with the increasing demand for professional accounting
services, resulted in a distinct upsurge in the number of students
participating in the program. However, when the phenomenon of the 1960's
arrived, wherein the participation rate in university programs leaped
dramatically, the supply of appropraite people for the old accounting
program almost dried up. Finally, with the advent of the so called '1970
concept' we, in the small semi-rural practice, saw a virtual end to the
supply of the type of trainee who saw professional qualification as his
ultimate goal.

Seen only from the point of view of the small 1ndependent practice
this was nothing short of a disaster. Fortunately for me my involvement
with my Institute did broaden my perspective. I soon realized that with
the newly increased participation rate in University programs and the
rapid development of technology in nearly every field, it was encumbent
on us, as professionals, to ensure that our members could cope effectively
with these new conditions particularly in regard to the personal relation-
ships with clients of greatly enhanced capabilities.

In subsequent experience with the Saskatchewan Community College
concept I become very much aware of the potential for versatility in
providing educational opportunities by conscious avoidance of excessive
structure in the techniques of an educational institution. Many of the
problems of meeting the exigencies of changing conditions in the world
that these institutions are serving, could be avoided if their objectives
were spelled out in terms of meeting educational needs and less oriented to
providing an institution to house, nurture and protect a faculty.

Finally, the enormously complex institution that is the present day
University system has been brought to the forefront of my attention by my
work on the Universitites Commission. I have become increasingly aware of
the crippling lead time needed for every change proposed and the staggering
pressures to maintain the status quo.

My comments on Professor McDQnald's talk will therefore be biassed by
the distinct point of view of a representative of the small independent
dispenser of accounting services augmented, I hope, by some slight insight
into the broader objectives of accounting education. If the comments tend
to be somewhat colloquial I will not apologize because I feel certain that
those who have arranged for the seminar have seen to it that other points
of view are well represented.

The Major Problem

Professor McDonald has pointed out in several ways in his discussion
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the need of recognizing the significance of the difference between studying
a subject as an educational objective versus studying the same subject as
part of occupational training.

It seems to me that when the educational system was developed in
Canada, the British model had a great deal of influence. Basic education
has been reasonably well developed through our primary and secondary
levels. Our University level system has a fine reputation for carrying on
the general educational objectives at a high intellectual plane. I have
the feeling however that we have not been so vigorous in developing the
equivalent of the British trade schools. As a consequence high schools
have been required to bend their objectives of general education to try to
accommodate one end of the spectrum of vocational training while the
Universities have tended to do the same by partially fulfilling a role
as a 'factory' outputting 'vocationally ready' graduates.

It is my opinion that both have suffered somewhat in the process. We
continually hear complaints about secondary schools failing to produce
students sufficiently imbued with educational basics to cope with the
demands of high quality post-secondary general education. We similarly
hear of the problems of providing education and research of suitably
high level at the university because of the high volume of students
working in a job oriented stream. Each of the educational levels has
been forced into operating as a split personality with neither personallty
having sufficient importance to dominate.

It would seem that a College system with a totally job oriented
program, given equal importance and resources as the High Schools and
Universities, would permit the basic education institutions to return to
their single purpose roles and thereby upgrade their capabilities and
results significantly.

Is reversion to such a trend possible? At first thought it would
seem highly unlikely because the present mode has developed over a
relatively long period of time and may be deeply entrenched. However,
we are hearing more and more from the Ontario scene about University
grads attending Colleges to augment their general education with vocation
oriented courses and College graduates of higher quality broadening their
perspective and capabilities by proceeding to University. It may be that
a slow trend is emerging which could ultimately provide the more logical
design of the system by more clearly defining and refining the objectives
of each type of institution. It does seem however if that trend is logical
and a better system, then it should be so recognized and positive steps be
taken to implement it.

Let us try to relate these contentions to the accounting profession.
I do not hesitate to suggest that despite the rapid growth and influence of
national accounting firms the major proportion of accounting based services
are still provided by the smaller independent firms at the professional
level and by totally unaffiliated individuals at the commercial, industrial
and institutional level. To provide graduates in the quantity needed to
meet that demand is something the Universities were not and should not be
designed to do.
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The implementation of schools of accounting may be a solution but
in my opinion continues to demand that the University operate with a split
personality. I suggest that something in the form of the Colleges should
provide high quality courses that teach the prevailing methodology of the
profession subject to continual influence of the findings of the University
in its search along the frontiers of knowledge. This would leave the
University to teach and practice the finer art of study of trends and
"appropriateness of accounting techniques and to the development of new
methodology.

I suppose that I have to admit that I have satisfied myself that a
decentralized College system with a sole objective of producing vocationally
oriented graduates, according to the needs of the market, can be more
versatile and, from a professional accountant's point of view, produce
graduates more amenable to the requirements of that very large market
represented by relatively small independent firms and more particularly,
small industry and commerce. '

Having expressed the main thrust of my concern as a representative
of a particular aspect of the accounting profession I would like to take
a moment to comment on one or two specific items mentioned in Professor
McDonald's discussion. '

The professor has expressed a justifiable concern about the lack of
statistical data concerning various aspects of the accounting profession.
I agree immediately that a complete data base is an important element in
making sound decisions. I would warn however that there should be an
equally positive commitment to use that data base for constructive
decisions. Too often great effort is expended to gather a wide variety
of data which 1s looked at, analysed and possibly found to be interesting
and revealing but may never result in any positive action because there
is no dedicated desire for meaningful change.

More often than not the data produced can and will be used as a
basis for proof of invalid points. Regardless of the quality of rules
established for the production of data if the public reporting of results
is not confined to independent unbiased analysts it can become the basis
of inaccurate or misleading information. For instance during my tenure as
a member of the council of the Saskatchewan Institute of C.A.'s we were
confronted by concerns about the relatively low level of success on
examination results. However the assessment was based on comparisons with
results in other jurisdictions. Close examination showed that some juris-
dictions had fairly restrictive prerequisites to qualify even to attempt
the final. TInevitably the pass/fail results under such conditions presented
a more favorable picture than for a province who gave unrestricted access to
the exam for everyone who completed the course material.

I have no argument with the concept of imposing restrictive
prerequisites on the right to take the exam. In fact it may be a fair
way of ensuring that inappropriate candidates do not waste time getting
to the point of certain failure. I do however object to unqualified
comparisons of end results when different prerequisites have prevailed
in the jurisdictions being compared.
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That same condition could apply if some accounting firm had a
prerequisite that all their students must have attained a certain minimal
mark in University to qualify as a student of that firm. As a consequence
the firm could have very good results from participation in the exams.
This may very well be a good policy but if the results give the impression
that the firm has a good training policy it could further perpetuate
their ranking by encouraging a greater number of applicants and hence
a better range of choices while another firm with a more generous policy
and possibly a better training program would suffer by the invalid compar-
ison. ‘

Privately acquired data used for private decision making is good
business. Published statistics gathered on a public basis more often than
not suffer improper usage.

In what was almost an aside, Professor McDonald commented on the low
profile attitude of accountants' professional organizations. It was
virtually suggested that failure to have a wide open advertising policy
is the reason why accountants are never displayed as romantic heroes in
fiction., It is then presumed that this lack of romanticism is an explana-
tion for failure to attract enough students of suitable quality to the
profession. I suggest the facts belie those-contentions.

Both the medical and legal professions have advertising policies that
are similar to ours and yet the public perception of their work is entirely
different because of the exposure to books and plays depicting exciting
tests of wits and oratorical skill in court cases involving the very
freedom of some pathetic character or the life and death scene in a
medical operating room.

I suggest that anyone attracted to a profession because of such
conceptions is not really very useful to the profession. The best student
is the one who ultimately realizes that the satisfaction of providing a
difficult and complex service to a grateful client is the most valued
compensation of any true professional.

The fact that our Colleges of Commerce are virtually turning away
students because of inability to handle the volume suggests that the
advertising policy has no real part in attracting people, that is, with
the possible exception of the volume of ads indicating the job market
available.

If the current wave of consumerism demands that we eliminate the
advertising restrictions I wouldn't recommend any great resistance on our
part, but the suggestion that open advertising is to the consumer benefit
is a contention that I personally deny. I say without reservation that
advertising is inevitably designed to mislead. Truly informative adver-
tising simply does not exist.

Consider the content of an advertisement that might truly be of
assistance to a consumer - It may say:

I am a public accountant.
I acquired a B,Comm. from University X.
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trained for my certificaté with Accountant Y.

offer services in auditing, accounting and income tax.

have been in practice for six months.

charge $20 to $30 per hour depending on work type.

take about twice as much time to do a job as you would expect.

HHHHMH

Of course this is somewhat of an exaggeration but does demonstrate
what would be useful to the consumer. I am prepared to guarantee that
in real life the advertiser would simply drop the very revealing
information about relative inexperience and time taken to do a job and
merely leave the basic information and the real come on - the relatively
low charging rate. ‘

Another accountant might simultaneously advertise and would draw
attention to his long term of experience but would not mention his $50 -
$75 per hour rate. Both ads, being incompete, are misleading or at best
designed to tell only favorable things. ¢

Let me suggest that if it is important to obtain a high profile and
public attention then it can best be achieved by teaching new accounting
and auditing standards that might point out to shareholders and others
that the executives of a company are living high off the hog at company
expense or that poor decisions in particular areas have been made with
operating results adversely affected. You know we really don't do that.
We merely certify that a business is where it is and have very little
to say about the effectiveness of procedures that got it there.

If every accountant's statement and very audit report revealed
the value returned for expenditures made, as is being attempted by our
Auditor General, we would soon have a high profile if indeed that is
what we need.

Mo, gentlemen, the past advertising policy has not been detrimental
to the public or the profession, nor will the still somewhat restricted
new policy which is being developed by the various institutes. But I
suggest that a totally unrestricted policy would be a disservice to both
the profession and its clients.

I must admit that some of the comments have been made with tongue in
cheek but nevertheless were designed to suggest that your deliberations
should be tempered by the concerns of a variety of points of view and they
all must be considered carefully before establishing any new directions
for accounting education in Canada.

May I take this opportunity of congratulating Professor McDonald
on the significant and pointed challenges that he has placed before your
Association. Best wishes for your deliberations at this conference and
thank you again for the pleasure of being with you.
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ACCOUNTING EDUCATION IN CANADA: AN EVALUATION

Comments by Jim Spinney

INTRODUCTION

I appreciate the opportunity to comment on Professor McDonald's
address on "Accounting Education in Canada: An Evaluation". Preparing
my comments has been a challenge as a number of the issues raised today
have been previously discussed and debated in the literature by very
capable academics and practitioners, some of whom are sitting among
you. I have no desire to stand here and repeat the issues as they
have been raised in the literature, or to offer my personal opinions
upon those issues. Rather, as a recent undergraduate student and as
a relatively new member of the accounting profession, I would like to
relate to you some of my personal experiences and observations particularly
in the areas of the lack of an awareness of the profession, the process of
accounting education, and the need for a commitment to accounting education.

In listening to my comments, I would like you to keep two things
in mind. First, I will be commenting on accounting education in Canada
from a very broad perspective. We must understand the problems we face
before we concern ourselves with specific issues or the implementation
of change. Second, you must appreciate my comments come from a narrow
frame of reference. I am a product of Saskatchewan. My formal education
and my practical experience (chartered accountancy profession) have all
been received in Saskatchewan. While I am familiar with accounting
education in other provinces, my direct exposure has been to the
environment in Saskatchewan

LACK OF AWARENESS

Professor McDonald indicated a general lack of awareness of the
accounting profession in Canada. I tend to agree with that
statement and, based on personal experience, I believe the statement to
be particularly true if we limit 'lack of awareness' to the student
population. Actually, we can separate lack of awareness of the accounting
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profession into two parts - lack of awareness of accounting and lack of
awareness of the profession.

Accounting

I was a product of a secondary education system which, apart from
required class offerings, emphasized the sciences - physics, chemistry
and biology. Students with no academic inclinations were encouraged to
take classes such as bookkeeping. When I graduated from high school in
1968, my view of accounting was synonymous with bookkeeping and I viewed
an acgountant as a bookkeeper. I have observed that the majority of
students in similar positions today hold the same view.

From 1968 to 1972, I spent four years at university enrolled in
various courses which were basically an extension of my previous education.
By 1972, I had a problem. I was 21 years old with no chosen career path
and no identifiable path on my horizon. My educational experiences to
that time, although of value to me now, had not prepared me for a career
with which I could feel comfortable. For a number of reasons, I decided
to continue my university education. Given the alternatives available to
me, I made a decision which I considered to be a last resort. I registered
in a business college. My reasons for selecting a business college are
important particularly in light of my previous educational background. I
registered in a business college because the majority of my friends were
in that college.

I spent the years from 1972 to 1975 learning about, what I would term,
the real world of accounting. As I look back now on my secondary and
university education, I consider myself fortunate. I was introduced to
accounting through an irrational decision-making process. I wonder how
many rational people currently in non-accounting careers might today be
contributing members of an accounting profession had they only been
informed of, or made aware of, the reality of accounting?

The Profession

While I developed an awareness of accounting at the university,
I developed little awareness of the profession. Prior to entering the
profession as a student in a public accounting firm, I knew very little
about the activities of a professional accountant. Even today, my aware-
ness of professional accountants is limited primarily to chartered
accountants. I know very little about the other professional accounting
bodies and what I do know has been obtained through professional relation-
ships with members of those bodies. I am willing to accept part of the
responsibility for my previous and current lack of awareness of the
profession, but some of the responsibility must also rest with the various
accounting bodies. '

I can recall talking to a graduating accounting major from a
business college who was seeking employment with a chartered accountancy
firm. The student indicated to me that he learned most of what he knew
about the profession through the interviewing process on campus. That



34

bothers me! The point I am trying to make is that there are a large
number of young men and women investing substantial amounts of time and
money to obtain an education that focuses on a profession which they
know very little about. '

Professor McDonald has a fear - a fear for students who have chosen
a career path in accounting and then find themselves unsuited for the
profession. I have the same fear. Does not the accounting profession
have a responsibility to develop an awareness in students about the
professions such that a student's education is not, as Professor McDonald
says, wasted? Professor McDonald views professional qualification as a
means and not an end. But, if students are not aware of the profession,
does not professional qualification in fact become the end? If professional
qualification does become the end, how many professionals cease to become
contributing members of the profession once they have achieved the end?

THE PROCESS OF ACCOUNTING EDUCATION

When I use the term accounting education, please keep in mind that
I am using the term in a very broad sense to encompass all the education
and training a student receives from post~secondary education to the
time that student receives a professional qualification. The term
therefore includes education and training in financial accounting-and
reporting, managerial accounting, auditing, tax, information systems
and other relevant subjects.

A Traditional View of the Process

I have always tended to wiew the process of accounting education
as a continuous sequence of events or a step-by-step progression through
which a student must move in order to achieve, at the end, membership in
a professional accounting body. The sequence of events might be viewed
as secondary education, post-secondary education, admission as a student
member of a professional accounting body, education sponsored by a
provincial organization, practical training and finally professional
qualification. (We could extend this sequence of events to include
professional development, but that issue is outside the scope of what
I wish to comment on here.) I have always, however, had trouble with
this view of the process because it lacks clarity - it is a 'blur'. I
believe that within the process there are overlapping responsibilities
where two or more different groups are attempting to accomplish the same
thing. I also believe that within the process there are undefined
responsibilities or responsibilities which should be met by one
group, but are not currently met. As well, I am not sure of the proper
sequence of events that should exist within the process.

Before we consider changes to the process of accounting education,
we must clearly understand the process as it exists today. We must
identify and understand our problems before we attempt to correct them.
To achieve what I hope will be a clearer understanding of the process, I
have developed an analogy which I would like to present to you. This
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material will not likely be new to you, but hopefully the form in which
I present it may identify and clarify some of the problems we currently
face in accounting education.

" The Apple Pie Analogy

Imagine, if you will, a whole apple pie in front of me. This apple
pie represents the total sum of accounting education and training a
student must consume to be admitted as a member of a professional
accounting body. You could view this apple pie as the body of knowledge
a student requires for entrance to the accounting profession. You could
view this apple pie as the standard profile of a new entrant to the
profession.

Let us assume that for a student to achieve professional qualifica-
tion, the apple pie must be consumed according to the following rules:

~ The student must start with a small piece and move to
progressively larger pieces; the pie must be consumed in
a systematic order.

— The student must consume the pie according to good eating
habits.

- Responsibility for serving each piece of pie to the student
rests with a different group.

- The student must consume all the pie.

If I limit my analogy to the chartered accountancy profession,

then the different groups noted above might be identified as the university

(academics), the individual firm that employs the student, the appropriate
provincial institutes and possibly the C.I.C.A. and individual members
within the profession.

To use the apple pie analogy to explain the current process of
accounting education, the first thing we have to do is to forget our
visualization of the pie as a whole. We cannot imagine the whole pie.
Rather, we have to imagine various pieces of the pie spread randomly
throughout this room including a piece directly in front of me. Next,
we have to visualize a single student. Now we can observe the process
of accounting education as the student travels around the room and the
different groups provide the student pieces of the pie which the student
simultaneously consumes.

As we follow the student around the room, a brief and simple summary
of the process might be visualized as follows:

- We can observe the academics and the provincial institutes,
unknown to each other, attempting to provide the student
with the same piece of pie.

- We can observe that the student's employer is force-feeding
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the student or literally 'cramming a piece down the student's
throat'; it comes as no surprise to us as we watch the
student 'gag' on that piece.

- We can observe the provincial institutes prbviding the
student with a piece of pie which looks rather large for
the student to be consuming at this time.

- We can observe the student consuming a piece in the corner
of the room. I can't see who is providing the piece to the
student, but we can observe that it is a piece of cherry
rather than apple pie.

- We can obsgerve that the different groups responsible for
providing the pieces to the student have now fulfilled their
responsibilities and the process is termed complete. We can
also observe, however, that the piece of pie originally in

" front of me is still there.

My analogy of the current process of accounting education leads me
to the following conclusions:

- We must identify the whole pie.

- We must identify the parties involved in providing the pie’
to the student.

- Each party involved must determine what it is capable of
providing to the student.

- We must look at those capabilities, identify the pieces of
the pie and assign the responsibility for those pieces to the
parties most capable of providing the individual piece(s) to
the student.

- We must ensure that the pieces are provided to the student in
a proper sequence.

- We must ensure that the student has proper time to consume
each piece.

-~ We must ensure all the pieces are consumed.

- We must understand that each piece is only one part of a
whole pie.

Apart from identifying the pie, I believe it is extremely important
that each party determine its own capabilities, particularly with respect
to the universities. We cannot assume that various parties are fulfilling
or can fulfill certain responsibilities. We must know.
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Size of the Pie

The apple pie analogy can be used to illustrate a further problem.
The pie grows larger each year. : A point in time will come, if it has
not come already, when the student will simply not be able to consume
the whole pie given the current time span for educational and practical
experience requirements. These requirements will have to change or the
pie will have to cease to grow if not, in fact, decrease in size..

If you accept that the pie represents the required body of knowledge
of an entrant to the accounting profession and if you accept that the pie
is already too large, then an interesting conclusion can be formulated
with respect to the chartered accountancy profession. The pass rate on
the Uniform Final Examinations, rather than being too low, may well be
too high simply because students are being force-fed the pieces:of the
pie and/or students are either not able.to consume all the pieces of the
ple or are not being provided all the’ pieces of the pie.” In any case, -
the pass rate should be irrelevant as long as the pie has been ‘identified
and the successful candidates on the Uniform Final Examinations have
properly consumed the whole pie.

A Note on I@plementation' . N ‘ 3N

I have presented you my apple pie andlogy and you might very well
ask: So what? You may have a very valid question. As I stated before,
we must identify and clarify our problems before we attempt to correct -
them, but the more general or broader the problems are, the more ’
difficult it is to find practical solutions. We can, however, use the
apple pie analogy to address some of the specific issues of accounting
education. For example, if we consider the problems of identifying the
pie, identifying the responsible parties, determining their capabilities~
and assigning responsibilities to those parties, we may come to the
conclusion that there is a’ part of the pie that, within our current
institutional framework, cannot be assigned to responsible parties..-
But the pie is a 'given' and the responsibilities must be met.

In a situation such as that described; we might then seriously
consider various alternatives or combinations of alternatives to ensure
the whole pie is provided to and consumed by the student. Some of the
alternatives normally considered would include post-graduate programs,
professional schools, co-operative programs and an extended term of
service. Consideration of these alternatives could possibly lead to Bk
a reassignment of responsibilities for various pieces of, the pie. The'
key 1s to first identify the pie and then 1dentify the part of the pie

where responsibilities are not met. ' X

]

|
In Per;pective { )

R ‘
'I
I don't believe we have the luxury -in- accounting education of Viewing .
it in isolation from other issues facing the accounting profession. When
issues such as advertising, professional development and peer review arise, -

we must determine the extent of their impact on 'accounting education.
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Issues which raise concerns about the possibilities of increased costs

to firms or call for incregsed efficiencies of operations or call for
increased disclosure of information about the firms, particularly the
chartered accountancy firms, will cause firms to reconsider the costs

and efficiencies of accounting education. Debate surrounding recognition
of accounting technicians and specialist designations may be more real
than fictitious. Any discussion of technicians and specialists cannot

be held separate from a discussion of accounting education. We must be
prepared now and in the future to fit our institutional framework to
reality. ‘

FACTUAL DATA BASE

I would like to comment briefly on Professor McDonald's plea for
a factual data base in accounting education. As Professor McDonald
noted, there will be difficulties in defining terms, specifying the
measurement rules and ensuring uniformity of reporting. If you hold
a similar view to the process of accounting education as the one I have
presented, then I think we will agree that the difficulties of obtaining
a factual data base in this area are immense. For example, if we obtain
measures of the pass rates on the Uniform Final Examinations for students
of national C.A. firms, what are we really measuring? We must keep in
mind that we are dealing in an area of overlapping, poorly defined and
perhaps undefined responsibilities. We must be cautious in how we use
the data we obtain.

COMMITMENT

I entered the decade of the 70's with no identified career path;
T will enter the 80's as a member of what some people might justifiably
argue is an occupation, but which I would like to believe is a profession.
Receiving a professional qualification provides us with both psychic and
financial benefits. For accounting to be a true profession, I believe one
of our obligations, as members, is to reinvest some of those benefits
in the public who has conferred those benefits upon us. We can do so
directly or we can do so indirectly by improving our profession and by
educating and informing the future members of our profession.

What I speak of now is a different version of what Professor
McDonald termed commitment. .In common with Professor McDonald, I
believe a person's commitment can only exist in the sense of deep
involvement and binding oneself to a task or an ideal. I believe we
are obligated to make a commitment. We can do so in two ways - time
and/or money. By making such a commitment, we can fulfill the obligation
I spoke of earlier. The commitment, however, must be real and not illusory.

A time commitment is usually associated with the contribution of our
services to the public and the profession. I believe you all know what
I speak of here. This commitment, however, can be an illusion. For
academics and those professionals outside public practice, the contribution
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of time often bears a personal cost in terms of opportunity cost. For
firms engaged in public practice, an opportunity cost is often associated
with the contribution of time by members of the firm, but I am not sure
to what extent this cost may in fact be eventually recovered through
higher fees or new engagements. For professionals working as employees
in public practice, I believe their contribution of time tends, to some
extent, to be reimbursed by their employers.

A financial commitment is usually associated with the contribution
of funds to the public and the profession. This commitment is somewhat
more direct than a time commitment, but could also be in some instances
an illusion, particularly if the motives for the commitment are known.

I believe we, as professionals, must make a commitment in one way
or another. Some of us can best make the commitment by contributing
services; others, by financial contributions; others, by a combination
of both. Both types of commitment are required and both are equally
valuable. But the commitment, to fulfill our obligations, must be real.

The C.A.A.A. is a unique body in Canada. Today, it has brought
together representatives of various professional bodies and, within those
bodies, representatives from academe and practice. I feel, as I believe
Professor McDonald feels, that there must be a closer linkage of
professional bodies and of academics and practitioners within those
bodies. A closer linkage is required for purposes of professional
development, research, standard setting and accounting education.

For the C.A.A.A. to achieve its ideals, it requires a commitment
from professional accountants. The C.A.A.A. is an association in which
we can make a real commitment. As the C.A.A.A. represents a co-ordinated
effort to identify and resolve the problems of accounting education, a
commitment to the C.A.A.A. is a commitment to accounting education. Not
only is it a commitment to accounting education, but it is a commitment
involving: (1) efforts to co-ordinate the various professional accounting
bodies, (2) efforts to co-ordinate academics and practitioners, and
(3) efforts to overcome the general apathy and resistance to change
which so often exists in our professionals.

' The progress and success of the C.A.A.A. in the area of accounting
education will provide an interrelated benefit to the public and to the
profession because it will provide better educated and trained students,
better educated and trained professionals, increased efficiencies and

reduced costs.
CONCLUSION

In conclusion, I would like to make a personal observation in the
form of a quotation. This quotation comes from a person by the name of
Arnold from a work titled The Folklore of Capitalism. The quotation was
cited by R. J. Chambers in Accounting, Evaluation and Economic Behavior
(page 379). Arnold wrote:
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Public debate is necessarily only a method of giving
unity and morale to organizations. It is ceremonial
and designed to create enthusiasm, to increase faith:
and quiet doubt. It can have nothing to do with the
actual practical analysis of facts.

Let us ensure that in the area of accounting education in Canada
we are not guilty of 'public debate'. Given we are in the process of
taking action, let us ensure that we have identified and understand the
facts or the problems we face in accounting education before we seek to
evaluate alternatives and reach decisions. Given we are in the process
of taking action, let us ensure we continue to act now and in the future.
Let us search for change or evolution in accounting education before it
searches for us.
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THF. CANADIAN ACCOUNTANT'S BODY OF KWOWLEDGE

Comments by Herbert H. Perry

I think one must begin any discussion of the Canadian accountant's
Body of Knowledge with the clear realization that, if it does exist, the
Body is metapsychical, by which I mean that it results from mental action
and has no physical basis or explanation. Because of this nature of the
Body of Knowledge, it defies any easy definition.

Is the Body of Knowledge what the average accountant knows, or
is it, perhaps, what he should know; and, if the Body of Knowledge is
what the average accountant should know, then as determined by whom?

Is the Body of knowledge what is currently taught and, again, by
whom?

What is the repository of the Body: 1is it the academic institutions
or the professional organizations, and if this can be determined, should
the repositor be a reactor or a leader?

An entire series of questions concerning the Body of Knowledge must
deal with its generality or exclusiveness. Some viewers believe that the
Body of Knowledge should include all the things that an accountant should
know, while others feel that it is only those things that he needs to
know as distinct from other professions. An example might help.
Presumably, the accountant should have the professional's ability to
use language, should have a good sense of right and wrong, should be
honest and bondable and well-groomed; and yet these same criteria cam
be applied to the members of virtually every other profession. A sub-
question is, are these things something that should be taught by the
profession, or something that the entrant must have acquired and bring
with him, prior to beginning his specialized study of accountancy?

Because the profession has failed to answer this question of
generality and exclusiveness, we have seen some strange phenomena in
the last twenty-five years. We have added courses in report writing,
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and moved them from first year to final, and then dropped them. I have
long suspected that these courses were added in a vain attempt to screen
out the immigrant student whose real problem was elocution.

Report-writing courses have been followed in some places with
courses in communication skills, and the latest fad is public speaking --
which begs an interesting question. Can a deaf-mute become an accountant?

Another large area of the problem concerns the mechanics of change:
who has the authority to add to or delete from the Body of Knowledge and
on what do they base their decision?

I believe that the Body of Knowledge does not change as often or as
rapidly, in fact, as it does in the perception of those sitting on the
Boards of Directors or Councils of Governors of the professional accounting
bodies. I think, further, that this observation holds true for the other
professions: law, engineering, architecture, and so on. The fact of the
matter is that it is not the average member who moves upward and into the
governing bodies of the professions. Generally, it is the more successful
and perhaps more extroverted members who, some twenty or more years after
graduation, find themselves sitting on Boards and Committees charged with
reviewing curricula.

Very often these people have moved out of the main stream of their
profession and are either specializing in some portion of it or are holding
down top-management positions calling for a markedly different set of skills.
All too often they confuse the demands of their present position with the
needs of the average practitioner. An illustrative example might be a
person such as the late General Douglas MacArthur, a West Point graduate,
who became the pseudo-emperor of Japan. Had he, in his latter years,
returned to West Point as a Board member, he might well have argued that
both Japanese and oriental government were necessary parts of the Body of
Knowledge of an American serviceman.

This just-mentioned tendency to have additions to the Body of
Knowledge made by specialists not quite in the field anymore, coupled
with the changes brought about by such things as computers and modern
calculators, has introduced additions to the Body of Knowledge or curriculum
so that many courses have become longer and thereby more demanding.

While I do not claim to be an expert in paleontology, I do believe
that the dinosaurs are reputed to have become so large and unwieldy that
they brought about their own extinction. As Winston Churchill might have
said, if it isn't true, it should have been. In any event, I see a
similar danger facing accounting. We have been much quicker to add than
to delete.

Seemingly, our powers of observation and our detection of change
have told us what subjects to add without telling us what subjects to
delete. If we were in the transportation business, we would probably
equip all of our new cars with buggy whips. You can, I think, build a
good case for not teaching or requiring mathematics (and I know this will
horrify purists), but, rather simply, teaching the operation of the
modern mini-pocket calculators which can be programmed to provide
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amortization rates, returns on investments, and other things that the
average accountant might need to know. I would remind critics that only
seventy years ago it was widely believed that one needed to know motor
mechanics in order to have a driver's or chauffeur's licence. Similarly,
medical doctors are no longer instructed in the care and feeding of
leeches.

One of the obvious solutions to the dinosaur syndrome, and a
solution adopted by my own Association, Certified General Accountants,
is to create options and to recognize that in today's enviromment no
accountant can really be all things to all people. Some will wish to be
financial managers; others, government mandarins; some, tax specialists;
and others, auditors; and it may be that our option choices will grow with
the passage of time.

However, in a world where virtually no working accountant would
leave home without his pocket calculator, we have only recently allowed
these devices to be brought into the exam room. To me this is not an
amusing observation about the profession, rather it is the symptom of an
attitude that could contain the seeds of our destruction.

As a profession, we seem to want to leap into the future while
keeping one foot firmly tied to the past. A medical friend has assured
me that this is an almost-certain way to obtain a hernia.

Consider, if you will, two more subjects, one which has already
been added and one which will probably be added.

I refer to Organizational Behaviour, which could also be called
Corporate Psychology and has already been added, and Social Responsibility,
which I see as likely to be added. I question whether either of these
subjects has any justifiable place in the accountant's Body of Knowledge.

Organizational Behaviour may be important to those accountants
working in large corporations. Similarly, the quirks of the senile and
geriatric behaviour patterns may be essential to anyone who specializes
in estate planning. Do these subjects, however, need to be part of the
Body.of Knowledge? I think not. In the case of Organizational Behaviour,
why is the accountant's need for knowledge any more acute than the needs
of anyone else in the organization?

Social Responsibility is a good example of a subject likely to be
added with no justification. There is much talk today about social
responsibility, which probably is a corporate respon51b111ty I personally
- have very severe doubts as to whether it is an accountant's responsibillty
I say this because it is not within the normal range of subjects of interest
to the average accountant. I would suppose that the subject would include
and embrace morality, social customs, motivation and behaviour, some
political science, and perhaps even theology. I think to suggest that
this is the auditor's role is presumptuous to say the very least, nor is
it practical from an applied viewpoint. For example, I am aware of one
of Canada's major petroleum companies that has developed a large and all-
embracing code of ethics to which its employees and managers are expected
- to adhere. The firm expects, quite reasonably, that its internal auditing
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staff and also its external auditors will monitor or police this policy,
but I submit to you that this does not make the auditor either the
conscience or the judge of the firm's social responsibility. Rather,

he is simply acting as the eyes of management to see whether an established
policy is followed in accordance with intentions and instructions.

Suppose that these same auditors were to accept an engagement from
the oil company across the street. Do they have an obligation to report
to these shareholders that the firm is lacking a code of ethics, or has a
code less embracing, or less complete than their neighbour who happens to
be the auditors' other clients? If you suppose that they do have this
obligation, then you must wrestle with the morality of the auditors' taking
knowledge from one client and using it in a competitive way in a subsequent
engagement.

By what reasoning process does the accounting profession make itself
the judge of non-monetary matters?

Our peers judge us more harshly than we judge them, and possibly
more fairly also. People in production, marketing, and personnel see the
accountant as the narrowest person in the management group. If we now,
by some magical process of self-elevation, pronounce ourselves to be the
corporate conscience, we run a serious risk of being seen as the most
pompously ridiculous members also. ’

Before we add anything more to the Body of Knowledge, we must do
two things. First, we must decide what to drop. Second, we must be certain
that the proposed addition is really necessary and that it is indeed within
the realm of accountancy. I submit to you that the double danger is that
we either add something that is only a fad or something of lasting value
that should belong as part of some other profession.
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CAAA 1979 Conference ' Gordon D. Richardson, CA
Symposium on Canadian Accountant's Secretary of the Interprovincial
Body of Knowledge Board of Examiners
University of Saskatchewan Canadian Institute of Chartered Accountants
May 1979 ‘

THE LAG IN THE TRANSFER OF
NEW KNOWLEDGE FROM EMPIRICAL RESEARCH

TO ACCOUNTING EDUCATION AND PRACTICE

The Nature of the Problem

In the last two decades the thrust of accounting has moved away from data
collection and earnings measurement towards communication with users. The
Trueblood Committee [ 14] and later the FASB Objectives Study [8] both affirmed
this communication orientation. The difficulty is to determine what the
information requirements of users are. According to Bedford [1], in the .1940's
and 1950's our knowledge of user needs was largely based on intuition and a
priori reasoning. In the mid 1960's and through the 1970's, Bedford notes,
our observation and data measurement techniques matured and empirical accounting
research added to our knowledge about the 'real world". It follows that empirical
research in accounting is still relatively new, and it is perhaps not surprising
that new knowledge arising from this research has had only a limited impact on
accounting -education or practice. However, any dynamic profession should draw
on and implement such new knowledge and maintain close contact with researchers.

This paper examines new knowledge arising from empirical research in accounting
as a subset of all new knowledge available for implementation in practice. The
thesis of this paper is that empirical research in accounting has not had a signi-
ficant impact on education or practice.

With respect to practice, a case can be made, for example, that the profession
could have avoided recent setbacks for its standards on foreign currency translation
and exploration and development costs by first gathering empirical evidence on the
"economic consequences" to various users of these pronouncements, something which the
profession now appears to be doing after the fact. Another case in point is the delay
with which some form of current value accounting is being adopted. While part of this
delay is surely explained by unresolved political differences between users and pre-
parers, one can make a case that too little empirical evidence has been gathered as
to what benefits might accrue to both users and preparers from this information.

With respect to education, one of the problems explored is the failure of account-
ing education in Canada to transfer this new knowledge to students for later implementa-
tion in practice. This paper will argue that the syllabi of professional accounting
bodies, university course content, authoratative standards, accounting textbooks, and
professional magazines all contribute to this educational problem by failing to in-
corporate empirical research findings on a timely basis. -

The author is grateful to the helpful comments of Dr. L.S. Rosen, FCA and Dr. T.H.
Beechy, CPA of York University, and those of Professor L.J. Brooks, CA and Dr. D.B.
Thornton, CA of the University of Toronto. The comments herein do not necessarily
reflect their views or those of the Board of Examiners.
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The paper will attempt to balance this view by exploring (i) legal and environmental
constraints in Canada which explain why education and practice are slow to implement
some of these findings and (ii) whether the quality of this research itself is one

contributor to lack of implementation.

Examples will be drawn primarily from recent empirical research in the
behavioural and efficient markets areas. The paper will conclude with recommenda-
tions which may facilitate the implementation of such new knowledge in accounting

education and practice.

Previous Literature Concerning The Problem

In his award winning article in the Journal of Accountancy [16 L Sterling stated
in 1973 that:

"Education and practice seem to be complementary in that
educators teach accepted practice and practitioners accept
and practice what they are taught. This complementary
relationship excludes research from the chain of events
that determine what 1is taught and what is practiced.
Research is an isolated activity in accounting."

This author will refer to the closed loop between practice and education as the
'Sterling loop'. This idea may be illustrated with a simple diagram

‘Accounting
Practice

Figure 1

The Sterling Loop

Problem Illustrated

Empirical
Accounting
Research

The Sterling
Loop

Accounting’é
Education

Closed System ‘
Sterling used marketable securities as an example where accounting research
(advocating valuation in financial statements at market) was persistently ignored
by practice and, as a result, the lower of cost or market was advocated in most

textbooks, as this was (and still is - see FASB #12) current "GAAP".

The Sterling loop idea is perhaps oversimplified. There are no doubt valid
reasons why this gap exists. Empirical research 1s often not geared to solve
immediate problems facing standard setters. Standard setters are often concerned
with the "art of the possible' rather than "scientific truth". Educators must
strike a balance between the demands of students and others for a practical
education and the desire to teach new but unimplemented findings. This author
does find Sterling's idea to be useful as a guide to analysis, but will keep
these considerations in mind.
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The Efficient Markets Research

An Illustration Of The Problem

Research on the implications of efficient capital markets for accounting (EMH)
has been going on for at least 15 years and intensively so for the last 8. Accounting
education has been slow to respond. Only in 1979 did this topic find its way into the
Uniform Final Examination (UFE) Syllabus for CA's. The first full article on the topic
in the CA magazine 1s likely to appear in the April 1979 Education Column. Only slowly
is the material finding its way into major accounting textbooks used in Canada.

There are, no doubt, some Canadian universities who sensitize their students
to EMH ideas. But the strength of this exposure might be questioned. In at least
two major schools this author is aware of, students are given one or two articles
on EMH from professional journals but the students are not strongly encouraged to
read the EMH studies at first hand or assess for themselves the methodology used. -
The resulting impressions students gain about such studies is diluted accordingly.
Granted, the short sequence of courses offered at most universities may not permit
enough time to explore such papers at first hand. Perhaps the answer is a capstone
course in current empirical research (this is not the same as a "theory" course or
a "current articles" course) offered in the final year. This suggestion might need
to be re-inforced by a stronger emphasis on this material in the syllabus (to be
discussed later), and perhaps by the requirement for such a course by provincial
institutes. "See Appendix 1 for an outline of such a capstone course.

Practice has been equally reluctant to accept the (semi-strong) EMH idea, that
some markets react in a prompt and unbiased fashion to publicly available information
(ep+y iLiuai security prices promptly "reflect" public information). According to a
recent survey reported in the Accounting Review [13]:

"One in 20 responding accounting academics accepted the research
findings related to the EMH in its weak, semi-strong, or strong
forms. The corresponding figures for chartered financial
analysts are one in 25, and for partners in Big Eight firms
one in 100."

This may point to the need to get the message across a little better, if indeed there
1s a message. .

Kaplan, in a 1975 survey paper [l ], summarized some of the findings of EMH as
follows:

® significant price reactions are associated with the release of
interim reports;

e the market does not respond to (is not fooled by) earnings increases
which are caused by cosmetic changes in accounting policy (eg., mo
impact on cash flows);

e The information used by the market to assess performance of companies
is broader than reported earnings, and includes information reported
in footnote disclosure;

] segment disclosure may assist investors in anticipating changes in
earnings which otherwise would be unexpected if only consolidated
data were disclosed. ' ‘
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To be fair, one should consider the point of view of those who are skeptical
of the importance of EMH findings for accounting. Mautz [1] claims that such EMH
research only-proves with hard evidence what practitioners have known for many
years. This argument has validity for some of the findings. However, this author
senses that many practitioners feel secure in assuming a naive investor, when in
fact this may not be the case. Bierman [2] notes that the EMH (semi-strong) merely
suggests that markets react in an instantaneous and unbiased fashion to available
public information; hence, EMH may give little guidance as to what additional
information accountants should furnish. Again, there is validity to this, but
the above implications as noted by Kaplan seem to be important notwithstanding.

This author does not necessarily believe that the findings summarized by Kaplan
are valid in the Canadian setting. More empirical work is needed to establish
whether the markets for some securities in Canada are efficient.l There are probably
pockets of efficiency and inefficiency. In addition, the above findings will need
to be replicated before standard setters can act upon them.

‘The message for Canadian standard setters, if these findings are shown to be
valid in Canada, is as follows:

e earnings measurement considerations are important but not necessarily
more so than disclosure considerations. Disclosure of otherwise
unavailable information (eg., 'soft' measures such as forecasts) may
suffice if it is not possible to incorporate this information into
the general measurement model;

e reporting should be timely (eg., quarterly) and should include
infsrmction not otherwise available to the market (eg., segmented
data); :

o policy deliberations involving a choice between accounting methods
which do not affect cash flows of the firm (eg., whether to
capitalize and amortize research and development costs) may not
be productive from the market's point of view.

Admittedly, there are reasons why the implementation of any valid EMH findings
(if they exist) may be slow in practice. The costs of expanded disclosures at
present fall on the firms and their shareholders, who will require persuading that
such disclosures will produce benefits (eg., lower cost of capital) equal to such
costs. In addition, legal liability constraints in Canada may not permit auditors
to defend their judgements based on assumptions about market efficiency. Finally,
users in Canada are not represented by a strong central securities commission
similar to the S.E.C. and therefore regulatory pressure for expanded disclosures
may not be as intense.

Perhaps as a start we can transfer EMH findings as they are confirmed to
students, and ensure students will be motivated to learn such by including EMH
material in the syllabus (discussed later). In this way, the subsequent implementa-
tion may be facilitated.

1 The possible efficiency of credit markets in Canada is an equally important
issue with implications for the reporting of many small businesses. The EMH
issue is not restricted to equity markets.
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Research On User Behaviour

Another Illustration Of The ProBlem

In a 1975 survey of behavioural research to that date, Dyckman, Gibbins and
Swieringa [1] summarized certain findings on user decision models as follows:

"Financial statements appear to be of limited value in making
investment decisions...investors consider factors concerned
primarily with expectations to be relatively more important
than financial statement data in making decisions...they tend
to rely on stockholders and advisory services for their
investment information and to attach only minor importance
to financial statements as a source of information."

The extent to which financial statements play an important part in the information
set used by investors is an empirical question.

This author sees little evidence that standard setters are consulting empirical
findings about users prior to setting standards (it may be that they are simply not
making their references explicit). As a result, the investor seems to be an artifact
and, for example, we have unsubstantiated statements in the FASB Objectives Study
[8] 1ike the:following:

"thus, although investment and credit decisions reflect the
expectations of investors and creditors about future enterprise
performance, those expectations are commonly (emphasis added by
author) based at least partly on evaluations of past enterprise
performance."”

This lack of empirical bases in authoritative standards, if it exists, may have
an impact on accounting education. Students studying such pronouncements may them-
selves come to view the investor as an a priori artifact and the circle goes on
because students are not encouraged to think objectively (another example of the
Sterling loop idea).

Another example of possible misconceptions’ about user decision models concerns
the question of what - a user would find material. Current research by L.S. Rosen on
materiality judgements2 indicates that many students and practitioners believe that
" materiality is measured as a simple percentage of income or assets, regardless of
varying objectives/facts/constraints presented, including loss situations.

Research has been going on since at least the 1950's as to what users would
find material, in what circumstances, and the overall conclusion of this research
as cited in 1975 by Dyckman, Gibbins and Swieringa [1] is that

"gseveral factors operate, often in combination, to influence user
materiality judgements. The use of quantitative criterion such
as a simple percent of net income may err on the side of underdisclosures.'3

2 This author recently (1979) attended a seminar where Dr. Rosen presented some
preliminary findings from a research project on materiality decisions using a
variant of the Brunswik Lens model.

3 The 1975 FASB Discussion Memorandum on materiality [7] does discourage the use
of simple quantitative criteria, and represents a step forward in this education task.
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The foregoing seems to suggest that, as noted also for the EMH area, the
message from research is not getting through to students or practitioners. One
reason for this may be the lack of reliance placed on such studies due to quality
problems. ' '

Dyckman et al[l] in 1975 noted several factors common to all behavioural
research they surveyed which raise questions as to the quality of behavioural
research in accounting: a lack of theoretical emphasis, lack of ties to the work
of others, and lack of experimental rigor. To elaborate on these 3 criticisms,
Dyckman et al state that much behavioural research consists of collecting data
with little guiding theory; studies that are done tend not to be replicated by
others and differences between findings of various studies are not resolved; and
extensive use of natural settings and survey methods results in loose experimental
control jeopardizing internal validity. '

This author has personally been exposed to recent (as yet unpublished)
behavioural research currently being conducted in Canada.% An improvement in
methodology, since Dyckman et al reported, has been observed. Attempts were made
to build on theory (say, the Brunswik Lens model of judgement formation or Vroom's
model of expectancies) in the discipline of behavioural science. Also, findings
were reconciled with previous work. Perhaps behavioural research in Canada has
matured since the 1975 survey by Dyckman et al. However, it can be said that the
dictum 'reader beware, lest thou place undue reliance" probably still applies today
to some of this research. This points to the need to give some accounting students
training on the way through as to what might be good versus bad methodology. This
could be part of the capstone research course suggested earlier.

The Lack Of Impact Of Empirical Research
On Education And Practice

Other Examples

The above argument, that empirical research has had little impact on either
accounting education or practice, can be tested by thinking of other examples which
either support or refute the argument. Figure 2 (which follows on page 7) contains
several such examples (no doubt the reader can think of others).

4 At a recent seminar on current research in accounting in Canada (hosted by the
Faculty of Administrative Studies at York University under the auspices of Dr.
Tom Beechy) this author was exposed to several current research projects in the
behavioural area.
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 FIGURE 2

THE IMPACT TO DATE OF EMPIRICAL RESEARCH
ON EDUCATION AND PRACTICE

. Impact On - Impact On
Canadian - Canadian
Accounting Financial Accounting
Area Of Empirical Research Education Practice

1. Evidence .on the timing and pattermns 1. Some 1. Little
of deferred tax drawdowns. . .

2. User preferences regarding general 2. Some , 2. Some
price-level adjusted and CVA :
measures.®

3. User preferences for forecast 3. Some “3, Little
data.

4. Studies on the economic consequences 4, Little 4, Little
of financial accounting standards. '

5. EMH studies (discussed above). 5. Little 5. Little

6. Behavioural studies on materiality 6. Little 6. Little
judgements and user decision models ‘

(discussed above).

5 Reseacrch papers by Price Waterhouse & Co. (1967 [10]), Davidson (1958 [3]) and
Lantz et al (1978 [12]) all suggest that deferred tax drawdowns may be postponed
almost indefinitely by the majority of companies reviewed, thus strongly pointing
to the need for some sort of discounting of such credits. These studies, on U.S.
companies, are currently being replicated and extended in Canada and tentative
findings support those cited above.

6 Rosen (1972 [15]) and Hanna (1974 [9]) both surveyed users in Canada and observed
that there was a preference for current value measures over general price-level
measures. These findings appear to be consistent with the recommendations of
the upcoming CICA Research Study on Current Value Accounting (1980).

7 Dyckman et al in 1975 [1] surveyed the behavioural studies concerning user
attitudes towards forecast data. Users were found to favour forecast data
but generally held a perception that such forecasts would be precise with
forecast errors not exceeding 10Z. This author then reviewed the excellent
CICA Research Study on Earnings Forecasts by R.H. Kidd (1976 [11]) whose references
to users' needs were a priori ones (page 85). This Study did consult empirical
work in other areas.

8 The FASB (1978 [5]) hosted a conference on economic consequences at which

empirical papers were presented. In the same year, FASB Research Reports
appeared by Dukes [4] and Evans, Folks and Jillings [6] on the impact of FASB
#8 on corporate cost of capital and practices. Such studies have yet to be
replicated in Canada.
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Figure 2 would suggest that empirical research has had more impact on accounting
education than it has on practice, and that in either case the impact has not been
great. Assessments of impact are made on a judgemental basis by this author. The
reader is invited to form his/her own conclusions.

Another interesting observation (see footnote 8) is that the Financial Accounting
Standards Board has recently shown an interest in empirical studies, particularly on
economic consequences. This is an important development, which may begin to close
the gap between empirical research and practice. The author is hopeful this trend
will occur in Canada.

The Syllabi Of Professional Accounting Bodies
Do They Delay The Trasnfer Of Knowledge

From Empirical Research To Practice?

This author has reviewed the syllabi of several accounting bodies in the world,
and is confident these comments apply to most of them. Specific examples will be
drawn from the UFE Syllabus of Chartered Accountants in Canada [17], the one most
familiar to this author. .

The UFE Syllabus is primarily concerned with a "readiness to practise public
accounting” and rightly so. It embodies the expectations of new entrants.to the
CA profession. The Syllabus Sub-Committee faces constraints concerning the inclusion
of new research in the Syllabus, due to the many pertinent topics concerning accounting
as it is practised today. The comments below keep these constraints in mind.

One can argue that, due to the above constraints, new topics less central to
today's practice tend not to receive strong emphasis in the Syllabus. This problem
may be increased by a lack of familiarity of practitioners with some of these topics
(eg., EMH, behavioural), since practitioners strongly influence content of the
Syllabus. This tends to help close the "Sterling loop". Instead of new knowledge
changing practice, changes in practice must take place before new knowledge can have

an impact.

~ The Syllabus Sub-Committee is no doubt aware of this problem, and sought to get
around it with an open-ended "current literature" requirement in Financial Accounting
and Auditing. However, the scope of that literature is restricted to two professional
journals and publications of standard setters. One can make a good case that such
professional journals have tended to screen out academic research, perhaps due to the

perceived needs of a lay readership.

Educators are no doubt also aware of the problem, and many this author has talked
to would like to include academic research journals in their required readings, but
certain constraints prevent them from doing so. One constraint is the difficulty
students have reading these journals. Another is that, if they know they won't be
tested on these journals on the UFE (since excluded from Syllabus), students tend
to lack a motivation to read such. In addition, course content tends to be devoted
largely to teaching the current accounting model used in practice (Sterling loop),
and little time or resources tend to be left over for other endeavours.

To return to the Syllabus, this author can support the argument that new research
topics do not receive strong emphasis in the Syllabus with some examples from the

behavioural and EMH areas.
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The inclusion of behavioural topics in the UFE Syllabus is very limited. The
closest one gets in Section I, Financial Accounting and Reporting, is "decision-
making uses of financial statements'. Students tend to interpret this line as the
investment decision, the loan decision, performance appraisal, tax etc., and the
connection in their minds to user decision-making processes is tenuous and probably
lost. 1In Section II, Auditing and Professional Practice, there is no reference at
all to behavioural topics, (eg., the judgement process of auditors). Section III,
Managerial Accounting and Control, does have a line item "behavioural considerations
in accounting information system design" but this is at the lowest of three knowledge
levels, requiring only a general appreciation of the idea involved. An ability to
apply the concept in-depth is not implied by this knowledge level.

Similarily, the inclusion of capital market topics in the UFE Syllabus is very
limited. While research in this area has gone on for many years, only in 1979 did
EMH find its way into the UFE Syllabus, and again only at the lowest of three
knowledge levels in a one line item. Such a knowledge level hardly constitutes
an incentive for the student to master the material. Of course, he/she may not
need to master such material to practise today (the Sterling loop idea), and there
are many important practical topics to master. However, this lack of strong Syllabus
emphasis probably does slow the implementation of such ideas in practice.
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Suggestions for Change

This author's suggestions for change are as follows:

1'

5.

A Canadian academic journal (perhaps edited by the Canadian Academic Accounting
Association (CAAA)) may be needed to transmit the results of recent Canadian
research in terms the practitioner and student can understand. Methodological
references might be restricted to an appendix. The use of symbols might be
avoided where words would be as efficient. This journal might be included in
the required reading for candidates (current literature) in the Syllabus.

In this way, the "Sterling loop" is opened because students learn nev knowledge

and might later implement that knowledge in practice.

Provided 1. is implemented, professional syllabi might incorporate on a timely
basis new knowledge arising out of research in the behavioural and capital
market areas. In order to ensure this, the CAAA might present annual briefs
to the Syllabus Committees in Canada. This puts an onus on the CAAA to assess
the quality of research (whether conducted in Canada or elsewhere) and decide
which findings might be relevant for practice. Once again, the "Sterling loop"
is opened to new knowledge from academic research.

In setting standards, authoratative bodies in Canada might more closely co-operate
with academic researchers. Authoratative pronouncements and studies might include
explicit reference to empirical fact to bolster intuitive judgements about the
real world. One important area where policy analysis should be preceded by
empirical research is in the area of economic consequences, as discussed earlier.

Canadian standard setters might increase their sponsorship of longer term
empirical research projects, as the FASB is doing. Suggestions relevant to
Canada are the statistical behaviour of deferred tax credits, social accounting
research, the efficiency of Canadian capital markets, and behavioural studies

on user needs in Canada. In this way, research might have a more effective impact
on practice. It may also affect practice indirectly as students study pronounce-
ments which are more firmly based in empirical fact, thus once again opening the

"Sterling loop'".

A capstone research appreciation course might be added to the courses offered
at those Canadian universities which do not already have such. To put some
teeth into this proposal, provincial accounting bodies might add such a course
to their semester hour requirements. Moreover, students would expect to be
tested on some of this material on the UFE, if suggestions 1. and 2. were
implemented. See Appendix 1 for an outline of such a capstone course and

its objectives. The "Sterling loop" is thus opened as students get firsthand
exposure to research findings. Such a course is to be distinguished from
"current literature" or "advanced theory" courses.

Summary Comments

The comments above should not be construed as critical of any particular university
or professional accounting body. Most of the observations are, in this author's
opinion, applicable to the accounting world in general. However, action for change
should start close to home and for that reason comments have been specific to the
Canadian scene.
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In order to continue to hold its place in the professions of the world, the
accounting profession must, in this author's opinion, endeavour to speed up the
transfer of new empirical knowledge to learning and practice. The supply of this
type of knowledge, still relatively new to accountants, will be encouraged by the
sponsorship of empirical studies by accounting standard setters in Canada, who are
urged to examine the precedent the FASB appears to be setting in this regard.
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Appendix 1

Suggestions for a capstone course
in research appreciation

The objectives for such a course would be:

(1) to encourage students to look at accounting problems objectively and
to gather facts before resolving such problems;

-~

(i1) to give students the skills to assess research methodology, particularly
to facilitate firsthand reading of empirical studies;

(1i1) to give students some exposure to current findings and their implications
from a broad source of empirical research in accounting. Topics might
include research in the capital markets, behavioural, quantitative methods
areas and in areas like social accounting.

Such a course would require previous exposure to statistics and, ideally, econometrics.
Students should be sensitized to such research in earlier courses.
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THE CANADIAN ACCOUNTANT'S BODY OF '2IOVLEDGE

Comments by Gordon E. M. Cummings

In attempting to project future directions for the accountant's
body of knowledge, it is necessary to look at some of the accounting
research that is currently underway in Canada and the United States. As
you know, there have always been strong links between research and cur-
riculum. In fact, much of the major philosophical directions of today's
university and professional accounting curricula have come about as a
result of research undertaken in the early 1960's which suggested that
the accounting curriculum be broadened to include such subjects as:
organizational behaviour, management processes, quantitative methods,
information systems, etc. This was done while retaining a specialized
knowledge in accounting, and was intended to show how accounting integrated
with these other disciplines so that the accountants could better appreciate
the needs of these other individuals when preparing financial information.

This change has also had the effect of forcing many practicing
accountants to become more aware of the overall process of organization
behaviour, and the role of accounting. I suggest this is one of the
reasons that more people with a financial background are assuming senior

line management roles in recent years.

Current research is focusing more and more on determining the needs
of users of accounting information. For example, in external reporting
there are an increasing number of questions being asked about the usefulness
of financial statéments to predict such events as future profitability and
risk of the enterprise.

As a result of these developments, there is an expanding amount of
research to determine what accounting and reporting alternatives are best
in terms of forecasting the future performance of the firm. This viewpoint
represents a new concept for financial reporting as the focus of presenta-
tion shifts from presentation to historical events to one of future
horizons. This change will be accompanied by the realization that one
set of financial statements cannot simultaneously satisfy the underlying
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information needs of many different users.

Thus, the type and form of accounting information that will be prepared
will be contingent upon the decision that the reader wishes to make. At
the present time the decision maker must adjust his or her thought processes
to fit the historical cost information found in the external financial
statements. The financial statements of the future will provide the
necessary information in a usable format. Therefore, it is the view of
the society's research committee that there will be a series of additional
financial statements prepared on a basis other than historical cost, and
these will most likely include financial forecasts.

On the internal reporting side, the trend to providing financial
information to meet decision makers needs is even more pronounced, primarily
because it is relatively easier to isolate who these people are and to
identify their needs, and because this philosophy is inherent in the
management accounting discipline.

Some of the decisions that management accounting information is being
generated for is in the areas of pricing decisions, acquisition decisions,
lease—purchase decisions, channel distribution decisions, manpower planning
decisions, etc. Of particular note here is that these decisions do not
relate specifically to manufacturing concerns but to all enterprises.

Thus, another important environmental change is that management accounting
concepts are being applied more extensively to the non-manufacturing sector.
This expanding role is a reflection of the shifting in relative importance
of the manufaturing and service sectors. This growth in the so called
"yhite collar" work force, and the emergence of service industries, has
required a more sophisticated approach to management planning and control.

One result of these environmental changes is that the society's
research committee is actively seeking to undertake more empirical research
into the development of accounting information systems that would integrate
with the decision making requirements.

Thus, it is apparent to everyone that accounting information plays
a crucial role in decision making, both internally and externally. Our
present knowledge of that role, however, is fragmentary and incomplete.
With the increasing amount of research being done by the society and
others into the decision process, the time is approaching when accounting
curricula can be based on a philosophy which dictates that all accounting
systems should be designed to yield information that is more consistent
with, and more helpful in, the decision making process. It is our hope
that as a result of this change the whole decision making process will be
improved. '

Specific Changes in Curriculum

If we accept the above framework then the next step is to look at
some of the specific changes in curriculum. The following are some
opinions that we would like to put forward for consideration:

1. Courses On Decision Making. The non-accounting courses that




60

are in present curriculum will disappear as they now are
structured. Instead only background knowledge will be
given separately. The major content of these courses
will still be covered but it will be integrated with
courses on specific decision processes such as pricing,
make-buy, capital budgeting, acquisition decisions, etc.

2. No Distinction Between Management Accounting and Financial
Accounting. With this increasing emphasis on decision packages
there will be an elimination of the distinction between
management accounting and financial accounting. Instead
there will be a merging of these two disciplines, and a
new dichotomy of accounting courses will appear. On one
end of the spectrum will be courses that look at the
decision process and the role accounting information can
play - at the other end will be courses that deal with the
quasi-legal aspects of accounting as published by the
various standard setting bodies.

The quasi-legal courses will be covered after the student

has completed the accounting/decision making courses. At

the present time the reporting and disclosure requirements
are intertwined with material on the accounting process and
at times it seems that this process is following the deter-
mination of accounting standards. This order should be -
reversed so that the student can better grasp the reasons

for certain standards (i.e.: to provide relevant information
to the external decision maker).

3. Specialization of the Audit Function. With the presence of the
Cohen and Adams Reports, there is a real possibility that the
auditing of public accounting profession may very well become
a much narrower and specialized field (i.e.: increasing
emphasis on auditing the information system rather than the
annual report), in reaction to the criticism that has been
leveled at the public audit profession from various sources.

- As a minimum, this will mean a more prominent role will have
to be played by the audit committee, and the management
accountant in preparing external financial information.

A result may also be that more and more students will be
enrolling in accounting programs and their objectives will
be to become accountants rather than auditors.

4., Analysis Rather Than Procedure. The accounting field is fast
approaching the point where there will be more writers than
readers, and the amount of material available to read will
far exceed the time or absorption ability of all readers.

The result of this will be that the accounting content of
the curricula will put less emphasis on description and
procedures, and more selecting the appropriate accounting
techniques to match decisions and then analyzing the results
for no student will be capable of "knowing" the full body of
knowledge.
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This trend will also mean that the skill of finding,
selecting and then using the relevant information from
data bases will receive a more prominent role in the
accountants education. Specifically this requirement
will translate into compulsory courses on data base
design and management. Such change would also impact
examination. o

Let us now look at Figure 1. This is a schematic diagram of a
possible sequencing of subjects within an acc0unting curriculum which
the above changes could result in.

At the entrance level the student is exposed to some of the basic
courses needed to gain an appreciation of the technical and environmental
framework within which business decisions are made.

The second level deals with courses on specific decisions. These
courses will be designed so that the accountant will be required to take
the perspective of the decision maker so as to understand the accounting
information requirements for the decision. Some of the disciplines covered
in each of the courses are listed on the right.

At the third level the student will be given the option of specializing
in the management accounting area or the external audit function. If the
option is made for management accounting, the student will be required to
take courses in planning and control systems, external reporting and
disclosure standards, data base design and operational auditing.

If the student selects the external audit area he will be required
‘to take courses in auditing and accounting standards, and the evaluation
of control systems.

To put the above hypothesis into perspective, let us now look at a
specific decision. This slide presents the process for a pricing decision
and if we follow this flowchart through it can be seen that the following
accounting matters could be discussed:

1. Return on investment

2. Full versus variable product costs

3. Historical, replacement, and current market costs
4., Cost allocations

5. Cost/volume/profit analysis

6. Forecasting

These factors would be presented within the context of the economic
(i.e.: product life cycle, business cycle, etc.), technological, marketing
and political factors that the product or firm would find itself in at
that particular moment.

The other decision packages would provide a whole new set of factors
in areas such as tax planning, financial management, etc.
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~

Conclusion

In summary, the future accounting curricula will be substantially
different in structure than that found presently. Although this change
will not be without its implementation problems, it will be a period of
stimulating research activity particularly in the areas of decision
processes and the role of accounting information plays in these decisions.
The end result of these various forces will be students that complete
their business courses trained specifically for the management accounting
function or the attest function.
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STRUCTURE OF FUTURE ACCOUNTING CURRICULUM
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COURSES:

BACKGROUND SUBJECTS

— APPLIED ECONOMICS
— QUANTITATIVE METHODS
— DATA PROCESSING
— ORGANIZATIONAL BEHAVIOUR
— LEGAL AND TAX ENVIRONMENT
— INTRODUCTORY ACCOUNTING

— FINANCIAL

— MANAGEMENT
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THE DECISION PROCESSES

COURSES: — NEW PRODUCT DECISION
— PERFORMANCE APPRAISAL
— DISTRIBUTION CHANNELS
— ACQUISITION/DIVESTMENT
— CAPITAL EXPENDITURE
— LEASE-BUY
— MAKE-BUY

— PRICING
— MANPOWER

TOPICS COVERED INCLUDE:
~ ACCOUNTING (MANAGERIAL/FINANCIAL)
— FINANCE
— TAX PLANNING |
— OPERATIONAL AUDITING
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MANAGEMENT ACCOUNTING SPECIALIZATION

COURSES: |
— MANAGEMENT PLANNING AND CONTROL

— EXTERNAL REPORTING AND DISCLOSURE
— DATA BASE DESIGN AND MANAGEMENT
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ATTEST SPECIALIZATION

COURSES:

— AUDITING STANDARDS

— EXTERNAL REPORTING AND DISCLOSURE
— EVALUATION OF THE CONTROL SYSTEM
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THE PRICING DECISION MODEL

SET PRICING OBJECTIVES

|

1. SATISFACTORY PROFITS AND ROI
2. MARKET SHARE

' VARIOUS COSTS CONSIDERED:
ESTIMATE FULL COST |_
ASSESS COMPETITOR PRICES < HISTORICAL, REPLACEMENT

OF PRODUCT
AND CURRENT MARKET

!

ADD % MARKUP
1
{

DETERMINE PRODUCT PRICE

ARE SALES
FORECASTS AT DETERMINED
PRICE LEVEL CONSISTENT

NO

WITH MARKET SHARE
AND PROFIT

ESTIMATE COMPETITORS
REACTION TO PRICING
STRATEGY

IS
PRICE LEVEL
ACCEPTABLE

NO

A

NO APPROPRIATE

A

ADJUSTMENT
E MAD

ASSESS IMPACT OF
PRODUCT PRICE ON COST
OF OTHER FIRM PRODUCTS

YES

IS PRICE
ADJUSTMENT
NEEDED

YES

MARKET PRODUCT AT
ESTABLISHED PRICE




79

THE PRICING DECISION MODEL
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CANADIAN ACCOUNTLIG RESEARCH AMD PUBLICATIONS

Comments by Gary L. Sundem

/

It is a pleasure to address you on the subject of Accounting Research
in Canada. However, I stand before you with some trepidation-- it is
always uncomfortable knowing less than one's audience about the subject
being discussed. I'm certain that is the case today, but I comfort myself
in the hope that as an outsider I can approach the subject from a perspective
that is different than that of most individuals in this room. I have never
attended or taught at a Canadian university and I am not a regular reader
of the Canadian accounting journals (though I occasionally read articles
in the CA Magazine and especially in Cost and Management when they are
recommended to me). Therefore, when I started my preparation for this talk
I had no preconceived notions as to what my conclusions would be. I maybe
should qualify that statement a little, in that I know and respect several
Canadian academicians. One was a valuable member of my dissertation
comnittee, I have interviewed several excellent faculty candidates when
they were looking for an academic position after graduating from a Ph.D.
program (and we have found it difficult to get a Canadian citizen to stay
in the U.S.), and several of our University of Washington Ph.D. graduates
(including 15 percent of those graduating ‘since I arrivédd) are now 'in
Canadian universities. Thus, I knew there were good accounting researchers
in Canada. But I had never drawn a.line along the border of the U.S. and
Canada and examined accounting research output on the north side of that
line compared to that on the south side. My purpose today is such a
comparison.

I should also preface my remarks with some indications of my biases
regarding accounting research. First, I differentiate between applied and
basic research. For purposes of my presentation today I will define basic
research as that published by The Accounting Review and Journal of
Accounting Research; applied research is that published by the Journal of
Accountancy, the CA Magazine Management Accounting, and Cost and Management.
Though this is by no means a perfect division, it will suffice for today's
discussion. I feel more qualified to judge basic research because that is
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where I have put most of my research effort, and I have had exposure to

a greal deal of this kind of research as Associate Editor of The Accounting
Review. On applied research, I further subdivide the field into managerial
and financial accounting. (I feel such a division usually is not appro-
priate for basic research.) Such a division 1s especially relevant when

a U.S. Citizen views Canadian research; applied financial accounting re-.
search is often unique to Canada while that in the managerial area is
generally applicable across borders. ‘I feel much more comfortable evaluating
managerial accounting research in Canada than financial accounting research;
not only is managerial my area of interest but it is also less dependent

on uniquely Canadian phenomena.

With these. preliminaries out of the way, let me begin by assessing
basic Canadian accounting research. Such research seems to be doing quite
well. It is relatively new, and it is in the midst of an explosive growth
cycle. I have examined The Accounting Review and the Journal of Accounting
Research over the past 12 years, and I was surprised by the proportion
of articles in the two journals authored by Canadians as well as by the
growth in Canadian articles over the l2-year period. In The Accounting
Review, 5 percent of the main articles in 1975 through 1978 were authored
by Canadians, compared to 3.5 percent in 1971 through 1974 and 2 percent in
1976 through 1970. (If this linear trend continues, Canadians will completely
take over The Accounting Review in the year 2231.) Since only 4 percent of
the membership of the American Accounting Association is Canadian, you are
currently publishing slightly more basic accounting research per capita than
your colleagues in the United States (or you have a smaller proportion of
accounting academics belonging to the American Accounting Association).

Statistics from the Journal of Accounting Research are even more

favorable to Canadian research. Before 1975 publication figures were
- similar to those of The Accounting Review; 2 percent of the articles

published between 1967 and 1970 and 4 percent of those between 1971 and 1974
were authored by Canadians. But in the period from 1975 through 1978, fully
11 percent of the JAR articles were written by Canadians. Included in this
period were two issues in which over 30 percent of the issue was Canadian
authored. So if the status of basic accounting research in Canada were
judged solely on the basis of the number of publications in the two major
basic accounting research journals, there is no question that it is doing
quite well.

- Another measure of quality of basic research might be the American
Accounting Association's competitive manuscript award. Since 1966 there
have been twenty-six manuscript awards given. Of the 26 award winners,
four (or 15 percent) are now teaching in Canada, though only two (or
8 percent) were in Canada at the time of the award. Yet, it is interesting
to note that the two winners who were at Canadian schools at the time of the
award were winners in 1976 and 1977, while winners in 1967 and 1968 were
subsequently attracted to Canadian universities after spending the initial
parts of their academic careers in the U.S. This further reinforces the
growing research competence and output in Canada.

At this time let me'give some of my subjeétive impressions of basic
accounting research in Canada and speculate briefly on possible reasons
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for its growth over the past decade and prospects over the next decade.

As I mentioned earlier, Canadian universities have a large number of

highly qualified researchers, and the basic research output that has

been generated is about what I would expect from those persons. Therefore,
the major reason for the upsurge in basic research has been the ability

of Canadian universities to attract highly talented and well-trained
faculty who are in the midst of their most productive years for research.

In the 1978-79 Prentice-Hall Accounting Faculty Directory, 53 percent of
the Canadian faculty listed have Ph.D's compared to 54 percent of the U.S.
faculty. This percentage has grown much faster in recent years in

Canadian universities than in U.S. universities. Thus, one reason for the
growth in Canadian research has been the growth in research training among
the faculty. Because of this growth, more Canadians are recent Ph.D.
graduates. than is the case in the U.S.; about 75 percent of the Canadian
faculty with Ph.D.'s received them since 1970, compared to under 60 percent
of U.S. Ph.D's. Because the years immediately after a Ph.D. program tend
to produce more published research than later years in one's career, this
has contributed also to the growth in Canadian research output. Finally
my personal experience tells me that Canadian universities have attracted
more than their share of the t __EDPh D.'s from U.S. doctoral programs. From
the University of Washington's perspective, not only have 15 percent of our
graduates gone to Canada, but we have tried hard to hire several outstanding
prospective faculty members who have ended up in Canadian universities.

This ability to hire quality Ph.D. graduates has added to the growth in
research.

Accepting the fact that Canada has attracted some excellent indi-
viduals in the prime of their research careets, another ingredient for
research output is the incentive and stimulation for creative research.
This is one area of concern I have regarding basic accounting research in
Canada. - It may be a concern because of lack of knowledge on my part, but
at least it warrants mention. Of the Ph.D's in Canada, 89 percent have
their degrees from U.S. universitites. Much of the increase in accounting
research has come from young faculty with U.S. research-influenced training.
Several of the major publications by Canadian faculty have been drawn from
their doctoral research stimulated by the U.S. Ph.D. program. Past growth
in Canadian creasing number of Canadian faculty members with recent Ph.D.
training in the U.S. I don't think this increase will continue. With
fewer new faculty publishing the results and spin-offs of their Ph.D.
research, it may be difficult to maintain growth (or even the status quo)
in basic accounting research in Canada. Development of more internal
stimuli may be necessary. Doctoral programs in Canada are currently few
in number and small in size; expansion of these may be warranted to provide
stimulus for research. Teaching loads must be kept within bounds to allow
the time for research. And to continue attracting and motivating top
quality faculty, the control system must support and reward basic research.
All in all, basic accounting research in Canada has the proper momentum;

I hope this momentum can be maintained, and with proper stimulus, support,
and rewards I think it can. But if the pressing problems of the day
direct attention away from research and toward only staffing classes to
meet the increasing demand for accounting instruction, the momentum could
easily be lost.

I have already warned you that I have less basis for judging applied
research, so I will take just a few moments to summarize my feelings. 1T
see little difference in quality between applied research in Canada and the
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U.S.; there is less in absolute quahtityAin Canada, but proportionafe
to the population or to the number of accounting researchers there is
probably more applied accounting research .in Canada than in the U.S.

one-third as many articles as Management Accounting, but more of them
are by academicians than are those in Management Ac¢counting (59 percent -
to 46 percent in 1977-78). Canadian academicians must compete with U.S.
academicians for publishing in Cost and Management; in fact, there are
slightly more articles by U.S. than Canadian academicians in Cost and
Management. Of the total articles in Cost and Management and Management
Accounting, 7 percent are by Canadian Academics, 42 percent by U.S.
Academics, 1 percent by other academics, and 50 percent by practitioners.
This seems to be a reasonable percentage for Canadian academics. An
additional factor indicating the common quality of applied managerial
accounting research in the U.S. and Canada is the increasing trend toward
joint sponsorship of research projects by the Society of Management
Accountants in Canada and the National Association of Accountants in the
Uu.s.

Applied financial accounting research in Canada is also comparable
in qualtiy and only slightly less in quantity than that in the U.S.
The CA Magazine is quite comparable to the Journal of Accountancy,
though it tends to have fewer articles by academcs. This may be due to
the institutional framework of financial accounting that to some extent
is uniqué to Canada and therefore not as easily researched by accounting
faculty who have their basic training in the U.S. A lower volume of
applied financial accounting research in Canada is part of the price paid
for importing Ph.D., graduates from U.S. universities. The research that
I have seen by the Canadian Institute of Chartered Accountants, though not
as voluminous as that by the AICPA in the U.S., is nevertheless of quite
high quality. The Canadian Institute seems to work quite closely with
some Canadian faculty, providing great opportunity for this applied
financial accounting research to have an impact.

In summary, I judge accounting research output in Canada to be in a
healthy state. The challenge is to keep up the level of output in the
face of a possible lessening of the direct stimulation of U.S. Ph.D.
programs. If Canadian universities can create the necessary internal
stimulus and reward for research, if they can continue to make research
time available to those faculty with the ability to do good research, and
it they can continue to attract the highly talented young faculty they
have been attracting, my prognosis is for continuing health in the years
to come. But these are large "ifs," and without attention to these matters,
accounting research in Canada could easily retreat to the state it was in
a decade ago. '

GS.ek
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CANADIAN ACCOUNTING RESEARCH;AND PUBLICATIONS

Comments by Don E, Shaw

Expertise in the accounting area is not one of my claims to fame.
My comments are not to be taken as representative of the viewpoints of
other deans, of deans of Canadian schools collectively, or as typical
of what a dean might think of accounting research activities. My comments
represent personal viewpoints, expressed for the purpose of generating
discussion.

This paper will raise some questions about the objectives of
accounting research in Canadian schools; the dean's role, as I see it,
with respect to accounting research; and, finally, the relationship of
a school's objectives to its reward system. The focus will be on personal
views which are intended to be descriptive of one dean's feelings on the
subject, and are not to be considered prescriptive for other people.

Spectrum of Professors' Activities

Accounting professors engage in one or more of four kinds of
activities: basic research, applied research, professional consultancy,
and dissemination of accounting knowledge. The dean's job is to build on
the strengths of individual professors. I do not accept the proposition
that every professor should be deeply involved in all or most of the
activities listed above. The dean's job, as I perceive it, is not to try
to fit every professor into the same mold; rather, it is to pursue the
appropriate mixture of objectives for the accounting unit by careful
selection of professors and by seeking to build on individual strengths
. in order to achieve the overall objectives of the unit. It follows from
this perception that the same mixture or range of outputs is not required
from each accounting professor. Rather, what is required is that the
accounting group, collectively, possesses and exercises the desired
capabilities in basic and applied research, consulting activities, and
teaching effectiveness.
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The professors' job can be considered in terms of a spectrum of
activities with basic research at one end and the dissemination of
knowledge at the other end.

Dissemination
Basic Research Applied Research Consulting of Knowledge
Pure Improve current practice Best of current
Esoteric Mundane , theory & practice
Seminal Empirical Extend audience
Theoretical - Pragmatically idealistic Pragmatic

Idealistic

The spectrum concept helps us to avoid dichotomizing research as
basic vs applied. Basic research and applied research are not mutually
exclusive. Note the terms on the spectrum that are associated with basic

research: ‘'pure," "esoteric," "seminal." "theoretical," and "idealistic."
If we consider applied research to fall toward the center of the spectrum
the terms that apply there might include: '"empirical," "proven current
practice," and 'pragmatically idealistic." At the right end of the

spectrum, dissemination of knowledge is described by terms such as ''the
application of the best of current theory and practice," "the desirability
of extending the knowledge to as wide an audience as possible,” and
"pragmatic.”" Basic and applied research are not mutually exclusive
activities; they are complementary, rather than competing, activities.

There is a close relationship between basic research and applied
research. Basic research performs the functions of initiating new ideas,
suggesting innovative approaches to problems, and developing testable
hypotheses about the relationships among accounting variables. Basic
research is concerned with the generation of new concepts. Applied research
is concerned with testing the hypotheses developed by the seminal researchers
in ways that will provide new inputs and additional refinements for the
basic research process, and improve professional practice in the future.
Moreover, some so-called consulting is really applied research. The
difference between the two is primarily one of immediacy and degree rather
than one of substance. As one moves from the left end of the spectrum --
basic research -- through applied research toward the right end of the
spectrum, the tendency is for the time horizon to become shorter. The
application of the concept to practice has more immediacy as one moves
toward the consultancy/teaching end of the spectrum. In addition to the
compression of the time horizon, there is also a tendency for the idealism
of the basic researcher to give way increasingly to the pragmatism of the
practitioner.* :

The key point is the necessity for balance among the various objectives
of accounting professors and of accounting units in this country. . For

*The terms "idealistic" and "pragmatic'" do not connote a heirarchy of values,
but are descriptive of different phases in the process of new knowledge
generation.
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example, if every school in Canada were to give top priority to basic
research in accounting, our total resources of accounting professors

would be misallocated. Indeed, it may well be that some smaller schools
(and possibly some larger ones as well) should attach a low priority to
basic research. For example, should five or six full-time accounting
professors in Regina be encouraged or required to devote a good deal of
their energies and abilities to the development of new concepts in
accounting? Or should they be devoting their time and energies to testing
concepts that have been developed by others, and to improving the practice
of accounting through more effective consulting and teaching activities?

Collectively, perhaps we should be thinking in terms of individual
centers of excellence in a limited range of accounting professors'
activities. There are relatively few accounting professors who have
the appropriate mix of interests and competence to devote most of their
time to seminal research, just as there are relatively few who are out-
standing teachers of accounting. Indeed, those who are outstanding
teachers have some obligation to extend their excellence to wider audiences.
They may be able to contribute most effectively by writing good textbooks,
thereby extending significantly the number of beneficiaries of their
outstanding teaching abilities.

There is a potentially synergistic relationship among the activities
carried out by university professors of accounting, which relationship may
be realized by encouraging individuals and schools to devote more time and
effort to the kinds of activities in which they have the most interest and

competence.

The Dean's Role in Research

~ The dean's role in research, as I view it, is to assist professors
individually and collectively in clarifying their objectives; to harness
the efforts of individuals and groups to reach their personal or group
objectives in a manner that will contribute most effectively to the
achievement of the objectives of the faculty; to create and maintain an
environment which is conducive to the attainment of specified goals; and
to relate the reward systems to the degree of attainment of the results
that are being sought.

There are many ways in which the environment in which professors
carry out their duties can be improved. The environmental factor that
offers the greatest promise of increasing the effectiveness with which
we use our professorial resources is a type of management by objectives
and results. Under this management style the dean (or other appropriate
person) negotiates an individual "contract'" with each professor concerning
" the individual's objectives and the results that he or she hopes to achieve.
This agreement reflects the wishes of the individual tempered, if necessary,
by the need for balance in the activities required to achieve the objectives
of the faculty or other organization unit.
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Environmental Conditions

Several environmental conditions are necessary for implementation
of this approach:

1. a high degree of mutual confidence and trust among the
academic staff; :

2. flexibility in the assignment of duties, which means
- rejection of the notion of a "standard teaching load";

3. rejection of a value-system that rates publication of basic
research findings in the “better scholarly journals' more
highly than publication of applied research findings in
"professional" journals, or publication of textbooks; and

4. a reward system based on objectives and results for
individuals, rather than a preconception of the ideal
accounting professor.

The establishment of these environmental conditions is difficult,
since some of them contradict the traditional value and reward systems
‘of universities. My experience at the University of Regina attests to
the difficulty, but it also demonstrates that the environment can be
changed significantly if one has the conviction and persistence to pursue
the changes in the face of sustained opposition from the traditiomal arts
and science faculties. The decentralization of career progress decisions
from the President's Office to the Dean's Office can facilitate the process
of change, provided that an effective consultation and appeals system
exists to prevent capricious actions by the dean.

The management by objectives and results approach is not necessarily
appropriate to all -- or even most -~ management or business schools, and
it is essential that one consider carefully its implications. Its means,
for example, that the truly outstanding university teacher of accounting
must be rewarded equitably as compared with the outstanding researcher/
publisher.

Conclusion

Given the constraints of professioral resource endowments, the
objectives -- results -- rewards model as sketeched out in this paper
is one approach that can be employed in some environments to achieve an
improved allocation of those resources in the pursuit of specified
organizational objectives. The main strength of the system is that it
builds on the strengths of individuals in pursuit of the collective
goals of the organizational unit.
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CANADIAN'ACCOUNTING'RESEARCH AND PUBLICATIONS

Comments by P; Howard LyOns

Nine years ago Al Rosen stood before a group of accounting educators
in Banff, Alberta and said "There is no accounting research being done in
Canada today.”" You will not be surprised to hear that he successfully
defended this thesis, although there was some conflict over the definition
of "accounting research".

Regardless of what we mean by 'research", I believe there is more of
it now than then. However, I suspect Gary Sundem has today been overly
.generous to us in the statistics he has quoted. Our story would be less
encouraging if we were able to isolate the purely Canadian content in the
writings to which he has referred. As it stands, we have been credited
with the overflow from a U.S. education, set down in writing by a repatriated,
or even newly patriated, Canadian scholar.

But if we should not praise Canadian research effort unduly, neither
should we bury it. Why not think about how we could do better?

' I start with many assumptions, mostly unstated. One that is explicit
is that the accountant outside of academia wants applied research, not

basic.

I believe the staff of the CA Magazine has a pretty good handle on
the market. The new editor has made the policy of that magazine very
clear: '

"If we have an editorial bias, it is toward the practical -
to concise articles of immediate relevance or applicability.”

. and further

" .. although we recognize the value of theoretical

discussions and research findings, we tend to favour
only those that will be of some practical value to a
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significant number of our readers."

Whether or not you agree with that policy, it is clear that the CA
Magazine is not intended to be the Accounting Review of Canadd. However,
within this general policy there should be space for an occasional
article that is academically rigorous - and there might be more room if
third rate U.S. rejects were excluded. But even if an article is practical
and down to earth, it should be academically sound.

So there does seem to be a market for such writings. A warning -
they should be in plain accountants' language and the research work
should include practical exposure to the accounting mill.

On the language aspect, I've selected two anecdotes. In 1972, an
article in the CA Magazine contained two footnotes, each of which contained
a formula, sigma and all. The two formulae were not necessary or useful.
The text in essence said, quite simply, "Add column 4 and divide by the
number of years," and secondly, '"Do the same thing, but ignore the minus
signs. : ' '

My second example of non-communication leads to more serious
consequences. In September, 1978 an AAA subcommittee sent to the Inter-
national Accounting Standards Committee a response to its Exposure Draft
13, "Accounting for Taxes on Income'.

First you must know that the exposure draft was 12 pages long. The
response was 79 pages, not counting the bibliography of 20 pages. The
first page of the response acknowledged what we all know - that the TASC
has the job of publishing basic standards of sufficient generality that
they can be accorded worldwide acceptance.

Nevertheless, the response goes on to survey the literature; to
summarize, evaluate and interpret relevant conceptual and empirical
research; and on from there. It must be evident that the document had
not been designed with its intended audience in mind.

In case it is not evident, I'll ask you to visualize the IASC
Board, with its members from France, Germany, USA, Canada, Netherlands,
. Mexico, Japan, and elsewhere. Now try not to smile as you think of them
mulling over things like this:

"However, the adjustments ... utilized for changes over
time in relative risks for non-stationarity have been
criticized ... as ad hoc." p. 63

I would guess this AAA response had zero impact. In view of the
investment of time by a distinguished committee, and out-of-pocket cost
for travel and meeting expenses, plus paper and the like, the cost/benefit
ratio appears to be rather low.

Even if research results are in plain language, behind it should be
exposure to the real world - not using undergraduate students as surrogates
for partners in accounting firms or hamsters for business decision makers.
I would like to see more academics spending summers and sabbaticals in the
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offices of accounting firms. How problems arise and how they are resolved
would be marvelous input to the research process. More to the point, this
background would make published results more plausible to the accountant
in the street.

Are there really opportunities to do this? Do the firms open
their doors and files - do they open -their pocketbooks? Yes they do,
but perhaps not often enough. What prevents more frequent cross--
fertilization? I can only guess.

Some firms may be reluctant to expose their internal machinery
to the gaze of an outsider. I hope this reluctance will diminish as the
machinery becomes more attractive, and also as some academics come back
to the firms as full-time employees and partners. It is surprising how
well these strange people behave. They're just like real people. '
Familiarity may help. :

More .than that, though, I think you must sell them a product of some
kind. This can occur through negotiation and, I suggest, compromise. The
firm shouldn't expect to be able to tell a mature academic much about
researching. On the other hand, they will have to be interested in the
subject of the research - they may even want to prescribe it.

Why not? It is unlikely their needs will be trivial. So the
academic should relax the constraint of his academic freedom a little - at
least as far as subject is concerned. For one thing, more of you could
take on auditing as a subject of serious study. It is complex, deep and
full of unresolved questions - and the preponderance of problems in firms
have strong auditing implications.

. I believe I can give you another good lead. I believe many firms
have unsatisfied needs for research related to specific industries.
Although we have always heard from clients that each industry has special
problems, we are more and more coming to believe it. Even in firms with
well-developed industry specialization, the need is there. The more you
. learn, the more you find there is yet to learn.

~ Don't ignore another kind of specialization. I was pleased to note
in the informative CAAA Survey on Research Interests, put out recently by
Professor Prentice of the University of Calgary, such items as "Small
Business MIS", "Financial Reporting for Small Business" and "Auditing
- (particularly as applied to private businesses)'". This is a growth market
for the accounting firms and it should be for researchers as well. A
significant unresolved question of current interest is whether there should
be different GAAP for small business and whether it makes a difference if
the business is not publicly owned. I believe we need to get together on
this.

What I've said about research in firms applies partially to work
for the CICA and other accounting organizations. If they are confident
that you will perform well for them, producing timely and relevant work,
they will fight to give you assignments.

A current example of an excellent combination of resources is the
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work Ross Archibald is doing on pension aecounting.  He has been’
working at Price Waterhouse on a CICA study.

Another warning, however, many worthwhile projects need more than a
year of concentrated effort. Thus, it is essential to plan carefully to
provide for completion after your return to campus.

In all of this, I don't want to suggest that basic research is not
needed. On the contrary, it must be in place before applied research can
start. If the market for applied research expands, it is reasonable to
expect that for basic research will do so also.

Unfortunately, we don't have a regular outlet for research results
in Canada, and the magazines available have a particularly limited capacity
.to absorb basic research reports. Can't we afford a journal?

Even if we can't, is there some way that research results can be
made more easily retrievable in this country? One solution might be a
repository of such results, regardless of where they may have been published.
Perhaps some of this already exists, but I don't know about it. Another
solution might be a Canadian Abstract of Accounting and Auditing Literature
If this included working papers and progress reports, as well as unpublished
material, it would be possible to find out something of what is going on.
What we need is a way of delving into the research we have. At present it
seems to me that it would be aresearch project just to find out what research
1s going on.

My last words pick up a thread from Dean Shaw's remarks. When reports
appear on applied research, give them a chance. Give them the same serious
study you would basic research. Accord them the same status, and of
course, attack them just as hard.
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ASAC 1979 Conference Art Guthrie
University of Saskatchewan Department of Economics
and Commerce
Simon Fraser University
Burnaby, B.C.

THE PROFESSIONAL SCHOOLS OF ACCOUNTANCY PROPOSAL: REACTION BY
PRACTITIONERS, EDUCATORS AND STUDENTS . *

‘There is a continuing debate within the Canadian accounting profession
over the pros and cons of following the United States lead in establishing
professional accounting faculties in our universities. The importance of
this issue is evident from the Adams Report (1), wherein (item 14, p.62) it
is suggested that there be established "a number of professional schools of
accountancy, each attached to a university'". The issue is raised again by -

- Rosen (8) when he recommends (#10, p.34) that the profession "ask itself
whether it might be a good idea to establish several professional schools of
accountancy across the country" and then goes on to imply that it might indeed
be a good idea. This is a report on a brief study of one aspect of the pro-
fessional schools question. I do not weigh the theoretical (or practical) pros
and cons of a professional accounting school (accounting faculty in Canadian
terms), nor do I explore the alternate organizational and program structures of
such a school. Rather, I report on the attitudes and oﬁinions of accounting
educators, recent C.A. finalists, articled students, and "non-C.A." professional
accountants concerning the establishment of professional faculties of  accounting
in Canada. The results, though limited in nature and scope, should be useful
data for any thorough study of professional accounting education in Canada.

Background: What We Know Now

In the Summer of 1977, a study was conducted to obtain opinions from
accounting practitioners on the advisability of establishing a separate, pro-
fessional Faculty of Accounting in British Columbia (5). At that time, the
accounting education situation in other countries was examined; in particular,
the move to professional schools of accounting by some U.S. universities.
Based on the apparent key factors from other countries, an interview question-
naire was developed and interviews conducted with nineteen practicing B.C.
Chartered Accountants. Although the number of interviews was small, the
individuals contacted represented the firms who hire the majority of B.C.
students seeking the C.A. designation.

1]

It was clear from the 1977 interviews that there was not an articulated
demand for the establishment of a Faculty of Accounting in B.C. Although
there were criticisms of the existing processes of preparation of students for
the profession, it was not deemed necessary, by most of the responding firm
representatives, to move to a professional Faculty of Accounting. The reason-
ing behind this general opinion was explained in the research report by
reference to the apparent critical issues which would have to be resolved
before a professional faculty could be established. (These issues will be

* This study was financed by the B.C. Ministry of Labour, Summer Employment
Program (1978) and researched by Judy Wone. Derrick Smith read the original
paper and made valuable comments.
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described below.)

In analysing the 1977 interview data, a disturbing anomaly was identi-
fied. Firm representatives expressed widely divergent opinions on the techni-
cian versus generalist goals of accounting education programs. On the one
hand, a number of complaints were expressed about the poor practical and
technical accounting preparation gained by students graduating from Simon
Fraser University, the University of B.C. and other universities with which the
respondents were familiar. On top of the demand for more technical "drill",
there were suggestions that the course-work and examinations then undertaken
by the Institute be shifted to the universities. On the other hand, many
requests were made for a broad-based, generalist training for students. In
particular, a need for students who could communicate well was often articu-
lated and many complaints were expressed about university graduates' poor
communication skills. It was apparent to the researchers that there was con-
siderable confusion among the respondents as to the real role of the university
education as preparation for the profession. In true academic fashion the
researchers called for more research to resolve the "objectives of education"
issue. This present study is only a modest contribution to an in-depth study
of accounting education; a study that is so necessary for Canada.

Before presenting the details of the present study, brief reference
should be made to two U.S.-based academic studies on professional schools of
accounting. The study by Bremser, Brenner and Dascher, published in 1977 (2),
reported on the attitudes and perceptions of accounting department chairpersons
and college of business deans regarding the advantages and disadvantages of a
professional school of accountancy at their respective institutions. The
rationale for exploring such attitudes was that, since the professional school
concept would alter the departmental relationships within colleges of business,
it was important to measure the "efficacy of the concept from those directly
involved in existing and proposed administrative hierarchies'" (p.466). As
might be expected (and as predicted by the researchers), the accounting chair-
persons favored the professional school concept and the deans did not. One
conclusion drawn was that those desiring to establish professional schools at
universities can expect '"considerable administrative resistance' and,
accordingly, 'serious commitment of support" (p.473) would be essential. That
is, deans and others in positions of power in the established universities
would resist the change.

Rayburn and Bonfield's more recent study (7) employed the semantic
differential technique. The report supported the Bremser et al findings that
deans were unfavorable and that accounting chairpersons were favorable to the
professional school concept. In addition, Rayburn and Bonfield tested four
other groups, with the following results:

(1) Accounting faculty members: favorable;
(2) Non-accounting business school faculty members: unfavorable;

(3) Practitioners from the eight largest (U.S.) public accounting
firms: favorable;

(4) Students from three (U.S.) universities in non-~accounting
junior-level courses: favorable.
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The Rayburn and Bonfield study was published after our Canadian study was in
progress and, therefore, had no impact on the design or methodology of the
present project.

To summarize, the u.s. empirical data presents the following (intuit-
ively obvious?) picture:

~ Accounting practitioners, faculty and students favor the establish-
ment of professional schools.

-~ Deans and non-accounting faculty of business schools do not favor
the establishment of professional schools.

It is by no means evident that attitudes in Canada will be the same. On top

of all the other national differences, the professional school is an estab-
lished fact in the U.S.A., but only a vague proposal in Canada.

What This Study Does

Data was gathered from Canadian accounting educators, professionals,
and students using the same survey instrument as that used by Bremser et al.
The questionnaire is not attached, because the questions are reproduced in
thestudy reportand reader can refer to the original source (2). In the
questionnaire, issues concerning professional accounting schools are grouped
into four categories:

(1) Autonomy over the accounting program,
(2) Academic identity of the accounting program,

(3) Relationships with practitioners,

(4) Factors deterriqg from the establishment of faculties of
professional accounting.

For each category, a number of statements were presented and respondents were
asked, first, to indicate their agreement or disagreement, as measured on a
five point scale:

Strongly . Strongly
Agree Agree Undecided Disagree Disagree
5 4 3 2 1

Secondly, respondents were asked to indicate the importance of each statement,
again on a five-point scale:

Somewhat " Somewhat )
Important - Important Undecided Unimportant Unimportant

5 ' 4 3 2 1



87

The decision to replicate the Bremser et al methodology in a Canadian setting
was made on two counts. First, the method and instrument had a certain face
validity (published in The Accounting Review!) and adoption saved much time
and money. Second, the factors concerning professional accounting schools
which are measured by Bremser et al are consistent with factors found to be
relevant in the 1977 B.C. study (5). These factors will be explained below,
when the responses are analysed.

As has been mentioned, responses were gathered from four separate
groups: accounting educators, practising C.A.'s, articled students, and non-
C.A. accounting professionals. Accounting educators were chosen for the study
because they are directly involved in the process and the professional school
concept would most directly affect their lives. Also, Canadian results could
be compared to the U.S. results discussed above. Questionnaires, accompanying
letters and return envelopes were sent to each person on the roster of the
Canadian Academic Accounting Association (CAAA) who appeared to be a full-time
university or college instructor. (See the studyreport for a tabulation of the
mail-out and responses.) Although I have no figures to verify my positiom, I
feel that the proportion of educators reporting a professional accounting
‘designation (87%) is much higher than that in the population of accounting
educators as a whole; that is, faculty responding to the survey tended to be
those with professional designations. Accordingly, summarized educator
opinions should be interpreted with care.

In contrast to the cross—-Canada coverage of accounting educators, the
survey of the other three groups was confined to British Columbia. The B.C.
Institute office provided names and addresses of C.A.'s who had received their
designation in 1976 and 1977 and who still resided in British Columbia. The
rationale for surveying recent 'graduates" was that they would be familiar
with the current education process and, having just come 'through the mill",
would be sufficiently interested in changes to the process to make the effort
of responding.

Also, the B.C. Institute office supplied information to enable the
drawing of a random sample of 125 articled students. Articled students were
chosen for study because they had an established commitment to the institute,
a current knowledge of the university situation, and yet were still "in the
mill" of the C.A. education process. However, the commitment and interest
expected of the articled students was not demonstrated because, of the 125
students surveyed, only 34 returned completed questionnaires!

Finally, a small number of B.C. C.G.A.'s and R.I.A.'s were surveyed.

The reason for including C.G.A.'s and R.I.A.'s in the study was because their
opinions might well influence the university accounting education picture in
Canada. All of the foregoing discussions on professional faculties of account-
ing at universities are couched in terms of C.A. education, because the C.A.'s
have the university degree prerequisite and the C.G.A.'s and R.I.A.'s do not.
If it were decided that professional schools would upgrade a C.A.'s education,
it could be concluded that professional schools would downgrade a C.G.A.'s or
R.I.A.'s education, relatively speaking. If such were concluded, then it might
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seem reasonable that C.G.A.'s and R.I.A.'s would operate as a negative
influence on the establishment of professional schools. To gather C.G.A. and
R.I.A. attitudes, it was decided to survey the B.C. Board or Council members
and members of the provincial education committees. These select C.G.A.'s
and R.I.A.'s could be expected to have a knowledge of and interest in pro-
fessional accounting education in Canada. The B.C. offices of the C.G.A.'s
and R.I.A.'s supplied the relevant names and addresses. The C.G.A.'s and
R.I.A.'s were grouped together because of the small number of responses and,
of course, due care should be taken in generalizing from their responses.

To summarize, the survey mail-out and responses were as follows:

Respondents Mailed out Response Response Rate
Educators 145 68 46.9%
C.A.'s 185 74 40.07
C.A. students 125 34 27.2%
C.G.A.'s & R.I.A.'s 41 17 41.5%
Total: 496 193 38.9%

In the analyses which follow, these four groups are discussed séparately for
comparison and evaluation.

What the Respondents Said

The following analyses are broken down into two sections. In the first
section, the respondents' agreement-disagreement with the professional faculty
issues covered under the four categories is examined. In the second section,
the respondents' assessment of the importance of the issues is discussed.

Section I: Agreement with Issues

(1) Autonomy

In discussions favoring the establishment of professional faculties of
accounting, autonomy over the accounting program is often cited as a key
reason for the move. The first section of the questionnaire presented state-
ments about autonomy (over accounting curriculum, admissions and staffing).
The results were analyzed and are discussed both as a percentage
distribution of the number of respondents in each of the agree-disagree classes,
and as the average score for all responses, using the 5 to 1 scale explained
above. Using the chi-square testl, the distributions of scores of the groups
were tested and the differences were found to be insignificant. (That is, the
average scores for the groups were essentially the same as simple inspection
seemed to indicate) The average score of close to four indicates general agree-
ment with the statements that a professional faculty will provide for more
autonomy.

1 Because of small cell sizes, two concessions were made in the chi-square
testing: (1) the C.G.A.'s and R.I.A.'s were not included in the test, and
(2) the two extremes of the scale were merged with their adjoining classes,
so that the scale tested was "agree'", "undecided", '"disagree".
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(2) Identity

A unique identity for accounting as an academic discipline is often
cited as ‘the main advantage of a professional faculty. Identification with a
faculty (as in Law, Medicine, Engineering, etc.) is said by propoments to
engender advantages to the education and research processes, and to the
faculty and the students. Certainly this identity factor was often mentioned
in the 1977 B.C. interviews discussed above. The second section of the
questionnaire listed five factors related to identity and, respondents
tended to be undecided to slightly positive about the statements.
Again, the differences between the the groups were not statistically
significant. Respondents had some troubles answering this section of the
questionnaire. The first statement (2a) was difficult to answer unless the
respondent believed that accounting as an academic discipline was declining.
The second statement (2b) probably had little meaning to non-educators and
(like 2a) was difficult to answer unless the respondent agreed with the state-
ment. The scores are presented for completeness, but I believe that the
results for 2a and 2b wererelatively meaningless. Also, comments made on some
questionnaires indicated that, by part 2 of the form, some educator-
respondents were becoming upset at an apparent bias in the statements (favoring
professional faculties). These comments will be discussed below.

(3) Relationships with practitioners

It has often been said that closer relationships between practitioners
and academics should be established (for example, see Adams [1] and Rosen [8]).
A potential route to these closer relationships could be the establishment of
professional faculties of accounting. The third section of the questionnaire
contained two statements on the relationships between practitioners and
academics and one on the impact of professional faculties on student attitudes.
The results were analyzed as above and, for this section, the differ-
ences between the groups is statistically significant (at the .05 level). The
average scores indicate that the educators agree that a faculty of accounting
would improve practitioner-educator relationships and student attitudes. The
C.A.'s and students also tend to agree, but significantly less strongly. The
answers to the third statement (3c) are probably not useful because the state-
ment is so poorly worded.

(4) Deterring Factors

The last section of the questionnaire contained three statements which
have been identified as deterrents to the establishment of professional
faculties at universities. The results, are discussed below but are subject
to an important qualification. The questionnaire sent to the educators con-
tained an error in that "determining'" was used in place of '"deterring'. It is
unclear as to how many noticed the error or were mislead by it, but the
educators' agreement on all three statements is suspect. The chi-square test
indicated that the educators' scores were significantly different (at the .05
level) from the accountants' and students' scores. The educators seemed to
believe that the organizational structure of the university would have a
deterring effect on the establishment of professional faculties, whereas the
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other groups did not believe this was & problem. All four groups tended to
agree that financial consequences and the possible decrease in interaction of
accounting with other business disciplines were factors which could deter a
professional faculty. However, the educators' level of agreement was signi-
ficantly stronger than the C.A.'s and students' levels.

To summarize this section, the respondents' views of the issues seem to
be somewhat favorable towards professional faculties of accounting. On the
autonomy issues, the average scores were close to four (i.e., "agree") and, on
the identity and relationships issues, the average scores were close to three
(i.e., "undecided") but slightly in the "agreement'" direction. The respondents
(at least, the professionals) on the average tended to be undecided as to
whether the three deterring factors were important. In general, all the
Canadian scores were very similar to the scores given by the U.S. accounting
chairpersons in the Bremser et al study (2).

[

Section 2: Importance of Issues

"The respondents’' perceptionof the importance of a factor is of interest
because whether one agrees or disagrees is only relevant if the factor is of
importance. The level of importance can be imputed from the five point scale
by concluding that, if 3 is "undecided", then an average score below 3 denotes
an unimportant item and an average score above 3 denotes an important item.

On that basis, only item 4b (effect on the organization structure of the
university) was judged to be unimportant by the C.A.'s, students, C.G.A.'s and
R.I.A.'s. No items were judged unimportant by the educators. Each group
scored several items as "somewhat important" (i.e.,an average score of 4 or
over). The absolute importance analysis can be carried only so far and the
relative importance or priority ranking is more useful for analysis. Analysiswas
by a ranking of the importance scores for each questionnaire item, with "1"
being the most important (i.e., the highest overall score). The items are
sequenced in the educators' priority (for the simple reason that the educators
were the first group tabulated). Before discussing these rankings, it should
be noted that at least the first five items for each group were scored as
"quite important" (i.e., average scores of close to 4).

There is a surprising agreement among the four groups on the most
important item, "A closer relationship with practitioners". This Canadian
result is interesting, because the Bremser, et al U.S. results placed this
item low in rank. The second item, "Decreased interaction among disciplines"
is ranked as much less important by practitioners and students than by
educators. This result is not surprising because only educators would be
directly concerned with interdisciplinary interaction. The 4th educator item,
"Generous support of practitioners", is ranked as relatively unimportant by
practitioners and students. Whether professionals do not appreciate
universities' financial needs or whether the educators are engaging in "wish-
ful thinking" is unclear. Wishful thinking perhaps explains why the students
ranked "Attracting higher quality faculty" first! -

Another interesting difference between professional and educator
rankings is found in the eighth item, "Autonomy over curriculum". The
educators' lower ranking may be explained by their perception that they
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already have considerable autonomy in curriculum matters. The U.S. rankings
were similar to the student and professional rankings for this item. The
tenth item, "Autonomy over admissions", is ranked relatively low by all four
groups. However, in the Bremser et al study, this item was ranked as most
important by the U.S. accounting chairpersons. Apparently, the U.S.
respondents feel more strongly about screening and admissions than do the
Canadian respondents. This result is interesting because some Canadian
writers (see Rosen [8]) maintain that poor screening is a serious problem in
accounting education.

Respondents' Comments — Professorial Paranoia?

A number of respondents wrote interesting comments on the question-
naires. Fifteen practitioners commented on the accounting education process,
three recommending some form of intermittent work-study system (similar to the
Waterloo University model). Nine practitioners commented on the need for a
broad, liberal education and generally felt that a professional faculty might
move education in the wrong (technical) direction.

Perhaps characteristically, the educators made no comments on the
issues but tended to critique the study methodology. Al Rosen (previously
referenced) dropped a note to point out that his research indicated that
answers would vary according to the respondents' perception of what form the
professional school program might take (five-year school, graduate school, etc.).
His contention was supported by three academics who claimed that they could not
complete the questionnaire unless the specifics of the professional faculty
program were explicitly given. At least eight educators did not like the
questionnaire format, making uncomplimentary remarks like: '

- "I don't think much of your questionnaire!"

- "Can't answer importance because I don't know importance to me.
My own view is strongly opposed to creation of prof. schools of
accountancy."

Finally, and most interesting, were the expressions of concern that the
study questionnaire was biased; expressions which ranged from the reasonable:

- "The designer of this questionnaire seems biased toward professional
schools, and I doubt the validity of the results."

- "I have a feeling also that the questionnaire is somewhat 'loaded'
towards preference for a professional school of accountancy."

to expressions which seemed almost paranoid in their intensity:
- "I have no interest in participating in a biased survey."
- "This questionnaire is completely biased towards a professional
school of accounting. The position of remaining within the Fac.

of Bus. is not presented. I simply cannot fill out the question-
naire due to such extreme bias."
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These comments should be evaluated in the context that the questionnaire was
a direct replication of the U.S. study, published in 1977 and quoted in the
letter which accompanied the questionnaire. There is no evidence of such
reactions by respondents or readers of the U.S. study and article. Certainly,
some of these comments are reinforcement for Bremser et al's previously noted
warning that any move to professional faculties of accounting will encounter
some institutional resistance. :

Summary and Conclusions

The recent surge of interest in the establishment of professional
faculties of accounting indicates that the topic is worthy of investigation.
The study described here was a "quick and dirty" attempt to gather data by
simply replicating a recent U.S. study. Data on attitudes was sought from
accounting educators, recently qualified C.A.'s articled C.A. students and
some non-C.A. accounting professionals.

Analysis of the survey results indicates a general agreement with
statements about autonomy of programs, identity with the profession, and
practitioner-educator relationships; statements which are favorable to the
establishment of professional faculties of accounting. The levels of agree-
ment about factors which would deter such faculty establishment indicate that
the deterring factors are not considered too important. ' These results are
consistent with the 1977 B.C. interviews which indicate that, among C.A.'
there is no widespread resistance to professional faculties of accounting.
This study extends the conclusion to cover educators and C.A.students. While
there is no widespread resistance, neither is there any compelling demand for
professional faculties. Perhaps the relatively low response rate to the survey
is indicative of a lack of excitement about the issue.

Analysis of the relative importance of issues reveals considerable
diversity among the four groups (educators, C.A.'s, students, non-C.A.'s)
surveyed. All groups agreed that "A closer relationship with practitioners"
is a most important factor in the professional faculty issue; however, sub-
sequent rankings vary between groups. Educators ranked as the second most
important factor, 'decreased interaction among disciplines", but for the other
groups, this deterring factor is rather low in importance. Practitioners rank
"Autonomy over curriculum" as relatively very importamt, but educators do not.

Comments on the questionnaire are (as usual) indicative of extreme
views. Comments by some educators suggest that any move to professional
faculties of accounting will meet serious resistance in some quarters of the
university establishment. Couple these institutional constraints with the
"luke-warm" attitudes of practitioners, and my prognosis as to. the likelihood
of professional faculties of accounting in Canadian universities would be,
"Don't hold your breath!"
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A FRAMEVIORK FOR EXAMINING THE RELATIONSHIP
BETWEEN ACCOUNTING INFORMATION AND HUMAN BEHAVIOR

by Professor V. Bruce Irvine

The past decade may be characterized as one in which accountants
have become increasingly interested in the usefulness of behavioral
sciences concepts as a mechanism for addressing many important accounting
issues. The growing concern by accountants over the impact of their
information on the behavior of users has served as a primary impetus
in the search for theories and research that will help to better under-
stand, describe and predict the consequences of our measurement, identifi-
cation and reporting activities. Many conceptual and empirical publications
have appeared in the accounting literature which utilize behavioral
sciences concepts to examine such phenomena as the effect on investment
decisions of switching from an historical cost to a current replacement
- cost base of reporting, the relationship of budget pressure to management
behavior, the impact of tax incentives on investment decisions and the
consequences of audit committees on the behavior of operating management.
From the growing number of behavioral based studies, it is evident that
an understanding of relationships between accounting activity and behavior
has relevance regardless of whether we are concerned with financial,
management, or tax accounting issues.

The purpose of this paper is not to add to the number of empirical
studies on the behavioral implications of accounting, rather the intention
is to present a conceptual framework drawn from the behavioral sciences that
can be of use to accountants in:

(1) understanding the linkage between accounting information and
behavior,

(2) assessing the potential impact of aécounting information on
behavior of users,
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(3) deriving a comprehensive basis for assessing and understanding
the results and implications of behavioral research in
accounting,

(4) formulating research studies on the effect of accounting
information on behavior,

(5) understanding why legitimate theories and alternative
measurement bases may not quickly find their way into
practice, and

(6) improving instfucting in accounting.

This will be accomplished by examining the relationship between
accounting and behavior, identifying a conceptual framework based on
motivation theories and utilizing this framework to assess some
particular accounting issues.

THE RELATIONSHIP BETWEEN ACCOUNTING AND BEHAVIOR

The iinkage of accounting and behavior may be derived by examining
the definition of each.

There is not a consensus among psychologists as to an exact definition
of behavior although it is generally concluded that behavior may be broadly
defined as ways in which an organism (person) acts to satisfy its own needs
and to meet the demands of the environment (Wolman, 1973).

Accounting has been defined as:

... the process of identifying, measuring and communicating
economic information to permit informed judgements and decisions
by users of the information (American Accounting Association,page 1)

Given that behavior is activity of an organism it is clear that
decisions would be included as behavior. Within the definition of accounting
there are two loci of behavior. First, the accountant makes decisions with
regard to what is to be identified, how it is to be measured and what and
how it is to be communicated. Second, the user makes decisions ' as a result
of the impact of the information communicated. Indeed, a legitimate inter-
pretation of this definition of accounting would be that its purpose is to
influence the behavior of the users. If there were no users of accounting
information, there would no longer be any need for accounting.

Having established that behavior is an important aspect of which
accountants should be aware, it is reasonable to address the question of
what is the process by which accountants and accounting information can
influence behavior. An answer may be found by considering some behavioral
models.

One such model proposes that behavior may be explained as being a
consequence of stimuli acting on the individual (Skinner). A basic
representation of this behavioralist approach is given below:
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Stimulus » Response (Behavior).

Consequently, accounting information would serve as a stimulus and

would be expected to elicit behavior of some sort. For example, we may
wish to investigate whether a change from historical cost to current
replacement cost accounting would influence the decisions ™ (behavior) of -
investors. We may then provide one group of investors with historical
cost information on two or more companies and another group of investors
with current replacement cost data on the same companies and see if their
investment decisions differed. If a difference existed, we may conclude
that the accountant's decision of which measurement base to use can
influence the behavior of the user of the information. Seldom, however,
would the results be clear cut as it is likely that different individuals
in different groups would make different decisions.. To explain this
possible result, it is desirable to consider an alternative behavioral
model which is referred to as the social learning theory approach (Bandura).

A crude representation of this alternative model is:

Stimulus — 3 Organism ———) Response
(Accounting’ (Person) (Behavior)
Information)

The addition of the organism indicates that there is a cognitive
process within an individual which mediates any relationship between a
stimulus and response. There are many factors affecting the cognitive
process (other environmental and social stimuli, self controls, person-
ality, cultural background, experience, etc.) which will affect the
individual's perception of the accounting stimulus (whether pays any
attention to it or not) and its influence on his or her behavior.

It is the writer's opinion that this latter model has greater
applicability to examining the relationship between accounting and
behavior. This, however, creates the need for a far more complex approach
to analysing the impact of accounting information on behavior. Specifically,
it means that one must consider other stimuli in an individual's environ-
ment and have some ideas about the cognitive process by which individuals
put all of these things together when deciding what to do. Motivation
theories provide some insights into the nature of this cognitive process .
and can be used fruitfully to assess the behavioral aspects of accounting
activities.

MOTIVATION

Motivation has been defined as:

.+« an inner state that energizes, activites, or
moves ... directs or channels bechavior toward goals.
In short, a motive results in and hence can be
inferred from purposive means- end behavior (Berelson
and Steiner, page 240).

Motivation, therefore, refers to a process that is internal to the individual.
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' The consequence of motivation is the individual's behavior.

Many theories exist which deal with various aspects of motivation
(meaning that no one theory adequately covers all aspects of motivation.
‘Campbell et al. have classified these theories into two types; content
and process. Content theories examine what it is within the individual
or his environment that energizes and maintains behavior. As such they
concentrate on specifying variables (needs, rewards) or importance to
motivation rather than describing interactions among these variables.
Examples of content theories are needs theory (Murray; McClelland and
Atkinson), the human needs hierarchy(Maslow) and two-factor theory
(Herzberg). Process theories attempt to explain and describe the
process (ways in which variables interact) of how behavior is energized,
directed and sustained or eliminated. Examples would be drive x habit
theory (Hull), equity theory (Adams), expectancy (or goal-path) theory
(Vroom; house) and the law of effect (Thorndike).

In understanding motivation as it relates to accounting stimuli,
it is necessary for accountants to be aware of the importance variables
(content aspects) being dealt with and the process by which these
variables may influence behavior. It is probable that accountants
have a fairly good understanding of content aspects but to be less
familiar with the process theories. Therefore, it will be useful to
examine this latter group and determine their usefulness in assessing
accounting and accountants' activity. : o

Motivation has to do with three aspects of behavior: arousal or
energizing, direction and maintenance (Campbell et al., page 340).
Arousal occurs when there is a discrepancy between a condition an
- individual perceives to exist and one that should or could exist. This

discrepancy creates tension and the individual is motivated to reduce
the tension. For example, a supervisor may believe he is performing -
his job adequately but accounting measures of performance suggest
otherwise thereby creating a state of anxiety. Given this state of
arousal, the individual then chooses from alternative courses of action
perceived as being capable of reducing the tension. As a result of
this choice, behavior is directed. In the example, the supervisor may
. 1dentify -such alternatives as working harder, ignoring the performance
report or quitting. After assessing these, his behavior would be
directed by the choice made. Whether the behavior chosen will increase,
remain stable or decrease over time is related to the maintenance
aspect of motivation. Quite obviously, the arousal, direction and
maintenance stages are sequential. For example, one cannot choose .a
course of action if there is no arousal to do so.

The process theories are of use because they suggest the cognitive
process that an individual goes through with respect to these three
aspects. Although most of these theories have something to say about
all three aspects, each can be associated primarily with one aspect as
depicted below:
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Motivational Aspects of Behavior:

Arousal Direction : Maintenance
Theory: Equity Theory Expectancy (Goal- Law of Effect
Path Theory)

In addition to the sequential relationship among the three aspects, the
broken line indicates that the process is repetitive in that future
behavior is influenced by what has happened in the past.

Equity Theory

A primary contribution of equity (or inequity) theory is that it
specifies a general framework to help explain and understand those situa-
tions which create tension within an individual. As such, its basic
contribution lies in the area of arousal. The theory states that
arousal occurs when an individudl perceives a discrepancy between a
condition that should or could exist and the condition that is perceived
to exist. Specifically, an individual conceptually constructs a ratio of
perceived outcomes to perceived inputs regarding a state or situation.

This ratio is compared to a similarly constructed ratio of outcomes to
inputs based on what the individual perceives should or could exist.

This later "comparison" ratio is established by assessing some "relevant
other" person, from past experience, or by some self-belief or suggestions
of others as to what should be. If the existing ratio is not in equilibrium
with this comparison ratio, tension or anxiety exists and the individual is
motivated (aroused) to do something to reduce the tension. The theory

goes on to suggest the choice of behavior will be based on an assessment

of which alternative behaviors will most likely reestablish a state of
equilibrium. The process of assessment (direction aspect of motivation)
is, however, not explained.

.The implication of this theory is that for arousal to occur, it is
necessary to have a state of perceived inequity. Accounting information can
play a role in creating such a situation. An example 1s in the area of
setting budget goals. A budget establishes managements' statement to
an individual as to their expectations. A tight budget (compared to last
year's actual performance for example) will create disequilibrium within
the individual (to maintain last year's outcome/input ratio the individual
will have to increase inputs in order to gain equilibrium given the new
standard for outcomes). If, however, the new budget is perceived as being
too tight, the individual may not accept it (ie, can change his basis for
constructing the comparison ratio from one of accepting managements'
standards to one of ignoring them). If the budget is too loose, it
may not result in any behavioral modification because it does not create
a state of inequity. Consequently, in setting a budget, care must be
exercised to provide an acceptable level of challenge (compared to too
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much or too little) if a desirable modification of behavior is to occur.
The results of Stedry's classic study on level and means of setting
budget objectives and realtionships to performance may be assessed in
terms of the likely arousal impact of the goals on his subjects.

Expectancey (Goal-Path Theory)

Given arousal, expectancy theory offers a model indicating the
cognitive process that an individual may go through in selecting a
course of behavior from among alternatives. The model indicates the
individual will assess alternative courses of action in terms of
intrinsic (non-material) and extrinsic rewards and penalties that
may result from exhibiting such behavior and accomplishing what was
set out to be done. The individual then chooses the course (path) of
behavior which offers the greatest perceived return. The model is
expressed symbolically as follows: '

M-IV, + P [IV o+ ; (2, 59,1
i=1 “i
where
M = motivation to behave in a particular way,
IVb = intinsic valence (worth) associated with the behavior, 
IVa = intrinsic valence associated with accomplishing what set out to do,
EVa = extrinsic valence associated with accomplishing whét set out to do,
Pl = path instrumentality (individual's probability estimate) that
behavior will lead to accomplishing what set out to do, and
P2 = path instrumentalitiés that accomplishing whét set out to do will

result in obtaining extrinsic valences.

Essentially, choice rests on a subjective assessment that an alternative
behavior provides the greatest return in terms of intrinsic values
associated with attempting and accomplishing a task and the extrinsic
rewards of accomplishing the task.

Continuing the example regarding the level of budget tightness, the
model may be used to assess a choice of whether to work hard to accomplish
a budget or to ignore the budget as an influence on behavior (of course
many other levels of budget oriented behavior may be possible). The effect
'of having a very tight budget would have its greatest impact-within the
model in terms of the individual's probability estimate that hard work will
accomplish the budget (P.). Consequently, if the alternative behavior of
hard work is seen as having a low probability of leading to accomplishing
the budget target and the realted intrinsic and extrinsic rewards, there is
a greater probability that such a budget will not result in desired budget-
directed behavior.

While it is likely that accountants and accounting information can
be incorporated within the other variables in the model (Accounting
























































































































































































































