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INTRODUCTION

Certain basic criteria must be met by any group 
seeking recognition as a profession. The group must render 
a service to society, must be governed by a code of ethics, 
and must provide self discipline of its membership. Ad
mission to practice must also be regulated by legal process.
An additional criteria is the need for some formal education 
in specialized areas, and a language or terminology unique 
to the group.

Medicine, theology and law are established professions 
which traditionally have been recognized by society as having 
met the criteria for professional status. Certified Public 
Accountants have been added to the list of professions, and 
can claim all of the attributes and characteristics which 
are necessary for true professional status.

The CPA can be proud of his service to society. The 
public interest would certainly suffer if unqualified or 
undisciplined persons were permitted to perform accounting 
services at a professional level. CPA's have also developed 
codes of ethics and ethical principles to regulate practice 
standards. Self discipline for the CPA's is provided by 
practice review procedures and the possibility of censure by

his peers or legal revocation of his certification. As in
1



other true professions, admission to practice is regulated 
by state law. Accounting practice, like other professions, 
requires specialized education and training and the develop
ment of a body of knowledge by the competent practitioner.
The development and maintenance of professional skills is 
essential to attainment of true professional status.

Professional development is a never ending process 
for anyone interested in public accounting as a profession.
It begins generally in the college or university with a 
degree program, and a major field of study in accounting or 
business subjects. College training is a most essential part 
of the young accountant's development. The base for future 
development must be established in the college program. The 
formal education process is only the beginning. The technical 
training of the young accountant accelerates when he begins 
work with a public accounting firm.

The public accounting firm plays an important part 
in the young accountant's development. It will provide him 
with in-depth formal training, and on the job experience 
which will broaden his knowledge and experience in his pro
fession. He will be exposed to a wide variety of accounting 
problems, and will learn through research, study, and expo
sure to more experienced accountants. He will begin to 
develop the professional attitude required of the professional

certified public accountant, or will be encouraged to leave 
public accounting.

Certification by the state in which he practices is
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a much desired goal for the young beginning accountant. He 
will begin study to meet the examination requirements while 
still in college. Experience gained in on the job training 
plus the formal and informal study he engages in after 
beginning work should enable him to complete both the examin 
ation and experience requirements, which are basic in most 
states. The desire to receive certification as a certified 
public accountant is a prime motivation for the young 
accountant to develop his professional knowledge and skills.

Upon qualifying for his CPA certificate, the young 
accountant becomes increasingly aware of new factors 
influencing his development program. He now discovers that 
his profession places certain competence requirements upon 
him. As he progresses in his day to day work, he will 
encounter new technology. Computer systems and taxation 
matters, for example, will require even more specialized 
training and development. His education and development 
must continue, or his level of skills will be lessened due 
to the complexities and changing nature of the business and 
professional world environment.

The future can be expected to bring further expan
sion of the CPA's role in business affairs. To assist the 
CPA in meeting present and future requirements placed on 
him, the American Institute of Certified Public Accountants, 
state CPA societies, the National Association of Accountants 
the American Accounting Association, and other accounting 
organizations, and the colleges and universities are



presenting an increasing number of professional development 
programs# Continuing education requirements for annual 
renewal of certification have been established in some 
states to make continuing education a mandatory requirement 
for practice in public accounting.

The purpose of this paper is to trace the development 
of the public accountant and the profession in relation to 
educational and technical matters, from formal education at 
the college level, to the established and skilled practi
tioner level. Without dwelling extensively on social or 
economic aspects of practice, the major factors influencing 
his development and practice will be discussed in the paper.

4



CHAPTER I

THE COMMON BODY OF KNOWLEDGE

In 1 9 6 7, the Carnegie Corporation of New York and 
the American Institute of Certified Public Accountants 
announced the publication of a study on accounting education 
which they had jointly commissioned. The study came to be 
known as "The Common Body of Knowledge Study" and has been 
published in book form under the title Horizons for a 
Profession.̂  The study was begun in 1963 by a commission 
made up of an attorney, a banker, a stock exchange official, 
two college deans, two accounting professors, and five prac
ticing certified public accountants. This study is 
recognized within the accounting profession as a significant 
contribution to accounting literature, and will provide the 
basis for the following discussion of educational preparations 
for public accounting practice.

To understand the nature of the "Common Body of 
Knowledge Study," it will be useful to briefly review the 
major sources of the data used in preparation of the final

^"Robert H. Roy and James H. MacNeill, Horizons for a 
Profession (New York» American Institute of Certified Public 
Accountants, 196?)»

5



report. Four primary sources of information were used by 
the study commission.

The first of these was a questionnaire which dealt
with present and historical information on services performed,
staff breakdowns and staff training methods. Over 950 firms
of varying size and geographical location responded to the
questionnaire and provided the committee with a detailed
picture of current accounting practice. The questionnaire
results indicated evidence of the upgrading of professional
staff personnel, with increases in the percentage of staff
members having bachelor and graduate degrees, and an increase

oin the percentage of staff members holding CPA certificates.
To secure information on trends in educational pro

grams, the commission obtained copies of current and past 
catalogues of accounting programs from forty-eight colleges 
and universities of varying size and various selected 
geographic locations. Nebraska was represented in this 
sample by Creighton University in Omaha, and the University 
of Nebraska in Lincoln. The catalogue data indicated a 
decline in required credit hours of formal accounting, and 
increases in computer systems study courses and mathematical 
and statistical studies.^

Further information on subject matter for the common 
body of knowledge were acquired by asking qualified members

2Ibid.,pp. 138-40.

6

3Ibid., p. 164.



7
of the profession to evaluate listed subjects in the order of 
their importance. The top ten subject matters and their 
ranking were as follows«

1. Written and Oral English.
2. Accounting Theory and Postulates.
3. Accounting Practice and Procedures.
4. Auditing Principles, Standards and Ethics.
5-6. Economics.
5-6. Cost Accounting.
?. Auditing Practice and Procedures.
8. Taxation and Tax Accounting.
9. Business Law.
10. Algebra.
The fourth source of information for the study was 

the use of interviews with knowledgeable persons of varying 
occupations and background. The interviews included business
men, practitioners, young CPA's, educators and the general 
public. Opinions of the interviewees varied greatly, and the 
commission concluded that some difficulty was encountered in 
coming to a concrete consensus of opinion on most interview 
results

In its conclusions, the study indicates that the 
beginning CPA must obtain and maintain three types of 
knowledge) general, semi-technical and technical. General 

knowledge should encompass an understanding of the political,

4Ibid., pp. 171-81.
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economic and social environment in which he will live and 
practice. The semi-technical skills he must develop 
include mathematics, finance, statistics, behavorial science, 
communication skills and economics. The technical knowledge 
requirement will necessitate a thorough knowledge of the 
■functions and technology of accounting.

In its recommendations, the study groups the common 
body of knowledge for beginning CPA's into several major 
categories and attempts to relate and place the three types 
of knowledge in proper perspective. The categories pre
sented are Accounting, Humanities, Economics and Behavorial 
Science, Law, Mathematics, Statistics, Probability, and 
Functional Fields of Business.^

The study concludes that accounting training for the 
beginning CPA should provide a basic knowledge of accounting 
theory and generally accepted accounting principles. An 
understanding of the nature of taxation will be essential, 
and the beginning CPA must know the code of professional 
ethics. The Humanities are essential to cultivation of a 
complete human being. Technical proficiency in written and 
spoken language must be developed and is essential to attain
ment of professional status. The study recommends, at a 
minimum, a general knowledge of Economics and Behavorial 
Science. The beginning CPA need not be a legal expert, 
however, he must attain enough knowledge of Law to recognize

5James H. MacNeill, "A Readback on 'Horizons for a 
Profession'," Journal of Accountancy, Vol. 129 (April 1970),
pp. 6 ? - 8 .
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problems, and to know when consultation with specialists is 
desirable. The study recommends substantially more training 
in Mathematics, Statistics and Probability than programs in 
the past have provided, Knowledge of Functional Fields are 
pointed to as being important to the beginning CPA. These 
include production, marketing and management.

In conclusion, the study summarizes that the future 
young accountant will need a different and more intensive 
education than his predecessors. Emphasis should be on 
conceptual training, and on integration of accounting 
subject matter with related semi-technical fields. The 
common body of knowledge for the young accountant is growing 
and will certainly continue to enlarge in the future.



CHAPTER II

FORMAL EDUCATION

Formal education for the young accountant has been 
a subject of much discussion for many years. The scope of 
academic education has been a very controversial subject. 
Several studies on this subject have been made, in some 
instances with substantial differences of opinion between 
studies.

In 1952, the American Institute of CPA’s formed a 
commission on standards of education and experience. The 
commission published a report in 1956 which concluded that 
a broader liberal arts base should be provided in under
graduate programs. It also suggested a fifth year program 
to complete the individual’s technical training. Subsequent 
to the completion of the report, the Council of the Institute 
adopted portions of the report and a program endorsed by the 
American Accounting Association which provided that 50% of 
the accounting student’s total credit hours should be devoted 
to general and non business studies, and the remainder to 
accounting and related subjects. The AAA report also advo
cated an extension of university accounting major's program

10
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from four to five years.^
In 1959» the Gordon-Howell? report on business 

education, financed by the Ford Foundation, stated that 
accounting courses contained too much vocational training, 
and more emphasis was needed on intellectual growth and 
training of young accountants. In response to the criticisms 
offered by various commissions and reports, many universities 
began reviewing and revising accounting programs. In the 
1960's, accounting curriculum changes became wide spread. 
Emphasis changed from primarily technical studies to general 
business management courses and broader exposure to liberal 
arts courses. Less time is now devoted to the techniques of 
auditing, preparation of financial statements, and other 
mechanical aspects of accounting practice, and managerial 
aspects of business are given increased emphasis.

With the reduced emphasis on technical accounting 
matters in college and university programs, the public 
accounting profession has found it necessary to increase the 
technical training of accountants when they enter the pro
fession. As a result of changes in accounting programs, 
many CPA's and college educators feel that some form of 
professional school training or so-called "fifth year pro
gram" for the accountant is necessary to relieve the

^John L. Carey, The CPA Plans for the Future (New 
York» American Institute of Certified Public Accountants, 
1965), p. 263.

7'Gordon and Howell, "Higher Education for Business," 
("The Ford Report"), (New York« Columbia University Press, 
1959).
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profession of the initial training in technical matters now 
required#

The decline of technical accounting education in 
the colleges and universities can be attributed to several 
factors. A major factor is the emergence of other business 
school subjects in recent years. Subjects such as marketing, 
economics and management are becoming more advanced parts of 
the business school curriculum. A second factor is the 
failure of the professional accounting profession and the 
university faculty to properly communicate their methods and 
goals. The impasse between practicing accountants and the 
business school educators has presented problems in coordina-

Qtion of accounting education and training for the young CPA.
In recent years there are many signs that the 

professional accountant and the educator are making progress 
toward their goal of producing well trained professional 
accountants. Signs of innovation have begun to appear in 
college curriculums. UCLA formed an Information Systems 
Division within the accounting department in 1968 to enlarge 
the scope of accounting education. Other universities and 
colleges have taken similar steps, and courses in managerial 
accounting, information theory, and management information 
systems, to name a few, are being offered in increasing 
number.

The accounting profession has also risen to the

®John W. Buckley, "A Perspective on Professional 
Accounting Education," Journal of Accountancy, Vol. 130 
(August 1970), pp. 41-3.
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challenge of professional education. Attempts are currently 
underway to standardize accounting principles and procedures. 
The Accounting Principles Board is studying many accounting 
practices, with an aim to improving reporting methods and 
improving the profession's image in the business and 
academic world. Progress has been slow and the problems are 
abundant in this area, but the future appears to offer con
tinuing improvement in accounting techniques and education.

In the area of formal education, there is a need for 
a broader scope in accounting programs. The young accountant 
must avail himself of training in the areas of communica
tions, behavorial sciences, decision theory, statistics and 
general business and economics subjects. He must also 
acquire some knowledge of accounting practices and theory, 
auditing principles and procedures and financial statement 
preparation. The CPA's early training must be designed to 
develop him as a competent member of the accounting pro
fession. A reasonable approach to the young CPA's formal 
education would appear to encompass a basic accounting 
foundation, supplemented with a broad exposure to liberal 
arts and subjects with which accounting is developing 
interplay.



CHAPTER III

STAFF TRAINING WITH A PUBLIC ACCOUNTING FIRM

Upon completion of his academic career, the young 
accountant enters a new phase in his professional develop
ment, the staff of a public accounting firm. There are 
several options open to the young accountant in continuing 
his professional growth. In some instances, the firm which 
he joins will provide formal training courses. The pro
fessional societies are offering an increased number of 
educational programs, and these will be discussed further in 
another section of this paper. Educational institutions may 
offer CPA review courses, and possibly graduate level courses 
in accounting or business subjects. The final educational 
opportunity is available to every young CPA; namely, self 
study. The staff training program with a national or 
regional size public accounting firm will, however, be the 
subject of the following discussion.

Under normal conditions, the young staff accountant 
will attend the firm's basic staff training program shortly 
after he is employed by the firm. The basic program will 

conceivably cover auditing techniques and procedures. The 

course will probably cover 40 to 80 hours of formal class 
attendance plus outside preparation time. A typical program

14
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will offer discussions of audit procedures, workpaper 
techniques, and a general review of the firm's practice, 
policies and procedures. Subjects covered might include 
internal control, statistical sampling, preparation of audit 
reports, systems flow charting and effective communication. 
Case study type approaches to subjects are frequently used, 
and auditing procedures and workpaper preparation are 
stressed in this program.

The second year with the firm will probably find the 
young CPA attending a formal seminar dealing with accounting, 
auditing and related tax problems if he is still a member of 
the audit staff. Subject matter for this program might 
include preparation of audit programs, review of internal 
control, standards of reporting, business systems, and use 
of tax services. In the second year the audit staff man may 
also attend a program dealing with advanced accounting and 
auditing problems. These programs will generally cover 
40 hours of formal training and should complete the basic
audit training for the young accountant.

1
Future courses for the audit staff man might cover 

advanced statistical sampling, SEC accounting, computer 
auditing, or financial planning and control. Specialized 
audit training can be provided by courses in Medicare and 
hospital auditing, insurance auditing and reporting and other 
industry related programs. The young accountant who chooses 
to specialize in taxation will find courses available in tax 
return preparation, advanced tax problems, estate and gift
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taxation and tax planning methods. Management services 
personnel might find programs available in advanced planning 
and control, organization planning, production management 
and advanced EDP and computer programs.

Firm training programs may be very comprehensive, as 
in the case of the previous discussion, or may be very 
informal. In many cases, firms will provide some level of 
informal training and education on a continuing basis. The 
amount of self study required of the staff accountant will 
vary with the amount of organized firm training and educa
tional activity. Local firms and practitioners may utilize 
programs of professional accounting organizations, and the 
same basic subject matter is available from these sources.

The continuation of the young CPA*s professional 
development during his early years with a firm is essential 
to his development. In addition to the formal programs, the 
on the job experience which he receives will be important to 
his growth. At this stage in his development, he must begin 
to acquire the technical competence and professional attitude 
required of the public accounting practitioner.

To meet the challenges of the public accounting 
practice, the ideal firm training program must consist of 
three major elements. A well balanced program will include 
on the job training, formal courses and seminars, and con
tinuing educational activity through firm meetings and

participation in university and other development programs. 
The three elements should be weighted equally in terms of
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priority and importance, and the ideal program will not
Qneglect any of the three elements.7

^Frederick E. Horn, "The Firm's Education Program, 
The Arthur Young Journal, 75th Anniversary Edition (Spring- 
Summer 1 9 6 9)» pp* 73-6.



CHAPTER IV

REQUIREMENTS FOR CERTIFICATION

In recent years, there has been a strong trend toward 
standardization of the requirements for legal certification 
as a certified public accountant in the various states. 
Certification requirements still vary between states, however, 
all states now utilize the standard examination conducted and 
graded by the American Institute of Certified Public 
Accountants. Hopefully, the future may bring increased 
standardization in the certification requirements and 
ultimately national standards for certification of CPA's.
The standards for certification in the states of Iowa and 
Nebraska will be reviewed, and may be considered as somewhat 
representative of state requirements.

In the state of Nebraska, public accounting practice 
is regulated under the Revised Statutes of Nebraska, 19^3, 
and Public Accountancy Law of 1957» State of Nebraska. The 
Law provides for the administration and interpretation of the 
Law by an appointed Board of Public Accountancy. Membership 
of the Board was set at seven members, plus the Auditor of 
Public Accounts under 1971 Legislative Bill 858. At the 

present time membership on the Board must include two public 
accountants and five certified public accountants in active
practice. The certified public accountant members must

18
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include at least one resident from each Congressional district 
in the state.^

The requirements for a Nebraska CPA certificate are 
stated in Section 1-114 of the law. The candidate must be a 
citizen of the United States, or must have declared his 
intention to become a citizen. He must be a resident of 
Nebraska or be regularly employed or have a place of business 
in the state of Nebraska. The candidate must have attained 
the age of twenty-one years and be of good moral character.

The Nebraska statutes regarding certification 
basically require four years of qualifying public accounting 
experience as a staff accountant employed by a public
accounting practitioner, or practice as a certified public

\

accountant or a public accountant in another state, or a 
combination of both types of experience. However, gradua
tion from a recognized college or university is credited as 
the equivalent of two years of the public accounting exper
ience, and under certain circumstances, service with the 
federal government and Internal Revenue Service may be 
applied on the experience requirement. The sixth require
ment for certification requires the candidate to successfully 
complete a written examination on subjects deemed appropriate 
by the Board. At the present time the Nebraska Board utilizes 
the American Institute of Certified Public Accountants 
Examination and Grading Service. This examination is given

Instate of Nebraska, Public Accountancy Law of 1957, 
as amended, Annual Register of Permit Holders (July 1971), 
pp. 1-4.
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simultaneously in all states using the AICPA examination.
In addition, all successful examination candidates must pass 
a written, open-book examination on professional ethics 
administered by the Nebraska Board of Public Accountancy.
In 1971, permissive legislation was passed by the legislature 
providing a continuing education requirement for certifica
tion and renewal of certification, and the Board is currently 
considering implementation procedures.

To sit for the examination in Nebraska, a person 
must meet the United States citizenship or intent to become 
a citizen requirement, must be a Nebraska resident, or have 
a place of business or employment in the state, and must be
of good moral character. . No age or education requirement

1
must be met to sit for the examination. A fee of $50.00 for 
the initial examination is required, and a reduced fee 
schedule is applied for subsequent re-examinations

12The Regulatory Accountancy Law of 1929 As Amended, 
is the regulatory accountancy law for the state of Iowa.
Iowa law sets several qualifications for applicants desiring 
to take the required examination. The candidate must be over 
twenty-one years of age, a resident of Iowa, a citizen of the 
United States or have declared intention to become a citizen, 
must be of good moral character, must be a graduate of a 
four year high school, and a graduate of a college course

11Ibid., pp. 5-3 4.
12State of Iowa, Annual Register of Certified Public 

Accountants and Public Accountants (January 1, 1971)# P*
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with a major in accounting. With prior approval, a pre
liminary examination can be passed to meet the education 
requirement. College accounting major students can take the 
examination if recommendation is obtained from the college 
or university officials. Under some conditions, the college 
requirement can be met with three continuous years practical 
public accounting experience, or three years employment with 
certain governmental agencies.^

Having qualified to take the CPA examination and 
successfully passed it, the applicant now must meet one 
additional requirement. He must have at least one year's 
experience in service as a staff accountant employed by a 
registered practitioner, or one year's equivalent experience 
in a governmental department under the direct supervision of 
a registered certified public accountant. The one year 
experience requirement may also be met with three years 
continuous employment as a full time accounting teacher with 
a minimum rank of assistant professor, provided the college 
or university is qualified to give a degree in accounting.

In contrast to the general terms used in the Nebraska 
law requirements, the Iowa law contains more specific and 
detailed requirements. For example, an acceptable college 
course is defined as including 120 semester hours, with 
forty-eight semester hours of business related courses, 
forty-eight hours of non business related courses and credit

13Ibid., pp. 16-19.
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for basic courses in any four of the following subjects; 
namely. Business Law, Economics, Statistics, Finance, 
Management, and Marketing. As a matter of Board policy 
only, Iowa requires continuing education of fifteen days 
within the preceding three year period. Newly certified 
applicants are given three years from date of certification 
to meet this requirement.

To actively practice accountancy in Iowa, the appli
cant must sign and file with the Board the following oath,
**I do solemnly swear that I will support the constitution of 
the United States and the constitution of the state of Iowa, 
and that I will faithfully and conscientiously perform the 
duties of a practitioner of accountancy to the best of my 
ability and in accordance with the law."1*4'

Both Iowa and Nebraska have insurance or bond re
quirements for CPA’s actively engaged in public accounting 
practice. Nebraska requires a $10,000 bond or professional 
liability insurance coverage and Iowa requires a $5,000 bond 
or professional liability insurance coverage.

Although some differences in approach to certifica
tion requirements can be noted, there remain two basic 
factors in the requirements in Iowa, Nebraska and the . 
majority of other states. The first is the examination 
requirement which is uniform in all states, and all states 
currently use the American Institute of Certified Public

l4x Ibid., p. 21.



Accountants Examination and Grading Service. The second 
factor generally found in state certification requirements 
is the practice experience factor. This varies in require
ment greatly, with some states having no requirement, and 
others requiring as much as four years practice experience.
In some states, experience may be met with Internal Revenue 
experience, other state and local government experience 
and, as in Iowa, credit for teaching experience in accounting.

Ideally, certification requirements will become 
more standardized in the future. Reciprocal certificates 
are now issued by most states, allowing the CPA meeting 
Nebraska requirements to receive an Iowa certificate without 
re-examination in Iowa. Continuing education requirements 
for certification and re-registration have been legislated 
in Nebraska, and applied as Board policy in Iowa. Emphasis 
on educational requirements will grow in other states, and 
possibly may be implemented for membership requirements in 
national accounting organizations. Advanced study certifi
cations are being utilized in some states as an indicator 
of continuing or increased professional competence.

Certification requirements are an important part of 
the public accounting profession. They must continue to 
protect the public interest in the accounting field, and 
regulate the practice of public accounting by those qualified 
and licensed individuals who constitute the profession.

23



CHAPTER V

ETHICAL OBLIGATIONS OF PROFESSIONAL STATUS

The primary purpose of a code of professional ethics 
is to assure the public that a profession will provide the 
self-discipline required to protect the public interest.
The public accounting practitioner must accept the obliga
tion to act in a manner that will serve the public. Without 
a system of ethics, no profession or professional can be 
considered complete. The professional accountant must be 
able to place public interests ahead of monetary rewards. 
Without a professional attitude, it is impossible for any 
group to realize its maximum opportunity for service.

In their book Ethical Standards of the Accounting 
Profession, John L. Carey and William 0. Doherty describe 
three things which the public may expect from someone holding 
himself out as a qualified member of a profession. These 
three obligations of a professional are competence, respon
sibility and a desire to serve the public.^

By successfully completing the Uniform CPA Examina
tion, the practitioner has demonstrated a basic competence

"^John L. Carey and William 0. Doherty, Ethical 
Standards of the Accounting Profession (New York» American 
Institute of Certified Public Accountants, 1 9 6 6), p. 11.

24



as an auditor. As he gains additional exposure and exper
ience in practice with a firm, he will deal more and more 
with other phases of public practice. In order to be a 
competent auditor, he will find it necessary to know more 
about taxation and management services. The basic ethical 
obligation of the certified public accountant in the area of 
competence is to maintain the degree of skill commonly 
possessed by others in the profession. As the CPA performs 
engagement work, he will continually improve and expand his 
competence by research, study and consultation with exper
ienced practitioners.

Willingness to accept responsibility is an essential 
trademark of the professional. The professional must not be

I
a timid soul, and must believe in his work and aspire to 
meet all challenges within the limits of his competence and 
experience. He must be willing to solve the problems facing 
the public in his area of activity. Responsibility also 
dictates that the certified public accountant maintain a 
proper degree of independence. From the inception of the 
public accounting profession, auditors have recognized that 
they must be fair and objective in the certification of 
financial statements. Independence also encompasses avoid
ance of positions which might bring up a question of conflict 
of interest. In its simplest form, the ethics of indepen
dence require the certified public accountant to be honest, 
fair and objective and to avoid misrepresentation in state
ments with which he is associated, and, finally, to maintain

25
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a posture which will avoid conflict of interest problems.
In “Statements on Auditing Procedure No. 33" there 

is a paragraph which deals with the subject of independence 
and it is worthwhile to review it in its entirety.

It is of utmost importance to the profession that 
the general public maintain confidence in the inde
pendence of independent auditors. Public confidence 
would be impaired by evidence that independence was 
actually lacking and it might also be impaired by the 
existence of circumstances which reasonable people 
might believe likely to influence independence. To 
be independent, the auditor must be intellectually 
honest; to be recognized as independent, he must be 
free from any obligation to, or interest in the client, 
its management or its owners.

It is clear that the accountant must not only be independent, 
but he also must bear the burden of giving the outward
appearance of being independent. There must be a level of

\

understanding and respect for the CPA’s independence on the 
part of the public.

An interest in meeting and serving the public need 
is integral to any profession, and the public accounting 
profession is certainly no exception to this rule. CPA’s 
can and should be aware of the importance of the services 
they offer to society. Financial statements are now impor
tant to an increasing segment of the public. Those who have 
funds to invest, those with funds to lend, privately owned 
businesses, publicly owned businesses, and governmental 
organizations are important users of the CPA's services.

-^Statement on Auditing Procedure No. 33» American 
Institute of CPA's (New Yorki American Institute of Certified 
Public Accountants, 1 9 6 3), p. 20.
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The CPA's responsibility to third parties, or parties other 
than his client, is almost unique in the professional world. 
The CPA assumes an obligation to all users of his financial 
statements or reports. This obligation extends to present 
and prospective investors, to fiduciaries, to present or 
future creditors of the client, and to appropriate govern
mental or fiscal agencies. This aspect of the CPA's 
obligation can be demonstrated vividly by the increasing 
number of legal actions being filed against CPA firms in 
connection with services provided to clients.

The ethical obligation of the certified public 
accountant can be summed up by reference to the introduction 
to the Code of Professional Ethics of the American Institute 
of Certified Public Accountants.

The reliance of the public and the business community 
on sound financial reporting and advice on business 
affairs imposes on the accounting profession an obliga
tion to maintain high standards of technical competence, 
morality and integrity. To this end, a member or 
associate of the American Institute of Certified Public 
Accountants shall at all times maintain independence of 
thought and action, hold the affairs of his clients in 
strict confidence, strive continuously to improve his 
professional skills, observe generally accepted 
auditing standards, promote sound and informative 
financial reporting, uphold the dignity and honor of 
the accounting profession and maintain high standards 
of personal conduct.1?

l^Code Professional Ethics, as amended December 
30, 1 9 6 9» and Interpretive Opinions, American Institute of 
Certified Public Accountants (New York» American Institute 
of Certified Public Accountants, 1970), p. 1.



CHAPTER VI

PRACTICE REQUIREMENTS

In addition to the ethical requirements of public 
accounting practice, there are additional guidelines and 
rules which the practitioner must be familiar with. These 
guidelines or rules may be found in several forms.

One authoritative source of accounting principles is 
the Accounting Principles Board of the American Institute of 
Certified Public Accountants. The APB, as it has come to be 
known, is a committee of leading practitioners and account
ing experts who have undertaken the task of constructing and 
revising a framework of accounting principles and guidelines. 
The pronouncements of the APB have been issued primarily in 
the form of formal opinions of the Accounting Principles 
Board. The Board has currently issued twenty-one opinions 
regarding primarily controversial aspects of accounting theory 
and principles. The published opinions of the Accounting 
Principles Board currently are recognized as constituting 
accepted practice, and the practitioner who chooses to 
deviate from methodology or principles defined in the 
opinions of the Board must indicate in the accountant’s 
opinion accompanying the financial statement that some 
variance from an opinion of the Board has been used in

28
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preparation of the financial statements.
The Accounting Principles Board is not without its 

critics. The Board is of recent vintage; it was formed in 
September 1959 and issued its first opinion in 1962 and has 
been criticized for some of its pronouncements by the pro
fession and the business community. It does, however, 
represent an inquiry into accounting practices and problems 
by the profession, and has provided a mechanism for sponsor
ing special studies by competent people of alternative 
accounting procedures employed in controversial areas of 
practice. The future may see changes in the role and 
activities of the Accounting Principles Board, but at 
present it remains the single most authoritative source of

1 *1 Ocurrent pronouncements of accounting principles.
In addition to the APB Opinions, the practicing 

accountant must be familiar with a number of other sources 
of accounting literature. Accounting Research Studies are 
periodically published. These are studies commissioned by 
the APB or other American Institute of Certified Public 
Accountants committees. These are prepared by competent 
practitioners, educators and industry accountants, and are 
published without approval or disapproval for exposure, 
purposes primarily. Industry Audit Guides have been 
approved and issued by AICPA committees. These are con-

18Ernest L. Hicks, "APBt The First 3 6OO Days," 
Journal of Accountancy, Vol. 128 (September 1 9 6 9), pp. 56-9 .
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sidered authoritative and deal with auditing of specialized 
industries such as banks, contractors, insurance companies, 
savings and loan associations and others.

The AICPA Committee on Auditing Procedure has issued 
case studies on various subjects, including observation of 
inventory, internal control and audits of welfare funds. 
Auditing standards are reviewed in Statement on Auditing 
Procedure No. 33 and subsequent statements continue to deal 
with problems of unaudited financial statements, independence, 
and other current subject matter. The Securities Exchange 
Commission and other regulatory agencies have issued pro
nouncements on accounting matters.

The sources of accounting theory and principles 
discussed to this point are not intended to be all inclusive. 
It is intended, however, to point out that there are guide
lines and authoritative literature available to the public 
accountant. In many or most cases, they are just guidelines 
and a great deal of individual judgment is required in 
implementing them. The judgment and expertise of the 
practitioner is still the foundation of practice, however, 
the increasing amount of published authoritative data does 
place a growing requirement on the CPA to be aware of . 
current practices in the profession.

To this point we have discussed ethical and educa
tional training from a theoretical viewpoint. There is also
a hard, practical reason for the CPA to be well versed in the 
technology of his profession. The CPA in public practice has

I
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a very real legal liability relating to services he pro
vides . In this respect, he is in the same position as the 
doctor, lawyer or other professional person, and as dis
cussed earlier, in most states a bond or professional 
liability insurance coverage is required for registration to 
practice. The increasing incidence of legal actions in 
recent years gives some additional importance to maintenance 
of professional competence and a high level of quality in 
the CPA’s practice of accounting.



CHAPTER VII

PROFESSIONAL DEVELOPMENT PROGRAMS

At the present time, it is estimated that there are 
approximately 110,000 CPA's in the United States. Of this 
number roughly 75#000 are members of the American Institute 
of CPA's or state CPA societies. In its most recent report 
for the fiscal year ended August 31» 1971» the American 
Institute of CPA's reported that approximately 15»000 CPA's 
or roughly 20% of the AICPA membership participated in one 
of their programs. This report builds a case of some sub
stance for increased number and quality of professional 
development programs.

Several years ago Professor L. J. Peter developed a 
concept which came to be known as the "Peter Principle." It 
stated that basically individuals tend to rise to the level 
of their incompetence. Professor Paul Armer of Stanford 
University has published a concept which he calls the Paul 
Principle. In it he states that individuals may become 
imcompetent over time at a level at which they once performed

well, because they become uneducated or technologically 
obsolete at that level. The Paul Principle effect is a major 
consideration in the area of technology in the accounting 
profession today. Many CPA's have begun to fall into the

32
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clutches of the Paul Principle, and the profession as a whole 
is probably currently losing some ground. To combat this 
trend, professional development programs are being produced 
in greater number by accounting organizations such as the 
AICPA, the National Association of Accountants, by state CPA 
societies, and even by individual accounting firms.

The Professional Development Division of the AICPA 
is a leading force in development of educational programs.
In the year ending August of 1972, the AICPA will offer 
twenty-six professional development programs and approximately 
forty seminars. Two hundred and thirty-seven programs and 
four hundred and two seminar presentations are scheduled at 
the date of this paper, and additional presentations are 
anticipated. The Professional Development Division is 
responsible for financing its operations solely from fees 
charged to participants, and no dues money is used for these 
programs.^9

The AICPA programs include a four level staff 
training program which takes a beginning staff man from 
basics to sophisticated study over a three to four year 
period of time. Separate programs at the two upper levels 
have been designed for audit and tax oriented personnel. The 
basic level course covers ten days of instruction and each 
of the successive programs cover five day periods.

Computer and Electronic Data Processing receive some

- ^ N e w s l e t t e r , American Institute of Certified Public 
Accountants, June 1971.



attention in the AICPA program with four major courses and 
several seminar programs dealing with these subjects. Taxa
tion matters are covered in workshops on individual and 
corporate income tax returns and the annual tax lecture 
series. Other courses deal with specialized industry audits 
of hospitals, banks, and in local government auditing. The 
AICPA program list contains programs for personnel of all 
levels of experience and specializations.

State societies have become very active in the 
presentation of professional development programs. In some 
instances, AICPA seminar and course material is presented by 
the state society, and in other instances conferences, 
seminars, and workshops are presented and developed by state 
society members and personnel.

The New York State Society of Certified Public 
Accountants has established a program of Advanced Study in 
the fields of accounting and auditing, taxation, and manage
ment services. Certificates of Advanced Study are awarded to 
members upon completion of a prescribed series of required 
and elective seminars and courses. The New York Society 
presents a very comprehensive program which mixes society 
originated programs with AICPA developed programs and 
seminars. Approximately 90 to 100 programs will be offered 
ranging in time span from two hours to 4 to 5 days in some 
cases.

The Missouri Society of Certified Public Accountants 
offers the full range of AICPA staff training programs. All

3 4 -
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four levels of the basic staff programs are offered, and two 
supplemental managerial level courses are offered. The 
capstone of these courses is the five day course, Management 
of a CPA Practice. In addition to these, the Missouri Society 
offers approximately thirty additional seminars and courses 
on a variety of subjects.

The Nebraska Society of CPA's has relied on locally 
sponsored or produced programs to a lesser degree. The 
development of a successful state professional development 
program has been difficult due to smaller concentrations of 
practitioners. The establishment of continuing education 
requirements in both Iowa and Nebraska has lent some impetus 
to increased participation in local programs. In 1965 and 
19 6 6, for example, four accounting and auditing programs were 
presented and the average attendance was eighteen persons.
In 1970 and 1971» after the continuing education require
ments, eight programs were produced locally with an average 
attendance of eighty persons. The Nebraska Society currently 
is considering an enlargement of its program and the engage
ment of consultants to assist society personnel in developing 
effective programs.

There are indications that major accounting firms 
are investing heavily in professional development programs. 
Several national accounting firms have acquired sizeable 
facilities at which firm training programs will be presented. 
Arthur Andersen & Co., for example, has acquired property in 
the Chicago area for use in firm training programs and



meetings. Arthur Young & Co. recently acquired property in 
Long Island, New York, which will eventually accommodate 
over 300 persons for firm training programs and meetings.

Professional development programs are also being 
sponsored by colleges and universities, and graduate level 
accounting programs are available. CPA Examination Study 
Programs are available in some school curriculums.

At the present time, professional development pro
grams are growing in number by leaps and bounds. The quality 
of the programs will determine their future acceptance and 
success. The combination of reduced emphasis on technical 
accounting in colleges, and the changing nature of accounting 
literature and practice have produced a need for more pro
grams. In some areas, continuing education regulations have 
also increased interest and attendance at programs. The 
only unanswered question is whether the programs developed 
and to be developed can keep pace with the needs of the 
profession. ,
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CHAPTER VIII

THE FUTURE COURSE OF PROFESSIONAL DEVELOPMENT

Professional development concerns itself with the 
professional skills of practicing public accountants, for the 
present and for the future. The usefulness of such programs 
depends upon achieving practical results for practitioners 
and the users of the CPA's services. Public accounting today 
is under heavy challenge to keep pace, to grow and broaden 
to meet future demands. The rate of growth of the economy 
and the increasing complexity of doing business are real 
challenges to the profession. Add to these the social and 
legal uncertainties present and the true nature of the 
problem is evident.

In January 1 9 6 9# the American Institute of Certified 
Public Accountants appointed a nine member committee to 
examine the desirability of mandatory continuing education 
requirements for the profession. In February of 1971, the 
committee issued its report, which has come to be known as 
the Beamer Report, named after the committee chairman Elmer G. 
B e a m e r . T h e  report recommended very strongly that

20American Institute of Certified Public Accountants, 
Report of the Committee on Continuing Education, February 1,
19717
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continuing education should be made a requirement of the 
profession. It suggested that the initial programs begin at 
the state level. Control and regulation of the licensing 
and permit renewal operation makes this the level at which 
compliance can best be implemented. Ultimately, the com
m i t t e e  r e c o m m e n d s  t h a t  a l l  s t a t e  s o c i e t i e s  a n d  t h e  A IC P A  

revise their present membership requirements to include 
this condition for membership.

To provide a uniform basis for continuing education 
requirements, the committee recommended basic requirements. 
The committee guidelines suggest that in the three-year 
period immediately preceding re-registration, the applicant 
must complete 120 hours of acceptable continuing education. 
Secondly, the committee suggests that the effective date of 
the requirement be three years after adoption, or three 
years after the individual's initial registration. The 
committee also recommends that the state retain the authority 
to make exceptions for reasons of health, military service, 
or other good cause.

The report of the AICPA committee on continuing 
education strongly points to mandatory continuing education 
as an important factor in future professional development 
programs. The state of Nebraska in 1971 became the first 
state to enact legislation which enables the State Board of 
Accountancy to implement a continuing education requirement 
for Nebraska CPA's. Iowa in 1969 adopted a Board of 
Accountancy policy requiring continuing education as a
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requirement for registration in public practice in 19 7 2, and 
thereafter. New York, California and several other states 
have under consideration similar programs. Substantial 
increases in attendance at recent professional development 
programs in both Iowa and Nebraska appear to confirm the 
value of a continuing education requirement at the state 
level.

There are some alternatives to a continuing education 
requirement; however, they appear generally to require 
practice review activity of some sort which may be difficult 
to enforce. Re-examination of all CPA's every three to five 
years has been discussed and, in general, discarded as 
impractical. At present no acceptable alternative to a 
continuing education program has received any degree of 
support. Continuing educational programs will be a signi
ficant factor in future public practice developments.

Accounting has been the fastest growing of the pro
fessions in the twentieth century. There is much evidence 
to indicate that it can maintain that position in the near 
future. It cannot continue its growth under the present 
status quo conditions. Change will be required in the 
approach and attitude of the practitioner. Professional 
development of practitioners will be an essential ingredient 
if the profession is to adapt itself to its environment and 
prepare for the demands of the future.

The challenges to the profession presented by growth 
and expansion can become the profession's future opportunities.
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The profession has never had a more secure base from which 
to grow than it has today. The increasing acceptance of the 
profession, and increased demands for service point up the 
increased public confidence in the profession of public 
accounting. The next move is for the profession to accept 
the challenge of the future and provide the levels of 
imagination, creativity, and technical competence the future 
will demand.
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