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Preface

In his inaugural address to the 1972 annual meeting of the Institute, 
President LeRoy Layton indicated that he intended to ask a com
mittee to undertake a study of the present and future scope of 
practice of accounting firms.

Shortly thereafter, the Institute’s Board of Directors author
ized the appointment of such a committee. The mission of the 
committee was later expanded to include consideration of what 
modifications might be required in the structure of the Institute 
itself to reflect the conclusions of the committee with respect to 
scope of practice.

This report is the result of that double-barreled assignment.
The committee began its work by reviewing a substantial 

volume of material related to its charge (a selected list of sources 
appears on page 35. It conducted interviews with nearly a hundred 
informed people both within and outside of the profession and it 
held frequent meetings during its 18 months of existence.

The committee has also benefited from comments on a pre
liminary draft of its report received from members of Council at a 
series of “round tables” conducted during the course of the spring 
meeting of the Institute’s governing body last May. These were 
lively discussions, and the committee has substantially modified 
some of its recommendations in response to the Council’s obser
vations.

It is also important to note that, in keeping with its charge, 
the committee limited its consideration to public practice. It did 
not examine the responsibilities of CPAs in industry, government, 
or education, nor did it consider what changes in the Institute ought 
to be made to ensure that it was properly serving these highly 
important elements of the profession. This is an area which might 
well deserve study, but it is a task which the committee was not 
asked to perform.

The principal recommendations and observations set forth 
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in this report can be summarized in eight short paragraphs:

■ Although no precise formula exists for determining what 
constitutes a profession, it is clear that one of the essen
tial elements in retention of professional status is a will
ingness to respond in a responsible manner to public 
needs.

■ This is exactly what the accounting profession has done. 
It has evolved, as revealed in its history, from a base of 
providing advice on accounting systems and stewardship 
to one of providing a broad range of services.

■ These services have a basic characteristic in common: 
the expressing of opinions and the providing of advice 
and assistance on the accounting for, or the management 
of, the utilization of resources. It is this common charac
teristic which provides the foundation for a cohesive 
profession.

■ Since the profession should be permitted — and, indeed, 
encouraged — to adjust to the needs of the public, the 
profession’s scope of services should not be artificially 
restricted.

■ This advocacy of an expanding role for the profession 
seems thoroughly justified in the absence of any signifi
cant objective evidence that its present range of services 
has impaired its reputation for independence in the per
formance of its crucial attest function. Nor is it likely that 
public confidence in the profession will be jeopardized 
so long as its services are professional in character and 
rendered in an advisory capacity. In performing these 
services, the profession must also observe certain con
straints—primarily, competence, integrity, and objectivity.

■ Since a multi-discipline approach to practice already ex
ists and is increasingly necessary in the performance of 
the attest function, a program for the recognition of spe
cialties should be established within the Institute.

■ The appropriate senior committees of the Institute should 
be directed to develop a suitable qualifying process for 
specialists in their areas (including appropriate examina
tions) — and to inaugurate a program of activities to serve 
the needs of those specialists.

■ Because non-CPA specialists employed in public prac
tice aid the profession in providing a wide range of serv
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ices needed by the public, the qualifying process for spe
cialists should be open to them if they meet certain 
additional requirements set forth in the report. After a 
reasonable period of experimentation with the specialist 
examinations, consideration should be given to granting 
membership status to those non-CPAs who successfully 
complete the specialist examinations and fulfill all the 
other requirements.

There can be no guarantee, of course, that any blueprint for 
the profession’s future will prove to be flawless or that any general 
direction will not have to be altered in the light of experience.

Setting any course of positive action brings with it an in
evitable risk of failure, but an even greater risk may exist in allowing 
the profession’s fate to be decided by default.

The time is ripe for a more precise definition of what the 
profession wants to be and intends to become. A better sense of 
purpose seems clearly needed in view of the many perplexing 
issues which presently confront the profession.

It is for these reasons that the committee hopes that its report 
will generate discussion throughout the profession — and that those 
discussions will lead to the adoption of a plan for the future which 
can be implemented in an orderly fashion in the next few years.

Respectfully submitted by the 
Committee on Scope and Structure

Louis M. Kessler, Chairman
William T. Barnes 
Donald H. Chapin 
Clifford E. Graese 
George E. Greene 
Donald C. Jensen 
William J. Mueller

William L. Raby 
James E. Seitz
Charles G. Steele
Marvin L. Stone 
Paul B. Tanner
Thomas H. Williams 
John W. Zick

September 25,1974
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The Concept of Professionalism

There are countless definitions of a profession, and while 
most of them are helpful, none of them is totally enlightening.

One standard dictionary describes a profession as “a voca
tion requiring knowledge of some department of learning or sci
ence.” This establishes such a broad test that virtually every 
occupation could claim professional status.

A more useful set of criteria is advanced in the Roy-MacNeill 
study, Horizons for a Profession.1 It notes that such well-established 
professions as medicine and law have these common character
istics:

■ Each renders essential services to society.
■ Each is governed by ethical principles which emphasize 

the virtues of honesty, probity, and devotion to the welfare 
of those served.

■ Each has requirements for admission to the profession 
which are regulated by law.

■ Each has procedures for disciplining those who violate 
its ethical standards.

■ Each depends upon a body of specialized knowledge ac
quired through education.

■ Each has developed a language of its own, in its more 
sophisticated forms understandable only to the initiated.

These six tests of professionalism, however, need to be 
applied with caution.

The inability to satisfy one or more of them would not neces
sarily invalidate a claim to professional status. Indeed, it seems 
likely that most of the established professions were accorded 
recognition even before meeting all of the cited tests.

Consequently, the conditions specified in at least some of

1 Robert H. Roy and James H. MacNeill, Horizons for a Profession (New York: 
American Institute of Certified Public Accountants, 1967), p. 31. 
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the criteria may be more the end result of having achieved pro
fessional recognition than the means of attaining it.

It also seems clear that professional status is not acquired 
through self-recognition, although a commitment to seek it is no 
doubt essential to obtaining it. Only the public (or, at least, an 
informed segment of the public) can bestow that privilege, and its 
judgment on what constitutes a profession will be affected by a 
number of factors.

Some of these factors relate to the manner in which the 
services are rendered. The vital elements of professionalism in
clude competence, objectivity, integrity, and devotion to the welfare 
of those served.

These observations lead to the suggestion that a profession 
is best defined by the word itself: a profession is comprised of 
people who profess. In more specific terms, they profess a com
petence to render a service to the public which is of more than 
ordinary value and complexity. At the same time, they profess a 
willingness to place their obligations to others — to the public, to 
their clients, and to their colleagues — ahead of their own personal 
welfare.

In serving others, however, those engaged in a professional 
pursuit must be vigilant in preserving their own independent judg
ment. That commitment has been ably described by Admiral H. G. 
Rickover:

A service ceases to be professional if it has in any way been dic
tated by the client or employer. The role of the professional man 
in society is to lend his special knowledge, his well-trained intel
lect, and his dispassionate habit of visualizing problems in terms 
of fundamental principles to whatever specific task is entrusted to 
him. Professional independence is not a special privilege but 
rather an inner necessity for the true professional man, and a 
safeguard for his employers and the general public. Without it, 
he negates everything that makes him a professional person and 
becomes at best a routine technician or hired hand, at worst a 
hack.2

2 H. G. Rickover, Education and Freedom (New York: E. P. Dutton & Co., Inc., 
1959), p. 64.

Other criteria of professional status relate to the nature of 
the services — for example, the existence of standards and an 
underlying body of knowledge, the extent of education required, 
and the fact that the services are of more than ordinary value and 
complexity.
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Professional services are also distinguished from other serv
ices by the fact that the fees charged are based primarily on the 
personal services being rendered and do not include charges for 
any significant element of accompanying product.

Although common to most professions, an admission proce
dure regulated by law may not be essential for professional recog
nition. Statutory licensing is generally applied by society when 
normal relief under the law would not be sufficient to protect the 
public from malpractice. Such services are subjected to regulation 
regardless of whether or not a profession is involved.

One further element of professionalism needs to be under
scored.

Every profession is continually changing or being changed. 
It is changed by the aspirations of its own members — not only by 
those who cherish its old traditions, but by those who are inspired 
by a new vision of its function in society. It is changed by the 
emergence of additional opportunities for service which, if ac
cepted, can stimulate its growth and, if neglected, may reduce its 
prestige. It is changed by the need to develop new skills — a require
ment which may often entail the enlistment of those trained in differ
ent disciplines or an apparent incursion into other realms of knowl
edge. It is changed by the impact of new social and moral values 
and by the influence of political decisions reflecting those values. 
It is changed by the spectacular advance of technological innova
tion. It is changed by the mounting demand for a constantly higher 
level of competence — not only in terms of a wider span of knowl
edge, but also a greater depth of knowledge in specialized areas. 
And a profession successfully adapts to its altered environment or 
it runs the risk of extinction. For no calling has a valid claim to eter
nal professional status. It must constantly justify its retention of that 
privilege by responding, in a creative and responsible manner, to 
the changing needs of society.

In view of all these considerations, it seems reasonable to 
conclude that there is no well-established formula by which recog
nition or withdrawal of recognition as a profession can be deter
mined with certainty. Nevertheless, any decisions about scope of 
services must consider the impact which those services may have 
on public attitudes in the light of the factors cited above. In making 
such an appraisal, some useful insights can be gained from a short 
review of the history of the public accounting profession and the 
forces which are currently at work in our society.
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The Evolution of Accounting Practice

The profession’s history is relatively brief — indeed, a few 
elderly CPAs have lived through virtually all of it.

Despite its youth, however, professional accounting in the 
United States has its roots in the distant past. The co-authors of 
Horizons for a Profession describe the influences which brought 
it into existence in these words: “The world of affairs is the domain 
of the accountant. It is his mission to perceive it, to analyze it, to 
bring order to it, to portray it, and the more complex this world 
becomes, the more demanding become the tasks of the accountant. 
Thus there has been a direct historical relationship: public account
ing as we know it today was born in the nineteenth century in 
response to needs generated by the Industrial Revolution, to the 
application of power to machines to which human skill and a meas
ure of human intelligence had been transferred. These irresistible 
technological forces quickly became the economic forces which 
created the factory system, demanded large aggregates of capital, 
increased commerce by orders of magnitude, and led to the crea
tion of that singular legal entity, the corporation. And, just as 
inevitably, these changes in the world of affairs led to the need for 
chartered accountants in Great Britain, to certified public account
ants in the United States, and to their counterparts in other coun
tries.”3

3 Horizons for a Profession, pp. 44-45.

As this passage indicates, the accounting profession in the 
United States was the result of inescapable forces. But its emer
gence was also greatly fostered by a small invasion of British 
chartered accountants shortly before the turn of the century. 
Arriving on these shores to check on their countrymen’s invest
ments, they brought with them a fierce pride in their craft which 
instilled confidence in the business community — and, in turn, their 
example encouraged U.S. accountants to emulate them.

The Americans needed to raise their sights, for most of them 
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occupied a lowly status in society — a status which they may well 
have deserved.

If the early advertising circulars published by accountants 
offer a clear view of their activities, they performed a relatively 
limited function. One of these promotional pieces refers to “plan
ning and remodeling books for business firms, preparation and 
adjustment of partnership accounts, and more especially the peri
odical auditing and verification of books and statements as a safe
guard not only against fraud but against error.”

These accounting pioneers, however, were on the threshold 
of a new era which resulted from both their own efforts and the 
impact of outside events.

First of all, they made a crucial decision: that the accounting 
art would never achieve its full potential unless it was practiced 
at a professional level — and then they set out to create the con
ditions which would encourage that kind of approach. They per
suaded state legislatures to enact laws governing the issuance 
of the CPA certificate; they nurtured educational facilities for 
accounting; they built organizations for the orderly determination 
of professional policies; they stimulated the growth of accounting 
literature; and they delineated a host of standards to guide prac
titioners in discharging their responsibilities.

These achievements were facilitated by a series of develop
ments: the emergence of the United States as one of the world’s 
industrial giants, the need for capital which prompted a vast dis
persion of corporate ownership, the collapse of the stock market 
which led to the enactment of laws imposing tighter controls over 
business — the most notable of these being the legislation which 
created the Securities and Exchange Commission.

These events, coupled with the profession’s own efforts to 
justify public confidence in its work, significantly changed the 
auditor’s mission.

Initially, as suggested in the promotional circular which was 
quoted earlier, the auditor was expected to determine — largely for 
the benefit of operating management—that the financial statements 
of an enterprise correctly reflected its basic books of account. Over 
a period of time, however, he was increasingly asked to assume a 
higher level of responsibility: to assess, on behalf of shareholders, 
creditors and others, the fairness of reports issued by management 
on its stewardship.

The auditor’s role, in fact, is still being redefined. Business 
enterprises are being pressed, for example, to provide additional 
investor-oriented data to aid users in making economic decisions.
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CPAs are being asked to become involved in adding further credi
bility to such disclosures. Nor is the demand that auditors assume 
a broader scope of responsibility limited to the private sector. The 
federal government is suggesting that the profession participate in 
examinations of governmental units which include not only the 
conventional review of their financial reports, but an appraisal of 
whether or not the resources assigned to them are being managed 
in an effective and efficient manner —and whether or not the de
sired benefits of the programs under their direction are really being 
achieved. These and other extensions of the attest function are 
almost certain to continue.

The pressures for change which transformed the auditor’s 
role have also occurred in the other principal areas of the profes
sion’s work.

In the autumn of 1913, Congress enacted an income tax 
statute. It was a simple measure, and the rates were extremely 
modest when viewed from today’s perspective. However, as the 
editor of The Journal of Accountancy promptly recognized, the 
legislation would become a powerful stimulus for the profession’s 
growth. “The income-tax law,” he predicted, “is bound to result 
in the engagement of accountants by many corporations and indi
viduals who have not in the past availed themselves of such serv
ices. And even though such engagements may in the first instance 
be limited to purely income-tax questions, they will undoubtedly 
lead in many cases to a realization by the clients of the wider use
fulness of the work of accountants... .”4

Because CPAs were acknowledged experts in the measure
ment of income, they quickly acquired a preeminent position in the 
tax field. That dominance would be challenged in time. But, despite 
the availability of other sources of tax assistance, CPAs are still 
widely regarded as superior guides through the perplexing maze 
of taxation.

It may have been generally understood at the time that the 
enactment of an income tax law would add a new dimension to the 
practices of accounting firms. Its ultimate impact, however, could 
hardly have been anticipated by even the most prescient observer. 
For the tax laws have become an instrument employed by govern
ment not merely to collect a staggering amount of revenue, but to 
accomplish an array of economic and social goals. They are a 
pervasive force which not only influences how taxpayers design

* John L. Carey, The Rise of the Accounting Profession, 2 vols. (New York: Ameri
can Institute of Certified Public Accountants, 1969), vol. 1, pp. 70-71. 
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their lives, but even how they plan for their deaths. Moreover, the 
search for tax equity has exacted the inevitable price of complexity; 
and complexity in turn has required a never-ending pursuit of 
knowledge by those seeking to assist an often bewildered citizenry.

The fact that taxes affect so many has created an impressive 
volume of work for accounting firms. But the increasing number of 
taxes, as well as their constantly changing nature, has profoundly 
altered the character of tax practice. The diversity of subjects 
embraced in tax practice was revealed in a 1963 survey of a sample 
of firms represented in the Institute’s membership. Substantially 
more than half of them reported that they were concerned with the 
special tax problems inherent in estate planning, personal trusts, 
closely held corporations, employee pension trusts, executive 
compensation, form of business organization, liquidations, multi
state and multi-national operations, reorganizations, mergers and 
acquisitions. Obviously, these tasks confront today’s tax practi
tioner with a challenge far different from the one faced by his 
predecessors.

A similar expansion has occurred in the profession’s third 
major functional area: management advisory services.

According to the co-authors of Horizons for a Profession, 
this expansion has been in part a natural outgrowth of the CPA’s 
audit role:

“The economic data . . . made available to the CPA in an 
audit engagement — and especially in a sequence of such engage
ments — embody the symptoms of illness or health of the enterprise. 
. . . CPAs have been advising their clients about these kinds of 
things as long as there have been CPAs; the rendering of manage
ment services of this kind is not new, as some believe, but is as old 
as the profession itself.”5

5 Horizons for a Profession, pp. 92-93.
6 The Rise of the Accounting Profession, vol. 1, p. 146.

That latter contention is supported by a document from the 
archives — a report, dated June 8, 1910, which was submitted to 
the Westinghouse Electric and Manufacturing Company by a major 
accounting firm. It reveals that the firm had been engaged to investi
gate the company’s organization, its cost and general accounting 
systems, its production methods and its employee incentives. Rec
ommendations on all these aspects of the engagement are ad
vanced in the report.6

However, the implication in Horizons for a Profession that 
most management advisory services are merely by-products of 
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an audit engagement needs to be challenged. Obviously, the knowl
edge gained in a recurring audit can be useful in detecting oppor
tunities for such additional services; but CPAs have, also, long 
rendered advice to non-audit clients on a wide range of problems, 
both on an informal and a highly structured basis.

Like tax practice, the field of management advisory services 
has not been static. It, too, has been transformed under the pres
ures generated by a changing environment — the vigorous com
petition of the marketplace which dooms the inefficient, the emer
gence of corporate organizations of incredible complexity, the 
advent of electronic equipment with fantastic capabilities, the flood 
tide of inventions which makes obsolescence a constant hazard. 
These and similar developments have created a mounting demand 
for consulting talents of a high order; any organization which 
attempted to meet those needs in a responsible manner has been 
obliged to broaden its own span of knowledge and then learn to 
employ that knowledge with consummate skill.

Accounting firms have tried to do precisely that. They have 
sought, quoting an official AICPA document, to provide “profes
sional advisory (consulting) services ... to improve the client’s 
use of its capabilities and resources... ”7 While declining to make 
decisions for management or to assume its operating responsibili
ties, they have applied consulting techniques within the manage
ment process — a process which entails the establishment of ob
jectives, planning, organization, implementation, and control. By 
applying an analytical approach, technical skills, and professional 
objectivity to that process, CPA firms have been able to increase 
the effectiveness of their client’s organizations. This has been 
accomplished through the identification of goals, the collection 
of relevant data, the definition of opportunities for improvement, 
the evaluation of alternative strategies, the presentation of findings, 
the submission of recommended courses of action, and the pro
vision of assistance in implementing the choices made by manage
ment.

7 AICPA Committee on Management Services, Statement on Management Advisory 
Services No. 1, “Tentative Description of the Nature of Management Advisory 
Services by Independent Accounting Firms” (New York: American Institute of 
Certified Public Accountants, February 1969), p. 1.

In pursuing this consulting function, accounting firms have 
substantially expanded their range of services. The Institute’s 
management advisory services division has tentatively identified 
16 functional areas of current MAS practice, including systems 
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design and installation, financial and economic analysis, mana
gerial planning, information and control, cost accounting, executive 
recruitment, personnel administration, operations research, and 
electronic data processing. Even this catalog is by no means com
plete; and since it depicts the current situation, its accuracy will 
diminish with time because of the dynamic nature of MAS practice.

As this brief history has demonstrated, the accounting pro
fession has always been in a state of transition. This is no cause for 
wonder. The value of the services rendered by accounting firms is 
determined by their social utility; hence the firms (and thus the 
profession) are constantly evolving in response to the changing 
needs of society.

One striking result of this broadening scope of practice has 
been the growth in the number of CPAs — from a few hundred at 
the turn of the century to nearly 150,000 today. The increase has 
been particularly remarkable in recent years — as evidenced by 
the fact that the Institute had only 9,000 members at the close of 
World War II and now has more than eleven times that number.

The profession’s expanding scope has also created a grow
ing need for a greater depth of knowledge, a wider variety of skills, 
and hence an increasing emphasis on specialization in many areas.

But this need has resulted not only from a broadened range 
of services. It has also been prompted by developments in the 
profession’s traditional audit function — developments which have 
demanded the acquisition of specialized know-how in computer 
sciences, statistical sampling techniques, reporting requirements 
of governmental agencies, special industry problems, the needs of 
health care and similar institutions, and so forth.

These trends are almost certain to continue. The profession 
is being requested to assume a host of new responsibilities, and 
there is little reason to believe that such pressures will diminish 
unless a conscious and collective judgment is made to refuse to 
accept any additional responsibilities. Consequently, the profes
sion needs to determine what role it wants to play in the future 
and what its response to public needs will be. Such a decision will 
provide the basis for resolving many of the questions relating to 
the future scope of practice and the structure of the profession.

However, in addressing these issues, the profession must 
also consider whether at some point it might jeopardize its status 
as a profession in the eyes of the public if an expanding scope of 
services is embraced.
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Scope of Services

There seems little doubt that the profession is confronted 
with a crossroads decision about its future course: does it wish to 
remain a broad-gauged profession offering a wide range of services 
designed to benefit many users — including management, investors, 
creditors, governmental agencies, and the general public? Or 
should it adopt a more restricted view of its mission?

The latter option may be tempting. Since many of the new 
services involve matters of uncertainty and even controversy, they 
may expose the profession to criticism and possible additional 
legal liability. Moreover, if the additional responsibilities being as
sumed are not clearly delineated, a widening gap may develop be
tween what the profession believes that it can feasibly do and what 
the public expects of it. Finally, as it broadens its range of services, 
the profession redefines its character — provoking, at least for a 
time, confusion about its true identity. This, in turn, may generate 
friction among those engaged in practice as well as between the 
profession and others who offer similar services.

Despite these dangers, the committee on scope and struc
ture is convinced that the profession must not adopt a narrow con
cept of its role.

The profession is being asked to perform additional tasks 
because its expertise is desperately needed. If those who seek its 
assistance are rebuffed, they will be compelled to look elsewhere 
— possibly to others who may be less qualified to provide the 
needed services. That reluctance to accept new responsibilities 
could also reduce the profession’s attraction for talented young 
people who are eager to be creatively involved in serving the pub
lic. Any such disenchantment with the profession on a large scale 
could gravely injure it and might even impair its ability to perform 
its attest function.

There are other cogent reasons to justify a policy of ex
panding scope:

■ The growing public demand for a higher level of assur
ance on the reliability of financial reporting indicates that
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CPAs must find more effective methods of meeting this 
need. A deeper and broader knowledge of all aspects of 
the management process will enhance the judgments 
that are crucial to effective audits. It follows, therefore, 
that the availability of a wide range of highly specialized 
skills which are utilized in an expanded role will supple
ment and improve the performance of the attest function. 

■ As noted earlier, the profession is being urged to apply 
the attest function to matters other than historical finan
cial statements. Interim financial reports, forecasts, ade
quacy of record keeping and internal control, and the 
economy, efficiency, and effectiveness of government 
grant programs are examples of new types of attest serv
ices which are being sought by various public bodies. 
This is not intended to suggest that the profession will 
ultimately decide that it should undertake to provide all 
of the requested services. But it also should not decline 
to do so without giving full consideration to each request. 

■ The increasing use of advisory services provided by pub
lic accounting firms is strong evidence that the users of 
such services perceive them to be both useful and within 
the proper sphere of the profession. Thus it is reasonable 
to conclude that providing such services will not lead to 
any loss of status with this segment of the public. On the 
contrary, it should enhance the profession’s status.

■ The fact that other groups provide services that are simi
lar to those rendered by the profession should not lead 
to the conclusion that such services should be avoided. 
The existence of competing sources for similar services 
is not a circumstance that is new or unique to the public 
accounting profession. In the last analysis, the public will 
look to those who best meet its needs; and, in many cases, 
the availability of a service from more than one source 
will be viewed as being in the best interests of the users. 
Moreover, since many of the services being sought in
volve significant elements of accounting, the public 
should not be foreclosed from obtaining them from the 
profession.

■ The committee’s study produced no evidence that would 
suggest avoidance of an expanding scope of services. 
Several of those interviewed by the committee did ex
press some concern that it might jeopardize the attest 
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function. However, the committee uncovered no signifi
cant objective evidence indicating that independence 
had been impaired as a result of providing a broad range 
of services to audit clients. In the absence of such evi
dence, the committee concluded that it is unlikely that 
public attitudes will demand a curtailment of the present 
scope of services. In addition, it was concluded that the 
crucial qualities of integrity and objectivity need not be 
impaired by a policy of expanding the profession’s serv
ices, provided that certain restrictions to be discussed 
later are observed.

The present broad range of services performed by the pro
fession is a natural outgrowth of its own development. As previ
ously mentioned, it evolved from an original base of services which 
was rooted in providing advice on business matters, record keep
ing, and reviewing and reporting on stewardship. The skills devel
oped from this base involve recording, analyzing, evaluating, and 
reporting of data relating to economic transactions. These skills 
have been utilized over the years in advising owners, managers, 
and third parties in an ever-widening scope of services aimed at 
aiding management and investors to achieve a more effective use 
of resources. Of prime importance among these services is the 
lending of credibility to the reliability of financial statements to fa
cilitate the functioning of today’s capital markets.

It must be acknowledged, however, that the diversity of serv
ices provided by practitioners has raised the question of whether 
the profession is engaged in performing incompatible services and, 
if so, whether the result will be a diminution of the professional 
status of CPAs.

There have been several attempts to deal with this question. 
One of them resulted in a proposition that all matters having to do 
with information systems fall properly within the scope of services 
to be rendered by CPAs. This view implied the conclusion that pro
fessional status would not be endangered by engaging in at least 
some services other than the attest function. Although it endorses 
this implied conclusion, the scope and structure committee be
lieves that there is a broader characteristic than information sys
tems which provides the common base for the present and future 
services of a unified profession.

That characteristic is the expressing of opinions and the 
providing of advice and assistance on the accounting for, or the 
management of, the utilization of resources.
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In tracing the profession’s history, it seems clear that the 
profession’s expanding skills have been applied consistently to 
offering such counsel. Advice or assistance on accounting, finan
cial reporting, and taxes — as well as the many activities generally 
included under the term management advisory services — all have 
the above characteristic in common.

Although the domain of accounting has steadily enlarged, 
it can be argued that the basic function performed by the profes
sion — i.e., the expressing of opinions and the providing of advice 
and assistance on the accounting for, or the management of, the 
utilization of resources — has not changed in any fundamental way. 
The need for such assistance has certainly increased; the number 
of those seeking it has multiplied; the manner of delivering it has 
been modified; the knowledge required to provide it has grown. 
Yet the basic function of the profession has remained essentially 
the same, and this has provided a cohesive force which has trans
formed what might otherwise appear to be merely a collection of 
diverse talents pursuing different objectives into a unified profes
sion endowed with a common purpose.

It is recognized that a question remains as to whether the 
public either does or would continue to view a characteristic of 
such breadth to be appropriate for the profession. As indicated 
earlier, there is no available method whereby a completely reliable 
answer to that question can be determined. The measurement of 
public attitudes in a fast-changing society is — and always will be 
— an uncertain process.

Even if firm reassurances could be obtained in regard to 
public attitudes, some members may deplore the adoption of such 
a comprehensive concept of the profession’s role. This concern 
seems primarily to reflect a skepticism about the ability of the pro
fession to develop or maintain competence in a diversity of man
agement techniques. In the last analysis, however, since the public 
will seek services only from those who are most competent to pro
vide them, there is little danger that the profession’s scope will 
exceed reasonable bounds. There would be little if any motivation 
to attempt to provide services for which there was no natural or 
valid demand.

In view of all these considerations, the committee on scope 
and structure believes that the profession, as it has in the past, 
must be willing in the future to maintain a broad and expanding 
range of services which are responsive to the needs of society. In 
doing so, however, it must not ignore a number of constraints which 
are essential to the retention of its professional status.
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Constraints on Scope of Services

The decision to remain a broad-gauged profession does 
not, of course, obligate every practice unit to do everything which 
might be requested of it.

Obviously, practitioners are entitled to follow their own per
sonal preferences in deciding which services to refrain from offer
ing. But each firm has a further duty: it must consider a number of 
factors in determining its own proper scope of services.

The first factor is so patently obvious that it can be dis
missed in a sentence: services cannot be performed which are re
served by law to others.

The second constraint to be weighed in evaluating whether 
or not a particular service should be provided is much more cru
cial and, thus, deserves more attention.

The Institute’s Code of Professional Ethics imposes a duty 
upon every member to perform his work with a high degree of 
professionalism.

The concepts section of the Code offers additional guidance 
on meeting that obligation:

“Observance of the rule on competence calls for a subjec
tive determination by a CPA with respect to each engagement. 
Some engagements will require a higher level of knowledge, skill, 
and judgment than others. Competence to deal with an unfamiliar 
problem may be acquired by research, study, or consultation with 
a practitioner who has the necessary competence. If a CPA is un
able to gain sufficient competence through these means, he should 
suggest, in fairness to his client and the public, the engagement of 
someone competent to perform the needed service, either inde
pendently or as an associate.”8

8 American Institute of Certified Public Accountants, Code of Professional Ethics, 
March 1974 ed. (New York: American Institute of Certified Public Accountants, 
1974), pp. 9-10.

The Code’s injunction to perform with competence is cou
pled with a requirement that members must be aware of, and com
ply with, technical standards applicable to an engagement. They 
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are also reminded that since published standards can never cover 
the whole field of practice, they are expected to keep “broadly 
informed.”

These observations may cause some hesitation in contem
plating an engagement for which no substantial body of perform
ance standards may exist. The provision of such guidelines is a 
responsibility resting primarily with the American Institute, which 
has done much to meet that obligation. This is particularly true for 
the traditional audit function; but an increasing fund of instructional 
material is being provided for specialized audits, for engagements 
in the area of management advisory services, and for appropriate 
conduct in tax practice.

Even though he is armed with a considerable body of gen
eral standards applicable to all services, a practitioner would be 
well advised to proceed with caution when asked to perform a serv
ice for which specific guidelines may not be available. Above all, 
he must achieve a full understanding about the nature and objec
tives of the engagement with those who will rely upon his work, and 
he must firmly decline to accept responsibilities which neither he 
nor anyone else could discharge.

It would be an error, however, to shun a particular service 
solely on the grounds that a complete set of technical standards 
governing the performance of that service has not yet been de
veloped. An outright prohibition on exploring new frontiers of serv
ice would inhibit progress in the formulation of needed standards 
which can only evolve as experience is gained in a particular area 
of practice. Moreover, such a ban would deprive the public of as
sistance which it requires now — not at some later time when all 
the unresolved issues have been settled.

Perhaps the most significant question to be answered in ap
praising the propriety of any particular service is this: would it be 
compatible with the firm’s obligation to maintain its public credi
bility in the performance of the attest function?

This is a significant inquiry because the performance of the 
attest function is of overriding importance to the profession’s fu
ture status. But more than the profession’s own self-interest is 
involved in safeguarding the function. In adding credibility to finan
cial statements through his involvement in the reporting process, 
the CPA becomes a crucial element in the operation of an effective 
capital market. It is reasonable to assume that a broad-scale ero
sion of confidence in the profession’s audit independence would 
impede the flow of investments and thus disrupt the whole 
economy.
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This issue of independence is a complex matter which is 
discussed at length in the AICPA’s Code. It notes that independ
ence has traditionally been defined by the profession as the ability 
to act with integrity and objectivity. The first is a quality of char
acter; the second is an attitude of mind. Both are difficult to evalu
ate except through observing actions and relationships in the con
text of a specific situation.

The concepts section of the Code also observes that pres
sures upon a CPA’s integrity or objectivity are offset by powerful 
countervailing forces, including the possibility of legal liability, pro
fessional discipline ranging up to revocation of his license to prac
tice, loss of reputation, and, “by no means least, the inculcated 
resistance of a disciplined professional to any infringement upon 
his basic integrity and objectivity."

In establishing rules relating to independence, the concepts 
section of the Code declares that “the profession uses the criterion 
of whether reasonable men, having knowledge of all the facts and 
taking into consideration normal strength of character and normal 
behavior under the circumstances, would conclude that a specified 
relationship between a CPA and a client poses an unacceptable 
threat to the CPA’s integrity or objectivity.’”

The document then focuses on the attest function:
“When a CPA expresses an opinion on financial statements, 

not only the fact but also the appearance of integrity and objec
tivity is of particular importance. For this reason, the profession 
has adopted rules to prohibit the expression of such an opinion 
when relationships exist which might pose such a threat to integ
rity and objectivity as to exceed the strength of countervailing 
forces and restraints. These relationships fall into two general cate
gories: (1) certain financial relationships with clients and (2) rela
tionships in which a CPA is virtually part of management or an em
ployee under management’s control.

“Although the appearance of independence is not required 
in the case of management advisory services and tax practice, a 
CPA is encouraged to avoid the proscribed relationships with cli
ents regardless of the type of services being rendered. In any event, 
the CPA, in all types of engagements, should refuse to subordinate 
his professional judgment to others and should express his con
clusions honestly and objectively.”10

9 Code of Professional Ethics, March 1974 ed., p. 7.
10 Ibid.
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The concepts section concludes with these words:
“To sum up, CPAs cannot avoid external pressures on their 

integrity and objectivity in the course of their professional work, 
but they are expected to resist these pressures. They must, in fact, 
retain their integrity and objectivity in all phases of their practice 
and, when expressing opinions on financial statements, avoid in
volvement in situations that would impair the credibility of their 
independence in the minds of reasonable men familiar with the 
facts.””

The scope and structure committee endorses these pre
cepts and has concluded, in the light of them, that engaging in a 
consultative role or providing assistance on a broad range of mat
ters related to accounting for, or management of, the utilization of 
resources would not diminish a practitioner’s appearance of being 
free of client control in the eyes of the public provided the services 
rendered were professional in nature. The subject matter involved, 
or the fact that the primary user of the services might be manage
ment rather than third parties, should have little bearing on the 
appearance of being independent. However, becoming involved 
in an administrative capacity, or assuming the functions of manage
ment, is a role that would very likely contradict the right to be re
garded as being independent. Thus the committee believes that a 
strict adherence to an advisory role is of crucial importance when
ever a high risk exists that the rendering of any particular service 
will create doubts in the public mind about the independence of a 
firm or practitioner in the performance of the attest function.

Even when a consultative role has been strictly maintained, 
it may be difficult under certain circumstances to avoid appearing 
to be biased or lacking in independence with respect to expressing 
opinions on financial statements. The risk of this occurring in
creases considerably when the services performed may have a 
significant impact on a client’s financial statements and where 
there is reasonable doubt as to the ability of management to ap
praise the proferred advice. In these situations, the practitioner 
must consider whether a choice must be made between performing 
the audit or rendering the service which might prompt questions 
regarding his independence.

The basic emphasis of the cited excerpts from the AICPA’s 
Code of Professional Ethics is that the propriety of any specific 
service hinges importantly on the manner in which it is performed.

11 Code of Professional Ethics, March 1974 ed., p. 9.
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In harmony with that philosophy, the Institute’s division of 
management advisory services has issued several statements for 
the guidance of members in their consulting activities. One of them 
contains this observation:

“The role of an independent accounting firm in performing 
management advisory services is to provide advice and technical 
assistance, and should provide for client participation in the ana
lytical approach and process. Specifying this as the proper role 
recognizes both the appropriate place of management advisory 
services and the realities of practice. This is the only basis on which 
the work should be done and it is the only basis on which responsi
ble management should permit it to be done.”12

12 Statement on Management Advisory Services No. 1, p. 1.

As the MAS division continues to release such guidelines 
for the professional approach to consulting, it may well diminish 
concerns over any possible loss of independence by further clari
fying the way in which CPAs are expected to conduct their MAS 
engagements.

There have been suggestions that a CPA firm should be pro
hibited from providing any management advisory services to audit 
clients. This drastic step would have a number of adverse effects: 
the advantages of familiarity with the client’s operations would be 
lost; the costs of performing the services would doubtless be in
creased; the insights gained in the engagement which might in
crease audit effectiveness would be sacrificed; the discipline 
imposed by a continuing client relationship would be diminished. 
Such a remedy, purchased at such a heavy cost, would be war
ranted only if adequate evidence could be cited that the perform
ance of consulting services was in fact imperiling the profession’s 
reputation for independence. As noted earlier, the committee has 
not found any significant objective evidence which would suggest 
that such an impairment of independence has occurred.

The suggestion has also been advanced that one or more 
of the “peripheral” management advisory services, i.e., those 
which may appear to be only marginally related to the traditional 
accounting function, ought to be proscribed.

This may seem at first to be an inviting course of action.
The challenged services are presently performed by rela

tively few firms, and none of them constitutes a major part of the 
practice of any firm. A prohibition against one or more of these 
services would not inflict much of a hardship on the profession, 
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but it would deprive the business community of convenient access 
to useful assistance. A decision to ban a particular service, how
ever, cannot be justified if it is merely designed to silence those 
who question the propriety of that service. Such a gesture of ap
peasement, even if it proved effective in mollifying the critics (a 
dubious assumption), would set a dangerous precedent. If any 
proscription were to be adopted, it ought to be the result of a clear 
determination, based on solid evidence, that the prohibited service 
was creating serious questions about the profession’s independ
ence in performing its attest function.

In determining what services to offer, a practicing unit also 
needs to be concerned about its “image” — an admittedly vague 
term for describing the overall impression of its character which is 
created in the minds of others by its actions. If a firm’s range of 
services appears to exceed its resources in talent, it may provoke 
skepticism about the general level of its competence. Or if it seems 
excessively concerned about growth, it may generate fears not only 
about its fidelity to the professional commitment of service above 
self, but about its ability to maintain adequate supervision over the 
quality of its performance. Or if its non-audit services become, or 
seem to become, a dominant element in its practice, it may run the 
risk of appearing to downgrade its vital audit function. Or if any 
significant individual service which it renders is predominantly 
commercial in character, it may jeopardize its professional status.

These are matters which need to be thoughtfully weighed; 
but they can only be weighed by each of the practicing units within 
the profession. They, and they alone, are in a position to consider 
all of the factors which must be taken into account in making a 
decision.

This, however, does not relieve the Institute of its own spe
cial obligation to do all within its power to ensure that the actions 
of its members are consistent with their responsibilities to the pub
lic. If the reputation of the profession as a whole were being en
dangered by any segment of the profession, it would have a duty to 
serve as the instrument of the collective will of the profession in 
attempting to rectify the situation.

The decisions to date by accounting firms on their scope of 
services do not appear to pose any such threat to the profession’s 
reputation.

Obviously, it would be easier to explain the profession to 
others if its activities were confined, for example, to the perform
ance of independent audits. But the likelihood that its performance 
of a wide range of services may increase the difficulty of promoting 
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general understanding of the profession hardly justifies the impo
sition of artificial limitations on its scope.

The adoption of needless restrictions, indeed, would be a 
disservice to all concerned. If the firms were permitted to do now 
only what they have done in the past, they would obviously be far 
less helpful to society; and, if they were confined in the future to 
doing only what they presently do, they would be precluded from 
becoming even more useful.

The profession must insist, therefore, that its opportunities 
to provide a needed service should not be curtailed, so long as it 
renders that service with due regard for all its obligations, includ
ing the imperative duty to perform with competence, integrity, and 
objectivity.

The decision to remain a broad-gauged profession, how
ever, raises some additional issues which need to be explored.
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The Need for Multi-Disciplines and Specialization

Nearly a decade ago, the Institute’s Council adopted a state
ment setting forth a description of accounting.

It reads in part:
“Accounting is a discipline which provides financial and 

other information essential to the efficient conduct and evaluation 
of the activities of any organization.

“The information which accounting provides is essential for 
(1) effective planning, control and decision making by manage
ment, and (2) discharging the accountability of organizations to 
investors, creditors, government agencies, taxing authorities, asso
ciation members, contributors to welfare institutions, and others.

“Accounting includes the development and analysis of data, 
the testing of their validity and relevance and the interpretation and 
communication of the resulting information to intended users. The 
data may be expressed in monetary or other quantitative terms, or 
in symbolic or verbal forms.

“Some of the data with which accounting is concerned are 
not precisely measurable, but necessarily involve assumptions and 
estimates as to the present effect of future events and other uncer
tainties. Accordingly, accounting requires not only technical knowl
edge and skill, but even more importantly, disciplined judgment, 
perception and objectivity.”13

13 The Rise of the Accounting Profession, vol. 1, pp. 10-11.

Many elements of this description remain valid even with 
the passage of time.

It has, however, a serious deficiency: it does not adequately 
emphasize the fact that a command of more than one field of knowl
edge is required if the profession is to be fully responsive to the 
growing public need for better and more extensive services.

The definition, indeed, rests upon the assumption that the 
discipline of accounting is the characteristic which provides the 
common base for the profession and its scope of services. Obvi
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ously, this is a view which is widely held both within and outside 
the profession. It is a view which is reinforced by the fact that 
entrance to the profession has been achieved solely by passing 
the Uniform CPA Examination, which is aimed principally at testing 
accounting and auditing knowledge, and by the fact that only 
certified public accountants are permitted to be affiliated with the 
Institute.

Nonetheless, the desirability of reexamining this underlying 
premise is suggested by a number of developments. Some of these 
relate to the attest function. The need for improving upon the cur
rent high levels of assurance on the reliability of financial informa
tion, the expression of opinions on matters other than historical 
financial statements, and a more realistic portrayal of economic 
values indicates that a multi-discipline approach to practice has 
become inescapable. In addition, the profession has been under 
mounting pressures to supplement its basic accounting skills with 
varied disciplines in providing a wide range of advisory services. 
These pressures are a natural outgrowth of an economy which in
volves intricate business transactions, highly developed capital
raising techniques, elaborate entity structures, and extensive inter
vention by government in the private sector.

In order to meet these new demands, the profession has 
sought to acquire the expertise needed to supply the requested 
services. It has done this by training CPAs and non-CPAs in the 
necessary disciplines and by employing non-CPA experts in the 
other disciplines.

This need for a multi-discipline approach, incidentally, is 
not confined to public practice. It exists in industry and in govern
ment.

D. L. Scantlebury of the General Accounting Office has 
written:

Much has to be learned about melding the work of auditors and 
experts in other fields. My contacts with others in the accounting 
profession lead me to believe that we in GAO are leading in this 
trend and that others are just beginning to experiment with it. 
However, we are far from having reached the optimum in using 
expert help, and if we want to do our work as easily, yet as effec
tively as possible, we must continue to expand our capabilities to 
use other disciplines. The areas of interest to the Congress are 
so broad and what the Congress looks to GAO for is so diverse 
that we cannot respond appropriately unless we do expand this 
capacity. I view this process of melding the talents of auditors and 
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experts in other disciplines as the major challenge in auditing in 
the next decade.14

In view of all these developments, the profession’s tradi
tional structure ought to be reexamined to ensure that it fully rec
ognizes that a broad-gauged profession has emerged.

If a creative response is to be made to these events, the 
profession needs to rethink its mission and the structure which will 
best serve its purposes.

Unless a conscious decision is reached, the profession may 
well fail to move in an orderly manner toward well-defined objec
tives. In the view of the committee on scope and structure, those 
objectives should be a profession that embraces a unifying con
cept of its role and a structure that is designed to accommodate a 
multi-discipline approach to practice.

The committee has already identified a common base for a 
unified profession: the expressing of opinions and the providing of 
advice and assistance on the accounting for, or the management 
of, the utilization of resources.

In regard to desirable structural changes, the committee is 
also convinced that the profession should take prompt action to 
provide for the formal recognition of specialization.

Clearly, a multi-discipline approach to practice, generally 
requiring a division of labor within the firms along specialist lines, 
is already being pursued by many firms. In effect, therefore, de 
facto recognition of specialists exists today; but it is granted by 
firms and thus it is based on various criteria.

If a profession-wide program were inaugurated, a far higher 
degree of uniformity in the criteria for recognizing specialists could 
be attained. Moreover, the opportunity to achieve such recognition 
in specific fields would be made more readily available to all prac
titioners and not confined to those associated with firms whose 
size permits an organizational setup which encourages a presump
tion of expertise.

There are two other important benefits to be derived from a 
formal program to recognize specialists within the profession:

■ The provision of such recognition would be an incentive 
to excellence. The attainment of a further mark of distinc
tion by meeting a set of standards formulated by one’s

14 D. L. Scantlebury, “Using Analytical Experts in Auditing,” The GAO Review, 
Summer 1974.
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professional colleagues would be a source of personal 
satisfaction. But, more significantly, the effort to acquire 
that additional prestige would demand a vigorous pursuit 
of knowledge and that, in turn, should benefit the public 
by ensuring an even higher quality of service.

■ Such recognition, gained within the profession’s national 
organization, would underscore the point that the special
ized areas are legitimately within the profession’s scope 
of services. It would, in effect, validate what is presently 
being done in practice; and this is important because the 
committee believes that what is being done is what ought 
to be done if firms are to remain fully capable of meeting 
society’s needs.

The committee’s recommendation that the Institute should 
inaugurate a formal program for the recognition of specialists has 
been sketched out in rather broad strokes.

It is now time to translate that general proposal into a de
tailed plan of action.
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A Plan for Implementation

Under the program envisioned by the scope and structure 
committee, a number of the existing senior technical divisions 
would be empowered to develop qualifying procedures to be used 
in admitting specialist members to the divisions.

Initially, this assignment would be given to the division of 
federal taxation and the division of management advisory services. 
In addition, the divisions of accounting and auditing standards 
would be requested to conduct a joint study of the categories of 
specialization which might be appropriate in their areas (for exam
ple, specialization by industry, SEC practice, and auditing tech
niques such as statistical sampling and computer auditing).

Pending the creation of specialist examinations, which would 
be administered annually by the Institute and would be of compara
ble difficulty to the Uniform CPA Examination, a member of the 
Institute would be eligible for admission as a specialist to one of 
the divisions by providing evidence that he was devoting a plurality 
of his time to that specialty and had done so for a period of two 
years.

As soon as suitable examinations have been prepared, 
AICPA members who had not already been admitted during the in
terim period would be required to pass one such examination as a 
prerequisite for admission as a specialist to a division. The suc
cessful completion of one of these examinations would entitle the 
member to receive an appropriate document attesting to his 
achievement.

An AICPA member specialist would also be entitled to refer 
to his affiliation with a division on business cards and elsewhere — 
e.g., “Member of the AICPA Federal Taxation Division.” It is rec
ognized that such a reference would require a modification of the 
current interpretation of Rule 502 issued by the Institute’s division 
of professional ethics. The use of such a designation, in addition, 
would be subject to regulations of the appropriate state board of 
accountancy.

Each of the divisions would be requested to determine the 
categories of specialization and the required qualifying examina
tions for them.
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Each of the divisions would also be urged to consider 
whether all those affiliated with it as specialists should be obliged, 
as a condition of continuing affiliation, to devote a specified amount 
of time, for example, 24 hours a year, to qualified professional edu
cation in the area of their specialization.

Responsibility for carrying out the specialization activities 
would be lodged in the executive committees of the appropriate 
divisions of the Institute. The principal functions would be as 
follows:

■ Develop and approve specialist examinations— with the 
concurrence of the AICPA Board of Examiners and with 
the assistance of the staff of the examinations division.

■ Establish, with the approval of the Board of Directors and 
Council, the requirements for membership in the special
ist divisions.

■ Conduct national or regional conferences for members 
of the divisions — though such meetings would be open to 
all AICPA members.

■ Issue technical standards and statements on matters in 
the name of the Institute — in accordance with the author
ity already vested in the senior committees by the bylaws 
and resolutions of Council.

■ Publish technical articles.
■ Review, advise, and provide assistance in the develop

ment of continuing professional education courses and 
material.

As mentioned earlier, in order to perform the full range of 
services expected of it, the profession has needed an extensive 
array of talents.

It was once assumed that everyone likely to occupy respon
sible positions in practice would enter the profession through the 
common portal of the Uniform CPA Examination. That assumption 
rested on another one: that an adequate quantity and degree of 
skills required to perform the full range of services expected of the 
profession could be acquired through individuals possessing the 
CPA certificate. But this has not occurred in the past, nor is it likely 
to occur in the future. The primary focus of the CPA examination 
is on the profession’s attest function — and necessarily so because 
it is this function, which so clearly affects the public interest, that 
prompted the enactment of state accountancy legislation in the 
first place. In order to enhance their chances of success (and, in 
fact, to be eligible to sit for the examination in some jurisdictions), 
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most candidates for the certificate are obliged to concentrate their 
formal educational and other developmental efforts on acquiring a 
thorough familiarity with the subject matters covered in the exami
nation. Admittedly, once having earned the CPA title, many have 
acquired the additional know-how to perform with distinction in 
diversified areas of practice. But the supply of such people has 
always been inadequate, and the prospects are dim that the short
age will be eliminated in the foreseeable future.

Consequently, as mentioned earlier, firms have been forced 
to look beyond the ranks of CPAs to those trained in other disci
plines. It is estimated, for example, that nearly three-quarters of the 
approximately 5,000 individuals who perform management advi
sory services on a full-time basis within the larger accounting firms 
and who contribute their expertise in such fields as computer sci
ences and statistical sampling to the conduct of audit engagements 
are not certified public accountants. These are men and women 
of stature, with outstanding academic credentials in terms of their 
own special fields of knowledge; and they are a vital factor in the 
ability of their firms to render the wide range of services being 
sought from them.

It might be argued that the only appropriate way for them to 
achieve recognition within the profession is to become certified 
public accountants. But this would be asking more than can be 
reasonably expected of them. They have already expended consid
erable time in developing their own specialized skills and, while 
the additional knowledge needed for passage of the CPA examina
tion might be beneficial, it can hardly be deemed essential for the 
effective performance of the tasks assigned to them.

It might also be contended that instead of employing such 
specialized talents on a full-time basis, accounting firms should 
collaborate with other organizations possessing the required com
petence. This kind of cooperative effort does occur, of course; and 
it may well occur with increasing frequency on engagements de
manding a multi-discipline approach (e.g., in conducting reviews 
of the effectiveness of highly complex social programs). But there 
are compelling advantages in having immediate and continuing ac
cess to the needed skills within a firm. It facilitates the maintenance 
of quality standards; it encourages an integrated approach to cli
ent problems; it permits a freer interchange between experts in 
various disciplines to the benefit of all; and it results in a more effi
cient deployment of personnel.

In view of these factors, it seems highly desirable that the 
non-CPA specialists employed by public accounting firms should 
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be allowed to participate in any Institute program for the recogni
tion of specialists.

The exclusion of them would have the serious defect of 
failing to recognize the realities of present-day practice.

This could lead to two results, neither of which is pleasant 
to contemplate. It could deprive accounting firms of the valuable 
skills of non-CPAs by discouraging them from pursuing their spe
cialties within the profession, and it could impel the non-CPAs to 
seek recognition elsewhere and thus impede efforts to nurture unity 
within the profession.

Consequently, once the specialist examinations have been 
developed, consideration should be given to making them available 
to a non-CPA specialist if he meets the following requirements:

■ He is employed on the professional staff of a firm which is 
represented by one or more partners in the membership 
of the Institute.

■ He has earned a baccalaureate degree from an accredited 
college or university.

In order to be granted a document attesting to his profi
ciency in a specialist area, he would also be required to —

■ Pass the business law and the auditing sections of the 
Uniform CPA Examination. (Conditioning requirements 
would be those applied in the state in which he took the 
examination.)

■ Satisfactorily complete the professional ethics course of
fered by the AICPA’s continuing professional education 
division which includes an open-book examination to 
evaluate the performance of the participant.

■ Pass the specialist examination.

When sufficient experience has been gained with the spe
cialist examinations and their level of difficulty has been clearly 
demonstrated, consideration should also be given to granting 
membership status in the divisions to those non-CPAs who have 
completed the required qualifying process. This should entitle them, 
like their CPA counterparts, to refer to their affiliation with a divi
sion. But their membership status would be surrendered if they 
ceased to be employed by a firm represented in the AICPA mem
bership, and it could be suspended or revoked if, under the regular 
disciplinary procedures of the Institute, they were found to have 
violated the Institute’s Code of Professional Ethics. If a continuing 
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education requirement had been established, it would apply to 
them as well as the CPA specialist members.

The eventual admission of these non-CPAs to the specialist 
divisions on the basis of these stringent requirements would have 
a number of benefits:

■ It would be helpful in developing an even stronger sense 
of identity with the accounting profession.

■ It would be equally useful in promoting a deeper appre
ciation of the profession’s overall responsibilities. This 
awareness would be enhanced by bringing the non-CPA 
specialists employed by firms more directly within the 
purview of the profession’s disciplinary machinery for 
any departures from the Institute’s Code of Professional 
Ethics.

■ It would doubtless assist firms in attracting and retaining 
individuals who can contribute significantly to the firms’ 
abilities to meet the expanding needs of the public as well 
as to elevate the quality of their existing services.

■ Finally, it would enable the Institute to gain more ready 
access to individuals whose specialized talents would be 
valuable in formulating guidelines to assist members in 
performing services, including some aspects of audit en
gagements, which increasingly demand a multi-discipline 
approach.

It should be emphasized that this proposed program for for
mal recognition of specialization is designed to strengthen the 
ability of the Institute to serve the needs of its members and those 
qualified individuals who are associated with them in practice. The 
proposed arrangement, in other words, is a supplement to, not a 
substitute for, any part of the present organizational setup. The 
Institute must continue to serve all of its members, whether or not 
they are qualified as specialists, through its current structure of 
Council, Board of Directors, and existing committees.

The scope and structure committee recognizes that the au
thority to determine whether or not these recommendations are to 
be implemented — and the timing of such implementation — rests 
with the policy-making bodies of the Institute.

However, in order to set forth clearly the needed actions, the 
committee suggests that the following timetable be considered:

■ As soon as practicable. The Board of Directors should 
authorize the distribution of this report, as a discussion 
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draft, to members of Council, to appropriate state society 
officers and committees, and to members planning to at
tend the 1974 annual meeting of the Institute as back
ground for a series of sessions at that meeting. This would 
be the beginning of a year-long exploration of the report 
throughout the profession.

■ Prior to the 1975 fall meeting of Council. The Board of 
Directors should approve the report, as finalized by the 
committee in the light of the discussions, for submission 
to the Council.

■ At the 1975 fall meeting of Council. The Council should 
approve the report for implementation, with the exception 
that action on the proposal to offer membership status in 
the divisions to qualified non-CPAs would be deferred 
until sufficient experience had been gained with the spe
cialist examinations.

■ In 1976-1977. Consideration should be given by the Board 
of Directors and Council to submitting a bylaw amend
ment to a membership vote which would permit member
ship status in the divisions to be bestowed upon the quali
fied non-CPAs.

During the next year or so while these policy reviews are in 
progress, the appropriate senior technical divisions should be de
voting at least preliminary study to implementing the plan outlined 
in this report. When the clearance procedures have been com
pleted, they should be in a position to discharge promptly the main 
responsibilities assigned to them, i.e., the development and field 
testing of the specialization examinations and the inauguration of 
a program of activities which meets the needs of members of the 
divisions.

This schedule provides an ample amount of time for full 
consideration of the report; and this is clearly warranted by the 
long-term significance of the proposals advanced in it.

At the same time, the suggested timetable ought to encour
age an orderly resolution of some vital issues which, in the com
mittee’s view, should be settled as promptly as due regard for pru
dence and a commitment to the democratic process will permit.

Obviously, the implementation of these proposals will re
quire members of the profession to adopt a hospitable, if not uncrit
ical, attitude toward new ideas.

That will not be easy.
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In his history of the profession, John Carey makes this per
tinent comment:

“The accounting profession today is the product of an indus
trial, free-enterprise economy, supported mainly by private capital, 
but subject to widespread government regulation. Economic and 
social change created the need for an accounting profession — but 
accountants themselves created the profession by constantly rais
ing their standards of performance, by improving their own educa
tion and training, by enlarging the scope of their services, and by 
accepting heavier responsibilities.

“All this has not been easy. Progress at times has seemed 
slow, and often it has been painful. CPAs, being human, have rarely 
embraced change with enthusiasm, or happily abandoned the se
curity of the familiar. Many of their advances, indeed, have been the 
result of outside pressures. But to do them credit, the CPAs have 
had the intelligence to recognize the significance of those pres
sures — and to react to them before it was too late. Much of the 
progress must be credited to a succession of gifted, perceptive and 
courageous leaders who have foreseen the need for change and 
persuaded their colleagues to accept it — not always without in
ternal conflict, and almost always only after protracted debate.”15

This report is also likely to produce extensive discussion 
within the profession.

Such a result will be welcomed by the committee — not only 
because it will provide evidence of the vitality of the profession, but 
because it will increase the likelihood that the ultimate decisions 
will be soundly conceived.

15 The Rise of the Accounting Profession, vol. 1, pp. 4-5.
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