Changing accounting education with purpose: Market-based strategic planning for departr
Nelson, Irvin T;Bailey, James A;Nelson, A Tom

Issuesin Accounting Education; May 1998; 13, 2; ProQuest Central

pg. 301

Issues in Accounting Education
Vol 13, No. 2
May 1998

Changing Accounting Education
With Purpose: Market-Based
Strategic Planning for Departments
of Accounting

Irvin T. Nelson, James A. Bailey and A. Tom Nelson

ABSTRACT: Three independent factors are simultaneously motivating changes
in accounting education: the 150-hour educational requirement, the “accounting
education change” movement, and changes in accreditation standards. These
three catalysts combine to provide a unique window of opportunity for change.
The authors build on models presented by Hofer and Schendel (1978) and
Porter (1985) to suggest a planning process involving ten sequential steps
to enhance the likelihood of making change with purpose. The steps are:

Study your potential markets.

Evaluate your raw materials.

Evaluate your resources.

Study your competition.

Develop your strategy (select your niche).
State your mission.

Design your product.

Design your production process.
Implement change.

Monitor outcomes.

The process outlined can cause discomfort, but also holds great promise.
Accounting faculties should honestly and openly talk about some very difficult
issues. The CPA market is not the only one that faculty should consider. There
may be tremendous opportunities for exploitation of previously ignored market
segments with new “products.”

SORXINDU A WN

-

he phrase “Accounting educa-

tion change” has been widely

used in recent years. It seems
that everyone is talking about
change. Some accounting depart-
ments are implementing various
forms of change, and others are plan-
ning future change. (Still others are
sick of hearing about change.) How
can a department of accounting en-
sure that its change efforts will lead
to desired outcomes?

Strategic planning is a tool that
can help ensure that the change pro-
cess will be effective. Various strate-
gic planning models for accounting
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education have been proposed in re-
cent years. Elliott (1992, 81) encour-
aged academics to “redesign their
product and their delivery process,”
adopt a “customer orientation,” and
“figure out how to create greater edu-
cational value for their customers.”
He modeled education in the form of
a university value chain. Primary ac-
tivities (recruiting students, curricu-
lum design, educating students and
continuing education) are bolstered
by support activities (libraries, dor-
mitories, research, etc.). Together,
they create a margin of utility greater
than the total costs of operating the
university. The value flows from fac-
ulty, to the university, to the students
and, finally, to employers. He concep-
tualized the research function as an
entirely separate value chain. While
valuable as a theoretical model,
Elliott’s (1992) strategic-planning
model does not provide specific direc-
tion to accounting faculties on how
to actually do strategic planning.
The Ernst & Young Foundation
funded a “Strategic Planning Part-
nership” project in which 13 col-
leges and universities went through
a strategic-planning process
(Moore and Diamond 1995). This
project was very “hands-on” and en-
compassed both research and
teaching. The framework consid-
ered environment, marketplace,
competition, stakeholder needs and
SWOT (strengths, weaknesses, op-
portunities and threats) on one di-
mension, and distinctive capabili-
ties, measurements, strategies and
action plans on another dimension.
The work plan involved many meet-
ings and work sessions requiring in-
tensive time commitments over 18-
24 weeks, including meetings with
expert consultants in strategic
planning. Although it had the ad-
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vantage of being comprehensive, we
believe the 18-24 week process is
too time-consuming to be used by
many departments of accounting.
Most importantly, the process re-
sulted in plans that seem remark-
ably similar, which may or may not
be reflective of the similarity of the
institutions involved. In either case,
because the process did not encour-
age the faculties of the various
schools to differentiate themselves
by selecting specific market niches,
it resulted in mission statements
and strategies to “be all things to
all people.” Such may not be an ef-
fective approach for some pro-
grams, particularly at smaller insti-
tutions.

Building on a model presented by
Hofer and Schendel (1978), this pa-
per considers the current environ-
mental conditions which are motivat-
ing change in accounting education,
and presents an understandable,
step-by-step, strategic approach
which may be used by any school or
department of accounting in its
change process. Utilization of this
strategic approach should not only
help institutions respond appropri-
ately to the new external environ-
ment, but also ensure that change is
effected with purpose.!

1 This article approaches strategic planning
from a market perspective. We conceptual-
ize students as raw materials and graduates
as finished goods inventory. Thus, our focus
is primarily on the teaching aspect of the mis-
sion of accounting programs, which is univer-
sal across all accounting programs. Of course,
most universities have additional aspects to
their missions (and thus, other “products”),
i.e., research and service. By focusing on the
teaching mission, the authors do not imply a
lack of esteem for contributions made by
such institutions through research and ser-
vice. Although this paper focuses on teach-
ing, many of the basic principles would apply
to research and service, as well.
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CATALYSTS FOR CHANGE

During the last decade, many
projects for curriculum and pedagogi-
cal change in accounting education
have been undertaken at universities
in the United States. Possibly, more
change has happened during these
ten years than in the previous 90
years, combined. These changes have
been motivated primarily by the fol-
lowing three external factors: (1) the
“White Paper” by the largest national
CPA firms, and the accompanying $4
million to found and fund the Ac-
counting Education Change Com-
mission in 1989; (2) the 150-hour edu-
cational membership requirement
vote of the AICPA in 1988 and sub-
sequent changes in state licensing
requirements nationwide; and (3) the
new accreditation requirements
adopted by the AACSB in 1991,

These three issues are sometimes
blurred or lumped together by ac-
counting educators. Before consider-
ing changes in pedagogy and curricu-
lum, it is important to separate and
clarify the motivations for change. The
relevance and relative importance of
each of the external influences must
be considered carefully and indepen-
dently; otherwise, changes will be re-
active rather than proactive.

Meeting the Needs of the Profession

Accounting professionals, joined
by forward-looking educators, have
expressed dissatisfaction with ac-
counting graduates and have lobbied
hard for changes in accounting pro-
grams to correct these deficiencies.
The AAA’s Bedford Committee
(1986) report and the then “Big 8”
White Paper (Perspectives 1989) led
to the formation of the Accounting
Education Change Commission
(AECC) (1990a, 1990b). Most, if
not all, accounting educators are
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aware of the AECC, and in recent
years, many have been caught up
in the rage for change based on
this external factor.

The basic message of this catalyst
for change is that prevailing account-
ing curricula and pedagogical tech-
niques are outdated and that they pro-
duce graduates who are ill-prepared
for the changing profession. Thus, the
basic goal of change by the White Pa-
per and the AECC, as well as the IMA/
FEI survey (Siegel and Sorensen
1994), is to develop additional skills
and knowledge through restructuring
curricula and utilizing new teaching
techniques. The motivation for change
is based on wanting the institution’s
graduates to be competitive and com-
petent in the marketplace.

150-Hour Requirement

The movement toward the 150-
hour educational requirement
started nearly 30 years ago and is
concerned exclusively with the
length of the university education
required to become a Certified Pub-
lic Accountant. We view this catalyst
for change as completely distinct and
separate from the White Paper and
the founding of the Accounting Edu-
cation Change Commission. The
originators of this movement
(AICPA 1968, 1969) were not con-
cerned with improving the quality of
accounting education by changing
the curriculum and teaching meth-
ods. They merely examined the com-
mon body of knowledge and con-
cluded it would take five years of edu-
cation to cover it. There was noth-
ing in the Beamer Report to suggest
that accounting education was ill
and needed healing (AICPA 1968,
1969). Nor was there any consider-
ation of the educational requirement
appropriate for non-CPA accountants,
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who constitute the majority of ac-
counting graduates. Thus, in con-
trast to the first, this second moti-
vation for change does not apply to
the entire market for accounting
graduates, but rather to only one
specific market segment.

Critics and lobbyists notwith-
standing, it is reasonably clear that the
150-hour educational requirement is
now well on its way to universal adop-
tion, with over half of the states hav-
ing passed legislation.? Additionally,
the AICPA membership requirement
will have an impact even if universal
adoption is not quickly achieved.
Thus, regardless of the opinions of fac-
ulty members regarding its merits,
those institutions that wish to serve
this market, either directly or indi-
rectly, will eventually be forced to con-
sider the strategic implications of the
150-hour requirement to their respec-
tive missions, and how to respond to
those implications.

AACSB Accreditation
Requirements

In 1991, the American Assembly of
Collegiate Schools of Business
(AACSB) adopted new accreditation
standards for accounting programs
(AACSB 1991; Bailey and Bentz 1991).
These new standards represent a sig-
nificant philosophical change, from a
measurement-of-inputs approach to-
ward a measurement-of-outputs ap-
proach. The new standards are mis-
sion based. Their focus is on how each
unique organization uses the re-
sources it has in order to achieve the
specific mission it has developed. The
new standards should motivate insti-
tutions to plan strategically to achieve
their missions.

This linkage of accreditation to
the unique, respective mission of
each institution, and the acceptance
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of diverse strategies in the pursuit of
“quality,” have significant implica-
tions for many institutions. In effect,
the new standards mandate a stra-
tegic management approach.

This external motivator for change
is similar to the 150-hour requirement
in that it applies only to certain pro-
ducers; in this case, those that are ei-
ther AACSB-accredited or wish to be-
come so. Although it involves most
major U.S. accounting programs,
many other programs are not directly
affected. Nevertheless, such programs
should not ignore this factor; all insti-
tutions can benefit from a strategic
management approach, regardless of
whether they are accredited.

Conversely, AACSB-accredited
institutions should not assume that
going through the process of accredi-
tation will necessarily accomplish the
market-based strategic management
advocated in this article.?

Need for Strategic Change

The White Paper and founding of
the AECC, the 150-hour educational
requirement and the new AACSB
accreditation standards for account-
ing programs combine to create a
powerful and sometimes confusing
external environment. The strategic
implications of each must be consid-
ered, individually. To assist faculty in

2 As of the date of this writing, 41 of 54 states/
jurisdictions have passed some form of 150-
hour requirement.

3 For example, appendix A provides a sample
mission statement of an AACSB-accredited
school. Note that no specific market seg-
ments have been targeted. Rather, the mis-
sion broadly refers to preparing students for
“professional careers in industry, public ac-
counting, and other organizations” and for
“professional accountancy and related busi-
ness careers.” Such an approach seems to be
typical. The dangers of producing a generic
product are discussed later in this article.
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placing these three issues into proper
perspective, appendix B offers a con-
cise history of each.

The danger in basing accounting
education change solely on one or
more of these external factors is that
they do not comprise all relevant
strategic considerations. While each
of them has significant strategic im-
plications, these factors do not con-
stitute the entire strategic environ-
ment for a particular institution;
thus, they should not automatically
dictate strategic direction.

Given the current external envi-
ronment, change may be necessary
and inevitable for every institution of-
fering accounting degrees. However,
not all institutions should change the
same way. Rather than merely react-
ing to external factors in a reflexive
manner, so that the course of action
to be taken becomes a foregone con-
clusion, educators should recognize
that the best formula for change is
unique to each institution. To find a
specific prescription for change that
will proactively chart a course into the
next century requires the use of a
sound, strategic-planning process.

The remainder of this paper ref-
erences the strategic-planning litera-
ture to develop a ten-step model for
use by accounting departments to
change with purpose.

ORGANIZATIONAL

STRATEGY FRAMEWORK

In order to effectively and effi-
ciently meet organizational objec-
tives, a well-developed strategy
should be the foundation of any
change effort. Hofer and Schendel
(1978, 25) defined an organization’s
strategy as the “fundamental pattern
of present and planned resource de-
ployments and environmental inter-
actions that indicates how the orga-
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nization will achieve its objectives.”
They noted four components of or-
ganizational strategy: Scope, Re-
source Deployment, Competitive
Advantage and Synergy. Scope ad-
dresses the external environment,
the factors outside the organization’s
control. Resource Deployment deals
with the internal environment of the
organization, its strengths and weak-
nesses. Competitive Advantage can
be developed by meeting specific
needs of the external environment
through a strategic deployment of
resources that maximizes the or-
ganization’s strengths. Finally, Syn-
ergy results from the favorable joint
effects of strategic decisions based on
Scope, Resource Deployment and
Competitive Advantage.

In the following sections, we dis-
cuss how accounting educators can
apply these strategic components
utilizing a step-by-step plan (see fig-
ure 1) for effectively and efficiently
designing and implementing ac-
counting education change. (Appen-
dix A summarizes some questions re-
lating to each of the ten steps.)

SCOPE

Strategic scope deals with the
organization’s environment, and the
extent to which it currently interacts
and plans to interact with that envi-
ronment (Hofer and Schendel 1978).
We have discussed several highly vis-
ible, external factors that are cur-
rently motivating changes to ac-
counting programs. Other important
external factors, however, are not
changing as rapidly, and may be in-
advertently overlooked. All external
factors affecting the accounting de-
partment must be carefully examined
to determine the Scope.

Additionally, various forces are at
work in the environment of higher
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FIGURE 1
The Strategic Change Model

Scope
1. Study your potential markets.
2. Evaluate your raw materials.

Resource Deployment
3. Evaluate your resources.

Competitive Advantage
4. Study your competition.

5. Develop your strategy (select your niche), based on:

a. Cost Leadership (low-cost provider)

b. Differentiation (unique in a valued dimension)

c. Focus (exclude other segments)
d. Synergy (joint effects)

Design
6. State your mission.
7. Design your product.
8. Design your production process.

Strategic Control
9. Implement change.
10. Monitor outcomes.

education, in general. One example
of such a factor is the demand for in-
creasing accountability in higher edu-
cation by stakeholders and providers
of funds (parents, legislators, regents,
etc.) This accountability movement
is closely tied to pressure to control
costs; those who spend the money
are decreasingly willing to “write
blank checks” to higher education
without accountability. Pressures for
increased fiscal austerity, assess-
ments for purposes of accountability,
increased teaching loads, less empha-
sis on research, post-tenure reviews
(or the abolition of tenure), etc., are
increasing, nationwide.

Another external factor affecting
higher education is increasing com-
petition from proprietary and “corpo-
rate” schools. Some such schools are
beginning to seek accreditation from
the AACSB. The implications of this
trend are far-reaching.

We suggest two steps dealing
with Scope, as follows.

Step 1: Study Your Potential
Markets

A careful and frank study of the
marketplace is a critical component
of strategic scope. However, this step
is frequently ignored in the change
process employed by many schools.
This is particularly true when states
pass 150-hour legislation. It seems
that when the law passes, institutions
in the state that offer any sort of ac-
counting program, no matter how
large or small, no matter the demo-
graphics of the student body or fac-
ulty, or any of the other consider-
ations listed below, immediately start
planning how they are going to meet
the new requirement. This seems to
be true even though the best strate-
gic response may lie along an entirely
different path.*

4 For example, when Utah passed 150-hour
legislation, two four-year universities that
previously had no graduate programs of any
kind anywhere on their campuses lobbied for,

(Continued on next page)
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Keep in mind that the 150-hour
educational requirement is a require-
ment for only one market segment—
Certified Public Accounting—and
that only a relatively small percent-
age of accounting graduates ever be-
come CPAs (less than 25 percent in
1994).5 Only about one-fourth of ac-
counting graduates are hired by pub-
lic accounting firms,® and this per-
centage is declining over time (Siegel
and Kulesza 1996, 43). Additionally,
less than one-half of the AICPA mem-
bership are in public practice.” Some
individuals are only interested in the
CPA credentials, and they do not
plan on long-term public accounting
careers.

Consider, also, the existence of
clear indications that this market
segment is maturing and shrinking.
For example, few accounting educa-
tors have not heard about a letter
dated August 2, 1994, from Bernie
Milano of KPMG Peat Marwick.
Where KPMG hired 2,300 graduates
in 1993 and 1,600 in 1994, the letter
indicated they planned to hire only
800-1,000 in the future. It also stated
that this is a permanent, not a cycli-
cal, change. KPMG has also signifi-
cantly reduced the number of univer-
sities at which it recruits from past
levels down to about 50.

Reckers (1995) reported a shift in
the direction of typical career paths.
Traditionally, many of the top stu-
dents have been hired from school
into public accounting, from where
most have eventually moved into in-
dustry; in the future, a typical career
path may be in the opposite direc-
tion: from school to industry to pub-
lic accounting.

It was recently proposed at the
highest levels of the Big 6 that
the best source of new employ-
ees may not be college cam-
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puses at all, but rather
clients....Thus, public account-
ing is demanding fewer and
fewer students which, in a

Footnote 4 (Continued from previous page)

and received, Masters’ programs in account-
ing. (One of these institutions has fewer than
4,000 total students, and fewer than a dozen
Masters’ students in its program.) This is in
a relatively small state which already pos-
sessed three AACSB-accredited Masters’
programs at FSA-member institutions, be-
fore the legislation was passed. We might
take a clue from the medical profession in this
regard; Utah has only one medical school in
the state. One of the four-year institutions
referred to above has an excellent nursing
program, but no one is pushing to expand it
into another medical school! A strong case
could be made that a better use of scarce re-
sources and a much higher benefit/cost ratio
could have been achieved if, when the 150-
hour law passed, these four-year schools had
positioned themselves to either prepare ac-
counting students for admission at one of the
three existing graduate programs, or to pre-
pare para-professionals for the accounting
profession (similar to nurses in the medical
profession).

In the 1993-94 academic year, there were
53,450 B.S. graduates and 7,170 Masters’
graduates (AICPA 1995). At the May and
November 1994 administrations, 15,463 B.S.
and 1,501 Masters’ first-time candidates sat
for the Uniform CPA Examination (NASBA
1994). Thus, of a pool of 60,620 potential new
CPAs, approximately 16,964, or 28 percent,
sat for the CPA Exam. Of these, only 15 per-
cent of B.S. and 29 percent of Masters’ gradu-
ates passed all four parts of the exam at the
first sitting. Although no statistics are avail-
able on eventual success rates, clearly, not
all candidates are ultimately successful. Ad-
ditionally, because of experience require-
ments, not all who do pass the CPA Exam
actually become certified. Therefore, we con-
servatively estimate that fewer than 25 per-
cent of accounting graduates eventually be-
come CPAs.

In 1994, 26 percent of Bachelors’ and 43 per-
cent of Masters’ graduates were placed in
public accounting. The weighted average of
both degrees combined is 28 percent (AICPA
1995).

In 1996, 40.4 percent of AICPA membership
listed their present occupation as public ac-
counting, while 42.3 percent were in business
and industry and 4.4 percent were in govern-
ment (AICPA 1996).

o

)

]
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market with a constant supply,
will drive down starting salaries
and/or demand enhanced cre-
dentials of employee appli-
cants. (Reckers 1995, 20)

Reckers (1995) recommends that,
in addition to improving our prod-
ucts, accounting educators must
also “look to new markets (not just
public accounting).” Clearly, within
public accounting, employers enjoy
a “buyers’ market” (Elliott 1992,
83). There may presently be more
producers of entry-level CPAs than
the market can absorb.

A review of these facts makes us
ask, “Why do so many accounting
educators get so overly concerned
about the 150-hour requirement?”
The Certified Public Accounting mar-
ket is only one of many markets
served by accounting educators. Why
do we all seem to be letting this one
segment shape our future? Is it the
mystique of the national CPA firms?
Is it tradition? In any case, perhaps
it would be wise to consider concen-
trating on other, growing market seg-
ments, rather than attempting to
compete in a shrinking market, one
which is now demanding increased
product differentiation and produc-
tion costs.

Two important considerations in
Step 1 (study your potential mar-
kets) include making sure that all
potential market segments are dis-
tinguished, and then clearly identify-
ing the unique, specific needs of each
of those market segments. Profes-
sional accounting firms and organi-
zations, which consider themselves
customers of accounting education,
have communicated their needs for
specific competencies in accounting
graduates, and expect accounting
educators to satisfy those needs. The
Big 8 White Paper (Perspectives

Issues in Accounting Education

1989) and the joint research project
of the IMA and FEI, “What Corporate
America Wants in Entry-Level Ac-
countants” (Siegel and Sorensen
1994), provide educators with infor-
mation about the specific competen-
cies accounting graduates should
possess to meet the needs of at least
two of these constituencies. Further
research may be needed to determine
the needs of other market segments.
In any case, keep in mind that the
150-hour requirement is required
only by the CPA market segment.

Some potential markets are not
immediately obvious; don’t overlook
them. For example, remember that
one potential customer (the “buyer”
of your “product”) for a two-year
school may be a four-year school.
Likewise, the “buyer” of the gradu-
ates of a four-year school may be a
graduate school. Such receivers of
transfer students represent an im-
portant potential market for your
graduates.

Step 2: Evaluate Your Raw Materials

A business that receives logs as a
raw material is not likely to succeed
in trying to produce finished steel.
Likewise, to be effective, an educa-
tional institution must take into ac-
count the characteristics of its raw
materials, the students.

Each institution should carefully
consider the demographics of its stu-
dent body. Factors to study include
quality, age distribution, ethnic com-
position, mobility, number transfer-
ring to and from other institutions,
work experience, maturity, outside
work demands, family demands and
language skills. Each of these factors,
as well as others, will influence the
design of the program.

The characteristics of your students
may place significant constraints on
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your strategic direction. Alterna-
tively, if the quality or other charac-
teristics of your students is not stra-
tegically advantageous, consider the
possibility of recruiting students with
characteristics different from the ex-
isting body of accounting majors. For
example, several institutions, includ-
ing the University of North Carolina
at Chapel Hill, the University of
Southern California and Boston Uni-
versity, have designed programs for
liberal arts graduates to earn a mas-
ters’ degree in accounting in one, very
intensive year, and are aggressively
marketing those programs to liberal
arts majors throughout their respec-
tive regions. Kansas State University
employs some innovative methods in
a comprehensive, ongoing strategy to
recruit some of the best and bright-
est students from local high schools
into their accounting program.

In any case, your strategic direc-
tion should be compatible with the
characteristics of your students. For
example, if many of the students have
full-time jobs, evening and weekend
programs may be successful.

RESOURCE DEPLOYMENT

The second component of orga-
nizational strategy is resource de-
ployment, which looks at how re-
sources are deployed to help the or-
ganization achieve its goals (Hofer
and Schendel 1978). During analy-
sis in this area, faculty should iden-
tify and evaluate those areas where
the organization possesses distinc-
tive competencies, which may be
difficult or costly for other organi-
zations to duplicate. Thus, the next
step in the strategic change process
is as follows.

Step 3: Evaluate Your Resources
During the resource deployment
strategy analysis, faculty should care-
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fully identify resources that make
their institution unique or particu-
larly strong in specific areas. A care-
ful examination of internal strengths
and weaknesses is critical.® What are
the strengths and weaknesses of your
faculty? What sort of balance do they
have in terms of teaching and re-
search skills? Is the faculty qualified
and able to teach “soft skills” as well
as technical knowledge? To what ex-
tent does your tenure, promotion and
retention document (and the accom-
panying inter-departmental politics)
allow your faculty to explore various
teaching methods and innovative
classroom techniques without fear?
How broad are the faculty interests
and how diverse are the areas of spe-
cialization? What proportion of the
faculty are professionally certified,
and in what areas? How many pos-
sess recent relevant experiences? In
what fields and specialties are these
experiences? To what extent do you
use adjunct faculty? Are good ad-
juncts readily available?

What is the depth and functional
expertise of your faculty? For ex-
ample, it might not be wise to start a
masters of taxation program at a
school with only one or two profes-
sors who specialize in tax. If one’s
current resources are deficient in an
area, one must carefully evaluate
whether sufficient resources can be
obtained in the future to meet the
specialization’s needs. Any success-
ful program must capitalize on the
strengths of the faculty and provide
an affordable way of correcting or
compensating for the weaknesses
therein.

How many programs do you cur-
rently offer and how thinly are you
spread? Which programs are your

8 The AACSB standards are a good source for
materials on evaluating resources.
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strongest? If the great love of your
faculty is top-tier research and teach-
ing in the Ph.D. program, and every-
thing else is simply a means to ob-
tain funding for your department,
that’s a very different situation from
a teaching school where the great
love of the faculty is preparing under-
graduate students for professional
entry. What is your teaching load?
How strong are current and antici-
pated pressures for increased teach-
ing loads at your institution? What
are the prospects for additional
funding to support new or ex-
panded programs?

Are there other strong colleges
or departments at the university
with which you can develop symbi-
otic relationships? How extensive
are the computer facilities? How
available are the computer facilities
to students? To facully? How ex-
tensive is the library? Where is the
library located? Are other research
tools like NAARS and LEXIS avail-
able and easily accessible by stu-
dents? By faculty?

How do the goals of your depart-
ment relate to those of the institu-
tion of which you are a part? Where
is your school located? Is it a com-
muter campus located in a large city,
or is it a traditional, residence cam-
pus in a relatively small city? These
and many other important factors
about the campus should be inte-
grated into your plan. This is essen-
tial, as a good plan will capitalize on
the resources you have, rather than
draining resources and making you
ineffective. You should place efforts
where they will be most likely to pro-
duce meaningful results. In this era
of budget constraints, there are few
institutions with resources sufficient
to allow them to start out anew and
build from the ground up. However,

Issues in Accounting Education

with a good long-term plan, resources
can be shifted to high priority areas.

COMPETITIVE ADVANTAGE

Competitive advantage is achieved
by properly focusing the organization’s
scope and resources on a position
that is unique from its competitors
(Hofer and Schendel 1978). This
leads us to the next step in the stra-
tegic change model.

Step 4: Study Your Competition

Now that you have identified your
resources, the next step in the process
is to study the capabilities, resources,
and strategic advantages and disad-
vantages of competing accounting
programs. In doing so, do not limit the
analysis to traditional, regional rivals.
In the past, perhaps you have com-
peted for placements with one or two
other schools in your area. However,
the world is shrinking. The world mar-
ket is not just for consumer goods; it
is beginning to affect the market of
accounting graduates. If your school
has been protected from “foreign com-
petition” in the past, that may not re-
main true in the future. In a world
market, you may find yourself in com-
petition with schools you never heard
of before.? This will be particularly true
ifyou select a specialized market niche
(see Step 5).

Are your students in competition
with each other for jobs, or with
graduates of other programs? Which
programs? What are the strengths of
your competition, and what are their
weaknesses that you can exploit?

Step 5: Develop Your Strategy
Porter (1985) described three ge-
neric strategies an organization can

9 Such as proprietary schools, satellite schools,
interstate schools, corporate schools, foreign
schools, etc.
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use to achieve above-average perfor-
mance: cost leadership, differentia-
tion and focus. In the following sec-
tions, we discuss how these generic
strategies may be used by different
types of educational institutions
when making the choice of a market
niche.

Cost Leadership :
The cost leadership strategy fo-
cuses on the organization becoming
the low-cost producer (Porter 1985).
This strategy can be particularly ef-
fective for community colleges, which
have relatively lower overhead and
faculty pay rates compared to four-
year colleges and graduate schools.
Some colleges may develop low-
cost, para-professional accounting
programs and exploit this neglected
part of the market. We predict there
would be high demand for graduates
of a carefully thought-out, para-pro-
fessional accounting program. Others
may wish to focus on preparing
graduates as accountants for small
businesses, to start their own busi-
nesses, or to succeed in a host of
other accounting-related career
paths, where the cost of delivering
these skills may not be as high as in
traditional accounting programs.
Many two-year institutions will
position themselves as low-cost pro-
ducers of partially finished “raw ma-
terials” for four-year universities.
Similarly, some four-year schools
may choose to position themselves as
producers of high-quality “raw ma-
terials” for graduate schools.
Rather than developing a new 150-
hour program for a shrinking, matur-
ing market, some institutions should
seriously consider networking with
another university which has an ex-
isting graduate program. Some un-
dergraduate programs can best focus
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on preparing students to get into top
graduate programs at other institu-
tions. In this regard, accounting
might take a cue from other profes-
sions; how many of your university’s
graduates transfer to other institu-
tions to pursue professional degrees
in medicine, law, architecture, etc.?

Differentiation

Porter’s (1985) second generic
strategy, differentiation, attempts to
make the organization unique in a
dimension that is valued by the cus-
tomer. In general, a differentiation
strategy would work best for large
institutions with relatively low re-
source constraint problems.

Many institutions should seri-
ously consider relinquishing the pub-
lic accounting market and instead,
specialize in producing graduates for
industry or government. The recent
IMA survey indicated that industry
is not clamoring for 150 hours, but
they are very vocal about the need for
change in undergraduate accounting
education (Siegel and Sorensen
1994). They are saying with a very
loud voice that existing programs fo-
cus too much on public accounting
and fail to adequately prepare stu-
dents for entry into the corporate
world. In response, seven times as
many accounting educators are an-
ticipating more managerial account-
ing content in future curricula than
those who are anticipating more fi-
nancial accounting (Siegel and
Kulesza 1996). We predict that some
four-year schools will make a very
wise strategic move to exit the CPA
business altogether and cater to
these customers by producing the
very best management accountants
in their geographical regions. (Simi-
larly, other schools will cater to inter-
nal auditing, governmental accounting,
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financial planning, fraud investiga-
tion and forensic accounting, infor-
mation systems, para-professional
accounting, etc.)

We are not saying the CPA mar-
ket is not important. Nor are we say-
ing that some (even many) schools
should not look very hard at serving
the CPA market. Rather, our argu-
ment is that schools should focus and
differentiate themselves (Moore
1997). No longer should all schools
focus on this market. Many schools
would seemingly be much better off
to get out of the CPA market. Oth-
ers should concentrate almost exclu-
sively on this market. Still others can
simultaneously serve two or more
market segments.

Even some smaller institutions
with existing masters’ programs may
need to re-think this issue. As the Big
6 consolidate their support to fewer
and fewer campuses, even some five-
year, accredited schools may need to
reconsider their markets. When cus-
tomers stop buying your product, you
must either change markets or close
shop. Your university may have a
proud tradition of placing graduates
with the Big 6, but remember, in the
1950s, the Big 3 had a proud tradi-
tion of placing automobiles in Ameri-
can garages, too. Foreign competi-
tion eventually forced them to
change their strategies.

Are you strategically best situ-
ated to produce an “end product” or
to be a supplier of partially finished
“raw materials” to another “manufac-
turer”? If you are at either a two-year
or a five-year institution, the answer
may seem ohvious. However, if you
are a four-year institution, it may not
be so clear. In the past, you have
likely been in the end-product mar-
ket, but that may not necessarily be
the best strategic route for the future.

Issues in Accounting Education

While this article is focused on
teaching, we should point out that
intellectual contributions and service
are also ways of differentiating one’s
school. The AACSB accreditation
standards require schools to specifi-
cally address the relative emphasis
on service, intellectual contributions
and teaching (AACSB 1993). The
AACSB standards and interpreta-
tions for faculty qualifications also
suggest ways to differentiate oneself
from other institutions.

Focus

Porter’s (1985) third generic
strategy, focus, concentrates efforts
on serving a narrow segment of the
market, purposely excluding other
segments. Focus strategies are com-
monly referred to as “niche strate-
gies.” These strategies work best for
middle-size institutions which do not
have the resources to compete effec-
tively with larger institutions across
the board.

Selecting the most advantageous
market niche cannot be accom-
plished without first going through
each of the previous steps: studying
your potential markets, evaluating
your student body, evaluating your
faculty and other resources, and
studying your competition. It in-
volves asking, “What do we or can we
offer that is unusual or unique?” (If
there is no clear answer to that ques-
tion, you may not have done an ad-
equate job in the first four steps; in
any case, you're “in trouble,” because
focus will be difficult to achieve.)

Some larger schools may select
several market niches by developing
a program with various “tracks” (for
example, a tax track, an audit track,
an information systems track, a
managerial track, etc.). Each of these
tracks may be thought of as products
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designed to satisfy a particular mar-
ket need. But too many tracks dilute
efforts; it may be better to exploit one
niche where you are strong, rather
than employing the “shotgun ap-
proach” and trying to produce a ge-
neric product for all customers, but
which pleases no one. This is particu-
larly true at smaller institutions with
significant resource constraints. Re-
member, also, that the skills found
most lacking in both the national
firms’ White Paper (Perspectives
1989) and in the IMA study (Siegel
and Sorensen 1994) are general skills
and knowledge, rather than special-
ized, technical knowledge.

An important consideration as
you select your market niche(s) is the
nature of the market itself. Is your
market local, regional, national or in-
ternational? In what region(s) of the
country are your graduates typically
placed; are you in an area where most
of your students place locally, or do
significant numbers of them leave the
area? What types of jobs do your
graduates take after graduation (in-
dustry, government, public account-
ing, etc.)? Do most of your students
enter the job market or do many of
them go on for advanced degrees?
Don’t forget that the answers to
these questions may be different now
than they were ten years ago.

Failure to Achieve Competitive
Advantage

Many organizations fail to achieve
any of the three generic strategies
(cost leadership, differentiation and
focus). They find themselves “stuck
in the middle,” producing a generic
product and trying to be all things to
all people. In such cases, performance
is generally below the industry aver-
age in any market segment (Porter
1985). In a time of government bud-
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get cuts and shifting market priori-
ties, it is reasonable to assume that
some accounting programs will not
survive if they consistently perform
below the average of educational in-
stitutions. Moore (1997, 84) predicts
that:

Schools can survive either by
becoming the cost leader or by
becoming highly differentiated
in quality and offerings. With-
out making a clear choice for
either differentiation or cost
leadership, schools will find
themselves caught in the
middle and so, likely bound for
extinction.

SYNERGY

Strategic synergy develops from
the joint effects of several scope and/
or resource deployment decisions
(Hofer and Schendel 1978). An ex-
ample of how synergy can influence
the development of a program is the
International M.B.A. degree offered
jointly by the University of Utah and
Brigham Young University. This pro-
gram capitalizes on the unusually
high percentage of students at these
institutions who are fluent in a for-
eign language. The synergistic com-
bination of high foreign-language flu-
ency and strong accounting training
have produced graduates who are in
extremely high demand. Such a pro-
gram would probably not be practi-
cal where these language skills are
lacking in the student body.

Another example of synergy is the
Masters of Professional Accountancy
at DePaul University, which capital-
izes on the liberal arts backgrounds
of its students. Northwestern, the
Wharton School and others capital-
ize on the work experience of their
graduate students. Alverno College
combines their accounting program
with a unique assessment approach
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to provide graduates who possess
strong communication and analytical
skills. All of these programs create
synergy by combining some unique
resources in a way that results in a
product stronger than if any of the
resources were deployed in isolation.

We do not mean to imply that any
of these programs is superior to an-
other. We are merely suggesting that
before faculty decide what reforms
they want to make in accounting edu-
cation and before they decide how
they are going to respond to a 150-
hour educational requirement, they
should carefully decide how they can
best serve their students and society
with the resources they have.

DESIGNING STRATEGIC
CHANGE
Step 6: State Your Mission

A formalized mission statement is
essential at this point in the plan-
ning process. We stress “at this
point” in the process because many
institutions start out with a mission
statement before they have carefully
considered their potential scope, re-
source deployment, competitive ad-
vantage, and synergy strategies. The
danger of this “backward” procedure
is that the result will likely be the
statement of a mission that may
sound good but is impossible to
achieve. The “right” mission objective
can only be defined after careful con-
sideration has been given to these
other factors.

The AACSB’s standards for ac-
counting accreditation (AACSB 1991)
require that the accounting unit mis-
sion statement must be consistent
with the institution’s mission. What is
the mission of your university? For
example, a small, liberal-arts univer-
sity has an entirely different mission
from that of a land-grant university.

Issues in Accounting Education

The accounting accreditation
standards also describe several ele-
ments that should be described in a
mission statement and/or in an ac-
counting program’s educational ob-
jectives. These elements include de-
gree program emphasis, student and
constituent types, geographical ori-
entation, and faculty priorities for
teaching, intellectual contributions
and professional service/interactions.

An example of the mission state-
ment of an AACSB-accredited de-
partment of accounting is illustrated
in figure 2. Regardless of whether
your institution is AACSB accred-
ited, the process of formalizing a mis-
sion statement is an important step
in the strategic management cycle.

Step 7: Design Your Product

Now that the market niche and
mission have been defined, it is time
to define the capabilities needed by
your graduates to be recruited into
and to succeed in that niche. Refer-
ring to Step 1, where you identified
the specific requirements of the vari-
ous potential market niches, now is
the time to break out the White Pa-
per (Perspectives 1989), the AECC’s
(1990a) first position statement , the
recent IMA study (Siegel and
Sorensen 1994), etc. (the Bedford
Committee 1986; Nelson 1989; Deppe
et al. 1991; Benke 1995). This is also
where a faculty advisory board, con-
sisting of representatives selected
from your customers, can be an im-
portant source of input regarding the
skills and qualities your graduates
should possess. In any case, just as
an automobile manufacturer should
perform a market study to determine
what features a certain class of cus-
tomers wants in a new car, you heed
to specify the specific skills and
knowledge desired in your graduates
by your customers in the specific
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FIGURE 2
Sample Mission Statement

The mission of the School of Accountancy at XXX University? is excellence in account-
ing education through teaching, research and service. The school endeavors to pro-
vide high quality accounting preparation for professional careers to students, to intel-
lectually contribute to the field of accounting through the dissemination of meaning-
ful research, and to render service.

The primary mission is to provide high quality accounting preparation for professional
careers in industry, public accounting, and other organizations. The undergraduate
program is devoted to providing basic conceptual accounting and business knowl-
edge along with general education as a well-rounded foundation for career develop-
ment. The graduate programs provide greater breadth and depth in accounting, taxa-
tion, information systems, and management to develop a high level of understanding,
skill, and leadership capability to enter professional accountancy and related busi-
ness careers.

Intellectual contributions in the field of accounting are secondary, but fundamental,
to the mission of the School. These include the dissemination, through reputable out-
lets, of the results of accounting research, descriptive accounting narratives, and in-
structional methodologies. The School seeks to address significant issues in account-
ing and related areas. Of particular interest are contemporary problems faced by the
accounting profession, accounting education, and management.

Third, but also fundamental to the mission of the School, is service to the University,
the accounting profession, and society in general. Service is provided through leader-
ship in professional organizations, participation in professional seminars, sponsoring
student organizations, offering extension programs, and helping to solve real busi-
ness problems through consulting activities.

In all its endeavors, the School of Accountancy is dedicated to fostering economic
and social progress, and to developing students as responsible and ethical citizens
who will actively contribute to their profession and to society.

a This sample mission statement is adapted from an actual school of accountancy’s
draft mission statement, prepared as part of the process of AACSB accreditation
under the “new” standards.

niche(s) you have selected in Step 5
(developing your strategy).

It is critical that you carefully ca-
ter to the specific needs and wishes
of the customer(s) in your defined
market niche. Don’t assume you
know what’s best for your customers,
A typical attitude in academia is,
“The customers don’t realize what
they’re asking for. We’re the experts;
we know what they really need bet-
ter than they do.” (Isn’t that type of

o Al b

condescending attitude reminiscent
of Detroit in the 1960s? We may learn
a lesson from how well it worked for
them.)

Write out a description of what
you want your finished product to
look like; the specific capabilities,
skills and knowledge you want your
graduates to have in order to make
them a “cut above” the graduates of
other programs competing in that
market niche.
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Step 8: Design Your Production
Process

Finally, you are ready to work on
curriculum design, delivery methods,
etc. Unfortunately, many schools try
to jump on the AECC bandwagon
and start with this step. But it is likely
their efforts will be piecemeal and in-
effectual unless the changes are pro-
vided with strategic direction and
momentum from the previous steps.
The AECC’s thrust for classroom and
curricular change is necessary, but
not sufficient, for achieving desired
outcomes.

Discussions on curriculum
change sometimes degenerate into
making a list of new course names
and numbers, then trying to shove all
the same, old topics into them in a
new sequential order with no real,
substantive change in what will be
covered and how. (A picture comes
to mind of automobile engineers in
the 1960s trying to figure out how to
produce a sporty, fuel-efficient, eco-
nomical car with a 450 cubic inch en-
gine.) Some of us still don’t seem to
get it: the paradigm doesn’t work
anymore.

Likewise, discussions on the 150-
hour requirement often center
around “what accounting courses we
can put into the additional 30 hours
to make our program bigger and
more powerful.” This is the equiva-
ient of a manufacturing enterprise
getting excited about the prospect of
increasing the production cycle time
and decreasing the throughput rate
in order to put more features—which
the customers don’t even want—into
the product. Too often, accounting
faculty ignore the fact that many of
their customers are calling for more
breadth through increased liberal
education courses, not additional
specialized, technical, accounting

Issues in Accounting Education

training. In fact, some have ques-
tioned whether any of the additional
30 hours should even be in account-
ing (Nelson 1995, 73).

Thus, too often, the changes we
discuss are not the changes that our
market is really demanding. But edu-
cators seemingly say, “Who cares
about the market? We know what'’s
best.” Like Detroit, some of us will
probably not wake up until the “for-
eign competition” has dried up our
market,.10

In implementing this step, it is
imperative that each skill and area of
knowledge be specifically taught in
the program. The accounting faculty
does not necessarily need to directly
teach all these skills. However, many
accounting faculty should develop
and learn to include in their teach-
ing better interpersonal, group,
communication and critical thinking
skills. Again, this is a very uncomfort-
able prospect for most accounting
faculties, because the skills and at-
tributes that our customers demand
are often things we are not qualified
(or at best are only marginally quali-
fied) to teach. That means we have
to go through the same painful pro-
cess that we require of our students—
learning! Most of us could also ben-
efit from the study of educational
methods and learning theory.

In designing the curriculum, it is
important to again ask some very
hard questions relating to the needs
of the market segment. For example,
does your chosen market segment
care about the 150-hours? If not, it
doesn’t make a lot of sense to dilute

10 1 this case, liberal arts colleges seem to be
likely “foreign competition” since the good
liberal arts colleges are turning out gradu-
ates that are more likely to be successful ac-
countants than are some of the very techni-
cally oriented accounting programs.
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your finite resources by starting up a
Master’s degree or other 150-hour
program. Also, what is your motiva-
tion to seek accreditation? Do the
purchasers of your product care
about accreditation? (Do they even
know whether you are accredited?)
If not, why spend scarce time and
money resources on seeking or re-
newing accreditation? Instead, put
those resources to work accomplish-
ing your chosen mission. In other
words, make strategic decisions
based on mission-based strategies,
not on emotion. If the Big 6 no longer
recruit at your school, and you have
chosen another market niche, don’t
worry about the Perspectives (1989)
White Paper; instead, focus on the
Siegel and Sorensen (1994) report or
on the specific needs of whatever
market niche you have chosen.
Spend your resources to differentiate
your product as the best in that
niche.

STRATEGIC CONTROL

Strategic management includes
not only strategic planning, but also
strategic control. Plans may not be
accomplished unless controls are
effective (Digman 1986, 11). We sug-
gest two basic steps under strate-
gic control.

Step 9: Implement Change

For implementation to be suc-
cessful, key faculty and administra-
tors must be supportive and active
in the change process. One way of
getting these individuals involved is
to seek their input early in the stra-
tegic-planning process, well before
actual implementation occurs. It is
important to find the reasons why
key players may be resistant to pro-
posed changes, and to actively ad-
dress their concerns early on, so their
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support will be present during the
implementation phase.

Step 10: Monitor Outcomes

The last step is to implement a
strategic information system to pro-
vide feedback on (1) whether the
strategic plans are being properly
implemented as planned, and (2)
whether the strategy is yielding the
intended results (Digman 1986, 13).
Essentially, this step involves mea-
suring the capabilities of your gradu-
ating students and comparing them
to the parameters defined in Step 7
(the capabilities desired by the cus-
tomers in your market segment), to
ensure that the objectives of the pro-
gram (imparting those capabilities)
are being met. In other words, is your
product satisfying the customers?

How can you measure whether
your graduating students possess the
capabilities identified in Step 7? Can
your system identify where they are
deficient, so that ongoing changes
can quickly be made to correct them?
In what areas are they superior? How
can you advertise this information to
your customers?

Outcomes assessment has re-
ceived increasing attention in the lit-
erature in recent years (Frederickson
and Pratt 1995), partially as a result
of the new AACSB accreditation
standards, which require programs to
“prove” they are meeting their stated
missions. Herring and Izard (1992)
argued that accounting programs
should contain specific mechanisms
for continually assessing outcomes to
ensure that the objectives are being
achieved. The AAA (1993) Outcomes
Assessment Committee asserted
that the overall goal of accounting
programs should be to measurably
improve the students’ capabilities in
the areas defined in the planned and
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specified objectives, during the col-
lege experience. An excellent source
reference for outcomes assessment is
the AECC’s (1995) publication, As-
sessment for the New Curriculum.

In addition to direct measures of
product quality, benchmarks and
measures of other, indirect factors
are also useful. For example, exter-
nal relations, faculty development,
teaching quality, etc., affect product
quality over time. Additionally, if
your school’s mission encompasses
aspects in addition to teaching, your
strategic information system must
also incorporate performance mea-
sures and benchmarks on these other
strategic goals (i.e., research produc-
tivity, service, etc.).

A fundamental purpose of moni-
toring outcomes is to provide input
into the next strategic cycle. The
circular design of the model de-
picted in figure 1 implies that the
strategic model is an ongoing pro-
cess. Thus, the ten steps must be
repeated continuously.

Appendix A presents a question-
naire that can help guide faculty
through the ten steps of the strate-
gic change process, addressing im-
portant strategic considerations.

CONCLUSION

Most accounting educators rec-
ognize that three significant external
factors outside their immediate con-
trol are influencing their behavior. If
they are honest with themselves,
they will concede that (1) the 150-
hour educational requirement will be
a reality by the year 2000; (2) dra-
matic changes are taking place in the
accounting, economic and business
worlds that require different skills of
graduates than those traditional ac-
counting programs are designed to
help students develop, and (3) the

Issues in Accounting Education

new AACSB accreditation standards
require very different, mission-based
competencies than did the previous
standards. Although the 150-hour
law, the “AECC movement,” and the
new accreditation standards are in-
dependent, they become interrelated
and confounded in their effects on
curriculum change.

Certainly, these three environmen-
tal factors have at least one thing in
common: they combine to provide a
unique window of opportunity for
change. Whether this opportunity is
capitalized upon or squandered is up
to accounting educators. Those insti-
tutions which creatively and candidly
consider the strategic alternatives will
position themselves as successful play-
ers in the evolving market. Those
which continue to rely on tradition will
find themselves losing market share.

While the supply of accounting
graduates has remained constant for
the last ten years, the demand for
those graduates in the public ac-
counting market segment has
dropped sharply. Unless accounting
educators redefine their missions and
explore new markets, some programs
may well face extinction.

We have suggested that faculty of
accounting departments and schools
should talk candidly and openly
about some very difficult issues. For
example, we have suggested that the
CPA tail should no longer wag the
dog and that some institutions
should seriously consider exiting this
market segment. We believe that the
CPA market is maturing and that the
number of suppliers must and will
decrease, while the costs of serving
that market will rise. Concurrently,
we have suggested that tremendous
opportunities exist for exploitation of
other, largely ignored, market seg-
ments, with new “products.”
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A limitation of our model is that
it is incomplete because it highlights
curriculum strategies and does not
focus on other dimensions of many
higher education institutions, such as
research and service activities. Any
complete strategic plan should in-
clude all elements of the institution’s
mission.

Based on the strategic manage-
ment literature, we have outlined a
sequential process which may be
used by accounting schools and de-
partments to successfully manage
the inevitable changes. After carefully
studying the potential markets for
your graduates, evaluating the char-
acteristics of your students, evaluat-
ing your resources, and studying your
competition, we have recommended
selecting a market niche. This selec-
tion process can be very difficult and
even painful, because it may require
a departure from tradition or imply
a change in perceived prestige. How-
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ever, we believe this step is crucial to
success. External forces are making
it unfeasible for every institution to
adequately serve every market. We
posit that each institution should se-
lect a niche or niches based on its
ability to be the low-cost provider, be
unique in a valued dimension, ex-
clude other segments, and/or develop
synergy in that niche. Only after se-
lecting a niche should you state your
mission, specify targeted educational
outcomes, and redesign your curricu-
lum and pedagogy. Finally, you will
be ready to implement change and
monitor outcomes in preparation for
the next strategic cycle.

There seems to be little doubt that
most institutions will see significant
changes in accounting education over
the next decade. We believe that by
carefully following the market-based
strategic model outlined here, ac-
counting educators can assure that
their changes will be effective.

APPENDIX A
Strategic Change Questionnaire

1. Study your potential markets.

What potential markets segments exist for our graduates?

*nonpublic accounting job markets

 preparation markets for transfers to other institutions

Are there any new or emerging market segments we have not previously consid-

ered or serviced?

What are the unique, specific needs of each market segment?

2. Evaluate your raw materials.

What are the characteristics of our current students?

* quality

*age distribution
*ethnic composition
*mobility

*number transferring to and from other institutions

*work experience
*maturity

*outside work demands
e family demands
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elanguage skills
e prior levels of soft skills

Can we recruit students with different characteristics (i.e., higher quality, broader
education, etc.)?

3. Evaluate your resources.
What are the strengths and weaknesses of our faculty?

What sort of balance do they have in terms of teaching and research skills?

Are the faculty qualified and able to teach “soft skills” as well as technical
knowledge?

To what extent does our tenure, promotion and retention document (and the ac-
companying inter-departmental politics) allow our faculty to pursue various teach-
ing methods and innovative classroom techniques without fear?

How broad are the faculty interests and how diverse are the areas of specialization?
What proportion of the faculty are professionally certified? In what areas?

How many faculty members possess recent relevant experiences? In what fields
and specialties are these experiences?

To what extent do we use adjunct faculty? Are good adjuncts readily available?
What is the depth and functional expertise of our faculty?

How many programs do we currently offer and how thinly are we spread?
Which programs are our strongest?

What is our teaching load?

How strong are current and anticipated pressures for increased teaching loads at
our institution?

What are the prospects for additional funding to support new or expanded
programs?

Are there other strong colleges or departments at the university with which we
can develop symbiotic relationships?

How extensive are the computer facilities?
How available are the computer facilities to students? To faculty?
How extensive is the library? Where is the library located?

Are other research tools like NAARS and LEXIS available and easily accessible
by students? By faculty?

How do the goals of our department relate to those of the institution of which we
are a part?

Where is our school located? Is it a commuter campus located in a large city, or is
it a traditional, residence campus in a relatively small city?

4. Study your competition.
Who are our competitors? (Do not limit to traditional, regional rivals.)

Are our students in competition with each other for jobs, or with graduates of
other programs? Which programs?

What are the strengths of our competition, and what are their weaknesses we can
exploit?
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5. Develop your strategy (select a market niche).
In what market segment(s) can we become the low-cost provider?

Are we strategically best situated to produce an “end product” or to be a supplier
of partially finished “raw materials” to another “manufacturer?”

How many of our university’s graduates transfer to other institutions to pursue
professional degrees in medicine, law, architecture, etc.?

Realistically, can we be competitive in the public accounting market? Should we
abandon the CPA market segment altogether?

Should we specialize in another market segment, such as para-professional, in-
dustry, government, or transfers to other schools’ graduate programs?

What do we or can we offer that is unusual or unique?

Is our market local, regional, national or international? In what region of the coun-
try are our graduates typically placed?

Are we in an area where most of our students place locally, or do significant num-
bers of them leave the area?

What types of jobs do our graduates take after graduation (industry, government,
public accounting, etc.)?

Do all our students enter the job market, or do (or could) they go on for advanced
degrees at some other institution?

Should we pursue a strategy of cost leadership, differentiation and/or focus?
How can we best serve our students and society with the resources we have?

6. State your mission.
What is the mission of our university? Of our college?

Considering steps 1-5 and also the missions of the university and college, what is
our mission? (Beware of platitudes that sound good but are unrealistic or impos-
sible to achieve.)

7. Design your product.
What do our targeted customers want? What specific capabilities are needed by
our graduates in order to be recruited and succeed in our niche(s)? (Consider
using an Advisory Board to help define.)

What do we want our finished product to look like? What specific skills and knowl-
edge do we want our graduates to have in order to make them a “cut above” the
graduates of other programs in our market niche?

8. Design your production process.
How can we design into our curriculum those processes that will ensure our gradu-
ates will be a “cut above” the graduates of other programs in our market niche?

How can we specifically teach each needed skill and area of knowledge in the pro-
gram? Do we need faculty training on teaching “soft” (interpersonal, group, com-
munication and critical thinking) skills? Do we need training on educational meth-
ods and learning theory?

In what ways should we modify our teaching methods (Socratic method, cases,
cooperative learning, critical thinking, etc.)?

Do we need a Masters’ program? What is our motivation for seeking a Masters’
program? Does our chosen market segment require 150 hours? Does it even care
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about 150 hours? If not, why spend scarce time and money resources on starting
or maintaining a Masters’ program?

Do we need AACSB accreditation? What is our motivation to seek accreditation?
Do the purchasers of our product care about accreditation? Do they even know
whether we are accredited? Do they even know what accreditation is? If not, why
spend scarce time and money resources on seeking or renewing accreditation?

9. Implement change.
How can we get every faculty member to work toward goal congruence in the
change process? How can we get everyone to agree on and implement the chosen
strategic direction?

How can we minimize “turf wars” and other dysfunctional behavior?

10. Monitor outcomes.
Does our information system give us appropriate feedback about the degree to
which our strategic plans are being implemented?

Does our information system give us feedback about how well our implemented
strategies are achieving intended results?

How can we know whether our graduating students possess the capabilities iden-
tified in Step 7?

Does our product satisfy our customers?

How can we know where our graduates are deficient, so that ongoing changes can
quickly be made to correct them?

In what areas are they superior? How can we advertise this information to our
customers?

APPENDIX B
Abridged History of the Three Catalysts for Change

The following summary histories of the three factors influencing and motivating
change in accounting education is provided to assist in clarifying and differentiating
them. None of these factors suddenly sprang into existence from nowhere. An accu-
rate understanding of why change is needed is a prerequisite to understanding which
types of changes are strategically applicable to each institution (Nelson 1995;
Langenderfer 1987).

1. The “Accounting Education Change” Movement:

Focus: The breadth and depth of education for all accountants.
Early criticisms (1910s)

Orientation of accounting courses toward the CPA exam. Cramming of pupils’
minds with facts and rules. Vocationalism instead of analytical and conceptual think-
ing. Narrow, technical training.

Ford and Carnegie Foundation Studies (1959) (See Langenderfer 1987, 310-312)

Recommended a shift from technical training toward a more general, liberal edu-
cation including more arts, humanities, physical science and social science.

Canning Committee (AAA 1968)
Emphasized that accounting educators need to develop analytical, logical and ob-
jective thinking skills, judgment, reasoning, communication skills and lifelong learning.

er. Further reproduction prohibited without permissionyp,




Nelson, Bailey and Nelson 323

Horizons Study (Roy and MacNeill 1967)
Stressed the importance of a humanities background for professional accountants.

Bedford Committee (AAA 1986)

Examined accounting education and accounting practice since 1925 and concluded
that in the ensuing 60 years, the profession had changed, but accounting education
had not changed; it continued to teach students to memorize rules rather than to
develop their abilities.

Perspectives White Paper (Big 8 1989)
Alleged that graduates entering public accounting were deficient in interpersonal,
communication and thinking skKills, and in general and business knowledge.

Accounting Education Change Commission (1990-91)

Agreed with Perspectives and awarded grants to schools as a catalyst for curricu-
lum and pedagogical changes in accounting programs. Urged decoupling academic
studies from professional examination preparation, and increased emphasis on “learn-
ing to learn” rather than on “transfer of knowledge.”

Siegel and Sorensen Report (IMA/FEI 1994)

Charged that current graduates entering industry were over-prepared on financial
accounting, auditing and tax but under-prepared in cost and management account-
ing and general business. (Also reported that 150 hours was not needed by these
employers.)

2. The “150-Hour” Movement:
Focus: The length of education for CPAs.

McCrea and Kester (Journal of Accountancy 1936)

“A course of training equal in intensiveness and extent to that of the law would
seem to be a minimum requirement for the professional accountant....It is apparent
that the minimum requirement may well be looked upon as a five-year course of study
beyond graduation from the usual high-school course.”

Perry Commission (AICPA 1952) (See Langenderfer 1987, 312-313)
Recommended that academic preparation for the profession require postgradu-
ate academic training beyond the four-year program.

Bailey Committee (AICPA 1959) (See Langenderfer 1987, 312-313)
Postgraduate degree should be required as soon as possible. The committee’s rec-
ommendations were adopted by the AICPA Council.

Horizons Study (Roy and MacNeill 1967)
Preparation for professional accounting should include graduate study.

Beamer Committee (AICPA 1968, 1969)
“At least five years of college study are needed to obtain the common body of
knowledge for CPAs and should be the education requirement.”

Albers Task Force (AICPA 1977, 1988)

Changed the language from five years to 150-semester-hours and recommended
that a graduate degree requirement at the conclusion of the 150-hours should be ex-
plicitly stated.

Anderson Committee (AICPA 1986) (See Langenderfer 1987, 323)

Noted that prospects for 150-hour becoming a national requirement were highly
uncertain and recommended direct involvement by the AICPA. This resulted in drop-
ping the graduate degree requirement and putting the issue to vote.
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AICPA Membership Vote (1988)
83 percent voted to require 150 semester hours of education as a condition for
membership in the AICPA after the year 2000.

Legislative Action (1989-present)
At the present time, 37 jurisdictions of 54 in the U.S. have passed some form of
150-hour requirement.

3. The Accounting Accreditation Movement:
Focus: The quality of accounting programs.

1976

The AICPA concluded there was a need for separate accounting accreditation
and decided to assume a significant role in the formulation of an accreditation pro-
cess. Under the assumption that the AACSB would not be willing to establish an ac-
creditation program for accounting programs, the AICPA explored with the AAA the
development of a separate accreditation agency. The AAA initially declined to com-
mit to joint sponsorship with the AICPA and other organizations.

1977

The AICPA decided to pursue the establishment of an accrediting agency on its
own. The AAA then reversed its position and agreed to cosponsor with the AICPA. A
“Committee of Six” was established with three members from each organization. At
this point, the AACSB became concerned, claiming that separate accreditation was
undesirable and unnecessary. The AACSB at first rejected, then agreed to, a joint
effort with AICPA and AAA. At first, the AACSB’s role was to be advisory, but over
time, more and more requirements were added as conditions for the AACSB’s
cooperation.

1978

The AACSB “took over,” insisting on setting standards, and deleting provisions
for cooperation with the AAA and the AICPA. Although unhappy with this develop-
ment, the Committee of Six decided to discontinue efforts to establish a separate
agency and ceded the function to the AACSB. They did incorporate an Accounting
Accreditation Council, but decided to not activate it unless the AACSB program proved
unsatisfactory.

1979
The AACSB issued proposed standards for accounting accreditation.

1980-1990
The AACSB’s “old standards” were in effect.

1989-1990

In response to criticisms of prescriptive, overly rigid accreditation standards, the
AACSB’s Accreditation Review Task Force used a zero-based approach to consider
restructuring accounting accreditation.

1991
The AACSB adopted new, mission-linked accreditation standards.

REFERENCES
American Assembly of Collegiate Schools of Business (AACSB). 1991. Stan-
dards for Accounting Accreditation. St. Louis, MO: AACSB.
. 1993. Standards for Business Accreditation.

Accounting Education Change Commission (AECC). 1990a. Objectives of
education for accountants: Position statement number one. Issues in
Accounting Education (Fall): 307-312.

ol LW zyL—*I

er. Further reproduction prohibited without permissiony,




Nelson, Bailey and Nelson 325

. 1990b. Grants awarded for implementing improvements in account-

ing education. Issues in Accounting Education (Fall): 313-329.

. 1991a. AECC urges decoupling of academic studies and professional

accounting examination preparation: Issues statement number two.

Issues in Accounting Education (Fall): 313-314.

. 1991b. Additional grants awarded for implementation of improve-
ments in accounting education. Issues in Accounting Education (Fall):
315-330.

—. 1995. Assessment for the New Curriculum: A Guide for Professional
Accounting Programs. J. Gainen, and P. Locatelli, eds. Sarasota, FL:
American Accounting Association.

American Accounting Association (AAA), Committee to Compile a Revised
Statement of Educational Policy, R. J. Canning, chair. 1968. A State-
ment of Matters Relating to Educational Policy. The Accounting Re-
view Committee Reports: 50-121.

. Committee on the Future Structure, Content and Scope of Account-

ing Education (the Bedford Committee). 1986. Future accounting edu-

cation: Preparing for the expanding profession. Issues in Accounting

Education (Spring): 168-195.

, Teaching and Curriculum Section. 1993. Report of the 1992-93 Out-
come Assessment Committee. Sarasota, FL: AAA.

American Institute of Certified Public Accountants (AICPA), Committee
on Education and Experience Requirements for CPAs (the Beamer
Committee). 1968. Academic Preparation for Professional Accounting
Careers. New York, NY: AICPA.

——. 1969. Report of the Committee on Education and Experience Re-
quirements for CPAs. New York, NY: AICPA.

———, Education Executive Committee. 1988. Education Requirements for
Entry into the Accounting Profession. Second edition. Reissuance and
update of the 1977 Albers Report. New York, NY: AICPA.

, Education Executive Committee. 1990. Accounting education: An

AICPA position statement. Accounting Educators: FYI (November):

4-5.

. 1995. The Supply of Accounting Graduates and the Demand for Public
Accounting Recruits-1995. New York, NY: AICPA.

——, Communications Division. 1996. Sources and Occupations of AICPA
Membership. New York, NY: AICPA.

Bailey, A. R, and W. F. Bentz. 1991. Accounting accreditation: Change and
transition. Issues in Accounting Education (Fall): 168-1717.

Benke, R. L. 1995. 150-hour programs and the preparation of management
accountants. In Change in Accounting Education: A Research Blue-
print, edited by C. P. Baril. St. Louis, MO: Federation of Schools of
Accountancy.

Deppe, L. A, E. O. Sonderegger, J. D. Stice, D. C. Clark, and G. F. Streuling.
1991. Emerging competencies for the practice of accountancy. Journal
of Accounting Education (Fall): 257-290.

Digman, L. A. 1986. Strategic Management: Concepts, Decisions, Cases.
Plano, TX: Business Publications, Inc.

Elliott, R. K. 1992, The third wave breaks on the shores of accounting. Ac-
counting Horizons (June): 61-85.

Frederickson, J. R., and J. Pratt. 1995. A model of the accounting education
process. Issues in Accounting Education (Fall): 229-2486.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permissionyy



326 Issues in Accounting Education

Herring, H. C. III, and C. D. Izard. 1992. Outcomes assessment of account-
ing majors. Issues in Accounting Education (Spring): 1-17.

Hofer, C. W., and D. Schendel. 1978. Strategy Formulation: Analytical Con-
cepts. St. Paul, MN: West Publishing Co.

McCrea, R. C., and R. B. Kester. 1936. A school of professional accountancy.
Journal of Accountancy (February): 106-117.

Moore, M. R., and M. A. Diamond. 1995. The strategic planning partnership
among business school and accounting program stakeholders. Plenary
session at the 19th Annual Meeting of the Federation of Schools of
Accountancy, Las Vegas, NV.

Moore, T. E. 1997. The corporate university: Transforming management
education. Accounting Horizons (March): 77-85.

National Association of State Boards of Accountancy (NASBA). 1994. CPA
Candidate Performance on the Uniform Examination. New York, NY:
NASBA.

Nelson, A. T. 1989. A new direction in accounting education—the AICPA
steps out. Issues in Accounting Education (Spring): 211-217.

Nelson, I. T. 1995. What’s new about accounting education change? An his-
torical perspective on the change movement. Accounting Horizons (De-
cember): 62-75.

Langenderfer, H. Q. 1987. Accounting education’s history: A 100-year search
for identity. Journal of Accountancy (May): 302-331.

Perspectives on Education: Capabilities for Success in the Accounting Pro-
fession (The White Paper). 1989. Arthur Andersen & Co., Arthur Young,
Coopers & Lybrand, Deloitte Haskins & Sells, Ernst & Whinney, Peat
Marwick Main & Co., Price Waterhouse, and Touche Ross. New York,
NY.

Porter, M. E. 1985. Competitive Advantage: Creating and Sustaining Supe-
rior Performance. New York, NY: The Free Press.

Reckers, P. M. J. 1995. Know thy customer. In Change in Accounting Edu-
cation: A Research Blueprint, edited by Charles P. Baril. St. Louis,
MO: Federation of Schools of Accountancy.

Roy, R. H., and J. H. MacNeill. 1967. Horizons for a Profession. New York,
NY: AICPA.

Siegel, G., and J. E. Sorensen. 1994. What Corporate America Wants in En-
try-Level Accountants: Results of Research. Montvale, NJ: Institute of
Management Accountants.

, and C. S. Kulesza. 1996. The coming changes in management ac-

counting education. Management Accounting (January): 43-47.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permissionyy



