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FERE 15 4 HALLYING ORY FOR REVAMPING

PREPARE STUDENTS 7O 88 Ceanmisn Manacsnent ACOOUNTANTS AND NOT ONIY

CermEed Pusuic ACCOURTANTS.

URNDERGRADUATE SACOOUNTING CURRICIHA TO

\N he emperor of accounting education is parad-
ing naked. Accounting educators and univer-

sity administratoss are applauding, praising

the beauty of the emperor’s CPA pass rates.

%

In reality, however, accounting education is at
a crossroads. Industry leaders are not happy with the
state of current accounting education. Students claim
they do not perceive an accounting degree to be as
valuable as it used o be, and accounting graduates say
they would not major in accounting if they had to do
their education over. Decades of academic inertia and
neglect may have contributed to this decline.

Neow the gap between current accounting education
and the needs of the industry is widening. Technologi-
cal advances have automated many activities that
accountants traditionally performed, such as posting
transactions, paying invoices, and calculating variances,
and have changed accountants’ role. Critics feel that
accounting education as it is taught at many universities
is broken and in desperate need of fixing. Some wonder
whether accounting programs as they exist today will
survive in the future unless significant changes are
made.

Today's management accountants spend less time
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preparing standardized reports and more time analyz-
ing, nterpreting, and providing information for decision
making. Auditing and tax filings are regulatory needs,
whereas cost management is essential for organizational
success and survival. The objectives, users, and uses of
financial accounting and managerial accounting differ in
many ways. Fraditionally, roanagersent accountants
have spent much of their time on activities such as
tracking vartances, making budgets, allocating overhead
costs, and computing product costs. Financial accoun-
tants have spent much of their time conducting audits
and preparing financial statements and tax recurns.
Management accounting played a key role in the suc-
cess of the U.S. industrial revolution at the tarn of the
20th Century. Similarly, innovative cost management
tools and techniques of today, such as activity-based
costing, the balanced scorecard, target costing, and fean
accounting, are playing significant roles in improving
the competitiveness and profitability of coropanies.

At the same time, nonpublic accounting jobs, the
growth of consulting, and certifications such as the
CMA (Certified Management Accountant), CFM (Cer-
tified Financial Manager), and CIA (Certified Internal

Auditor) are significantly influencing career choices of
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accounting graduates. More companies are now recog-
nizing that the knowledge gained frora the CMA pro-
gram adds value to their organizations. In fact, CMAs
are emploved by a variety of organizations, including
manufacturing, public accounting, hospitals, govern-
ment, and nonprofits. Their salaries are comparable to
or better than those of CPAs {Certified Public
Accountants).

Yet very littde has changed in the kingdom of
accounting education. Most college and university
accounting prograrns are loaded with courses relevant to
the CPA examination, but two-thirds of accounting
graduates take jobs outside public accounting and have
no jnterest in taking the CPA exaro. Overall, accounting
majors have litde flexibility and are required to take
essentially the same courses irrespective of thelr career
choices.

A sample of 15¢ accounting curricula I randomly
selected using James Hasselback’s Acconnting Faculty
Drrectory shows that most universities require three to
six credits of cost accounting, and just a few reqaire
more than six eredits.! Only a few universities have
senior-level courses in the cost/managerial accounting
area. Despite significant changes in the business envi-
ronment and decades of studies criticizing it, account-
ing curricula have remained static. Accounting faculty
are reluctant to design alternate tracks for nonpublic
accounting careers. This narrow focus undermines the
needs of other industries and accounting graduates
seeking nounpublic accounting careers.

This article looks at: {1) the current state of account-
ing education along with some historical perspectives,
(2) the influences of public accounting on accounting
education, and (3} how to develop a flexible accounting
curriculum without adding more credits. Also, 1
describe how industry and the Institute of Management
Accountants (IMA) can influence accounting curricula

and make a difference.

STATE OF ACCOURNTING EDUCATION

“There is little doubt that the current content of professional
accounting education, which has remained substantially the
same over the past 50 years, is generally inadequate for the
Suture accounting professional. A growing gap exisis berween

what accountanls do and what accounting educators teach.. ..

Acconniants who remain narrowly educated will find it more

difficult to compeie in an expanding profession.... The Com-
mitttee’s analysis of accounting practice has indicated that
acconnting education as it is currently approached requires
major adjusiments between now and the year 2000.72

“The Bedford Report,” 1986

Many similar statements were made by other organi-
zations, such as the AAA (Arcercan Accounting Associ-
ation), AICPA (American Institute of Certified Public
Accountants), IMA, and accounting firms.® They
describe in detail declining enroliments, students” lack
of relevant skills and knowledge, noncompetitive
wages, the growth of consuleing, lopsided curncula, and
nondifferential salaries of public accounting and man-
agerial accounting. Though there are changes in how
accounting is taught, there is listle change in war is
taught. Decades of criticism have had little or no effect
on accounting curricula.

Decline in Enrollment. In 1995-96, U.S. universities
produced 60,000 accounting graduoates. By 1998-2000,
this number dropped to 47,600, a 20% decline. Also in
1995-96, there were 192,000 accounting students. By
1998-99, this number dropped to 148,000, a decline of
23%. The number of high school students expressing
interest in majoring in accounting had dropped by 50%
over the same period. Only 34% of new accounting
graduates chose public accounting in 1999-2000.4
Potential factors that might have contributed to this
decline include lower starting salaries, emergence of
better and more attractive career alternatives, automa-
tion replacing many traditional accounting tasks, lack of
information, and considerable misinformation about
accounting careers. Although the recent accounting
scandals and government regulations have stirred some
demand for accounting graduates, it is too early to say
whether these gains will be sustainable or not.

Lack of Relevant Knowledge and Skills. Studies indicate
that accounting students are exposed to a wide array of
seemingly isolated rales but not o a broader uader-
standing of the purpose and impact of accounting infor-
mation. As technology replaces common accounting
activities, the only way to stop the outsourcing of jobs to
overseas countries and to keep high-paying accounting

jobs in the United States is for secountants o perform
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Table 1: Accounting Activities, Value, and Academic bmphasis

ACTIVITY VALUE/COST EMPHASIS IN ACCOUNTING EDUCATION
Recording businass events $10/Hr High

Summarizing recorded avenis $30/Hr. High

Converting data into information $100/Hr. Moderate

Turning information into knowledgs $300/Hr. Low

Making value-added decisions $1,000/Hr. Low

Source: Steve W. Albrecht and Robert J. Sack, “Accounting Education: Charting the Course Through a Perilous Future,”
Accounting Education Series, American Accounting Association, August 2002,

high-value-adding activities such as process improve-
roents. Unfortanately, the erophasis of current accounnt-
ing education is inconsistent with the knowledge and
skills of a high-value-added employee, as shown in
Table 1.5

Noncompetitive Wages. The pay for services that add
value increased between 1990 and 1999 while the pay
for scorekeeping that can be performed with technology
declined. Between 1990 and 1999, the average starting
salary of accounting graduates increased by 31% com-
pared to 35% for finance graduates, 42% for MIS gradu-
ates, and 48% for consulting, as shown in Tuble 2. In
1990, information systems salaries were the highest, and
the compensation gap between them and accountants
was 10.23%. By 1999, consulting was the highest-paid
group, with the salary gap at 23.48%.9

Alternate Accounting-Firm Careers. Over the past few
decades, auditing and taxaton—the two waditional
activities of accountants—became highly competitive,
so accounting firms started to expand their nonaccount-
ing services. Slowly, auditing became secondary in
growth and revenues to consulting. In 1989, consulting
accounted for 21.6% of the big accounting firroy” rev-
enue. By 2002, it was more than 40%. Salaries of new
auditors grew more slowly, and the compensation gap
between consultants and auditors widened, creating
professional and personality conflicts among emaployees
of firros such as Arthur Andersen. Only 4 third of new
accounting graduates at the bachelor’s level chose pub-
lic accounting, as shown in Table 3.7

Lopsided Accounting Cunicula. As noted previously, a

saruple of 150 university and college accounting curricula

Table 2: Starting Salaries of New Accounting Graduates
by Type of Employment

TYPE OF EMPLOYER 1330 AVERAGE SALARY 1993 AVERAGE SALARY INCREASE
Public and Private Accounting $26,400 $34,500 31%
Investment Banking and Corporate Finance $28,100 $37,100 28%
Financial/Treasury Analysis $26,700 §36,100 35%
Information Systems/Computer Science $29,100 $41,400 42%
Consulting $28,700 $42,600 48%

Source: Steve W. Afbrecht and Robert J. Sack, “Accounting Education: Charting the Course Through a Perifous Future,”
Accounting Education Series, American Accounting Association, August 2002.

MANAD Ni c0li : H v ¥a ~'\\ H £ n
MANAGEMENT ACCOUNTING QUARTERLY \\\\\%SJMM“R 2004, VOL. 5,

NG. 4

Reproduced with permission of the copyright owner. Further reproduction prohibited without permissiony\w\w.manaraa.com




shows an average of 23 credits in accounting, of
which only three credits are required in cost ot
managemert accounting courses. See Table 4
for the average required credits. A typical
accounting curriculum includes an introductory
managerial accounting course at the freshman
or sophomore level and one or two cost
accounting courses at the junior level. Only a
handful of schools in the sample have senior-
level cost/managerial accounting courses. None
has a required course in process mprovenments.
Salaries of CPAs and CMAs. A recent sur-
vey by David Schroeder and Karl Reichardt
indicates that eraployees with a CMA earn
more than those with ne certification and
that the overall salaries of CMAs and CPAs

are very comparable ® The average salary

Table 3: Flacement of New
Accounting Graduates, 1999-2000

AREA BACHELOR'S DEGREES MASTER'S DEGREES
{iN PERCENTAGE) {iN PERCENTAGE)

Public Accounting 34 g2
Business/Industry 26 19
Government 4

Nongrofit 2

Other Areas 3 1
Graduate School 11 2
Unknown 20 1

Source: Steve W. Albrecht and Robert J. Sack, “Accounting Education:
Charting the Course Through a Perilous Future,” Accounting Education Series,
American Accounting Association, August 2002,

differences among age groups and profes-

sional certifications are shown in Table 5.

In summary, only one-third or fewer accounting grad-
nates make public accounting their career. The com-
pensation of CMAs is better than or comparable to that
of CPAs. The demand for consulting services is increas-
ing, and the demand for traditional accounting is declin-
ing. Eroployers are seeking value-adding employees,
and critics are complaining about the quality of account-
ing programs. In this environment, the current state of
university accounting curticula is called into question,
raising many questions, such as:

@ Are accounting students getting a complete and

objective picture of the accounting profession’?

% Are carrent accounting students adequately
informed about alternate careers?

€ Are accounting programs serving the needs of all
accounting students?

€ Are there fair and balanced tracks in accounting
curricula that are alternates to the CPA?

€ Are accounting curricula adequately preparing stu-
dents for nonpublic accounting careers?

€ Ase university accounting programs shortchanging

accounting students and undermining industry needs?

Table 4: Sample of Accounting Curricula and
;&VE%?BQE ﬁﬁﬁﬂi?@ﬁ Credits (Averages are rounded 1o nearest integer

b

UNIVERSITY SIZE AVERAGE ACCOUNTING COST ACCOUNTING INTERNAL AUDIT
CREDITS REQUIRED CREDITS REQUIRED CREDITS REQUIRED

Small 21 3 3

Medium 23 3 3

Large 21 3 2

Overall Average 23 3 2

Based on data collected by the author, Summer 2002. The data were coffected using websites. Not all websites were user-friendly, and some
were confusing. The author inade reasonable interpretations regarding credits in cases where the data were not clear.
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Table 5 Compensation by Age and Certification
AGE RANGE ALL NG CMA DRCPA CMA CPA BOTH CMA AND CPA
AVERAGE Salany
18-28 352,231 $51,386 $53,331 — —
30-39 $75,147 $66,057 $73,857 $76,748 $85,558
40-49 $9¢,978 $76,348 $97,584 $82,571 $96,123
50-59 392,202 $81,497 $80,282 $110,081 $99,157
60 and over $81,131 $38,619 $91,440 $93,045 $78,461
All $76,155 $88,200 $85,031 $92,673
AVERAQGE TOVAL COMPENSATION
19-29 $60,732 $66,408 855,771 — —
30-39 $84,210 $71,731 $83,713 $85,671 $96,232
40-49 §104,808 86,141 $115,043 $110,334 $107,335
50-58 $107,538 $92,712 $108,641 $132,877 $114.918
60 and over 398,979 $102,112 $95,957 $93,045 $83,932
All 385,771 $103,234 $111,096 $104,795
Source: David L. Schroeder and Karl Reichardt, “IMA 2003 Sajary Guide,” Strategic Finance, June 2004, pp. 29-42.

There is no doubt that current accounting education
is a mess. A look at the history of accounting education
sheds some light on factors that might have contributed

to this mess and some ways to get out of it.

HisToricaL FPERSPECTIVES OF ACCOUNTING
Epucarion
The evolution of ULS. accounting education goes back
hundreds of years.? More than 200 years ago, accoun-
tants from Britain came 1o the United States to explore
better opportunities. Slowly, public accounting in the
United States grew, and state societics of CPAs were
formed. New York legislators established the first state
society of CPAs in 1897. Several states followed and
introduced bills to regulate public accounting. By 1921,
all states had passed similar legisiation.

Birth of U.S. University Accounting Programs. Early
accounting education was financed and influenced by
the public accounting industry and still is to some

extent. At the turn of the 19th Century, accountants

believed 1n broad, general, liberal education. Practition-
ers felt that the role of education was to provide a wide
range of knowledge and to tratn students to think ana-
ivtically and creatively. They felt the most effective
way to master the technical procedures of auditing and
accounting was through practical experience. ! Practi-
tioners advocated an expansion of university education
to inchude accounting, and they proroted teaching of
accounting to develop conceptual understanding, busi-
ness breadth, and critical thinking,

With the support of accountants, business schools
developed throughout the counury, In fact, accountants
directly financed or underwrote the first university busk-
ness courses.!! According to historians, accounting prac-
titioners became deeply disappointed with the wends in
university business schools—the very schools they
helped develop and foster.'2 Practitioners believed in
apprenticeship as a way to learn the practice of account-
ing, but early accounting educators in the United States

did not believe in or accept the Britsh style of appren-
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ticeship as 2 form of training. They moved away from
the theoretical and conceptual approach and tumed
procedural orientation.

Evolution of the Certification Exams. | he growth of
business increased the demand for qualified accoun-
tants. U.S. accountants at the tum of the 19th Century
felt the need for a way to measure appropriate and rele-
vant credentials for practicing accountants. To test the
competencies of public accountants, a series of certifica-
tion exams was developed based on a Scottish model
that included tests of writing ability; proficiency in
arithmetic and algebra, including quadratic equations;
knowledge of geography, Latin, English, and history;
and mastery of two fields chosen from foreign lan-
guages, higher math, and physical and natural sci-
ences.!3 This was the beginning of the CPA exam.

Unfortunately, over time, these expectations changed
drastically, and the CPA exam became increasingly rule-
based and practitioner-oriented at the expense of broad-
based knowledge and skills. During the early 1970s, the
CMA and CIA exaros were developed to test the
knowledge and skills of financial professionals and
internal auditors. Over time, all the different certifica-

ion exams underwent many changes to reflect the
changes in technology and industry needs.

influence of CPA Exam on Accounting Curicuda. In the
1940s, a college degree was made a prerequisite for the
CPA exarn and changed the landscape of accounting
education. Universities reoriented their accounting pro-
gramns to meet the needs of the CPA exam. Not every-
one agreed with the orientation of accounting
education, and some national accounting leaders were
upset. According to historians, W, Sanders Davis, then
president of the American Institute of Accountants
(ATA) (a precursor to the current AICPA), chided educa-
tors for their erroneous assumption “that preparing men
for the CPA examination was what was most needed.” 4
Unfortunately, despite the many criticisros, little has
changed. The orientation of academic programs toward
the CPA examination is seil] alive and well.

During the 1950s, another significant event took
place. The Commission on Standards and Experience
for CPAs concluded that the CPA certificate reflected
only entrance-level competence and not the compe-

tence level needed for a professional. Tt recommended

that pracucal expenience should follow the CPA exam
rather than precede it, as some commissioners wanted.
Commissioners whe disagreed were not sure of the
guality and consistency of acaderic programs. There
were also disagreements on how to measure the quality
of accounting programs. To address the quality issue,
the director of research of the AIA conducted a survey
of academic accounting programs and concluded that, in
“good” schools, the percentage of those passing the
CPA exam was eight times higher than in “bad”
schools, Two external studies conducted later suggested
that higher passing rates were the result of teaching for
the CPA exam. But these so-called geod programs
failed to provide the wide range of knowledge envi-
sioned by the industry leaders at the time.!S It was the
beginning of the tatl (CPA exam) wagging the dog
{(accounting curricula) and the wansformation of univer-
sity accounting programs iuto CPA mills,

The erroneous mind-set of equating the CPA exam
results with the quality of university accounting pro-
grams still plagues accounting departments. Universities
brag about their students” CPA exam pass rates as if
these are proxies for the quality of the schools” account-
ing programs. The content and format of the CPA exam
became a powerful force and prmary source for account-
ing curricula, and accounting departraents revise their
curricula to reflect changes in the CPA exam. But no
such interest has been paid to the knowledge and skills
required for other accounting certifications. In 30 years
of my experience with three accounting departments,
the wopic of preparing students for the CMA or CIA
certification has never been discussed, while a great deal
of time was spent discussing how to redesign acconnting
curricula to meet the 150 semester-hour CPA
requirement.

The 150-Credit-Hour CPA and Political Influences of
Public Accounting. When the modern disciplines of law,
medicine, and accounting began o develop, law and
medicine chose the path of professional schools while
accounting did not. As a result, there were no profes-
sional accounting schools until the 1970s. Unlike
accounting, law and medicine chose to require a liberal
arts degree followed by technical training at the gradu-
ate level in the chosen fields before taking licensing

exames.
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Several years later, accountants realized the need for
better credentials, and the push for graduate account-
ing education and professional schools of accountancy
started. Two AICPA studies were instruraental for the
creation of the 150-hour CPA 16 Unlike the Accounting
Educauon Change Commission of 1998, which focused
on improving the relevance and pedagogy of account-
ing education, these earlier AICPA studies focused on
the comraon body of knowledge and the length of tirae
needed for accounting programs to cover it. Despite
the fact that a majority of accounting students do not
opt for public accounting careers, AICPA studies did
not address the educational requirements for account-
ing students not interested in CPA careers. AICPA’s
effort resulted in only marginal success. Business
schools did not fully accept or encourage professional
schools of accountancy, in part because they fele
graduate accounting programs would make the well-
established MBA programs redundant and threaten
their viability.

Unsuccessful in convincing universities of the need
for professional schools of accountancy, the AICPA
chose a different approach in the 1980s: the 150-
semester-hour (also known as the five-year program)
route. To the best of my knowledge, no other profes-
sional organization or state board roandates a specific
number of credit hours as a requirement to take its
licensing or certification exams. Professional organiza-
tions such as IMA, APICS (American Production and
Inventory Control Society, now the Educational Soci-
ety for Resource Management) and ASQ (American
Seciety for Quality) specify the subject areas and lev-
¢l of competency but not the semester hours students
should have. For example, IMA specifies the content
and level of proficiency for the CMA and CFM
exams. Ironically, decades after the initiation of the
150-credit-hour CPA, the AICPA has yet 1 provide
specific detatl or guidelines about what is expected to
be taught in the 30 hours required beyond the tradi-
tional 120-semester-hour-degree programs.

There are many unanswered questions regarding the
power and political influence the public accounting
industry exerts on university accounting cusricula, as
well as the role of state boards of accountancy. Some

examples are:

¢ How did the AICPA manage to get state legislators
to pass the 150-sernester-hour CPA requirement?

€ Why did accounting faculty embrace it with little or
no knowledge of what specific courses and topics
would be, should be, or could be covered by the
additional 30 hours?

% Did anyone look at the potential economic ramifica-
tions, such as additional costs to students and
employer reluctance to pay more for five-year
accounting graduates?

€ Who controls the state boards?

€ Are state boards overseeing the accounting profes-
sion or following the dictates of large accounting
firms?

€ Are these boards appropriately and fairly exercising
their fiduciary responsibilities, or are they acting like
corporate boards with passive directors?

€ Was there potential political game-playing?

I also heard about disturbing and potentally unethi-
cal incidents of how some local and regional public
accounting firms pressured their emplovees to raake
calls to state legislators and ask them to pass the 150-
semester-hour CPA exam requirement, but that infor-
mation is confidential.

During the 1980s, accounting firms paid more than
31 bithon in darsages to the government for the many
lawsuits filed against them for the failed savings & loan
crises. To gain clout, the accounting profession started
iobbying, very much like the big businesses’ lobbying
efforts for tobacco and guus, for example. Big account-
ing firms gained influence and got seats on the state
boards of accounting. The AICPA and the then Big
Five accounting firros continued  spend millions of
dollars for lobbying.!7 Accounting firms and individual
accountants made political contributions of more than
$76 million during 1990-2004, as shown in Table 6.1
For the 2004 election cycle, as of August 2, 2004,
accounting firms contributed a total of $9.7 million,
with the Big Four accounting firms contributing more

than $1.5 million.

ManmAaGeERIAL ACCOUNTARTS —FROM Bean
COUNTERS TO BuUsiNegss CONSULTANTS
The role of managerial accounting evolved over hun-

dreds of years. Cost management developments always
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Tahle B: Accountants” Political Dontributions

ELECTION  TOTAL CONTRIBUTIONS  CONTRIBUTIONS SOFT MONEY DONATIONSTO  DONATIONS 7O
CYCLE  CONTRIBUTIONS FROM INDIVIDUALS  FROM PACS CONTRIBUTIONS DEMOCRATS  REPUBLICANS
2004 $8,713,061 $6,245 448 $3,467,613 N/A $3,248,256 $6,396,278
2002 §$11,940,758 33,503,912 $5,595,184 82,841,663 $3,504,918 38,400,004
2000  $15,354,056 $6,903,477 $5,788,177 $2,662,402 $5,896,876 $9,360,398
1998 810,241,316 $3,346,848 $5,479,080 $1,415,387 $3,996,385 $6,215,348
1996  $12,072,680 54,988,094 $5,579,006 $1,505,580 $4,978,795 37,040,527
1994 $7,472 464 $2,604,173 $4,189,336 $698,955 $3,833,630 $3,714,434
1992 $6,635,342 $3,201,132 52,835,699 3598511 $3,598,597 $3,085,408
1990 $3,349,829 31,340,783 $2,009,046 N/A $1,735,087 31,622,742
Total 876,779,507 $32,133,868 534,923,141 $9,722,498 $30,793 554 $45,835,137

*2004 figures do not include donations of “Levin” funds to state and local party committees. Levin funds are contributions of up to $10,000
from sources that are allowed to give to parties under the applicable state’s laws, including, in some states, corporations and labor
organizations. Levin funds may be used for certain types of voter registration, voter identification, and get-out-the-vote activity.

Sowrce: Federal Eiection Commission, via the Center for Responsive Politics

played a key role in the success of businesses. For
Josiah Wedg-

wood, a British businessman, attributed the success of

=

example, during the depression of 1772,
his pottery factory to innovative cost accounting meth-
ods that helped him calculate costs of materials and
labor for each step of the roanufacturing process and set
prices o ensure profitability. ! Similarly, after the U.S.
industrial revolution at the taimn of the 20th Century,
cost management developments played a key role in
the successes of U.S. industries such as textiles and
autoraobiles. The industrial revolution also brought
many changes to management accounting, advancing it
from simple bookkeeping to 3 means of a firm’s success
and survival.

By 1925, things had changed. Financial reporting
becarne the daving force for cost and management
accounting systems. Slowly, managerial accounting
became obsolete and lost its relevance.

In the 1970s, the business environment in the Unit-
ed States started o change, characterized, for example,
by intense competition, globalization, increased
resource mobility, and demanding customers. To sur-

vive and succeed, U.S. manufacturing corpanies start-

i A i L, S e e
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ed to use highly successful tools and techniques such as
TOM (total quality management) and JIT (just-in-time
production). These developments, combined with the
emergence of inforraation technology and antormation,
significantly changed manufacturing processes and
made traditional cost accounting methods obsolete and
dysfunctional. Also, for a while, cost/managerial
accounting technigues lagged manufacturing
improvements.

But by the 1990s, significant cost management tools
and techuiques, such as activity-based costing/
management, the balanced scorecard, and target costing,
emerged 1o help organizations become lean, competitive,
and profitable. The role of the management accountant
drastically changed from that of a routine staff position to
a consultant and business partner. Current and foture
management accountants will work in teams, with a focus
on improving processes and exploring ways to add value
to the organization.

For example, cost accountants of the past would
compute the cost of products with little or no under-
standing of a production process or bill of materials.

Critics claimed that the cost information they produced
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was inaccurate, irrelevant, and, therefore, led to erro-
neous decisions. Today’s new management acconntants
understand business processes and the concept of the
value chain. They have a better appreciation of links
between internal factors such as product design and
external factors such as customer satisfacton. With
knowledge of powerful cost management tools and
techniques, today’s cost managers provide relevant and
futuristic information. They can explain the costs of
today, compare them with the costs of yesterday, and
know the difference between value-adding and
nonvalue-adding activities. Above all, they have the
knowledge and skills to help companies become more
competitive and more profitable.

Strategic planning and process improvement are two
of the most critical activities for cureent and future rean-
agement accountants, but these are not taught ade-
guately in today'’s accounting currienla. 2t Companies
want employees who understand the causes of cost,
know the difference between value-adding and
nonvalue-adding activities, and participate in the value-
adding ones. Employers want management accountants
who go beyond controlling costs to reducing them.
Companies want employees who understand the
processes and have the know-how to simplify them.
They want employees with knowledge and skills in
learning to learn, critical thinking, problem solving, and
communication. Above all, companies no longer want
“bean counters”—they want employees who can work
as business consultants to help thern make “better
beans” at a lower cost. Unfortunately, current account-
ing education as taught in universities appears to be a

roadblock to preparing these managersent accountants.

Dirrenences BeTween THE CRMA ano CPA
The CMA designation provides corporate management
and individual IMA members with an objective mea-
sure of knowledge and competence in the field of man-
agement accounting. Often called a2 “mini MBA,” the
CMA program covers a boad range of business topics,
including economics, finance, management, financial
accounting and reporting, management reporting, analy-
sis, behavioral issues, decision analysis, internal andit-
ing, and information systems. The CMA and CPA have

different objectives.

¢ The CMA exam is designed with a user orientation,
Le., to show how managers use accounting informa-
tion for planning, controlling, decision making, and
to make continuous improvements, whereas the
CPA exam is preparer-oriented, i.e., to learn how o
prepare financial statements such as the balance
sheet and income statement.

€ The CPA exam is primarily rule based, whereas the
CMA exam is concept based.

€ CPA certification is designed as a license to practice,
whereas the CMA exam is designed to gain knowl-
edge that will help corapanies do better.

€ The CPA exam requires an accounting degree and
150 college/universiey credits, whereas the CMA
exam requires any degree and relevant competence.

€ The CPA exam is designed to test technical profi-
ciency in accounting standards, auditing, tax, and
law, etc. The CMA exam is designed to certify one’s
expertise in the business areas that are critical to the
decision-making process and to recognize the unique
gualifications and expertise that provide distinction
in today’s economic climate.

& (PAs are much like sports referees, making sure the
game is played fairly and with appropriate rules and
regulations (i.e., following GAAP). CMAs are the
players, working together to win the game.

¢ External auditing, an activity exclusively the domain
of the CPAs, is like counting and attesting to the
accuracy of the beans that were produced. CMAs
are the internal consultanes that help make better-

quality, lower-cost beans.

A CMA-Track AccounTing CURRICULUM
Despite these and many other differences between the
CPA and CMA, accounting students at most uriversities
take more or less the same courses—e.g., Intermediate
Accounting, Advanced Accounting, Auditing, Cost
Accounting, Nooprofit Accounting, Law, etc.—
irrespective of their career objectives. While this may
serve the needs and desires of faculty, it does not meet
the needs of students. Accounting programs need to be
flexible and fair. They must provide a balanced prepara-
tion for alternate accounting careers. While all accounting
students need foundation courses such as Intermediate

Accounting, not all need a second law course or advanced

4
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TYPICAL ACCOUNTING CURRICULUM

Table 7: A Typical Accounting Curriculum vs. a Suggested
Management Accounting Curriculum ifferances in boid)

PROPOSED MANAGEMENT ACCOUNTING CURRICULUM

3-6 credits of Foundations of Accounting

3-8 credits of Foundations of Acgounting

6 credits of Intermediate Accounting

3-6 credits of Intermediate Accounting

3-6 credits of Cost Accounting

3-6 credits of Cost Management

3-6 credits of Advanced Accounting

& credits of Advanced Cost Management

3 credits of Auditing

3 credits of Process Improvements

8 credits of Tax

3 credits of Tax

3 credits of Internal Auditing

3 credits of Internal Auditing

6 credits of Law

3 credits of Legal Environment

3 cradits of Accounting Information Systems

3 credits of Accounting Information Systems

financial accounting courses. I have taught a CMA
review course for more than 10 years, and it is my experi-
ence that, despite six credits of law, most accounting
graduates know little about regulatory issues such as anti-
trust laws or environmental protection laws. They also
lack overall business understanding and knowledge
about the interactions between departments within the
Organizaton.

Cost management and process improvements are two
of the most value-adding subjects. Trying to cover these
and many new cost management tools and techniques
along with traditional cost accounting such as standard
costing in one or two three-credit courses is not easy.
Most university teacher evaluation systems do not dis-
tinguish between teaching cusrent topics or obsolete
topics. Like the labor-based overhead allocations, most
teacher evaluation systems sirnply count the number of
credits taught irrespective of the nature of the course
and the effort needed to teach it. As a result, teachers
may choose to spend much of their tiroe on good, old
topics, which is a relatively easy job compared to cover-
age of ernerging cost management topics, which
requires the professors to learn a considerable amount
of new information and to spend much more prepara-
tion time and effort for teaching the class.

What is currently addressed in typical accounting

cugricula is not an adequate preparation for successful

completion of the CMA certification. A broad, compre-
hensive exposure of both traditional cost accounting
and ernerging cost management topics is feasible only
with additional courses. Professors and college adminis-
trators, however, often cite little time or few resources
as a reason for the lack of additional cost management
courses and alternate accounting tracks. But with minor
modifications to existing currcula, accounting depart-
ments could easily make room for non-CPA-oriented
careers and create a manageroent accounting teack that
meets industry needs and better prepares students for
the CMA exam. One such model is given in Table 7.
The primary advantage of this revised curriculum is
that it requires no additional time. A total of nine to 12
credits from a wraditional accounting cormiculum (three
to six credits of Advanced Accounting, three credits of
Law, and three credits of Tax) are replaced with six
additional credits of Cost Management and three cred-
its of Process Management courses. A course in opeta-
tions roanagement, though not required, is important
for the management accounting track. Similasly, sepa-
rate tracks for the CFM and CIA can be developed.

inousTrY's Rowe in Promorning THeE CMA
Industry can play a key role in developing a CMA
track in accounting curricula. In many companies, it

was a common practice to fill senior accounting posi-
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tions and controllerships with experienced employees
frora public accounting firms. While these accoun-
tants are very good and talented, they bring little
knowledge of manufactaring, process orientation, or
cost management. Many of them hold only a CPA cer-
tification. These non-CMAs often have little or no
knowledge of the CMA and show no particular inter-
estin hiring CMAs. Industry managers often com-
plain how Ul prepared their accountants are in
meeting their needs. Instead of being passive, the
nonpublic accounting industry should follow the foot-
steps of the 19th Century public accounting industry
and aggressively seck to develop management
accounting curricuia that meet their specific needs.
Some ways industry could help promote managerial
accounting include:
% Hiring emplovees with the CMA certification,
Encouraging employees to become CMAs,
Providing resources to prepare for the CMA exam,

Inereasing visibility through class visits,

¢ & b &

Providing financial assistance to faculty o develop

new and relevant courses,

% Increasing visibility by participating in student
activities, and

% Developing intemships and mentor programs for

students interested 1n management accounting,

iIMA's Rowe v PromoTing THE CMA

Two decades ago, cost accounting came under attack
from both practitioners and academics. Cost accounting
techniques were criticized as obsolete, irrelevant, and
dysfunctional to managerial needs. IMA stepped up to
the plate and earmarked millions of dollars to make 2
significant, positive contribution through research
grants, student scholarships, workshops, articles, and
seminars.

The AICPA acted furiously to get the 158-hour CPA
requirement approved by the state boards. Now it is
IMA’s turn. By taking appropriate steps, IMA can make
a difference in accounting curricula. Sorne ways IMA
can contribute include:

% Asking local chapters to write position papers that
explain the need for a management accounting track
and sending them to accounting department chairs,

business schooi deans, and university provosts and

chancellors.

€ Meeting with administrators of accounting depart-
ments, business schools, and universities, making a
convincing case for a management accounting uack.

€ 'Taking an active role in all student clubs with activi-
ties such as presentations, class visits, guest lectures,
scholarships, and mentor programs.

€ Providing and disseminating better and balanced
information to students about alternate accounting
careers.

€ Promoting the importance of management account-
ing and the CMA and CFM certifications to students.

€ Getting the media to pay attention to the lopsided-
ness of accounting cureicula and the need for a rean-
agement accounting track in university accounting
curricuia.

% Relentlessly promoting the CMA and CFM exams

based on the factual merits of these designations.

AcapeEmiciang’ RoLz in PROMOTING

THE CMA

The future of accounting programs depends on the
attitude of accounting faculty. Tt is hard w understand
why accounting faculty show little or no interest in
understanding the changing business environment
and the need for changes in accounting curricula.
With some attitude adjustment, academicians can
make a positive difference. Instead of chasing big

accounting firms and maintaining status quo account-

ing, faculty can——and should—be flexible and open

to new curriculum ideas. Some ways they can help

are:

€ Read the literature on the state of accounting education.

4 Understand the needs of industry.

€ Obtain CMA cerufication.

€ Develop and actively pursue management account-
ing curricula.

% Inform students about the nature and iraportance of
management accounting and the CMA.

€ (Oyganize IMA stadent chapters.

% Be active in IMA activities.

A Crvying NEeD FOR CRIA EDUCATION
ft will not be easy to change 100 years of public

accounting influence. We can praise the beauty of the
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“eraperor’s clothes” of accounting curcula or acknowl-
edge that the emperor is naked. It is dysfunctional to
any university’s goals of broadening students’ exposure
to business by focusing primarily on the CPA. Tt is
unfair to accounting students seeking careers in non-
public accounting, and it undermines firms seeking
value-adding employees. There is an urgent need to
free accounting currcula from the iron grip of CPA ori-
entation and provide alternate tracks for all accounting
students.

A century or so ago, public accountants responded to
their industry’s needs and helped design relevant
accounting curricula o meet this need. Now it is tirne
for IMA and industry accountants to respond to their
industry’s needs and help design relevant management
accounting curricula. Unless industry demands alternate
accounting education and actively promotes the CMA
cestification, there is little chance that anything will
change. Industry and academicians will be talking about
the inadequacy of accounting curricula for decades to

come. B

Note from the author: The statements made in this articie are of &
generic nature and do not apply to any specific university. While there
are some universities with value-adding curricufa, many are fagging.
My objective is not to blame or point a finger at any one. Instead, my
goal is to generate some discussion so that we can make an honiest
attempt coljectively tc improve accounting education in general and

management accounting education in particular,

Laksimi U. Tatikonda, PA.D., CMA, CPA, CIA, CPIM,
QM. is a professor of accounting at the Unzversity of Wis-
consin in Oshkosh, Wis. She can be reached ai (920) 424-
7188 or tatikond@uwosh.cdn.
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