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Re: The 150 hour requirement

In 1998 the AICPA approved  the 150 hour requirement for AICPA membership. 

Then, as now, there was a shortage of potential employees in most accounting firms, and the larger companies in particular. Frauds, or as the AICPA prefers to call it, business failures, were gaining in popularity. The Institute began a campaign on behalf of the “profession”, to convince college students to consider becoming  accountants (CPAs). The competition was great….MBAs were earning more money, they were the glamour people of the era while CPAs still were looked at as the “green eyeshade folks”, the fuddy-duddys of a bygone era.
To counteract these impressions, and as part of the effort to obtain “the best and the brightest” recruits for the accounting profession, the “150 hour” proposal was launched and promoted. The Institute did a marvelous job promoting  and marketing the program.
To date, 48 out of 54 states and jurisdictions have adopted the requirement of 150 hours, making it mandatory for being licensed as a CPA.

It may be a bit late to start a new discussion of the 150 hour requirement for licensing CPAs. Colleges and universities have developed curriculum, jurisdictions have passed legislation and, to some extent, however grudgingly, parents and students have accepted the 150 hour rule.
The questions are raised: 

What is the impact of the 150 hour requirement upon the recruitment of undergraduates as accounting majors?

Has the 150 hour requirement improved audit quality?

What is the cost and benefit of the 150 hour requirement?

I have no scientific surveys to submit to prove my points, but I have spoken to many high school graduates and college freshmen about becoming CPAs as well as practitioners of all sizes of CPA firms. 

The 150 hour requirement is a great deterrent to most prospects. 
With the cost of tuition at colleges and universities at or near $50,000.00 per annum, students and parents are having great difficulty finding a cost benefit. It may be a short sighted view, but it is a fact of life. Unless a student has an ingrained desire to be a CPA, he or she will think twice about spending another year and $50,000 to complete the 150 hour requirement. (S)he can get a job with an accounting firm, large or small, without the expense of $50,000 and /or the extra year in college. The Big Four and smaller sized CPA firms would be delighted to hire qualified, above average accounting students with a 4 year degree.

And then there is the question, “What’s the big deal about being a CPA?” The Big Four don’t use “Certified Public Accountants” on their letterheads. Only if one has the desire to enter into public practice, as a practitioner, is the title CPA a necessity. And even as an independent practitioner with talent and personality, without the CPA title, one can do very well as a business consultant or planner. There are many businesses and professions available to graduates with a 4 year business degree. If desired, an MBA degree can be obtained while working and earning money.
So, in my judgment, the 150 hour requirement is a great deterrent to the recruitment of undergraduates as accounting majors.

Has the 150 hour requirement improved audit quality? 
I would suggest that the 150 hour requirement has done very little, if anything, to improve audit quality.
The Big Four firms and virtually all accounting and auditing firms have developed programs for their audits. These programs are designed both generally and specifically for audit clients. The information is available to clients and staff describing their processes necessary to insure audit quality.  Employees are instructed to follow the procedures.
While it is true that new hires, in the larger firms, are paid well and may be driven to work their heads off at their appointed tasks, with proper supervision, direction and control they can be taught to become excellent audit staff people. New hires are instructed to follow the programs. Experienced colleagues, supervisors, managers and eventually partners are supposed to be available to instruct, supervise and assist neophytes with their progress.
In smaller firms, new staff is more closely supervised and taught the “tools of the trade”. They usually work on varied aspects of the audit and their work product is examined in detail.  The smaller practice unit has to exert great care, since a faulty audit report or defalcation could result in being forced out of business (unlike their brethren at the large firms who can settle a matter with a few million dollars without admission of guilt).
What a 4 year college graduate learns in one year of experience in the field far exceeds that which is garnered with the additional one year of theory at school.
Audit quality will not be improved by the 150 hour requirement.
Audit quality will only be improved when the ethics of the leadership of the largest firms improve, when the ethics are passed through the ranks of all employees of the firm, when ethics become the way of life of the firm, when proper time is allocated to each engagement, when adequate supervision is given to all levels of employees, when the bottom line is not the end all and be all of the firms’ existence.

In ancient days, ethics were taught and stressed as part of the accounting curriculum, and was continued as part of the “on the job training”.  Somewhere along the line, leaders of the profession became jealous of the fabulous amounts of money that stockbrokers, insurance salespeople, consultants and financial planners were making and looked for ways to increase their bottom line. Shortcuts and shoddy supervision, the lack of continuity of audit team personnel from year to year, the combination of high workloads, low experience, and high turnover are not conducive to audit quality.
Audit quality has not and will not be improved by the 150 hour requirement.

What is the cost and benefit of the 150 hour requirement?

I believe that the cost of the 150 hour requirement is high and the benefits are low to the potential CPA candidate. It would be more beneficial to the accounting student if the additional year were devoted to an internship program, which would enable him (her) to obtain actual professional experience, gathering practical knowledge, learning to deal with business people and earning money.

