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Welcome and gratitude

Thank you for your interest in developing accounting’s talent pipeline. While a career in
accounting has much to offer, the profession is at a crossroads, and many agree it's time
for changes that will make the field more attractive.

| am encouraged by the thousands of people who have shared their insights on this
challenge over the past year with the National Pipeline Advisory Group (NPAG). The
independent advisory group was convened in July 2023 in response to an AICPA Council
resolution aimed at developing a national strategy to address accounting talent issues.
Embedded in the Council resolution was a commitment to preserving mobility, which
powers the ability CPAs have to practice with ease across state lines.

Expectations surrounding education and careers are changing. We must respond to and
anticipate market needs, as well as design and implement solutions to ensure accounting’s
future talent continues to grow and keep pace with demand.

The dearth of accounting professionals expands beyond labor issues. There is profession-
wide concern that the shortage is playing a role in financial reporting delays and challenges
across U.S. businesses,® an alarming fact that increases the urgency for action.

1 Mark Maurer, “The Accountant Shortage Is Showing Up in Financial Statements,” The Wall Street Journal, July
11, 2023.



https://www.wsj.com/articles/the-accountant-shortage-is-showing-up-in-financial-statements-b14a6b94

Now more than ever, we need a cohesive, unified, data-driven, and flexible approach to
bring more people into accounting — and ensure that those who are already in the
profession remain.

An inclusive approach

The fundamental approach of NPAG’s work was to seek extensive input to ensure an
inclusive strategy that reflects diverse perspectives. The recommendations in this report
are driven by a combination of insights from stakeholders across the profession; thousands
of individuals who participated in focus groups, forums, and discussions; and surveys of
students and other stakeholders.

Jennifer Wilson, partner and cofounder of ConvergenceCoaching®, LLC, and her team
facilitated NPAG’s planning process, and a separate third-party research organization,
Meridian Research & Insights, was responsible for deploying and analyzing our national and
student surveys.

Highlights within this report include:

An analysis of the changing labor market and education landscape.

A look at root causes of the pipeline shortage. The initial step in identifying
solutions was to understand the causes of the shortage and how they intersect.

Recommended strategies and tactics for bolstering the accounting talent
pipeline and evolving the CPA license. NPAG is urging the profession to take a
coordinated and intentional approach to its suggested solutions, including any that
might disrupt the national system of substantial equivalency that underpins CPA
mobility.

Highlights of other ongoing efforts. NPAG and other stakeholders are focused on
ideas and solutions for improving the accounting pipeline. In this report, we also
highlight the extensive and valuable work of other organizations and initiatives that
are in place or being developed to address the talent shortage. Our commitment in
this report is to be both inclusive and comprehensive to help drive a unified
stakeholder approach.

What are the next steps?

These recommendations are only the beginning. NPAG is acutely aware of how critical
implementation will be to transforming the accounting talent pipeline. No single entity in
the profession can implement these strategies and recommendations alone. To be
successful in attracting more people to accounting, the profession’s key stakeholders must
unify and work together in a more structured, collaborative, and transparent way to
continuously innovate and improve our profession.
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Together, leaders of these initiatives will test, customize, and refine the strategies. As
stakeholders implement year one of this strategy, stakeholders must also continue
envisioning plans for year three, year five, and beyond to build on, accelerate, and amplify
our ambitious goals.

Thank you for reading this important report. | am truly honored to be part of an effort to

build the accounting profession’s workforce. We look forward to discussing how these

strategies can help the profession achieve its greatest level of success in the ever-changing
market.

Y S—

Lexy Kessler, CPA, CGMA
Mid-Atlantic Regional Leader, Aprio
Chair, National Pipeline Advisory Group

We need a cohesive,
unified, data-driven,
and flexible approach

to bring more people
into accounting.




Executive summary

The talent shortages of the past several years, coupled with strong demand for accountants
and CPAs, have created challenges throughout the profession. Yet today we see the
potential for meaningful change.

Stakeholders from all areas of accounting — including CPA firms, finance departments,
businesses, academia, government bodies, not-for-profits, the regulatory community,
accounting associations, and state societies — have devoted substantial time and energy to
understanding the talent hurdles and identifying positive solutions. The collective passion
around solving the pipeline problem is encouraging.

While the challenges are daunting, the members of the National Pipeline Advisory Group
(NPAG) feel a genuine sense of optimism. We know that when the accounting profession
pulls together to solve a tough challenge, some amazing things can happen. That's what
this report is all about.

NPAG’s recommendations are based on six major themes that emerged from various
data sources. These themes are not ranked, and all are equally critical. To succeed, the
profession collectively needs to:

Make the academic experience more engaging
Address the time and cost of education

Grow support for CPA Exam candidates

Expand access for underrepresented groups

Enhance the employee experience

Tell a more compelling story

Make the academic experience more engaging

Academia is leading an important push to change how introductory courses are taught by
making best-in-class resources and training available to all educators. NPAG also
recommends:

« Consider what is taught in Principles of Accounting courses and when. Reviewing
the pacing and topical areas would help ensure that introductory courses provide
undeclared students with a sense of the prestige, flexibility, and purpose that a
career in accounting can deliver, along with the attractive lifetime earning potential.
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« Ensure that accounting programs are positioned to help guide and support students
as they progress into more challenging coursework. There are majors that are
known for high attrition rates. To build a stable talent base, accounting can’t be one
of them.

« Secure classroom engagement from ample mentors, champions, and visiting
practitioners.

* Harness technology to bring the accounting material to life in different ways.

Address the time and cost of education

This entails creating a nimble process to keep the CPA license and its requirements
evolving, transparent, and accessible. NPAG recognizes that some candidates must begin
working immediately after earning a bachelor’s degree and need a cost-effective way to
earn the final 30 credit hours for licensure. With a focus on moving swiftly, NPAG has
outlined three concepts that build on each other and shift direction toward measuring
competency versus just academic experience.

In addition, NPAG recommends that a timely practice analysis be conducted to assess
market needs and drive better alignment of national licensing requirements. Concepts
include:

Experiential learning that earns college credit on the student’s transcript, delivered by
an accredited college or university. This option is available now under several models and
could be expanded nationally. This continues to preserve CPA practice mobility.

Experiential learning that earns college credit off the student’s transcript, most likely
delivered by the employer or another third party. Through this near-term option, the
learning would be earned through work experience according to a yet-to-be-developed
common rubric, with clearly defined learning objectives and measurable outcomes,
following standards and guidelines that outline the competencies necessary for CPA
licensure.

Due to its overall complexity, the third concept is deemed longer term: Create a
competency-based licensure model that is not based solely on university credit hours or
time on the job, although both are likely to contribute in some way. This model, which is
used by other licensed professions, would help measure a candidate’s competency in
specific knowledge and skKills. This competency-based model would measure outputs (skills
mastery, abilities, knowledge, and experience) versus time (education hours). This model
reimagines the education and experience together and moves the discussion away from
hours completely. It would be the single umbrella that any and all pathways would fall
under and could provide unity among states regardless of pathways in statute.

All three concepts would require passage of the CPA Exam, just as the existing process
does. The second and third concepts would require an intentional and coordinated
approach to manage potential disruption to CPA practice mobility. Today’s existing
pathways would remain, and candidates and employers could choose which approach
would work best for them.



Grow support for CPA Exam candidates

NPAG’s scope is accounting talent broadly. But some accounting professionals will go on to
take the CPA Exam, and there’s room to improve the testing experience. The
recommendations sit in these areas of focus:

« Addressing the cost of the exam, and rewarding individuals for passing each section
of the exam

« Adding flexibility to the timeframe in which the exam can be taken
«  Simplifying the application and eligibility process end-to-end

« Reworking the content and/or format of the exam itself

Prioritize strategies to expand access for underrepresented groups at every stage

It's critical that the accounting profession reflect the makeup of the U.S. population. Getting
there will take building interest in accounting careers among underrepresented populations
through:

« Targeted messages
« Scalable college-bound experiential programs

« Closer relationships among the profession and community colleges, four-year
colleges, and minority-serving institutions and universities

Enhance the employee experience by evolving business models and cultures

Reversing the long-term accounting enroliment trends depends on the creation of a more
attractive employee experience, including an immediate shift in starting salaries to be
competitive with other majors and professions vying for top talent. Simply put, employers
need to make the return on investment of an accounting education more compelling. This
must happen, along with more manageable workloads, more interesting work, and clearer
advancement opportunities and rewards. Accounting associations and state CPA societies
can assist with resources and best practices for some employers, but at the end of the day,
this shift lies with leaders of firms and finance departments.

Tell a more compelling story

Outdated messaging that highlights more negatives than positives and misperceptions
about an accounting career persist, which ultimately hurts the profession’s pipeline. To
move the needle, let’s all put some muscle behind a grassroots effort to tell a better story,
amplify existing resources, and spotlight diverse voices. While working together to address
the business and cultural hurdles identified by NPAG, we can begin to shift the profession’s
image. NPAG is inviting everyone in the profession to take the Pipeline Pledge — a
commitment to participate in activities that can influence and grow the talent pool.

What we collectively tell students and other prospective accountants must be truthful and
balanced, giving them a sense of both the benefits of a career in accounting and the
common challenges. Painting a clear picture increases the importance of fixing some of the
issues that detract from accounting careers. To tell a more compelling story, there must be
a better story to tell.


https://www.accountingpipeline.org/pledge
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Moving forward

This is not the first time accounting has seen a talent shortage, and NPAG is not the first
group or even the only group recommending steps to make the profession more
sustainable. (See “NPAG’s quick guide to recommendations” in the appendix for a full list of
solutions.) Today we have an opportunity to better understand what’s truly behind the
current decline in interest and craft actionable, data-driven, and long-lasting solutions. So,
what will make these efforts successful?

Data. Our profession needs data that can help paint a detailed picture of what’s working
and what’s not when it comes to accounting talent. Key stakeholders should commit to
making changes needed to enable the sharing of existing data, as well as identifying what
new data should be collected and shared. That could include parsing data on the majors
students switch to if they leave accounting programs, analyzing CPA Exam performance and
progression, or exploring what careers accountants move to if they exit the profession.

Sustained collaboration. To accomplish the scale of change ahead, continuous
collaboration among stakeholders is critical. If the profession’s key stakeholders take a
fragmented approach to solving the issues, the collective results will be muted.
Stakeholders may not always agree on the way forward, but the best results lie in
amplifying each other’s strategies and programs, eliminating duplication, and continuing
the dialogue. NPAG is calling for inclusive joint roundtables of key stakeholders, the first of
which is being planned for fall 2024. Implementing NPAG’s proposed solutions will
require cooperation from all key accounting bodies, including the AICPA, AAA, NASBA,
state licensing boards, and state CPA societies, among others.

Transparency and reporting. Talent must remain a priority, even when market conditions
change and the urgency to fill roles begins to abate. The talent pipeline should remain a
standing agenda item when the profession’s stakeholders gather. NPAG recommends the
development of a scorecard to measure and report publicly on progress.

Individual actions. Our intent with this report is to harness the momentum from ongoing
discussions and ensure individuals feel empowered to effect change in their communities
and organizations. For more details on the current landscape, the available data, and the
recommendations, we encourage you to read the full report and visit the NPAG website.

Working together

This report is only the beginning of a longer journey, and every individual can contribute. We
must now pull together, identify solution “ownership” assignments that leverage each
stakeholder group’s unique talents, and develop, fund, and execute the solutions in this
report. Ideally, this next group of accounting leaders will transparently report their progress
to the profession semi-annually and will call on individual stakeholders to take new actions
as progress is made.

Together, we can — and will — transform the accounting pipeline.


http://www.accountingpipeline.org/
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Identifying the key factors behind the
CPA pipeline shortage

The accounting profession is facing a shrinking workforce due to a confluence of causes,
including demographics, the cost of higher education, starting pay that lags behind
competing sectors, and concerns about long hours and workplace culture. Examining labor
reports and research findings to identify the root causes of this talent shortage provides the
foundation needed to evaluate NPAG’s recommendations for growing the pipeline while
paving a path forward to ensure a vibrant profession.

A changing U.S. labor market

To understand the accounting profession’s talent challenges, it helps to start with global
and U.S. demographic and labor trends. The accounting profession is one among many
sectors facing hiring constraints because of these trends. From nurses and doctors to
airline pilots, skilled tradespeople, and restaurant workers, concerns about meeting current
and future staffing needs abound.

What's driving these shortages? Census data shows the U.S. working-age population grew
only 3% from 2010 to 2020, slowed by a general drop in fertility rates and the growing pool
of retirees.? The Pew Research Center reported that nearly 28.6 million baby boomers left
the workforce in late 2020,% a 12.6% jump from 2019.

While hiring rates continue to rise across all industries, the financial and business sectors
are especially struggling to fill jobs, according to the U.S. Chamber of Commerce.* There
simply aren’t enough skilled people to meet the demand for accounting services. The U.S.
Bureau of Labor Statistics reports that job openings for accountants and auditors will grow
by 4% between 2022 and 2032, due in part to workers retiring or changing roles.®

Unfortunately, this supply and demand mismatch won’t pass quickly. According to the U.S.
Chamber of Commerce, there are 8.5 million job openings in the United States, but only 6.5
million unemployed workers.®Through 2032, the U.S. labor force is expected to grow by just
0.4% annually, compared to 0.6% from 2012 through 2022.” The accounting profession’s
strategies for building a vibrant future workforce must anticipate this changing landscape.

2 Luke Rogers and Kristie Wilder, “Shift in Working-Age Population Relative to Older and Younger Americans,”
U.S. Census Bureau, June 25, 2020.

3 Richard Fry, “The pace of Boomer retirements has accelerated in the past year,” Pew Research Center,
November 9, 2020.

4 Stephanie Ferguson and Makinizi Hoover, “Understanding America’s Labor Shortage: The Most Impacted
Industries,” U.S. Chamber of Commerce, May 13, 2024.

5 U.S. Bureau of Labor Statistics, “Occupational Outlook Handbook: Accountants and Auditors,” accessed June
10, 2024.

6 Stephanie Ferguson, “Understanding America’s Labor Shortage,” U.S. Chamber of Commerce, June 24, 2024.
7 U.S. Bureau of Labor Statistics, “Labor force and macroeconomic projections overview and highlights, 2022 -
32,” September 2023.



https://www.census.gov/library/stories/2020/06/working-age-population-not-keeping-pace-with-growth-in-older-americans.html
https://www.pewresearch.org/short-reads/2020/11/09/the-pace-of-boomer-retirements-has-accelerated-in-the-past-year/
https://www.uschamber.com/workforce/understanding-americas-labor-shortage-the-most-impacted-industries
https://www.uschamber.com/workforce/understanding-americas-labor-shortage-the-most-impacted-industries
https://www.bls.gov/OOH/business-and-financial/accountants-and-auditors.htm?csnc=POtmH#tab-1
https://www.uschamber.com/workforce/understanding-americas-labor-shortage
https://www.bls.gov/opub/mlr/2023/article/labor-force-and-macroeconomic-projections.htm
https://www.bls.gov/opub/mlr/2023/article/labor-force-and-macroeconomic-projections.htm
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Paradoxically, these shortages exist amid reports of layoffs at some accounting firms,
including at the partner level, and delayed start dates for new hires.® Such layoffs, however,
may be attributed to a lower demand for specific consulting services. Meanwhile, the
accountant shortage is being acutely felt throughout the market. Several businesses have
reported that the shortage is so severe they have had to delay the release of annual reports
and other key filings.®

Regional differences

The overall talent shortage among all sectors is not being felt equally across the country.
The U.S. Chamber of Commerce’s Worker Shortage Index ratio, which reflects the number
of available workers for each job opening, shows that the need for workers of all types, not
solely accountants, is the least severe in states such as New York, New Jersey, Texas,
California, Nevada, Washington, Michigan, and lllinois. It’s worth noting that even these
states still face shortages.

U.S. Chamber of Commerce Worker Shortage Index Ratio

8 Mark Maurer and Alexander Saeedy, “Accounting Firms Overhired. Now Some Are Starting to Lay Off Partners,”
The Wall Street Journal, December 15, 2023.

9 Shubhangi Goel , “The accountant shortage is so bad that it's delaying key reports at companies like
Tupperware,” Business Insider, April 1, 2024.



https://www.wsj.com/articles/accounting-firms-overhired-now-some-are-starting-to-lay-off-partners-d0c6ee6b
https://www.businessinsider.com/accountant-shortage-companies-delay-key-reports-tupperware-2024-4
https://www.businessinsider.com/accountant-shortage-companies-delay-key-reports-tupperware-2024-4
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The nature of the labor shortage is more severe throughout much of the Midwest, South,
and New England. The data shows a wide variance between states, with the highest worker
index in California, with 92 workers per 100 open jobs, compared to the lowest worker
index found in New Hampshire, with 28 workers per 100 open jobs.™

While regional and state-based pictures are important considerations, the availability of
trained workers can vary greatly even within a state’s borders, a factor that causes the
pipeline issue to be felt much more deeply in some areas. With these stark differences
between states, professional mobility becomes even more crucial as organizations may
seek accounting services from providers in regions with more capacity, and accounting
employers may seek to hire remote talent from more populous states.

“The vast majority [of states] have seen their labor forces shrink because of early
retirements, increased savings, and less immigration, among other factors,” according to a
U.S. Chamber of Commerce analysis.1l Remote work may offer some employers access to a
larger labor pool. The Chamber estimates that approximately 20% of business and
professional services positions are fully remote, and close to 40% are hybrid, offering an
opportunity to ease hiring strain.12

Students are exploring options other than a bachelor’s degree

The pressing need to fill the pipeline has come at a time of shifting demand and
expectations around higher education, and consequently, there is a greater need to
reevaluate the academic experience to attract and retain more students.

Students are exploring options, and one of those options is foregoing college. Total
undergraduate enrolliment fell by 15% between 2010 and 2021, according to the National
Center for Education Statistics.13 The downward trend began before the pandemic. Job
opportunities not requiring a degree and the rising cost of higher education are thought to
be contributing factors.14

In 2019, 41% of 18- to 29-year-olds said a college education is “very important,” a steep
drop from 74% in 2013.15 Among parents, who are key influencers of their children’s
choice of education and career, nearly half envisioned something other than a four-year
degree for their children. Two-year colleges, non-college training programs, and other
pathways were seen as ideal for their children by 46% of parents, even when they were told
to consider a scenario in which there were “no obstacles or limitations.” 16

10 Lindsay Cates and Stephanie Ferguson, “Understanding America’s Labor Shortage: The Most Impacted
States,” U.S. Chamber of Commerce, July 2, 2024.

11 |pid.

12 Stephanie Ferguson and Makinizi Hoover, “Understanding America’s Labor Shortage: The Most Impacted
Industries,” U.S. Chamber of Commerce, June 24, 2024.

13 National Center for Education Statistics, Undergraduate Enrollment, updated May 2023.

14 Collin Binkley, “Jaded with education, more Americans are skipping college,” The Associated Press, March 9,
2023.

15 Stephanie Marken, “Half in U.S. Now Consider College Education Very Important,” Gallup, December 30,
2019.

16 Zach Hrynowski, “Nearly Half of U.S. Parents Want More Noncollege Paths,” Gallup, April 7, 2021.



https://www.uschamber.com/workforce/the-states-suffering-most-from-the-labor-shortage?state=
https://www.uschamber.com/workforce/the-states-suffering-most-from-the-labor-shortage?state=
https://www.uschamber.com/workforce/understanding-americas-labor-shortage-the-most-impacted-industries
https://www.uschamber.com/workforce/understanding-americas-labor-shortage-the-most-impacted-industries
https://nces.ed.gov/programs/coe/indicator/cha
https://apnews.com/article/skipping-college-student-loans-trade-jobs-efc1f6d6067ab770f6e512b3f7719cc0
https://www.gallup.com/education/272228/half-consider-college-education-important.aspx
https://news.gallup.com/poll/344201/nearly-half-parents-noncollege-paths.aspx
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The term “paper ceiling” has begun to gain traction in questioning whether a college degree
is necessary for certain positions and whether requiring a degree creates unnecessary
barriers for candidates who are otherwise right for a job.

Parental preferences

When asked about their ideal
scenarios with no barriers or
limitations, 46% of parents
favored something otherthan
a four-year college for their
children after high school.

. Four-year college Two-year college

. Non-college training . All other pathways

College enroliment figures for spring 2024 showed some positives, with overall
undergraduate enrollment up 2.5% over the previous year. That made for the second
straight semester of year-over-year increase following years of declining enrollment during
and following COVID.

“While these enrollment gains are optimistic signs for a potential recovery from pandemic
losses, they remain well below pre-pandemic levels, with nearly 800,000 fewer students
(—4.2%) overall and over 900,000 (—6.0%) fewer undergraduates, compared to spring
2020,” the National Student Clearinghouse Research Center reported.1?

Accounting undergraduate enroliment followed a similar trend, with spring enroliment in 4-
year institutions increasing 6% year over year to reach 170,000, the National Student
Clearinghouse Research Center data shows. Mirroring overall undergraduate enroliment,
accounting enroliments have not returned to pre-pandemic levels. Some 201,000
accounting students were enrolled in 4-year institutions in the spring semester of 2019.

17 National Student Clearinghouse Research Center, “Postsecondary Enrollment Continues to Grow,” May 22,
2024.



https://www.studentclearinghouse.org/news/postsecondary-enrollment-continues-to-grow/#:%7E:text=While%20these%20enrollment%20gains%20are,undergraduates%2C%20compared%20to%20spring%202020.
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Where the pipeline is leaking

No single organization is collecting data on a student’s entire journey from entering college
to graduation to beginning an accounting career and possibly taking the CPA Exam. But
several trends provide context for the profession’s loss of talent. Among all undergraduate
business students, only one in nine chooses an accounting major.'®

Of students who declare an accounting major, not all will graduate with a bachelor’s degree
in accounting, fewer will go on to earn a graduate-level degree, even fewer sit for the CPA
Exam, and even fewer will pass all four sections and become licensed. In terms of a
pipeline “funnel,” we can begin to see areas in need of remediation. Areas to examine
include the following:

Trends in accounting degree completions: Of those students who are pursuing higher
education, there are fewer completing bachelor’s in accounting programs in favor of other

majors. Accounting degree completions fell 17% from 75,153 in 2017-2018 t0 62,318 in
2021-2022, according to IPEDS, the Integrated Postsecondary Education Data System.

Accounting degree completions 2017-2022

2017-2018 52,207 22,856 75,153

2018-2019 50,865 22,005 72,870

2019-2020 49,530 20,162 69,692

2020-2021 48,183 19,189 67,372

2021-2022 44,403 17,915 62,318

W Bachelor’'s [l Master's

Source: NCES/IPEDS 2021-22 Degrees/Certificates by Field of Study

CPA Exam interest: The percentage of accounting graduates sitting for the CPA Exam for
the first time peaked at 70% in 2010. In 2018, the percentage of exam takers fell below
50% for the first time.

18 Wiley, “State of the Education Market 2023: Trends and Insights in Key Undergraduate Disciplines,” February
2023.


https://nces.ed.gov/ipeds/SummaryTables/report/360?templateId=3600&year=2022&expand_by=0&tt=aggregate&instType=1&sid=d4c080d9-a1cf-4b00-b484-e865e8331035
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Examining the pipeline 2021-2022

STARTING COLLEGE'
(Freshmen entering college)

2,661,345

GRADUATE FROM COLLEGE?
(Bachelor's)

2,015,035

ENROLLED MAJOR GROUP - BUSINESS - UNDERGRADUATE*
(All classes)

2,104,640

GRADUATE FROM COLLEGE WITH A BUSINESS DEGREE?
(Bachelor’s)

374,780

+1in 8 college business-related
bachelor's graduates earn an
accounting degree and that
number is trending down.

ENROLLED MAJOR IN ACCOUNTING - UNDERGRADUATE*
(All classes)

240,755

GRADUATE COLLEGE WITH BACHELOR'S OR MASTER'S IN ACCOUNTING? I 62,318

. o
(Bachelor's 44,403; Master's 17,915) Fewer thati half(49%6) of

accounting Bachelor's and

Master’s graduates first sit
NUMBER OF FIRST-TIME CPA CANDIDATES WHO SIT FOR THE EXAM? I 30,251 for the CPA Exam.

Sources: NCES/IPEDS 2022 Table 305.10 Total Fall Enrollment of First-Time Degree Certificate Seeking
Students;1 NCES/IPEDS 2021-22 Degrees/Certificates by Field of Study;?2 AICPA 2023 Trends Report;3
2023 Fall National Clearing House Current Term Enrollment Estimates Report.4

When examining the data, we can begin to pose the most relevant questions. Why are we
not attracting people to a career in accounting, and where are we losing them along the
way? And more to the point, what can we do about it?

The accounting major faces competition and challenges. A report from the Center for Audit
Quality and Edge Research19 asked respondents to rank their major reasons and partial
reasons for not choosing accounting as a major. Among business students who did not
consider accounting, a lack of interest in or passion for accounting along with the belief
they lacked the necessary math skills were the top reasons cited for not choosing
accounting as a major. For those students that considered accounting but chose not to
pursue the major, the additional 30 credit hours required post bachelor’'s degree to qualify
for CPA licensure along with lagging salaries topped their list of reasons why.

19 Center for Audit Quality, Increasing Diversity in the Accounting Profession Pipeline: Challenges and
Opportunities, July 2023.



https://www.thecaq.org/increasing-diversity-in-the-accounting-profession-pipeline
https://www.thecaq.org/increasing-diversity-in-the-accounting-profession-pipeline
https://nces.ed.gov/programs/digest/d22/tables/dt22_305.10.asp
https://nces.ed.gov/programs/digest/d22/tables/dt22_305.10.asp
https://nces.ed.gov/ipeds/SummaryTables/report/360?templateId=3600&year=2022&expand_by=0&tt=aggregate&instType=1&sid=d4c080d9-a1cf-4b00-b484-e865e8331035
https://www.aicpa-cima.com/professional-insights/download/2023-trends-report
https://nscresearchcenter.org/current-term-enrollment-estimates/
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Reasons for not choosing accounting as a major
among non-accounting majors

Il Major reason Hl Part of reason
Lack interest/passion 70%
Higher starting salary w/ other major 61%
Don't want to pursue 150 hours for CPA 57%
Not good enough at math to become an accountant 60%
Can't afford 150 hours; need to start earning 52%
Don't have skillset 57%
Courses are too difficult 61%
Not much variety in career paths 59%
Accountants work longer hours than I want to 53%
Too niche/specialized 53%
Don't see people like me represented in profession 46%
I don't want to take the CPA Exam 56%
Peers who have pursued are unhappy 55%

Source: Center for Audit Quality, July 2023.

A global issue

Worker shortages appear to be prevalent in the accounting profession globally as well. A
2024 poll by AICPA & CIMA, the Global Accounting Alliance (GAA), and the Confederation of
Asian and Pacific Accountants (CAPA) showed that 28 out of 33 accountancy bodies around
the world believe that there is a shortage of professional accountants in their
jurisdiction(s).?° Shortage concerns for pre-entry and entry-level roles presented the most
significant challenges, while fewer concerns were noted at more experienced levels. Across
the world, compensation and attractiveness of the profession were the most frequently
selected causes for the shortage of professional accountants.

20 AICPA & CIMA, “Attraction and retention in the global accounting profession,” February 2024.
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Immigration’s role in the talent supply

Immigration plays a role in talent supply for U.S. employers. Although overall immigration
numbers began to decline prior to the COVID-19 pandemic, the pandemic’s wake created a
1.65 million shortfall in foreign working-age individuals compared to the previous growth
trend, according to economists.*'

Working age immigration levels contribute to workplace shortages

Working age immigrants in millions, 2010-2022

1.65M —

shortfall

Il Actual Il Pre-2020 trend

Source: Source: U.S. Chamber of Commerce, August 2023.

During the 2021 -2022 school year, more than 50,000 nonresident graduates earned
either a bachelor’s or master’s degree in business, which accounting falls under. This
represents a 10.5% decline from the previous academic year, according to IPEDS data.?

21 Giovanni Peri and Reem Zaiour, “Changes in international immigration and internal native mobility after
COVID-19 in the USA,” Journal of Population Economics, July 27, 2023.

22 J.S. Department of Education, Integrated Postsecondary Education Data System (IPEDS),
Degrees/certificates by race/ethnicity, gender, and field of study, 2020-21, accessed June 20, 2024.
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A global perspective has also led some firms to turn to offshoring for accounting talent,
primarily to countries like India, the Philippines, South Africa, and Mexico. A potential
solution could be looking to international accounting talent to fulfill some unmet capacity,
either through offshoring or immigration.

The impact of technology: Artificial intelligence

Technology innovation and adoption are moving at light speed. As we consider the impact
of technology on the pipelineg, it’s important to consider shifts in workplace expectations.
Gen Z was born into an age of always-on, handheld technology. They expect their employers
to be technology-forward, which creates opportunities for employers to differentiate
themselves. If the salary and job description were the same, 70% of Gen Z employees
would leave their job for more efficient tools and technology, according to an Adobe
survey.23

The rise of Al offers both opportunities and challenges. Several accounting educators
suggest that technology can be labor saving (when it replaces job functions) or labor
augmenting (when it improves a person’s productivity, freeing up labor to add more
value).24 NPAG believes that technology in general, and Al in particular, is likely to reduce
the number of repeatable processes in accounting, freeing up talent to focus on other,
higher-value activities. Further, clients and companies need more advisory and planning
services from their accountants than they are currently able to receive, due to capacity
issues. Labor-augmenting technologies that increase efficiency and free up capacity allow
those in the accounting profession to turn their attention to more difference-making work.

Understanding Gen Z

When building a pipeline strategic plan, a heavy emphasis must be placed on the
motivators and concerns of next-generation talent and on anticipating trends affecting
future generations. So, it is important to understand areas where the priorities of “next-
gen” talent may differ from those of current leadership.

Pew Research defines Gen Z as being born between 1997 and 2012, so the oldest
members are turning 27 this year. Gen Z, or post-Millennials, will be the most ethnically
diverse and well-educated generation to date, according to Pew Research. This cohort is
“enrolling in college at a significantly higher rate than Millennials were at a comparable
age.”25 Gen Z is also entering the workforce later, which will almost certainly have an
impact on overall labor trends and the accounting pipeline.

According to an EY study exploring Gen Z perceptions, business and STEM students are
pursuing accounting because it provides:

« Career stability and a comfortable lifestyle (46%)

23 Adobe, The Future of Time, August 2021.

24 Henry L. Friedman, Andrew Sutherland, and Felix Vetter, “Technological Investment and Accounting: A
Demand-Side Perspective on Accounting Enrollment Declines,” April 30, 2024.

25 Richard Fry and Kim Parker, “Early Benchmarks Show ‘Post-Millennials” on Track to Be Most Diverse, Best-
Educated Generation Yet,” Pew Research Center, November 15, 2018.
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* The ability to find solutions within numbers and data (25%)
* An opportunity to contribute to society (23%)

* The chance to impact sustainability (21%)26

Gen Z views on diversity and family makeup are similar to those of Millennials but differ
from Gen X and Boomers, something that employers must understand. For instance, Pew
indicates that:27

* Nearly half (48%) of Gen Zers say gay and lesbian couples being allowed to marry is
a good thing for our society.

* Roughly two-thirds would say that Black or African American individuals are treated
less fairly than whites in this country.

+  59% of Gen Zers indicate that forms or online profiles should include additional
gender options other than “man” and “woman.”

Pew suggests that Gen Z resides overwhelmingly in urban areas and in Western states. In
fact, only “13% of post-Millennials are in rural areas, compared with 18% of Millennials in
2002.”

Despite the demographic and cultural shifts, minority groups are still underrepresented in
accounting. During the 2021-2022 school year, 8% of accounting graduates were Black or
African American, and just over 14% were Hispanic or Latino/Latina, according to IPEDS.
Those percentages decline as seniority levels rise within the profession, with even fewer
minorities and women represented in leadership roles.28 This report aims to identify
strategies to attract and retain candidates of all backgrounds, with specific ideas for
engaging underrepresented minorities outlined in the section “Prioritize strategies to
expand access for underrepresented groups.”

A path forward

Understanding some of the macro trends influencing the profession and our pipeline issues
was a first step taken by NPAG. The deep dive into research, poll data, forums and
discussion groups, and the NPAG national and student surveys has helped lay the
groundwork for a path forward. By identifying the root causes, we can develop
corresponding solutions to draw more people to accounting and transform the pipeline.

25 Dante D’Egidio, Ginnie Carlier, Becky Burke, “How Gen Z insights are shaping the accounting profession of
the future,” EY, November 2, 2023.

27 Kim Parker, Nikki Graf, and Ruth Igielnik, “Generation Z Looks a Lot Like Millennials on Key Social and
Political Issues,” Pew Research Center, January 17, 2019.

28 |nstitute of Management Accountants and California Society of Certified Public Accountants, “Diversifying US
Accounting Talent A Critical Imperative to Achieve Transformational Outcomes,” October 12, 2021.
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Solutions to the pipeline crisis:
Transforming support, engagement,
and business models

NPAG has worked to identify what it believes to be the highest-impact ideas for growing the
accounting pipeline. These solutions are organized by each thematic area in the sections
that follow.

The recommendations in this report are guided by the core principles that any solutions
must balance rigor with flexibility and will require collaboration across the profession.

NPAG'’s solutions aim to preserve or elevate the profession’s value. The solutions are
intended to attract more people to a career in accounting and provide candidates of all
backgrounds with greater clarity, accessibility, and options on the way to licensure.

No single solution will solve the problem in isolation, and stakeholders must work together
to accomplish meaningful change. We must amplify and leverage each other’s programs to
reach new recruits and retain early-career employees. The effort to grow the pipeline must
involve academia, business and industry, CPA firms and decision-makers, state societies
and CPA associations, regulators and state boards of accountancy, and other advocates.

This work is ongoing and, in many respects, just beginning. These
solutions and recommendations are meant to serve as the start of
a broader conversation, providing a deeper understanding of the
hurdles we face and meaningful, actionable ideas to address
them. We owe it to the public, the profession, and future
generations of accountants to move these solutions forward

and show real progress, with meaningful results in growing the
accounting pipeline.
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Make the academic experience
more engaging

Educators work on the front lines of generational change, finding themselves regularly
adapting to shifts in student learning styles and expectations.

Feedback from students tells us that accounting coursework needs to continue the
evolution that is already underway on many campuses. NPAG’s recommendation is not to
make courses easier but instead to make them more engaging and relatable to business
students. The goal is for accounting curricula to reflect the dynamic nature of the
profession and showcase how an accounting degree can lead to a fulfilling career that
meets needs for stability, prestige, work-life balance, career path flexibility, and social
relevance. Support at critical junctures in the educational path could have a positive impact
on a student’s interest in continuing on to a degree and, ultimately, a career in accounting.

In the 2021-22 academic year, only one in eight graduating business students received a
bachelor’'s degree in accounting, down from one in seven in the 2015-2016 academic
year.29

L Only 1 in 8 business majors
graduates with a bachelor’s
degree in accounting.

The Center for Audit Quality (CAQ) and Edge Research interviewed business majors who
considered accounting but did not pursue an accounting major, and only one in three said
the content was interesting or engaging.3°

Before students enroll in their first accounting course, they may not realize the variety of
careers available to accounting graduates. They may be unaware of opportunities to work in
organizations with a duty to protect the public and a need to solve complex and challenging
business issues. They may not realize accounting careers can encompass their own areas
of passion. They may be missing the link between an accounting degree and
entrepreneurship.

29 “Digest of Education Statistics,” National Center for Education Statistics, accessed July 15, 2024.
30 Center for Audit Quality and Edge Research, Increasing Diversity in the Accounting Profession Pipeline:
Challenges and Opportunities, July 2023.
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Accounting is truly the “language of business,” but not just because it relays financial
information. Accounting represents a deeper level of communication that reveals how an
entity interacts with and contributes to society. In that reality, the academic experience
should go beyond credits and debits, and breathe new, ever greater relevance into the field
of study.

Evolving the Principles of Accounting curriculum and its delivery

Most business bachelor’s programs require students to take introductory “Principles of
Accounting” courses, which means that both accounting majors and nonaccounting
business majors are introduced to accounting as part of their core classes. These principles
courses, which generally introduce students to both financial and managerial accounting,
are foundational to the entire program and often serve as a student’s first look at the
profession. NPAG’s survey of college students showed that 41% decided their major during
the first two years of four-year college. This is when most students are taking principles of
accounting courses. As such, these courses — above all others — have the potential to
shape a student’s perception and ignite interest in an accounting career. And many
programs are working hard to do this.

Participants in a multi-stakeholder pipeline symposium convened in September 2023 by
the American Accounting Association (AAA) and NABA Inc. agreed that evolving principles
courses is a top priority and named it one of four areas of focus.31 The resulting principles
courses working group outlined objectives designed to enhance the delivery of the courses
by equipping educators at two- and four-year institutions with best practices, training, and
partnerships (see sidebar for detailed objectives).

NPAG applauds and supports those objectives. Enhanced training for educators who
perform the critical work of introducing accounting to a wide audience at a critical stage in
their educational journey will likely help make the courses more successful at cultivating
interest in accounting careers. NPAG’s College to Graduation working group
recommendations align with the AAA and NABA symposium working group’s focus,
including:

Placing highly engaging instructors as leaders of the principles courses

Incorporating gamification and other technology into the experience to stoke
engagement and demonstrate the vital role technology plays in the accounting
profession

Exposing students to more real-life accounting practitioners in a range of career
vocations during the principles courses

Incorporating support from outside mentors and volunteers from the profession
who are willing to engage with students and bring topics to life

31 “Future Accounting Stakeholder Symposium: Partnering for Impact,” AAA and NABA Inc., accessed July 15,
2024.
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NPAG discussed recommending rewards or recognition for faculty based on student
advancement through accounting programs but ultimately decided to place less emphasis
on such incentives. NPAG noted that many programs do this in some form, that flexibility
from campus to campus is critical, and a funding source would be needed for incentivizing
success. Notably, the Pathways Commission on Accounting Higher Education, an initiative
created by AAA and AICPA, in its 2012 report called for increasing rewards, recognition, and
support for high-quality teaching and better connecting the “faculty annual review,
promotion and tenure processes to the quality of teaching” (see sidebar at the end of this
section).32

NPAG additionally recommends a review, potentially with textbook providers and technology
solution providers playing a role, of the principles course materials, including structure and
common topical areas. These efforts must recognize that all schools have different
approaches, needs, formats, and circumstances.

Although the course itself must remain true to its name and present students with an
introduction to basic accounting principles, this is also a valuable opportunity to go beyond

that and address the incorrect perceptions students without prior exposure to the field may
have.

“[Intro to accounting] wasn’t taught to
make it more engaging or make you more

interested...it’s almost like they were
trying to...see who they could eliminate.”

Students may initially perceive accounting as unimaginative or mundane and the
accountant’s work as filled with routine tasks. When the Pennsylvania Institute of CPAs
asked students why they did not select accounting as a major, 18.3% of business
administration majors responded that “other majors are more appealing,” and 6.1% said
that “accounting is unappealing or boring.”33 As one graduate respondent quoted in the
2023 Center for Audit Quality and Edge Research report on diversity and the accounting
pipeline put it: “it wasn’t taught to make it more engaging or make you more interested...it's

32 Bruce K. Behn, William F. Ezzell, Leslie A. Murphy, Judy D. Rayburn, Melvin T. Stith, and Jerry R. Strawser,
“The Pathways Commission on Accounting Higher Education: Charting a National Strategy for the Next
Generation of Accountants,” Issues in Accounting Education, August 2012.

33 Pennsylvania Institute of CPAs, The CPA Pipeline: Crisis and Opportunity — Evidence-Backed Action the
Profession Can Take Today, December 2023.
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almost like they were trying to...see who they could eliminate...the classrooms were so big,
and it was just going slide by slide almost and it was not engaging.”34

Accountants and CPAs are strategic thinkers who make vital contributions to their
organizations and society in a direct and meaningful way. Principles courses must align
with the reality of what an accounting career is, and what it is not.

Shifts to the coursework could involve additions/changes such as:

Delaying the teaching of debits and credits until the later stages of the course.
Again, the intent is not to make coursework easier, but rather to ensure it is
relatable and compelling, particularly in the early stages.

Demonstrating how accountants and CPAs can contribute meaningfully to their
organizations and the public.

Sharing the entrepreneurial impact of accounting as the “language of business,”
the varied career opportunities (both early career and later career opportunities
such as controller, CFO, and managing partner, and with employers of varying
sizes), and the possibilities that come with an accounting degree.

Using technology-driven simulations to demonstrate how accounting relates to
entrepreneurship. A 2022 survey by Intelligent3s found that 17% of college students
already run their own business, and 16% plan to start their own business after
graduation. CAQ-sponsored research confirms that accounting as a pathway to
entrepreneurship is a key draw for engaging students’ interest in accounting.

In addition to reviewing how accounting courses are taught, discussion should
happen at the campus level about what courses are called. Course titles may at
first seem trivial, and traditional course names have longstanding precedence. But
there may be opportunities to generate new or added interest in accounting
courses through more descriptive and compelling course hames. In considering
changes to course names, care must be taken to not impede transcript reviews for
things such as transfers or CPA Exam eligibility.

In making these recommendations, NPAG notes that principles courses range greatly from
auditorium settings to smaller classrooms and from in-person to hybrid or online only. That
variety adds to the challenge of adapting the principles courses and requires a flexible,
scalable redesign of materials and best practices that can be adapted to the setting.

34 Center for Audit Quality and Edge Research, Increasing Diversity in the Accounting Profession Pipeline.
35 “17% of 2022 College Grads Run Their Own Businesses; Another 43% Plan to Follow Suit,” Intelligent, May

31, 2022.
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Principles courses working group purpose statement

The September 2023 American Accounting Association (AAA) and NABA Inc. pipeline
symposium, aptly called the Future Accountant Stakeholder Symposium, established a
working group to address the pipeline shortage by revitalizing the accounting principles
courses (generally a two-course series). “Our goal is to cultivate a robust and sustainable
pipeline of highly skilled accounting professionals by curating instructional resources,
empowering faculty, and developing strategic partnerships.”

The working group’s foundational documents outline these goals:

« Accumulate best practices and identify gaps in resources for engaging principles of
accounting materials.

» Disseminate accounting principles course best practices and resources to
educators at two-year and four-year institutions through boot camps, webinars,
conferences, and repositories.

« Foster strategic partnerships with accounting firms, companies, professional
organizations, and other stakeholders to bring real-world examples to the students
and faculty.

Evolving the principles courses to build excitement could, at least indirectly, improve the
pipeline of accounting students by encouraging more students to go on to advanced
courses and consider accounting as a major. An engaging introduction in college would
open business students’ eyes to the more interesting, meaningful, and socially relevant
work that accountants do.

Guiding and supporting students through accounting programs

Prestigious and challenging majors are sometimes known for their attritions rates, or the
number of students who abandon the path, as much as they are for their success rates.

When the market and public interest mandates an increase in accountants, accounting

cannot afford to be one of these “weed out” majors.

We must instead guide students through by offering them enhanced support while still
maintaining the integrity and rigor of accounting programs. Many accounting programs are
doing innovative work in this area and are sharing best practices with their peers. Those
trends can only improve the pipeline.

By helping interested students who have progressed to intermediate accounting but may
face challenges and are at risk of withdrawing, we can make significant inroads into
increasing the number of successful graduates.


https://aaahq.org/Partnering-for-Impact
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Several distinct interventions may be considered, including:

« Diagnostics and assessments that lead to early identification of at-risk students
« Custom teachers’ assistant (TA) support

« Pairing at-risk students with more senior students or mentors from the profession.
(See sidebar for one program’s approach.)

|

The Lynn Pippenger School of
Accountancy at University of
South Florida developed
diagnostic testing to boost
success in the first
intermediate accounting
course. Photo courtesy of USF.

Mentors, champions, and real-life practitioners in the classroom

Classroom accounting instruction and textbooks help form the foundation of a solid
education, but what often sparks passion is when students can make a meaningful
connection with people who can give them an insider’s look into what the profession is
really like, especially in the Principles of Accounting courses and other introductory-level
courses that undeclared students may take as they consider career options.

Although many colleges and universities have mentoring programs and speakers from the
profession, a comprehensive national mentoring effort would expand this possibility and
serve as an efficient funnel to match professionals who are interested in volunteering with
specific colleges and universities.

Other strategies in this area may include:

* Involving and gaining the support of alumni

« Encouraging colleges and universities to assign an “accounting champion” at the
faculty level and/or a “CPA ambassador” on campus
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Using data to identify and help high-risk students

Targeted, custom support is already seeing success at University of South Florida Muma
College of Business, where NPAG member Mark H. Taylor is director of the USF Lynn
Pippenger School of Accountancy. Taylor serves as the 2023-2024 president of the AAA.

After a multi-year decline in undergraduate enroliments and an intermediate course seeing
students earn grades of D, F, or completely withdraw (also known as the “DFW rate”) at a
rate higher than 30%, Taylor encouraged the faculty to change the culture related to the
course.

The faculty developed and administered very early in the semester a diagnostic test to
identify high-risk students. Faculty were assigned a “student support” TA whose time was
specifically dedicated to helping these at-risk students succeed. The TAs and faculty
members also monitored identified students’ engagement with online support materials
and encouraged them to attend numerous weekly tutoring and review sessions. Faculty
and TAs also encouraged these students with supportive feedback.

With this culture of support and the specific strategies, USF saw success, with the DFW
rate in that class decreasing from over 30% to 11% in one year, and some sections of the
course achieving a zero DFW rate, all while maintaining rigor. The change was
revolutionary and at the same time straight-forward, focusing on professor mindset,
classroom culture, providing enhanced support to at-risk students already in the pipeline
and changing student perceptions about their own capabilities. More best practices can be
found on the AAA website. Also find highlights in the AICPA report Strategies for Boosting
Accounting Enrollment.

Making an impact
NPAG has created the “Accounting Educator Checklist,” which highlights several key areas
for faculty consideration as they assess potential changes to enhance the talent pipeline.

By creating a more engaging college introductory experience to accounting principles,
providing enhanced support to accounting faculty, shifting the on-campus culture from
“weeding out” to “pulling students through,” and significantly expanding external support
provided to faculty and students by “real-life” accounting practitioners, we can grow the top
of our talent funnel and increase the share of business students who choose and achieve
an accounting major.
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Similarities between current efforts and the Pathways Commission report

The Pathways Commission examined accounting education in the United States in
response to a recommendation from the U.S. Department of the Treasury’s Advisory
Committee on the Auditing Profession. The AAA and AICPA created the Pathways
Commission “to study the future structure of higher education for the accounting
profession and develop recommendations for educational pathways to engage and retain
the strongest possible community of students, academics, practitioners, and other
knowledgeable leaders in the practice and study of accounting. This charge is, by design,
expansive in its scope and open to much interpretation,” states the Commission’s report,
“The Pathways Commission on Higher Education: Charting a National Strategy for the Next
Generation of Accountants.”

In 2012, the Pathways Commission called for a host of critical changes, additional data,
and the study of accounting education in high school, as well as undergraduate, master’s,
and doctoral degrees. The Pathways Commission also pointed to reasons why making
progress on those recommended changes would be difficult without a sustained
commitment from the broad profession.

NPAG’s recommendations related to education and attraction to accounting careers echo
many of the 2012 Pathways Commission recommendations, because those
recommendations still apply to today’s pipeline challenge — a relevance that stakeholders
should reflect on while discussing how to move from incremental to exponential change.

In outlining its recommendations (see list below), the Pathways Commission noted that
some challenges, impediments, and recommendations had been discussed in prior
studies. (Read about those efforts in the [ssues in Accounting Education article, “The
Activities of the Pathways Commission and the Historical Context for Changes in
Accounting Education,” by William H. Black.) Recognizing that the challenges raised
previously persisted, the Pathways Commission widened its focus to include potential
barriers to change and the need for a continuous approach to progress.

The Commission’s report called for important steps that remain challenging today, such as
“putting in place the structures and relationships needed to overcome the limitations of
periodic efforts to sustain the vitality of accounting education and practice.”

“Studies in the past have surfaced effective ideas and innovations, and incremental
changes have been made over time as interested parties have led individual efforts to
enhance accounting education. With our history foremost in mind, the Pathways
Commission recommendations place significant emphasis on the need for a sustained
focus on the many areas that impact accounting education and creating approaches that
foster that continuous process.”

NPAG acknowledges its role as one of many prior (and current) efforts to strengthen the
future of accounting by examining traditional and non-traditional education paths. NPAG is
grateful for the efforts of all groups focused on meaningful progress. It is imperative to
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leverage this past work and to acknowledge that the challenges identified by the Pathways
Commission in the past remain today. NPAG asked similar questions about what would
spark change and determined that exponential change will require collaboration, data-
driven solutions, transparency, and individual actions.

As a profession, we must ask ourselves, what must change this time to ensure that we
move forward together with decisive actions to truly achieve the education changes and
breakthrough results needed?

Pathways Commission objectives

Integrate professionally oriented faculty more fully into significant aspects of
accounting education, programs, and research.

Focus more academic research on relevant practice issues.

Enhance the value of practitioner-educator exchanges.

Integrate accounting research into accounting courses and programs.
Allow flexible content and structure for doctoral programs.

Develop multiple pathways to terminal degrees in accounting.
Increase reward, recognition, and support for high-quality teaching.

Better connect faculty annual review, promotion, and tenure processes to the
quality of teaching.

Improve how universities value the importance of teaching.

Engage the accounting community to define the body of knowledge that is the
foundation for accounting’s curricula of the future.

Implement curricular models for the future.

Develop guiding principles and support for a range of faculty development
opportunities through varied career paths and cycles.

Enhance perceptions of the study of accounting and career opportunities in
accounting.

Transform the first course in accounting.
Increase student access to master’s programs.
Develop financial aid literacy programs.

Encourage a separate and more focused study of the impediments to better
diversify within the profession.

Establish a national committee on information needs.

Project future supply, demand, and competencies for accounting graduates.
Project future supply and demand for all accounting faculty in higher education.
Enhance the benefits of high school accounting education.

Initiate a process that can sustain future accounting educational change efforts.
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Addressing the time and cost
of education

When the AICPA Council formed NPAG, the resolution asked for “a continuous, research-
driven national pipeline strategy” where the discussion “should encompass key
components of licensure, including substantial equivalency.” To meet these objectives,
NPAG has:

+ Reviewed all available research on the pros and cons of the additional 30 hours of
education required for licensure

« Engaged stakeholders in small group discussions, as well as focus groups, forums,
and the national survey

« Explored substantial equivalency rules with the assistance of legal support
* Researched trends in the evolution of higher education

« Studied licensure models for professions outside of accounting

To ensure a well-rounded and unbiased picture, NPAG listened and learned before
crafting any recommendations. Throughout the process, NPAG members and the many
stakeholders who shared their perspectives with NPAG were encouraged to openly discuss
and explore all ideas and options. In this section of the report, we’ll share our learning
journey and our recommendations for addressing pipeline impacts related to the additional
time and cost of education.

To begin, NPAG studied existing research related to hurdles affecting those considering a
career in accounting or pursuing the CPA license. The data illustrated how the time and
cost of the additional 30 credit hours of education are contributing to the pipeline
challenge and that the requirement appears to impact underrepresented minorities
disproportionately.

« B57% of business majors who did not choose to pursue accounting said they don't
want to pursue 150 hours for CPA licensure, according to data from the Center for
Audit Quality (CAQ) and Edge Research.36

+  52.9% of accounting majors who were not planning to become CPAs cited the
additional education needed to satisfy the 150-hour credit requirement as not
worth the time investment. Additionally, 45.6% cited the additional education
needed to satisfy the 150-hour credit requirement as not worth the financial
investment, according to a study by the Pennsylvania Institute of CPAs.37

36 Center for Audit Quality and Edge Research, Increasing Diversity in the Accounting Profession Pipeline:
Challenges and Opportunities, July 2023.

37 Pennsylvania Institute of CPAs, The CPA Pipeline: Crisis and Opportunity — Evidence-Backed Action the
Profession Can Take Today, December 2023.
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« According to a survey by the Virigina Society of CPAs, respondents cited the time
and cost to earn the additional 30 hours of education as the “strongest potential
barriers to the profession.”38

- CPA candidate entries declined overall after the 150-credit hour rule went into
effect, but the decline is uneven, according to an analysis by economists. “There is
a 26% decline for minority CPAs versus a significantly smaller 14% decline for
nonminority CPAs ... a 13% greater drop in minority than nonminority entry following
enactment.”39

Quick preview: NPAG licensure recommendations

Considering shifting market dynamics, NPAG is moving swiftly to frame a buildable set of
concepts that adds to the existing licensure options to evolve and future-proof the CPA
license:

« Two experiential learning solutions for the educational requirements needed post-
bachelor’'s degree — one on and one off the college transcript

* A competency-based model

The objectives of these solutions are to continue to transform the licensure system while
protecting the public interest and CPA brand; provide equitable access to all potential
candidates; ensure a built-in methodology for transparent and ongoing evaluation of
licensure; and align licensure with how business is done now while being nimble and
adaptable.

NPAG envisions that evolving the license would include a common competency framework
as the foundation of the three solution concepts, and that the successful completion of the
CPA Exam would be a requirement under any scenario. Before detailing the three
approaches further, it is important to explore some background on mobility and substantial
equivalency, as well as better understand the changing landscape of education and
licensing.

Because this is an area of ongoing work being handled with a sense of urgency, there are
likely to be ongoing developments that can’t be captured in this report. NPAG recommends
that you visit its news page for the updates in the second half of 2024.

Mobility and substantial equivalency

In the United States today, CPA practice mobility enables a licensed CPA in good standing in
one jurisdiction to provide public accounting services in other jurisdictions, including
“virtually” or remotely, without notifying the other state or being required to obtain a
practice permit or pay fees. Before the adoption of mobility in the late 1990s, CPAs were

38 Jill Edmonds, “Is 150 too many?,” Virginia Society of CPAs, May 10, 2023.
39 Andrew Sutherland, Matthias Uckert, Felix Vetter, “Occupational Licensing and Minority Participation in
Professional Labor Markets,” Journal of Accounting Research, January 27, 2024.
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required to obtain a license or temporary permit to practice in another jurisdiction,
including remotely, which increased the complexity and cost of interstate practice for CPAs.
As more employers hire people, serve clients, and engage service providers in hybrid and
remote environments, practice mobility has become critically important. In NPAG’s national
survey (not including students), a majority of respondents (62%) indicated that mobility is
very important to them.

Definitions
Below are a few definitions that may help as you explore the ideas in this chapter:

Mobility. A CPA licensed and in good standing in one jurisdiction may provide services in
other jurisdictions, including remotely, without notice, permit, or fees. Before the adoption
of mobility in the late 1990s, CPAs were required to obtain a license or temporary permit
to practice in another jurisdiction, including remotely. This inhibited interstate and
international practice for CPAs. Hawaii and the Northern Mariana Islands are exceptions to
mobility.

Reciprocity/reciprocal licensing. This describes the licensing process that requires a CPA
to apply for a license, pay a fee, and provide notice to a jurisdiction other than their home
jurisdiction to practice public accounting. Reciprocal licensing may include evaluation of
the “3 Es” (education, experience, and examination) by the National Qualification Appraisal
Service (NQAS) (state dependent). This is not the same as mobility as a CPA does not get
to “skip” the licensing and board notification steps that come with mobility.

Substantial equivalency. Substantial equivalency is the determination by a state that
some or all CPAs from another state meet the threshold to practice public accounting.
While there are some variations and exceptions, licensing requirements are remarkably
consistent from state to state, and that has powered the unique mobility system the
profession enjoys today. The most consistent and critical elements are the 3 Es, which
underpin substantial equivalency and mobility.

The Uniform Accountancy Act (UAA), drafted jointly by the AICPA and NASBA, provides model
language of laws and rules to states to enable mobility across jurisdictions via a concept
called substantial equivalency, which has three drivers: education, examination, and
experience.

The level of adoption around the three key drivers of substantial equivalency varies by
jurisdiction. These nuanced differences can lead to confusion. Education course
requirements can vary from state to state but generally require a bachelor’s degree with
specific minimums in accounting and business coursework and 150 credit hours total.
Experience duration requirements can vary from state to state as well, but a majority of
states require at least one year of experience. Passage of the CPA Exam is required in all
jurisdictions.
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Even with these variations, there is a common agreement among states, and today the
profession enjoys a functional system of practice mobility. Because this system was put
in place decades ago, many CPAs practicing today may not have experienced the
challenges of life before CPA mobility.

As of this writing, several states are considering or are enacting law or rule changes that
may affect substantial equivalency. Although the AICPA Council resolution convening NPAG
aimed at preserving mobility while also addressing the pipeline challenge, NPAG members
agreed they needed to explore all options to ease the time and cost of education — even
those that might affect substantial equivalency and mobility. As a result, the group
committed to and has practiced an “everything’s on the table” approach to its learning and
solutioning.

After reading all available research, gathering focus group and forum data, and meeting
with various stakeholders, NPAG then surveyed, with the assistance of with the
international law firm Gibson, Dunn & Crutcher, LLP, the current U.S. accounting practice
mobility model and project potential impacts if substantial equivalency were lost due to
individual states enacting new rules or laws without a carefully coordinated national effort.
The survey indicated, as illustrated by the map below, that final authority to make
determinations about substantial equivalency varies from residing with the state board to
being deferred to the National Qualification Appraisal Service (NQAS) that gives
determination authority, in effect, to NASBA.

Even with NPAG’s understanding of the rule and the map depicted in the map below, it
must be recognized that each state may interpret specific situations differently.

Bottom line: It’s complicated! And this research illustrates that addressing the time and
cost challenge cannot be managed by any one or even two entities or governing bodies.

Seeing that more dedicated time was necessary for a better understanding of all options,
NPAG formed the NPAG Substantial Equivalency Working Group led by Shelly Weir,
President & CEO, Florida Institute of CPAs (FICPA).

The working group defined their objective as developing:

A bold and broadly accepted proposed solution to modernizing licensure while
protecting substantial equivalency and mobility, addressing cost barriers, and
upholding the rigor of the license. Ultimately, the proposed solution should appeal
to a broader group of people and be created with input from key stakeholders.
Additionally, the working group supports elevating the Uniform Accountancy Act by
raising awareness and transparency of the UAA processes and model law
development.
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The working group continued its listening and learning, inviting leaders from state societies
with varying perspectives to meet with NPAG, share their members’ perspectives regarding
the additional time and cost of education, and summarize what their state societies are
doing to address the pipeline shortage.

State-level substantial equivalency determinations

- No inbound mobility (1)
- Automatic inbound mability (4)

- NQAS determination (21)
- 150-hour requirement (9)

- Board determination (15)

+® a“
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This map is based on the text of each state’s substantial equivalency provisions and public indications of state board practice
with respect to mobility, not initial licensure rules. This map should not be used as a definitive interpretation of state law, which is
dependent on each board of accountancy within that representative jurisdiction, and no discussion of state law in this document
should be treated as legal advice. Map created using MapChart

NPAG’s strategy development also considered changes affecting licensing outside the
accounting profession that are in various stages of being considered, piloted, and/or
enacted.

Most professional licenses have an education component, and education is seeing its
share of change. In higher education, increased discussion of, and in some cases
legislation on, 90-credit hour bachelor’s degrees (not specific to accounting) caused NPAG
to carefully consider the risks of embedding, or “hard coding,” the number of hours of
education into its recommendations (i.e., 150 or 120 hours), where specifying hours may
require more change down the road.
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NPAG suggests that requiring a specific number of hours of education measures an
input, versus an output that would better point to skill, ability, or quality, like
competencies, deliverables, or results. As such, NPAG recommends referring to the
current minimum level of required education as a bachelor’