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Accounting Education and Research
at the Crossroad

Robert K. Elliott

L ATER in this issue, two respected
members of the academic com-
munity discuss issues facing ac-

counting education and research [Wil-
liams, 1991; Sunder, 1991]—issues that
could hardly be more important to both
the academic and practice branches of
the profession. After a brief review of
their key points, I will provide additional
perspective on both issues.

THE PROBLEM
Professor Williams tells us that ac-

counting education is in trouble. It is not
attracting enough of the right students.
The curriculum is increasingly outdated.
And the graduates lack the capabilities
demanded by employers. His description
of the institutional environment is posi-
tively chilling. He tells us that account-
ing programs are held in low esteem
among many university administrators,
that some think accounting education
and research are not central to the
university's mission, and that others
view it as a fringe discipline—too voca-
tional, a service function for MBAs, and
so forth. And he expresses concerns
about faculty incentives, instructional
materials, accreditation, and profes-
sional examinations. In spite of aU these
concerns, however. Professor Williams
is upbeat, because he sees rising ac-
ceptance of the need for change and
believes the tools are at hand.

Professor Sxmder expresses equal
concern for the state of accounting re-
search. He tells of the gap between re-
searchers and practitioners caused by
research too technical for practitioners
to imderstand and complaints that too
many of the research subjects are not
relevant to the problems of practice. Re-
searchers are accused of taking on nar-
row problems rather than dealing with
fundamentals. And the consequence of
these supposed defects is that academic
research in accoimting has little effect
on public or professional policy. He at-
tributes these problems to research that
is too technical or poorly written and the
fact that research institutions have
abandoned their responsibility to
evaluate research—leading to a virtually
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complete lack of pressures or incentives
for researchers to integrate new knowl-
edge into the curriculum.

In some ways, Professor Sunder
paints a bleaker picture than Professor
Williams, because there is less evident
progress toward a solution. However,
both suggest some solutions, and their
analysis is constructive. I will extend
their analysis and give my own inter-
pretation of the situation.

THE OPPORTUNITY
There is a flipside to the problems

that have been noted. This is a time of
great opportunity. There never has been
a greater need for fresh approaches to
accounting and accounting education.
When Professor Williams says that the
accounting profession should make its
voice heard, he is not only right, he is
opening a door. If the accounting pro-
fession takes advantage of all the op-
portunities now before it, no university
administrator would be able to consider
accounting of marginal relevance. It will
be proven to be vital—vital in \mder-
standing what is happening in our
economy, vital to investment decisions,
and vital to managing both businesses
and the business side of not-for-profit
organizations, including the university
itself.

Very briefly, here is the outline of my
message. Our economy has changed and
continues to change rapidly. The
changes make new types of measure-
ments necessary for national competi-
tiveness and economic progress. If the
accounting profession can identify those
measurements and devise ways to make
and report them reliably, the need for
accounting education will be unques-
tioned and the researchers who bring
that about will be widely read and ap-
preciated. We can put this opportunity
in perspective by considering, first, the

subject-matter of accounting and, sec-
ond, the appropriate role of higher edu-
cation.

THE SUBJECT MATTER OF
ACCOUNTING

Over the last 10,000 years, accoimt-
ing has—at least imtil quite recently-
provided the information tools appro-
priate to the decision needs of ovx suc-
cessive economies. For the greatest part
of these ten millennia, the basis of the
economy was agriculture, and single-
entry accounting was both available and
sufficient. In the mid-eighteenth cen-
tury, the basis of the economy began to
shift toward industry, and double-entry
accounting had already been ready and
waiting. This accounting paradigm per-
mitted the formation and maintenance
of large, complex entities and the accu-
mulation of the capital necessary to biilld
the factories of the industrial revolution.

But in the last three decades, the
basis of our economy again shifted—this
time to information. Unfortunately, this
time, accountants were not ready with
the required new paradigm. As a result,
we are still supplying information-era
managers and owners with information
better suited to industrial-era enter-
prises. This might not be so bad if it
were not for global competition. I believe
that—in the United States (and other,
mainly English-speaking, countries with
deeply entrenched, industrial-era ac-
counting infrastructures)—our indus-
trial-era accounting paradigm is actually
holding us back. And I am referring to
GUI managerial as well as to our financial
accounting paradigms.

Computers and telecommunications
virtually collapse time and space, dra-
matically reducing the "lag" and in-
creasing the "gain" of decision pro-
cesses—to use the terms from cyber-
netic theory. Thus, the information era
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is characterized by increased rates of
change. To negotiate this volatile envi-
ronment, managers and owners need
leading indicators, yet we accountants
continue to treat them to lagging indi-
cators—historical results—and the most
lagging indicator of all: cash flow. This
could be described as navigating by your
wake. If that is ever a good idea, it can
only be when (1) you are sure you are
going in the right direction and (2) you
are sure there are no rocks, islands, or
ships on your course.

Following are selected signals of the
growing irrelevance of accounting:
• There is a growing gap between the

CEO and the CFO of many compa-
nies. The CFO—if an accountant at
all—is no longer in line for the top.

• The people most concerned with
performance measurement in orga-
nizations are, increasingly, non-
accountants.

• Managers are running their com-
panies with nonaccounting data.

• Strategic management processes are
omitting accountants.

• There is growing price competition
in public accounting—characteristic
of a commodity marketplace.

• The compensation of public accoun-
tants is declining relative to corpo-
rate managers.
To typify the situation, let me report

the view of the CEO and founder of an
extremely successful company that has
soared to the summit of its industry. He
recently told me that "trying to run my
company with the output of my ac-
counting department is like trying to fly
an airplane with only one gauge on the
instrument panel—and that gauge tells
me the sum of airspeed and altitude. If
it's low, rm in trouble, but I dont even
know why!" Regrettably, his attitude is
all too typical of top executives.

Strategic use of information tech-
nology has caused colossal changes in
business, but we accountants have not
reacted to it yet. In the industrial-era
enterprise, the brains are provided by
the white-collar workers and the brawn
is provided by the blue-collar workers.
The role of managerial accounting is to
enable the brains to monitor and control
the bravm.

But in an information-era enterprise,
the distinction between white- and blue-
collar workers vanishes as all workers
become knowledge workers. There is no
distinction between the brains and the
brawn, ta such an enterprise, the role of
accounting is to empower the informa-
tion workers—to give them the neces-
sary information, and stand back while
they produce, innovate, and exceL In the
information-era company, accounting
ioformation goes to different people for
different purposes, yet we still supply
the same old information.

But there is no fundamental reason
that we should be failing as we are. The
information era should be ours, because
we accountants are the information
people." We are the ones who know— îf
we apply our skills generically—how to
define information needs; design mea-
surement techniques; control informa-
tion capture and processing; and ana-
lyze, interpret, and present information.
At least, that is what the AAA's Bedford
Committee [AAA, 1986] concluded—and
I completely concur.

THE ROLE OF
HIGHER EDUCATION

Turning now to the role of our edu-
cational establishment, let us take note
of those three economic eras once more,
this time to see how the role of educa-
tion has changed. This analysis is sum-
marized in the following table:
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Era

Agriculture

Lidustiy

Information

Value Driver

Labor (hirnian
and draft animal)

Machinery

Knowledge
work

Fuel

Food

Coal and
petroleum

Education

In the agricailtural era, the value
driver was labor—human and draft-ani-
mal labor. The "fuel" for this era was food.
Formal education was not necessary.

In the industrial era, the value driver
was machinery, which enormously le-
veraged labor through the conversion of
energy. The fuel was coal (and, later,
petroleum). Formal schooling inculcated
discipline that was a boon to many fac-
tories, put intellectual tools at the service
of inventors, and in the later stages of
this era gave managers the knowledge
to understand production processes, fi-
nancial management, and other white-
collar sMUs. But the value driver was still
machinery.

In the information era, the value
driver is knowledge work.. And the fuel"
is education. The function of higher
education is now to produce the knowl-
edge workers. The knowledge workers
produce the knowledge that is an ever-
Inaeasing component of products and
services. This suggests that educating
knowledge workers, especially educat-
ing them to leam how to leam, rather
than producing new knowledge, is the
university's key role.

So v\re must ask what is the role of
university research in the information
era. Should research or education be the
university's primary purpose? I am not
alone in believing that education should
be the primary purpose. And apart from
what it should be, there are many who
believe the universities are now prima-
rily places of education. That is why they
send their sons and daughters there.

That is what they think they are getting
for the tuition they pay.

In any case, there is a legitimate dif-
ference of opinion about what the role
of the university should be, and it cen-
ters on whether education or research
should be the university's primary pur-
pose. The academic community cannot
ignore this issue and maintain its high
place as the forum of candid intellectual
exchange. A high proportion of our so-
ciety is college-educated. They will not
treat the institutions of higher education
as cloisters that should not be interfered
with. The days of the ivory tower ended
some time ago.

I favor open debate for another rea-
son. We should allow the stakeholders
in the marketplace to help decide what
the universities' primary mission should
be. I look to the marketplace not because
it is always right, but because we live
in a time of scarce resources, and the
universities are faced with thinking
about programs from the perspective of
scarce resources. The consimiers of the
universities' output and universities'
sponsors should have a say in whether
education is the primary mission of the
educational community. In the end, that
will be in the universities' interests, be-
cause they should not be at odds with
the consumers of education and with the
sources of their funds.

The university's primary mission is
a question of the most productive use of
a valuable national asset. The way that
asset is employed directly affects our
economic competitiveness. It should be
faced squarely by all affected parties.
Professors have a finite number of pro-
ductive hours. How are they to be allo-
cated between teaching and research?
Is research going to receive less of the
academic dollar because teaching is go-
Ing to receive more?

Recently, Caspa Harris (Executive
Vice President of the National Associa-
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tion of College and University Business
Officers) reported to the Govemmental
Accounting Standards Advisory Council
that 'institutional effectiveness and
productivity will come under increasing
scmtiny as part of the movement to
evaluate the retiim on investment in
higher education" (Harris, 19901. He
went on to say.

Scholarship, research, and
creativity for their own sake
have never enjoyed great favor
with the public or its policy-
makers. Federal and state
government commitments to
supporting higher education
have been tied to the achieve-
ment of national goals. As
Congress, state governments,
and accreditation agencies
recommend funding priorities
for higher education over the
next decade, there is every
reason to anticipate that they
will demand disclosure of the
service efforts and accom-
plishments attained by public
and private institutions seek-
ing funds. Another emerging
trend [that] will reinforce the
demand by governments for
external reporting by colleges
and universities is the call from
consumer advocates to create
national data banks of price/
performance information for
prospective students and their
families. The 1970s and 1980s
were seller's markets for higher
education; I foresee the 1990s
as a buyer's market where
consumers base their selection
of a college and university on
objective data rather than
simply assuming that higher
priced institutions have higher
quality programs.

If this forecast is reasonably accurate,
the education-research debate is going
to become more intense rather than
disappear.

SOME RECOMMENDATIONS
With these perspectives on subject

matter and institutional goals, I virill
venture some recommendations for ac-
counting education and research.

Research
My first general recommendation

goes directly to research. Researchers,
their institutions, and their students
would all be better off if accounting re-
search were justified principally with
respect to the educational mission. That
is, research should focus on the creation
of knowledge of potential use to stu-
dents in developing their capabilities for
practice. Fortunately, the research that
is needed, if I am right about it, will be
justifiable with respect to the educa-
tional mission and will have an effect on
practice as well.

Subject Matter of Accounting
That brings me to my second gen-

eral recommendation—to broaden the
subject matter of accounting to increase
its relevance to information-era
dedsiormiakers. I will select four issues
to illustrate a broader compass.

First, accountabilities should be re-
thought. Our present paradigms concem
themselves principally with owners,
creditors, and managers. In the infor-
mation era, customers, suppliers, and
employees are increasingly important
constituencies. Any constituency that
has the power—economic or political—
to significantly affect the entity repre-
sents a potential accountability. And
measurements should exist to discharge
all significant accountabilities. Man-
agement needs a balanced set of per-
formance measurements—in part be-
cause of confiicting demands of intemal
and extemal constituencies and in part
because of the impossibility of express-
ing all accountabilities in the same
measurement units. A balanced set of
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performance measurements would in-
clude financial measures, of course, but
also, for example, measures of organi-
zational-learning capacity, productivity,
quality, and customer satisfaction. I said
earlier that cash flow was a lagging in-
dicator. If an enterprise can measure and
motivate improvements in such leading
indicators as quality, responsiveness,
and productivity, this will lead to cus-
tomer satisfaction, and lead ultimately
to profits and cash flow. In other words,
if a company can make its products
better, faster, and cheaper, it will end
up with plenty of cash in the bank. And
because strategic management means
that dedsionmakers must view the en-
terprise within its competitive environ-
ment, the balanced set of measures must
include external measures.

A second issue that should be re-
thought is the nature of information-era
assets. The drivers of an information-era
enterprise include knowledge, innova-
tion, learning capacity, and information.
Yet these assets are systematically ex-
cluded from our industrial-era balance
sheets. Not only does that understate
the value of the enterprise, but it sub-
jects managements to the temptation—
which they sometimes fail to resist—to
draw down these assets for the sake of
a short-term earnings jolt.

Third, the time element of our ac-
counting paradigms should also be re-
thought. Accounting information should
help entities attain goals. Goals are, by
definition, statements about the future,
while data are, by definition, statements
about the past or present. Therefore, an
accounting system should have methods
of relating past—or cause—to future—
or effect. Accordingly, management
must identify all the key drivers—that
is, the leading indicators—and provide
measures. The greater the lag between
efforts and results, the greater the need
to monitor leading indicators. Moreover,

information technology is speeding all
functions and turning them all into vir-
tually continuous processes. Manage-
ment needs process measures in real
time, not event measures after the
events. And the frequency and freshness
of measurements must be related to how
fast the process to be managed and its
environment change. You obviously
could not drive a car that, instead of a
windshield through which you could
both monitor and anticipate your
progress, had a TV screen that provided
an hourly snapshot of where you were
two hours ago.

Finally, stability assumptions should
be rethought. Because the environment
is not stable, there is no reason to expect
measurement systems to remain stable.
Management must monitor the envi-
ronment for new key drivers and incor-
porate measures about them in the in-
formation system. Measures must report
not only rates of activity, but rates of
change in rates of activity.

These thoughts are not meant to be
comprehensive, but merely indicative of
the richness of the curriculum and re-
search issues that flow from enlarging
the accounting domain from its present
focus on periodic, historical, financial
measures.

Curriculum Reform
My third general recommendation

concerns curriculum reform. Much of the
thrust for curriculum reform involves
ousting the memorization of narrow
rules and replacing it with analytical and
conceptual thinking. Studying the best
thought on what elements deserve ac-
coimting measurement—that is, the ex-
tended subject-matter domain—should
be excellent conceptual and analytical
training. And students will benefit from
graduating with knowledge of leading-
edge thinking on issues that affect our
economic competitiveness.



The approach I am suggesting is
entirely consistent with the Bedford
Committee report. The Committee's
conceptual structure for future accoimt-
ing education treated accounting as
spanning 'multiple types of information
systems for decision making." Following
is an excerpt from Appendix A [AAA,
1986, p. 191):

To improve and reorient ac-
counting education materials,
universities need to expand
instruction in the accounting
functions of observation, se-
lection, measurement, analysis
and disclosure. The concept of
the transaction serves the ac-
counting profession well in
providing useful information to
managers, investors and others
for decision making....In to-
day's economic society, how-
ever, the transaction is only
one of many concepts implicit
in the information accountants
must leam to develop and dis-
tribute. Surrounding events
and internal and external en-
vironmental circumstances
also need to be observed by
accountants to identify addi-
tional relevant information for
both long-term and operating
decision making.

The passage goes on to call for educa-
tional material on identifying attributes
to be measured and selecting the ap-
propriate measurement scale. I believe
that kind of educational material bears
so close a relationship to the research
that needs to be done that students will
be well served by the research.

Academic Infrastructure
My fourth general recommendation

relates to the development of infra-
structure in academia. Universities, as
we have noted, must improve produc-
tivity and quality. They can do this reli-
ably only with more systematic infra-

structures. They must start with the es-
tablishment of education-oriented mis-
sions, goals, and objectives. The infra-
structures needed to achieve those goals
must then be designed and installed.
The required features will include infor-
mation and analysis, strategic planning
processes, enhanced himian resource
use, and quality assurance processes.
The results will be improved educational
outcomes and improved graduate and
employer satisfaction—but universities
will know that only from the use of edu-
cational-outcome and "customer' satis-
faction measures—^which mvist, there-
fore, be developed and installed.

The results of these activities wHl be
an institutional bias toward continuously
improving educational outcomes. Fun-
damentally, this infrastructure must rest
on measurements of learning out-
comes—a traditionally soft area. But to
create the needed motivations and be-
havior, universities must focus on
growth in student capabilities as caused
by specific components of the educa-
tional process: teaching, instructional
materials, and curriculum. The job of
determining the leading indicators of
improved educational outcomes is diffi-
cult— b̂ut no more difficult than the job
facing managements of business enter-
prises. They are innovating new mea-
surements —̂ in such areas as product
quality, productivity, innovation, and
customer satisfaction. Academia can
innovate measurements too, and it must.

CONCLUSION
The accounting profession has

reached a aossroad. Will it take the road
labeled "more debits and credits for the
bygone industrial age' or wiU it take the
road labeled "decision support for the
information age?" The answer is largely
up to our accounting faculty.
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