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CHAPTER I 

INTRODUCTION 

The Problem and Its Scope 

The lack of understanding of the functions and serv

ices of the certified public accountant is the problem with 

ijrhich this thesis is concerned. The lack of understanding 

of accountancy is not restricted to the general or investing 

]>ubllc but extends into other publics more closely associated 

with the functions and services performed by the certified 

public accountant, 
i 

! The extent of the problem can be best Illustrated by 

i survey for a state society of certified public accountants.! 

\?he survey, made by a public relations coimsel, attempted to 

discover how well Informed the average business executive wa$ 

about certified public accountants. In this survey, fifteen 

executives were asked three questions. Those questions and 

jjheir general answers were 2 

1, What is a certified public accountant? All of the 

xecutives seemed to think that a certified public accountant 

as had superior training and has passed a difficult examina

tion that certifies him as a certified public accountant. 

"̂  Illinois Society of Certified Public Accountants, 
Public Relations Survey (Chicago, 1955)# P. 32. Hereafter 
cited as Illinois Society, Public Relations Survey. 



2. What is a certified public accountant qualified to 

do as compared with a non-certified public accountant? This 

question was unanswerable by most of the interviewees. Sev

eral of the bankers knew that a company's statements were not 

of much value unless they were certified to by a certified 

public accountant. 

3. What services does a certified public accountant 

perform for a company? The corporate executives said "audit 

books." Others also mentioned assistance in the preparation 

of statements and tax work. Only three of the six bank vice 

presidents mentioned additional services such as systems and 

procedures, projections, counsel on installation of electronic 

tabulating eQulpment, and corporate tax assistance. Except 

for the three bankers, the rest of the executives were vague; 

and uninformed about the range of services that a certified 

public accoTintant can render a company. 

As a summation, this survey revealed that while the 
i 

certified public accountant enjoys some professional prestlgfe, 
i 

the average executive appears to be uninformed about the 

extent and nat\ire of a certified public accountant's services. 



Definitions 

A profession Is defined as . . . 

. . . a vocation whose practice is founded upon an 
understanding of the theoretical structure of some 
department of learning, or science, and upon the 
abilities accompanying such xmderstanding. This 
understanding and these abilities are applied to 
the vital practical affairs of man. The practices 
of the profession are modified by knowledge of a 
generalized nature and by the accumulated wisdom 
and experience of mankind, which serve to correct 
the errors of specialism. The profession, serving 
the vital needs of man, considers its first ethical 
Imperative to be altruistic service to the client. 

The characteristics of a profession, developed by the 

Commission on Standards of Education and Experience for 

Certified Public Accountants, are:3 

1. A body of specialized knowledge. 
2. A recognized educational process for acquiring 

the requisite specialized knowledge. 
3. A standard of professional qualifications gov

erning admission to the profession. 
I4.. A standard of conduct governing the relation

ships of the practitioner with clients, 
colleagues and the various publics. 

5. Formal recognition of status. 
6* An acceptance of the social responsibility inher

ent In an occupation endowed with public Interest. 
I 7. An organization devoted to the advancement of the 
I social obligations, as distinct from the economic 

interest, of the group. 

! 

^ Abraham Plexner , "Toward a De f in i t i on of a P r o f e s s i o n , " 
: yfflT»vflT*d Fduratlnnwl Review, XXIII, pp . Ij-8-ii9. | 

\ v 3 Arthur B. T o u r t e l l o t , The General RecoRnition of 
AGQ9imitancy as a Profess ion (New York, 195^)^ pV 7« Hereafter 
c i t e d as Tourtel lot> General Recop:nition of Accountancy. 



Public relations is defined ar, 

. . . the management function which evaluates public 
attitudes; identifid the policies and procedures of 
an individual or an organization with the public 
Interest, and executes a program of action to earn 
public understanding and acceptance. 

Bertrand Canfield, Director of Public Relotions of 

Ifhe Babson Institute of Business Administration, offers the 

i'ollowlng definition of public opinion. 

A public is a group of people with a common interest. 
An opinion is what one thinks or believes about some
thing controversial. Accordingly, public opinion may 
be defined as what a group of people with a common 
Interest thinks collectively about something contro
versial. It is a product of numerous physical and 
mental influences which, taken together, develop 
attitudes that are given expression in the form of 
opinions. 

Previous Research on Problem 

The Americari Institute of Certified Public Accoiontants 

has established a Committee on Public Relations along with 

0ight other standing committees. In the 1957 annual report 

of the American Institute of Certified Public Accountants, 

^ Pladger P. Tannery, "Public Relations for a Mature 
Profession, The Task Ahead," Arthur Younp; Journal. IV (1956), 
p. 2. Hereafter cited as Tannery, "Public Relations." 

^ Bertrand R. Canfield, Public _̂ Qj-̂ ^̂ ô 3_ (Homewood, 
1956), p. 19. Hereafter cited as Canfield, Public Relations, 



the committee observed . , » 

• • , that public understanding of accountancy is 
i closely related to general economic literacy. Both 

are distressingly low at present. The Institute, 
its leaders and its members should be more closely 
associated with responsible efforts to educate the 

I public in how our economy works. Until the need and 
I uses of financial reporting are better understood, 
I the essential role of the Certified Public Account

ant is almost impossible to explain. 

In November, 1955> the Executive Committee of the 

American Institute of Certified Public Accountants asked 

Earl Newsom and Company of New York, public relations counsel, 

to review the public relations of the accounting profession 

and of the Institute. The recommendations of the counsel 

were centered arotmd the adoption of a specific theme each 

year over a five year planning period,' 

The Illinois Society of Certified Public Accountants 

secured the services of Garner and Jones, public relations 

counsel to perform a survey and make recommendations for 

the society's public relations program in 1955* 

In November, 1951» the Committee on Public Relations iof 

the Illinois Society of Certified Public Accountants preparejd 

6 American Institute of Certified Public Accountants, 
1957 Annual Report (New York, 1957), p. 23. Hereafter cited 
as A.I.C.P.A.. 19^7 Annual Report. 

"̂  Tourtellot, General Recognition of Accountancy. | 

® Illinois Society, Public Relations Survey, 



I a rei'erence guide for Chapters."^ 

The Committee on Professional Relations of the American 

Bar Association and the Committee on Relations with the Bar 

of the American Institute of Certified Public Accountants 

have made considerable progress in the Improvement of 

relations between accountants and lawyers.-^^ 

Numerous articles have appeared in the Journal of 

Accountancy covering various phases of public relations. 

General Plan of Attacking Problem 

The assumed basis of any public relations program is 

found in Article V of the By-Laws of the American Institute 

of Certified Public Accountants.^^ Article V is fiirther 

developed into a code of professional ethics. The rules of 

professional conduct can be segregated into four groups, 

each group centered around a different public. The components 

9 Illinois Society of Certified Public Accountants, 
Public Relations Program for Chapters of Illinois Society of 
Certified Public Accountants (Chicago. 19^1). Hereafter 
cited as Illinois Society, Public Relations Program. 

10 American Institute of Certified Public Accountants, 
The Professional Relations of Lawyers and Certified Public 
Accountants (New York^ 1957). Hereafter cited as A.I.C.P.A., 
The Professional Relations of Lawyers and CPAs. 

11 American Institute of Certified Public Accountants, 
By-Laws; Rules of Professional Conduct (New York, 195Q)» 
p. 5. Hereafter cited as A.I.C.P.A., By-Laws. 



I of these groups and a brief resume of their content are 

presented below.'*''̂  

Rules Applicable to the Client Public 

Rule 2, use of the acco\mtant»s name. 

Rule 3f commissions, brokerage, and fee-splitting. 

Rule 6, certification of statements audited by others 

Rule 11, practice by corporations. 

Rule 16, confidential relationship. 

Rule 19, rendering an opinion. 

Rules Applicable to the Employee Public 

Rule 8, employees of other accountants. 

Rule 17# performance of services by employees of a 

member. 

P?ules Applicable to the Relat ionships Between Individual 
I 

Practitioners 

Rule 1, use of the firm name. 

Rule 7, solicitation. 

Rule 8, employees of other auditors 

Rule 10, advertising. 

Rule lU, competitive bidding. 

12 John L, Carey, Professional Ethics of Public 
Accounting (New York, 19l;6 ), 
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^le 18, extension^f services in an engagement 

arising from referral. 

Rules Applicable to the General or Investing Public 

Rule 3, commissions, brokerage, and fee-splitting 

Rule kf occupations inconQjatlble with accovmtancy. 

Rule 5» false or misleading statements. 

Rule 9, contingent fees. 

Rule 12, forecasts. 

Rule 13, financial interest in client's affairs. 

Rule 15» simultaneous occupations. 

These canons of professional ethics will be stated in 

full In their related chapter. Some of the rules of profes

sional conduct apply to more than one public, and in such 

cases, the canon will be duplicated. 

In the chapter centered around a particular public, 

the most prevalent problems will be presented and phases 

where improvements can be made will be indicated. There 

are seven chapters of this type. 

In the ninth chapter, the various tools and techniques 

used in a public relations program are presented. Since any 

public relations program should be considered as a dynamic 

and continually improving aid to the accoimting profession, 

no attempt will be made to set up a specific program. 



CHAPTER II 

THE CLIENT PUBLIC 

Ethical Considerations 

The rules of professional conduct which apply to the 

1 
client public are: 

Rule 2. A member or an associate shall not allow 
any person to practice in his name who is not in 
partnership with him or in his employ. 

Rule 3, Commissions, brokerage, or other partic
ipation in the fees or profits of professional 
work shall not be allowed directly or indirectly 
to the laity by a member or an associate. 

Conimissions, brokerage or other partic
ipation in the fees, charges, and profits of work 
recommended or turned over to the laity as inci
dental to services for clients shall not be 
accepted directly or indirectly by a member or an 
associate. 

Rule 6. A member or i:;.n associate shall not sign 
a report purporting to express his opinion as the 
result of examination of financial statements 
unless they have been examined by him, a member or 
an employee of his firm, a raiember or an associate 
of the Institute, a member of a similar association 
in a foreign country, or a certified public account
ant of a State or Territory of the United States or 
the District of Columbia. 

Rule 11. A member or an associate shall not be an 
officer, director, stockholder, representative or 
an agent of any corporation engaged in the practice 
of public accounting In any State or Territory of 
the United States or the District of Columbia, 

Rule 16. A member or associate shall not violate 
the confidential relationship between himself and 
his client. 

•Lj^^j^C.P^,, %-Law#,pp, lli-l5. 

9 
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Rule 19. A member shall not permit his name to 
be associated with statements purporting to s!iow 
financial position or results of operations in 
such a manner as to iniply that he is an independ
ent public accountant unless he shall; (1) express 
an unqualified opinion, or, (2) express a quali
fied opinion, or, (3) disclaim an opinion on the 
statements taken as a v; lole and indicate clearly 
the reasons tVierefor, or, (I4) any unaudited fi
nancial statements are presented on his stationery 
without his comments, disclose prominently on 
each page of the financial statements tliat they 

ĝĵ  were not audited, 

r 

John L. Carey, Executive Director of the /imerican 

Institute of Certified Public Accountants, has given a series 

of practical applications for the rules#2 He sumraod up the 

primary purpose of the foregoing rules when he stated that 

they were primarily concerned with increasing the confidence 

of clients in certified public accountants. V.'ithout the 

rules of professional conduct, any necessity for promoting 

a greater confidence through public relations techniques, 

ap lied in a continuous program, would be meaningless. 

Conduct of the Ehgagement 

J he use of various public relations techniques can be 

very helpful In promoting better relatio-s between the 

accountant and his client, Hov;ever, before a certified 

public accountant can successfully institute such a prognm 

his professional work must be carried out vith the highest 

^ American Institute of Accountants, The CI'A and :Iis 
Profession (New York, 19514-)• 
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degree of competence, ^H. 

The first step in the application of public relations 

techniques is to display a sincere interest in the performance 

of even the most routine engagements,3 A sincere effort 

should be made to understand the personality and cliaracter of 

htlae client. By knowing the client, the certified public 

accountant is provided with a basis for adapting his profes

sional services to the client's needs and desires, wit dn 

the bounds of proper procedures. 

Eight points to be realized most often in the conduct 

of the engagement are:^ 

s 
1, Personal conduct. 
2, Sense of humor, or the lack thereof, 
3, Ability to express himself, orally or in writing 
Ij,, Manner of personal appearance or dress, 
5. Physical appearance of the accountant's office, 
6. Neatness and accuracy of reports and written 

material released from the accountant's office, 
7. Methods for keeping himself abreast of develop

ments in accounting thoufjit, 
8. Selection of acquaintances and clients with 

whom he associates his name. 

Personal opinion should never be forced upon the 

client or his employees by the auditor or his staff. The 

employees of the client should, at all times be treated with 

the utmost consideration and respect. In the eyes of the 

c\ 

3 Kenneth L, Thompson, "Public Relatiors in Office 
Practice and Client Relationships," California Certified 
Public ilccoiuitant* AXI (1953)# PP» 9-13« 

^ Tannery, "Public Relations," p. 8, 



12 

client, they are highly capable, and he would necessarily 

resent a superior attitude assumed by the certified public 

accountant or his staff. 

An important aspect is that the client becomes con

vinced that he is being rendered a necessary service'as the 

audit is made. The importance of this particular point is 

reflected in the growing emphasis placed upon management 

services. The range of services provided in such a program 

jincludes such items as the establishment of cost and expense 

controls, assistance in the preparation of annual reports to 

stockholders, designing and installing general accounting 

systems, and others too numerous to enumerate. 

There are three methods of establishing expanded ser

vices to clients,5 The larger firms can, as many have done, 

establish a management services department. The other two 

lalternatives ap: ly to the smaller firms and the individual 

practitioner. The first of these alternatives is tiie devel

opment of a working arrangement with one or more Industrial 

engineering firms• The second method is to work out a plan 

pf co-operation with another accounting fin.. 

Supigestions for Better Relations 

The greatest difficulty the certified public account-

^mt has Is that of interpreting his activities in tlie terms 

5̂1ohael D, Bachrach, "Management Service Referrals," 
Journal of Accountancy, CV (195S), P. 37. 
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of the client's perspective. 

The success of any public relatior s program with the 

client public will depend as much upon the successfulness of 

the Interrelationships of tie client's and the accountant's 

thinking an on the ability of the accountant or the merits 

bf the client's representations," This is true because of 

the unfamilarity with accounting principles and auditing 

Standards which tends to be too widespread among business 

Executives as has been indicated by the survey in one of orr 

leading cities' and the tendency to fail to accept advice,^ 

In measuring success in the engagenent, t le evaluation 

iaade by the client will seldom be the same as that n.ide by the 

certified public accountant. Advice is nebulous. It has no 

more permanence in the client's mind than a cordial smile or 

a friendly handshake. Of itself, it has no power to create 

fespect. This does not mean that t ere are no occasions vhen 

the certified public accountant will be engaged only for 

eidvlce and successfully please the client by helping him 

solve gome particularly difficult problem. In the majority 

of Instances, however, the certified public accountant is 

engaged on a contract basis for a specific period, seldom 

^ Theodore R. Sills and Philir̂  Lesly, Public Relations 
(Chicago, 19i|-6), P, 195* Hereafter cited as Sills and Lesly, 
public Relations, 

7 
Illinois Society, Public Relations Survey, 

Sills and Lesly, Public Relations, 
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less than a year. At all times during that year it behooves 

the accountant to satisfy the client that l̂is activities are 
I 

earning the monthly fees he receives. Advice given in forrau-

lating policies in January can not always be relied upon to 

convince the client in December that the monthly clicck is a 

worthwhile investment vjhicfi s ould be continued with a new 

contract. 

For ti is reason, the necessity of stressing tangible 

3?esults is constantly present with every client. Tangibility 

is also important in measuring; results, hany favorable 

results are me sured by the absence of trouble. These results 

may be very gratifying to the certified public accountant and 

directly attributable to iiis efforts, but they are intangible. 

Reports made to clients, at their request, are indications of 

the stress they place on tangible results, 

Michael Schiff, professor at New York University's 

Graduate School of Business, suf̂ p.ests a step-by-step approach, 

with tabular examples, to the making of a distribution cost 

analysis,° The emphasis is placed on the regrouping of costs 

so that they possess a greater significance for >:ahing 

decisions. An important p^lnt is that distribution cost 

analysis stresses profits rather tian volume a?, a basis for 

the decisions to be made by manageinent. ihis article is 

9 
Mchael Schiff, "Distribution Cost Analysis: A 

Service to Management," Journ^ of Accountancy, CV (1958), 
p. 37. 
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indicative of the many facets of management services that can 

be performed for management's benefit during the engagement. 



CHAPTER III 

THE EMPLOYEE PUBLIC 

jithlcal Considerations 

The two rules of professional conduct centered around 

the employee public arex 

Rule 8. Direct or indirect offer of employment 
shall not be made by a member or an associate to 
an employee of another accountant without first 
informing such accountant. This rule shall not 
be construed so as to Inhibit negotiations with 
anyone who of his own initiative or in response 
to public advertising shall apply to a member or 
an associate for employment. 

Rule 17. A member in his practice of public 
accotinting shall not permit an employee to per
form for the member's clients any services which 
the member himself or his firm is not permitted 
to perform. 

Staff Training 

The rules of professional ethics make no mention of 

any obligations that a certified public accountant has toward 

his staff employees. However, it is traditional in all the 

professions that the individual practitioner has the duty to 

Instruct his staff and train them In the skills of the pro-

2 fession. 

^ A.I.C.P.A., By-Laws, pp. Iii-l5. 

2 John L, Carey, "Practical Applications of Profes-
jlonal Ethics," The CFA and His Profession (New York, 19514-). 

16 
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Proper consideration for the health, ccanfort, and 

happiness of the employee is considered a primary function 

of management. The most important phase of any personnel 

program is training, a continuing process which a progres

sive public acco\intant will follow throughout his career. 

Planned training programs are an important aid to a staff 

man's technical progress, but training alone is not assurance 

of advancement. An assistant's success depends to a large 

I extent upon ability, his attitude toward his work and his 

associates, and many other' personal qualities beyond the 

firm's control. The firm can, however, be of much assistance 

in the technical phases of an employee's progress, show him 

how to do more Important work, and help him assume added 

re sponsibillty. 

The staff training courses apply to three stages of an 

accountant's development. Level I is for beginners, and leads 

progressively to Level II for experienced assistants and 

I Level III for seniors,^ 

Training manuals can be prepared within the firm spe

cially to emphasise and Illustrate the practical application 

iof basic principles and procedures of accounting and auditing. 

^ John L, Carey, "Practical Applications of Profes
sional Ethics," The CPA and His Profession (New York, 1951;). 

3 
Peat, Harwich, Mitchell & Co., A Career in Profes

sional Accounting (New YorkJ, p. 8. "" 
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They are not regarded primarily as text books, but supplement 

the accounting training received in college. 

An important part of an assistant's training is the 

'review of working papers of completed audits, ma^iir it pos

sible for him to discuss actual engagoiionts with the person 

who conducted t- e examination. In t'.is way the begin: lag 

assistants will be familiarized in a very practical way with 

the actual problems and operations of a '.Ide variety of busi

ness enterprises, depending, of course, ur-on the divers if 1-

'cation of the firm's accounts. 

It the senior level, staff training courses consist 

largely of discussions concerning matter? of current interest 

not neces^'arily covered in staff manuals. From time to time, 

offices also conduct technical conferences for the entire 

ŝtaff pertaining to tax legislation and other matters impor

tant to the firm's practice* 

Certified Public Accountants largely consider t :eir 

accounting Imowledge comnlete when they have successfully 

'passed t le CPA examination, CPAs should not only be -ell 

educated in tlieir profession but they should be broadly in

formed in other subjects as well if t'ey are to take tiieir 

place in the comsiunity and in their relationship to t le 

various publics•^^ Most of them are well Informed, but some 

^ Paul E, Nye, "Training for an Accountinr, Career," 
The Accounting Review, XXXIII Il958), p. 166. 
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_ •- — ^ - -

lare not even though they are expert technical accountants.*^ 

Many of the smaller firms are co-operating in train- j 

ing programs to provide their employees with the best know-

jledge possible, but in many cases, this is not adequate. 

Suggestions for Better Relations 

One of the basic principle?' of management and any 

smployee relations program is the maintenance of open chan

nels of communication. Even though a principal's or manager*s 

time is consumed primarily in the contacting of potential 

clients or the contracting aspect of an engagement, an attempt 

<5an be made to maintain a close contact with the individuals 

JLn his employment. 

There can be a degree of status distinction in any 

(5ffice, to provide one type of incentive for promotions, 

llowever, the mistake is often made of allowing too much status 

distinction to be present. Services and activities should 

be made possible which will advance the individuality of each 

ikember of the staff. An effort can be made by all firms, 

i»egardless of size, to use every available means to develop 

^ Ralph V. Hunt, "The Public Relations of Technical 
Jompetence and Self-Improvement," The California Certified 
iblic Accountant, XX (1953)# P. 21": 

R, Warner Ring, "Current Developments in the Public 
Accounting Profession," The Accounting Review, XXXIII (1958), 
]). l81̂ ., 
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the operation of their own practice. 

Some of the national firms have enlarged their respon

sibility further by ass\iming that their firms are also the 

ijraining groiuids for business executives in the field of 

(controller ship. 



CHAPTER IV 

THE LEGAL PROFESSION 

Existing Problems 

The greatest problem existing betvreen the profession 

^f accounting and the legal profession is that of charges by 

Bar Association Committees on Unauthorized Practice of Law 

In the tax field. 

The main source of difficulty is not from the members 

3f the legal profession who know the most about taxation. 

jrt comes mainly from those elements of the legal profession 
1 

who know little or nothing about it. They are judging the 

matter on form, rather than subject matter which requires 

judgment and advanced intellectual training. 

The right of the certified public accountant to 

practice before the Treasury Department was challenged, after 

years of contention, in the Agran case. The question, in the 

Agran case, centered around the interpretation of Treasury 

Circular 230. The American Institute of Certified Public 
I 

Accountants placed emphasis on Section 10.2 (b) which stated I 

that the scope of practice, of agents as well as attorneys, 

efore the Treasury Department comprehends "All matters 

Connected with the presentation of a client's interest to the 

^ John L. Carey, Address to the Georgia Society of 
Certified Public Accountants, Georgia Society of Certified 
Public Accountants IRome, rtay 27, 1955tv 

21 
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iTreasury Department. "̂  ~ 

i The American Bar Association placed emphasis on Sec

tion 10,2 (f) which stated that nothing in the Circular shall 

^e construed as authorizing persons not members of the Bar 
i 

Association to practice law. This, the American Bar Associ

ation said, would be substantially the same as authorizing 

m enrolled agent to practice law. 
In I95I4-* the Appellate Department of the Superior 

Pourt of Los Angeles CoTxnty reversed the Judgment for Agran, 
i 

f;he accountant, by the hunicipal Court of Los Angeles and 

jield that the accountant was guilty of unauthorized practice 

pf law.^ 

While the two professions were differing on the Inter-
i 

Dretation of Circular 230, the presidents of the American 

3ar Association and the American Institute of Certified 

Public Accountants began negotiations which culminated in 

the formation of a Special Committee on Professional Relations 

A.I.C.P.A., Professional Relations of Lawyers and 
OPAs, p. 8. 

•a 

William J. Jameson, "Co-operation Between the Legal 
knd Accounting P r o f e s s i o n s , " The Journal of Accountancy, 
PII (1956) , p . \\Z» Hereafter c i t e d as Jameson, ' 'co-operation. 

^ John W, Queenan, "Lawyers and CPAs," The Journal of 
Accountancy, CII (1956) , p . i|.7. Hereafter c i t e d as <iueenan, 
"Lawyers and CPAs." 
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with the Bar of the American Institute of Certified Public 

Accountants.^ 

The primary purpose of the committee was to establish 

a mechanism which could be used to settle differences around 

the conference table in the best interest of the client or 

taxpayer. These committees agreed basically upon specific 

problems, the desirability of education of both professions, 

and a reaffirmation of the Statement of Principles.° The 

Statement of Principles, issued in 1951• Included these nine 

topics:' 

1. Collaboration of lawyers and certified public 
accountants. 

2. Preparation of Federal Income Tax Returns. 
3. Ascertainment of probable tax effects of trans

actions. 
î.. Preparation of legal and accounting documents, 
5. Prohibited self-designations. 
6. Representation of taxpayers before the Treas

ury Department. 
7. Practice before the Tax Court of the United 

States, 
8. Claims for refund, 
9. Criminal tax investigations. 

I t was not u n t i l the Treasury Department Issued i t s 

i n t e r p r e t a t i o n of Circular 230 on January 30, 1956, that the 

committees I ssued a j o i n t repor t . Recommendations in the 

^ Queenan, "Lawyers and CPAs," p , kB. 

Jameson, "Co-operation," p. 1}2. 
7 A.I.C.P.A., Professional Relations of Lawyers and 

CPAs, pp. 5-6. 



2k 

joint report^ Issued In 1957, included:"̂  

1, That with respect to the field of Federal Income 
taxation, the two professions continue to aviere 
to the Statement of Principles, approved by the 
governing bodies of the American Bar \s'̂ ociation 
and the American Institute of Account mts in 1951. 
It is recognized thnt the statement is a guide 
to cooperation and does not pre::ume to be a deflfjl-
tion of the practice of law or tae prrctice of 
accounting. 

2, That state organizations of the two profes^^ions 
consider the establishment in eacli state of a 
joint committee similar to the National Confer
ence for consideration of differences arising 
between members of the two professions, 

3, That before any state orgaaainations of either 
profession shall institute or participate in 
litigation or disputes involving differences 
between memibers of the two profes-^ions, or in
volving questions of what constitutes the 
practice of law or accounting, such difforerices 
and questions be referred to joint committees 
of state organizations of the two professions, 
where such comirdttees exist, or to the National 
Conference. 

k» That, in the interest of uniformity, state com
mittees maintain close coordination vdth the 
National Conference; and if resolution of dif
ferences seems impossible at t̂ie local and state 
level, they be referred to the National Conference. 
Particularly in the early years, it would seem 
to be in the best interest of all concerned for 
the National Conference to participate actively 
in the consideration and settlement of disputes 
which might serve as guides and precedents for 
other cases, 

5, That - again in the interest of uniformity - where 
joint com ittees at the state level are appointed 
to deal with any di'Terencos which may arise. 

7 
A . I . C . P . A , , P r o f e s s i o n a l R e l a t i o n s of Lawr/crs and 

CPAa* PP» 5-^« 
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they be limited, where possible, to one to a 
state, and their structure and procediire 
follow the pattern of the National Conference. 

Methods of Solving These Problems 

The American Institute of Certified Public Accoiintants 

has established four rules of procedure to be followed in the 

event of further agitation. 

1. Notify the Institute as soon as controversy 
arises, over fees or otherwise, which might 
result in the charges that a CPA has engaged 
in "practice of law" in rendering tax services. 
(The Institute will work with the state society 
concerned and the national conference, in 
efforts to bring about settlements of such dis
putes without litigation.) 

2. Familiarize yourself with the Statement of 
Principles, and with the Interpretation of 
Circular 230, issued by the Secretary of the 
Treasury, January 30, 1956. 

3. Bear in mind that both the Institute and the 
Treasury Department regard it as unethical for 
CPAs to undertake work which falls within the 
exclusive competence of lawyers, 

i;. Notify the Institute of any cases in which 
lawyers appear to be doing work which should 
be considered within the exclusive competence 
of CPAs. 

The prevention of disputes is as important, or more 

so, than the establishment of the machinery to settle them. 

It is the duty of every certified public accountant to assume 

Marquis Eaton, Relations with Bar in Tax Practice 
(New York, 1957), p. 2, """""" 
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ihe responsibility of preventing disagree; icnts, 'xcoontants, 

in the prevention of conflict, should not narrow their field 

of competence,*^ The accountant's primary duty is to provide 

for the best interests of the client. This duty can be dis

charged only by the proper referral of all arê is of tax 

practice within the exclusive competence of lawyers. 

';i 

. » • • 

9 
Queenan, "Lawyers and CPAs," p, 1|9» 



'̂ • ' CHAPTER V 

THE LEGISLATIVE AND A D , : I N I S T R A T 1 V E ?XJBLIC 

The Prob lem of U n f a v o r a b l e L e p j i s l a t i o n by t h e S t a t e s 
ti r 

ti The problem of regulatory legislation has beon preva

lent for several decades. The American Society of Certified 

Public Accountants, prior to its merger with the Institute, 

actively promoted regulatory legislation. The Institute, on 

the other hand, generally opposed it. In 19314-, a resolution 

was adpoted by the Institute which stated txiat regulatory 

legislation was not compatible with the interest of the 

certified public accountant or the interest of the business 

or investing public. 

Following the merger of the American Society of Cer

tified Pvdalic Accountants and tie Institute, the Council of 

the Institute stated t :at the national organization would be 

neutral on the subject and leave it for the states to decide, 

As a result of a questionnaire sent to each member in 19^6, 

the council resolved that regulatory legislation would be 

encouraged. Trie resolution was short-lived, however, and in 

X^hfi the council adopted neutrality on the matter for the 

Homer J, Henning, "How to Combat Legislation Unfavor
able to the Profession," The American Institute of Accountants 
195U- Annual Meeting Papers (New York, 1951j-)» P* 107. Hereafter 
cited as Henning, %ow to Combat Legislation," 

L « ^ -
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second time. 

In 1956, the Council asain resolved to support regu

latory legislation more actively, A statement of policy was 

drawn up, and a "Form Bill" was formulated as a f?uide for the 
A. 

State societies,^ 

This situation has been a result of the increased 

demand for accounting services. Individuals with varied 

training in accountiixg have entered the field to supply this 

additional demand. Once these individuals have established 

themselves, the human desire for fellowship, organization 

and recognition is felt. Many continue t";eir training and 

become certified public accountants to satisfy these desires. 

The element concerned in the problem, however, is that portion 

which desires fellows^^ip, organization, and particularly 

"recognition" without demonstrating t leir ability or status 

for such recognition,^ 

If accounting and financial reporting have attained 

sufficient importance in the present economy to justify the 

standards of competence and ethical conduct whicx; t:ie Amer

ican Institute of Certified Public Accountants proposes for 

all professional accountants, then it is only logical to 

restrict the use of designations indicating professional 

2 
Henning, "How to Combat Legislation," p, 109. 

3 
A . I . C . i ' . ^ . , 1957 ilnnual Repor t , p , 19 , 
Henning, "Hovf t o Combat L e g i s l a t i o n , " p , 109 , 
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! 

competence and responsibility to those who have demonstrated 

these qualities,^ 

When legislation is proposed, it Is sometimes diffi

cult to determine w ere the opposition is to come froa. 

During the consideration of the 19l;9 accountancy act in O' e 

state, the newspaper association lobby opposed t e section 

which gave the State Board of Accountancy the authority to 

promulgate rules and regulations for a code of ethics, ihe 

lobby felt that the Board should not have t'le authority to 

prohibit accountants from advertising,° 

Coordination of State Societies with A.I.C.P.A. as a Solution 
II I II • I I II I >i I I I n I I I I I I I I I 11 -

At the annual meeting of the meiribers of the American 

Institute of Certified Public Accountants, in September, 1956, 
7 

the Council adopted a Statement of Policy wtdch is: 

1, The public welfare, which is affected by the 
activities of certified public acco mtants and 
of persons calling themselves public accountants v 
or using similar designations, justifies the 
enactment of licensing laws which establish meas
ures of control and standards of competence for 
profesnional accountants. 

5 -̂  Editorial, "A Legislative Policy for the Accounting 
Profession," Journal of Accountancy, CII (1956), p, 35. 
Hereafter cited as Editorial, "A Legislative Policy," 

John L, O'Brien, "A Legislator Looks at Accounting 
Legislation," Journal pf Accountancy, CV (1956), p. l̂-O. 
Hereafter cited as O'Brien, "A Legislator Looks at Accounting," 

7 
j Editorial, 'LA Legislative Policy," pp, 35-36, 
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r 
I 2. Ultimately all professional accounting work 

should be performed by certified public account
ants who have satisfied educational and experience 
requirements and have demonstrated competence by 
passage of examinations. Ultimately all other 
persons should be prohibited from using the term 
public accountant or any other term which may be 
taken to mean that the person so designating him
self is competent to practice accoiintancy at a 
professional level. 

3. The attainment of the ultimate objective of 
limiting the professional practice of accountancy 
to certified public a ccoxintants in terms of timing 
and of the manner of accomplishment must be 
decided by each state in the light of existing 
circumstances and without pressure from outside 
the state for immediate action. 

1].. Constitutional provisions require that persons 
in practice as public accountants as principals 
when a licensing law Is enacted must not be de
prived of their means of livelihood. Such 
persons must therefore be permitted to register, 
and in so doing should become subject to control 
and to provisions for revocation of their licenses 
for unprofessional conduct. 

5. After the initial licensing of public account
ants no further registration should be permitted 
except for those who acquire the CPA certificate 
by examination, since the public would be confused 
by the perpetual licensing of two classes of pro
fessional acco"untants under similar titles but 
with different standards. 

6. In the states and territories which have adopted 
a licensing law, reopening the registration of 
public accountants would be contrary to the public 
welfare, since it would attribute professional com
petence to persons who had not demonstrated such 
competence, 

7. Only certified public accountants or public 
accountants subject to control under licensing 
provisions should be permitted to sign financial 
statements with any wording indicating that they 
have expert knowledge of accounting or auditing, 

8. No one should be prevented from doing accounting 
work for mere than-one empl^yer^,~^r©vi4ed he xioes 
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not hold himself out as a certified public 
accountant or public account î nt, or does not 
sign financial statements in a manner '.hlch 
adds to ti'cir credibility, 

9» Free passage of certified public accountants 
and other licensed public accountants across 
state lines in response to tio needs of t eir 
clients should not be impeded by legislation. 

At the same time, the Council ap rove.: in principle a 

draft of a regulatory accountancy law prepared by the com-

iftlttee on state legislation which would implement this 

policy. It was pointed out by the Council thit tie primary 

purpose of the "Form Bill" was us a guide. Each particular 

state would have to change it to meet the circumstarxes in 

its locale. 

The position of the American Institute of Certified 

i'ublic Accountants is further enhanced by refraining from 

encouraging legislative changes In a state until such ti:ie 

as the state society of certified public accountants sets 

the necessity for such action. When the state society decins 

it necesnary, the Institute will aid tne society in improving 

its present law, or in resisting any proposed cumgcs by 

other publics which would lower the sta-idards of the profession,^ 

Every state society member should becoiue better ac-

quainted wltl? tre members of bis st te's legislative body. 

A.I.C.P.A., 1957 Annual Report, p. 19. 

^ Editorial, "A Legislative Policy," p, 37. 
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Legislators In many states have very little knowledge of the' 

function of the American Institute of Certified Public 
10 

Accountants. The state society could appoint a legislative 

committee composed of members who have the interest and the 

L , 11 

background of experience to understand the problem. An 

established committee could prove Invaluable in the event of 

a proposed move toward unfavorable legislation. 

The Grovernmental Regulating Agencies 

j 

I In the past decade Increasing attention has been 

focused on the subject of improving federal financial manage-

inent by the two Hoover Commissions, the Joint Accounting 
I 

Program, and the Budget and Accounting Procedures Act of 1950, 

In December 1914-7, the Comptroller General, the Secre

tary of the Treasury and the Director of the Bureau of the 

Budget inaugurated "The Joint Program to Improve Accounting 

In the Federal Government."^ The program Included the 

following aspects: 
1. The executive branch should be responsible for 

its own accounting and reporting systems. 

^^ O'Brien, "A Legislator Looks at Accounting," p. i;l. 

"̂̂  Henning, "How to Combat Legislation,"?. 111. 

^2 The District of Columbia Institute of Certified 
Public Accountants, "The CPA and His Government," Journal of 
Accountfincy, CIV (1957), p. 50, Hereafter cited as District 
of Coiiimbla Institute, "The CPA and His Government." 
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^̂  The General Accounting urfice (a Cohgresslonal 
agency) should perform an Independent audit of 
the executive branch, 

3. Adequate accounting systems would contribute 
to the effectiveness of the audit. 

k* 'The accounting systems should be developed 
co-operatively by the executive agencies and 
the central agencies so as to meet the needs 
of Congress and of the executive branch. 

I The first Hoover Commission presented a survey that 
I 

|was h e l p f u l i n the passage of the Budget and Accounting Pro-

jcedures Act of 1950."^^ The r e s p o n s i b i l i t y for e s t a b l i s h i n g 
i 

and maintaining systems of acco\inting and internal control 

I is reflected in Section 113 of the act. 

Sec 113 (a) The head of each executive agency shall 
establish euid maintain systems of accounting auid 
internal control designed to provide: 

(1) Pull disclosure of the financial results 
of the agency's activities; 

(2) Adequate financial information needed for 
the agency's management purposes; 

T3) Effective control over the accountability 
for all funds, property, and other assets for which 
the agency is responsible. Including appropriate 
Internal audit; 

(1̂.) Reliable accounting results to serve as the 
basis for preparation and support of the agency's 
budget requests, for controlling the execution of 
its budget, and for providing financial information 
required by the Bureau of the Budget under Section 
213 of the Budget and Accounting Act, 1921. 

(5) Suitable integration of the accoxinting of 
the agency vith the accounting of the Treasury 
Department in connection with the central account
ing and reporting responsibilities Imposed, on the 
Secretary of the Treasury by Section llii- of this 
part. 

^^ niotPlot of Columbia-Institutê -Ĵ Thfi-_CPA.and.JiiÂ  
Government," p. 51• 
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(b) The accounting systems of executive 
agencies shall conform to the principles, stand
ards, and related requirements prescribed by the 
Comptroller General pursuant to Section 112 (2) 
of this part. 

The second Hoover Commission made seven recommenda

tions of which six were Included in Public Law 863. The 

recommendation that was not Included was that of accrual 

accounting procedures. The commission further recommended 

that a new Staff Office of Accounting headed by an assistant̂  
I 

director be established under the Director of the Bureau of 

the Budget. This recommendation was inaugurated in July, 1^56. 

Public Law 863 provides the framework for greater improve

ments in making federal financial management more effective 

and financial reporting more informative and useful in the \ 

^ ^ ^k 
future. 

Formulating Agency Policies 

In 19l|-5, the General Accounting Office and other 

agencies began a program to attract trained accountants into 

their ranks. In January 1957, the General Accounting Office 

stated that of 1,350 accountants employed by it, 300 were 

15 
certified public accountants. The government has begun 

^^ District of Columbia Institute, "The CPA and His 
Government," p. 52, 

^ District of Columbia Institute, "The CPA and His 
Government," p. 51;# 
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contracting with certified public accountants for the rendi

tion of audit and financial consulting, services. 

There is, however, a broader field of endeavor which 

the certified public accountant is qualified, through his 

training and ability, to enter. The District of Columbia 

Institute of Certified Public Accountants lists four possi

bilities in this field wnich are:-̂ ^ 

1, * • , active participation in governmental 
affairs at all levels . . , 

2, , • • by analyzing and interpreting pro
posed legislative programs in terms of londer-
standable present and future costs, tae CPA 
can aid in guiding tae business comriiunity and 
his fellow citizens toward the selection of 
sound goverrmiental programs, 

3, By contributing to the program of refining 
and revising the tax system • , . keeping t"̂ e 
tax structure workable and in step with pres
ent economic requirements is essential to the 
preservation of our voluntary tax payment 
system, 

I4.. By making available and applying to govern<-
mental activities the technical knowledge , • , 
the CPA can make significant contributions to 
the cause of efficient and effective government. 

The certified public accountant has a duty as a 

citizen and a meriber of is profession to ap ly his inforraed 

judgment and knowledge toward effecting a better ai d more 

efficient government. 

^^ District of Columbia Institute, "The CPA and His 
Government," p^J^, 



CHAPTER VI 

THE EDUCATIOML PUBLIC 

A.I.C.P.A. Public Relations Policies 

Substltion of education for experience as a prerequi

site for becoming a certified public accountant has been in 

existence for many years. 

The majority of the Commission on Standards of Educa-

tlon and Experience for Certified Public Accountants recorame|nd 

a gradual removal of the experience requirement. However, 

they maintain that the experience requirement be kept until 

the profession's educational facilities are adequate to com-
1 

plete the transition. It is possible that the type of 

schools the Commission has In mind will not be developed 

until the accounting profession is more active in its interest 

in and support of such a program. The need for better 

academic training for public accounting is receiving the 

attention of the American Institute of Certified Public 

Accountants and the American Acco\inting Association. 

The Institute has been conducting programs to attract 

students with above average intelligence quotients to the 

^ Editorial, "Education for Accounting," Journal of 
Accountancy^ CIV (1957). P. 29. 

36 
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accounting profession for more than a decade. In 19:;2, a 

comraittee on Accounting Personnel v̂ as e-tablisl.od to in

crease the efforts of the Institute in conducting tuis 

program.2 Tlie Kuder Accounting Aptitude Tests, developed 

under the auspices of tJio Institute to be used in determining 

a student's suitableness to accounting, have been used very 

little in a relative sense.^ The Institute as also devel-

joped numerour printed, audio, and visual tecnniques to 

I Inform high school students of the ov^portunities in ti.e 

career of accountancy. One of the Institute's films, 

"Accounting, toe Language of Business," was recently shown 

:to accounting students at Texas Teclrinologic a College, 

State Society Public Relations Policies 

In regard to the use which has been made of the Kuder 

Accounting Aptitude Tests, state societies and chapters of 

certified public accountants could increase their use by 

I Informing educator?^ of their cxistevce and ti e benefits to 

be derived from the use of the tests. 

In February 1955> the California Society of Certified 

Public Accountants incorporated the following five phases 

2 
Editorial, "Education for Accounting," Journal of 

Accountancy. CIV (1957), p. 25. 
3 

John A, White, "Problems in Accounting Education," 
ProceedinKs of the Ninth Annual Accounting Conference 
(College Station, 1956), p. 12,._ 
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[In their public relations program.^ 

I 1. Through the Society's Committee on Education, 
establish a close working relationship, by 
both correspondence and personal contact, with 
all educational institutions teaching accounting. 

2. Establish the Society as an agency to which 
educational institutions can look for coordina
tion, placement service, information about 
practicable applications, instruct6rs, infor
mation about current trends, accounting conference 
assistance. 

3. Offer the Society's services whenever possible. 

I|.. Hold special ma etlngs with accounting students, 

5. Invite accounting students to chapter meetings. 

The California Society has also made extensive use of 

some of the films prepared by the American Institute of 

iCertifled Public Accountants.^ One of the films, "Accounting, 

the Language of Business," reported 333 showings and an 

extended list of bookings for the shorter version of the film 

for television. The Society's Placement Service announced 

the distribution of the A.I.C.P.A. service pamphlets by the 

chapter committees, and that the ten courses available under 

the continuing education program had been presented to 3,122 

^ The California Society of Certified Public Accoimt-
ants, "The Society's Public Relations Program," The California 
Certified Public Accountant, XXII (1955), P. 20.Hereafter 
cited as California Society, "Public Relations Program." 

The California Society of Certified Public Account
ants, "Minutes of the Board of Directors Meeting," Hie 
California Certified Public Accountant, XXII (1955), P. 26. 
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students in 66 schools with an average ê r̂ol mê it of 37 

students per class. 

The Vermont Society of Gortiflel Public \ccountants 

prepared a twelve pap;e booklet wr. ich was cô ĉerned with t .e 

presentation of the functions and services of certified 

public accountants. The booklet began by expounding the 

phrase "Meeting a Public Heed," and proceeded into the 

various services performed by accountants. It ulso inter

preted the professional standards and explainel t e uses ai-d 

needs for professional societies. 

A booklet of this ty[.e prese -tp, the "CPA story" in 

such terms as can be understood by tlie layman, and for t-:is 

reason is invaluable in informing students ab^ut the profes-

sion. 

The Individual Practitioner 

Many state societies have organized Comniitte-.s on 

Education with sub-comiriittees of speakers' bureaus and place

ment services. The speakers' bureaus provide speakers to 

address students on "career days" and to follow film presen

tations. The individual practitioner snould seek every 

means possible to present iiirnself for work on these com.ittees, 

The Vermont Society of Certified Public Accountants, 
The Certified Public Accountant in Vermont (Burlington, 1951), 
2 VV* E 

file:///ccountants


The composite action of many individuals is necessary 

to raise the level of public opinion of the profession and 

to establish the importance of accountancy in the minis of 

educators and other mentors of public opinion. 

To obtain the cooperation necessary to solve the pro

blem of specialized schools, the American Institute of 

Certified Public Accounts, the American Accotmtlnf 

Association, and the individual practitioner i<̂  going to 

have to "sell" the professi6n more vigorously to the various 
7 

publics involved. 

"̂  Charles T. Zlatkovich, "Training for en Accounting 
Career," The Accounting Review. XXXIII (1958), P. 197. 
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RELATIONS WITH INDIVIDUAL PRACTITIONERS 

Ethical Considerations 

The six rules of professional conduct applying to 

the relationships between individual practitioners are:"̂  

Rule 1, A firm or partnership, all the individual 
members of which are members of the Institute, may 
describe itself as "Members of the American Insti
tute of Certified Public Accountants," but a firm 
or partnership, not all the individual members of 
which are members of the Institute, or an individ
ual practicing under a style denoting a partnership 
when in fact there be no partner or partners, or a 
corporation, or an individual or individuals prac
ticing under a style denoting a corporate organiza
tion shall not use the designation "Members of the 
American Institute of Certified Public Accountants." 

Rule 7. A member shall not directly or Indirectly 
solicit clients by circulars or advertisements, 
nor by personal communication or Interview, not 
warranted by existing personal relations, and he 
shall not encroach upon the practice of another 
public accountant. A member may furnish services 
to those who request it. 

Rule 8. Direct or Indirect offer of employment 
shall not be made by a member to an employee of 
another public accountant without first inform
ing such accountant. This rule shall not be 
construed so as to inhibit negotiations with any
one who of his own initiative or in response to 
public advertisement shall apply to a member for 
employment. 

^ A.I.C.P.A., By-Laws, pp. Ii;-l5. 

hi 



h2 

Rule 10. A member shall not advertise his profes
sional attainments or services: 

(a) The publication of what is technically 
known as a card is restricted to an announcement 
of the name, title (member of American Institute 
of Certified Public Accountants, CPA, or other 
professional affiliation or designation), class j 
of service, and address of the person or firm, i 
Issued In connection with the announcement of 
change of address or personnel of firm, and shall 
not exceed two columns in width and three Inches 
In depth if appearing in a newspaper, and not 
exceed one-quarter of a page if appearing in a 
magazine or similar publication. 

(b) A paid listing in a directory is res
tricted to the name, title, class of service, 
address and telephone number of the person or 
firm, and it shall not appear in bold type, box, 
or other form of display, or In a style which 
differentiates it from other listings in the 
same directory. 

Rule 111-. A member shall not make a competitive 
bid for professional engagements in any state, 
territory, or the District of Columbia, if such 
a bid would constitute a violation of any rule 
of the recognized society of certified public 
accountants or the official board of accountancy 
in that state, territory, or DllStrlct. 

Rule 18. A member who receives an engagement for 
services by referral from another member shall 
not extend his services beyond the specific en
gagement without consulting with the referring 
member. 

The Role of the American Institute of ' 

Certified Public Accountants 

! Article I of the By-Laws of the American Institute of 
i 

Certified Public Accountants lists the following objectives: 

^ A.I.C.P.A., By-Laws, p. 3. 
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. • , to unite the accountancy profession in the 
United States, territories, possessions, and the 
District of Goliambia; to pro note and maintain 
high professional and moral standards within the 
accoimtancy profession; . . . to safeguard the 
interest of certified public accoimtants; to ad
vance acco\mtlng research; to develop and improve 
accountancy education; and to encourage cordial 
relations among certified public accountants 
practicing In the United States of America and 
accountants of similar status in the other 
countries of the world. 

The American Institute of Certified Public Accountants 
i 
published a lIi page booklet presenting the Institute's public 

relations program.-' The Institute's program can be divided 
i 

linto two parts: the internal program. Involving relations 

t̂ lth members; and the external program, which concerns 

[people outside the profession. These two phases are inter

dependent . 

I The basic steps in the Institute's public relations 

planning are: 1, organizing and financing public relations, 

2, conducting opinion research, 3. establishing the Insti

tute's policies and objectives, 1;. selecting methods of 

coraraunlcation, and 5. carrying out the program. 

An Important part of the Internal relations phase of 

the program is the selection of media for communication. 

The Institute utilizes a monthly publication. The Journal of 

I ^ American Institute of Accountants, Public Relations 
Prop;ram of the American Institute of Accoimtants (New York. 
1950), lU pp. " 

. • \ 

V' 
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Accountancy, as well as direct mall messages, published 

bulletins and articles. 

The Role of the State Societies 

The committee on public relations of the Illinois 

Society of Certified Public Accountants prepared a reference 

guide for the chapters of the society. The booklet presented 

an outline to assist the chapters in carrying out the initial 
k 

stages of a planned activity. Attention was called to the i 

fact that at the onset, only those projects which could be 

carried out effectively should be undertaken, rather than 

dissipate the efforts of the chapter on a too complex or 

elaborate program. The outline included: 

1. One or more technical sessions for chapter 
members only. 

2. A dinner meeting with the local banking or
ganization. 

3. A social meeting for chapter members and 
their wives. 

ij,, A Itmcheoti or dinner meeting jointly spon
sored with the local chamber of commerce or 
organized business group, to which leading 
business and professional men, public officials 
and legislators may be invited. 

5, A planned program of press releases on any 
activities sponsored and the establishment of 
the chapter as a source of dependable infor
mation on accounting and tax matters with local 

k Illinois Society, Public Relations Program, p. 11. 
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newspapers, 

6, A program to insure an increase in speaking 
engagements by chapter members. 

Half of the steps presented in t le outline were cen

tered around the promotion of better relationsriips among the 

members of the state society by the ready exchange of infor

mation. 

The number of publications published by tue state 

societies are not as numerous as those of t>.e national or

ganization, lost of the state societies, hovjever, prepare 

a mont ly booklet or newsletter. These newsletters can be 

more Informative In some cases. The survey made by the 

Illinois Society's public relations counsel revealed that 

the membership was very well satisfied with the media and 

content of internal com: unications, but would desire a 

greater emphasis on the external comrunications of the 

society,-^ 

The Role of the Individual rractitioner 

The relations of the individual practitioLicr with t.e 

other members of his profession can be improved if he will 

assume the opportunity and the obligation ho has as a member 

5 
Illinois Society, Public Relations Survey, p, 23, 



1+6 

! rto:^ 

1, attend chapter meetings and take part in their 
proceedings, 

2, accept responsibility for chapter welfare, 

3» serve on committees, 

l|., study the needs of lis comjTiunity for CPA 
services 

5« develop ways and means and participate in 
telling the "CPA story" to the community, 

6. establish wider personal contacts in business 
and social life. 

7. concentrate upon some specialty of service to 
the ciiapter, 

8. work to incre ise Society membership in the 
chapter. 

Illinois Society, Public Relations Program, p, 1. 



CHAPTER VIII 

THE GENERAL OR IlfVESTING PUBLIC 

Public Interest 

The dual role of the certified public accoiintant in 

fils relationship to the client and third parties has increased 

|the need for a greater degree of public interest in his pro-

{fesslonal representations. 

Under the common law, the certified public accountant 
i 

Us liable to the client for negligence and to third parties 

for gross negligence. The reason for a greater liability to 

the client than to third parties is primarily because of the 

lack of the contractual relationship between the certified 

public accountant and third parties. 

I The potentially undefined responsibility under the 

common law to third parties has led to statutory laws of 

civil liability to Investors, which go beyond the limitations 

of the common law In such matters as duty, proof of reliance, 

and burden of proof as to negligence or fraud.^ 

Because of the stat\itory laws, the certified public 

laccountpnt must realize the need for informing the general or 

[investing public as to the nature of the services rendered 

Howard Stettler, Auditing Principles, (Englewood Cliffs, 
1956), pp, 2l;-30. 

I Saul Levy, Accountants' Legal Responsibility, 
T!Jew York, 19bU), PP. ^-?. 

kl 
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[and the standards by which these servTces~Th^uld be judged7~ 

I Since all of the third parties who may rely on the represen

tations of a certified public accountant can not know the 

I accountant personally, they must have confidence in the 

accounting profession generally.3 

The provision of information is only a part of the 

task. It is essential to arouse in the public a /r'̂ eater 

Interest in the accounting profession. One objective of a 

public relations program is to dispel the indifference of 

the public and to arouse passive attitudes into active inter

est in the issues which concern the welfare of the public. 

Ethical Considerations 

The 3?ules of professional conduct applicable to the 

general or investing public are:-' 

Rule 3. Commissions, brokerage or other partici
pation in the fees or profits of professional work 
shall not be allowed directly or indirectly to the 
laity by a member or an associate. 

Commissions, brokerage or other partici
pation in the fees, charges or profits of work 
recommended or turned over to the laity as Incident 
to services for clients shall not be accepted di
rectly or indirectly by a member or an associate. 

3 John L, Carey, "Professional Ethics and the Public 
Interest," Journal of Accountancy, CII (1956), pp. 38-39. 
Hereafter cited as Carey, "Professional Ethics." 

^ Canfield, Public Relations, p. I4.O. 

^ A.I.CPiAtt By-Lavs, pp. 1U-15. 
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17 ̂̂ile~"5. A member or an asso^Tate^^shalT not engage 
in any business or occupation conjointly with that 
of a public accountant, which Ir, Incompatible or 
Inconsistent therewith. 

Rule 5. In expressing an opinion on representations 
in financial statements which he has examined, a 
member or an associate shall be held ruilty of an 
act discreditable to the profession If: 

(a) He fails to disclose a material fact knovm 
to him which is not disclosed in the financial 
statements but disclosure of which is necessary to 
make the financial statements not misleading; or 

(b) He falls to report any material misstatement 
known to him to appear in the financial statement; or 

(c) He is grossly negligent in the conduct of his 
examination or in making his report thereon; or 

(d) He failF' to acquire sufficient information 
to warrant expression of an opinion, or his excep
tions are sufficiently material to negative the 
expression of an opinion; or 

(e) He fails to direct attention to any material 
departure from generally accepted accounting prin
ciples or to disclose any material omission of 
generally accepted auditing procedure applicable in 
the circumstances. 

Rule 9. Professional service shall not be rendered 
or offered for a fee which shall be contingent upon 
the findings or results of such service. This rule 
does not apply to cases involving federal, st!:̂te or 
other taxes, in vrhich the findings are those of the 
tax authorities and not those of the accountant. 
Pees to be fixed by courts or other public author
ities, which are therefore of an indeterminate 
amount at the time when an engagement is under
taken, are not regarded as contingent fees within 
the meaning of this rule. 

Rule 12. A member or an associate shall not permit 
his name to be used in conjunction with an estimate 
of earnings contingent upon future transactions in 
a manner which mey lead to the belief that the mefli-
ber or associate vouches for the accuraoy of the 
forecast. 

Rule 13, A member or an associate shall not express 
his opinion on financial statements of any enterprise 
financed in whole or in part by public distribution 
of securities, if he owns or is committed to acquire 
a f inanc 1 a 1 Intere-st in. the enterprise which is 



50 

substantial either in relation to its capital or to 
his own personal fortune, or if a member of his 
immediate family owns or is committed to acquire a 
substantial interest in the enterprise. A member or 
an associate shall not express his opinion on finan-
clnl statements which are used as a bosis of credit if 
he owns or is committed to acquire a financial interest 
In the enterprise which is substantial either in rela
tion to its capital or to his ovm personal fortune, 
or if a member of his i.nmedinte family ô  ns or is com
mitted to acquire a substantial Interest in the enter
prise, unless in his report he discloses such interest. 

v̂'le 15. A member engaged in an occupation in which 
he renders services of a type performed by public 
accountants, or renders other professional services, 
must observe the by-laws and rules of professional 
conduct of the Institute in the conduct cf that 
occupation. 

These rule of professional conduct give third parties 

a basis for confidence in the certified public accountant. 

They can have confidence that he has performed his work in 

Conformity with objective standards, and thst he is Independ-
i 
4nt in expressing his opinion. They are guides to right 
i 

4ction, to action which will develop the professional attitude, 
I 6 
dnd thus deserve public confidence. 

Methods of Improving Relations 

The Georgia Society of Certified Public Accountants, 

In its attempts to develop better relations between the 

accounting profession and t \e general or investing public. 

Carey, "Professional Ethics," p. 39. 
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incorporated the following phases into its public relations 
7 

program:' 

Through the coordinating facilities of t e society, 

speeches were made by accountants before civic and business 

groups. Some of these groups iiero farmers, business groups, 

manufacturers, bnnkers, and credit associations. 

The society, at all times and in all manners and 

methods, publicized the professional dignity and the proges-

Sional ethics of the certified public accountant v;it:i special 

emphasis on t'ese tonics: 

(a) Integrity 
(b) education 
(c) Icnowledge and- intelligence 
(d) independenc e 

The manners and methods of publicizing the "CiA story" 

are the public relations tools and techniques v̂ 'hich will be 

detailed in tie next chapter. It may be noted, however, tint 

one of the most effective tec miques is that of public 

speaking. Other tools included will be c'^ose of ̂ r̂inted, 

audio, and visual uses. 

' Elliott C. Serotta, "A Good Public ielatio-s Program 
5n a Small Budget," i\merican Institute of Accountants' Annual 
Meeting Papers 1951i (New York, 195i|), p. 101. 



CHAPTER IX 

SUGGESTED PUBLIC RELATIOl.S TOOLS Ai.D T̂ CHIIÎ UES 

Speakers' Bureaus 

Although Impersonal methods of communication are nec

essary to reach large numbers of people quickly and at a low 

cost, the spoken word still remains the most effective means 

of communication between people. The principal advantages 

of good oral communication are: 

1. A strong personal appeal is created by the per
sonality of the speaker BQ well as by the warmth 
and humanness of his presentation. 

2. Spoken words are the most direct medium of com
munication. A speaker can convey his message 
without a loss of meaning vjhich often occ\irs 
when ideas are communicated in printed announce
ments. 

3. Personal communication can be more forceful. 

i;. iiany persons w±ll listen to a speech who would 
not go to the effort of reading a lengthy 
message. 

5. Spoken words are more likely to arouse hearers 
to action than other methods of communication. 
A skillful speaker, by forceful persuasion, can 
induce listeners to act upon a proposal. 

Some of the ways speech is used in employee relations 

are: 1. to inform employees of firm policies, 2. to train 

employees in furthering the public relations of the firm. 

Canfield. Public Relations, p. 661;. 
1 
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'̂, to train supervisors to serve as effective media of com

munication with the staff. 

In educational relations, oral communication is used 

|to discuss policies and objectives with groups of educators; 

to tell students about the profession and its objectives; and 

Ito discuss proposals at local, regional, and national educa-

;tional meetings. 

In government relations, speech Is often used to dis

cuss policies and pending legislation with legislators, and 

to promote better relations with local, state, and national 

government officials in meetings sponsored by the chapter, 

society, or the Institute. 

The principal types of oral communication used in a 
i 

public relations program are; 1. lectures, 2. persuasive 

bpeeches, ''̂  round-table conferences, [{_. panel discussions, 
i 

^. question and answer discussions, 6. oral testimony, 7. in 

2 
formal conversfetion. 

A complete speakers' bureau kit for state societies 

br chapters can be obtained from the Department of Public 

Relations of the American Institute of Certified Public 

Accountants,^ A copy of this file, "Operating a Speakers' 

Bureau," is very helpful in establishing a bureau. 

2 Canfield, Public Relations, p. 6I4.6. 

^ Illinois Society, Public Relations Program, p. 7. 
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Ihe effectiveness of a^^ublic speaklng' program depends 

not only on well-trained speakers but on the fact that 

speakers must also have something worthwhile and interesting 

to say. A major responsibility of a speakers' bureau is to 

collect and organize current material for use by speakers. 

Many speakers prefer to organize their own presentations by 

drawing upon prepared material and supplementing it with 

subject matter related to local interests. 

Another primary function of a speakers' bureau is the 

promoting of engagements for speakers. Local promotion of 

speaking engagements is the accepted practice in most 

national organizations. An effective method of promoting 

speaking engagements is by personal contact with the pro-
.1. I 

gram chairmen and officers of local clubs and groups. 

The bureau could maintain a file of available speakers 

within the organization with complete information about each 

speaker. When a request comes to the bureau for a speaker, 

information would be accessible on the subjects which each 

speaker can discuss, biographical material on each speaker, 

previous speaking engagê aents filled, and reports on audience 

response, so that the best available speaker can be selected 

for the engagement. 

Arrangements could be made with club program chairmen 

for press coverage of a speech. Advnnce press releases could 

be distributed and interviews viith the speaker by the press 

arrangedrr- Valuable publicity in local newspapers, business 
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magazines, and radio stations can be secured for significant 

speeches. 

Printed, Visual and Audio Aids 

Publicity is news prepared by the chapter, society, 

or the Institute to advance its interest, It is gratuitously 

published by newspapers, magazines, and other business 

publications or broadcast by radio or television stations. 

Publicity is one of the basic tools of public relations, a 

jmeans of informing the publics about policies and acts in 

k 

order to gain public understanding and goodwill. 

Effective publicity depends on good press relations. 

Without the goodvrill and co-operation of editors, publishers, 

and broadcasters, the best prepared publicity fails to 

acccaapllsh its purpose. The general objectives of press, 

J'adio, and television publicity are :5 
1. to secure acceptance of the profession and its 

policies, 
i 

i 2. to secure acceptance of the acts and services of 

i;he members of the profession, 

3, to Inform the public about basic problems confront

ing the profession. 

^ Canfield, Public Relations, p. I4-89. 

^ Canfield, Public Relations, p. I1.89-I4.9O. 
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Î , to render a public service" by informing the public 

about the work of worthy charitable, social service groups 

with whom the individual practitioner is associated, and to 

^nlist public support of their activities. 

The Illinois Society of Certified Public Accountants 

lists these points to be observed in the dissemination of 

publicity:^ 

a. Judge everything you send to a nevzspaper from 
the point of view of the editor who has many 
readers, representing all interests and tastes 
to satisfy. Send facts - recent and Interesting -
but not conjecture or opinion, 

b. Get an editor to tell you the kinds of stories 
he would like from you and see if you can furnish 
him material according to his prescription. 

c. Give each newspaper in your area the name, 
address and telephone number of one or more per
sons in authority he can always query on chapter 
matters or, who is always willing to be called 

I in case the editor wants help on any story involv-
I Ing an accounting angle. 
I d. Provide a background sheet on speaker and subject 
' to newspapermen attending any of your meetings. 
I e. Try to cultivate newsmen to the end that they 

are interested in CPAs and the chapter, frequently 
I they will suggest story opportunities to you. 
I f. Follow the regular rules for press releases: 
I Typewritten; doublespaced on one side only of 

8-5-" X 11" paper; your name, address and tele
phone number at the top, a release date shown; 
ample margins and room above the fir^t paragraph 
for the editor's headline. Photos should be fully 
identified on paper pasted on the edf-e, not in 
writing on the back. 

g. Get the name of the ** " Chapter of the Illinois 
Society of Certified Public Accountants in the 
first paragraph, but not in each succeeding one. 
In the larger cities, always follow a personal 
name with the Individual's residence address. 

Illinois Society, Public Relations Prop;ram, p, 9. 
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l^e Amel^can Th^strtu^e of Cert i f i ed Public Accountants 

has prepared a guide e n t i t l e d Press Publ ic i ty and How to Get 

r t which i s ava i lab le t o the chapters or s ta te soc iet ies .*^ 

Printed aids to publ ic r e l a t i o n s programs which serve 

as i n t e r n a l media are: 

1. Specialized magazines. Journal of Accourtancy, 

2. Regional bulletins, California Certified Public ' 

Accountant. j 

3. Newsletters, Relations with Bar in Tax Practice, ' 

k» Pamphlets, The General Recognition of Accountancy 

as a Profession. 

5. House organs, Arthur Young Journal. 

6. Other distribution material such as the publication 

Iof an address before the Illinois Society of Certified Public 

Accoimtants on Financial Reporting in a Changing Society by 

Marquis Eaton, past president of the Institute. 

Visual Aids are used primarily by speakers. They 

attract and hold the attention of the audience, and make it 

possible for a speaker to communicate a message to an 

audience in less time than an oral explanation would require. 

Ideas may be repeated with visual aids without tiresome 

oral repetition. Some types of visual aids msed are charts, 

graphs, flip charts, slide films and motion pictures. 

7 Illinois Society of CPAs, Public Relations Program, 
p. 9. 
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The Amerlcan" Institute ol^Certlfled Ptibllc Accountants 

has prepared numerous films for showing to audiences. The 

Institute also sends questionnaires for the comments of the 

audience. In this manner, new ideas for the improvement of 

the presentation are obtained. 

The Institute has prepared shorter versions of some 

films for use on television. Other preparations include tax 

transcriptions for use on radio stations during tax seasons. 

The Illinois Society of Certified Public Accountants have 

jplanned joint programs with internal revenue agents on Income 

tax information to be presented on radio and television 

stations. 

Community or Civic Affairs 
i 

I George E. Perrln, past vice president of the Instl-

tute, stated that a certified public accountant should 

demonstrate that he is a person "needed by the community:" 

1. because his professional competence is a necessity to the 

Successful conduct of the community's affairs, and 2. because 

ke is the type of person who is enlisted on the side of 

Worth-while community projects and endeavors. If the certified 

• 1 
i ^ A.I.C.P.A., Annual x'-ieetinp!: Papers 1951;, p. 100; 
Illinois Society, Public Relations Propiram. p. 10. 
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|>ubXi:c acc ount ant achleve s re c ogni"t 1 on in both capacities, he 

Can gain acceptance as a member of an important profession and 

fes a citizen of high quality. 

The Georgia Society of Certified Public Accountants 

lists the following four techniques in community or civic 

iffairs:^^ 

a. Participation by accountants in civic, community 
activities. 

b. Community Chest advisor activities, and audits of 
small civic groups. 

c. Serving on budget ani finance committee?•.. 
d. Installation of accounting systems for civic, 

community, and religious groups. 

As the certified public accountant performs community 

^ervice he gains in stature. Hence, one public relations 

function of the chapter could be to assess the contributions 

to community life being made by its members and to encô U7age 

<ixpanslon of the efforts expended wherever it is desirable. 

^^ George E. Perrln, Your Community Neeas lou (Chapel 
Î lll, 1952). p. 5. 

I ^^ A.I.C.P.A., Annual îieetlnf:: Papers 195Ii.. p. 100. 



CHAPTER X 

SUMMARY AND CONCLUSION 

Summary 

The problem of lack of understanding of the functions 

and services of the certified public accountant is very i 

pronounced. The solution to this problem involves the pro

viding of information to the various publics of the acco\intant 

in order thet they may have rational opinions concerning thei 

status of the profession. 

To determine the need for information by a particular 

public, each public was examined herein from the standpoint 

of the ethical considerations involved, and the problems 

coused by lack of information. Suggestions for better 

relations were made for each public. 

In examining the client public, it was found that the 

six rules of professional conduct are primarily concerned 

^Ith increasing the confidence of clients in certified public 

acco\mtants. The conduct of the engagement involves not only 

technical proficiency, but also the personal conduct of the 

auditor and his staff. Stressing tangible results is one 

means of convincing the client that he is being rendered a 

necessary service. Tangible results also aid in the measure-

pient of success in the conduct of the engagement. 

The ethical considerations of the employee public are 

limitatiens placed on the employer which, 

60 
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through the delegation of authority, also limit the employee. 

The duty to train and instruct the staff includes not only 

the best technical education, but also the training necessary 

for the staff member to operate his own practice. 

Even though the machinery has been established for 

the settlement of disputes centered around the unauthorized 

practice of law by accountants in the tax field, it is the 

responsibility of the certified public accountant to Insure 

proper referral all areas of tax practice which are consideî ed 

to be within the competence of lawyers. 

The issuance of the statement of policy revealing the 

stand of the Institute on unfavorable legislation improved 

the coordination of the state societies with the Institute, 

The "Form Bill," changed to meet local conditions, and the 

establishment of legislative committees present one means 

of combating unfavorable legislation. 

Governmental agencies, through the emphasis on 

improved federel financial management and more informative 

financial reporting, provide a definite area for the improve

ment of relations from the viewpoint of the conduct of the 

engagement, and the recommendations for the formulation of 

agency policies. There should be active participation by 

certified public accountants at all levels in governmental 

affairs. 

The recommendation of the commission on standards of 

e"3u^atT6rrimd experl^ncijTTor the^ gradual removal of the 
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experience requirement, to be replaced by education, needs 

more active support by certified public accountants. State 

societies should establish a close working relationship with 

all educational institutions teaching accounting. 

In the relationships between individual practitioners, 

the six rules of professional conduct attempt to coordinate, 

promote and ma:5nt8ln high standards within the profession. 

The Institute's most significant nld to the state societies 

and chapters is the provision of opinion research on 

specific public relntions problems. 

The state society could coordinate the public relations 

programs of the chapters and aid In the exchange of infor

mation between individual practitioners. The role of the 

individual practitioner is the assumption of the responsi

bility placel on him by virtue of his membership in the 

group. 

The dual role of the certified public accountant froral 

a legal viewpoint and the viewpoint of public interest, pro

vides the impetus for creating a better understanding of the 

functions and services of the certified public accountant. 

The seven rules of professional conduct provide a basis 

for confidence in the certified public accoimtant by third 

parties. The need for arousing an active interest in the 

profession is more pronounced because of leiz^l interpretations. 

The most effective means of coraniunlcatlon is that of 

speccfer. -This fact has ̂ ^d-to ^ more eoncentrated effort for 
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itho development of speakers' bureaus even though the more 

jlmpersonal media cost less and can attain a wider distribution, 

There are two types of printed aids to a public 

relations program, external and internal. The use of visual 

ialds increase the effectiveness of a speaker's presentation. 

The Institute has prepared nximerous films, some of 

vhich have .shorter versions for showingr; on television. 

iTranscriptions have been prepared for use on radio stations 

jdurlng tax seasons. 

Active participation in community or civic affairs 

by certified public accountants tends to make the members of 

the community aware of the fxmctlon of the modern accountant 

and of the manner in which he serves. 

Conclusion 

A public relations program, derived from adequate 

long-range planning and applied continuously, provides a 

solution for the most prevalent problems encoTintered by the 

Icertlfled public accotintant in his relationship to the 

various publics. If the individual practitioner accepts 

the responsibility of being a part of the public relations 

program of the profession, the recognition of accountancy 

as a mature profession is Increased, 
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