ATTRACTING AND SUPPORTING STAFF

But that’s [staff turnover| okay in a sense unless they want to
grow their firm because they don't actually want everybody to
come up to partner level...maybe they’d like greater retention, but
then they’d have to grow their business to satisfy that retention.
So the model is actually a good model from a talent-flow point of
view...It’s...still...a fantastic...ground to learn...the job of a young
professional, particularly up to manager level. They learn about
companies, they learn about communication, they learn how to
argue their case, they learn how to document, they learn how to
think on their feet. Now those are all personal development things,
but what about value to society? The answer is there is still value
to society because even though there may be only 1 per cent or
2 per cent [audit report| qualifications...that level [of learning] is
always there for the partner. If the partner of the firm is not satisfied
with the explanations that are given, he or she ends up having to
put that down on paper. Now firms...are more prepared to support
their partners in arriving at difficult, contrary decisions because
their business model is at stake.

— Purchaser

1.0 Key issues

The issue of attracting and retaining staff’ within the public accounting
profession raises some serious challenges for the profession, including:

is the common perception that the number of accounting major

graduates available for recruitment is falling factually based or a myth

what is the position for recruitment of international students who
graduate with an accounting qualification
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* do high university entrance scores for some commerce and business
degree courses mean that recruits to the profession are not suited to it

* are there further alternative entry pathways to the auditing and
accounting professions

* are there better ways of developing personal attributes, including
communication skills, that might be of use in the supply of audit
services—both during and after university study

* to what extent are the starting salary levels within the auditing and
accounting professions a deterrent to attraction of staff

* has the lure of partnership lost its gloss as an attraction to the
profession

* has growth in the number of chartered accountants through the CA
in commerce program undermined the traditional entry path through
public accounting

* to what extent is the training provided to new recruits to public
accounting firms valuable to them

* is the performance appraisal system in place once new recruits join
constructive and seen by them as fair?

2.0 Introduction

This chapter deals with the issue of attraction of staff to the public
accounting profession and to audit in particular and also support for them
once they have been recruited. It synthesises the views of stakeholders
expressed during face-to-face interviews and the focus groups with more
junior auditors. No survey questions directly addressing the issue of
attracting staff to audit firms were included because the preliminary focus
groups conducted before design of the questionnaire had made it clear
that this issue was complex and not susceptible to investigation via broad
survey techniques. This section starts with the interview comments from
each of the groups in relation to this important issue for the future of audit
and then proceeds to the focus group content dealing with attraction and
support by way of training and the performance appraisal system.
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3.0 Interviews

No users commented about the attraction of staff so this section begins
with the views of purchasers.

3.1 Purchasers

Among the purchasers—who, at the time of the interviews, were facing
a skills crisis themselves—there was recognition of the difficulties that
public accounting firms faced in attracting (and retaining) staff. There are
mixed views on the continuing attractiveness of the profession for luring
new graduates:

[I]t must be a concern for them because...the nice thing about it is,
if they're trained by the profession then they become very desirable
out there in...companies...attracting high-quality staff? Given their
structure...they are right up there. If people are going around the
universities and looking to grab talent...a lot of people would still
see...the auditing profession as being a good place to start.

There is, however, acknowledgment of the quality of the training public
accounting firm staff receive and the attractiveness of those staff to
industry and commerce more generally:

[I]t is a bit of a concern...because...it does affect even internal
audits...because we also have [a] problem try[ing] to retain or
attract quality staff...especially in the financial service industry,
it’s just getting more and more concentrated and therefore there’s
also a little bit of a specialised knowledge required. And they
are commanding a bit of a premium to start with. So if we want
someone experienced...then we tend to be actually poaching other
firms’ experience or auditors...unless we're prepared to actually
invest the time to train someone who has no experience, so it’s
becoming a bit of a catch-22. But then the person, once they acquire
the knowledge, they're likely to be walking out of the door to go to
somewhere else...So where do you invest?

The same purchaser continues, commenting on a perceived image issue

from which the profession suffers:
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I'm listening to some of the [audit]| partners and
/[NJow gen Y obviously alsq witnessing the fact that they do ha\.Ie quite
is the generation we're a bit of staff turnover...to actually retain them

looking at...and they is probably...the issue. First of all, the external
are the ones who want

to be out there and audit environment is quite harsh...they expect
be promoted in two everyone to perform...Some people [who] join
el e will probably naturally leave, but then they walk

out with the knowledge as well...at the same
time, I do believe both [for] external and internal
audit to a large extent, the profession suffers a bit of [an] image
issue and...this...hasn’t changed...now gen Y obviously is the
generation we're looking at...and they are the ones who want to be
out there and be promoted in two years’ time, for example... Work—
life balance is very important on [the] gen Y agenda. Is audit really
the image they...want to put on themselves?

The salary levels paid by the public accounting firms are seen as not
attractive, with financial rewards easily used to lure staff away from the

profession:
[E]veryone struggles to get good staff. We compete
for the same staff as the auditors do. But...the
‘[Tlheir problem auditors particularly struggle...because they just
with staffing is implv don't h. Thev’ t titive i
Sl e 6 simply don’t pay enough. Theyre not competitive in
their own making.’ the market...for those more junior staff, and there’s

three years, three to five years of work experience,
and a couple of years post[graduate| qualifications.

There is a perception that less accounting majors are being graduated from
universities. This perception, however, really has to be challenged when
universities are graduating more students—many of them international—
from masters and other accounting conversion degrees.

[W]hen you say the auditing profession, I put into that category my
own risk-management assurance group...I have a hell of a trouble
staffing that and, unfortunately for them, the source is the Big Four
firms, but they can’t get them. I can’t get them. So there is a skill gap
right now. And I don't know what it’s like in the unis, whether less
people are doing it, less people are interested in going into chartered
firms. Whether the [number of] accounting-qualified people that
are coming out of universities is dropping...But...the staff aren't

there—well, all the people interested in the profession are not there.
258|
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Change in the way the CA program is administered is also cited as a
reason for the difficulty in accounting firms’ attraction of staff. No longer
the monopoly province of chartered firms, the CA program can now be
undertaken within commerce and industry. This and the attractiveness
of the investment banks and similar organisations as employers of choice
are seen by purchasers to have detracted from recruitment to the public
accounting firms.

[Y]ou've got a lot of the investment banks taking

on graduates out of uni, right? So, because you ‘[Blecause you

can do your CA in commerce, that has removed a can do your CA
. In commerce,

fundamental barrier to entry because before the that has removed

Big Four or the big six, the big eight or all the a fundamental
accounting charter firms had it sewn up. You had SRR {9 e

to get your charter with the firm. And you had to
spend one or two years after you'd completed your
exams and then that was the point of peak turnover—supervisor/
manager. Now, where you can get CA in commerce...[it has turned
some enterprises into] in-source chartered firm[s] and a lot of the
senior guys would be partners at any one of the Big Four firms and
they work centrally and they service the business. It’s an excellent
function. They pay very well. They recruit very well. So they
are absolutely able to deliver into a training and cadetship-style
environment for bright young graduates—mnot only in that finance
area but now in the wider businesses.

Perhaps the most insightful comment from a purchaser is taken from a
longer-term reflection on the quality of partners going forward:

If you don’t get the right staff initially, you'll never get the right
quality people getting through in the profession to become partners
later on.

3.2.1 Summary

No user comments address the issue of attracting auditing and accounting
staff. Purchasers understand the problem audit firms have in attracting
and retaining quality staff because they experience the same difficulty
within their own firms, especially in relation to generation Y recruits.
They acknowledge too that they are often the beneficiaries of training
provided by the audit firms in conjunction with the professional
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bodies—particularly the CA program—in that they frequently hire these
accounting firm alumni. There is observation that the CA program can
now be done from within industry and commerce too.

There are mixed views about the attractiveness of the auditing
profession to new graduates, with some citing an ‘image’ problem or
lack of attractiveness compared with employment within banking and
finance, but others see it as a ‘good place to start’. The salaries paid
by audit firms to new graduates are seen as an issue in attracting and
retaining staff, with the lure of partnership no longer as attractive since
partnership is increasingly eventuating on return to the profession after
a stint in industry anyway—at least that is the perception. There seems
to be a perception that less accounting graduates are being produced by
universities at a time when universities probably have never graduated
more people with accounting degrees.

3.3 Suppliers

Suppliers confirm as an issue the ‘image’ problems of the auditing
profession raised by the purchasers. Again, the perception comes through
that the pool of accounting graduates out of universities is shrinking at
a time of record commerce graduations—many of whom are international
students who seek permanent residency and employment.

‘[W]e also have a large . - .
amount of regulation, and getting university students, because...

and a lot of people if you look at the demand now out of the Big

The more fundamental [issue| is about an image
of what is the profession in public practice,

look at the audit . .
SertiErs el s Four firms for graduates out of university, and

“We don’t want to you start stripping out and saying, “Well, how
be that.”” many students are coming out of university with
financial business degrees?’, you strip away the
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foreign students who are here on a visa that
[doesn’t] allow them to stay and work, you take out those people
who are really not interested in going into a Big Four, who want
to go to merchant banking or to commerce...were probably at
that tipping point with the pool that you're left with; the Big Four
will soak [them] up in their entirety...if that situation gets worse
because the profession is not an attractive place to go and work
or to seek a career longer term, you are going to have significant
shortages just in getting the numbers in—forget about retaining
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them...it’s a combination of a lot of things, it’s a combination of
some of the characteristics in the marketplace, it's a combination
of...the fact that we do have full employment, we have shortages
of accounting professional people, we have fairly sophisticated
marketers in offering people opportunities in merchant banking...
we also have a large amount of regulation, and a lot of people look
at the audit partners and say, “We don’t want to be that’—because

it’s not an attractive profession.

There is a belief that prospective accounting students view the audit
profession as a career in which information is gathered rather than one in

which doing something with information is required.

[I]f they find that they are interchanging with
themselves that...whoever can follow a set of
instructions could perform their role, then they
become less valuable.... in an environment where it’s
called a finance or forensics [function], or somewhere
where you have to exercise a fair degree of judgment

and you negotiate, and you do rather than you

‘[M]aybe the
commerce degrees
and business are
[not] the degrees
of choice that they
might have been
some time ago.’

get information...that’s how a lot of prospective

accounting students view the audit profession...I'm not sure, but
maybe the commerce degrees and business are [not] the degrees of

choice that they might have been some time ago.

Another supplier believes that fewer undergraduates are undertaking the

prerequisites to complete the CA program:

[T]he attraction is an issue and, for various reasons...
there are less people doing the prerequisites for their
CA, so we've got less people in our pool of potential
candidates...the options are broader so fewer people
|[are] doing that. Actually the overseas student numbers,
because they've increased and not all of them have
residency status...we're losing out because of that as

‘[O]ur pool
of potential
candidates
is actually
shrinking.”

well. So our pool of potential candidates is actually shrinking. The
unis in Melbourne also...some of them do the audit module in the
third year...and we recruit in the beginning...some are second
year, so that candidates haven’t necessarily studied audit when they
apply and...that’s an issue for some of them.
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The way in which auditing is taught at university is also blamed for reducing
its attractiveness as a career, as this next supplier’s comments reveal:

Some of them, if they have studied audit, it’s taught in
'[TIhe ones that a way that’s very old school and it’s purely teaching
have done audit ‘. , .
at times think its them the auditing standa}rds. It’s not helping them
dead boring so see how those standards live and...[does not use] the
why would they corporate collapses and debate about what might
take that career h d trvi ke th diti
path?” ave gone wrong and trying to make those auditing
standards live in the real world, so that the ones that

have done audit at times think it’s dead boring so
why would they take that career path? So, [it’s difficult] just to get
them in the door, and their career options are much broader...when
I was a graduate, for someone that had done a bachelor of business
or a bachelor of commerce and was interested in accounting, the
natural progression would be [to] join one of the Big As chartered
firm...[but] because the opportunities are much more diverse now,
with being able to do CA in industry for instance, or doing the CPA
and forgetting the CA, the number of people...going into the big
firms is probably less, the pool that [is available] is [smaller| as well.
And there [are| the generational issues...do I want to go to a big
chartered firm and work long hours? And some still see that if you
go to a big firm...you must have a passion to be partner.

Suppliers also acknowledge that the myriad other opportunities
for graduates and trained public accounting staff contribute to the
attraction issue:

Interestingly enough, we find it very difficult to recruit ex-Big Four
people because they are just burnt out. So that’s a problem. And...
there [are| so many different opportunities out there now, it’s amazing,
absolutely amazing. And there are some really good jobs out there...
in industry, and really attractive stuff for them to go to. So...once
auditing...starts to lose its flavour, they start looking around.

Some suppliers draw attention to the increasingly prescriptive nature of
a highly regulated audit profession as a deterrent to attraction:

[T]he grad comes in the front door, which is always the audit door,
and then goes out the back door, which is business services and tax
consulting and so on, and then goes into industry and commerce
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and makes a fortune. Audit’s generally been regarded as being
very much a training ground and then once you get your CA you
branch out into the more exciting areas of a practice...audit’s a
great space to be in and I really enjoy it, but...were finding it more
and more difficult to convince grads that audit [is] a good place to
be in because they think it’s a training ground...it’s harder to keep
auditors inspired because of the prescriptive nature of the work—
particularly if they’re not signing off the audit.

[A] general observation would be that clearly all
of the stakeholders involved would like talented, , o
) ; T . ) [TIhe risk...is that
intelligent individuals in the audit firms for... you lose your ability
the quality of [audit], what it means to the _ toattract talented,
ital ket d li the fi ial intelligent people when
capital markets [and] reliance on the financia all they're going to be
information...all  stakeholders—be it the doing is filling in
regulators, the government, the actual companies, check lists.’
the shareholders—everybody wants...talented,
intelligent people doing it...[There is a risk] with
too much regulation...yes, we've got a role to play, but we're client
facing, client serving, youre going to attract different types of
individuals. And the risk...is that you lose your ability to attract
talented, intelligent people when all theyre going to be doing is
filling in check lists and completing [them]. And that...in a holistic
sense, is one of the biggest issues facing [attraction|—you've got to
have the talented people...you've got to attract them and you're not

going to attract them if they’re going to be filling in check lists and

just following rules.

This issue of the increasingly prescriptive nature of audit and the extent
to which this issue has implications for attraction of audit personnel are
explored further in reporting on the focus group interviews held with
more junior audit staff.

3.3.1 Summary

Several suppliers make pejorative comments about the attractiveness of
auditing as a profession to enter. The increasingly prescriptive, check
list-type nature of audit work is cited as one reason for this fading
attractiveness. Again, as with purchasers, suppliers hold the misinformed
view that there must be less people with accounting majors emerging
from universities. The issue of how auditing is taught at university and
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at what stage in their degrees this subject is taken relative to the firms’
recruitment cycle emerge as other potential issues in the attraction debate.
Also raised are generational issues, the potential long hours of work and a
fall in passion to become a partner.

3.4 Standard setters

The standard setters interviewed raised the interesting issue of university
entrance scores and whether those students with high scores were
necessarily the ‘right” recruits into the accounting profession. Not all
university accounting courses, however, have high-scoring entrants, so if
this is an issue for the profession it is a soluble one. This standard setter
speaks of more lateral entry paths to the profession through bridging
courses for non-accounting graduates as an alternative:

[I]f we had...a TV show like Chicago Accountant instead of LA Law,
that might make [the profession]| a little bit more glamorous, but...a
lot of the more senior people in the firms would say...the ability
to be this trusted advisor doesn't exist as much now in auditing...
because we're telling people that auditors can't have friends.
They've got to be adversarial...That’s relevant to a point. I wouldn’t
overstate it, but...to...attract good people we've got to offer good
careers and good career prospects otherwise the danger is that...it’s
arace to the bottom in attracting the lowest common denominator...
[so] something that does make sense...is being able to run
multidisciplinary firms which offer career choices for people...The
other thing is the quality issue that...is being discussed with some
of the unis at the moment and different people would have different
views...a concern for me is...the determination of [university entry
scores, which] is effectively being driven by demand. [It] doesn’t
necessarily mean youTe getting the right people into the right
courses.

The same standard setter continues, expanding on what he or she hears in
the marketplace about the lack of skills found in new graduates:

What...amplifies that as well is the experience of some of the senior
partners...saying the people that we're hiring just aren’t good with
clients. They can't deal with people. Theyre very much...book
driven...Do they have the people skills...whether it’s emotional
intelligence [or something else]...we would like to attract some
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slightly different people with the base skills...
the Big Four firms have got a good name and
a good reputation in terms of a place to go as
a graduate, so perhaps we need to be more
discerning then as to who we seek to get in...
you don't just want people there who've got
credit greater or distinction averages and
they've got 95. Maybe we need to be more

‘What...amplifies that
as well is the experience
of some of the senior
partners...saying the
people that we're hiring
just aren’t good with
clients. They can't deal
with people. They're very
much...book driven.’

discerning. But theyre not coming through

as rounded [is what]...people would say is

the other area that’s a concern...one of the solutions to that is...
widening the funnel. You can start the CA program with the institute
now from a non-accounting background, but you've still got to do
a conversion course and so effectively notwithstanding that you
followed one line through your university degree, you've then got
to stop, bridge and get into it. But that’s one of the alternatives
that...were following. Whether that’ll be popular, I don't know,
but that’s tended to be the way the [United Kingdom] has worked
for as long as I know that people have done that conversion course.

They could come in from somewhere else. The question then
becomes, why would they leave what they were doing...and you
may get people moving from one country to another because of the
cultural difference and the opportunity, but the upside for them is
the move to the new country. The question then becomes, how long
do they stay in the profession [before they]...move on to something
else and use it as a springboard to another area of the financial
world?

You need...bright [people|; they don't need to be the best; it’s not
rocket science. You need people with good communication skills...
fairly good thinking skills, but not necessarily high-level academic
skills. I don’t think you necessarily need those at all.

There is also recognition of the need for systematic research by public
accounting firms of the outcomes of their selection methods.

I don't think we're particularly good at analysing our selection
methods and looking back through history...to say, “Well, if we
actually look at how things transpire, does that tell us something
about what we should be looking for and even when we know
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what we're looking for, which we do...are we seeing it [as] the
real issue?’...quite often, what you're looking for you think you're
seeing and then youre quite surprised six months to a year later
when these individuals no longer seem to be demonstrating what
you thought you saw in your somewhat superficial assessment
processes.

3.4.1 Summary

Standard setters raise thought-provoking issues related to the skills
and academic calibre of recruits to the profession. They lament what
they perceive as the lack of sound communication skills and argue that
the academic skill level required to work successfully in the profession
probably could be reduced below the current level implied by university
entry scores.

3.5 Regulators

The one regulator commenting on this issue maintains the theme of
the relative unattractiveness of auditing as a career and perceptions of
diminishing accounting graduates:

Idon't think theyre going to be attracted to auditing, quite frankly...
They'll want to be merchant bankers or something like this, or
managers...a key indicator of that is...the number of accounting
graduates...versus management graduates in universities.

3.5.1 Summary

Only one regulator commented on the issue of accounting firm staff
attraction—and the comment reiterated perceptions common to the
purchaser, supplier and standard setter groups in terms of a denigration of
the attractiveness of a career in auditing to new graduates and a perceived
reduction in the pool of graduates available to be recruited.
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4.0 Introduction: focus groups with more
junior staff

The focus groups of more junior staff were working in the offices of
the Big Four. For this group, attraction to the auditing profession was
fresh in their minds while how they entered the profession, why they
were focused on obtaining useful professional and business experience,
international experience and credible professional training supported by
an employer varied.

4.1 Focus group participants and recruitment to their firms

In terms of recruitment and selection, for the first Big Four firm, most
had been recruited out of university, but one had started as a temp and
one had worked overseas for the same firm. Most had started in audit,
but one had moved from the finance department to audit. All but one
had come to the firm with accounting degrees; one had a finance major.
Two of the second Big Four firm focus group interviewees came straight
from university, but the other five had been recruited between second and
third year of university into a graduate program. None had joined into a
cadetship program after Year 12. Of the eight taking part from the third Big
Four firm, two began after Year 12 through a cadet scheme and undertook
university part-time for two years and then a third year of study full-time,
working during vacations. One came from a non-Big Four firm. Four had
come straight from university—one with experience of three placements
during the degree, including one with the current employer. Finally,
one had worked overseas for a Big Four for a year and a half during an
Australian-based degree and had then returned to Australia.

Interviewees provided various reasons for their recruitment to their
Big Four employer:

I applied to most places but [this Big Four firm] was the quickest in
answering letters and getting you into interviews and giving you
the job. The rest were still doing the interview process.

[This Big Four firm| was the only one that offered me [a place], so
that was the only offer I got.

I got a couple of offers, but I chose [this Big Four firm because]
I didn't like the attitude of the people down the road.
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I went through the summer clerk program, so I worked, I applied
for that at all the Big Four [firms| and received a few offers, but
decided that I liked the people and the clients as well at [this Big
Four firm] in the area [in which] I wanted to work.

Those present were then asked whether they felt that the Big Four firm for
which they worked had made the right recruitment choices from among
them compared with others they knew who had not been recruited.

[Glenerally the calibre of people they recruit is really high...
probably there [are] people who, for whatever reason, have...
slipped through the net, like people they never made an offer to
who I...was surprised [about] and remain so even having met who
was recruited.

The interviewees were asked whether there was any defining thing that
differentiated their chosen firm from other firms or any audit firm from
other employment choices open to them as graduates.

I wanted an international experience. I'm from [location outside
Australia] so one of the Big Four was what I felt [was] the easiest
way for me to get that opportunity and I have been able to [get it]...
That was why I chose a Big Four, but...I always wanted to go into
accounting.

My Dad was an ex-auditor and he used to work for [name of
firm| and he recommended me to join the Big Four...The range of
opportunities in the Big Four office was one of the key drivers why
I came to [this Big Four firm], plus my brother is an accountant,
and when I was at uni I was looking forward to working for the
Big Four...so that was partly the reason why I came here. But
upon coming to [this Big Four firm|, my plans have...changed. I'm
looking...more overseas...getting overseas experience, which I will
do here...when [I] finish...[my] CA.

I decided when I was at uni that I wanted to...work...for a
professional services firm, whether it was a merchant bank or a Big
Four accounting firm. I didn’t want to go commercial and the reason
I chose a Big Four was because [of] the opportunities and [this Big
Four firm| offered also at the time the internal training for CA.
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I was already working [for this Big Four firm| as I finished my uni
degree, so I thought I'd throw [in] my hat...I thought it would be
easier to transfer than go through the whole process of applying
and all that and, as it turns out, they still made me jump through
all the hoops.

[T joined for| the experience. I thought the experience that you
would get working with a Big Four accounting firm would be great,
like the training, [and] the exposure.

[In response to whether a non-accounting firm job was considered| Well,
not really...I considered it, but when I was doing vacation work, I
thought it’s a good place to start, to get a feel[ing] for [it]...I wasn't
quite set on what exactly I wanted to do and I thought auditing
would give you some exposure to a broad range of different things.

[I]n audit you get to see different industries and then in the future
if you want to move somewhere you can say, okay, I like financial
services.

[Wlhen I was applying for jobs I got offered...work in a mid-tier
firm and obviously a Big Four firm and I chose [this Big Four firm)|
because I thought it looks good on your resume and because it’s a
Big Four everyone knows [it]...And then I also got offered [a place]
at another Big Four, but in tax, and I thought tax would pigeonhole
me, so I...[chose] audit.

[I]t’s relatively easier to go into [a] Big Four than to go into those
commercial firms. I'm not saying that Big Four has less demanding
requirements, but they have huge demand for people...I'm not sure
about Australia, but back in [location outside Australia], we have
new graduates—almost 100 to 200 per year—and it’s impossible for
those commercial firms...You've got more opportunities and [the Big
Four| need people.

The group was then asked: “‘Why did you join this firm as opposed to
other Big Four firms? Why did you pick the Big Four versus the others?’

I...picked the Big Four from a training point of view. You probably
get more opportunities to get training and support there as well
[as] future travel and that kind of thing. [It was a] bit of a matter
of elimination with why I ended up with [this Big Four firm|...my
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dad worked at [another of the Big Four]|, so I didn't want to go
there...Ihad a couple of mates that were [at another of the Big Four]|
and weren't overly happy with it, and...you start thinking if you're
going to go Big Four, you may as well go big, Big Four. That’s why I
chose [this firm]| initially.

[My decision| was more...that I left applying...[until] very late,
and [this Big Four firm| was the only one that was still open...So
I applied and then I got ajob, and my sister used to work here, and
she enjoyed it, so I got feedback from her, and she’s a pretty honest
person, and I thought it would be a good place to work.

[T]he reason that I stay is—or stayed till now—what I enjoy about
it, [as] opposed to other accounting career paths, is that there is a
clear career path set out, and clear progressions set out along the
way. So you've got a defined plan of where you're actually heading,
and where you could end up...[as] opposed to [being] in industry,
where you could just float about at the same level for a while; it's
not as clear. And then...the other thing that’s attractive about it is
the training that’s provided, and the exposure to so many different
issues.

There is general agreement in response to an interviewer prompt that
the level of training and support for the CA program is high:

[TThere’s a good structure that you can follow, and there [are] just
opportunities for anyone and everyone. If you told me that I'd
be working directly with a partner in my first year, when I first
started...I wouldn’t have believe[d] it...when I first went through
this process of selecting, I was in a fortunate position...selecting
which firm to choose. [This Big Four firm| presented probably the
best [opportunity] because of the people—Tidentify with the people.
And you know you've made a good decision when you meet other
people from...not even in the same division, on a very divisional
basis...But if you're out and about, obviously I know [others in the
group] from the graduate camps that they have. And you hold those
friendships the whole way through, so it’s the people aspect as well
that keeps you here. It’s not just the small group of people you're in
contact with eight hours a day; it’s outside of that as well.
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Reputation was a very big [issue| for me...It was firm specific rather
than going straight down the line of wanting to be an auditor. That
was a big factor as well...For me, coming out of university, it was all
about getting the best opportunities and...the bigger the firm and
the better the reputation, there was going to be more opportunities
from within not just an audit field, but a whole sector and that’s one
of the main reasons I came.

[W]hat links closely with that too is clients and the client base that
[this Big Four firm| has [as] opposed to some of the other firms. And
obviously one of the benefits of being in audit is the ability to see
a wider range of firms. So if you can see what the best firms are
doing...that’s certainly a contributing factor.

I've...done a double degree in Arts/[Language] and then also
majored in accounting on the business side and my university set
up a placement for a year up in [name of company|. But I was more
an ‘explorologist’—it’s that kind of role, but also working with
a few chartered accountants and it was from that that I realised
that probably going into chartered first after my university degree
would give me some more opportunities to get more technical
knowledge and understand how other businesses operate. So from
that I decided that chartered was what I wanted to do.

[W]hen I was in high school...[I] wanted to go into law and that
had been my plan...since I was about three years old...[I] did
work experience with [this Big Four firm| when I was in Year 11,
and I had also done work experience at a couple of law firms as
well. T originally...only applied for the traineeship for interview
experience, but when I got in, I thought well, I've got three months
before I start my degree so I'll give it a go and I found with my
three months at [this Big Four firm|, and the same with the work
experience that I did, compared with the law firms that I was
working at, I found it was just a much better environment...It was
a lot friendlier...there was much more of a team-focused kind of
environment...I only saw two different law firms, but the focus
really seemed to be very much individualised and it was more
competitive against each other rather than working as a team to get
things done. And I much preferred the kind of environment and
the culture that I saw at [this Big Four firm| and that’s what made
me switch focus.
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[I]nitially, the choice was part of my course. I ended up at [name
of industrial company]...I was working in the general audit there.
Then I worked at [another of the Big Four firms|, where I also ended
up in audit...and then I ended up in audit here and basically...that
suited me just fine because...I wanted to...understand how all these
big businesses work...and then why did I choose [this Big Four
firm|? I pretty much chose [it] because when I was working here
as opposed to the other Big Four firm. I just found the team to be
friendlier and the hours I was working [were] a bit more reasonable,
and that...was the only point of difference in terms of the work
you're doing. It’s fairly similar.

I chose Big Four because I thought that’s where I'd get the best
experience. I had quite a few different offers, so then it was a
decision as to which firm I go to. And it came down to pretty much
attend[ing| the cocktail parties and getting to know people and
I found that the people at [this Big Four firm| were very friendly
and were the best fit for me. And I was also very impressed with
the client base and found that from those clients I'd get a really good
experience and auditing is definitely an area where, as other people
touched on, you get to see how different companies operate and
you get a really good understanding.

When I was at uni I was working part-time at a manufacturing
company in their accounts department and we had the auditors
come in and...just speaking to them and the work that they did...
[made me decide] to go into audit just for that whole experience
and getting to see how other companies work rather than doing the
same thing day in, day out.

[I]t was a...toss-up between industry and a Big Four accounting/
auditing role. Either I go into industry, I'd do the same thing day
in, day out for the next year...before I'm promoted to the next
level and then I do that role for another year or two before I get
promoted. So...just the challenges that auditing would provide...
the learning curve is very different to what you'd get if you were in
industry. That’s probably why I joined audit.
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The interviewee who had moved from a mid-tier firm had the following
to say:

[T]he ease of the graduate recruitment program was a lot easier at
mid-tiers and it was a lot more friendly so you got to meet a lot of
partners and managers because theyre the people youre working
for. And I looked into maybe one or two top tier but then chose
[name of mid-tier firm] as my first preference.

4.1.1 Summary

A number of purchasers make the observation that recent changes giving
more diversity to graduates entering the profession have been good and
have worked elsewhere in the world for some time. There is no real issue
with respect to quality control in the profession because of the professional
examinations, which are seen as the ‘barrier’ to entry. There are anumber of
diverse views about training and the relative attributes of training within
the Big Four versus commerce. One interesting set of comments relates to
the widespread belief among purchasers and suppliers that initial training
within a typical large accounting firm is a highly efficient and effective
way of attaining a widespread, diverse set of experiences that are useful in
developing the foundations of a career in accounting and, more broadly,
in business. The training and experience beyond say, the first five years,
however, shows a more divergent set of views. For example, some take the
view that several years in commerce after those initial foundation years are
preferable because of the deeply embedded industry experience one has.
Also, the experience of being on the ‘receiving end’ of interactions with
accountants in professional practice assists in developing certain personal
attributes for the individuals involved and perhaps their sensitivity to
needs and wishes of clients. Thus, the relative benefits of training and
experience at different levels within a career are more complex and the
quality of that experience is not simply linear.

In terms of the more junior auditors, various reasons are given for
their recruitment to the public accounting profession and to the firms for
which they work in particular. Many of the reasons appear serendipitous
rather than planned, although sometimes there is a connection to auditing
through family. There is awareness among participants that their peers are
ill informed about what auditing is and its role. Opportunities for training,
international travel and secondments are given as reasons for attraction to
the profession and to the Big Four in particular.
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Having decided to join public accounting, credibility and reputation of
the firm seem to be key drivers in the attraction process. Another key driver
that arose in the interviews with more junior staff was the importance to
them of people. Many report that it is the ability to connect with those in
the recruitment process and those within their working environment that
is key in both attraction and retention within the accounting profession.

5.0 Issues and implications

Issues that were raised in the context of audit firm attraction of staff
included the image of the auditing profession, the work/life balance
preference of generation Y, the fact that the CA program no longer had to
be completed within a public accounting firm, the attractiveness of other
employers (especially organisations such as in banking and finance), the
comparatively low initial salary scale, the increasingly prescriptive and
regulated nature of auditing, the available pool of graduates from which
to recruit and questions about the continued attractiveness of achieving
partnership.

In all of the interviews with users, no observations were made about
issues associated with those entering into the accounting profession;
however, purchasers, suppliers, standard setters and regulators all made
observations relevant to the issue.

With respect to purchasers, no acute feelings were evident of the
existence of a threat to attracting appropriate talent to the profession,
although they acknowledged it was a competitive employment market.
A key part of the stability of attraction into the profession is the large
graduate intake that accounting firms, big and small, undertake each
year. While the numbers of entering students seem to be sufficient, there
are questions among some of the participant groups about the quality of
these graduates. With regard to purchasers, they had reservations about
whether the pool of graduates had, in relative terms, declined. Counter
to this, some purchasers observed that members of the Big Four had lost
their monopoly position as the training ground for membership of the
Institute of Chartered Accountants in Australia because of the presence
of the CA program within industry. As one purchaser observed, the large
commercial organisations now had such good recruitment, training and
development processes that they were equal to at least some of the Big Four.
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From this, one can conclude that even though some accounting graduates
enter other occupations (banking is by far the most frequently mentioned
employment alternative), they are not necessarily lost to the accounting
profession, although the Big Four might have lost their relative position in
the employment market. A related issue comes from one observer who is a
purchaser: recruitment into chartered accounting via the CA in commerce
program now has the added appeal of not having the same level of external
oversight and inspection as the public practice part of the profession.

On balance, purchasers believe the market is competitive for entry-
level accountants and that commerce in a relative sense has some
advantages over traditional public practices as the entrance point. Of
course, this could change with the conditions in the economy changing
so profoundly. Repeatedly, the observation was made that accounting
firms simply did not remunerate adequately, so if they did not get the
entry-point fundamentals right then significant long-term consequences
would ensue and the total pool of professional people, including those
with experience at all levels, would decline and atrophy as time passed.

With respect to suppliers, more questioning ensued about the total pool
of graduates available for recruitment. Frequently, observations were made
that the total pool seemed to be either small or at a ‘tipping point’. Once
one takes into account international students without the appropriate visa
to work in Australia and those who choose to go into industry, commerce
or banking, the pool of students available for audit is too small.

There was extensive belief that auditing was still seen as a good
training ground, but there was also a perception that it held less glamour
and prestige as a long-term career than it once did. Several suppliers
indicated that one of the attractions of the larger employers was that
they had multidisciplinary firms that could provide alternative careers
to ambitious accounting graduates who sought alternative careers and
diverse employment opportunities.

Some suppliers made a number of observations about the accounting
degrees that many of the students undertook. First, there is some question
about the number of accounting graduates who are completing their
degrees and are eligible for employment in Australia. Even if the quantity
is the same, many of the students who suppliers interview are seen to
have limited knowledge of auditing. Indeed, the way in which auditing is
taught is lamented, if it represents a type of education that is procedural in
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nature (following the auditing standards, for example) rather than thematic
(tracing the history of a major corporate failure). Also, the fact that some
universities teach auditing in a limited way and very late in the degree
means that accounting students applying for entry-level positions in
accounting firms have little or no understanding of the nature of auditing.
While not directly stated by respondents, one might speculate that the
reason why auditing is not taught in the manner suggested is because
universities are struggling to recruit academic staff in the quantity and
quality necessary for the education process of auditing and its precursor
subjects. That is, universities are under similar competitive employment
pressures for their staff as are accounting firms.

Standard setters made the observation that accounting did not have
the glamorous profile it once had and this in turn was a challenge to
recruitment into the profession. A related fact is that the profile and
prestige of accounting are declining, as observed by one standard setter:
‘It is no longer possible for the auditor to be the trusted advisor.” This has
damaged the public perception, profile and professional image of auditing.
There is also acceptance that many entry-level people of today’s generation
are seeking multidisciplinary careers that are diverse and challenging.

Again, there were questions about the degrees that were used as entry
points to auditing and a direct assertion that consideration could be given
to selecting not on the basis of Year 12 entry scores but by utilising a
wider set of criteria. In this connection, attention is drawn to the fact
that certain other professions, including the medical profession, have
broadened their set of criteria. Is it time higher education in business does
the same? Additionally, university entry scores are a function of supply
and demand. If public accounting firms are more willing to take more
graduates from universities without such high entry scores, and are more
willing to recruit international students whose working visas are yet to be
processed, perceptions of too few willing graduates might dissipate.

While it has been recognised that the existence of conversion courses
and foundation programs improves the opportunity of recruiting staff
from outside accounting degrees, there is incomplete evidence about
whether these programs are sufficiently attractive or of high quality. We
need to know if the quality of the educational offering is such that it
delivers educational equivalents to traditional pathways so we can judge
whether this is a successful way of widening the entry point for those
seeking to join the auditing profession.
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One standard setter questioned whether firms within the accounting
profession tracked their selection choices at entry point to evaluate those
who survived, prospered and contributed to the auditing profession
in later years. This would represent a substantial longitudinal research
study to examine the attributes of those who enter the profession and
their contribution to the profession in later years. Parallels of this type of
study have been undertaken in the field of sociology on a wider general
population basis.

Regulators share the view that accounting is not as glamorous as other
employment opportunities and suffers as a consequence. They also suggest
that graduates who might be attracted into the accounting profession—
particularly auditing—are perhaps being induced into other careers,
including banking and business management. Again, this emphasises the
need for a substantial longitudinal study beginning in high school and
continuing through to post-graduation experience and contribution to
the profession.

6.0 Focus group participants: the nature of their
work and performance appraisal

It was generally agreed that performance appraisal was a useful experience
and that feedback on performance was received, but comments were also
made about it being very judgmental and having a few flaws.

[1]f you work with the same person for the majority of the year and
they give you that one review or two reviews for the whole year,
you may have a completely different review to someone who works
with nine or 10 different people...giving you separate feedback.

And it depends on your personality. If you get along with someone
great guns, and the job’s really good, then you get a good review,
generally speaking.

And then you're rated against someone who was rated based on a
lower expectation.

When pressed on whether a recalibration took place, there was a negative
response and the following specific comments.
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They discuss issues round the table, so they try and get that
together.

[P]art of it’s quite perception based as well. If the partner’s reached
a certain perception of somebody, whether or not it’s actually
supported by a lot of the work...often the partners don't see the
detailed work—then that’s going to be reflected in their rating and
pay as well.

And if you have a job that has no problems...if you have a job
where you've got a really good client and they give you things and
you tick them in, and it’s really good, and you get it done quickly
and you don’t go over budget...it’s easier to get a good review.

[If] things go wrong and they’ve got a lot of errors and there’s a
lot...more management needing to come in, then often you won't
get a good review, not because of your performance, but because
everybody got a lot more stressed.

The interviewer then asks how the good performers are distinguished
from the not-so-good performers:

You get appraised for each job and then we have an annual review
process.

Every job over a week we get appraised for.

You do your own personal [appraisal] and then whoever you're
directly working with will sit down over a coffee and have a chat...
[for] quarter of an hour, half an hour.

But sometimes you don’t get to do that straight away—TI've got a
little bit of a backlog.

I've had times where I've just done five in a row and just got them
all over and done with.

They're quite...particularly [in my division]|...proactive in doing
them, and it’s driven from the top down as well so it’s an important
part of it all.

Our group...has what we call development days. So once a month,
except during the busy seasons...we have a day where it’s mandatory
for everyone to come into the office and we have a couple of group
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meetings...and then there [are|] designated times for...probably
two hours during the day on a Friday...where you have to just do
appraisals and your business plans and you sit down and have [staff
development manager| meetings and that sort of thing.

We're not allowed to do any client work...so they’ve really made...
efforts to try and keep us focused.

The interviewer then asks whether progression is pretty much automatic:

It seems very structured...I don’'t know what happens in other
divisions, but especially with us...after a certain time period, six
months, you get up a level, an extra 18 months you go up another
level and then it’s two and a half years, that sort of thing. It doesn’t
really deviate at all from that.

[A]t the higher levels...from that point onwards...almost when you
get to the manager’s level in going up, that’s when it’s a bit more
[centred] on the person.

The interviewer then asks whether there is satisfaction with the appraisal
process and whether it is seen as fair and reasonable and helpful for morale
and in understanding work performance better:

Yeah, it does, but I don’t think it helps morale that much.

I like the appraisal process, but...the fundamental thing that’s
missing from the process is setting really clear expectations up
front—not just on individual jobs—but there being a really clear
communication about what'’s expected of each level...what you need
to be able to do to make it to manager. Just setting expectations...is
the main thing that I'm missing.

[S]Jome managers do a good job of telling you what they want from
your job, but I don’t think it’s communicated—just generally as a
senior accountant [that] this is what you should be doing.

In our division, they...have a guideline that they distribute and it
says at this level, at an accountant level, you need to start displaying
these qualities, and when you get to senior accountant, you need
to be able to show these qualities. So, overall, you get a very good
picture of what sort of things you need to be looking at.
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[Y]es, we do [get feedback that relates to those guidelines]. A lot of
the times we use those and we write objectives for jobs based on
those overall performance requirements, so then we can show that
we've fulfilled them and we can see how well we've done it.

[I]t can be [good for morale|. It depends on who’s writing it...a lot
of the time, especially for us [with] lots of smaller jobs...they do
tend to focus on the negatives a lot rather than positives and they
probably don’t write things in a constructive kind of way.

It probably depends on the manager or whoever’s writing it as well.
Some are better than others.

[In response to a prompt about whether it depends on the client
portfolio:] I've got a few headache clients, which I'm worried about
how it’s going to reflect [on me].

|Defining a headache client:] I'm up to my eleventh outstanding list
and the client not being prepared, the actual accountants at the
firm, at the company, and then you go [to] the director saying they
still want to meet the...October 31 deadline to ASIC and it’s just like
making sure...we've got everything documented. It’s hard verifying
numbers when there [are] no [reconciliations].

[In response to whether this will affect the appraisal:] I'm not sure
yet. I'll find out.

If T was doing an appraisal for that kind of job...you know that
the client is a problem client and I had one that was a shocker
earlier this year. The client was badly prepared and [there were]
short deadlines and the client was just not really up to the task, but
it’s more you need to manage it as best you can, to the extent that
your level can do that. But if I was going to be appraising someone,
I would definitely keep that in mind. You don’t blame anyone for
what the client does.

You'd think you'd get appraised on the fact that you're able to keep
following up on it and trying to make that deadline...I've got a bad
client like that as well and I didn't get penalised because of it.

[T]he sign of a good manager or a good senior will be someone who
gives you informal feedback throughout the audit rather than just
slinging you with a shocking appraisal at the end of it, which you
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had noidea of, instead of giving you chances to improve throughout
the audit. And that’s what I've found has happened with most of my
jobs. I've been lucky.

When asked ‘Does your firm do a lot of lateral hiring, or is it mostly in at
the bottom and gravitate up?’, the following responses were given.

We have a lot of secondments. We have a lot of secondees...and...
that’s how we're filling in the gaps. We're not laterally hiring. We're
not hiring from another Big Four firm. We're accepting resources
from another country and bringing them.

[In response to “Are there many people going out the other way?’:] No,
not that many. Not nearly as many going out as are coming in.

At my assistant manager level, theyre all secondees. Every single
one.

Definitely at the manager level as well for us.

A lot of the local resources are leaving by the time they get to
[assistant managers| and then...in our division, audit too, we have
more secondee assistant managers and at one stage we had more
secondee managers than local managers.

[When asked how long secondments generally last:] Two or four years
usually...There [are] a lot that extend and there might be the slight
minority that might...stay here permanently, but the majority come
here for the two years, possibly extend for one and then move on.

[I]t might be that they want to get into the country, [have a] better
opportunity to maybe get a visa and this is their avenue to get in.

One secondee manager I know told me that the only reason she
came here was to see Australia, so [this Big Four firm| paid for that,
[for the| costs of her moving here and...when her [secondment]
finished she went back.

[I]n my division, financial services, there’s been an increased focus
on lateral hires. We've had people come in from another Big Four
firm at senior management level...and also they’ve had people come
permanently from overseas. Quite a lot of people...[at] a senior or an
assistant manager level move permanently from overseas.
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Comments on any other issues were invited next.

[T]here’s a difficulty at the moment in getting the right people—
at a graduate [level] and whether that’s...a few of the competing
industries and big organisations are pulling in more people, but...
there’s certainly a bit of a shortage out there.

[A]t the senior level as well, because our division lost quite a few
and they had to go international to try and recruit some seniors
because there just wasn't the demand in Australia...We hired a few
from India, Europe, Asia.

Pressed more, the interviewees respond that the recruits come from within
and outside their firm, and from industry too:

Which has its own implications because...a lot of those are here
for two years, so then they come in for two years and then you lose
them. So...in the next couple of years there [are] going to be some
real problems because there’s a lot of...lost continuity and even
though those people are coming through and going...to manager...
then they go...I've lost continuity on clients, lost continuity on
culture, so that’s...a big problem facing the firm in the next five
years.

When pressed on why this is so, the interviewees explain that it is the
nature of the secondment arrangement:

Some people stay, but...we had such a shortage with seniors...just
on my client alone, we had four seniors come in from the [United
States] just for the three months and then they went back...so
obviously we have the same problem for next year.

I know people from uni who are having problems getting [jobs]. It's
just that they don’'t know what audit does and what is audit...a lot
of my friends, even when I told them, I'm an auditor, theyre like
‘“What's that?’ I'm like an accountant and they're like, ‘Can you do
my tax return?’ I'm like, T don't do tax returns. I'm an auditor.’
They don’t know what it is, so getting people into a field where
they’re so unsure is going to be difficult.

[T]he firm’s being really, really proactive with trying to find
people...I hear...our people partner or whatever you call him,
who’s on the phone half the day talking about trying to resource
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staff and finding them from wherever. You can tell they’re making
an effort; it’s just hard.

We get plenty of new grads, [but] they just...tend to disburse.
I don’t know where they go.

I'm the only one left out of my grad group now in our division. So
that’s after three and a half years...people disappear so you don’t
get that continuity.

It’s happening before they get to senior as well now.

Before you finish CA as well. People have left...to go into industry
and finish off their CA there.

In response to a question about time off in lieu, one of the interviewees
responded that the firm used to have it, but ceased doing so about four
years ago. The interviewer then asked whether the bad clients had an
effect on the work/life balance. There was broad agreement with this
proposition:

[I]t’s just because...they've got bookings and if these clients go over
and over forever and ever, youre often not booked for when the
deadline is...So you're trying to do this work in your own time and
you've got a job that you're doing for another client. [In response
to a query about whether this time is booked to the client:] Oh, no,
you charge...but they've got a booking schedule. So it might say
this week you're out at this client, but when things go over time—
months sometimes—you're still chasing up on that work whilst
doing other work. So that’s where the work/life balance...can be
compromised greatly.

The interviewer then asks: ‘If you were assigned to an audit, would you
go in with an expectation that what you are expected to do can be done
in the time allocated?’

[I]t depends on the client. You generally know when youre not
going to, when something will happen pretty much at the start.
You know whether the time frame is reasonable...you've got that
historical basis and you also just know how much time things...
take, whereas a manager probably hasn’t done it for a few years and
they sometimes forget.
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[A] lot of us would be at the point where we're the ones setting the
time to do things. And I'm terrible for always underestimating. So
I'm probably guilty of committing [underestimates] myself, but...
everyone’s fairly realistic.

[In response to a query about whether hours over budget are charged to
the client:] Of course, you do charge time. [You] charge what you're
doing so that next year [the record is there]. That’s certainly the
attitude which is being pushed out there [but]...a couple of years
ago, it was, no, you wouldn’t charge that.

‘So there’s been a cultural shift in recent times?’ asks the interviewer
in relation to the recording of all hours of client work. There is general
agreement.

Because it’s not a matter of charging the client, it’s [recording the
hours]...and then you'd get less recovery...stuff but...[under-
recording| was leading to a lot of people not charging their time and
then people were saying, well, people aren’t working that many hours
because theyre looking at the stats and then that’s why we're still
working at 3 o’clock in the morning. So now...there’s been more of a
focus on job margins rather than recovery...so people are starting to
charge their time a lot more and we get into trouble if we don't.

[I]t’s shifting. I still think there’s some of that but it’s going...in the
right direction.

The interviewer asks: ‘But what about working from 7am Saturday until
3am Monday without going home?’

We do get time off in lieu, but it’s capped. We're not allowed to take
more than three weeks a year.

But you have to work a minimum amount before you can start
accruing.

It's 100 hours for every six months and then after that it’s hour
for hour, but you can only take three weeks and most of us would
accrue at least that for the three months.

[OJur department has tried—we can see the effort is there—but
they’re trying really, really hard to make the work/life balance
better. They've got those development days. Theyre trying their
hearts out, but they really can’t help client delays.
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In response to how many clients would be included in an individual’s
portfolio at any one time, responses varied between two to 12 in a year.
The number, the interviewees agreed, was the luck of the draw and a
matter of which team needed a new member when the graduates were
recruited.

[S]Jome people left in my division recently just because the jobs take
them away from their families too often...I work on a job which is
in [a rural town] and I'd spend about a month in [the rural town]...
I don't have kids...but if someone did have kids it...wouldn’t work
for them.

At some point in people’s lives...[family needs become] more
important than others.

And some people get sent overseas in our division very often...For
lengthy periods, or they’ll go for three weeks then come back for a
week and then go again, and you don't even get your weekends...
you might get a day off while you're over there, but you're still with
your colleagues, you're not with your family, and other people don’t
like that.

We've probably had a few people leave in the last year or two.
They’ve gone to do other work, transaction work and that kind
of stuff...they’ve got a bit of a taste for that and moved away from
audit, so still within [this Big Four firm| or one of the other Big
Fours, but it’s been another attraction, just the type of work.

The interviewer then asks whether the interviewees have any control over
the choice of client portfolios or they are just assigned them?

There’s some control. You can preference what you do and what you
want to be on and what you don't. It’s all pretty much dependent on
whether you're a high performer...as to how much flexibility you
get on your portfolio.

I don't think that I've got much flexibility with mine. Given that
some of the clients are a bit larger and...you’re resourced onto only
that one client. And it’s very hard to get off that one client once
you've been on that and then they recognise that you've got the
knowledge and the continuity to keep going with that job, so it’s
just a cycle that goes on...I have voiced up and tried to get a change
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but nothing’s happened...in the future, that might be something
that I consider as being a reason why I'd leave because...I can't see
anything outside the boundaries of that client that I'm currently
working on.

The interviewer asks: ‘Sois that cutting away from your previous statement
about training and the opportunity of developing and learning?”’

I've been given opportunities to work—there are things that I can
do—but...diversity is something that I haven't been given.

Next the interviewer asks how many clients each of the interviewees has.
Responses range from three to 15 for the middle-market tier.

Returning to the issue of what factors besides the work/life balance
have driven colleagues away, responses include:

Challenges. I know a number of people in the audit space specifically
who have just got bored and it...[becomes monotonous| doing the
same thing over and over again and...they’ve just got over it.

[ When pressed about where movement has been to:] A lot have moved
into more transaction jobs...having that...audit knowledge behind
them...Some have moved within [the firm]. Some have moved
external to [the firm]. Some have moved into more advisory roles,
but [boredom| was a major factor.

[When pressed on what type of opportunities—overseas, clients, other
firms:] Opportunities which draw people...[A] bit of everything,
but probably...more money, less hours and different roles.

When pressed, several interviewees state that a lot of colleagues go to
work for clients:

[T]he opportunities come to you. You've always got someone asking
what you're up to, whether you'd like a change...This year, I've had
a lot of recruiters [contact me]...So youre always getting thrown
something anyway. So whether you're at that point in your career and
you go ‘Maybe I'm ready for a change’. That could be a big factor.

[I]t’s also the circle that you're in, so if other people have changed
jobs that you know. I don’t know how your name gets out there but
somehow it does.
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[The work/life balance is| the main [reason|, particularly when—
I don't want to be sexist—but particularly with females who are in
their late twenties when they want to go and start a family. They
will go to industry for less hours where they can potentially work
part-time because...I don’t know if you can do it or not, but there’s
just the consensus that you can't really do that at [this Big Four
firm], or it’s hard to anyway.

Next the interviewer asks whether there is an expectation that the
interviewees do not report the hours worked on the above ‘messy’ sorts
of clients:

No comment.

Generally, for the very messy ones, youre in a position where you
will just bill the client whatever it takes, because it’s their fault.
But it’s where you've got the in-betweener—theyre not a brilliant
client, but they’re not a messy client, but there’s this tight budget
because they want to reduce fees. And you have this pressure to
keep your hours to the efficient ones and keep it at that.

You know how long it took you though.
You know how long it took you, how long it should have taken you.

I don't understand divisions...and I don’t think there’s as big a push
in our division to not report hours as in some of the other divisions.

I charge all my hours. Because the thing is that if the managers...
do well in budget, they’ll get a bonus. So its in their best interest
for their staff to charge seven and a half hours a day so their job
doesn’t go over-budget and then they get a bonus. And it works
the other way...if you have a job that goes completely over-budget,
often they're financially impacted, like higher up...But I just charge
my hours...If T want to get up a job, I just charge all my hours...
Because it’s very discretionary. One job is different to another, and
one manager’s different to another.

You're also being rated by these people, too.

It’s very much a balancing act.
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When asked about when they are able to take annual leave, the responses are:
Whenever you can squeeze it in.
Two weeks over Christmas.

[I]f you've got good clients, youre more willing to stay...a friend of
mine, who started the year before I started, and he was the reason,
or one of the reasons why I came...he left before I even started.
Within a year, he’d been on that many bad clients, he [had had
enough].

[Responding to the interviewer’s request to define a bad client:]
Difficult, difficult, the work’s not prepared, it’s not ready, so you're
always following them up, and that just increases your workload.
And because you've got other jobs running at the same time, you're
chasing up on jobs that are outstanding [as well as] the job at hand.

The interviewer then asks whether the interviewees think theyre going
to make partner. For one firm, the interviewee responses are all negative.
For a second firm, two raise their hands:

[A]t this stage, it’s just too hard to tell, and there’s so much that you
want to experience between now and the time when you [might]
make partner

It’s a lot of work as well.

[The work/life balance| doesn’t work, but there are enough benefits
that I can live in spite of [that].

I'm going to New York [for] opportunities for secondment...I'm
enjoying the work that I'm doing at the moment, [it] is challenging
and I can see that I'll progress.

[T]he work/life balance might be the one thing that may result in
me not wanting to be [a partner].

[A] 1ot of people wouldn't want to go overseas with their families to
live there, so you've got to take that. But a partnership is a good idea,
or even an executive director. But I'm not going to be a partner.
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Discussion then turns to partners’ salaries; estimates range between
$200 000 and $350 000. General discussion then takes place about
positions with high salary levels inside and outside public accounting
and the comparative length of tenure of partners and CEOs:

Interviewees were next asked whether people could have a honourable
position at the Big Four firms other than partner:

If you're manager or senior manager...obviously I'm not in that
position, but it just seems that you could go to something with much
less pressure and time and stress and more money....It seems like
those positions are for people who are looking to move to something
else, not to sit and stay.

We are paid less than commercial because there is that potential
increase every year and you will get more if you stay, so why stay
for that lower salary if you're not actually going for more.

The interviewer comments that ‘one issue that’s arisen in some of our
discussion is for someone who doesn't want to be partner, is there a
honourable position you can stop at?’. The response comes, naming the
executive director, the level below partner. Other comments follow:

Some people come in and make partner, some people are advised to
get up to partner.

I'd take their pay to do what they do.
No, I wouldn't.

And there [are] people who you know aren’t going to make partner,
but they do the same work.

There [are| not that many jobs that are above the executive director
in the industry in Australia, to get more pay.

[A]n executive director starts on 140 [thousand].
No, the lifetime one’s about 200, isn't it?

And there wouldn’t be many jobs, many industries where you can
earn...much more than that.
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[A] lot of the directors, if you stay at directors’ [level], you have...
expertise. So you're there as an expert...you're not there as an overall
partner who's got a bit of expertise, but got a lot of relationships
and brings in the work and things like that. So your directors are
more—they’ll come in and sort out specific problems and they’ll be
known for those.

The interviewer makes the comment: ‘And they tend to be back room?
You know, they tend to be technical in a particular area rather than
interfacing with clients or selling services or whatever?’

For that reason as well, we've had a few directors that have...been
known to say that they don’t want to become partners. They're
quite happy being directors so it’s just not on their agenda.

[In response to questioning about whether directors exit to work for
clients:] They still work in the same clients, they’re just not pushing
that step further.

6.1 Summary

More junior auditors convey some inconsistencies in their performance
appraisal systems, where a great deal can depend on the clients to which
they are attached and some managers will take this into account while
others will not. There appears to be variation in the skills of managers to
conduct these appraisals. Interestingly, there is little to no evidence of
pressure to not record real hours worked. There is, however, evidence of
compromise to the work/life balance with a system that does not compensate
adequately in less busy times for hours worked above standard during
busy times. The ‘audit readiness’ of clients, who are arbitrarily allocated
and then appear hard to move on from, is not factored into time budgets
and often these junior staffers are coping with a new client simultaneously
with a tardy one. The heavy use of secondees from overseas and the lack
of continuity in staffing that accompanies that is discussed, as are mixed
views about ambitions to become a partner.
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7.0 Issues and implications

The appraisal system, which is normally part of the mechanism to retain
people and provide them with a clear pathway to the future, received very
mixed ratings. While there was praise for the attempt to undertake an
appraisal, there was concern that it did not exhibit the signs of objectivity
that would be expected within the auditing profession; it was arbitrary,
it might not be supported by fact and, in particular, it was very client
dependent. For example, if you had continuingly problematic clients who
caused overruns and were unable to keep to time schedules that then gave
rise to or at least the perception of an unreasonable appraisal. It was noted
that some managers and seniors gave continuing clear feedback about
progress while others did not. There was a more generalised concern that
the statement of expectations and the clarity of that communication were
key messages for development in the appraisal system.

8.0 Concluding remarks

The central focus of this chapter is on recruitment of people into public
accounting and particularly into the practice of auditing. A key driver is
the ability to attract the ‘right” people into the profession because people
are the key resource in the practice of auditing. An important part of
the recruitment process lies in the attractiveness of the profession. The
practice of auditing, reputation, esteem and desirability of employment
in this part of the economy feed off a whole range of issues. In this
connection, recruitment into the profession of auditing is not a closed
system because, in part, the ability to recruit depends on the quality of
the work experience of those who are already in this line of employment.
The experiences of these people feed back into the ability to recruit and
with generation Y the desirability of work and the nature of that work is,
relative to the value set of older generations, disproportionately important.
Also, the information flows between those who have been recruited and
those the firm is seeking to recruit are much more active than in previous
generations with the advent of active and substantial social networking,
which is contributed to by the technology surrounding it.

The ability torecruit has also been influenced by the fact that Australia’s
universities have broadened their commerce and business degrees. Where
once a commerce degree in one of the sandstone universities was seen to
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be dominated by those majoring in accounting, the options available to
business and commerce are now many and varied, ranging from those
who major in actuarial science to those who undertake one of the multiple
majors in zoology. Australia’s universities therefore no longer shepherd
people into public accounting firms, as they might have done a generation
ago.

The structure of the funnel into the profession has changed and, so it
would seem, has the work of auditors. The relatively recent advent of high
levels of prescription and regulation has had an effect on the type of work
that is done, particularly by more junior auditors. There is also seen to be
less variety, with public practices being required to separate some of the
types of practice into other firms and independence requirements forcing
auditors to have less diverse careers with less choice about options during
their career path.

The changes to options within university degrees and to the nature
of the work are just two of the significant changes that have occurred
in the profession. As some would argue, however, the nature of the
recruitment process has not changed to reflect these differences. In some
other professions—for example, medicine—very different strategies
have been adopted. Once, to undertake medical education one aspired to
extraordinarily high university entrance standards and was educated in
an elite environment with elite levels of employment options at the end.
Entrance to the medical profession has, however, undergone profound
change with graduate entry (as opposed to undergraduate degrees in
medicine) now common and selection into medical training being based
less on elite scores at high school level and much more on core knowledge
and psychological suitability for the profession. The policy questions for
the auditing profession are: should auditors also be selected on different
grounds? Should selection be ‘fit for purpose’? Is the nature of auditing
now such that a different pool of recruits is required? Is it now the case
where there are high levels of prescription that we need recruits who
are more capable of undertaking highly detailed, repetitive but highly
prescribed work? Is the level of independent thinking that is no doubt
needed at some levels within the firm, such as partner, now a prerequisite
for all employment within the firms, particularly at more junior levels?

Recruitment strategies might adopt more diverse pathways targeting
those who do not come from a commerce or business degree—those who
might be mature age or who have taken a more selective educational
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pathway (such as honours) or who might come from an international
background. The key question is: does recruitment still match the task of
the auditor?

If there is a mismatch between the current contemporary work of an
auditor and the recruitment strategies, is it the recruitment strategies that
need to change or is it the nature of the work? Either option might be
possible.

The acute recruitment crisis that occurred in the years before the
global financial crisis has now passed, but lower levels of competition in
recruitment of new staff might only mask an underlying challenge for the
auditing profession and, once competition starts again, the challenges in
recruitment might simply resurface.

If the profession continues to recruit the intellectually gifted, strong,
independent thinkers and those who seek intellectual challenge and
require diversity of employment then consideration needs to be given
to providing work that is of that type and that fits the generation Y
work philosophy, as well as a substantial shift in the image profile of the
accounting profession. The gloss of possibly becoming partner in 12 or
15 years might not be what it once was and the need for generation Y to
have a passion and an interest must be fulfilled. An image enhancement or
possibly an image makeover is needed.

The mechanisms used to attract staff into public accounting and, in
particular, auditing appear to be many and varied. There are various
mechanisms used to recruit and select individuals, including ‘accessing’
potential staff before graduation. The rationale used by individuals to
select audit as a career also vary while there is widespread appreciation of
the available training and support once in the profession. The one common
theme seems to be mechanisms for recruitment and obtaining some degree
of traction and bonding with other people within the firm. The use of
cocktail parties, leadership seminars, information sessions, syndicate
participation opportunities and the like are perceived as mechanisms for
attaining interaction at a people level rather than specifically about the
work or career opportunities within the profession. Many individuals
interviewed indicated that they joined the profession for any number
of reasons and it would appear serendipitous, but all were linked with
interacting and obtaining traction with people within the profession
rather than any perceptions about the general status or prestige of the
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profession, perceptions about income derived from employment or other
aspects of auditing that were not ‘delivered’ via personal interactions.

Two important policy issues—one relating to the accounting firms
and the other to the profession more broadly—were also common themes
among suppliers. First, the nature of a career in a major accounting firm is
no longer the lure that it might once have been. For example, an individual
might enter one of the accounting firms, qualify with a professional
designation and then exit the profession into a relevant industry. This
person likely will continue to make a name as a competent and hard-
working individual with relevant industry expertise, but is now perceived
to be just as employable as if he or she had stayed in the employment
of the firm throughout their career. The fact that the individual left an
accounting firm at some point makes the possibility that this individual
will not return to professional practice and auditing a real likelihood.

The second issue is a common policy statement voiced in various ways,
but which in essence can be distilled to the point that if the profession
does not acquire the right quantity and quality of those interested in
auditing into the profession at the start, it will not have the right pool of
people to draw on for more experienced positions in the future. This has
implications not just for suppliers of audit services but for the purchasers
of those services and indeed the regulators of that market. If our economy
simply does not have the talented people with the right experience in
sufficient quantity then the market for audit services will not be able to
match community expectations with regard to the quantity and quality of
services undertaken. Standard setters also enunciated similar comments.

Many comments made elsewhere in this report go to the whole issue
and ethos of training and experience and there are various specific
observations made by purchasers that support this view. While there was
considerable welcoming of the opportunity of a wider set of university
graduates into the profession, there was still the public policy question of
the effect this would have on the traditional university accounting degree
program. Would the presence of alternative pathways have a negative
effect on entrance standards and the quantity of accounting graduates
entering or exiting universities in Australia? If there are alterative
pathways then what will be the consequences? This could be the basis for
another potential long-term study on the effect of the training and labour
market in accounting, which might be of benefit to the profession going
forward.



