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Abstract 

Public interest is highly important to the accounting profession because, according to the professions code of ethics, “a label 
of the accountancy profession is its acceptance of the responsibility to act in the public interest"(IFAC, 2011), but there is not 
a common consensus on what exactly is in the public interest. In the same time, the accountancy profession includes 
individuals and private companies profit oriented. In this circumstance, the objective of the paper is to explain the concept of 
public interest from both sides: the accounting profession, and expectations of the interested parties. For this, a literature 
review analyzes the main studies in accounting research literature that analyze public interest from a theoretical approach.  
This study provides an accounting conceptual framework for public interest, based on the definitions of 'public interest,' and 
the dilemma between public and private interest.  Also, proposes an evaluation tool of the degree to which any policy, action, 
process, or condition are in the public interest. The framework and the assessment tool are "designed to provide policymakers, 
regulators, and business leaders with the means to more consistently assess many of the issues which are currently in debates 
at the national and international levels."(IFAC, 2011) 
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1. Introduction 

In recent decades, especially in the early 1980’s, there was a dramatic expansion in the financial market 
concerning the company’s financial mechanisms and a series of sophisticated financial instruments appeared. At 
the same time, this complexity created opacity, mostly because of the lack of transparency, but also the 
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difficulties in the understanding of investors, producers of financial information or auditors. All these elements 
lead to the diminishing opportunities for comparison; verification and certification of financial information 
considers Mr. Stavros B. Thomadakis, the Chairman of the Public Interest Oversight Board in his speech about 
"The accounting profession and the turning point of the crisis” (Tomadakis, 2009) 

Financial failures of companies that seemed particularly solid, bankruptcies of some major companies, in some 
cases triggered by the fraudulent or make-up sets of financial statements, eroded public confidence in accounting 
and implicitly in financial auditing and finally in the whole accounting profession. 

One of the criticisms addressed directly to the accounting profession is the fact that the accounting and audit 
standards are essentially subjective and therefore, do not represent the interests and values of society (Zaid, 
1997). Some researchers (Mattli & Buthe, 2005) have begun to ask questions about the ability of accountants to 
comply with their duties in connection with the public interest, and the social role of accounting, which has led to 
increasing concern about the future of the accounting profession. 

Sikka et. al. (1989) studied the perception of UK professional bodies of how their actions serve the public 
interest. They believe that the accounting profession plays a pivotal and influential role in the auditing and 
regulation of economic and social affairs. The professional bodies analyzed exposed deep interest in the role of 
accounting and auditing in society, compared with the low attention given to professional obligations to act as an 
advocate (guardian) of the “public interest”. Thus, there is no correlation between reported obligations and their 
implementation in practice. 

It is imperative for the community of accountants to restore public confidence vis-à-vis their profession. In this 
respect, Rezaee (2004) thinks that public trust in the auditor’s professional judgment and reputation plays a 
crucial role in strengthening the audit function that adds value through services that increase the credibility of 
published financial statements. Besides professional bodies, governments, regulators, supervisory bodies, and the 
business community as a whole are interested in this approach. 

In this condition, the purpose of the research is to clarify the concept of public interest into the context of 
accounting profession interaction with the interested parties. For this reason was used a theoretical approach 
based on a literature review analyze of the main studies in accounting research literature about public interest. 
The results of this research are to provide an accounting conceptual framework for public interest, based on the 
definitions of 'public interest,' and the dilemma between public and private interest and to propose an evaluation 
tool of the degree to which any policy, action, process, or condition are in the public interest.  

The paper's structure consists of six sections. The first section includes a synthetic overview of the importance 
of public interest for the accounting profession. Thereafter, we present the paper’s research methodology, 
followed by a discussion of the findings about the main pillars of the conceptual framework of public interest and 
a possible assessment tool of accounting actions in the public interest. We close in the last section with some 
conclusions. 

 
2. Methodology Research 
 

This study is a review, based on the content analysis of significant articles from the literature and speeches of 
famous international personalities on recapturing public trust by the accounting profession. The paper develops 
the meaning and implications of the public interest concept, based on a survey of the scientific studies published 
in relevant books and journals, and studies of international professional organizations in this area of interest. 

 
3. Public interest concept   
 

According to the legitimacy theory, society and their members gives legitimacy to an organization, a 
profession only when the entity’s value system is similar to that of the society in which it operates. Between 
them, there is a social contract, an agreement (Deegan, 2002). 
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A profession can be defined by the following elements: a doctrine, an authority, an internal system of 
discipline, a code of ethics and ‘culture’. Applying this definition to the accounting profession, one must add a 
new characteristic: members of this profession provide services not in their own interest but for the public good, 
to meet the needs of the public interest. In the accounting profession case, it has assumed responsibility to serve 
the public interest, and professional authority of accountants’ justification is underline when said accounting 
information serves its purpose. Therefore, professional accountants recognize their responsibility to act in the 
public interest as part of a social contract. Moreover, the society is confident that members of the accounting 
profession are working in the public interest, respecting the "fundamental principles of professional conduct, such 
as expertise, knowledge, competence and integrity". (Jackling B, Watty K, 2008) 
 

In accordance with the “legitimacy theory”, an organization’s survival is threatened if the community finds 
that the organization has violated the social contract. It is crucial to remember that it is the society’s perception of 
the organization’s behaviour, which is more valuable than it is the actual conduct. Community expectations can 
change over time, and standards that are legitimate at some point of time can be considered illegitimate at a later 
date (Deegan, 2002). The slow shift of the focus of auditing and accounting firms onto reaping bigger and 
quicker profit, the increased risk of a conflict within the social contract between the entity and society, an 
antagonism between the public interest, and financial self-interest of the accountant. 

Another theory that emphasizes the social role of the audit belongs to Professor Theodore Limperg at the 
University of Amsterdam in 1930. This Theory of Inspired Confidence connects the companies’ needs of reliable 
financial information with the ability of auditors to meet these requirements. Also, explain how the changes in the 
needs of society and the evolution of auditing methods and techniques interact, and change the role of the audit 
function. The audit is discussed in this theory from an economic perspective (Carmichael, 2009). 

Considering financial audit, it has no purpose or value if we do not consider its practical utility; to provide 
audit services traditionally demanded by the society. Initially, the audit function was to meet a need of 
individuals or groups within the society, for information or assurance regarding the activities and performance of 
others in that they have a legitimate interest (Flint, 1988). Services offered by the accounting profession are 
public goods because they are indispensable for the society as a whole. In the absence of regulations, service 
providers would not provide correctly these public goods. The clients of the accounting profession are the 
customers, creditors, governments, employers, employees, investors, business communities, donors, and others 
who rely on the objectivity and integrity of professional accountants to maintain the proper functioning of the 
economy. 

Professional accountants deal with a narrow range of activities, namely the preparation and delivery of 
accounting, compilation of financial statements, than their analysis and audit. They serve the interests of their 
clients; they have a service contract with them, a commercial contract with all its well-known components 
(contracting parties, object, deadline, value, and responsibilities of the parties). Thus, one can say that 
professional accountants serve private interests (those of the customers’). Moreover, at the macroeconomic level, 
taking into consideration all the financial statements of all economic actors that can be analyzed with a common 
standard, it is already a matter of public interest. 

 
4. Conflict between public interest and private interest 
 

The notion of public interest is abstract; it refers to the society as a whole, seeing all its members together 
and not each of them individually. Public interest is defined in various ways, in the international literature. Baker 
(2005) devotes a study to defining the ‘public interest mission’ concept based on an analysis of prominent bodies 
of the American accounting profession that declare they act for the public interest. In his study, Baker notes the 
existence of an ambiguity about how the accounting profession serves the public interest (given its own business 
interests). Baker defines public interest as the ‘collective welfare’ of the people and institutions, and the 
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profession has to protect the economic interests of third parties by providing relevant and reliable economic data 
in terms of facilitating decision-making and effective economic action. 

Hanlon (1994) suggested that pursuing self-interest has led to a crisis in the accounting profession. 
Accountants put too strong an emphasis on the commercial side of their services; they prefer indicators related to 
turnover, revenue, and profit – at the expense of other indicators that would reflect the public interest. The demise 
of Arthur Andersen is the result of their failure to meet society’s expectations. This failure resulted in the 
termination of the social contract between society and this auditing company. 

This event has had wider consequences: the failure of some significant member players can be considered 
the beginning of an identity crisis of the whole accounting profession, which may affect the survival of other 
large, medium-sized, or small accounting firms and bodies of the accounting profession in general. 

Lee (1995) analyzed the accounting profession in the United Kingdom and USA to ascertain the 
phenomenon of conflict between personal and public interests. He showed how the British and American 
accounting profession has, due to a heated public debate on this issue, elaborated a professional ‘outsourcing 
defence mission’. The author concludes that the economic self-interest of accounting professionals is compatible 
with the accounting profession’s desire to promote the public interest. 

O’Regan (2007) studied the accounting and auditing profession in Ireland and how they serve the public 
interest. This reflects a general confidence in the operation of the market, with regulation being considered 
necessary only to address shortcomings of the market. In the last period, a combination of factors, ranging from 
corporate collapses in which the sovereignty of the auditing profession were questioned, to a variety of political 
pressures arising from globalization and the exigencies of international financial markets, created an environment 
in which increased state action has been seen as critical to securing the public interest. In Ireland, these 
international developments conjoined with political and media disquiet at revelations regarding the conduct of 
leading accountants and auditing firms to create a situation in which modifications to this regime could be 
considered. The result was a state initiative to introduce an independent body, the Irish Auditing and Accounting 
Supervisory Authority, to regulate the profession. This study used public interest theories as the dominant 
paradigm to investigate this development. 

 
5. An assessment tool of public interest oriented accounting profession actions 
 

In 2003, IFAC reconsidered its regulatory responsibilities to determine how they can increase their position 
in ensuring that professional accountants worldwide serve the public interest in their activities. As part of this 
process, IFAC launched a series of consultations with global regulatory agencies, regional and international 
organizations, its member organizations, and the accounting profession. 

In November 2010, IFAC, with the intention of clarifying the concept of public interest, launched a public 
debate by issuing a position paper entitled “A Public Interest Framework for the Accountancy Profession”, 
intended to serve IFAC member organizations and others to determine better if they serve to the public interest 
through their actions and institutions. IFAC believes that all professional organizations should take public interest 
into account when discussing whose interests the profession serves. 

IFAC believes that the public interest can be defined as the net benefits derived for, and procedural rigor 
employed on behalf of, all society in relation to any action, decision, or policy. (IFAC, 2012) In order to define 
the public good, IFAC set up a conceptual framework based on three criteria: consideration of costs and benefits 
for the society as a whole, adherence to democratic principles and processes, and respect for cultural and ethical 
diversity. The conceptual framework provides criteria which help to formulate policy positions of the profession, 
as well as a well-defined benchmark for new regulations for the development of professional standards and 
assessment of the public interest. This document was truly well received by the international community of 
accounting professionals, regarding the comments received from professional organizations. 
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To determine if an action, decision, or policy undertaken are in the public interest, an assessment can be 
made against the public interest criteria, conscious of the dimensions of the assessment outcome (net benefits) 
and process. This involves two dimensions to be assessed: 
-Assessment of costs/benefit, the extent to which, for society as a whole, the benefits of the action, decision, or 
policy outweigh the costs; and 
-Assessment of the process, the extent to which the manner for considering the action, decision, or policy was 
conducted with the qualities of transparency, public accountability, independence, competence, adherence to due 
process, and participation. 

IFAC considers the degree to which each assessment is applied should correspond to the size, scope, and 
potential repercussions of the subject under evaluation (IFAC, 2012). Also, cultural differences and ethical 
systems should be considered in assessing whether or not the public interest is being served, especially where 
institutions are operating internationally. As a consequence of this, it started a process of changing some parts of 
the accounting profession code of ethics, and addressing conflicts of interest. 

 
6. Conclusions 
 

In the present context, we can say that the last financial crisis, which started in 2007, is a massive failure of 
the struggle between private and public interests at the expense of the latter. In pursuit of quick profits, 
speculative actions occur in all areas of activity. 

In recent years, various professional bodies, and especially the IFAC, have done great efforts to restore 
confidence in the accounting profession, and to strengthen its accountability to the public interest. Auditing 
standards were revised to increase objectivity and clarity; the Code of Ethics was also reviewed, especially with 
regard to the independence of professional accountants and conflict of interest. 

We are strongly convinced that society’s trust in the accounting profession can only be strengthened if the 
accounting profession itself steps up its efforts to achieve these objectives. All these efforts of professional bodies 
are also made for the benefit of their members, in defence of confidence in the profession. Thus, the social 
contract between the accounting profession and the society, the community can be upheld, and the latter should 
not be forced to terminate this contract and seek other solutions. 
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