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Abstract 

Accounting Rules and Accountants 

Anthony Le 

 

 I explore the role that accounting rules, in particular the restrictiveness of GAAP, have 

played in the declining number of accountants. I find that when exposure to restrictiveness is high, 

there are fewer students majoring in accounting, fewer CPA exam candidates, and fewer accountants 

and auditors overall. The overall number of accounting positions that firms recruit for does not 

decrease when exposure to restrictiveness is higher – however, the nature of accountants’ work 

changes. There is less focus on tasks such as applying judgment, thinking creatively, and thinking 

critically and more focus on determining compliance. Despite the decrease in accountants, earnings 

for accountants do not increase, and the wage distribution becomes more compressed. I supplement 

these analyses with a survey-based field experiment. Consistent with the archival results, the 

salience of restrictiveness deters students from entering the profession due to their inability to use 

creative and critical thinking. Overall, the findings suggest that restrictive regulation can shift the 

task content of occupations and reduce the pool of individuals interested in the profession. 
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Chapter 1: Introduction 

The accounting profession has faced a significant decline in new entrants. The declining 

supply of accountants not only has important implications for the accounting profession but also 

“threatens capitalism’s future,” with firms increasingly referring to the lack of qualified 

accountants as a material weakness in their financial reporting (Wooldridge, 2022; Maurer and 

Glickman, 2024). While the recent decline in accountants exemplifies the profession’s struggles 

with recruiting new talent, it reflects a longstanding issue accounting has faced.1 One of the most 

common reasons individuals avoid entering the accounting profession is that they perceive the 

job as “boring” and “dull” (e.g., Francisco et al., 2003; van Tilburg et al., 2023). Accordingly, 

professional organizations such as the American Institute of Certified Public Accountants 

(AICPA) have made it a focus of their CPA pipeline plan to “[dispel] outdated perceptions and 

[leverage] positive messaging” to attract future accountants (AICPA, 2023). Using archival and 

survey data, this study empirically examines a factor that may have reinforced the negative 

stereotypes surrounding the profession and contributed to the declining supply of accountants: 

the regulation of the profession through the Generally Accepted Accounting Principles (GAAP). 

In particular, I focus on how the restrictiveness of GAAP has shaped the role of the accountant 

and whether it has affected the labor market for accountants.  

GAAP plays a significant role in dictating what accountants do in their day-to-day work 

(Kothari et al., 2010). Public firms are required to follow GAAP when preparing their financial 

statements and have them audited to ensure that they comply with all relevant requirements. 

While not mandated to do so, as many as 80% of private firms also produce GAAP-compliant 

 
1 For example, Petersen (1999) discusses an accountant shortage and its implications for audit quality. 
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financial statements (Lisowky and Minnis, 2020). The focus on GAAP also affects the 

accounting curricula: a significant amount of accounting education revolves around 

understanding and implementing GAAP (Siegel et al., 2010). Thus, changes to GAAP can 

meaningfully alter the types of tasks an accountant engages in (e.g., problem-solving or 

compliance). The shift in tasks can consequently impact crucial factors in individuals’ 

occupational choices, such as how enriching the work of an accountant is and the pay that is 

warranted for such tasks. The prominence of GAAP in defining an accountant’s tasks makes 

studying GAAP’s impact on the accountant labor market critical to understanding what makes 

the profession (un)appealing to prospective and current accountants.  

This study focuses on the restrictiveness of GAAP and how it impacts the accountant 

labor market. The restrictiveness of the standards that make up GAAP varies substantially across 

regulatory bodies (i.e., the Accounting Principles Board versus the Financial Accounting 

Standards Board) and across different standards. A shift towards more restrictive standards (and 

thus more restrictive work) could change prospective accountants’ perceptions of what the role 

of an accountant entails. For example, restrictive rules could shift the work of an accountant 

towards more “mechanical” and compliance-driven tasks. The shift in tasks could drive 

accountants away from the profession because routine and mechanical tasks typically pay less, 

and people find mechanical tasks (i.e., “counting beans” in the context of accounting) less 

interesting and rewarding than tasks that involve creative and critical thinking (Friedman and 

Lyne, 1997; Sunder, 2010). Alternatively, if individuals perceive the characteristics of 

accounting to be fixed traits (i.e., that accounting is always restrictive regardless of regulatory 

changes), then changes in restrictiveness may have no impact on the number of accountants. 
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Thus, the impact of restrictiveness on the aggregate number of accountants remains an empirical 

question.  

I study this question by defining a measure that captures the exposure of U.S. states to the 

restrictiveness of GAAP standards. The variation in this measure is driven by variation along 

three dimensions: across standards, industries, and states. First, the implementation of new 

standards, the succession of old standards, and the amendment of existing standards lead to 

changes in restrictiveness over time. I capture the restrictiveness of a standard by computing the 

share of restrictive words, which include the words “shall,” “should,” and “must” (Hribar et al., 

2022). For example, FAS 13 (“Accounting for Leases”) offers accountants little flexibility in its 

application by defining a rigid set of rules that leases must meet to be classified as either an 

operating or financing lease. In contrast, FAS 121 (“Accounting for the Impairment of Long-

Lived Assets”) provides accountants considerably more flexibility by allowing them leeway to 

apply professional judgment when testing for asset impairment. There are also shifts within 

standards, such as the transition from FAS 123 (“Accounting for Stock-Based Compensation”) to 

FAS 123R (“Share-Based Payments”), where the same standard became more restrictive over 

time. The second dimension along which this measure varies is how exposed industries are to 

different standards. For example, firms specializing in oil and gas production and extraction are 

more exposed to FAS 19 (“Financial Accounting and Reporting by Oil and Gas Producing 

Companies”) than a company in the cattle ranching industry would be. These differences create 

variation across industries in exposure to restrictiveness since different industries are exposed to 

different standards. Third, states differ in their industrial composition. These differences create 

variation in exposure to restrictiveness across states since a state that focuses more on industries 

exposed to restrictive standards (e.g., utilities) is more exposed to GAAP restrictiveness than a 
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state whose economy focuses on industries that are exposed to less restrictive standards (e.g., 

manufacturing).  

Equipped with this measure, I begin my empirical investigation by assessing the impact 

that states’ exposure to GAAP restrictiveness has on the number of accounting undergraduate 

students, CPA exam candidates, and accountants/auditors overall. My research design focuses on 

the impacts of GAAP restrictiveness on accountants relative to other occupations and majors. I 

find that higher exposure to restrictiveness significantly reduces the number of accountants and 

auditors within a state. In all tests, I also control for the effect of the 150-hour rule to ensure that 

the implementation of this rule does not confound the results. I find similar results when 

assessing the impact of restrictiveness on CPA exam candidates and the number of accounting 

students. Altogether, the results suggest that greater restrictiveness reduces the number of 

prospective and existing accountants.  

Next, using data on online job postings, I explore the impact of restrictiveness on the 

accounting positions that firms recruit for. I find that the total number of job postings for 

accountants does not change when restrictiveness is higher despite there being fewer 

accountants. The nature of the job, however, does change. I categorize job tasks based on the 

O*NET activities/skills that are most relevant to accountants, drawing on the dictionary created 

by Atalay et al. (2020) to identify job characteristics in job advertisements.2 I define “judgment-

related” activities as ones that mention creativity, judgment and decision-making, critical 

thinking, and adaptability/flexibility. I compare these against other accounting-related 

activities/skills such as compliance duties, information collection, measurement, and math skills. 

 
2 O*NET is a widely used occupation classification system maintained by the U.S. Department of Labor. 
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I find that higher exposure to restrictiveness significantly reduces the relative demand for 

“judgment-related” tasks and increases compliance duties.  

I further explore the finding that GAAP restrictiveness shifts accountants’ occupational 

tasks by assessing the impact of restrictiveness on accountants’ wages. I find that average annual 

salaries slightly decline when exposure to restrictiveness increases. This finding is likely a result 

of the shift towards more routine and less judgment-related tasks. Whereas creative and 

judgment-based tasks need to be serviced by high-wage labor, compliance tasks can likely be 

serviced by lower-wage employees (Bacolod et al., 2009; Acemoglu and Autor, 2011; Deming, 

2017; Danieli, 2022). Additionally, I find that the wage distribution becomes more compressed, 

particularly at the top end. This finding is consistent with the interpretation that restrictiveness 

primarily reduces the demand for high-skill labor.3 

Next, I assess the types of students who are most deterred by changes in restrictiveness. I 

do so using the Higher Education Research Institute’s (HERI) survey data, which includes 

students’ self-assessed creativity ratings and information on their college selection process. First, 

I find that students who place greater importance on being interested in their major choice 

experience the largest decline. These results are consistent with the profession’s restrictive nature 

making it less interesting. This finding is in line with other studies (e.g., Cassar and Meier, 2018; 

Breuer et al., 2023a; Burbano et al., 2024) that have found that having interesting and 

meaningful work is important to employees’ overall satisfaction. Second, I find evidence that 

restrictiveness deters creative students from entering accounting: the bulk of the decline comes 

 
3 Danieli (2022), focusing on the cross-section of occupations, documents that there are lower returns to skill for 
routine occupations. This results in a modest decline in average wages and a large decline in wage dispersion, 
particularly through reductions for the highest-earning routine workers. van der Velde (2020) focuses on within-
occupation changes in routineness and finds that it decreases wage dispersion. 
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from those who are average and above average in terms of creativity. This finding is consistent 

with the shift from judgment tasks to compliance tasks constraining creativity.  

I then investigate how information on restrictiveness transmits to prospective and current 

accountants by assessing several plausible channels. First, I document that increases in 

restrictiveness reduce current accountants’ job satisfaction. The decline is rooted in 

dissatisfaction with the occupation’s intellectual challenge and pay. Second, I document that 

restrictiveness changes public discourse on social media about the accounting profession. Using 

data from Reddit posts, I find that the discourse on the accounting profession is more negative 

after the implementation of restrictive standards. Finally, in the sample of students, I find that the 

largest reductions emanate from individuals who consult external parties (i.e., guidance 

counselors, parents, teachers) in their college career choices. This finding is consistent with the 

possibility that those parties, who likely have greater access to information on the nature of the 

profession, provide students with information that deters them from pursuing accounting. 

Altogether, the results are consistent with restrictiveness leading to a more negative view of the 

accounting profession among accounting professionals (which is communicated through 

channels such as social media), and students may learn about such perceptions from informed 

parties.  

Finally, I supplement the archival analyses with a survey of current undergraduate 

students and a survey-based field experiment. I surveyed 1,000 undergraduate students on the 

factors that deterred them from becoming an accountant. Consistent with the archival findings, 

the results from the survey suggest that the inability to express creativity and apply critical 

thinking is a key reason for students’ disinterest in accounting. In addition to the survey, I 

conducted a 1×3 field experiment using an additional 900 undergraduate students to validate the 
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archival findings and understand whether the salience of restrictiveness shifts their perceptions of 

the profession. I distributed the same survey to all subjects but primed them before they started 

using one of three randomized prompts: a restrictive, neutral, or judgment-based prompt. The 

restrictive prompt describes accountants’ work using terms such as “must,” “rules,” and 

“required,” while the judgment-based prompt uses words such as “can,” “choices,” and 

“judgment.” I find that subjects shown the restrictive prompt have significantly heightened views 

of accounting as a profession that does not allow for creative or critical thinking. These findings 

help strengthen our understanding of why restrictiveness makes accounting less appealing and 

why it reduces the number of accountants.  

The collective findings suggest that a shift towards more restrictive standards leads to a 

significant decrease in the number of accountants (students) interested in remaining in (entering) 

the profession. I find that restrictiveness leads to a meaningful shift in occupational tasks towards 

more compliance-heavy and rules-focused duties and away from judgment-based and creative 

tasks. The shift in tasks moves the demand towards lower-paid individuals, which decreases the 

average wage despite there being fewer accountants. The shift in task content also changes the 

public’s perception of the profession and makes the work less interesting, which reduces the 

aggregate number of accountants. Altogether, the results indicate that restrictive regulation can 

shift the occupation’s task profile, which reduces the average wage and decreases the pool of 

candidates interested in entering the profession.  

This study contributes to multiple strands of literature. First, it contributes to the literature 

on the determinants of accountant labor supply. Past literature in this area has primarily focused 

on the consequences of occupational and spatial licensing requirements on the supply of 

accountants (Bloomfield et al., 2017; Cascino et al., 2021; Barrios, 2022; Sutherland et al., 
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2024). Several studies have also investigated the types of students who select accounting as a 

career choice and find that they typically place greater weight on extrinsic factors (Leiby and 

Madsen, 2017; Madsen and Piao, 2021). Other studies have suggested that external factors, such 

as exposure to corporate fraud, can change the composition and number of accountants (Carnes 

et al., 2023). I contribute to this literature by establishing that the restrictiveness of accounting 

rules can significantly impact individuals’ decisions to enter the accounting profession. The 

findings show that restrictiveness makes the profession’s tasks less interesting and reduces 

average pay, two factors that have been discussed extensively as contributing to the declining 

supply of accountants.  

Second, this study contributes to the literature on accounting regulation and standard-

setting (Leuz and Wysocki, 2016). In particular, while studies have assessed the impact of 

accounting regulation on corporate outcomes, fewer studies have focused on the labor market 

consequences of accounting regulation. The existing literature in this area finds that financial 

reporting can impact rank-and-file employees’ job search decisions (e.g., Choi et al., 2023b,a; 

deHaan et al., 2023). A more nascent strand of literature focuses on the effects of financial 

reporting and audit regulation on accountants and auditors themselves (Bloomfield et al., 2017; 

Breuer et al., 2023b). My study contributes to this literature by focusing on a particular feature of 

accounting regulation (i.e., the restrictiveness of GAAP) and finds that it has significant 

consequences for the aggregate supply of accountants.  

Third, this paper contributes to the literature on rules-based and principles-based 

standards. The literature in this area has primarily focused on the firm-level consequences of 

applying standards with differing characteristics and the firm-level responses to rules-based or 

principles-based standards (e.g., Mergenthaler, 2009; Donelson et al., 2012; Folsom et al., 2017; 



 9 

Young, 2023). The experimental literature focuses on the decision-making processes of the 

auditors who apply standards (Kadous and Mercer, 2012; Kadous and Zhou, 2019; Mendoza and 

Winn, 2022). This study contributes to this literature by defining a state-level measure of 

exposure to GAAP restrictiveness and assesses its impacts on an aggregate outcome (i.e., 

aggregate accountant supply). It also contributes to the literature by showing that the nature of 

the accounting standards can impact whether the individuals who apply the standards find the 

task enjoyable and rewarding.  

Lastly, this paper has implications for professional organizations and standard setters. 

The findings in this study suggest that the restrictiveness of the profession, along with its impact 

on the profession’s external reputation, has significant implications for the number and the type 

of students who want to become an accountant. The findings also show that the restrictiveness of 

GAAP feeds into the stereotype of accounting as a “mechanical” profession, exacerbating future 

declines in labor supply. The collective findings suggest that accounting regulation shifts the 

profession’s tasks towards ones that are less interesting and less well paid, a change that leads to 

a significantly lower number of accountants.  
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Chapter 2: Institutional Background 

2.1 The Landscape of Accounting Standard Setting 

The standards released by the Financial Accounting Standards Board (FASB) dictate 

allowable financial reporting practices for publicly traded, private, and non-profit companies in 

the United States. There have been multiple standard setters, starting in 1939 with the Committee 

on Accounting Procedures (CAP) and then shifting to the Accounting Principles Board (APB) in 

1959, which were both a part of the American Institute of Certified Public Accountants 

(AICPA). In 1973, the APB was superseded by the FASB, an independent standard-setting 

organization. Since then, firms’ financial reporting has been governed by the APB and FASB 

standards that make up GAAP. Until 2009, these standards were separately released based on 

topic. The standards could introduce new accounting topics or amend and supersede existing 

standards. Following 2009, the standards were combined into one authoritative document, the 

“Codification,” which makes up the entirety of U.S. GAAP.  

The features of the standards released over time have varied considerably. For example, 

standards can vary in scope (i.e., narrow versus broad) and prescriptiveness (i.e., whether they 

allow for discretion and judgment). These features can vary substantially both across and within 

standard-setting bodies.4 For instance, standards such as FAS 13 (“Accounting for Leases”) and 

FAS 133 (“Accounting for Derivatives”) are typically viewed as more rules-based or restrictive 

standards (Schipper, 2003). On the other hand, standards such as FAS 5 (“Accounting for 

Contingencies”) and FAS 121 (“Impairment of Long-Lived Assets”) are considered less 

restrictive and more principles-based (Nelson, 2003). Notably, the same standard-setting agency 

 
4 For instance, the standards and opinions released by the Accounting Principles Board (APB) are typically viewed 
as more principles-based than rules-based compared to the FASB standards. 
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(i.e., the FASB) released all of these standards around the same period, yet they vary 

substantially in their level of restrictiveness.5 

The exposure of specific firms and industries to standards also exhibits considerable 

heterogeneity. Some standards, such as FAS 19 (“Financial Accounting and Reporting by Oil 

and Gas Producing Companies”) and FAS 53 (“Financial Reporting by Producers and 

Distributors of Motion Picture Films”) are sector-specific and thus apply only to firms within 

that sector. The exposure to non-sector-specific standards is more subtle. For example, while 

FAS 2 (“Accounting for Research and Development Costs”) is not directly tied to a specific 

industry, certain industries’ business transactions are more likely to be relevant to this standard 

(e.g., pharmaceutical manufacturers and scientific R&D services). Another example, FAS 71 

(“Accounting for the Effects of Certain Types of Regulation”), does not target a specific sector, 

but since it covers accounting for rate regulation, it is naturally more relevant to specific 

industries’ business activities (e.g., electric power generation, natural gas distribution, water, and 

sewage systems).  

This differential exposure of industries to standards and the differing levels of 

restrictiveness of standards is likely to impact the day-to-day work accountants engage in, 

depending on what kinds of firms they provide their services to. Accountants’ work is greatly 

influenced by the standards that make up GAAP and what procedures the standards do or do not 

allow (Kothari et al., 2010). While not all client firms are required to prepare their financial 

statements using GAAP, all publicly traded firms are required to do this, and a substantial  

share of private firms’ capital providers also request GAAP-compliant financial statements 

(Lisowky and Minnis, 2020). Thus, the industrial composition in the region where the accountant 

 
5 FAS 13 and FAS 5 were released in the 1970s, and FAS 133 and FAS 121 were released in the 1990s.  
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works will likely influence the standards and procedures accountants apply and the level of 

discretion accountants are allowed to use.  

 

2.2 Historical Debate on Standard Setting and Accountants 

The notion that standard setting could shape the accounting profession has long historical 

roots. Journal of Accountancy Editorial Board (1906), the earliest documented discussion of such 

a notion, poses the question that “if all corporate accounts are to be prescribed by government 

officials ... will not further progress in accounting methods be checked?”, adding that 

“accountants, in thinking out novel and better plans, [will] be much restricted ... [ceasing] to be a 

stimulating factor and [becoming] little more than dead weight.”  

In the century following the publication of the Journal of Accountancy’s editorial piece, 

countless practitioners and scholars have conjectured that restrictive standard setting may 

adversely impact the accounting profession. For example, Baxter (1962) suggests that a shift 

towards a regime focused on “cut-and-dried rules approved by authority” would “reduce the 

value of accounting as a subject of higher education almost to nil.” Other studies over time have 

made similar conjectures (e.g., May, 1937; Madsen, 2011).  

Recent literature conceptually links the idea that standard setting could adversely impact 

the nature of the profession to the consequent impact that changes in the profession could have 

on accountant labor supply. Sunder (2010), for example, conjectures that the impact that uniform 

accounting standards have on the nature of accounting work could ultimately result in students 

“[shying] away from accounting.” Although these studies conjecture that a link between standard 

setting, the nature of accounting work, and accountant labor supply may exist, these claims have 

remained empirically untested.  
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Chapter 3: Conceptual Framework 

Non-pecuniary considerations play a crucial role in workers’ effort and labor supply 

decisions. Akerlof and Kranton (2000) build an economic framework incorporating non-

pecuniary incentives (which they term “identity”) into the decision-making process. The model 

shows that accounting for non-monetary benefits associated with people’s actions can 

significantly alter the predicted behavior of individuals relative to a setting where only monetary 

incentives are considered. The insights from this model motivated a stream of literature in labor 

economics studying the role of non-wage amenities in labor supply decisions. These studies find 

that workers are willing to pay significant amounts for intangible and non-pecuniary amenities 

such as engaging in “meaningful work” (e.g., Maestas et al., 2023), pursuing “enjoyable jobs” 

(e.g., Danelli and Koenig, 2021), maintaining “dignity at work” (e.g., Dube et al., 2022), and 

avoiding task repetition (e.g., Sockin, 2022), among many others. The provision of these non-

wage amenities varies across occupations due to differing task content; for example, an 

“exciting” job (i.e., an amenity that workers value) is associated with tasks that are less repetitive 

and less routine. The task content of certain occupations is more likely to provide an “exciting 

job” than that of others (e.g., a doctor in emergency medicine versus a factory production line 

worker) (Sockin, 2022).  

Related literature in labor economics studies whether and how occupational tasks shift 

over time, primarily focusing on the role of computerization and technology adoption in making 

certain skills and tasks obsolete (Autor et al., 2003; Spitz-Oener, 2006; Acemoglu and Restrepo, 

2019; Atalay et al., 2020). Changes to regulation (e.g., GAAP accounting rules) could have 

similar effects on the task content of occupations to those documented in the context of 

technology adoption. Since accountants’ work revolves around the application of GAAP, shifts 
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in GAAP could change the occupation’s task content. In particular, a shift towards more 

restrictive standards could shift the demand for accounting services towards tasks that are more 

related to compliance and rule-following (Sunder, 2010; Ball, 2016). The shift in tasks could 

reduce wages, since occupations whose tasks are more monotonous and routine typically offer 

lower wages (Bacolod et al., 2009; Acemoglu and Autor, 2011; Deming, 2017; Danieli, 2022). 

At the same time, to the extent that accountants value engaging in non-repetitive tasks for non-

pecuniary reasons, regulation may deter people from entering or remaining in the accounting 

profession because the work becomes less enjoyable.  

The question of whether the potential shift in the task content of the accounting 

profession would meaningfully impact the supply of accountants remains an empirical question. 

Scholars and practitioners have argued that professional judgment and critical thinking are 

hallmarks of the accounting profession (Sunder, 2010). In the academic literature, Strawser et al. 

(1969) find that besides monetary rewards, factors like autonomy and self-actualization were 

important to accountants’ job satisfaction. Additionally, Zikmund et al. (1977) find that although 

salary was one of the top motivators for accountants, having interesting work was also a crucial 

component of their job satisfaction.  

Other findings challenge these notions. Some prior studies suggest that the students 

selecting into accounting are typically more extrinsically motivated than those who choose other 

professions and majors, and thus intrinsic factors are unlikely to play a significant role in 

accountants’ satisfaction (Leiby and Madsen, 2017; Madsen and Piao, 2021). Carnes et al. 

(2023) suggest that this is not necessarily a fixed trait: differences in exposure to financial 

statement fraud, for example, can impact students’ choices to obtain a business-related degree for 

non-pecuniary reasons. If students and accountants perceive the accounting profession’s 
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restrictiveness to be a fluid rather than a fixed trait, then changes in the restrictiveness of the role 

of the accountant may deter people from entering the profession and encourage current 

accountants to leave for outside options. Alternatively, if they perceive restrictiveness to be a 

fixed characteristic of accounting (i.e., that it is always restrictive, regardless of regulation), then 

changes in restrictiveness may not have an impact because students and accountants select other 

majors irrespective of the nature of the regulation. Thus, the impact of restrictive regulation on 

the supply of accountants is unclear.  
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Chapter 4: Data 

The data I use come from various sources. First, I collect data from the Higher Education 

Research Institute’s (HERI) “The Freshman Survey” (TFS), which covers the period between 

1966 and 2009. Over the 50 years this survey has been administered, it has tracked the responses 

of over 15,000,000 college freshmen in a repeated cross-section. This dataset contains responses 

from incoming first-year undergraduate students on their current major, their intended career 

choices, and various other demographic and survey-based questions. These additional questions 

elicit information ranging from basic features like gender and parental income levels to detailed 

questions on how students engaged in the college-selection process, their self-perceptions of 

their skill set (e.g., creativity, perseverance, etc.), and the importance of a range of factors in 

their career choice.  

Second, I use data from the Bureau of Labor Statistics’ Occupational Employment and 

Wage Statistics (OEWS) database. This dataset provides MSA- and state-level data on the total 

number of employees for each Standard Occupational Classification (SOC) group, average 

hourly wages, and average annual salary, covering the period between 1997-2021. The data are 

constructed from a survey of 1.2 million establishments in the United States over a three-year 

period and represent the most comprehensive data on occupations that is publicly available, 

covering 62% of non-farm employment. A number of studies have used this dataset to assess 

trends in occupations, noting that it has advantages over household surveys such as the Current 

Population Survey (CPS) and the American Community Survey (ACS) (e.g., Abraham and 

Spletzer, 2009; Hershbein and Kahn, 2018; Lee et al., 2018).6 

 
6 Although the OEWS is the most comprehensive dataset on occupations available, it also has some weaknesses. I 
discuss the strengths and weaknesses in detail in Online Appendix Section A3.1. The most significant weakness is 
that annual snapshots are formed using the last three years of data. This will likely make the snapshots smoother 
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Third, I use data from the CPA Exam Candidate Performance Books to assess the impact 

of restrictiveness on the number of CPA exam candidates. I collect these data for the period 

between 1994 and 2009. These performance books summarize the total number of CPA exam 

test takers at the university and state levels. The performance books also break down the 

candidates into first-time and repeat test-takers. In addition to providing the number of CPA 

exam candidates in each state, the performance books report the average test scores across the 

different sections of the exam (e.g., the FARE, BEC, AUD, and REG sections).  

To construct the treatment measure, I follow the procedure laid out in Hribar et al. 

(2022). I collect firms’ 10-Ks, from SEC Edgar for 1993-2018, excluding amended 10-Ks. I use 

the standard-level restrictiveness measure from Hribar et al. (2022) and the Folsom et al. (2017) 

dictionary to compute firms’ exposure to standard restrictiveness. To compute states’ industry 

exposures, I use data from the County Business Pattern (CBP) dataset from 1993 to 2018. Lastly, 

I use Compustat to obtain firms’ financials and industry classifications.  

Finally, I use several datasets in the supplemental analyses. I collect data on labor 

demand from LinkUp, a data provider that scrapes all online job postings for many companies 

through the companies’ online job posting boards from 2007 onward. Also, to conduct the 

analyses on accountant job satisfaction, I collect data from the 2003, 2010, 2013, 2015, and 2017 

waves of the National Survey of College Graduates (NSCG), which are the waves that are 

publicly available. Finally, I collect data on social media posts from the Pushshift Reddit dataset, 

 
than the trends actually are. Following Hershbein and Kahn (2018), I ascertain that this feature does not drive the 
results by ensuring that the results (for employment and wages) hold in datasets with less complete coverage on 
occupations but purely annual data (the CPS and ACS). I also ran additional tests in Online Appendix Table A8, 
such as using every third year of data and expressing the treatment measure as a rolling average of the past three 
years. Following the main design from Cascino et al. (2021), I also replicate all of the results using the accounting 
industry in the Quarterly Census of Employment and Wages (QCEW). 
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which contains historical comments and posts on Reddit from December 2005 onward 

(Baumgartner et al., 2020).  
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Chapter 5: State-Level Restrictiveness Measure 

5.1 Construction of State-Level Restrictiveness Measure 

The main treatment variable of interest used in the study, Restrictivenesss,t, captures U.S. 

states’ exposure to GAAP restrictiveness. The restrictiveness measure used throughout the main 

tests is expressed as follows: 

𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑣𝑒𝑛𝑒𝑠𝑠!,# =+,𝑤$,! ×
1
𝑁$
+1+𝑅𝑒𝑙	𝐼𝑚𝑝%,$,&,# × 𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡&,#
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where i denotes the firm, j denotes the industry, s denotes the state, t denotes the year, and a 

denotes the standard. 𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡&,# is constructed as the standard-level share of restrictive words, 

which include “shall,” “should,” and “must” (Hribar et al., 2022). This measure captures the 

restrictiveness of each standard and varies over time as new standards are introduced, old 

standards are superseded, and existing standards are amended. The second component, 

𝑅𝑒𝑙	𝐼𝑚𝑝%,$,&,#, measures firms’ exposure to individual standards using a comprehensive 

dictionary of terms that capture firms’ communication about (and thus their exposure to) 

individual GAAP standards (Folsom et al., 2017).7 The product of these measures captures firms’ 

exposure to GAAP restrictiveness and has been used by prior studies (Hribar et al., 2022).  

Since I focus on aggregate outcomes rather than firm-level outcomes, I aggregate these 

firm-level measures to the state level. I first aggregate the measures to the industry level by 

taking the average firm-level restrictiveness across firms within a 4-digit NAICS industry in each 

year.8 The final component of the measure, 𝑤$,!, captures the exposure of state s to NAICS 

 
7 The keyword list developed by Folsom et al. (2017) is tabulated in Online Appendix Table A2. Folsom et al. 
(2017) extensively validate this dictionary. 
8 In untabulated tests, I assess the robustness of the results by taking the sales-weighted average instead of the equal-
weighted average. The results are robust. 
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industry j. This component is defined as the share of employment from industry j relative to total 

employment in that state in the year 2000. I hold this weight constant in 2000 to avoid 

confounding changes in industrial composition over time that may coincide with changes in 

restrictiveness (Bourveau et al., 2020; Breuer et al., 2023b; Dong and Le, 2023). Thus, 

𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑣𝑒𝑛𝑒𝑠𝑠!,# captures the weighted average level of industry-level restrictiveness, where 

the weight is the state’s industry share.  

 

5.2 Validation of State-Level Restrictiveness Measure 

I validate this state-level measure of exposure to GAAP restrictiveness in several ways. I 

focus on ensuring that the firm-level measures maintain their interpretation when aggregated to 

the industry and state levels.9 First, in Online Appendix Table A3, I tabulate a list of the five 

most and five least exposed 4-digit NAICS industries to a set of ten standards. These ten 

standards are selected because it is reasonably clear which NAICS industries should be most 

exposed to them. For example, the industries that are most exposed to FAS 19, which covers 

“Financial Accounting ... by Oil and Gas Companies,” are Oil and Gas Extraction (NAICS 

2111), Pipeline Transportation (NAICS 2862), and Petroleum Wholesales (NAICS 4227). Other 

industries, such as Special Trade Contractors (NAICS 2354), Cattle Ranching (NAICS 1121), 

and Vending Machine Operators (NAICS 4542), are among the industries least exposed to the 

standard. The examples provided in Online Appendix Table A3 help to qualitatively validate that 

the industry-level exposure to specific standards captures its intended construct. In Panel B of 

Table 1, I tabulate the average exposure to restrictiveness across different sectors. I find that 

 
9 Hribar et al. (2022) extensively validates the firm-level exposures to GAAP restrictiveness, so I do not repeat those 
analyses here. I assess the robustness of my main findings to alternate measures of restrictiveness such as one using 
all amendment standards (Online Appendix Table A12) and the RBC score from Mergenthaler (2009) instead of 
standard restrictiveness (Online Appendix Table A13) and find similar results. 



 21 

these sector-level averages are consistent with the sectors one would expect to be the most 

restrictive. For example, on average across the entire sample, the Utilities sector (NAICS 22), the 

Finance and Insurance sector (NAICS 52), and the Real Estate sector (NAICS 53) are the most 

restrictive.  

Online Appendix Table A4 provides further details on the heterogeneity in the industries 

that drive states’ exposure to restrictiveness.10 This panel tabulates all 4-digit NAICS industries 

that fall within the 15 industries most exposed to restrictiveness within states.11	The table shows 

considerable heterogeneity across sectors and within sectors in the industries that drive states’ 

exposures, and it mitigates the concern that any one or two sectors or industries completely 

dictate the restrictiveness measure. Rather, more than 80 industries from nearly every sector fall 

within the list of the top 15 contributors.  

 

 

 

 

 

 

 

 

 
10 Online Appendix Table A5 tabulates the variation in the measure across decades for each state. 
11 That is, industries within a state-year with the largest values of 𝑤",$ ×

%
&!
∑ $∑ 𝑅𝑒𝑙	𝐼𝑚𝑝',",(,) ×*

(+%
&!
'+%

𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡(,)1.	Depending on the case, this could be driven by high industry restrictiveness or large industry shares.  
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Chapter 6: Empirical Strategy 

6.1 Archival Analysis 

Equipped with this measure, I employ a research design that exploits both temporal and 

cross-sectional variation in GAAP restrictiveness to assess the impacts of restrictiveness on the 

number of accountants. The temporal variation stems from the amendment of existing standards 

and the introduction of new standards. The cross-sectional variation stems from states’ 

differential exposures to standard changes based on their industrial composition (Breuer, 2021). 

Additionally, in tests using the HERI and OEWS samples, I benchmark the effect of 

restrictiveness on accountants (accounting students) relative to other occupations (majors). The 

most stringent specification I use is:  

 

𝑌%,!,# = 𝛽)𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑎𝑛𝑡% × 𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑣𝑒𝑛𝑒𝑠𝑠!,#,) + 𝛽-𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑎𝑛𝑡% +	𝛽.𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑣𝑒𝑛𝑒𝑠𝑠!,#,)

+ 𝑿%,!,#,) + 𝛼%,! + 𝛼%,# + 𝛼!,# + 𝜀%,!,# 

 

where i denotes the occupation or major, s denotes the state, and t denotes the year. In all 

of the main specifications, I control for an indicator that takes a value of one the year after a state 

has adopted the 150-hour rule since prior studies have found that occupational licensing 

requirements are strong determinants of accountant supply (Barrios, 2022; Sutherland et al., 

2024). I saturate the model with stringent fixed effects, including a unit × state, unit × year, and 

state × year fixed effect, where the unit can be either a major or occupation, depending on the 

dataset. These fixed effects separately control for occupation-specific (major-specific) trends 

over time (i.e., the unit × year fixed effects), state-level trends over time (i.e., the state × year 

fixed effects), and fixed differences between occupation-state (major-state) pairs (i.e., the unit × 



 23 

state fixed effects). By including data on other occupations and majors, this design benchmarks 

the documented effects on accountants relative to other occupations/majors.12 This alleviates 

concerns that the exposures to restrictiveness reflect general economic shocks, since it isolates 

the incremental impact of restrictiveness on accountants.  

I use variations of 𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑣𝑒𝑛𝑒𝑠𝑠!,#,) to generate additional insights. The first 

alternative I use is 𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑣𝑒𝑛𝑒𝑠𝑠	(𝑇𝑜𝑝	𝑇𝑒𝑟𝑐𝑖𝑙𝑒)!,#,), which focuses on very high and very 

low exposures to restrictiveness:  

 

𝑌%,!,# = 𝛽)𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑎𝑛𝑡% × 𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑣𝑒𝑛𝑒𝑠𝑠	(𝑇𝑜𝑝	𝑇𝑒𝑟𝑐𝑖𝑙𝑒)!,#,) + 𝛽-𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑎𝑛𝑡%

+	𝛽.𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑣𝑒𝑛𝑒𝑠𝑠!,#,) + 𝑿%,!,#,) + 𝛼%,! + 𝛼%,# + 𝛼!,# + 𝜀%,!,# 

 

The binary difference between a state being in the top tercile (i.e., the top 33%) versus 

the bottom tercile (i.e., the bottom 33%) in a given year is akin to a dichotomous difference- in-

differences, with the top-tercile states being the treatment group and the bottom-tercile states 

being the control group. The magnitudes of the coefficients are interpretable since they represent 

the effect of moving from the bottom to top tercile of 𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑣𝑒𝑛𝑒𝑠𝑠!,#,).13 

Finally, instead of using the ratio of restrictive words to total words all captured in one 

measure (i.e., 𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑣𝑒𝑛𝑒𝑠𝑠!,#,)), I split the exposure out into separate terms:  

 

 
12 In supplemental tests in Online Appendix Table A11, I replicate all of the tests without these control 
occupations/majors to ensure that the effect is drive by changes in the treatment group (i.e., accounting) and not the 
control group. 
13 A one-unit change in the raw treatment variables has no easily interpretable meaning. I present the results using 
terciles following the approach in Hribar et al. (2022), rather than the median or quantiles, although the results are 
robust to use of either alternative. 
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𝑌%,!,# = 𝛽)𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑎𝑛𝑡% × 𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑣𝑒	𝑊𝑜𝑟𝑑𝑠!,#,) +	𝛽-𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑎𝑛𝑡% × 𝑇𝑜𝑡𝑎𝑙	𝑊𝑜𝑟𝑑𝑠!,#,)

+ 𝛽.𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑎𝑛𝑡% +	𝛽/𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑣𝑒	𝑊𝑜𝑟𝑑𝑠!,#,) +	𝛽0𝑇𝑜𝑡𝑎𝑙	𝑊𝑜𝑟𝑑𝑠!,#,)

+ 𝑿%,!,#,) + 𝛼%,! + 𝛼%,# + 𝛼!,# + 𝜀%,!,# 

 

This specification allows me to generate two new insights. First, it allows me to verify 

that the effects are not driven by reductions in the total number of words (which would increase 

𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑣𝑒𝑛𝑒𝑠𝑠!,#,)); rather, they are driven by an increase in 𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑣𝑒	𝑊𝑜𝑟𝑑𝑠!,#,). 

Second, it allows me to gauge whether the measure merely captures standard complexity. If this 

were the case, the coefficients on both terms should be signed in the same direction since a 

standard’s total number of words plausibly captures its complexity.  

 

6.2 Summary Statistics 

Descriptive statistics for the sample are provided in Panel A of Table 1. The main 

treatment measure of interest, 𝑅𝑒𝑠𝑡𝑟𝑖𝑐𝑡𝑖𝑣𝑒𝑛𝑒𝑠𝑠!,#,) has a mean of 0.70 and a standard deviation 

of 0.11. Although the mean does not have an easily interpretable economic meaning, the 

standard deviation suggests that there is sufficient variation in the restrictiveness across states 

and time.14 Figure 1 plots the geographic variation in the restrictiveness over time and shows 

heterogeneity across states in terms of their exposure to GAAP restrictiveness. This is also not 

constant over time – for example, through Panels A, B, and C, which plot the restrictiveness 

measures in 1995, 2005 and 2015, California exhibits shifts in its relative level of restrictiveness 

throughout the decades.  

 
14 In my interpretations of coefficient magnitudes, for simplicity, I use the raw standard deviation. But as noted by 
Breuer and deHaan (2023), this is still an extrapolation given the fixed effects structure used. After I account for 
state and year fixed effects, the standard deviation of the treatment measure is 0.0133. 



 25 

Panel A of Figure 2 shows that in general, there has been a slight upward trend in restrictiveness 

over the sample period between 1993 and 2018.15 Panel B of Figure 2 shows that while there is 

significant temporal variation over time, the cross-sectional variation between states has stayed 

reasonably constant, suggesting that the identifying variation stems primarily from changes in 

the FASB standards over time. Finally, Figure 3 shows the variation in the number of accounting 

students, accountants, and CPA exam candidates across states in 2000. This figure suggests that 

although the HERI data represent only a sample of accountants, the survey weights applied to the 

estimates generate proportions across states that are similar to those generated by the OEWS and 

CPA Candidate Performance data.  

 

 

 

 

 

 

 

 

 

 

 

 

 
15 The large jump in 2008 and 2009 is due to amendments to ARB 51 that made it significantly more restrictive. 
These changes were later eliminated when the codification was implemented. In untabulated tests, I confirm that all 
of the main results remain economically and statistically significant if I exclude ARB 51 from the set of standards I 
study. 
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Chapter 7: Results 

7.1 Restrictiveness and the Number of Accountants and Auditors 

I begin my empirical analysis by examining the impact of restrictiveness on the number 

of accountants and auditors. In Figure 4, I plot the relationship between restrictiveness and the 

number of accounting students, accountants, and CPA exam candidates. Panels A and B of 

Figure 4 show a generally negative relationship between restrictiveness and the number of 

accountants and CPA exam candidates.  

Next, I formally test the relationship between restrictiveness and the number of 

accountants. I find in Panel A of Table 2 that restrictiveness has significant effects on the number 

of accountants and auditors. In Column (1), I find that a one standard deviation increase in 

restrictiveness leads to a drop of nearly 6,000 accountants and auditors within a state. In Column 

(2), I find that this negative effect appears to be driven by states’ exposure to restrictive words 

rather than their exposure to total words. In Column (3), the results show that moving from the 

bottom tercile of restrictiveness to the top tercile leads to a decrease of 3.2 thousand accountants 

and auditors within a state.  

In Columns (4) and (5), I look at the percentage declines in the number of accountants by 

employing a fixed effects Poisson model.16 In Column (4), I find that a one standard deviation 

increase in restrictiveness leads to a 16% decline in the number of accountants within a state.17 

Further, in Column (5), I find that moving from the bottom tercile of restrictiveness to the top 

 
16 I choose a Poisson model, rather than using logarithms, given recent advances in econometrics suggesting that 
logarithms may not have a natural interpretation and can produce biased results (Cohn et al., 2022; Chen and Roth, 
2023). 
17 As a benchmark for the magnitude, estimates of the impact of the 150-hour rule range from a 14% to 26% decline 
at the aggregate level (Barrios, 2022; Sutherland et al., 2024). Choi et al. (2024) document that a 10% decrease in 
the wage markdown of accounting positions (i.e., a ∼ 0.15 standard deviation increase in wages) leads to a 38% 
increase in the number of accountants. 
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tercile of restrictiveness results in a 4% decline in the number of accountants. These results 

suggest that restrictiveness has both a statistically and economically significant impact on the 

aggregate number of accountants and auditors.  

In Panel B of Table 2, I assess the impact of restrictiveness on the number of CPA exam 

candidates. In Column (1), I find that a one standard deviation increase in restrictiveness leads to 

a decrease of 197 CPA exam candidates within a state. In Column (2), I again find that the 

exposure to total words does not drive the effect; rather, the coefficient on the exposure to 

restrictive words is negative and significant. In Column (3), I find that moving from the bottom 

tercile to the top tercile results in a reduction of 114 CPA exam candidates. Finally, in Columns 

(4) and (5), I find that restrictiveness reduces the number of CPA exam candidates by a similar 

magnitude to the results documented in Panel A, although the results are not statistically 

significant.  

 

7.2 Restrictiveness and the Number of Accounting Students 

Next, I investigate the effect of restrictiveness on the number of accounting students. In  

Panel A of Table 3, I find that exposure to restrictiveness significantly reduces the number of 

accounting students. Since the HERI data represent a sample of students and not the population, I 

weigh all counts by the survey weights provided by HERI to capture a more representative 

sample. In Column (1), using the count of accounting students, I find that restrictiveness 

significantly reduces the number of students. A one standard deviation change in restrictiveness 

leads to an incremental decline of 203 accounting students relative to students in other majors. In 

Column (2), where I break out the exposure to restrictive words versus total words, I find that the 

exposure to total words does not drive the negative effect. In Column (3), I find that shifting 
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from the bottom tercile of restrictiveness to the top tercile reduces the number of accounting 

students by 106 relative to other majors. 

In Columns (4) and (5), I re-run the analysis from Columns (1) and (3) using a fixed- 

effects Poisson model. I find in Column (4) that a one standard deviation increase in 

restrictiveness leads to a 25% decline in the number of accounting students, although not 

statistically significant. In Column (5), I find that moving from the bottom tercile of 

restrictiveness to the top tercile leads to a 9% decline in the number of accounting students 

relative to the number of students in other majors. The similarity between the magnitudes of 

Columns (4) and (5) relative to their equivalent specifications in levels in Columns (1) and (3) 

suggests that the insignificant coefficient in Column (4) is likely a product of limited power 

rather than the non-existence of an effect.18 

In Panel B of Table 3, I study the effect of restrictiveness on students’ career choices and 

find magnitudes that are almost identical to those in Panel A. These results suggest that the 

decline in accounting students also translates to students’ actual career choices and is not merely 

a change in the paths students take to become an accountant.  

 

7.3 Restrictiveness and Firms’ Recruitment of Accountants 

Next, I test whether the decrease in the number of accountants reflects a reduction in the 

number of accountants that firms recruit. I do so by assessing the impact of restrictiveness on the 

number and characteristics of online job postings for accountants.  

 
18 Loosening the fixed-effects structure produces statistically significant estimates of a similar magnitude, further 
suggesting that this is likely a power issue. 
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In Panel A of Table 4, I find that the number of job postings for accountants, if anything, 

increases when exposure to restrictiveness is higher relative to other occupations. In Column (1), 

I find that a one standard deviation increase in restrictiveness leads to an increase of 471 job 

advertisements for accountants and auditors. Although I do not find a significant increase in the 

number of job ads using other measures, the results support the notion that firms do not recruit 

fewer accountants when exposure to restrictiveness is higher. Since I find that the number of 

accountants and auditors declines despite no change in the number of accounting positions that 

firms recruit for, the documented decline in the number of accountants likely reflects a decrease 

in (prospective) accountants’ interest in the profession rather than a reduction in employers’ 

recruitment of accountants.  

In Panel B of Table 4, I further explore the shift in tasks by homing in on the O*NET 

activities and skills that are most relevant to accountants. I define “judgment-related” activities 

and skills as those that mention thinking creatively (O*NET Work Activity 4A2b2), decision- 

making and problem-solving (O*NET Work Activity 4A2b1), critical thinking (O*NET Skill 

2A2a), adaptability/flexibility (O*NET Work Style 1C4c), or applying judgment (O*NET Skill 

2B4e). I compare the demand for “judgment-related” tasks relative to the demand for other 

accounting-related tasks such as information collection (O*NET Work Activity 4A1a1), 

estimation/measurement (O*NET Work Activity 4A1b3), compliance duties (O*NET Work 

Activity 4A2a3), mathematics (O*NET Skill 2A1e), and attention to detail (O*NET Work Style 

1C5b).19 I find robust evidence that when restrictiveness is higher, accountants’ job tasks focus 

less on “judgment-related” activities and skills. In Column (1), I find that a one standard 

deviation increase in restrictiveness leads to a 0.1 unit decline in the relative proportion of job 

 
19 All of the work activities, skills, and styles mentioned above are included as relevant for O*NET’s occupation 
profile for accountants and auditors. 
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advertisements mentioning “judgment-related” tasks. In percentage terms, as shown in Column 

(4), I find that a one standard deviation increase in restrictiveness leads to a 14.5% decrease in 

the relative prevalence of judgment-related tasks. In Column (2), I find that moving from the 

bottom tercile of restrictiveness to the top tercile leads to a 0.02-unit reduction in the relative 

proportion of job ads mentioning “judgment-related” tasks, which corresponds to a 2.6% 

decrease, as shown in Column (5). These magnitudes are comparable to those documented in 

Table 2 and Table 3.  

In Panel C of Table 4, I focus on how restrictiveness changes the demand for compliance 

duties. I find that when restrictiveness is higher, there are more job advertisements for 

accounting work involving “evaluating information to determine compliance with standards.” In 

Column (1), I find that a one standard deviation increase in restrictiveness leads to a 30-

percentage point increase in the proportion of job advertisements mentioning compliance duties, 

which corresponds to a large increase of 73% in Column (4). Similarly, I find that moving from 

the bottom tercile of restrictiveness to the top tercile leads to a 16.5 percentage point increase in 

the proportion of advertisements mentioning “compliance” duties, which corresponds to a 43.4% 

increase. These findings are consistent with GAAP restrictiveness leading to a strong shift away 

from “judgment-related” work activities/skills towards a more compliance-heavy and rules-

oriented role.  

 

7.4 Restrictiveness and the Earnings of Accountants and Auditors 

Next, I explore whether restrictiveness affects accountants’ earnings. The effect of 

restrictiveness on accountants’ wages is unclear. For example, a reduction in the supply of 

accountants could increase accountant pay. Alternatively, if restrictiveness changes the supply of 
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accountants and shifts the occupation’s typical tasks towards ones that can be serviced by lower-

wage employees, the changes may result in lower average pay.  

I find in Table 5 that earnings decrease when there is higher exposure to restrictiveness. 

In Panel A, I assess the impact of restrictiveness on accountants’ annual salaries. In Column (1), 

I find that the sign on the coefficient is negative and statistically significant. The magnitude 

implies that a one standard deviation increase in restrictiveness leads to a decline in the annual 

salary of accountants by around $2,000. In Column (2), I find that exposure to restrictive words 

leads to a significant decline in annual salary. Further, in Column (3), moving from the bottom 

tercile of restrictiveness to the top tercile results in a decline of $1,200 in annual salary. In 

percentage terms, as shown in Column (5), moving from the bottom to the top tercile of 

restrictiveness results in a small wage decrease of 1%.  

In Panel B of Table 5, I study the effect of restrictiveness on wage dispersion. I find that 

higher exposure to restrictiveness significantly reduces the dispersion of wages, primarily by 

reducing the wages at the top end of the distribution. As Column (3) shows, a one standard 

deviation change in restrictiveness reduces the distance between the 90th percentile and 10th 

percentile of the wage distribution by about 5%. This is more significant for earners on the 

higher end of the wage distribution. In Column (6), looking at the distance between the 75th 

percentile and the 25th percentile of the wage distribution, I find that while the coefficient is still 

negative, it is not statistically significant. In contrast, in Column (9), comparing the 90th 

percentile and the median of the wage distribution, I find that a one standard deviation increase 

in restrictiveness leads to a 7% decline in wage dispersion. This finding is consistent with prior 

studies documenting that wages are less dispersed for occupations that rely more heavily on 

routine tasks. These occupations employ more homogeneous workers and thereby offer lower 
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returns to skill for high-earners (i.e., there is less upward potential in wages) (Frey and Osborne, 

2017; van der Velde, 2020; Danieli, 2022).  

 

7.5 Heterogeneous Impacts of Restrictiveness 

Next, I assess which groups of individuals are most impacted by exposure to 

restrictiveness. I first explore this using students’ self-assessments of their abilities and traits. In 

Panel A of Table 6, I split the sample into the number of students in each major by their self-

assessed creativity ratings. These creativity ratings can take five values: “Bottom 10%,” “Below 

Average,” “Average,” “Above Average,” or “Top 10%.” I find that restrictiveness leads to a 

significantly lower number of students in the “Below Average,” “Average,” and “Above 

Average” categories, but not in the bottom or top groups. This may reflect that those groups have 

stronger prior beliefs on the nature of the profession and thus are less affected by regulatory 

shifts. In general, the effects are largest for the group of average or above-average students in 

terms of their self-assessed creativity scores. This finding implies that on average, more creative 

students appear to drive the decrease in the number of accountants.  

In Panel B of Table 6, I split the sample by those who find interest in a subject important 

to their college major choice and those who do not. I find, across the different measures of 

restrictiveness, that the decrease in the number of accounting students appears to be driven by the 

students who think that interest in their college major subject is important. This finding is 

consistent with restrictiveness making accounting less interesting to those who find this factor 

important in their career choice.  

Finally, two additional cross-sectional tests are shown in Online Appendix Table A6 and 

Table A7. In Table A6, I assess the effect of restrictiveness on the importance that admitted 
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students place on the financial rewards of a potential career (i.e., extrinsic factors) relative to 

other motivations for choosing a future career (i.e., intrinsic factors, such as the ability to make a 

scientific contribution, the ability to help others, etc.). I find that when restrictiveness is high, the 

value that incoming accounting students place on financial motivation relative to other 

motivations is higher, although this result is marginally insignificant (p < 0.15) in all 

specifications. In Table A7, using data from the Current Population Survey (CPS), I show that 

the largest decrease emanates from people between the ages of 25 and 35. This finding is 

consistent with the group of individuals whose jobs would most likely change due to changes in 

GAAP restrictiveness (i.e., senior accountants and managers).20 

 

7.6 Mechanisms 

I next turn to testing plausible mechanisms through which changes in restrictiveness are 

transmitted to prospective and current accountants. It is plausible that current accountants 

directly experience these changes since GAAP dictates their day-to-day work. However, students 

are not necessarily familiar with these changes.  

In Panel A of Table 7, I study the effect of restrictiveness on the satisfaction of the 

accounting workforce. I find that, on average, accountants are less happy than employees in 

other occupations when exposed to high levels of GAAP restrictiveness. This dissatisfaction is 

driven primarily by dissatisfaction with salary and the intellectual challenge of the career.  

In Panel B of Table 7, I test whether restrictiveness changes the public discourse 

surrounding the accounting profession by using data on social media posts. I use an alternate 

 
20 Individuals later in their career are less likely to be impacted because senior professionals are unlikely to deal with 
the “monotonous” aspects of the job. Individuals in the first few years of their career (ages 18 to 25) likely deal with 
low-stakes accounts whose accounting may not have changed much during the sample period (e.g., focus on 
verifying and reconciling cash). 



 34 

design to assess the impact of restrictiveness on public sentiment. I calculate the sentiment of 

Reddit posts between December 2005 and December 2009 by employing two commonly used 

dictionaries: the Harvard IV-4 dictionary (a general-use sentiment dictionary) and the Loughran 

and McDonald (2011) dictionary (a financial-based sentiment dictionary). Then, in a stacked 

event-study design, I compare the sentiment of accounting-related Reddit posts after the 

implementation of two sets of more-restrictive standards during this period (i.e., FAS 157 in 

September 2006; FAS 160 and FAS 141R in December 2007) versus two less-restrictive 

standards (i.e., FAS 155 and FAS 156 in February/March 2006; FAS 161 in March 2008). For 

each event, I use a period of three months prior and three months after. I benchmark the effect 

against the sentiment of other non-accounting-related posts on Reddit. Overall, I find that the 

sentiment of accounting-related posts is significantly more negative after the implementation of 

the more restrictive standards relative to the less restrictive ones.21 

Finally, in Panel C of Table 7, I assess whether students who obtain advice from external 

parties (i.e., guidance counselors, teachers, parents) in their college choice are more likely to be 

deterred by accounting’s restrictiveness since a large literature suggests that these parties play a 

significant role in students’ information about colleges and majors (Gentry et al., 2023; Mulhern, 

2023). I find that students who place higher importance on the advice of these parties are indeed 

the ones who show the most significant decline. This finding is consistent with the possibility 

that these parties, who are likely to possess such information, provide students with information 

that deters them from majoring in accounting. Overall, the results suggest that when exposure to 

restrictiveness is high, current accountants’ satisfaction declines. This dissatisfaction is 

consequently communicated through channels such as social media, and students potentially 

 
21 In untabulated tests, I confirm that the parallel trends assumption holds. 
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learn about such perceptions from informed parties such as parents, teachers, and guidance 

counselors.  

 

7.7 Robustness and Alternative Interpretations 

7.7.1 Standard Complexity 

In this section, I explore several alternative explanations for the main results. One 

alternative interpretation is that the results speak primarily to the complexity (i.e., difficulty) of 

applying restrictive standards and its effects on the number of accountants rather than 

restrictiveness. I test this interpretation along multiple dimensions.  

First, in the robustness tests, I explicitly control for states’ exposure to the number of 

standards, which plausibly captures the complexity of the firms in that state.22 Second, in my 

main tests, I separately show the effect of exposure to restrictive words versus total words, given 

that the total number of words in a standard plausibly reflects its complexity. The results 

consistently show that exposure to restrictive words, not exposure to total words, drives the 

negative effect. These findings support the notion that the results reflect the effects of 

restrictiveness rather than complexity.  

Third, in panels A-C of Table 8, I further explore this interpretation by looking at how 

restrictiveness impacts the average high-school GPA of accepted candidates and candidates’ 

performance on the CPA exam. If the effects are driven purely by complexity and not 

restrictiveness, one might expect that the average GPA of those entering accounting programs 

should increase since lower-quality candidates may be filtered out. Similarly, if the 

 
22 In Panel B of Online Appendix Table A14, I find that the results are robust (if anything, are stronger in 
magnitude). Controlling for the exposure to the number of standards ensures that the results are driven by the 
restrictiveness of GAAP standards and not by the number of standards firms are exposed to, which linearly increases 
with the restrictiveness measure. 
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restrictiveness measure captures complexity and not restrictiveness, one would expect students to 

score worse on certain sections of the CPA exam. I find that restrictiveness does not significantly 

impact the average high-school GPA of entrants nor does it impact candidates’ performance on 

the Financial Accounting and Reporting (FARE) section and the Auditing and Attestation (AUD) 

section of the CPA exam. Thus, I do not find any evidence supporting the complexity 

interpretation of the results.  

 

7.7.2 Exposure to Unappealing Transactions and Industries 

Another alternative interpretation of the results is that they reflect exposure to the 

underlying sectors and industries rather than the restrictiveness of accounting and its processes. 

For example, students deciding whether to pursue accounting may be more inclined to do so if 

they expect to audit biotechnology companies than if they expect to audit cattle ranching 

companies. The appealing nature of certain industries may vary predictably with their exposure 

to restrictiveness (i.e., more restrictive industries may naturally be less interesting). Additionally, 

the measure may capture exposure to certain types of transactions that are restrictively regulated 

by GAAP (e.g., leases) rather than the restrictiveness of the accounting itself. These explanations 

are unlikely to drive the results for several reasons.  

First, as shown in Online Appendix Table A4, the list of industries driving the 

restrictiveness measure across different states can vary substantially. This fact makes it unlikely 

that the restrictiveness measure captures any specific industry or sector that is unappealing to 

work for. Second, the design I use benchmarks the documented effect relative to all other 

occupations and majors. Thus, if a region were more exposed to unappealing industries, it would 

be reasonable to expect employment in other industries to decline when restrictiveness increases. 
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I find no such effect. For several groups of placebo occupations (e.g., all other business-related 

occupations, computer scientists, and lawyers), in Online Appendix Table A9, I find that these 

professions do not experience an economically significant reduction in employees. In Online 

Appendix Table A10, I benchmark the effects against business-related occupations. The 

individuals in these occupations are likely affected by the same underlying transactions as 

accountants but are not exposed to GAAP’s restrictiveness.23 I find that the main inferences are 

even stronger when I use only business occupations and business majors. Thus, it is unlikely that 

the restrictiveness measure merely captures the underlying content of transactions rather than 

exposure to GAAP’s restrictiveness.24 

 

7.7.3 Determinants of Restrictive Standards 

Finally, a concern with my archival findings is that they could reflect omitted factors 

correlated with the adoption of restrictive standards. For example, Donelson et al. (2016) model 

the determinants of rules-based characteristics of accounting standards and find several factors 

associated with how rules-based GAAP is (e.g., litigation risk and transaction complexity). These 

factors, which could also shape the restrictiveness of standards, could theoretically drive the 

changes in the outcomes I study.  

In Panel A of Online Appendix Table A14, I start by exploring the variation in the state-

level restrictiveness measure by correlating it with various plausible determinants. These 

determinants represent those documented in prior literature for standards’ rules-based 

 
23 For example, an accountant and a consultant will likely both deal with transactions related to derivatives, but only 
accountants are affected by GAAP’s prescribed rules regarding accounting for derivatives. 
24 Further, in Online Appendix Table A10, I benchmark accountants against lawyers, tax preparers, and management 
analysts (service professions relying on the industrial composition of local firms) and find robust results. I also find 
in Online Appendix Table A11 that focusing on accountants alone (without benchmark occupations) also produces 
comparable results. 
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characteristics (e.g., Donelson et al., 2016) alongside a broader set of general economic factors 

such as states’ exposure to the SEC and regulatory agencies overall (e.g., Armstrong et al., 

2024). In column (1), after only including state and year fixed effects, I find that the R2 is 0.985. 

This finding implies that state and year-fixed effects explain nearly all the variation in the 

restrictiveness measure; thus, my research design isolates a very specific subset of the treatment 

variation. In column (2), including various time-varying controls, I find that the only factors that 

are significantly associated with restrictiveness are firms’ exposure to standard complexity 

(discussed in Section 7.7.1), firms’ general exposure to the SEC and firms’ general exposure to 

regulatory agencies.25 These factors constitute general economic factors that apply to all 

occupations rather than only to accounting.26 The influence of these factors on the findings is 

likely mitigated by including other occupations and majors as a control group. Nevertheless, in 

Panel B of Online Appendix Table A14, I assess the robustness of the results by controlling for 

these determinants and find that the main results are unaffected. These findings support the 

notion that while there are determinants of restrictive standards, they are unlikely to explain the 

changes in the outcomes.  

As a second way to test the validity of this alternate interpretation, I exploit a unique 

institutional feature of the FASB standard-setting process. Before the release of the final 

standard, the FASB issues an exposure draft to collect public feedback on the standard. These 

exposure drafts are highly representative of what the final standard will look like since the FASB 

 
25 While the number of AAER’s (i.e., a proxy for local fraud, following Carnes et al. (2023)) is significantly 
associated with restrictiveness, the magnitude is near zero. 
26 The absence of accounting-specific drivers, such as audit litigation risk and fraud, may reflect that the 
combination of both temporal and cross-sectional variation in restrictiveness is less susceptible to these confounding 
factors than solely using aggregate time-series variation in GAAP’s restrictiveness (e.g., Donelson et al., 2016). For 
example, it is unclear that accounting-specific litigation risk (and lobbying) varies systematically at the state level 
and only in states whose firms are affected by a given standard. In untabulated tests, I find that the same accounting-
specific factors are significantly associated with the aggregate time-series variation in GAAP restrictiveness, 
replicating Donelson et al. (2016)’s findings. 
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can only make minor changes once the exposure draft has been issued (Chakravarthy, 2019). 

Thus, the forces that shape the restrictiveness of the final standard issued are also at play (and 

likely more so) leading up to the issuance of the exposure draft.27 Using the timing of the release 

(and restrictiveness) of the exposure draft as a placebo setting, I assess whether the effects I 

document are specific to standard implementation or if the underlying forces leading to 

restrictive standards drive the findings. If omitted factors correlated with the restrictiveness of 

standards drive the results, I expect to document similar findings around the issuance of the 

exposure draft and the issuance of the final standard.28 

In column (3) of Online Appendix Table A14, I assess the determinants of the 

restrictiveness of exposure drafts. I find that the magnitude and significance of the coefficients 

are nearly identical to those in column (2). This finding suggests that the same factors that shape 

the restrictiveness of the final standard also shape the restrictiveness of the exposure draft. Thus, 

the release and restrictiveness of exposure drafts constitute a reasonable placebo setting. In Panel 

A of Online Appendix Table A15, I document that the study’s main findings do not hold around 

the introduction of the exposure draft; the results are only present following the FASB’s actual 

implementation of the standard. Further, the results reported in Panel B of Online Appendix 

Table A15 suggest that the lack of findings on the number of accountants around exposure draft 

issuance is because job tasks have not yet changed.29 

 
27 Monsen (2022), for example, states that “Big 4 firm participation is pervasive in FASB processes prior to 
exposure draft issuance,” suggesting that these forces are not specific only to the final issuance of the standard. 
Allen et al. (2018) shows evidence consistent with exposure drafts being subject to similar forces. 
28 I collect all standard exposure drafts from 2002 and later via the FASB’s online exposure draft archive. For 
exposure drafts between 1993-2002, I obtain scanned copies from the FASB’s physical archives. 
29 I conduct several other robustness tests. In Online Appendix Table A16, I exclude crisis periods (i.e., periods 
where other reforms could confound the results) and find that the results are robust. In an additional test in Online 
Appendix Table A17, I use a measure (a “Bartik” measure) that holds even more variation fixed (i.e., eliminates 
temporal variation from changing exposure to standards; see Online Appendix Section A3.4 for a description of the 
construction of the measure). In column (4) of Online Appendix Table A14, I find that the only determinants 
significantly correlated with this Bartik measure are standard-specific characteristics (i.e., age and complexity of the 
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Chapter 8: Survey and Field Experiment 

8.1 Description of Survey and Field Experiment 

To validate the archival analyses, I conducted a survey and field experiment. I distributed 

this survey to current undergraduate students to understand their perceptions of the accounting 

profession. I recruited participants for the student survey through Prolific, a panel aggregator that 

helps recruit individuals from specific demographics. I surveyed a sample of 1,000 individuals 

from Prolific.30 

The survey asks students about their views on what deters them from becoming an 

accountant. This includes questions targeted toward understanding their perceptions of the 

demand for accountants, the expected pay potential, the restrictiveness of the profession, and the 

overall impression they have of accounting. Additionally, it provides insights into what sources 

of information students obtain this information from. The full survey instrument is provided in 

Online Appendix Section A1. 

In addition to surveying students, I ran a separate 1 × 3 experiment that embedded an 

information-based intervention into the survey delivery. I recruited participants for the 

experiment through two sources: 300 undergraduate students from Columbia University and an 

additional 600 undergraduate students from Prolific (i.e., 300 participants per treatment arm).31 

For this subset of participants, I included a short randomized prompt at the beginning of each 

survey that describes the day-to-day role of an accountant. The experiment involves three groups 

 
standard), consistent with the elimination of additional treatment variation. Using the Bartik measure and time-
varying controls, I find results of similar magnitudes that are statistically significant, even despite the limited power 
resulting from the limited remaining variation. 
30 For other accounting studies using this platform for survey and experimental purposes, see Cardinaels and 
Fiechter (2021); Barcellos and Kadous (2022); Choi et al. (2023a); Kuang et al. (2023). 
31 Rather than just collecting data from Prolific participants for the experiment, I also ran this experiment on 
Columbia students to ensure data quality since the survey requires participants to read an excerpt in detail before 
starting the survey. 
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of participants: those who receive a “restrictive” description, a “judgment-based” description, 

and a “neutral” description. These prompts describe the role of GAAP in accountants’ day-to-day 

work in terms of differing levels of restrictiveness. The restrictive prompt, for example, uses 

words such as “must,” “should,” “dictate,” and “rules,” while the judgment-based prompt uses 

words such as “can,” “guide,” and “framework.” I also include a neutral arm that receives no 

information as a control group. The full prompts are shown in Online Appendix Section A1.  

 

8.2 Survey Responses 

The summary statistics for the survey are tabulated in Table 9. Additionally, a full 

graphical breakdown of the survey responses is provided in Figure 5. The survey’s first question 

asks about the strength of the role that various factors play in deterring the student from choosing 

accounting as a career. The most important factors identified are (1) that accounting does not 

allow for creativity and critical thinking, (2) that the job is too difficult, and (3) that there are too 

many requirements needed to become an accountant. Factors (2) and (3) are consistent with 

studies on occupational licensing, which indicate that the burdensome requirements of the 150-

hour rule likely have an impact on the supply of accountants (Barrios, 2022; Sutherland et al., 

2024). The highest-ranked factor on average (i.e., the fact that accounting does not allow for 

creativity & critical thinking) has a mean of 3.25. The importance of this factor to the 

respondents is consistent with my archival findings and confirms that the intrinsic factors I 

explore do play a significant role in students’ labor supply decisions. The other three factors (pay 

is insufficient, peers would not approve, not stable outlook in future) have an average score 
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below 2.5, which suggests that the students in the sample do not view them as strongly detracting 

factors.32 

The remaining survey questions inquire about aspects of these factors. The second 

question asks about students’ perceptions of the demand for accountants, which has an average 

score of 3.43. This falls between the “Neither Low nor High” and “Somewhat High” categories. 

This result suggests that despite fears about the automation of accounting tasks (e.g., Wilson and 

Sangster, 1992), students do not view this as an immediate concern for accountants’ future 

demand. It also supports the notion that demand for accountants is perceived to be relatively 

stable. The third question asks about the average pay of accountants. While anecdotal evidence 

suggests that this is a major factor in the declining accounting workforce, the perceived average 

pay of accountants (relative to the pay of the average college graduate) has a mean score of 3.63. 

Again, this falls between the “Neither Low nor High” and “Somewhat High” categories.33 The 

next question asks students about the sources of information that were most influential to their 

knowledge of the accounting profession. 50% of the students stated that the most influential 

source of information on the profession was personal interactions with family, friends, and 

counselors/teachers. Another 23% of students stated that the most influential source of their 

information was social media. Thus, these two sources of information were the highest ranked 

for nearly 3/4 of the students. These survey responses support the results in subsection 7.6 

 
32 One concern may be that the student of interest is the “marginal” student – not those who would have never 
chosen accounting. To address this concern, I subset participants based on their responses to a later question in the 
survey, which asks how likely they are to recommend accounting to a friend. This plausibly captures how “close” 
they are (were) to choosing accounting themselves. Focusing on those who are “marginal” (i.e., weakly unlikely, 
indifferent, and weakly likely), I find that there are no significant differences between relative rankings of factors for 
this subset of participants compared to the other participants. 
33 It is possible that this is a more relevant consideration for current accountants, given their knowledge of the 
salaries of outside options. 
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positing those personal interactions and social media are plausible channels through which 

restrictiveness is transmitted.  

 

8.3 Field Experiment 

In Table 10, I tabulate the results from the survey-based field experiment. In Panel A of 

Table 10, I tabulate the results for how the salience of restrictiveness impacts subjects’ average 

ratings of how strongly their inability to express creativity and critical thinking in their day-to-

day work deters them from entering the accounting workforce. Overall, I find mixed results on 

the effectiveness of the judgment-based prompt in improving perceptions. In the full sample, the 

results suggest that, if anything, it leads to a small decrease in the average rating (i.e., an 

improvement). In the sample of Columbia University students, I find a stronger negative impact 

that is significant at the 10% level. In all samples, however, subjects who saw the restrictive 

prompt had significantly worse perceptions of accounting along the creativity dimension and 

were more likely to rate their inability to express creativity higher on the list of factors that deter 

them from the accounting profession. Importantly, since the question surveyed participants on 

what deterred them from the profession and not merely their agreement with the statement, the 

results reflect that the salience of restrictiveness impacts both their perceptions of the profession 

and their labor supply decision.  

In Panel B of Table 10, I run the same analysis on placebo outcomes and find that these 

ratings do not significantly change when subjects are shown the restrictive or judgment-based 

prompt. The fact that these placebo outcomes do not respond to the prompt suggests that the 

salience of restrictiveness uniquely impacts individuals’ perceptions of whether the profession 

allows for creativity and critical thinking. Overall, the results from the survey of students and the 
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survey-based field experiment help to validate the archival analyses. The experimental results 

support the interpretation that restrictive tasks are viewed as constraining creative and critical 

thinking and ultimately deter students from pursuing accounting.  
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Chapter 9: Discussion 

The collective findings suggest that the regulation of the accounting profession, 

particularly through the restrictiveness of GAAP, has significant implications for the pool of 

individuals interested in becoming accountants. While the results do not speak to the desirability 

of such regulation, they do imply that regulators should consider the impact of restrictive 

regulation on the number of accountants when designing such rules.  

Below, I interpret the set of results through the lens of a parsimonious model.34 I consider 

a setting with two types of workers (low-skill and high-skill) and two types of tasks (a judgment 

and a compliance task). Each worker’s job is made up of a bundle of both the judgment and 

compliance tasks, with a share of the worker’s time (𝛼) dedicated to the judgment task. I assume 

that the high-skill workers and low-skill workers differ along two dimensions. First, the high-

skill worker is more productive in the judgment task, but both types of workers are equally 

productive in the compliance task. Second, the high-skill worker has preferences for an amenity, 

m, separate from their wage, which is provided when they engage in the judgment task (e.g., a 

preference for “interesting” or “meaningful” work).35 

Figure 6 provides a framework that encapsulates these elements. I consider the effect of 

an exogenous shift in 𝛼, which captures a change in the composition of accountants’ work tasks. 

The initial equilibrium is denoted by A in the low-skill labor market and by C in the high-skill 

labor market. A shift in α first leads to an outward shift of the demand curve for low-skill labor 

and an inward shift of the demand curve for high-skill labor, such that these effects countervail 

 
34 I summarize the key elements below. For a full description, please see Online Appendix Section A2. 
35 This is motivated by studies such as Cassar and Meier (2018), Breuer et al. (2023a), and Burbano et al. (2024) 
who discuss the importance of non-monetary benefits, such as meaning at work. Zikmund et al. (1977) provides an 
accounting-specific example of the importance of “interesting work,” which they find is crucially important to 
CPAs. 
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and lead to no overall change in total demand. This occurs because GAAP restrictiveness shifts 

accountants’ work towards compliance tasks, which low-skill workers can offer at the same level 

of productivity but at a lower wage. Second, a decrease in 𝛼 leads to an inward shift of the high-

skill workers’ supply curves since these workers value the time spent on the judgment task. 

These forces lead to the new equilibrium B in the low-skill labor market and D in the high-skill 

labor market.  

The predictions from this stylized framework align with my empirical results. First, the 

aggregate number of accountants (𝑞1 + 𝑞2) decreases because the quantity in the high-skill 

market declines more than the quantity increases in the low-skill market. Second, the average 

wage across the two markets (𝑞1𝑤1 + 𝑞2𝑤2) decreases since the compositional shift 𝑞1 + 𝑞2 

biases towards lower paid, low-skill workers. Similarly, the wage dispersion decreases. Third, 

the relative composition of demand and individuals also changes in ways that are similar to my 

empirical results: there is relatively greater demand for those who do compliance tasks versus 

“judgment-related” tasks, and the individuals who remain in the profession are those who do not 

value “interesting work” (i.e., m in the model) in their careers. Overall, the stylized model 

provides a framework to help interpret the results and how they unfold.  

Although my stylized framework is not specific to accounting, features of the accounting 

and audit market likely make this issue particularly pertinent to the accountant labor market. For 

example, audit engagements are often characterized as “fixed revenue” services, which audit 

firms use as a way to secure lucrative consulting engagements (O’Keefe et al., 1994; Lisic et al., 

2019; Mavin, 2023). Thus, audit firms are especially concerned about minimizing the costs of 

conducting audits. The prescriptiveness of accounting standards can help audit firms minimize 

their costs by shielding them from potential litigation costs (e.g., Donelson et al., 2012) or by 
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creating new tasks (e.g., compliance duties) that relieve the need for “skilled” labor to service the 

audit. While my study documents that demand for accountants does not decrease in the short run, 

the change in tasks could lead to technology displacing workers in the long run, further shrinking 

the profession (e.g., Friedman et al., 2024).  

Still, the general economic forces documented in this paper could apply to other regulated 

professions. For instance, corporate lawyers’ responsibilities also include interpreting regulations 

and engaging in tasks involving compliance duties and their professional judgment. To the extent 

that corporate law and business regulations have become more restrictive, the effects 

documented in this paper could also apply to the legal profession. While other professions’ work 

may not center on interpreting standards (like the work of accountants and lawyers does), any 

regulation that leads to changes in the task content of the occupation can consequently affect the 

pool of candidates interested in entering the occupation.  
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Conclusion  

 This study finds that GAAP restrictiveness significantly reduces the number of 

accounting students, current accountants/auditors, and the number of CPA exam candidates. The 

number of accounting positions firms recruit does not decrease when restrictiveness is higher. 

However, there is a shift in the task content of the occupation away from creative and critical 

thinking and towards compliance duties. As a result of the shift in occupational tasks, wages do 

not improve, and the wage distribution becomes more compressed. The types of students most 

deterred by the shift towards more restrictive standards are those who are creative and those who 

place greater importance on interest in their major choice. Overall, the findings suggest that 

restrictive regulation can shift the task content of occupations and reduce the pool of individuals 

interested in the profession.  
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Figure 1: Geographic Distribution of Restrictiveness on State Level 
This figure shows the geographic distribution of the main treatment of interest, Restrictiveness, in three years: 1995, 2005, and 2015 
for the contiguous U.S. States (Hawaii and Alaska are included in the sample but excluded from this figure). Lighter shades of blue 
indicate lower exposure to restrictiveness, whereas darker shades indicate higher exposure. Panel A plots the restrictiveness measure 
across the U.S. states in 1995. Panel B plots the restrictiveness measure across the U.S. states in 2005. Panel C plots the restrictiveness 
measure across the U.S. states in 2015. 

 

Panel A: Variation in Restrictiveness across States (1995) 

 

Panel B: Variation in Restrictiveness across States (2005) 

 

Panel C: Variation in Restrictiveness across States (2015) 
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Figure 2: Variation in Restrictiveness over Time 
This figure shows the temporal variation in the main treatment of interest, Restrictiveness, over the sample period (i.e., 1993 to 
2018). Panel A reports the average value across all states for Restrictiveness in each year. Panel B reports boxplots for Restrictiveness 
in five different years: 1995, 2000, 2005, 2010, and 2015. For these boxplots, the line in the center of the box is the median, the top 
edge of the box is the 75th percentile, and the bottom edge of the box is the 25th percentile. 

 
 

 
Panel A: Time-Series Variation in Restrictiveness Measure 

 
Panel B: Cross-Sectional Variation in Restrictiveness Measure across Years (Every 5 Years) 
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Figure 3: Number of Accountants across States 
This figure shows the geographic distribution of the main outcomes of interest in the year 2000 for the contiguous U.S. States (Hawaii and 
Alaska are included in the sample, but excluded from this figure). Lighter shades of blue indicate a lower number of individuals, 
whereas darker shades indicate a higher number of individuals. Panel A plots the number of accountants and auditors from the OEWS 
across the U.S. states in 2000. Panel B plots the number of first-time CPA exam candidates from the CPA Candidate Performance 
Books across the U.S. states in 2000. Panel C plots the number of undergraduate accounting students from the HERI Freshman Survey 
across the U.S. states in 2000. 

 

Panel A: Variation in Accountants and Auditors across States (2000) 

 

Panel B: Variation in First-Time CPA Candidates across States (2000) 

 

Panel C: Variation in Accounting Students across States (2000) 
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Figure 4: Restrictiveness and Number of Accounting Majors 

This figure shows binned scatterplots of Restrictiveness and the main quantity outcomes of interest: the number of accountants, the 
number of accounting students, and the number of first-time CPA exam candidates. In Panel A, the horizontal axis represents the exposure 
to restrictiveness, and the vertical axis represents the total number of accountants in thousands. In Panel B, the horizontal axis 
represents the exposure to restrictiveness, and the vertical axis represents the total number of first-time CPA exam candidates. In 
Panel C, the horizontal axis represents the exposure to restrictiveness, and the vertical axis represents the total number of accounting 
undergraduate students. In all panels, blue dots represent the binned averages, and the solid black line represents the linear fit given 
these binned scatterplots. All figures control for state and year fixed effects. 

 

       Panel A: Number of Accountants and Auditors     Panel B: Number of CPA Exam Candidates 

 

Panel C: Number of Accounting Students 
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Figure 5: Full Breakdown of Survey Responses 
This figure plots the summary statistics for the responses to the undergraduate student survey. Panel A plots the average scores 
across the six factors queried in terms of what drove their decision to avoid the accounting profession. Panel B plots the share of students 
in each response category for the question asking how likely they would be to recommend accounting as a career choice. Panel C 
plots the share of students in each response category for the question asking what the perceived level of demand for accountants is. 
Panel D plots the share of students in each response category for the question asking what the perceived level of pay for accountants is 
relative to the pay of the average college graduate. Panel E plots the share of students who selected one of four sources of information 
that they thought was most influential to their knowledge of accounting. 

 

 

 

Panel A: Average Score for Factors Deterring Students from Accounting 

 

 
Panel B: Likelihood of Recommending Accounting 
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Panel C: Perceived Demand for Accountants 

 
 

Panel D: Perceived Pay for Accountants 

 

Panel E: Sources of Information on Accountant 
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Figure 6: Stylized Framework 
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This figure plots a stylized model of labor markets for two skill types and their response to a shift in restrictiveness. For a full description of the 
model setup, please see Section A2. The figure depicts the effects of a decrease from 𝛼!= 0.5 to 𝛼"= 0.3. The values of the other parameters 
used are 𝛿= 0.75, 𝜌#= 𝜌$= 1, m = 0.25. The figure contains three panels: one describing the low-skill labor market, one describing the high-
skill labor market (with wages and quantity), and one describing the non-wage amenity market (for the high-skill worker only). In the low-skill 
labor market, the demand curve labeled 𝐷#! is the initial demand curve (at 𝛼!= 0.5), while the demand curve labeled 𝐷#" is the demand curve 
after the shift (to 𝛼"= 0.3). The blue line, labeled 𝑆# is the low-skill worker's supply curve. Point A denotes the initial equilibrium in the low-
skill labor market, while Point B denotes the equilibrium after the 𝛼 decrease. The y-axis denotes the low-skill worker's wages (𝑤#) while the 
x-axis denotes the quantity of low-skill workers (𝑞#).  In the high-skill labor market, the demand curve labeled 𝐷$! is the initial demand curve 
(at 𝛼!= 0.5), while the demand curve labeled 𝐷$" is the demand curve after the shift (to 𝛼"= 0.3). The supply curve labeled 𝑆$! is the initial 
supply curve (at 𝛼!= 0.5), while the supply curve labeled 𝑆$" is the supply curve after the shift (to 𝛼"= 0.3). The initial equilibrium is labeled 
as point C, and the new equilibrium is labeled as point D. The y-axis denotes the high-skill worker's wages (𝑤$) while the x-axis denotes the 
quantity of high-skill workers (𝑞$). Finally, the non-wage amenity market plots the initial supply curve of the high-skill workers as a solid black 
line. The dashed black line represents 𝛼!= 0.5, while the dashed orange line represents 𝛼"= 0.3. The y-axis denotes the proportion of time spent 
on the judgment task (𝛼), while the x-axis denotes the quantity of high-skill workers (𝑞$). 
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Table 1: Summary Statistics 

 

Variable Name Aggregation Level Obs. Mean Std. Dev p10 p25 p50 p75 p90 

 
Treatment Variables 

         

Restrictiveness State Level 1,326 0.7 0.11 0.54 0.63 0.71 0.76 0.79 
Restrictive Words (in Thousands) State Level 1,326 344.99 86.59 213.38 250.81 394.62 415.76 429.75 

Total Words (in Thousands) State Level 1,326 5.37 1.48 3.06 3.61 6.09 6.53 6.78 

 
HERI Data 

         

Number of Students (Major 
Choice) 

Major-State Level 53,063 362.75 631.99 8 26 109 388 1020 

Accountant Major-State Level 53,063 0.01 0.12 0 0 0 0 0 
Number of Students (Career 
Choice) 

Career-State Level 32,579 576.13 1086.57 11 40 157 556 1580 

Accountant Career-State Level 32,579 0.02 0.15 0 0 0 0 0 
High School GPA Major-State Level 53,004 6.12 0.83 5.01 5.65 6.16 6.68 7.07 
Average Creativity Rating Major-State Level 49,843 3.65 .42 3.17 3.42 3.61 3.89 4.15 
Average Importance of Interest 
Rating 

Major-State Level 44,812 2.76 0.2 2.54 2.68 2.79 2.9 3 

 
OEWS Data 

         

Number of Employees (in 
Thousands) 

Occupation-State Level 721,131 3.47 7.98 0.09 0.24 0.77 2.69 8.34 

 
Average Annual Salary (in 
Thousands) 

 
Occupation-State Level 

 
747,052 

 
44.89 

 
24.91 

 
21.38 

 
27.65 

 
38.23 

 
54.8 

 
75.99 

 
Average Hourly Wage 

 
Occupation-State Level 

 
698,024 

 
21.1 

 
12.02 

 
10.15 

 
13.04 

 
17.8 

 
25.41 

 
35.76 

 
Accountant 

 
Occupation-State Level 

 
755,094 

 
0.002 

 
0.04 

 
0 

 
0 

 
0 

 
0 

 
0 

 
CPA Candidate Performance 
Data 

         

Number of First-Time CPA 
Exam Candidates 

State Level 806 755.06 976.95 87 160 405 920 1772 

 
Average AUD Section Score 

 
State Level 

 
801 

 
36.86 

 
11.19 

 
23.65 

 
29.1 

 
35.57 

 
45.08 

 
52.5 

 
Average FARE Section Score 

 
State Level 

 
800 

 
34.71 

 
13.45 

 
19.9 

 
25.01 

 
33.1 

 
44.03 

 
51.2 

 
 
Job Advertisement Data 

         

Number of Job Ads Occupation Level 21,808 170.207 578.809 3 8 31 112 366 
Complex Problem Solving Occupation Level 21,808 0.004 0.025 0 0 0 0 0.009 
Judgment Occupation Level 21,808 0.005 0.025 0 0 0 0 0.011 
Update Knowledge Occupation Level 21,808 0.003 0.018 0 0 0 0 0.006 
Consulting Occupation Level 21,808 0.007 0.035 0 0 0 0.002 0.016 
Analyze Data Occupation Level 21,808 0.01 0.045 0 0 0 0.004 0.023 
Interpreting Information Occupation Level 21,808 0.009 0.035 0 0 0 0.006 0.023 
Collecting Information Occupation Level 21,808 0.002 0.016 0 0 0 0 0 
CPA Designation Occupation Level 21,808 0.011 0.047 0 0 0 0.006 0.024 
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   Panel B: Restrictiveness Measure by Sector 

2-Digit NAICS Exposure to 
Restrictiveness 

Exposure to 
Restrictive Words 

Exposure to Total 
Words 

Agriculture, Forestry, Fishing and Hunting 

(NAICS 11) 
0.66 4995.07 314738.40 

Mining, Quarrying, and Oil and Gas Extraction 

(NAICS 21) 
0.78 7404.29 426353.00 

Utilities (NAICS 22) 2.17 18939.64 1130188.00 

Construction (NAICS 23) 0.84 5237.12 341144.20 

Manufacturing (NAICS 31) 0.64 5325.95 347710.00 

Manufacturing (NAICS 32) 0.67 5084.10 349590.00 

Manufacturing (NAICS 33) 0.66 5144.20 352106.30 

Wholesale Trade (NAICS 42) 0.62 4858.05 307343.80 

Retail Trade (NAICS 44) 0.57 4398.63 288721.20 

Retail Trade (NAICS 45) 0.57 4714.00 310252.40 

Transportation and Warehousing (NAICS 48) 0.73 6490.25 388336.70 

Transportation and Warehousing (NAICS 49) 0.58 5175.83 326845.90 

Information (NAICS 51) 0.76 5603.45 384025.30 

Finance and Insurance (NAICS 52) 0.86 6711.84 394373.30 

Real Estate and Rental and Leasing (NAICS 53) 0.83 6337.38 347023.80 

Professional, Scientific, and Technical Services 

(NAICS 54) 
0.65 4819.46 334888.30 

Administrative and Support ... and Remediation 

Services (NAICS 56) 
0.68 4947.23 328965.40 

Educational Services (NAICS 61) 0.63 4836.74 330536.40 

Health Care and Social Assistance (NAICS 62) 0.73 5089.74 313306.20 

Arts, Entertainment, and Recreation (NAICS 71) 0.77 5290.45 330009.80 

Accommodation and Food Services (NAICS 72) 0.74 5365.29 334296.60 

Other Services except Public Administration 

(NAICS 81) 
0.73 5140.84 324899.40 

Public Administration (NAICS 99) 0.61 4545.06 307998.30 

Notes: This table shows the summary statistics for the sample. Panel A shows the descriptive statistics for the main variables of interest used 
throughout the text. Panel B shows the average exposure to restrictiveness, restrictive words, and total words for a set of 2-digit NAICS 
industries. For detailed variable definitions, please see Table A1. 
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Table 2: Restrictiveness and the Number of Accountants and CPAs 

Panel A: Restrictiveness and the Number of Accountants and Auditors Relative to Other Occupations 

 Number of Employees (in Thousands) 

(1) (2) (3) (4) (5) 

 
Accountant × Restrictiveness -57.19** 

(27.263) 

  
   -1.53∗∗∗  

(0.592) 

Accountant × Restrictive Words -0.01* 

(0.008) 

 

Accountant × Total Words 0.00 
 

 (0.000)  

Accountant × Restrictiveness (Top Tercile) 
 

  -3.91*** -0.04∗∗∗ 
(1.270) (0.016) 

Model OLS OLS OLS Poisson Poisson 
Control for 150-Hour Rule Yes Yes Yes Yes Yes 
Fixed Effects Structure Occupation × State, Occupation × State, Occupation × State,  Occupation × State,  Occupation × State, 

Occupation × Year, Occupation × Year, Occupation × Year,  Occupation × Year,  Occupation × Year, 

State × Year State × Year State × Year State × Year State × Year 

Cluster State State State State State 
Observations 590,662 590,662 384,171 590,662 384,171 
R2 0.978 0.978 0.977 - - 

 
Panel B: Restrictiveness and the Number of CPA Candidates 

  

  First-Time CPA Candidates 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 (1)	 (2)	 (3)	 (4)	 (5)	

 
Restrictiveness	

 
-1791.86∗∗ 

  
 
-2.70	

 

 (674.246)	   (1.807)	  

Restrictive	Words	
 

-0.66∗ 

(0.340)	

   

Total	Words	
 

0.01∗ 

(0.005)	

   

Restrictiveness	(Top	Tercile)	
  

-113.71∗∗ 
 

-0.05	
   (53.699)	  (0.074)	

Model	 OLS	 OLS	 OLS	 Poisson	 Poisson	
Control	for	150-Hour	Rule	 Yes	 Yes	 Yes	 Yes	 Yes	
Fixed	Effects	Structure	 State,	

Year	
State,	
Year	

State,	
Year	

State,	
Year	

State,	
Year	

Cluster	 State	 State	 State	 State	 State	
Observations	 765	 765	 510	 765	 510	
R2 0.860	 0.861	 0.895	 -	 -	

	 Notes: This table reports the results of regressions of GAAP restrictiveness on the total number of employees across a set of occupations and the total number of first-time CPA 
exam candidates. The analyses in Panel A are conducted on the occupation-state-year level. Accountant takes a value of 1 if the major category is accounting, and zero otherwise. Restrictiveness 
measures the state-level exposure to restrictive standards. Restrictive Words measures the state-level exposure to the number of restrictive words. Total Words measures the state-level 
exposure to the number of total words. Restrictiveness (Top Tercile) takes a value of 1 if the state is in the top 33% of restrictiveness for a given year, and zero if it falls within the 
bottom 33% of restrictiveness for that year. The outcome reported in Panel A is the total number of employees within an occupation, state, and year. The analyses in Panel B are 
conducted on the state-year level. The outcome reported in Panel B is the total number of first-time CPA exam candidates. Please see Table A1 for detailed variable definitions. All columns 
in Panel A contain Occupation x Year, Occupation x State, and State × Year fixed effects. All columns in Panel B contain State and Year FE. In both panels, Column (1) uses 
Restrictiveness as a treatment measure. Column (2) uses the exposure to restrictive words and total words as a treatment measure. Column (3) uses Restrictiveness (Top Tercile) as a 
treatment measure. Finally, Column (4) repeats the results from Column (1) using a Poisson fixed effects regression, while Column (5) repeats the analysis from Column (3) using a 
Poisson fixed effects regression. All standard errors are clustered at the state level. ∗∗∗, ∗∗, and ∗ denote significance at the 1%, 5%, and 10% levels, respectively. 
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Table 3: Restrictiveness and the Number of Accounting Majors 

Panel A: The Effect of Restrictiveness on Students’ Major Choice 

 Number	of	Students	 

 (1)	 (2)	 (3)	 (4)	 (5)	

	
Accountant	× Restrictiveness	

	
-1659.22∗ 

  
	

-1.98	

 

 (1004.331)	   (1.554)	  

Accountant	× Restrictive	Words	
 

-0.73∗ 

(0.421)	

   

Accountant	× Total	Words	
 

0.01∗ 

(0.006)	

   

Accountant	× Restrictiveness	(Top	Tercile)	
  

-118.29∗∗ 

(55.942)	

 
-0.09∗ 

(0.053)	

Model	 OLS	 OLS	 OLS	 Poisson	 Poisson	
Control	for	150-Hour	Rule	 Yes	 Yes	 Yes	 Yes	 Yes	
Fixed	Effects	Structure	 Major	× State,	

Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Cluster	 State	 State	 State	 State	 State	
Observations	 45,378	 45,378	 28,228	 45,378	 28,228	
R2 0.828	 0.828	 0.833	 -	 -	

	
	

Panel B:	The	Effect	of	Restrictiveness	on	Students’	Career	Choice	  

 Number	of	Students	  

(1)	 (2)	 (3)	 (4)	 (5)	

	
Accountant	× Restrictiveness	 -143.82∗ 

	
-0.19	

 

(80.410)	 (0.154)	  

Accountant	 × Restrictive	 Words	 	-522.80∗ 

(316.442)	

  

Accountant	× Total	Words 344.43	
(260.427)	

  

Accountant	× Restrictiveness	 (Top	Tercile)	 -116.01∗∗ 

(48.576)	
-0.09∗ 

(0.051)	

Model	 OLS	 OLS	 OLS	 Poisson	 Poisson	
Control	for	150-Hour	Rule	 Yes	 Yes	 Yes	 Yes	 Yes	
Fixed	Effects	Structure	 Career	× State,	 Career	× State,	 Career	× State,	 Career	× State,	 Career	× State,	

Career	× Year,	 	 Career	× Year,	 Career	× Year,	 	 Career	× Year,	 Career	× Year,	
State	× Year	 State	× Year	 State	× Year	 State	× Year	 State	× Year	

Cluster	 State	 State	 State	 State	 State	
Observations	 28,486	 28,486	 17,911	 28,486	 17,911	
R2 0.842 0.842	 0.846	 -	 -	

Notes: This table reports the results of regressions of GAAP restrictiveness on the total number of students across a set of majors and careers. The analyses in this table are conducted 
on the major-state-year level. Accountant takes a value of 1 if the major category is accounting, and zero otherwise. Restrictiveness measures the state-level exposure to restrictive 
standards. Restrictive Words measures the state-level exposure to the number of restrictive words. Total Words measures the state-level exposure to the number of total words. 
Restrictiveness (Top Tercile) takes a value of 1 if the state is in the top 33% of restrictiveness for a given year, and zero if it falls within the bottom 33% of restrictiveness for that year. 
The outcome reported in Panel A is the total number of students in each major. The outcome reported in Panel B is the total number of students choosing accounting as a future career 
choice. Please see Table A1 for detailed variable definitions. In both panels, Column (1) uses Restrictiveness as a treatment measure. Column (2) uses the exposure to restrictive words 
and total words as a treatment measure. Column (3) uses Restrictiveness (Top Tercile) as a treatment measure. Finally, Column (4) repeats the results from Column (1) using a Poisson fixed 
effects regression, while Column (5) repeats the analysis from Column (3) using a Poisson fixed effects regression. All columns in Panel A contain Major × Year, Major × State, and State 
× Year fixed effects. All columns in Panel A contain Career Choice × Year, Career Choice × State, and State × Year fixed effects. All standard errors are clustered at the state level. ∗∗∗, 
∗∗, and ∗ denote significance at the 1%, 5%, and 10% levels, respectively. 
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Table 4: Restrictiveness and Firms’ Recruitment of Accountants 

Panel A: Restrictiveness and Total Number of Job Postings 

  Number	 of	 Online	 Job	 Advertisements	  

(1)	 (2)	 (3)	 (4)	 (5)	

Accountant	× Restrictiveness	 4284.784∗∗ 
 

0.293	
 

 (2005.271)	  (2.141)	  

Accountant	× Restrictive	Words	
  

0.715∗ 

(0.357)	

 

Accountant	× Total	Words	
  

-0.006	
 

   (0.004)	  

Accountant	× Restrictiveness	(Top	Tercile)	
 

-6.770	
 

0.102	
  (124.710)	  (0.081)	

Model	 OLS	 OLS	 OLS	 Poisson	 Poisson	
Control	for	150-Hour	Rule	 Yes	 Yes	 Yes	 Yes	 Yes	
Fixed	 Effects	 Structure	 Occupation	× State,	

Occupation	× Year,	
State	 × Year	

Occupation	× State,	
Occupation	× Year,	

State	 × Year	

Occupation	× State,	 Occupation	× State,	
Occupation	× Year,	 Occupation	× Year,	
State	 × Year	 State	 × Year	

Occupation	× State,	
Occupation	× Year,	

State	 × Year	

Cluster	 State	 State	 State	 State	 State	
Observations	 142,642	 86,719	 142,642	 142,642	 86,719	
R2 0.847	 0.859	 0.847	 -	 -	
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Table 6: Restrictiveness and the Type of Students it Deters 

Panel A: Restrictiveness and the Number of Students, by Student Creativity Rating 

   Creativity Rating   

Lowest 10% Below Average Average Above Average Top 10% 

(1)	
Number	of	
Students	

(2)	
Number	of	
Students	

(3)	
Number	of	
Students	

(4)	
Number	of	
Students	

(5)	
Number	of	Students	

 

Accountant	× Restrictiveness	
 

-2.22	 -55.55∗∗ -162.10∗∗ -69.44∗ 6.78	
 

  (11.001)	 (27.355)	 (64.406)	 (37.824)	 (16.295)	  

Model	  OLS	 OLS	 OLS	 OLS	 OLS	  

Control	for	150-Hour	Rule	  Yes	 Yes	 Yes	 Yes	 Yes	  
Fixed	Effects	Structure	  Major	× State,	

Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

 

Cluster	
 

State	 State	 State	 State	 State	
 

Observations	  6,128	 22,192	 33,924	 35,090	 29,221	  

R2  0.638	 0.792	 0.817	 0.823	 0.813	  

  	
	

Lowest 10% 

	
	
Below Average 

	
	

Average 

	
	
Above Average 

	
	

Top 10% 

 

Accountant	× Restrictiveness	(Top	
Tercile)	

 
-1.97	 -26.10∗ -70.61∗∗ -45.02∗∗ -5.28	

 

  (3.317)	 (13.875)	 (28.009)	 (18.930)	 (7.945)	  

Model	  OLS	 OLS	 OLS	 OLS	 OLS	  

Control	for	150-Hour	Rule	  Yes	 Yes	 Yes	 Yes	 Yes	  
Fixed	Effects	Structure	  Major	× State,	

Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

 

Cluster	
 

State	 State	 State	 State	 State	
 

Observations	  3,247	 12,997	 20,532	 21,285	 17,417	  
R2  0.694	 0.809	 0.834	 0.842	 0.834	  

	
 Lowest 10% Below Average Average Above Average Top 10% 

Accountant	× Restrictive	Words	 -38.69	 -269.82∗∗ -713.74∗∗ -257.61∗ -3.37	
 (44.956)	 (113.201)	 (278.184)	 (146.471)	 (52.778)	

Accountant	× Total	Words	 39.11	 175.77∗∗ 494.70∗∗ 162.10	 37.19	
 (41.826)	 (83.586)	 (229.837)	 (113.842)	 (42.709)	

Model	 OLS	 OLS	 OLS	 OLS	 OLS	
Control	for	150-Hour	Rule	 Yes	 Yes	 Yes	 Yes	 Yes	
Fixed	Effects	Structure	 Major	× State,	

Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Cluster	 State	 State	 State	 State	 State	
Observations	 6,128	 22,192	 33,924	 35,090	 29,221	
R2 0.639	 	 	 0.792	 0.817	 0.823	 0.813	
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Panel B: Restrictiveness and the Number of Students, by Importance of Interest in the Subject 

Importance of Interest in Subject 

  Not Important Important  

 (1)	
Number	of	Students	

(2)	
Number	of	Students	

  

 
Accountant	× Restrictiveness	

 
-1.26	 -66.60	

  

   (14.747)	 (43.042)	   

 
Model	
Control	for	150-Hour	Rule	
Fixed	Effects	Structure	

 
OLS	
Yes	

Major	× State,	
Major	× Year,	
State	 × Year	

OLS	
Yes	

Major	× State,	
Major	× Year,	
State	 × Year	

  

 
Cluster	

 
State	 State	

  

 Observations	  10,309	 55,962	   

 R2  0.732	 0.584	   

   

 
Not Important 

 
Important 

  

 
Accountant	× Restrictiveness	 (Top	Tercile)	

 
-4.84	 -44.83∗ 

  

   (3.896)	 (25.696)	   

 
Model	
Control	for	150-Hour	Rule	
Fixed	Effects	Structure	

 
OLS	
Yes	

Major	× State,	
Major	× Year,	
State	 × Year	

OLS	
Yes	

Major	× State,	
Major	× Year,	
State	 × Year	

  

 
Cluster	

 
State	 State	

  

 Observations	  5,698	 34,687	   

 R2  0.733	 0.586	   

   

 
Not Important 

 
Important 

  

 
Accountant	× Restrictive	Words	

 
-45.70	 -496.98∗ 

  

   (66.107)	 (248.989)	   

 
Accountant	× Total	Words	

 
32.13	 460.77∗ 

  

   (73.244)	 (232.865)	   

 
Model	
Control	for	150-Hour	Rule	
Fixed	Effects	Structure	

 
OLS	
Yes	

Major	× State,	
Major	× Year,	
State	 × Year	

OLS	
Yes	

Major	× State,	
Major	× Year,	
State	 × Year	

  

 
Cluster	

 
State	 State	

  

 Observations	  10,309	 55,962	   

 R2  0.732	 0.584	   

Notes: This table reports the results for how restrictiveness impacts different subgroups of students. Panel A reports the effects of restrictiveness 
on the number of students, broken down by their self-assessed creativity rating. Panel B reports the effects of restrictiveness on the number of 
students, broken down by the importance of being interested in the subject they’re majoring in. Restrictiveness measures the state-level exposure 
to restrictive standards. Restrictive Words measures the state-level exposure to the number of restrictive words. Total Words measures the state-
level exposure to the number of total words. Restrictiveness (Top Tercile) takes a value of 1 if the state is in the top 33% of restrictiveness for a 
given year, and zero if it falls within the bottom 33% of restrictiveness for that year. Please see Table A1 for detailed variable definitions. All 
columns in all panels contain Major × Year, Major × State, and State × Year fixed effects. Column (1) in Panel A reports the results for students 
who assess themselves to be in the lowest 10% of creativity. Column (2) in Panel A reports the results for students who assess themselves to be 
below average in terms of creativity. Column (3) in Panel A reports the results for students who assess themselves to be average in terms of 
creativity. Column (4) in Panel A reports the results for students who assess themselves to be above average in terms of creativity. Column (5) in 
Panel A reports the results for students who assess themselves to be in the top 10% in terms of creativity. Column (1) in Panel B reports the 
results for students who believe being interested in your major subject is not important. Column (2) in Panel B reports the results for students who 
believe being interested in your major subject is at least somewhat important. All standard errors are clustered at the state level. ∗∗∗, ∗∗, and ∗ 
denote significance at the 1%, 5%, and 10% levels, respectively. 
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Table 7: Restrictiveness and Public Sentiment (Mechanism Tests) 

Panel A: Restrictiveness and Decline in Students by their Weight on External Advice in College Choice 

Importance of External Advice in College Choice 

	

 High Low 

(1)	 (2)	

Accountant	× Restrictiveness	 -964.99∗∗ -132.18	
 (428.701)	 (96.151)	

Model	 OLS	 OLS	
Control	for	150-Hour	Rule	 Yes	 Yes	
Fixed	Effects	Structure	 Major	× State,	

Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Cluster	 State	 State	
Observations	 42,253	 40,257	
R2 0.823	 0.826	
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Panel B: Restrictiveness and Current Accountants’ Sentiment 

 (1)	 (2)	 (3)	 (4)	 (5)	 (6)	
Job	

Satisfaction	
Intellectual	Challenge	

Satisfaction	
Compensation	
Satisfaction	

Advancement	
Satisfaction	

Independence	
Satisfaction	

	

Hours	Worked	

Accountant	× 
Restrictiveness	

-2.26∗ 

(1.327) 
-1.40∗ 

(0.807) 
-2.07∗ 

(1.223) 
-1.34	
(1.081)	

0.23	
(0.664)	

13.06	
(30.235)	

 	 	 	 	 	 	
Model	 OLS	 OLS	 OLS	 OLS	 OLS	 OLS	

Fixed	Effects	
Structure	

Occupation	× 
Region,	

			Occupation	×  
Region,	

Occupation	× 
Region,	

Occupation	× 
Region,	

Occupation	× 
Region,	

Occupation	× 
Region,	

 Occupation	× 
Year,	

		Occupation	×  
Year,	

		Occupation	× 
Year,	

	Occupation	× 
Year,	

	Occupation	× 
Year,	

Occupation	× 
Year,	

 Region	× Year	 Region	× Year	 Region	× Year	 Region	× Year	 Region	× Year	 Region	× Year	

Cluster	 Region	× Year	 Region	× Year	 Region	× Year	 Region	× Year	 Region	× Year	 Region	× Year	

Observations	 4,584	 6,174	 6,174	 6,174	 6,174	 6,219	

R2 0.590	 0.636	 0.595	 0.518	 0.521	 0.803	
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Panel C: Restrictiveness and Online Sentiment 

 (1)	 (2)	 (3)	 (4)	 (5)	 (6)	

Negative	Words	
(Harvard	IV-4)	

Negative	Words	
(L	&	M)	

Ratio	Negative	
Sentiment	

Negative	Words	
(Harvard	IV-4)	

Negative	Words	
(L	&	M)	

Ratio	Negative	
Sentiment	

	

Post	× Accounting	 -2.50∗	
(1.331)	

	

-0.91∗	
(0.520)	

-0.07	
(0.046)	

-0.35∗∗	
(0.144)	

-0.30∗∗	
(0.144)	

-0.10	
(0.068)	

 	 	 	 	 	 	
Post	× Accounting	× 
Restrictive	

4.21∗	
(2.427)	

1.48	
(0.951)	

0.18∗∗	
(0.078)	

0.62∗∗	
(0.264)	

0.51∗	
(0.261)	

0.26∗∗	
(0.113)	

 	 	 	 	 	 	
Model	 OLS	 OLS	 OLS	 Poisson	 Poisson	 Poisson	

Fixed	Effects	Structure	 Subforum,	 Subforum,	 Subforum,	 Subforum,	 Subforum,	 Subforum,	
 Month	× Year,	 Month	× Year,	 Month	× Year,	 Month	× Year,	 Month	× Year,	 Month	× Year,	

 Cohort	 Cohort	 Cohort	 Cohort	 Cohort	 Cohort	

Cluster	 Poster	 Poster	 Poster	 Poster	 Poster	 Poster	

Observations	 4,416,117	 4,416,117	 3,018,288	 4,416,009	 4,415,807	 3,018,243	

R2 0.011	 0.003	 0.007	 -	 -	 -	

Notes: This table reports the results for why and how restrictiveness impacts individuals’ labor supply decisions. Panel A reports the effects of restrictiveness on the number of students, broken 
down by their reliance on external parties’ advice in the college choice process. Panel B reports the effects of restrictiveness on measures of job satisfaction from the National Survey of 
College Graduates (NSCG). Restrictiveness measures the state-level exposure to restrictive standards. Panel C reports the effects of restrictiveness on public sentiment. Please see Table A1 
for detailed definitions of each variable. All columns in Panel A contain Major × Year, Major × State, and State × Year fixed effects. Column (1) in Panel A reports the results for students 
who do not place importance on external parties’ advice. Column (2) in Panel A reports the results for students who do place importance on external parties’ advice. In Column (1) of Panel 
B, Job Satisfaction refers to the employee’s overall satisfaction with their job. In Column (2) of Panel B, Intellectual Challenge Satisfaction is an indicator that takes a value of 1 if the 
individual indicated that they are somewhat or very satisfied with the intellectual challenge of their job, and zero otherwise. In Column (3) of Panel B, Compensation Satisfaction is an 
indicator that takes a value of 1 if the individual indicated that they are somewhat or very satisfied with the compensation (i.e., salary and benefits) of their job, and zero otherwise. In Column 
(4) of Panel B, Advancement Satisfaction is an indicator that takes a value of 1 if the individual indicated that they are somewhat or very satisfied with the compensation advancement opportunities 
of their job, and zero otherwise. In Column (5) of Panel B, Independence Satisfaction is an indicator that takes a value of 1 if the individual indicated that they are somewhat or very satisfied 
with the independence of their job, and zero otherwise. In Column (6) of Panel B, Hours Worked refers to the total number of hours the employee works in an average week. All columns in 
Panel C use Subform (i.e., Subreddit), Month × Year, and Cohort fixed effects. In Columns (1) and (4) of Panel C, Negative Words (Harvard IV-4) is the count of negative words listed in 
the Harvard IV-4 sentiment dictionary. In Columns (2) and (5) of Panel C, Negative Words (L & M) is the count of negative words listed in the Loughran & McDonald sentiment dictionary. 
In Columns (3) and (6) of Panel C, Ratio of Negative Sentiment is defined as the count of negative Harvard IV-4 words divided by the count of positive Harvard IV-4 words. All standard 
errors in Panel A are clustered at the state level. All standard errors in Panel B are clustered at the region × year level, since clustering at the region level would yield too few clusters (6 
regions). All standard errors in Panel C are clustered at the Reddit poster level. ∗∗∗, ∗∗, and ∗ denote significance at the 1%, 5%, and 10% levels, respectively. 
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Table 8: Restrictiveness or Standard Complexity? 

Panel A: Restrictiveness and High-School GPA 

 High-School	GPA	  

 (1)	 (2)	 (3)	 (4)	 (5)	

Accountant	× Restrictiveness	 0.32	
  

0.05	
 

 (1.506)	   (0.239)	  

Accountant	× Restrictive	Words	
 

-0.00	
   

  (0.000)	    

Accountant	× Total	Words	
 

0.00	
   

  (0.000)	    

Accountant	× Restrictiveness	(Top	Tercile)	
  

-0.00	
 

-0.00	
   (0.045)	  (0.007)	

Model	 OLS	 OLS	 OLS	 Poisson	 Poisson	
Control	for	150-Hour	Rule	 Yes	 Yes	 Yes	 Yes	 Yes	
Fixed	Effects	Structure	 Major	× State,	

Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Major	× State,	
Major	× Year,	
State	 × Year	

Cluster	 State	 State	 State	 State	 State	
Observations	 45,313	 45,313	 28,187	 45,313	 28,187	
R2 0.530	 0.530	 0.553	 -	 -	

	
Panel B: Restrictiveness and Performance on AUD Section of CPA Exam 

Average AUD Score 

!

 (1)	 (2)	 (3)	 (4)	 (5)	

Restrictiveness	 0.97	
  

0.03	
 

 (1.799)	   (0.055)	  

Restrictive	Words	
 

12.64∗ 

(7.447)	

   

Total	Words	
 

-12.93	
   

  (8.349)	    

Restrictiveness	(Top	Tercile)	
  

0.14	
 

0.00	
   (0.774)	  (0.020)	

Model	 OLS	 OLS	 OLS	 Poisson	 Poisson	
Control	for	150-Hour	Rule	 Yes	 Yes	 Yes	 Yes	 Yes	
Fixed	Effects	Structure	 State,	

Year	
State,	
Year	

State,	
Year	

State,	
Year	

State,	
Year	

Cluster	 State	 State	 State	 State	 State	
Observations	 765	 765	 509	 765	 509	
R2 0.799	 0.801	 0.811	 -	 -	
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!"#$%&' : Restrictiveness and Performance on FARE Section of CPA Exam 

Average FARE Score 

!

 !"#$ !%#$ !&#$ !'# $ !(#$

)*+,-./,.0*1*++ $ 2324$
  

232"$
 

 !%3&%%#$  !2325'#$  

)*+,-./,.0* $67-8+ $
 

"43"&∗ 

!""3%('# $

   

97,:; $67-8+ $
 

<"43&&∗ 

!""3(&&#$

   

)*+,-./,.0*1*++ $!97=$9*-/.;*# $
  

232"$
 

<2322$
   !234%2#$ !232%>#$

?78*; $ @AB$ @AB$ @AB$ C7.++71$ C7.++71$

D71,-7;$E7-$"(2 <F7G-$)G;*$ H*+$ H*+$ H*+$ H*+$ H*+$

I.J*8 $KEE*/,+$B,-G/,G-*$ B,:,*L$

H*:- $

B,:,*L$

H*:- $

B,:,*L$

H*:- $

B,:,*L$

H*:- $

B,:,*L$

H*:- $

D;G+,*-$ B,:,* $ B,:,* $ B,:,* $ B,:,* $ B,:,* $

@M+*-0:,.71+$ 5N($ 5N($ ("2 $ 5N($ ("2 $

R2 23N("$ 23N('$ 23>N($ <$ <$

Notes: This table reports the results of regressions of GAAP restrictiveness on measures of the quality of accountants. Panel A reports 
the effects of restrictiveness on the average high-school GPA of matriculating undergraduate students. Panel B reports the effects of 
restrictiveness on the average AUD score from the CPA exam. Panel C reports the effects of restrictiveness on the average FARE 
score from the CPA exam. Restrictiveness measures the state-level exposure to restrictive standards. Restrictive Words measures 
the state-level exposure to the number of restrictive words. Total Words measures the state-level exposure to the number of total 
words. Restrictiveness (Top Tercile) takes a value of 1 if the state is in the top 33% of restrictiveness for a given year, and zero if 
it falls within the bottom 33% of restrictiveness for that year. Please see Table A1 for detailed variable definitions. All columns in 
Panel A contain Major × Year, Major × State, and State × Year fixed effects. All columns in Panels B and C contain State and 
Year FE. Column (1) uses Restrictiveness as a treatment measure. Column (2) uses the exposure to restrictive words and total words 
as a treatment measure. Column (3) uses Restrictiveness (Top Tercile) as a treatment measure. Finally, Column (4) repeats the 
results from Column (1) using a Poisson fixed effects regression, while Column (5) repeats the analysis from Column (3) using a 
Poisson fixed effects regression. All standard errors are clustered at the state level. ∗∗∗, ∗∗, and ∗ denote significance at the 1%, 
5%, and 10% levels, respectively. 
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               Table 9: Summary of Student Survey 
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Notes: This table reports the summary statistics for the undergraduate survey, for all survey questions where the scale can be 
summarized in a meaningful way through means, percentiles, and standard deviations. This includes questions asking about how 
strongly certain factors deter the student from entering accounting, the level of demand for accountants, the average pay of 
accountants, and the likelihood that the student would recommend accounting. For a detailed summary of all questions asked in the 
survey, please see Online Appendix Section A1 and Figure 5. 
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          Table 10: Survey-Based Field Experiment 

 

Inability to Use Creative and Critical Thinking Deters from Accounting 
 (1)	 (2)	 (3)	 (4)	 (5)	 (6)	 (7)	 (8)	

Judgment	 -0.05	
 

-0.32∗	
 

-0.02	
 

-0.10∗	
 

 (0.107)	 (0.188)	  (0.034)	 (0.060)	  

Restrictive	 0.22∗∗	 0.27∗∗	 0.32∗	 0.64∗∗∗	 0.07∗∗	 0.08∗∗	 0.09∗	 0.19∗∗∗	

 (0.107)	 (0.107)	 (0.181)	 (0.188)	 (0.032)	 (0.032)	 (0.052)	 (0.058)	

Constant	 3.22∗∗∗	 3.17∗∗∗	 3.32∗∗∗	 3.00∗∗∗	 1.17∗∗∗	 1.15∗∗∗	 1.20∗∗∗	 1.10∗∗∗	

 (0.076)	 (0.075)	 (0.127)	 (0.138)	 (0.024)	 (0.024)	 (0.038)	 (0.046)	

Model	 OLS	 OLS	 OLS	 OLS	 Poisson	 Poisson	 Poisson	 Poisson	
Sample	 All	 All	 Columbia	

Only	
Columbia	
Only	

All	 All	 Columbia	
Only	

Columbia	
Only	

	
Prompts	
Compared	

	
All	 3	

	
Treatment	
Only	

	
All	 3	

	
Treatment	
Only	

	
All	 3	

	
Treatment	
Only	

	
All	 3	

	
Treatment	
Only	

	
Standard	
Errors	

	
Robust	

	
Robust	

	
Robust	

	
Robust	

	
Robust	

	
Robust	

	
Robust	

	
Robust	

Observations	 733	 495	 256	 169	 733	 495	 256	 169	
!

𝑅-	 0.010	 					0.013	 				0.044	 					0.064	 -	 -	 -	 -	
!

Panel A: Salience of Restrictiveness and Creativity Factor in Labor Supply Decision 
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Panel B: Salience of Restrictiveness and Non-Creativity Factors in Labor Supply Decision 

                                                    Too Difficult                   Pay Not Sufficient.               Too Many Requirements 
!

 (1)	 (2)	 (3)	 (4)	 (5)	 (6)	

Judgment	 -0.14	
 

0.01	
 

-0.12	
 

 (0.112)	  (0.103)	  (0.106)	  

Restrictive	 -0.14	 -0.00	 0.00	 -0.00	 -0.12	 -0.00	
 (0.115)	 (0.111)	 (0.107)	 (0.105)	 (0.109)	 (0.106)	

Constant	 3.13∗∗∗ 3.00∗∗∗ 2.65∗∗∗ 2.66∗∗∗ 3.30∗∗∗ 3.17∗∗∗ 
 (0.082)	 (0.077)	 (0.075)	 (0.072)	 (0.077)	 (0.072)	

Model	 OLS	 OLS	 OLS	 OLS	 OLS	 OLS	
Sample	 All	 All	 All	 All	 All	 All	
Prompts	 Compared	 All	 3	 Treatment	Only	 All	 3	 Treatment	Only	 All	 3	 Treatment	Only	
Standard	 Errors	 Robust	 Robust	 Robust	 Robust	 Robust	 Robust	

Observations	 733	 495	 733	 495	 733	 495	
! 2 0.003	 0.000	 0.000	 0.000	 0.002	 0.000	

 Notes: This table reports the results from my survey-based field experiment. Panel A reports the results for the salience of 
restrictiveness on students’ perceptions of whether they can apply creativity and critical thinking. Column (1) reports the results 
using the restrictive, judgment-based, and neutral groups and the full sample of students. Column (2) reports the results using only the 
restrictive and judgment-based prompts for the full sample of students. Column (3) reports the results using the restrictive, judgment-
based, and neutral groups and the sample of students recruited from Columbia University. Column (4) reports the results using only 
the restrictive and judgment-based prompts for the sample of students recruited from Columbia University. Column (5) reports the 
results using the restrictive, judgment-based, and neutral groups and the full sample of students using a Poisson model. Column (6) 
reports the results using only the restrictive and judgment-based prompts for the full sample of students using a Poisson model. 
Column (7) reports the results using the restrictive, judgment-based, and neutral groups and the sample of students recruited from 
Columbia University using a Poisson model. Column (8) reports the results using only the restrictive and judgment-based prompts for 
the sample of students recruited from Columbia University using a Poisson model. Panel B reports the results for the salience of 
restrictiveness on students’ perceptions across various placebo outcomes. Columns (1) and (2) use students’ perceptions of the 
difficulty of accounting as an outcome. Columns (3) and (4) use students’ perceptions of the pay of accountants as an outcome. 
Columns (5) and (6) use students’ perceptions of the requirements to become an accountant as an outcome. Columns (1), (3), and 
(5) report the results using the restrictive, judgment-based, and neutral groups and the full sample of students. Columns (2), (4), and 
(6) report the results using the restrictive and judgment-based groups and the full sample of students. 


