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We compare regulatory resources devoted to regulation of 
financial reporting across three countries: Australia, the UK, and 

US.  By any measure, Australia deploys far fewer resources in 

regulating financial reporting than either the UK or the US. With 
antiquated reporting processes (e.g., Australia’s corporate-filing 

system is behind that the US has had since 1995), an argument 
could be made that Australia should have more resources.  

Limited regulatory firepower increases the importance of audit 
committees in providing assurance of financial reporting quality, 

heightening the need to guard against what some have described 
as “the cosy relationship between auditing firms and company 

directors”.1 While the relative scarcity of accounting scandals in 
Australia in recent years might provide some basis for confidence, 
the risk of lurking issues is higher if regulators do not have the 
resources to detect them. 

Introduction 

Financial reporting is a critical source of information about firms 
for investors, directors, suppliers, customers, employees, and 
regulators. Reflecting its economic importance, financial reporting 

is heavily regulated in every major jurisdiction in the world, with a 
critical element being the requirement for audited financial 
statements. 

The last few decades have seen increased regulatory oversight 

over financial reporting with a special focus on the auditing 
function. Since 2002, regulators have taken a more significant role 
in the oversight of auditing, including audit inspection regimes 

established in various jurisdictions since the establishment of the 
Public Company Accounting Oversight Board (PCAOB) in the US in 
2003. 

While the US led the world with reforms in the wake of scandals 

such as Enron in 2001, the topic remained on the agenda even 
during the Covid-19 pandemic. In May 2019, in response to fraud 
allegations at Luckin, a Chinese coffee chain, legislation was 
introduced that proposed removing Chinese firms from US stock 

exchanges unless their audits can be inspected by US regulators, 

something Chinese regulations do not allow. 

In the UK, failures of companies such as Carillion in 2018 led to a 
review of the supervisory environment led by Sir John Kingman. 

The review recommended the urgent introduction of a new 
regulator, the Audit, Reporting and Governance Authority, which 
should be accountable to parliament, with the intention to provide 
more effective oversight and address a concentration in the 

industry - the Big Four audit firms’ market share with FTSE350 
firms being 98% at the time of the report. 

Financial reporting regulation has also received attention in 

Australia in recent years. In 2017, Greg Medcraft, then-head of ASIC 

said of ASIC’s audit inspection program that “the results are 
appalling”. And in 2019, the Australian Senate referred an inquiry 
into the regulation of auditing to the Parliamentary Joint 

Committee on Corporations and Financial Services (PJC). 

Regulation of financial reporting 

Senator Paterson opened the PJC inquiry by suggesting that “audit 
quality is of vital importance in a market economy to give 

confidence to investors and others that they can rely upon 
information provided in financial reports.”2 

Accounting standards are set to ensure that financial reports 

provide relevant information that faithfully represents economic 

reality. In many countries (including Australia), accounting 
standards are based on standards developed by the International 
Accounting Standards Board (IASB), an independent organisation 

that produces International Financial Reporting Standards 

(IFRSs).3 

Publicly listed companies must have their financial reports audited 
by a registered company auditor. The auditor follows auditing 
standards in providing assurance that financial reports are 

prepared in accordance with accounting standards. Regulators 
oversee the financial reporting process by regulating the firms 
directly and indirectly through oversight of auditors. 

We first discuss financial reporting regulation in the United States 

and the United Kingdom, before discussing Australia. 

United States 

The primary regulator of securities markets in the United States is 

the Securities and Exchange Commission (SEC), which has a 
mission “to protect investors, maintain fair, orderly, and efficient 
markets, and facilitate capital formation.” The SEC’s Division of 

Corporation Finance covers issues related to financial reporting, 

including a filing review process in which it selectively reviews 

filings of listed companies to monitor and enhance compliance 
with disclosure and accounting standards.4 
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Accounting standards are set by the Financial Accounting 
Standards Board (FASB). Established in 1973, the FASB is an 

independent, private-sector, not-for-profit organisation. The FASB 
is recognised by the SEC as the designated accounting standard 
setter for public companies. 

The United States made significant changes to financial reporting 

regulation in the wake of scandals such as the Enron bankruptcy in 
2001. An important element of its current regime is the PCAOB, 
which was created by the Sarbanes-Oxley Act of 2002 to promote 
audit quality. The PCAOB registers public accounting firms, which 

are the firms that audit public firms’ financial statements. 
Relatedly, the PCAOB investigates and discipline of registered 

public accounting firms and people associated with them persons 
for violations of laws, rules, and professional standards. The 

PCAOB both sets auditing standards and effectively enforces the 
auditing standards through inspections of audits and firms’ 
control systems.5 

United Kingdom 

Financial reporting in the United Kingdom is regulated by the 
Financial Reporting Council (FRC), which essentially combines the 
functions performed in the US by the Financial Reporting Division 

of the SEC and the PCAOB. The FRC issues audit and assurance 

standards and enforces audit quality for public-interest entities.6 It 
also sets eligibility criteria for auditors and oversees tasks 
delegated to professional bodies, such as regulation of the 
accounting profession. 

The FRC is also the prescribed standard-issuing body for the 
purposes of section 464 of the Companies Act 2006. However, in 
practice accounting standards for public companies are 

established by the IASB. 

The FRC has continually increased staffing over the past seven 

years, due to a recognised need to enhance and improve audit 
regulation. The most recent figure of 210 full-time equivalent staff 

for 2019 is more than double the 102 it had in 2012.  

Following a recent review, the FRC may soon be replaced by a new 

regulator, the Audit, Reporting and Governance Authority (ARGA), 
with the Competitions and Markets Authority expressing the view 

that “the FRC has been for too long a weak and ineffective 

regulator”.7 ARGA is expected to employ an even greater number 
of staff to effectively regulate the audit market and improve audit 
quality.8   

Australia 

Regulation of financial reporting is led by the Australian Securities 
and Investments Commission (ASIC). ASIC carries out most of its 
work under the Corporations Act 2001. Core obligations of ASIC 

include enhancing the performance of the financial system and 
administering and enforcing the law to that end.9 

ASIC regulates Australian companies, financial markets, financial 
services organisations and professionals who deal and advise in 

investments, superannuation, insurance, deposit-taking and 
credit. Thus, ASIC has a much broader regulatory mandate than 

comparable entities in the US or the UK. 

Regulation of financial reporting for Australia’s 2,100 publicly 

listed companies is primarily conducted by the Financial Reporting 
and Audit team, which is part of ASIC’s Markets team and has 28 
full-time equivalent employees under the leadership of Doug 

Niven. 10  This team reviews financial reports of listed and other 
public entities and inspects audits and audit firm quality controls 

and initiatives.11 

This team covered 4,226 registered company auditors, 6,050 

registered SMSF auditors and 28,000 entities that were required to 
produce financial reports. In 2017/18, ASIC reviewed 294 financial 

reports of listed and other significant entities under its financial 
surveillance program.  

Auditing standards are set by the Australian Auditing and 
Assurance Standards Board (AUASB) and are based on standards 

issued by the International Auditing and Assurance Standards 

Board (IAASB).12 The AUASB was established under section 227B of 
the ASIC Act 2001 and is responsible for developing, issuing and 
maintaining auditing and assurance standards. 13  Unlike the 

PCAOB or the FRC (UK), the AUASB only sets auditing standards; 
enforcement is left to ASIC. In 2017/18, ASIC’s audit inspection 
program reviewed the audit files of 65 publicly listed companies. 

Accounting standards in Australia are formally issued by the 

Australian Accounting Standards Board (AASB). However, like the 
UK (and many other jurisdictions around the world), accounting 
standards for public companies in Australia essentially follow 

IFRSs issued by the IASB. The role of the AASB is to influence IFRSs, 

in part through its own research, and to handle issues not 
addressed by IFRSs, such as accounting standards for entities 
other than public companies. 

Another body in Australia is the Financial Reporting Council (FRC). 

The FRC provides “strategic policy advice” to the relevant minister 
(currently the assistant treasurer) on issues related to financial 
reporting and is effectively a board of directors for the AASB and 

AUASB. However, the FRC met just four times in 2018-2019 and 
appears to have no full-time resources of its own. 

Benchmarking 

Approach 

To benchmark Australia against the US and the UK, we focus on the 

number of staff dedicated to financial reporting regulation in each 
jurisdiction. This approach reflects a view that the human 
resources the regulator can draw upon has a direct impact on its 

effectiveness in monitoring and enforcement. However, the US 
and the UK are significantly larger in terms of population and 
economies than Australia is. And the presence of the global 
financial centres of New York and London likely affects resourcing 

in the US and the UK. For these reasons, we scale headcount by a 
variety of scale factors to adjust for differences in the size of 
population and economy, as well as market capitalisation and the 
number of publicly listed companies.  

Cross-country comparisons are complicated by differences in the 
regulatory institutions. For example, it is straightforward to 
develop head-counts for the UK because the FRC is the sole 
regulator and focused solely on financial reporting. The SEC and 

ASIC have broader mandates, but provide data on the FTEs in roles 
relevant to financial reporting. We include all FTEs related to audit 

standard-setting, because we do not have data to exclude these 
from PCAOB and FRC. (In any case, these numbers are likely to be 

small in each jurisdiction, so are unlikely to affect our analyses.)  
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We exclude resources clearly related to accounting standard-
setting (e.g., employees at FASB or AASB), in part because it is easy 

to do so, but also because of the very different regimes in the UK 
and Australia (where much of the work is handled by the IASB) and 
the US (which has its own standard-setter). 

In short, for Australia we combine FTEs at ASIC and AUASB. For the 

US, we combine SEC’s Corporate Finance and the PCAOB. For the 
UK, we simply count FTEs at FRC. On this basis, Australia had 33 
full-time equivalent staff (FTEs) in 2018, down from 48 in 2012. The 
US had 1,224 FTEs in 2018, which was little different from the level 

in 2012 (1,254). The UK had 192 FTEs in 2018, up from 102 in 2012. 

While smaller numbers in Australia are to be expected given our 
population and economy are smaller than those in the US and the 

UK, the staffing levels are lower even accounting for this. The plots 
below suggest that Australia currently has fewer resources 
dedicated to regulation of financial reporting than either the US or 

the UK for all four scale factors: population, GDP, number of 

publicly listed companies, and market capitalisation. 

Trends over time also do not paint Australia’s resourcing of 
financial reporting regulation in a favourable light, with declines 
evident in all four plots. In contrast, the UK has increased 

regulatory resources consistently over our study period. The US 
has roughly maintained levels relative to population and number 

of publicly listed companies but, like Australia, seen declines 
relative to GDP and market capitalisation.
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Insights 

By any measure, Australia deploys far fewer resources in regulating 

financial reporting than either the UK or the US. ASIC itself seems 
to think that financial reporting regulation is understaffed in 

Australia, saying to the Hayne Royal Commission: “When 
compared with conduct regulators in other jurisdictions, ASIC 

appears to be relatively under-resourced.”14 

In this benchmarking analysis, we have focused on the number of 
employees as a key input. An alternative analysis, which we plan 
for future research, would examine outputs. For example, how 

many audit inspections are conducted? How many financial 

reports are examined? Subject to data limitations and difficulties 
in comparing apples with oranges, we plan to examine this in 

future research. 

Another perspective is the existence of resources other than 
people that could be deployed to magnify the capability of a 
relatively small workforce. For example, superior technology 

might allow a sophisticated small team to cover the ground of a 
larger one.  

But technology is likely a weakness for Australian regulators. Since 
1995, companies have been required to file in a standard text- or 

HTML-based format with the SEC and in more recent years have 
been required to file in XBRL, a tagging technology for ready 
extraction of rich data. In contrast, even today Australia firms 

submit filings in formats that do not facilitate sophisticated 

analysis, such as scanned PDFs. 

Use of better technology affects financial reporting quality not only 
directly, but also indirectly by facilitating the emergence of data 
providers and analysts who likely complement the work of 

regulators in ensuring financial reporting quality. 

Alternatively, the allocation of relatively few resources to financial 
reporting regulation might reflect an emphasis on other, perhaps 
more pressing, roles that ASIC has. Professor Jason Harris suggests 

that “one common criticism of ASIC is that it simply has too much 
to do”.15 An alternative might be to follow the UK and remove the 
financial reporting regulation from ASIC and entrust it to a 
dedicated body similar to the FRC (UK). 

Professor Ian Gow is Director of the Melbourne Centre for 
Corporate Governance and Regulation (MCCGR). Elisa Hawke is a 
Research Officer at the Melbourne Centre for Corporate 

Governance and Regulation (MCCGR). 
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Appendix A –Detailed data 
FTEs by organisation 

Year 

ASIC: 

Financial 

Reporting 
and Audit 

AUASB Australia PCAOB 
SEC: 

Corporate 
Finance 

US UK (FRC) 

2012 40 8 48 766 488 1254 102 

2013 38 8 46 805 455 1260 114 

2014 30 7.9 38 809 457 1266 134 

2015 32 7.1 39 851 463 1314 151 

2016 30 5.8 36 856 477 1333 165 

2017 29 4.6 34 785 461 1246 171 

2018 28 5.2 33 800 424 1224 192 

Sources 

FTE data: ASIC annual reports 2012-2018; combined AUASB and AASB annual report 2017-2018; AUASB annual reports 2012-2016; PCAOB 
annual reports 2012-2018; SEC agency financial reports 2012-2018; FRC annual reports and financial statements 2012-2018. 

The World Bank, 2018 (population and GDP data; US data on publicly listed companies and market capitalisation); ASX Listed Companies, 
December 2018 (listed companies and market capitalisation for Australian companies); London Stock Exchange, December 2018 (listed 
companies and market capitalisation for UK companies).
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