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THE BIRTH OF
A PROFESSION

lot of attention hasjustifiably been
Afocused on the Future of Financial

Advice (FoFA) changes, which
started on July 1 this year. As a whole,
FoFArepresents arguably the greatest
shake-up of regulation in the financial
planning space. But an equally, if not more,
significant change also takes place onthe
very same day.

From July 1, it isnecessary tohold
an appropriate tertiary degree before
anindividualmay become a member
of theFinancial Planning Association
of Australia (FPA).

It may not seemlike abig changein
isolation, but with the passing of this
deadline the final piece in the professional
association puzzle drops into place —
the piecerelated to entry-level
educationalrequirements.

With this final piece comes the creation
of an organisation that can tick every
box necessary to be called a professional

association. And asadirectresult of a
true professional association being
created, it can be said for the first time
that financial planning in Australiahas
become a profession.

Deen Sanders, the chief executive officer
of the Office of the Professional Standards
Councils, and a former chief professional
officer of the FPA, saysitis “a very fair
comment" to say that the FPA has finally
attained professional-association status.

"On any objective measure of what a
professional associationis, the FPA would
meet thatrequirement,” Sanders says.

"There are anumber of legitimacies to
becoming a professional association.

"If you take the view that it has all of the
appropriate ingredients and meets all of
therequirements...for what a professional
associationis..then the FPA meetsit.

"I'hasten to qualify my comment
[by saying] that in my role now, [ have
different types of assessments as to what
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HOW DO YOU KNOW WHEN YOU'VE
BECOME A PROFESSION?

For aprofessionto exist, each of six separate
elements must beinplace.

1A professional association. That body must be
self-constructed. It cannot be forced by government;
otherwiseitisjustaregulatory agency. It must be of
the people who belong to that profession.

2 Community support. The community supports
clearly and overtly, the existence of the profession. A
community must need and want the profession.

3 Government support. The government recognises
andlegitimises a professional community.

4 ndividual support. The clients of professional
service providers believe that those providers are
professional. Clients who have a professional financial
planner support and recognise the professionalism of
thatindividual.

5Individualreadiness. Individuals are prepared to
takeresponsibility for being professional — with
everything that entails, including qualifications,
adherenceto codes of conduct and ethics,and so on.
6 Collectivereadiness. The community of
practitioners must believeinthe professionand
adhere, as acollective, to principles of professional
behaviour and conduct.

Source: Professional enlightenment of financial planning in
Australia, Sanders, 2010.

Matthew Rowe, left, and Mark Rantall

FOFAONITS OWN IS ENOUGH TO IMPROVE THE
PROFESSIONAL SERVICE THAT CONSUMERS RECEIVE,
BUT BY NO MEANS CANIT EVER BE IMAGINED THAT IT
LEADS TO A PROFESSION, IN AND OF ITSELF. [THERE
MUST BE]...A COMMUNITY OF COMMITTED
PROFESSIONALS, TO BECOME A PROFESSION

aprofessional associationis, as authorised
by the government. Whilst I would hesitate
tosuggest that the FPA could and should
meet thoserequirements,Ican't confirm
that because they havenot madean
application to me for that purpose.”

Itisimportant that financial planning
developits own professional association
—inaway that would be instantly
recognisable by other professions —
because thereisacommon and pervasive
misconception that FOFA onitsownis
enough to “professionalise” the financial
planningindustry.

That'snot so, says Sanders.

"FoFA onitsownisenoughtoimprove
the professional service that consumers
receive, but by nomeanscanit ever be
imagined that it leads to a profession,inand
ofitself," he says.

“[There must be] the agency of a
professional association, and a
community of committed professionals,
tobecome a profession.”

Sanderssayshehasdeveloped a
checklist that defines a profession. (See
box:"How do you know when you've
become a profession?”’)

The chairman of the FPA, Matthew
Rowe, says that a profession, by definition,

VOXPOP:PETERKELL

industry associations.

the quality of advice".

The deputy chairman of the Australian Securities and Investments
Commission (ASIC), Peter Kell, stresses that although the FoFA reforms
make a significant contribution to the development of professional
standards, "FoFA onits ownis not enough' to create a profession.
Thelegislative reforms do not address, for example, the issue of
entry-level qualifications, educational standards and ongoing professional
development. Those issues must be tackled by the industry itself, through

Kell says FoFA will allow a consistent, industry-wide approach to "lifting

"ASIChas been very clear that we want to see higher standards over
time for adviser qualifications, competency and training. That part of the
pictureisnotreally what FoFA first and foremostis about. Theissues around
qualifications and competency willbe addressed through other processes.
And, of course, they are areas of strong interest toindustry associations.

"That's the main area where we willbe undertaking further work —
around lifting those standards in an appropriate timeframe so that the
community can have confidence that whenthey go to see a financial
adviser they are dealing with someone who has rigorous qualifications.”
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VOXPOP: PHIL ANDERSON
Chief operating officer of the Association of Financial Advisers (AFA), Phil Anderson, says FoFA
has "played aroleindriving professionalism'.
"Thebestinterests duty is going up a step, andit has additional requirements," he says.
"And I think, fromacommunity perspective, the things FoFA does as far as the visibility of
thebestinterests duty and the removal of conflicted remuneration willincrease the status
of financial advice inthe community's eyes. But | wouldn't say FoFA aloneis going to elevate
financial planning — | would equally say financial advice — to a profession. | think there are other
key things that are subject to separate activity, such as raising the education standards that |
understand ASIC [the Australian Securities and Investments Commission]is working on at the

moment, and also the issue of codes of conduct.

level of professionalism.”

"Whilst the FoFA debate has influence, what we would say is that it hasn't necessarily
influenceditin theright direction, because the FoFA debate has put codes of conduct out
there asamechanismto avoid legislative obligations rather than necessarily promoting doing
theright things. Sol'd say FoFA has made a significant contribution, but we've also got tolook
at other things such as education, [and] codes of conduct as other key driversinraising the

Phil Anderson

THE ISSUES AROUND
QUALIFICATIONS AND
COMPETENCY WILL BE
ADDRESSED THROUGH
OTHER PROCESSES.
AND, OF COURSE,
THEY ARE AREAS OF
STRONGINTEREST TO
INDUSTRY ASSOCIATIONS

Peter Kell

canonlybeformed by individuals and
individual commitment to professional
obligation and community".

"Genuine professional associations
canonly haveindividual practitioner
members, where the ethical obligations and
commitment to professional practice sit
with theindividual and not a corporation -
of any size," he says.

"There are clear differences between
membership of anindustry association
and a professional association — there
must now be truthinlabelling for both
financial planners and the public to
understand the difference.”

Rowe says the goals of anindustry or

VOXPOP:MARKRANTALL

The chief executive of the Financial Planning Association of Australia (FPA), Mark Rantall, says "there are no shortcuts to creating a profession —
notwithstanding the fact that we're trying to accelerate that evolution'.

"Enshrining the term ‘financial planner'inlaw, or protecting the terminlaw...is certainly a starting point for consumers to be able to recognise that
atleastif they go to see someone who holds themselves out to be that type of person, that they're adequately licensed," Rantall says.

"Butlicensingis a starting point, not an acceptable point. If we're sitting herein 10 years' time and 50 per cent of the financial planning population
who are calling themselves ‘financial planners' or 'advisers' are not certified by a well-recognised certification program, and are not a member of
an approved professional code incorporating standards and ethics, then | think we are misleading ourselves if we think the public will recognise
usasarespectedprofession.”

Rantall says thereis a well-worn path to and definition of being a professional.

"You have to be part of something that's bigger than just you calling yourself a professional," he says.

“It's the external certification, external standards and [being held] to those standards.

"Youneedtohave anapproved-degree entry into the professional framework, and then you have to complete certification at a post-degree or
master's level, and have the required amount of experience.”

Rantall says that part of what a professional commits tois a code of professional conduct, which espouses standards and ethics. Financial
plannersneedto adhere to that".

"Thereareno shortcuts," he says. "Ihear the debate and | hear some of the commentary around why do you need certification and why do you
need codes? With duerespect,that's yesterday's argument.”

PROFESSIONAL PLANNER | July 2013 www professionalplanner.com.au



Are low fees and strong performance
in your clients’ best interests?

As you will be aware, your “best interests” obligations will require you to put your clients’ interests first
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THE GOVERNMENT CANNOT FORCE
OR CREATE A PROFESSION.
GOVERNMENT CAN SUPPORT OR
MANDATE A PROFESSION, BUT IT
CANNOT FORCE A PROFESSION

membership associationinclude:
-acting inthemembers'interest;
«lobbying government for the financial
and business benefit of their members;
i ff - providing access to services including
_{- | : : education, research and knowledge that
" | R advances members' success; and
i g -engaging in consumer and market
- o awareness campaigns that drive business
/] tomembers.
Onthe other hand, Rowe says, therole of
aprofessional associationisto:
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i Lln - PROFESSIONAL ASSOCIATION?

}. g‘l ] Anorganisation should only berecognisedas a
| ] professional associationif it has evidence thatit:
§| 1 1Has adequateresources, systems and controls.
:':ilfi. r': . 2Is controlled by a governingbody comprising
It',‘ ¥ B persons of goodrepute.

¥ 5

3 Actsinthe publicinterest, so thatits activities
contribute toraising consumer confidence and trust.
4 Provides theregulator withregularindependent
reportsonitsactivitiesinrespect of advisers.

5 Sharesinformation and co-operates with the
regulator.

Fal

6 Leads professional development.

7 Has, andis effectivein promoting, standards
of professionalism at least equivalent to those
of theregulator.
8 Provides help and guidancein meeting
those standards.
9 Has effective arrangements for monitoring
compliance with standards.
10 Has effective arrangements for disciplinary
measures againstits members.
Source: Financial Services Authority (UK

Deen Sanders Retaildistribution review,2009.
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BernieRipoll

-actinthe publicinterest;

- establish, educate and enforce
expectations of conduct and practice onits
members;

-advocate with government for the
protection of consumers throughthe
professional services of its members; and

- provide access to education, research,
and knowledge that advances amember's
professional capacity.

Sanders says that a properly constituted
professional associationis anecessary
precondition for a profession to exist
because at their heart, professions exist to
serve the publicinterest.

“Inthe absence of a professional
body that collectivises and responds on
behalf of the community - the consumer
community — then you simply havelots of
professionals doing things," he says.

“The primary precondition and

www professionalplanner.com.au
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VOXPOP:BERNIE RIPOLL

The Parliamentary Secretary to the Treasurer
and Parliamentary Secretary for SmallBusiness,
Bernie Ripoll, says that while FoFA sets the ground
rules, it'show thoserules are appliedand the
culturethat s created that determine whether
financial planning is a profession.

Inavideointerview recordedbefore the 2013
Dealer Group Summit, heldin early June, Ripoll says
that professionalism ultimately “always comes
downtopeople".

"Thelaw isimportant, becauseit putsinthe
framework and the structures — it sets therules,
quite simply, But thenit's how thoserules are
interpreted and applied," he says.

"We've seen somereally poor practicesin the
past..lwon't go back over old ground. But culture
there was a critical piece of failure, and | think here
culture willbe a critical piece of success. That's
going to be theimportant part about policy turning
intolegislation, whichis law. If people believeinit,
apply the spirit of thelaw, not just the black-letter
law, then [we willbe] on theright path.”

Ripollsays he hopes that FoFA willbe
""the building block of professionalism for
[financial planning]'".

"Professionalismis aninteresting concept,”
hesays."The doctoring profession, for example,
maybe took 1000 years beforeit really was
recognised as being serious and professional andall

those sorts of things.|don't suspect it will take that
longinfinancial services.

"Ithinkitis going to be much, much quicker, and
| think we're at the cusp of that happening now —
and certainly through the work that a whole range
of people are doing.

"It's going to be the education, the qualifications,
the standards that willmake it a profession — not
because you callit that, but becauseitis.”

Ripollsays the public willdemandto see a clear
behavioural change across theindustry before
they beginto think of it as a profession.

"It's the difference between the feeling like
you're being sold something, and being given
professionaladvice," he says.

"Everyoneknows the difference. If you're being
sold something, you know it straight away.

"“Youfeelit. Some people are better atit than
others, there's no question about that, but
there's anenormous difference between that
andbeing given strong, good advice that'sin
your bestinterest.

“Ithink that willbe the standardin the advice
sector, when people have that confidence that
they're walkingin to get some advice, they'llbe
more than prepared to pay forit, because they're
confident they can trust that advice.

“Ithink that's the key; that's what underpins
allof this."

the distinctionis that a professional
association puts the community'sinterest
first,and that's why it'sneeded for a
profession to emerge.

“Inthe absence of that, youhave alot of
people who may arguably be doing good
work and professional work, even - that is,
it'snot amateurish andit's clearly publicly
oriented - but in the absence of a group
that stands between the publicand the
community of professionals, youdon't have
aprofession.”

Sanders says the emergence of a
profession will also serve to wrest control of
the debate back from government.

"The problem we've had in financial
planning, quite frankly —in a wholeraft
of emerging professional communities
—isthat the government haveimposed
themselvesinthatrole,and that hasbeen
anextraordinary distraction,” he says.

“Twould argue [ithas been]
an encumbrance to theissue of
professionalisationin financial planning
[because]it communicates afalse sense
of professionalism, when what theyreally
meanis regulated’, not ‘professional’

“We saw that with FoFA, we see that
with the fact that the government, in
itsearly mandate inrelation to FoFA,
when Chris Bowen first made the
announcements, he claimed that it would
lead to the professionalisation of financial
planning - or financial ‘advice' was his
language at the time. That was the claim:
that the government, by institution of
regulation, would somehow lead to the
professionalisation of the community.

"The government cannot force or
create a profession. Government can
support or mandate a profession, but it
cannot force a profession.” m
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