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BOOKKEEPING MADE EASY





Bookkeeping…Who started this whole thing?

To answer this question let’s go back to Italy during the 14th century.  Yes folks, this whole accounting thing has been around for 700 years!  Italy was a convenient locale for the sale of goods made throughout the world.  Genoa, Florence and Venice were key commercial centers for trade between European and Middle Eastern merchants. As a result, many business terms and concepts can be traced back to Italy.
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The situation in Italy was for sales and the use of a middleman or merchant.  The idea of trading one cow for two sheep is not the type of sale we are talking about.  The English wanted to trade wool, while the Chinese wanted to trade silk.  There needed to be a common unit for exchange of goods and the city of Genoa was the town that started the use of money - a common unit for any transaction.
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Gold Florin Coin 

The standardization continued on with the recording of the business transaction.  This concept was necessary so that the merchants had records to show the owners of the goods what was sold on the trip, who bought it and at what price.  This is the birth of bookkeeping. Started in Venice and known as the “Merchant of Venice” system, this double-entry accounting system is based on the balance of debits and credits.  Where did the term debit come from?  The Latin debita and debeo along with the Italian debito translate to “I have.”  Based on this, the word debit is translated as an asset of the merchant, or what is owed to him.  The word credit comes from the Latin credo and the Italian credito and translates to trust or belief.  Credits are liabilities or money owed by the merchant.

The “Merchant of Venice” bookkeeping system was quite advanced.  Amatino Manucci, worked for a Florentine merchant partnership run by the Medici family, was one of the more advanced bookkeepers.  There are records of Manucci’s documents detailing journals, ledgers, profit and loss statements, equity balances and accounting periods. 

The “Merchant of Venice” system went on to become the bookkeeping standard when it was printed in 1494 by Luca Pacioli.  Pacioli, an Italian mathematician, was preparing to write a book entitled Summa de Arithmetica, Geometria, Proportioni et Proportionalita when he was requested by the Medici family to add a guide to bookkeeping in his mathematics book.  Pacioli proceeded to write 36 chapters entitled De Computis et Scripturis, with illustrations by Leonardo da Vinci. The book was so well received that is was printed in 1494.  In a short time the book was translated into many languages and has led to Pacioli’s title of the “Father of Accounting.”


So while we have continued to expand the realm of bookkeeping and accounting into cost accounting, fixed assets, ROI, flexible budgets and the like we must honor what was done in the past and marvel at their work.








So what does one do when they are trading in Venice or Florence?  How do the merchants agree on a standard monetary unit?  Not to worry.  The gold Florin, created in the Italian city of Florence, became the standard coin throughout Europe.
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