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<After PACIOLI>
—DOUBLE-ENTRY BOOKKEEPING : What it was.—

It is said that history is one of the
scholarly categories which outsiders are apt
to argue. Also, there is an epigram that to
be absolutely confident of one’s own insis-
tence is starting of insanity or the first step
of spiritual senility.

The author of this paper has to confe-
ss that he has already reached almost a
place of the 100th step of spiritual and
physical senility. As to the dual senility
referred to above, the author wishes to be
excused from the matter.

However with respect to the problem
of “outsiders” (saying in other word, “ama-
the

author feels quite shame when he thinks of

teurism”) mentioned in the above,

himself in retrospect. Perhaps readers will
be good enough to pardon the author’s
vindication, but the author is an utterly
flattered
himself that he is an accounting historian.
Luckily
enough, the author has been allowed to

nonprofessional and has never

In fact, he never is a professional.

give lectures concerning bookkeeping and
accounting several universities since he was
young. In the researches in this field, the
author has long been inclined to believe
that historical approach is a rather better
method although the matter is entrusted to
the taste of the individual persons who are
In short, the sub-

titles of papers, theses, etc. are, they say,

engaged in this study.

liable to be reduced to just as “history,
present situation, and assignment”. How-
ever recently, the title has been determined
as “Referring to the Past, Thinking of the

Coming”, out of witticism.
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As is described above, just a part of a
lot of problems which are belived to be left
untouched in a pile is reported en masse in
the discussion shown below in the 500th-
year anniversary of publishing of SUMMA
of PACIOLI, on the assumption that the
author is on the 100th step of the dual
senility.

I . Which first came out, a chicken or an
egg?

The
textbooks and bookkeeping practice is a

relation between bookkeeping
problem that has long been argued in both
the East and the West.
example in our country, the matter is

According to the

beyond all of reflect, lead or follow and
“KAIRT”
tained literally without any rectification from

(estrangement) has been main-

the start of the problem to now. Further-
more, since the very moment when double-
entry bookkeeping was introduced mainly
from Britain and U.S.A. in the 70th in the
19th century, a tendency has been noticed
that many of the Japanese have cherished
a virtual image or superstition regarding the
booking system invented by westerners.
Even today, such a virtual image or super-
stition does not appear to be wiped out
yet.

We wonder if the estrangement of
bookkeeping textbooks and bookkeeping
practice has brought about a kind of a
We also
wonder if such a virtual image or supersti-

virtual image or superstition.

tion has brought about the estrangement.
This is a proposition similar to the

matter which first came out, a chicken or

an egg, and it is difficult to allow a con-
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clusion to be reached so promptly.
However such affairs are hereunder
described in a summarized style.

I. It was started with an action of a
foreigner employed as adviser

A kind of virtual image or superstition
cocerning double-entry bookkeeping in our
country was, when its origin is crucially
traced, wholly started with an action of a
The fore-
igner was Vicente E. Braga (1840—1911), a
He once a clerk of the British
Hongkong Mint Bureau that had already
defunct, and was invited with Thomas W.
Kinder, his
director of the Bureau, to assume a post as

foreigner employed as adviser.

Portugal.

immediate supervisor and
foreign adviser in the Osaka Mint Bureau
in 1872 and had

been regarded as the first modern factory

which was established

in our country.

Braga was the chief of the Ingot
Section, and what he did in the Sction was
to apply double-entry system to calculation
and record of the ingots dealt within the
weight unit (ounce) upon thier delivery from
the Finance Ministry and others to the
Metal-Melting Section of the Bureau. This
is the very beginning of the western style
double-entry bookkeeping in our country.
Braga’s original book that has been found
in a recent year is just a Journal in the
first period in his service titled “NIKKI”
(Day-Book), but none of the original book
equivalent to the Ledger is found yet. It
should especially be emphasized that the
booking system in question was not adopt-
ed with the Osaka Mint Bureau as “an

accounting entity”.  Also it should be
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emphasized that the system is not con-
cerned with “Work Special Accounting”.
Nothing particular might be argued

with the propriety on applying double-entry

Dr. (ounce)
Ingots imported by the 734.45
Finance Ministry
Metal-Melting Section 734.45

Supposing that managerial records of
the delivery of the ingots are to be discuss-
ed, it might be sufficient to refer to the
with the
physical inventory (sein bestand) whenever

stock record (sollen bestand)

necessity comes out. None of difference is
theoretically found in the reference method

Dr. (yen)
10,000
500

Cash

Son (personal expenses)

Since a Cash-Book or Housekeeping
Account-Book is based upon cash, there
will be no need for the item “cash” (cash
account) and every accounting procedure
will be done just by the records of the
counterpart’s item (another account) which
has been a cause of the increase and
decrease of cash. It is utterly unnecessary
to think of cross entry with cash account
as a counterpart from both theoretical and
real viewpoints. Therefore, there is neither
necessity nor inevitability for double-entry.

Furthermore, matters might be sum-
med up in a sigle word foolish when posti-
ng is intended to be done in the Ledger
for even 4 times in accordance with the

journalising referred to above. This might

to the delivery of the ingots. The first
description of the “NIKKI” (Day-Book) is
hereby given.

Cr. (ounce)
The Finance Ministry 734.45
Ingots imported by the 734.45

Finance Ministry

mentioned above compared with the case
of “Cash-Book” as a managerial record of
cash (for example, “Housekeeping Account-
Book”).

it is necessary to do journalising as shown

Here arises a dubiousness whether

in the case of “Housekeeping Account-

Book”.
Cr. (yen)
Husband (monthly pay) 10,000
Cash 500
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be a common knowledge in bookkeeping.
Late Dr. Koujiro Nishikawa who dis-

“NIKKI” (Day-Book) made

description in purport that the contents are

covered the

composed of “Double Entry by kind” and
“no examples can be found in the world
except them.” However, it might be neces-
sary to think of the meaning that no
examples can be found in the world except
them. Also it seems unlikely that every-
thing goes in a manner as Dr. Nishikawa
said, “The position standing on the history
of Japanese accounting and its meaning are
explicit.” In negative meaning, the state-
ment might be true, but it cannot but be
said that the late doctor also persisted in

the thought of a kind of virtual image or
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superstition.

Braga gave lessons on bookkeeping in
the Mint Bureau.
dence, Takesada Kawaguchi, who was a

By a curious coinci-

military payofficer and was later installed
on a director of the Japanese Army in the
concerned field, was one of his students.
In June 1876, a pamphlet in which
description was made on an experimental
trial how to conduct the procedure of the
governmental revenue and expenditure in a
local accounting section in double-entry
was published from the accounting head
The

author of the pamphlet was Kawaguchi,

quarters of the Japanese Army.

and he was said to have conducted the
procedure while he worked for Kumamoto
Citadel of the Japanese Army. “NIKKI”
(Journal-Day Book) and “GENCHO” (Gen-
eral Ledger) were the main books in the
pamphlet.

Furthermore, Braga continued to give
lessons on double-entry bookkeeping even
when he was transferred to the post of an
accounting adviser in the Ministry of
Finance.

In the period near the end of 1875, an
experimental attempt to apply double-entry
method to Governmental Accounting was
started in both the Ministries of Finance
and Education. This was the commence-
ment of the magnificent and aggressive
project for adoption of double-entry method
that continued until 1889.

The summary is hereunder shown.

(1) Jan. 1876 : “NIKKIBO” (Journal-
Day Book) and “GENBO” (Gen-
eral Ledger) were adopted as
main books.
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(2) Nov. 1878 : The books were for-
mally used in all the central
governmental offices and all the
prefectures with Okinawa as an
exception.

(3) Aug. 1882 : Budgetary books were
abolished. Double-entry method
was applied to all the regions

the

sphere to the cash revenue and

ranging from budgetary
expenditure.

{4) Dec. 1886 : Double-entry method in
the revenue was abolished.

(5) 1890 Later: In accordance with the
newly established Accounting

Laws, “Item Alignment” and
“Cash Revenue and Expend-
iture” were distinguished. Thus
the magnificent and aggressive
experiment of the adoption of
double-entry method in the Gov-
ernmental Accounting was ter-

minated.

. Has a virtual image or superstition of
double-entry bookkeeping been wiped
out?

The author of this paper must apolo-
gize for his frivolous surmise, but it is just
imagined that Braga was compelled to
exhibit
double-entry method because he

application of
had
earned extrvagantly large amount of salary.

an example for

The story is foolish enough to be imagined
(there might be no need to imagine) by
those people who have some knowledge
about bookkeeping today.

It cannot but be said that everything
was done by virtual image or superstition.
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Such logic as “Double-entry bookkeepi-
ng exceeds everything” or “Adoption of
double-entry method leads to the moderni-
zation, whereas the modernization leads to
the rationalization. Thus the adoption of
the said method means the rationalization”,
should be discarded in any way. W. Som-
bart’s viewpoint on social science including
double-entry method is not worthwhile to
The

well-known pedantic scholar of economics

be discussed in a serious manner.

has none of ability for comprehension for
bookkeeping.

Exemplification in relatively recent year
is hereunder given.

In 1962-1963, The 1st Exclusive Sec-
tion of The 1lst Adhoc Administration
Policy Conference submitted an intermedi-
ate report for the budgetary and accounting
system by which application of double-
entry method is made to the general ac-
counts of the central governmental offices.
On the other hand in the Local Financial
Accounting System Surveying Committee
established in the Ministry of Home Affairs
has released in a summarized style a report
of the revision of the local financial ac-
counting system. The committee has
likewise taken the stand of approving the
The
author of this paper has by chance been
In behalf of
the former, the author has expressed his

application of double-entry method.

related with this committee.

opinion for a public hearing.

Common viewpoint is found in the
reports in these surveying committee.
Every opinion is in the favor of the adop-
tion of double-entry bookkeeping, but no
proposition for booking system in concrete

manner is made. Proposition of the adop-
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tion of double-entry method for public
accounting is as old as the history of
double-entry bookkeeping. However most
of the proposition is defective in the propo-
sition of the booking system in concrete
manner. [t is necessary to think over

deliberately what the fact means.

V. Double-Entry : What it was.

Double-entry bookkeeping is in any
way a method to make entry twice (dou-
bly).

made twice?

Then, onto which should the entry be

(1) twice in the Journal.

(2) twice in the Journal and twice in
the Ledger.

(3) twice in the Ledger.

Needless to say, the method means to
entry twice an equal amount of money to
the different accounts established on the
Ledger. The author of this paper is sorry
to tell the readers of a self-evident matter,
but the matter is not necessarily compreh-

ended by every one.

For example, James Bennett states in
his “The American System of Practical
Book-Keeping, etc. 12th. ed., 1829.” (p.10):

“Each Day-Book entry can never
admit of less than one Dr. and one
Cr. to be transferred to the Journal ;
and this is reason why the Italian
mode is denominated Book-keeping
by double entry, it being a universal
maxim, that the Dr. or Drs. must be
equal in amount to the Cr. or Crs. in
every Journal entry.”
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Exemplification in a recent year is
given. M. Chatfield states in his “A History
of Accounting Thought, 1974.” (Chapter
4: Pacioli and the “Method of Venice”)
(pp. 46—47):

“The amount of each transaction is
recorded once on the right hand side
of the page. Thus Pacioli’s journal
had only one column, which was not
totalled.

entries.”

There were no compound

Even the expert historian of accounting
science (presumably so) makes such an
The

money column is of the one-column type is

absurd description. journal whose
not exclusively owned by Pacioli as if it
were possessed as patents rights by any
means. This type has traditionally contin-
ued for long time until the beginning of
this century. The function of the journal
resides on the decomposition of the ac-
counts, and is preparatory procedure of the
classified records of the accounts in the
ledger. In the Italian mode, 3-dimensional
structure where classification is made after
decomposition is founded. For decomposi-
tion of the account, it is sufficient to show
the account title and transaction value of
Dr. and Cr.

inevitability for

There is neither necessity nor
the
transaction value (equal amount) itself to be

“double entry” of

made onto “the 2 money columns” of the
journal.

According to John Fulton’s “British-
Indian Book-Keeping, 1899-1900”, disting-
uishing of the money column of the journal
and Cr.
started with “Jones’s English System of
Book-keeping, etc. 1796” by Edward T.

into the 2 columns of Dr. was
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Jones. The style of Day-Book of the Italian
form shown by him was later called “the
Ledger form of the Journal.” In this con-
nection, journal published for the first time
“NIKKI”  of
Section of the Osaka Mint Bureau and
“NIKKIBO” of the Governmental Account-
ing, were in accordance with this style

in our country, the Ingot

(“the Ledger form of the Journal”).

V. Balance Account: What it is.

Both balance account and profit and

loss account are called “summary-and-

calculating” account in consideration of

their functions. The account as a tech-
nical term in bookkeeping is a calculation
unit and concurrently means a place where
incremental and decremental variation is
recorded.

For profit and loss account, revenue
and expense in the fiscal term concerned
are displaced in the end of term, and net
profit as the difference of the both factors
is calculated. The constitution or principle
of the said calculation is truly “summary-
and-calculating” account as is indicated by
its literal sense.

For this
account, assets and liabilities in the end of

What about balance account?

the term and capital in the beginning of
the Furthermore,
capital in the end of the term as the
difference between assets and liabilities and

term are displaced.

net profit as the differnce from the capital
in the beginning of the term is calculated.
The constitution or principle of the said
calculation is called an inventory method
(basis).

do not go this way. For balance account,

To tell the truth however, things
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assets and liabilities in the end of the term
and capital in the end of the term are
displaced. Thus accuracy of the arithmeti-
cal calculation of booking system is to be
ensured by means of the equilibrium of the
debit and credit.  This
balancing of the Ledger”.

is called “self-
In balance
account, none of calculation is made. In
balance account, no balance to be calcu-
lated is found. There exists no inventory
method in the booking system of double-
entry bookkeeping.

A legend has it that there existed
balance to be calculated (could be calcu-
lated) in the 15th century, but the matter
is not discussed in this occasion.

Balance account is, strictly speaking,
not “an account”, but “a sheet” (a balance
proof sheet).

V1. Inventory Valuation

Even if “inventorization” is allowed to

be incorporated in a booking system,
nothing serious will be caused with com-
prehension of the amounts of the stock
because the amounts are as a principle a
countable one. However when a problem
of measurement of the value, i.e. valuation
is to be referred to, the matter is certain to
be not an easy one for either of business-
men or authors of bookkeeping textbooks.

In the textbooks and reference books
that are currently used, it is customary to
make comparison and explanation by
classifying and adducing “indentified cost
method” (actual cost, Fifo, Lifo) and “aver-
age cost method” (simple-average, weigh-
ted-average, and moving-average) together

with “first-in on-hand”, “the latest purch-
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ase cost method”, “selling price method”,
“base-stock method”, etc.

The authors in the last century and
before, adopted actual cost method, Fifo,
selling price method, etc. but they gave
none of special nomenclature. Neither they
gave several of any different methods. On
the other hand, they just adopted a method
they believed to be good without adducing
several different methods.

Some of the authors at that time are
impudent enough to intentionally avoid a
difficult problem of inventory valuation. S.
Stevin who have been enjoying great fame
as an authority of bookkeeping science
since Pacioli is a typical example for the
said case. Their customary measures are
to build up transaction problems for exer-
cises which is quite convenient for them-
selves e.g. the goods are out of stock and
the batch (or part of the batch) supplied
immediately after that is in stock in the
end of the term.

As a conspicuous method in addition to
the above, the one which should be titled
“the first purchase cost method”
designated formerly. This “the first pur-
chase cost” is easy and convenient to be

was

understood as “the latest purchase cost”
is.

Two examples to which attention is
especially paid are hereby given as shows

below.

1773 . ]J. Mair, Book-keeping Modern-
iz'd

Mair shows a transaction example in

which a simple-average unit price of the

purchasing unit price and selling unit price

is multiplied with the amount of the end-
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term stock.

1839 : I. P. Cory, A Practical Treatise

on Accounts, etc.

Cory shows a transaction example in
which the carried-over unit price from the
previous term is multiplied with the a-
mount of the end-term stock. By proceed-
ing one more step and by considering a
basic standard cost and basic standard
will  be

volume, “base-stock method”

obtained.
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