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Introduction
Defined simply, accounting is the action or process of keeping financial accounts for 
the purpose of arriving at judgments, creating projections, and determining reasonable 
conclusions. 

Every business, large or small, relies on accounting to keep things running smoothly. A 
company needs to document its financial information for many reasons, as it’s used to: build 
budgets and file tax returns; advise investors regarding investment decisions; and to help 
secure business loans or financial backing. 

WHERE DID IT COME FROM?

As it turns out, accounting has a delightfully storied past that dates back thousands of years 
to the Paleolithic Period. That’s right — even prehistoric man knew the importance of keeping 
diligent financial records! From Mesopotamian artifacts and records of trade to accounting 
documents found in the ancient ruins of Babylon, accounting history is full of unlikely 
surprises. 

Intrigued? Learn how accounting’s fascinating “good ol’ days” made the discipline what it is 
today, and how new developments in technology will continue to drive the field forward for 
many years to come. 



In today’s tech-driven world, few professions can be traced back hundreds — let alone thousands — 
of years. One exception? The field of accounting.

Accounting isn’t just old — it’s ancient. Accounting artifacts from Mesopotamia, including lists of 
expenditures and records of trade, date back over 7,000 years, while even older records allude 
to origins in the Paleolithic Period. Prehistoric caves in Czechoslovakia and in some parts of  
Africa produced evidence that even cavemen had their own record-keeping system for 
 economic transactions. 

Other early accounting records were also found in the ruins of ancient Babylon, Assyria, and 
Sumeria. Around 2500 B.C., rulers of the Egyptian, Roman, and Greek Empires relied on accounting 
methods for auditing, taxation, and to monitor spending on public works. During the second 
millennium B.C., the Phoenicians invented a phonetic alphabet for the purpose of bookkeeping — 
mostly so they wouldn’t get cheated during trade transactions with the Egyptians. 

ANCIENT ACCOUNTING

Accounting’s Ancient Origins
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BOOKKEEPING DURING MEDIEVAL TIMES

In the 13th century, medieval Europe moved towards a monetary economy that made 
merchants dependent on bookkeeping. During this time, the concept of double-entry 
bookkeeping was introduced. Double-entry bookkeeping is an accounting system that 
requires corresponding and opposite entries for every transaction known as debits and 
credits. These entries may occur in asset, liability, equity, expense, or revenue accounts.

The oldest record of a complete double-entry system can be traced back to 1340 in 
Genoa, Italy. Known as the Messari accounts, the ledger lists debits and credits outlined 
in a bilateral form and also depicts balances from the preceding year.

THE FATHER OF ACCOUNTING

In 1494, Italian mathematician Luca Pacioli wrote a paper that ultimately solidified 
his status as the Father of Accounting. His paper, Summa de Arithmetica, Geometria, 
Proportioni et Proportionalita (Review of Arithmetic, Geometry, Proportions and 
Proportionality), was originally published in Venice and included 27 pages on 
bookkeeping in a section called Particularis de Computis et Scripturis which translates 
to “Details of Calculation and Recording.” While Pacioli did not invent double-entry 
bookkeeping, his widely-circulated paper is generally considered an important work that 
laid the foundation for modern-day accounting.

Accounting Fact #1

Debit in Latin means “he owes” and credit in Latin means “he trusts.”

Accounting Fact #2

Accounting during the Renaissance had moral and religious 
connotations, such as the judgment of souls and the audit of sin.



1The Development of
Modern-Day Accounting

CHAPTER 1

The Industrial Revolution sparked a greater need for accounting as 
industrial companies expanded and business became more important 
than ever. During this time, different accounting methods were 
developed and refined, and in 1887, the first accounting organization 
was born. Shortly after that, the title and professional license the 
Certified Public Accountant followed. 

Accounting has a cool nick-
name — it’s often referred to 
as “the language of business.”

Accounting 
Fact #3



QWEST
The telecommunications carrier was involved in a series of accounting scandals and 
was ultimately fined $250 million by the SEC.

SUNBEAM
An internal investigation of the electric home appliances brand revealed that the CEO 
at the time, Albert J. Dunlap, had encouraged violations of accepted accounting rules. 
The company filed for Chapter 11 bankruptcy protection in 2001.

TECHNOLOGY’S ROLE IN MODERN ACCOUNTING

Accounting has been a manual process for the majority of its history, but that began 
to change with the advent of computer systems starting in the early 1950s. The first 
computerized accounting system was created in 1953 by Arthur Anderson Consultancy 
(now Accenture) with the goal of creating an automated payroll processing system for 
General Electric. The extensive system consisted of a UNIVAC-1 computer and a printer. 

In the 1970s, computers were becoming smaller, more affordable, and more accessible. 
Visicalc, the first spreadsheet software, was introduced in 1978, along with Peachtree’s 
accounting software package that was designed for the early personal computer. A few 
years later in 1983, Intuit launched Quicken, an innovative line of software designed not 
for accounting professionals, but for individual and family use. 

The internet era also sparked new changes in the accounting world. By going online, 
anyone could manage and audit accounts from any location. The introduction of cloud 
computing also made it even easier to access data from any computer.

ENRON AND ARTHUR ANDERSEN
The energy company and its auditing firm used a variety of deceptive and fraudulent 
accounting practices to cover up fraud in their financial reporting.

WORLDCOM
The telecommunication corporation used fraudulent accounting methods to disguise 
its decreasing earnings and maintain the price of the company’s stock.

The Scandalous Side of Accounting

The accounting industry has seen its fair share of scandals sure to 
rival the plot of any reality TV show. The early 2000s were fraught 
with a whole series of financial information frauds including:



Modern-day accounting wouldn’t be what it is today without the creation of these key 
organizations that are responsible for setting accounting standards and reinforcing the field’s  
rules and regulations. 

Important Accounting Organizations

THE BIRTH OF THE AMERICAN INSTITUTE OF CERTIFIED
PUBLIC ACCOUNTANTS

American Institute of Certified Public Accountants (AICPA) went through several iterations 
before it became the organization that it is today. Originally founded in 1887 as the American 
Association of Public Accountants (AAPA), the AICPA is now the national professional 
organization of Certified Public Accountants in the United States. The AICPA is charged with 
upholding ethical standards and U.S. auditing standards for audits of private companies, non-
profit organizations, federal, state, and local governments.

ABOUT THE FINANCIAL ACCOUNTING STANDARDS BOARD

The Financial Accounting Standards Board (FASB) is responsible for both establishing and 
interpreting the standards of financial accounting and reporting practices in the U.S. Their 
mission is to “establish and improve financial accounting and reporting standards to provide 
useful information to investors and other users of financial reports and educate stakeholders on 
how to most effectively understand and implement those standards.” The FASB replaced the 
AICPA’s Accounting Principles Board (APB) on July 1, 1973.

GENERALLY ACCEPTED ACCOUNTING PRINCIPLES

The development of the Generally Accepted Accounting Principles (GAAP) was influenced by 
several organizations including the AICPA, the U.S. Securities and Exchange Commission (SEC), 
and the FASB. These rules were established to provide consistency in financial reporting and 
accounting practices. The GAAP is also the accounting standard adopted by the SEC, with the 
primary objectives being: to provide useful information for those making investment, credit, and 
other financial decisions; to help make financial and long-term decisions and to help improve 
the performance of the business. 

Accounting Fact #4

The AICPA has over 400,000 members in 143 countries and 
provides those members with training, professional skills, programs, 
services, and information for professional development.



10 ACCOUNTING TERMS TO KNOW

1. ASSET | Anything the company owns that has monetary value. These are listed in order of 
liquidity, from cash (the most liquid) to land (least liquid).

2. BALANCE SHEET | A financial statement that reports on all of a company’s assets, liabilities,  
and equity.

3. CASH FLOW | The inflow and outflow of cash in a business.

4. CREDIT | An increase in a liability or equity account, or a decrease in an asset or expense account.

5. DEBIT | An increase in an asset or expense account, or a decrease in a liability or equity account.

6. DEPRECIATION | The loss of value in an asset over time.

7. EQUITY | The loss of value in an asset over time.

FINANCIAL ACCOUNTING

Financial accounting focuses on converting financial information into external reports for 
investors and creditors. This type of accounting requires that the business transactions and 
financial statements are recorded in accordance with GAAP.

MANAGEMENT ACCOUNTING 

Management accounting focuses on collecting financial information to create internal 
reports. The goal is to help managers make the right decisions to meet the 
organization’s goals.

TAX ACCOUNTING

Tax accounting involves the preparation, analysis, and presentation of tax payments and tax 
returns. It focuses on complying with tax regulations, tax filings, and tax
planning. Additional types include public accounting, government accounting, and 
forensic accounting. The subfields can also include auditing, internal auditing, and 
accounting information systems.

Types of Accounting 
There are many different types of accounting that businesses may choose to employ and that 
accountants can choose to specialize in. Here are a few of the subfields:
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There’s no question that accounting methods have evolved throughout the years. 
As new developments in technology are made, the field will continue to advance in 
new and innovative ways.

ACCOUNTING STATS

There are over 1.5 million bookkeeping, 
auditing, and accounting clerks in the U.S. 

The estimated job growth for the accounting 
industry is 10% over the next 10 years.

Over the past five years, the accounting 
services industry has grown by 4.8%.

Accountants with a CPA license can expect to 
earn 10-15% more than their counterparts.



ARTIFICIAL INTELLIGENCE AND MACHINE LEARNING

Like many industries, accounting’s future will be highly influenced by advances in 
technology, specifically in the artificial intelligence and machine learning areas. 

A.I. technologies will be a disruptive force in many data-driven industries like tech, 
communications, energy, healthcare, and of course, accounting. In fact, it’s already 
being utilized in applications for smart home devices, car systems, movie, and television 
streaming services, e-commerce websites, and more. 

Forbes expects that by 2020, accounting tasks — in addition to tax, payroll, audits, and 
banking — will be fully automated using A.I.-based technologies. They predict that these 
technologies will be the most significant disruption in the accounting industry in 500 
years, bringing both huge opportunities and serious challenges.



FULL-SERVICE ACCOUNTING FIRMS

While accounting’s future appears to be dominated by technology, the truth is that these 
automated services will need to be managed by industry experts. Automation can only go so far, 
which is why full-service firms, like Acuity, are valuable assets both now and in the future. 

As the field of accounting continues to evolve, you’ll want to work with a partner that’s always at 
the forefront of innovation. With Acuity, you can take your books to the next level and bridge the 
gap between reporting and vital insight. You’ll work with a dedicated controller that will make sure 
you’re ready for investors, scaling up, and everything in between. 

 WHAT DO CONTROLLERS DO?

ACCRUAL ACCOUNTING

BUDGETING AND AUDIT SUPPORT

COMPLEX FINANCIAL REPORTING

ACCOUNTING SYSTEM MIGRATIONS

IMPLEMENTATION OF FINANCIAL PROCESSES

GAAP-BASED ACCOUNTING

OVERSIGHT OF STAFF ACCOUNTANTS

INTERFACE WITH YOUR TAX ADVISOR

You’ve learned about the rich history of accounting — are you ready to 
experience its future? Take your business to the next level with Acuity.

Contact us today to get started.

CONTACT US
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