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Accounting in China at the time of Luca Pacioli

At the time of Luca Pacioli, in Ming Dynasty (1368-1644), China remained still the most
prosperous, powerful nation on Earth, but the age also was the significant transforming period from
flourish to decline. In this age of “sprouts of capitalism”, accounting-keeping became ubiquitous in
the Chinese countryside, cities and market towns, and sanjiaozhang (Tripod bookkeeping) came
into use as one type transitional, halfway, non-standardized and indigenous Chinese double entry
bookkeeping. Indigenous Chinese double entry bookkeeping originated in Saznjiaozhang, improved
in Longmenzhang (Dragon gate bookkeeping), and matured in Sz'jiaozb/mg(Four—leg bookkeeping),
terminated in the introduction and domination of Western bookkeeping. The article reviews the
evolution of Chinese bookkeeping, and analyses the ‘substantive rationality’ of this evolution on
the basis of contemporaneous economic and cultural characteristics. Through the comparative
study between Chinese traditional double entry bookkeeping and the Luca Pacioli’s Partita doppia,
the article tries to explain the reasons of Chinese bookkeeping falling behind Italian-style

bookkeeping.

Introduction

As the last one of china’s three ‘golden ages’ (the other two being the Han and
Tang, Song Dynasty periods), the Ming Dynasty (1368-1644) of china was the
largest economic entity in the world. During Emperor Chengzu’s years (r. 1403-
24), the Ming state built a magnificent new capital at Beijing and launched
massive military campaigns deep into Mongol territory’, reestablished
diplomatic and commercial ties with many parts of Asia, and commissioned the
“eunuch admiral” Zheng He (1371-1433) to lead seven spectacular maritime
expeditions that carried the Ming flag to Southeast Asia and as far as the Red Sea
and the east coast of Africa. The cost of these activities clearly exceeded the

"The Yuan Dynasty (1271-1368), or Great Yuan Empire was a Mongol dynasty founded by the Mongol
leader Kublai Khan, who ruled most of present-day China, all of modern Mongolia and its surrounding
areas, lasting officially from 1271 to 1368. It is considered both as a division of the Mongol Empire and
as an imperial dynasty of China. In Chinese history, the Yuan Dynasty followed the Song Dynasty and
preceded the Ming Dynasty.

*Accounting School, Zhongnan University of Economics and Law. Dipartimento di
Discipline Giuridiche ed Aziendali, Facoltd di Economia, Universitd degli Studi di Perugia
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financial capacity of any other government in the world during the early fifteenth
century.

For the first time, China’s foreign trade was expanding vigorously, and
diplomatic and trade missions from all parts of Asia were traveling regularly to
the Ming court. Meanwhile, richly laden Chinese “treasure ships” (baochuan)*
were calling at Indian and Middle Eastern ports. The ships of Zheng He were
carrying large quantities of silks, porcelains, and other goods to Asian, African,
and Middle Eastern markets (Guy, 1986). According to the records of the
Biography of Zheng He in Ming Shi (history of Ming Dynasty), the motivation
of Zheng He's expeditions was ‘to seek the missing emperor Hui, to show off the
military in foreign countries and to reveal China’s prosperity”, but as Haraprasad
Ray has pointed out, the longer the Ming maritime expeditions continued, the
more the Chinese appear to have learned about commercial opportunities in the
Indian Ocean and the Middle East(Ray, 1987). By 1415 they were supplying
“South-east Asian and Indian pepper to Aden and Dhofar, Indian putchuk and
pepper to Hormuz, sandalwood and rice to Moga- dishu (Ethiopia) and iron
cauldrons and pans to Mecca”, and “the profit motive is clear, and the
overwhelmingly commercial character (of the expeditions) is too conspicuous
to be overlooked” (Ray, 1987). To pay for a wide variety of “Oriental luxuries”
including silks, porcelains, and other goods from China, governments from
London to Cairo were complaining bitterly about “a flight of bullion to the
East” (Lopez, Miskimin, and Udovitch, 1970). The once-prosperous Byzantine
Empire was on the verge of economic and political collapse (Norwich, 1995),
and gold and silver coins were becoming increasingly difficult to find in parts of
northern India and Java (Digby, 1982). Yet silver appears to have been readily
available along the major overland and maritime trade routes to China (Ma,
1970).

The accounting processes are reactive, that they develop mainly in response
to business needs at any given time, and that their growth is relative to economics
progress generally. In general, the higher the level of civilization, the more
elaborate the bookkeeping methods (Chatfield, 1977). But flourishing foreign
trade, developed manufacturing industry and rapid and dramatic population
growth of Ming Dynasty didn’t result in the qualitative leap of Chinese

?As Wang Gungwu has noted, the term ‘baochuan’ indicates a ‘search for treasure’ on the part of the Chinese,
an interesting point considering that the expeditions led by Zheng He generally have been regarded as
diplomatic missions rather than commercial operations (Wang,1992).
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bookkeeping system. The government accounting adopted the ‘Four-pillar
balancing’ that originally came from the Tangand Song Dynasty, and the same
as before, the non-government accounting mainly followed it and applied the
simpler and practical single entry bookkeeping. In the Ming era, forms of private
bookkeeping as well as the basic numeracy to sustain them were commonplace
(Guo, 1988), nevertheless, budding capitalism and prosperous trade resulted in
the significant progress of Chinese bookkeeping. Although it had not been
widely used in practice, sanjiaozhang (Tripod bookkeeping), also known as
boxingzhang(limping bookkeeping), the quasi double entry bookkeeping
method also first emerged in China, which was one type transitional, halfway,
non-standardized and indigenous Chinese double entry bookkeeping and was
the base of the subsequent Longmenzhang (Dragon gate bookkeeping) and the
Sijiaozhang(Four-leg bookkeeping). The economy of Chinese important
commercial cities in Ming Dynasty such as Beijing, Nanjing, Suzhou and
Guangzhou looked as prosperous as contemporaneous Italian important city
republics like Venezia, Genova and Firenze, nevertheless, Chinese bookkeeping
already lags far behind the contemporaneous Italian bookkeeping. Since at least
the fourteenth century, numerous Italian commercial documents attest to a
process of transition from relatively crude single-entry accounts to various non-
standardized forms of double-entry bookkeeping (Origo, 1957; Littleton and
Yamey 1956). Credit for standardizing the ‘partita doppia’in essentially the
form in which it came down to the nineteenth century goes to the mathematician
Luca Pacioli (his treatise on double-entry forms one chapter of his pathbreaking
1494 text on algebra). Facilitated by the printing press, texts detailing the “Italian
method of bookkeeping” spread this mercantile gospel widely about the West
in the sixteenth and seventeenth centuries (Littleton and Yamey, 1956).

The government accounting from Western Zhou Dynasty to Ming Dynasty

As one of the carliest human civilizations, China has a long history of
accounting and bookkeeping. Historical records indicate that approximately six
thousand years ago the people of China were numerically literate. Calculations,
memoranda and records (notched on wood) have shown aspects of the embryonic
stage of Chinese accounting. The earliest reference to accountingin Chinaisto Yu
of the Xia Dynasty (2206 B.C.-1766 B.C.) who coined the Chinese term for
accounting which is in use even today. He also introduced concepts of accounting
and auditing which incorporate accountability. According to historical data,
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accounting activities, the governmental accounting in particular, were fairly
sophisticated in the Western Zhou Dynasty of more than three thousand years
ago (Chatfield, 1977). At that time it became more advanced than accounting
systems elsewhere in the world (Wei Lu and Max Aiken, 2003).

Before the Western Zhou Dynasty the account book took the Cao Liu
(memorandum book), a type of day book. In the Western Zhou Dynasty the
account books had two forms, Cao Lin and Zong Qing (Guo,1986). Cao Lin was
used to record transactions very roughly as they occurred, and subsequently they
recorded in Zong Qing (ledger) according to transaction categories based on account
titles. This bookkeeping method, three-pillar bookkeeping (three column
bookkeeping), with ‘Rz’ (inflow) and ‘Ch#’ (outflow) as recording labels, was
used in governmental accounts to keep track of the flows of crops, properties and
other wealth to the Treasury of each Dynasty. Thus the basic account equation of
Ru (inflow) - Chu (outflow) = Yu (stocks) was created for recording and reporting
the state revenues, expenditures and net worth. As these three categories represent
the three main aspects (or three pillars) of the economic activities of each Dynasty,
the recording system is thus called ‘Three-pillar bookkeeping’ or ‘Ru-Chu
bookkeeping’ in the Chinese accounting literature (Zhao, 1987). This is a single-
entry method and empbhasis is placed upon sequential recording of state revenues,
expenditures and worth. The three-pillar bookkeeping system played an important
role in governmental accounting for about two thousand years from the Western
Zhou Dynasty to the mid-Song Dynasty (around AD 1100).

After the Western Zhou Dynasty and during the many centuries of feudal society,
accounting in China experienced slow development. However, there were some
advances. For example, there was use of the Bi-Bu system - an auditing system
developed in the Zang Dynasty (AD 618-907) - and also the invention of an
claborate government accounting system in the Sozzg Dynasty (AD 960-1279).
‘Four-pillar balancing’ appeared initially during the 7azg Dynasty. The feudal
economy grew rapidly with the social productivity level rising substantially. As a
result, bookkeeping or accounting activities progressed with a new momentum,
which led to the invention of the ‘Four-pillar balancing’ This method describes
economic activities with four bookkeeping elements, i.e. Jiuguang (old trust - the
stocks brought forward from a prior period), Xingshou (new receipts -the receipts
or inflows during the current period), Kaicx (disbursement - the outflows during
the current period), and Shizai (real existence - the ending balance). Chinese
accounting scholars generally agree that the ‘Four-pillar balancing’ is the basic
accounting equation in Chinese-style bookkeeping (Guo, 1982), that is:

1) Jinguang (old trust) + Xingshou (new receipts) = Kaicu (disbursement) +
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Shizai (real existence or ending balance) or, this equation can be rearranged for
trial balancing of account books:

2) Xingshou (new receipts) - Kaicu (disbursement) = Jiuguang (old trust) -
Shizai (real existence or ending balance)

Obviously each category (or ‘pillar’) of this method represents one particular
dimension of business transactions and internal articulation exists among them to
form an interlocked framework for bookkeeping purpose. In fact, the principles
of this method have been embodied in all subsequent Chinese-style bookkeeping
systems.

In Ming Dynasty, Chinese single-entry bookkeeping became ubiquitous for
society. The government inherited the four-pillar bookkeeping from Song
Dynasty®, but compared with its primitive period, the application of tour-pillar
balancing in Ming Dynasty was more comprehensive, systematic and normative.

1) In Hongwn 14 years (1381), the emperor ordered that began to compile the
Fu Yi Huang Ce (Yellow Volume of Taxes and Corvee) on the basis of houschold,
which should be prepare by the ‘four pillars’ i.e. Jiuguang (old trust), Xingshou
(new receipts) , Kaicu (disbursement) and Shizai (real existence or ending balance).
The population mainly was divided to civilian, military and craftsmen, and
according to the classification, recorded the population, farmland, grain tax,
livestock, vehicle and vessel, etc in uniform formation by the four pillaring
bookkeeping. As the foundation of other accounting books, the ‘Fu Yi Huang
C¢’ was the most important accounting book of the government.

2) The tax department was obliged to adopt the four pillar bookkeeping to
record the taxation in the ‘Qian Liang Wen Ce (land tax register), and also should
bring it into correspondence with the foregoing ‘Fu Yi Huang Ce’ in order to be
convenient for the tax levy and auditing,

3) As the follow-up sector, the Storage department’s bookkeeping had to be
consistent with the tax department in respect of the bookkeeping method and the
category.

4) The other departments must record the ‘four pillars’ when they drew and
consumed the taxation (money or material patterns), then at the end of each year?,
every local department must submit the annual accounting reports to its superior

3Although the Yuan Dynasty (1271-1368) followed the Song Dynasty and preceded the Ming Dynasty,
but it was a Mongol dynasty that dominated China, so the government system of Ming Dynasty was from
Song Dynasty rather than Yuan Dynasty.

*According to the Chinese lunar calendar.
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department. The Hu Bu (the Ministry of Revenue in feudal China) Verify and
write off the annual accounting reports of every department, and if find prepare
error, return to restate, and if find corrupt transaction, transfer to the Du Ca Yuan
(Censorate).

5) Every department must regularly present the regular statistical reports to
the Hu Bu (the Ministry of Revenue in feudal China):

Tri-annual report Annual report Semi-annual report and Two-monthly report and
quarterly report Monthly report
Content Jiuguang (old crust), Jiuguang (old trust), Jiuguang (old trust), Kaicu (disbursement)
Xingshou (new receipts), Xingshou (new receipts), Xingshou (new receipts),
Kaicu (disbursement) and Kaicu (disbursement) Kaicu and(disbursement)and
Shizai (real existence or Shizai (real existence or  or ending balance)
ending balance) ending balance)
Demand Fu Yi Huang Ce (Yellow Trial Balance Record the real value Record the real value

Volume of Taxes and
Corvee)

Figure 1 The regular statistical reporT
The non-government accounting in the Ming Dynasty

In china, government initiatives in accounting have usually occurred earlier
than for non-government accounting and the latter always followed and imitated
the former, but in Ming dynasty, the status began to change quietly. The Chinese
single entry bookkeeping, ‘four pillars bookkeeping’ dominated the non-
government accounting of Ming Dynasty, but in this period, the ‘sprout of double
entry bookkeeping), i.e. sanjiaozhang (Tripod bookkeeping), also known as
boxingzhang (limping bookkeeping), first emerged in China, and based on the
sanjiaozhang, Longmen Zhang (Dragon gate bookkeeping)’, the Chinese-style
double-entry bookkeeping was applied at private banking and trading enterprises
in the late Ming Dynasty.

Primitive elements of a capitalist economy emerged in China beginning with
the late Ming Dynasty of the fifteenth century. As a consequence of the economic
growth, merchandising and commercial activities such as family workshop or
factories, banking, pawn-broking trades, and private loan financing, emerged and

’According to Chinese accounting historians, the so-called Longmen Zhang is a bookkeeping system
invented by a merchant, named Fi Shang, in Northern China and was originally applied at private banking
and trading enterprises (Guo, 1988; Lin, 1992).
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expanded. In particular, banking activities through Piaohao or Qiangzhuang
(money houses) and Danpu (pawnshops) became popular to provide credits and
loans for merchants and bankers. The traditional government-oriented single entry
bookkeeping became inadequate to keep track of more complicated and increased-
volume transactions among merchants and bankers and was gradually replaced by
double-entry bookkeeping with the invention of Longmen Zhang in the late
fifteenth century. Transformation of long established single-entry to double-entry
bookkeeping was a slow process and Longmen Zhang went through two progressive
stages of Sanjiao Zhangand Shijiao Zhang respectively. The Sanjiao Zhang (Tripot
bookkeeping) required different treatments in recording transactions based on
whether cash receipts or payments were involved. All noncash transactions (claims
or transfers) involved the maintenance of dual records with an entry of Lai Zhang
(from) and another of Qu Zhang (to) being made simultancously. However, cash
transactions would only be recorded with one entry (e.g. the cash dimension is
omitted), or a single entry recording is made.

Sanjiao Zhang, also called * Tripod (Three legs) bookkeeping’ or ‘Limping
bookkeeping’ in Chinese accounting literature, has demonstrated a significant
progress in contrast to single-entry bookkeeping through a separation of cash and
noncash transactions and recording noncash transactions in dual dimensions (Guo,
1982).Involving hybrid procedures, Sanjiao Zhang may be seen as a necessary step
in the transformation of single entry to double-entry bookkeeping in China (Guo,
1988).

Longmen Zhang, and particularly the later refined version of Shijiao Zhang or
TianDi He Zhanyg, is fairly similar to the Italian-style double entry bookkeeping
system, although there are some substantial differences between the two. It is widely
recognized in Chinese accountingliterature that Longmen Zhangis an early form
of Chinese-style double-entry bookkeeping and can thus be regarded as the
important milestone in the evolution of Chinese accounting (Guo, 1988).

Comparison of Chinese-style bookkeeping with Italian-style bookkeeping
1. The account book system and the accounting cycle.
From Western Zhou Dynasty, the account book of Chinese bookkeeping and

the accounting cycle slowly had developed for almost three thousand years and in
Ming Dynasty gradually moved towards maturity and normalization.
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1) Cao Liu (memorandum), also called Ben Zhang, Cao Pi, Di Bu, Di Zhanyg,
was used to keep records when a transaction occurred. It plays the role of source
document.

2) Xi Liu (diary), also called Ri Liu, Qing Lin, Er Liu, Zong chen, was usually
updated from Cao Liu, item by item, at the end of each day with a total required at
the end of every ten days, every month and every year.

3) Zong Qing (ledger), also known as Teng Qing Zhang, Zong Bu, Zong Zhang,
was used to classify and summarize business activities and transactions for a specific
period. It was posted form X7 Liu and was used to keep the records of economic
activities. This provided the evidence for any financial statements (Hong Zhang)
and was the basis for the calculation of cost, profit and loss.

The accounting cycle from Cao Liu to Hong Zhang, a form of Chinese financial
statement, is as shown in Figure 2. Compared with figure 3 the Italian-style
bookkeeping, the similarities and differences could be found. Ciao Lix in Chinese
bookkeeping is the same as memorandum in Italian-style bookkeeping, in that
both can perform the role of source document. Xi Lix in Chinese accounting has
long been different from the journal in Italian-style bookkeeping. It comprise
only the rewriting of Cao Liu while Italian-style bookkeeping has the required
journal entries using debit and credit as double-entry system. Zong Qingin Chinese
accounting has been the same as transactions on each individual account.
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Figure 2 the accounting cycle from Cao Liu to Hong Zhang
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Sales diary Sales ledmer
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Figure 3 the accounting cycle of Luca Pacioli
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principle and underlying theory

1) Shou(receipt) and F (disbursement) were used as recording symbols in
Chinese bookkeeping rather than Debit (Debito) and Credit (Credito) in Italian-
style bookkeeping.

2) In Chinese bookkeeping the account were classified into Jiz (Receipt), Jiao
(payment), Cun (keeping) and Gai (Owing) rather than Assets, Liability and
Owner’s Equity. This classification is based on the results of activities, not on the
transaction contents. Depending upon the circumstances, silver (cash) can be either
classified as an Cun (keeping) or Gai (Owing).

3) Under the Chinese double entry bookkeeping, the basic equation is:

Jin (receipt)- Jiao (payment) =Cun (keeping)- Gai (owing)

Cun (keeping)= Gai (owing)+Lishi (profit or loss)= Gai (owing)+ Jin (receipt)-
Jiao (payment)

The basic equation of Italian-style double entry bookkeeping is:

Assets=liabilities + Owner’s Equity

4) The recording principle of Chinese double entry bookkeeping was as follows:
Shou (receipt) and Fu (disbursement) must appear at the same time and the
respective amounts must be equal. Transactions recorded in the Jiz (receipt) and
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Gai (owing) accounts are always on the receipt side; on the other hand, transactions
recorded in Jizo (payment) and Cuz (keeping) accounts are always on the Payment
side. Only increases in Jiz (receipt), Jiao (payment), Cun (keeping) and Gai (owing)
are recorded. If there is a decrease in these accounts, for example, sales returns, then
this may be regarded as a decrease in Jizz (receipt), and the followingjournal entry
is prepared:

Shou (Receipt): silver (cash) from on hand (Owingaccount)

Fu (disbursement): silver (cash) on inventory (keeping account)

Therefore, a decrease in Jin (receipt) can be recorded as an increase in Cun
(keeping) account and a sales return is treated as a purchase.

5) The underlying theory of the originality of Italian-style bookkeeping is that
of personification. The personification of accounts lies at the very root of double-
entry. The first accounts were open to debtors and creditors. Their heading, ‘deve
dare’(shall give) and ‘deve avere’(shall have), were then transferred to accounts for
merchandise, for expenses, and finally to all accounts. However, the basic principle
of Chinese double-entry bookkeeping is that silver (cash) inflows should be equal
to silver (cash) outflows. Cash acted as a medium flowing from one account to
another. If cash flows out, the Chinese called it ‘F#’ (disbursement); simultaneously,
it should flow into an account which the Chinese called ‘shox (receipt) . Shou
(receipt) and Fu (disbursement) must appear at the same time and the respective
amounts must be equal. There is an exception to this principle for transactions
related to cash and bank deposits. When cash is received from sales, it is recorded
as ‘Fu (disbursement): cash on hand’ When the cash is spent on a purchase, it is
recorded as ‘Shou (receipt): cash on hand’.

Figure 4 Comparison of traditional Chinese-style bookkeeping with Italian-
style bookkeeping

Accounts classification Chinese double entry bookkccping Italian—style double entry bookkccping
Shou (receipt) Fu (disbursement) Debit Credit
Jin (receipt) Increase Decrease Increase
Jiao (payment) — Increase Increase Decrease
Cun (keeping) Increase Increase Decrease
Gai (owing) Increase Increase Increase
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Conclusion

China had numerous accounting innovations during its long history, including
the accounting system of the Westemn Zhou Dynasty and the Bi-Bu system in the
Tang Dynasty. These systems represent contributions of Chinese accounting to
world accounting. Chinese accounting also had a significant influence on
accounting development in other Eastern cultures (Jong, 1979), for example, in
Japan and Korea. But Chinese bookkeeping methods before the 20th century
were primarily the products of the small-scale, feudal economy. They were
developed in an environment that required record keeping for relatively simple
economic activities. The process of accounting change was extremely slow because
commercial activities were de-emphasized and the precondition for accounting
improvement simply did not exist. No matter how frequent the change of dynasty,
China remained a closed society to the outside world with the Emperor as the
paramount ruler. The primary purpose of accounting was to keep track of the
flows of the Emperor’s wealth and the state’s properties. Economic efficiency was
never a concern to the rulers of China in its thousands of years of history.

Eventually, changes in Chinese society brought about the need for accounting
transformation. Starting from the mid-Ming Dynasty (the time of Luca Pacioli),
private commercial activities gradually grew in China and led to the emergence of
privately owned, handicraft workshops, commercial centers and cities, and foreign
trade (Lin etal., 1983). A free employment relationship, different from the feudal
system, arose within these newly founded private businesses, which further spurred
the development of commercial activities. With the economy growingand business
transactions becoming more complicated, traditional Chinese bookkeeping
revealed some severe weaknesses, such as the lack of integrated account systems,
inconsistent account classifications, irregular account forms, different bookkeeping
labels, poor organization of books, ambiguous recording rules, and difficulties in
teachingand learning (Lin, 1992). By the middle of the 19th century, the need for
accounting reform arose, and people began to study Western accounting as an
alternative. It was in this environment that Italian-style bookkeeping was introduced
to China.

Accounting historians generally agree that bookkeeping is an important tool
of accounting and that the invention and adoption of particular bookkeeping
system is influenced by many factors, including technological development,
economic growth and cultural norms (Littleton and Yamey, 1956). The major
reasons that resulted in Chinese bookkeeping falling behind Italian-style
bookkeeping can be summarized as ‘ultrastable structure of Chinese society’ (Jin,
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1992), or ‘integration structure of Chinese patriarchal clan system), which essentially
differ from the European social structure. This ‘ultrastable structure’ was consist
of state structure and family structure, and bureaucratic system that principally
was composed of scholar-bureaucrats, culture structure featuring Confucianism
and dominant agriculture economic structure, these three interplayed and
maintained the social equilibrium so as to constitute a stable state structure in
China’s feudal society period. Based on the Confucianism, the powerful patriarchal
system closely integrated with the state structure to keep highly centralization and
attain the forceful control to Chinese society. As results of the ‘ultrastable structure;
China feudal society had lasted more than 2, 000 years and the nation and its
culture was uniform and successive for a long time, in which Chinese created the
magnificent Eastern culture, but sank into the circulation of development-
destruction® and chronically stagnated. This stagnant ‘ultrastable structure’ that
imposed restrictions on development of commerce and other social progress is the
substantive reason of Chinese bookkeeping falling behind Italian-style
bookkeeping at the time of Luca Pacioli.

Ancestral
ternple

Bureaucracy

Patriarchal idealogy

Confucianism [Genedogiessy Sem)

Land cwier
BCan oy

Clan fields

Figure 5 The isostructuralism of Chinese state structure and family structure
(the ultrastable structure of Chinese society)

For the sake of maintaining highly centralization, the emperor had to keep
equilibrium of the ‘ultrastable structure} and then merchants were deemed to one

“In general, every 200-300 years, the Chinese peasant uprising destroyed the old dynasty and established
anew dynasty. In the initial period of every dynasty, new emperors wanted to strengthen their powers and
so they started economic and social reforms based on the ‘ultrastable structure of Chinese society’. After
a period of time, things became fixed, and the economic and social conditions worsened, followed by the
peasant uprising that severely destroyed the development of economy, science and technology .
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of the ultimate threats to the authoritarianism because the prosperity of private
capital likely lead to form the new social strata that is going to destroy the old
social structure. Therefore, the Policy of ‘Emphasizing Agriculture while
Restraining Commerce’ almost is the fundamental national policy of all Chinese
dynasties. In the political systems, the government discriminate against merchants,
for example, in the early period of West Han Dynasty the law expressly provided
that the merchants and their descendants cannot become bureaucrat, ride and wear
silk clothes. In the meantime, because of the domination of Confucius Philosophy
in the Chinese feudal society, gentlemen were not allowed to speak about money;
otherwise they would be regarded as mean. Confucius believed business was
motivated by avarice. He preferred agriculture to business. Although he was an
accountant, he believed it was an unworthy occupation - especially for higher-ups
(Aiken and Lu, 1998). Indeed, Confucianism puts business on the lowest rung of
society. In some dynasties, merchants were even classified as criminals. They were
forced to serve in the army along the border areas. The most important control
means to the development of private commerce was official commerce and
handicraft system that was unique to China, which monopolized the primary
trading market and operation of salt, iron and other minerals, mintage and
important implements of production. For example, the flourishing foreign trade,
developed manufacturing industry of Ming Dynasty principally was operated by
the official commerce and handicraft system, although the system was economically
inefficient and corrupt. Even as it is, the private commerce and handicraft
tenaciously developed in Ming Dynasty, and generated some great merchants in
some special regions, but the feudal China never had a vigorous class of economic
entrepreneurs independent of the government, which was great different from
contemporanecous European society, for example: ‘T mercanti ... mantengano le
Repubbliche (the merchants are mainstay of the Republic)’(Luca Pacioli, 1494).
All of these conditions continued to obstruct the development of non-government
accountingin China, particularly in the later years of the Ming and Qing Dynasties
(1369-1911) (Meng, 1957; Xu, 1955).

331



Before and after Luca Pacioli

BIBLIOGRAPHY

Aiken, M. and Lu, W. 1998. Cultural and Administrative Antecedents of
Financial Disclosure in Modern China, Atlanta, GA: Academy of
Accounting Historians Meeting,

Chatfield, Michael. 1977. 4 History of Accounting Thought. Huntington,
New York: Robert E. Krieger Publishing Company.

David Jacoby. 2006. Marco Polo, His Close Relatives, and His Travel
Account: Some New Insights, Mediterranean Historical Review Vol.
21, No. 2, December 2006.

Digby, Simon. 1982. The Currency System. In The Cambridge Economic
History of Indlia, vol. 1, edited by Tapan Rayachaudhuri and Irfan Habib.
Cambridge: Cambridge University Press.

Geoff Wade. 2008. Engaging the South: Ming China and Southeast Asia
in the Fifteenth Century. Journal of the Economic and Social History
of the Orient 51, 2008.

Guo Daoyang. 1982. Chinese accounting history vol.1, (in Chinese), Bei-
jing: china finance and economics publishing house.

Guo Daoyang. 1988. Chinese accounting history vol.2, (in Chinese), Bei-
jing: china finance and economics publishing house.

Guo Daoyang. 2008. Accounting history Research vol.3, (in Chinese),
Beijing: china finance and economics publishing house.

Guy, John S. 1986. Oriental Trade Ceramics in South-East Asia, Ninth to
Sixteenth Centuries. Singapore: Oxford University Press.

Hamilton, Gary G. 1985. Why No Capitalism in China? Negative
Questions in Historical, Comparative Research. In Andreas E. Buss, ed.,
Max Weber in Asian Studies. Leiden: E. J. Brill.

Huang, Ray. 1974. Taxation and Governmental Finance in Sixteenth-
Century Ming China. Cambridge: Cambridge University Press.

Jing Guanto, Liu Qingfeng. 1992. The Cycle of Growth and Decline- On
the Ultrastable Structure of Chinese Society. Hong Kong: The Chinese
University Press.

Jong, Hyeonhuh. 1979. The Traditional Accounting System in the Oriental
Countries, The Academy of Accounting Historians Working Paper Se-
ries, Vol. 2, 1979.

332



LIMENG SONG - Accounting in China at the time of Luca Pacioli

Lin, Z. Jun. 1992. Chinese Double-entry Bookkeeping Before the Ninete-
enth Century, The Accounting Historians Journal. The Academy of
Accounting Historians, Vol. 19, No. 2, December, 1992.

Littleton, A. C.,and B. S. Yamey. 1956. Studies in the History of Accounting.
Homewood, 1lL.: Richard D. Irwin.

Littleton, Ananias Charles. 1966. Accounting Evolution to 1900, (1933),
New York: Russell & Russell , 1966.

Lopez, Robert, Harry Miskimin, and Abraham Udovitch. 1970. England
to Egypt, 1350-1500: Long-term Trends and Long-distance Trade. In
Studies in the Economic History of the Middle East from the Rise of
Islam to the Present Day, edited by M. A. Cook. London: Oxford Uni-
versity Press.

Luca Pacioli. 1494. Summa de arithmetica, geometria, proportioni et pro-
portionalita, Venezia

Ma Huan. 1970. Ying-yai sheng-lan: The Overall Survey of the Ocean’s

Shores. Translated by J. V. G. Mills. Cambridge: Cambridge University Press

Maxwell Aiken, Wei Lu.1993. Historical Instances of Innovative Acco-
unting Practices Practices in The Chinese Dynasty and Beyond, The
Accounting Historians Joumal, Vol. 20, No. 2, December ,1993.

Meng, Shen. 1957. History of the Ming Dynasty, Taipei.

Norwich, John Julius. 1996. Byzantium: The Decline and Fall. New York:
Alfred A. Knopf.

Origo, Iris. 1957. The Merchanto f Prato. Francescod i Marco Datini 1335-
1410. New York: Alfred A. Knopf.

Ray, Haraprasad. 1987. An Analysis of the Chinese Voyages into the Indian
Ocean Duringthe Early Ming and their Raison d’Etre. ChinaReport 23(1).

Robert Gardella. 1992. Squaring Accounts: Commercial Bookkeeping
Methods and Capitalist Rationalism in Late Qingand Republican China.
The Journal of Asian Studies, Vol. 51, No. 2, May, 1992.

Simon S. Gao and Morrison Handley-Schachler. 2003. The influences of
Confucianism, Feng Shui and Buddhism in Chinese accounting history.
Accounting, Business & Financial History, Vol. 13, Issue 1, March, 2003.

Shimin Chen. 1998. The Rise and Fall of Debit-Credit Bookkeeping in
China: History and Analysis, Accounting Historians Joumal Vol. 25,
No, 1 June 1998.

Weber, Max. 1951. The Religion of China. New York: Macmillan.

Weber, Max. 1961. General Economic History. Frank H. Knight, trans.
New York: Collier Books.

333



Before and after Luca Pacioli

Wei Lu and Max Aiken. 2003. Accounting history: Chinese contributions
and challenges, Accounting, Business & Financial History, Vol. 13, Issue
1, March, 2003.
William S. Atwell. 2002. Time, Money, and the Weather: Ming China and
the “Great Depression” of the Mid-Fifteenth Century. The Journal of
Asian Studies, Vol. 61, No. 1 ,Feb, 2002.
Xu. Fu. 1955. The Political System of the Qin Dynasty. Shanghai Press.
Zhao, Y. L. 1987. A Brief History of Accounting and Auditing in China, in
Accounting and Auditing in the People’s Republic of China, Dallas,
TX: Center for International Accounting Development.

Zhou Dynasty (anon.), Rights of Zhou.

Z.Jun Lin. 2003. Chinese bookkeeping systems: a study of accounting
adaptation and change, Accounting, Business & Financial History,
Vol. 13, Issue 1, March, 2003.

334




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


