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This paper explores the historical evolution of balance sheet layout and the reasons behind the positioning 

of assets on the left or right side. It delves into two main questions: why the discrepancy in asset placement 

on balance sheets across countries, and why the shift from right to left in the UK during the 19th century. 

Using historical evidence spanning from the 15th century to the mid-20th century, the study investigates 

the development and changes in listing assets, liabilities, and stockholders' equity. It aims to uncover the 

factors influencing the classification and presentation of items on balance sheets, driven by the needs of 

information users over time. By examining secondary sources in English literature, the paper provides 

insights into the evolution of balance sheet layouts globally. Researchers may find this exploration of 

historical balance sheet variations intriguing, shedding light on how layout decisions have been shaped by 

user needs and expectations. 

 

Keywords: accounting history, balance sheet formats, history of financial reporting 

 

INTRODUCTION 

 

What should a balance sheet, also known as a statement of financial position, look like? Even though 

there have been many examples of varying styles over the years, accounting standard-setting bodies have 

been reluctant to set standards for balance sheet format. 

There are currently two common approaches to present assets, liabilities, and owners’ equity items on 

the reporting entities’ balance sheets (Pekdemir et al., 2023, p. 430). The first one could be called the Anglo-

Saxon Approach, which FASB requires in the U.S. The second could be called the Continental European 

Approach, which is supported for some countries by the IASB. The first one lists items on a liquidity basis, 

with the most liquid items first listed (Appendix 1, The Coca-Cola Company). On the assets side of the 

balance sheet, it starts with the cash account, which is the most liquid asset item, and then continues with 
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marketable securities, receivables, inventories, prepaid items, and other current assets. These items are 

grouped under the classification of current assets. Under this approach, the remainder of the assets were 

classified as non-current, fixed, or capital assets. However, nowadays, they are classified as long-term 

investments, plant, property and equipment, intangible assets, and deferred assets. The first approach lists 

liabilities first on the right-hand side of the balance sheet, then owners’ equity. This comes from the liquidity 

basis as well. Liabilities do have maturity dates but not owners’ equity items. Also, legally, liabilities are 

prioritized in any case of liquidation of the entity. In this approach, liabilities are classified as current and 

non-current or long-term depending upon their maturity. 

The second approach might be interesting for people of the Anglo-Saxon part of the world. Impacts 

and outcomes are presented in the Continental European Countries, which is why it could be called the 

Continental European Approach, which does not follow the liquidity basis. Contrary, balance sheet items 

are listed on their future benefit length or productivity-based approach (Appendix 2, Philips Group). 

Goodwill and intangible assets are listed first. Then the list continues with plants, property and equipment, 

long-term investments, and deferred assets. After those, current assets are reported starting from inventories 

to the cash account as the last item on the left-hand side of the balance sheet. From this perspective, it could 

be argued that this listing might be called a “futuristic or productivity-based approach” since the long future-

benefit-providing assets are presented first. 

 As seen in Appendix 2, on the other hand, owners’ equity items are listed first on the right-hand side 

of the balance sheet. In this first group, capital or capital stocks are presented first. Considering the futuristic 

or productivity-based approach, compared to liabilities, owners’ equity will be long-lasting without having 

any maturity in general. The second group devotes long-term liabilities to the futuristic approach. This 

group, also called a part of the capital employed, is defined as total assets minus current liabilities 

(Investopedia, 2023). The last group consists of short-term liabilities. 

There is little doubt that financial information has been getting more significant daily throughout the 

world due to the impacts of globalization and more complex business environments. Financial reporting 

standard setters have been trying to protect financial information users such as investors, creditors, 

managers, and other stakeholders, particularly since the financial disasters occurred at the beginning of the 

millennium. As standard setters, the FASB and IASB have worked diligently and rigorously on the financial 

information, including the statement of financial position (balance sheet) that the reporting entities should 

provide. As direct impacts, the current formats of balance sheets are commonly seen worldwide. 

Note that this paper focuses on what might be called the “landscape” presentation of the balance sheet 

wherein the assets are shown on the left-hand side or the right-hand side of the basic accounting equation. 

Anthony et al. (2011, p. 34), classify those as account format that is like the ‘T’ account and report format 

of the ‘portrait’ style of balance sheet used in many countries today. In the report format, the ‘top’ half of 

the balance sheet comprises assets, and the ‘bottom’ half comprises equity and liabilities. Contrast this with 

the ‘landscape’ style, which saw the balance sheet’s two’ halves’ expressed on the page as left and right. 

Both styles end with a total balance (This might be Total Assets = Total Equity and Liabilities or Total 

Assets minus Current Liabilities = Total Equity plus long-term liabilities). 

 

THE MOTIVATION, PURPOSE, AND METHOD  

 

Flesher (2021) stated, “Before transforming theory and practice, you have to know where theory and 

practice are now, and how they got that way. Before you accelerate forward, you first need to look in the 

rearview mirror. What is behind us?” This paper is inspired by such views and motivated by two questions: 

(1) why are assets reported on the left-hand side of the account format balance sheets in many countries 

while others report on the right-hand side? (2) During the 19th century, assets were reported on the right-

hand side of the account format balance sheets in the United Kingdom and then changed; why? So, this 

study initially attempted to address these questions first and sought any direct historical evidence for the 

questions raised. Then, the study sought any bases for developments, changes, and evolutions over the last 

five hundred years in listing and presenting items of assets, liabilities, and stockholders’ equity on the 

balance sheets. Consequently, the paper aimed to identify bases for classifying and listing items on the 
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balance sheets and to understand what led to changes or developments as evolutions for centuries. For the 

study, accessible secondary sources in the English language on accounting history, particularly the concept 

of balance sheet or statement of financial position, are scanned and interpreted to identify and understand 

possible bases for classifying and listing items. Findings are provided by periods from the Pacioli (A.D. 

1445 – 1515) era to today’s financial reporting environment. 

 

THE LITERATURE 

 

There have been tremendous studies on accounting history starting from the early civilizations. A 

balance sheet is an extended form of the accountant balances that are listed in the post-closing trial balance 

in today’s accounting and reporting environment. In a manual bookkeeping environment, two reasons could 

be argued for the need for account balances: the first one is to understand the rights and obligations of the 

entity; the second one is to transfer the balances from the old book to the new one. The historical account 

balance practices for both reasons could check the debit-credit equations and the basic accounting equation 

as assets equal to liabilities and owner’s equity. 

 Chatfield (1996, p. 60) states that the oldest surviving double-entry balance sheets were of the late 

fourteenth century by Florentine banks. De Roover (1966, p. 66) presented trial balances of The Medici 

Bank of 1397, almost one hundred years earlier than Pacioli’s treatise (1494). De Roover provided a 

classified balance sheet in English of the Medici Bank of 1427 that has a classification of assets (Appendix 

3). It could be argued that the classification of assets is based on the nature and extent of the items or 

accounts existing in the books. 

It could also be argued that the account concept and the practices of trial balance preparation existed 

long before Pacioli. For instance, Littleton (1933, p. 127) supported this statement that early forms of the 

balance sheet date back to the trial balance used in the fifteenth century in double-entry bookkeeping 

practices in the Italian republics. Peragallo (1977, 1980) studied Badoer’s ledgers and provided some 

account balances. Badoer was a Venetian merchant who lived in Constantinople – Pera, from 1436 to 

1440.Peragallo (1977, p. 883) stated that Badoer practiced only the general ledger, not the journal. 

Pacioli’s treatise (1494) has been a pioneering source for accounting history studies. As Pacioli (1494, 

p. 17) mentioned in his treatise, double-entry bookkeeping existed around the Italian Republics, such as 

Venice, Genoa, Florence, etc., during the last decades of the Fifteenth century. Pacioli recommended that 

the merchants adopt the current accounting system to be good merchants (Pacioli, 1494, p. 15; Geijsbeek, 

1914, p. 33). Kuter et al. (2017, p. 17) stated that Pacioli, in his treatise, described the accounting statements 

as “bilancio del Libro” and “summa summarum.” The first one could be interpreted as a “trial balance” that 

can be prepared at any point in time when the information needs arise. The “summa summarum” is prepared 

after the ledger has been closed and the balances of all open accounts have been transferred to the new 

ledger (Pacioli, 1494, p. 79; Geijsbeek, 1914, p. 69). On the other hand, the trial balance provides the list 

of the accounts and their balances. Thus, it can be prepared partially or entirely at a point in time. 

Particularly it is prepared when information related to the account balances is needed. As mentioned, 

double-entry bookkeeping and preparing financial information from the ledgers existed before 1494 when 

Pacioli’s treatise was published. Kuter et al. (2017, p.17) presented some early practices from their research 

in the archives of the merchant of Prato, Francesco Datini’s companies, between 1363 and 1410. They 

reported an example of a ‘bilancio del Libro’ inside the Ledger in 1395 as a trial balance (Appendix 4). 

Kuter et al. (2017, p. 18) stated that they found traces of some of the earliest forms of trial balances and 

balance sheets prepared using double entry. 

In Chapter 2 of Pacioli’s treatise, the concept of inventory is covered in detail as to what it is and how 

to make it (Pacioli, 1494, p. 18; Geijsbeek, 1914, p. 33). In this regard, inventory (inventorio) means all 

assets or economic resources to run the business. Pacioli wrote as following: 

 

…. To begin with, the merchant must make his inventory (inventorio) in this way: He must 

always put down a sheet of paper or in a separate book whatever he has in this world, 

personal property or real estate, beginning with the things that are most valuable and most 
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likely to be lost, such as cash, jewels, silver, etc., for real estate such as houses, lands, lakes, 

meadows, ponds, etc., cannot be lost as personal property. Then all the other things must 

be put down one after another. … (Geijsbeek, 1914, p. 35). 

 

It could be interpreted that Pacioli had indeed directed merchants to prepare their beginning balance 

sheets. Thus, Pacioli recommended listing the most valuable and losable items of assets first rather than 

long-lived assets. 

After investigating Manzoni’s bookkeeping manual of 1540 in detail, Vigano (1998, p. 381) stated that 

Domenico Menzino adopted a similar approach to that of Pacioli and presented an example of “summa 

summarum” in the manual. According to accounting historians, one of the oldest sources of a statement of 

financial position was seen in the book of Indrizzo De Gli Economi by Don Angelo Pietra, dated 1586 

(Chatfield, 1996, p. 61). The book was written for a non-profit institution, so it could be arguable that it 

first provides the entity concept currently included in accounting education and practice. Presumably, items 

of assets are listed by their nature and extent on the balance sheet. 

An example of the balance sheet that is like today’s version was seen at the beginning of the Seventeenth 

Century. A Dutch mathematician Simon Stevin published his book Hypomnemata Mathematica (1608) 

(Sarton, 1934, p. 245), which has a formatted balance sheet (Geijsbeek, 1914, p. 120; Chatfield, 1996, p. 

62). As seen in Figures 1A and 1B, assets are reported on the right-hand side of the balance sheet, and 

liabilities and owner’s equity are reported on the left-hand side. As seen in Figure 1B, items of assets are 

reported as a list of those by their nature and extent. 

 

FIGURE 1A 

DERRICK ROOSE BALANCE SHEET DECEMBER 31, 1600 

 

 
Source: Geijsbeek, 1914, p. 120  
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FIGURE 1B 

DERRICK ROOSE BALANCE SHEET DECEMBER 31, 1600 (IN ENGLISH)) 

 

 
Source: Chatfield, 1996, p. 62 

 

DISCUSSION FOR PRESENTING ASSETS ON THE RIGHT-HAND SIDE OF THE BALANCE 

SHEET 

 

The paper could discuss two arguments for presenting assets on the right-hand side of the balance sheet. 

The first one arises from the accounting cycle. In the manual data processing environment, debiting, and 

crediting accounts to record business transactions, the last journal entry was used to close all permanent 

accounts. It has items of assets credited, and liabilities and stockholders’ equity debited. The second one 

comes from the countries in which writing is realized from right to left. For instance, in such countries 

where Persian and Arabic languages are spoken, debiting and crediting for business transactions have been 

practiced entirely differently. 

Yamey (1970, p. 73) argued that this balance sheet layout is based on the closing accounts at the end 

of the accounting period. Yamey (1970, p. 71) had drawn attention to two different ways in which the early 

exposition and practice of double-entry bookkeeping may have accustomed accountants and businessmen 

to the notion that assets could be listed, naturally and with propriety, on the right-hand (credit) side of an 

account or statement, and liabilities and capital on the left-hand (debit) side. 

A manual ledger is closed by crediting all debit accounts and debiting their balances to the balance 

account in the old ledger (and vice versa for the credit balances) (Figure 2). Then the new ledger is opened 

by first copying the balance account to there but with the signs reversed. So, assets in the old ledger’s 

balance account would now appear as credits in the new ledger’s balance account. Then still maintaining 

the rule of strict double entry in the new ledger there would be corresponding debits to create the respective 

asset balances in the new ledger (and vice versa for the credit balances). So, the ‘balance sheet’ is a copy 

of the new balance account which has a credit (right-hand side entry) for each asset and a debit (left-hand 

side entry) for each liability and equity account. 
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FIGURE 2 

CLOSING PERMANENT ACCOUNTS 

 

Accounts Payable  200  

Notes Payable  300  

Common Stock  700  

Retained Earnings  400  

 Cash  250 

 Accounts Receivable  350 

 Inventories  400 

 Long-term Assets  600 

 

In today’s accounting education environment, closing entries in the textbooks utilized cover only 

closing temporary accounts. Appendices 6/A and 6/B illustrate closing permanent accounts in an accounting 

textbook dated 1926 in the early Republic of Turkey. 

Yamey (1970, p. 72) states that this practice of balance sheet layout was widely encountered in the 

seventeenth and eighteenth centuries in texts in French, Dutch, German, Italian Spanish, and Portuguese. 

Similarly, an accounting history study shows a classified balance sheet dated March 1, 1782 (Appendix 

7A and 7/B), of East India Company (Baladouni, 1990, p. 31). As seen in Appendices 7/A and 7/B, assets 

are reported on the right-hand side of the balance sheet, and liabilities and owner’s equity are on the left-

hand side. Appendix 7A presents an unclassified balance sheet of East India Company and Appendix 7B 

presents a classified version. 

Baladouni (1990, p. 36) stated that the balance sheet of the East India Company is classified or 

descended in the order of the assets (stocks) productive value. In a diagrammatic form, Baladouni (1990, 

p. 36) presented a classification scheme as follows: 

 

 
 

Using this scheme, Baladouni (1990, p. 36) stated that the balance sheet items of East India Company 

could be summarized in Table 1.  
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TABLE 1 

THE BALANCE SHEET ITEMS OF EAST INDIA COMPANY 

 

Liabilities Dr.  Assets Cr.  

Standing Debts  

Current Debts  

Merchandise and Advances  

Balance  

Effective Property  

Standing Credits  

Current Credits and Cash  

Merchandise and Advances  

  

- 

Balance  

Floating Property  

Floating Adventures  

 Outward  

 Debts Outstanding  

- 

Balance  

Dubious Property  

Credits Outstanding  

Doubtful Credits  

Stores  

 -  

Balance  

Dead Stock  

Dead Stock  

Balance (Total of the Balances  

Shown above)  

(Stockholders’ Equity)  

  

 

Secondly, the paper argues that right-to-left writing impacts the format of the balance sheets of the 

firms. This practice exists currently in the countries in which Persian and Arabic languages are spoken. The 

Ottoman Empire used to have Perso-Arabic scripts. So, debiting and crediting the accounts to record 

business transactions (Appendix 5) was different than in Western countries (Pekdemir et al., 2023, p. 437). 

An example of closing permanent or balance sheet accounts is provided in Appendix 6A and 6B. The 

evidence shows that during the time of right-to-left writing periods of the Ottoman and the Republic of 

Turkey before the Turkish Alphabet Revolution, all firms’ balance sheets reported assets on the right-hand 

side. 

 

BRITISH COMPANY LAW  

 

Yamey (1970, p. 71) argued that Simon Stevin, the celebrated Dutch mathematician, scientist, and man 

of affairs, whose writings were published early in the seventeenth century, may have influenced British 

practice in the nineteenth century through his exposition of merchants’ accounts. 

The British Company Law of 1844 (Joint Stock Companies Act) was one of the milestones for financial 

reporting in the Nineteenth Century. It could be argued that it was a significant development for the 

modernized financial reporting still somehow existing in a different modified format. In Article 72 of the 

Act, the balance sheet is described as follows: 

 

72. Balance Sheet shall be made out every Year, and laid before the General Meeting of 

the company, and such Balance Sheet shall contain a Summary of the Property and 

Liabilities of the Company arranged under the Heads appearing on the Form annexed to 

this Table, or as near thereto as Circumstances admit. 
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This article directs the financial information prepared to provide such classified information by 

grouping the same nature and extent of the items of assets and liabilities of the entities. By this article, the 

balance sheet provides for the analysis of assets and liabilities in substantial detail, and this form becomes 

a base for the form of the present-day balance sheets of the reporting entities.  

Assets are reported on the right-hand side and are grouped as follows: property, debts, cash and & 

investments, and long-lived assets, which are listed first, then short-term assets next (Appendix 8A and 8B). 

On the left-hand side of the balance sheet, the owner’s equity is listed first, then liabilities starting with 

long-term debts and then short-term ones. This listing still exists in the Continental European Countries but 

changed the sides from left to right and from right to left, as mentioned in previous sections of the paper. 

Reporting assets on the right-hand side of the balance sheet (reversely liabilities and equity on the left-

hand side) was the format or layout originally given in British Company Law as Yamey (1970, p. 71) gives 

examples from the existing practices impacted by Simon Stevin’s writings. However, Edwards (2019) 

compiled two unique and reverse examples from two different historical resources. Appendix 8C shows a 

‘Balance’ account of Solomon Traffick as of 31 October 1763 (Edwards, 2019, p. 45). Appendix 8D shows 

the ‘Balance of the Books’ account of Languvelack Copper Works, Landore, Swansea as of 31 December 

1745 (Edwards, 2019, p. 61). In these two examples, balance sheet items are listed as assets on the left-

hand side of the balance sheet (so, liabilities and equity on the right-hand side). However, these two 

illustrations provide a statement of the financial position as non-classified but just listed similarly to the 

trial balance. 

 

Double Account Format  

In Great Britain during the second part of the Nineteenth Century, a private Act of Parliament was 

enacted for specific categories of companies, such as Statutory ones. It required double account format 

(Appendix 9A and 9B) reporting on the balance sheet. The amendments came for railway companies in 

1868, metropolitan gas companies in 1869, other gas companies in 1871, and electric lighting companies 

in 1882 (Edwards, 1985, p. 19). Later, some other companies such as water companies, dock companies, 

mining companies, etc., joined this reporting system. The intent was to forestall the use of paid-in capital 

for paying dividends to stockholders, a form of fraud common in the early years of railroads. 

Edwards (1985, p. 20) stated that the significant distinguishing characteristic of the double account 

format is the subdivision of the conventional balance sheet into two statements as follows: 

- The Capital Account sets out the capital raised from issuing shares and debentures and the 

amounts spent on ‘fixed’ or ‘capital’ assets, that is, assets of a permanent nature acquired to 

carry on the business.  

- The General Balance Sheet sets out the ‘floating’ assets and liabilities that are in a continuous 

state of change as the result of trading transactions.  

 

The Contradiction on the Balance Sheet Format  

In the late Nineteenth Century in the United Kingdom, there existed a contradiction in the balance sheet 

for private companies. Some companies followed the requirements in the British Company Act to present 

assets and liabilities and owner’s equity on the balance sheet; some did not do that; they started to report 

their assets on the left-hand side of balance sheets, as seen in the U.S. companies. Therefore, the 

contradiction existed in textbooks on bookkeeping and financial reporting. Broaker (1896, p. 86) provided 

a list of textbooks of the late Nineteenth Century existing in the United Kingdom. As seen in Figure 3, 

many textbooks adopted an approach that assets are presented on the left-hand side of balance sheets that 

had existed in the United States financial reporting environment.  
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FIGURE 3 

PRESENTING ASSETS AND LIABILITIES IN BALANCE SHEETS 

 

 
Source: Broaker, 1896, p. 86 

 

THE UNITED STATES CASE 

 

Presenting or listing items of assets and liabilities into groups or subdivisions on balance sheets might 

not have been material until the beginning of the Twentieth Century in the U.S. Normand & Wootton (2001, 

p. 64) mentioned that a few companies provided classified financial statements, including balance sheets at 

the beginning of the 20th century, and stated that there was no consistency in the groupings of items on the 

financial statements among companies. However, public accounting firms started to provide classified 

financial statements soon after around the world. It could be argued that classifying items of financial 

statements would be a significant change, whereas Littleton (1933, p. 149) stated that “the greatest change 

which later statements showed was the grouping data into subsections.” 

In contrast with the United Kingdom case, assets have been presented on the left-hand side of balance 

sheets in the United States since the balance sheet was first prepared there. In the literature, balance sheets 

prepared by the reporting entities could be seen just after the U.S. Civil War. An example of a balance sheet 

prepared in 1873 followed the Continental European approach listing from long-lived assets to cash and 

cash equivalents, from capital to short-term liabilities (Appendix 10).    

This continued until the beginning of the 20th century. Then the U.S. public accounting firms started 

to provide liquidity-based listed balance sheets with most liquid items of assets placed first on the balance 

sheet. Broaker (1896, p. 107) provided an example of a balance sheet as of 1896 (see Figure 4) that might 

have started to introduce “liquidity basis” listing (however, receivables from trade debtors are listed after 

properties, which would indicate more of a hybrid method, as would the fact that mortgages and bonds 

payable were listed before trade creditors). 
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FIGURE 4 

EXAMPLE OF BALANCE SHEET 

 

 
Source: Broaker, 1896, p. 107 

 

Normand and Wootton (2001, p. 64) stated that “instead of following British precedent established 

under the Companies Acts, the American balance sheet had its own characteristics, especially regarding the 

classification and position of current assets.” However, even though the classified balance sheet became 

significant in the U.S. at the beginning of the 20th century, some could argue that many textbooks continued 

to list plant assets as the first group on the classified balance sheets (Cole, 1910, p. 315; Paton & Stevenson, 

1916, p. 202-203). Vangermeersch (1996, p. 387) stated that some significant industrial companies had 

continued to list and place long-lived assets first on their balance sheets as late as 1938. However, 

ultimately, the American Institute of Accountants (later became the American Institute of Certified Public 

Accountants – AICPA) recommended the current format of the classified balance sheet in 1936 (American 

Institute of Accountants, 1938). 

Normand and Wootton (2001) examined and summarized the evolution and development of the 

classification of balance sheet items in the U.S. between the 1865 and 1940 periods. They divided this 

period into four sub-periods to examine the development of balance sheet classification, particularly 

focusing on current asset items that had been shown in the historical business environment and the attitudes 

of management toward financial information: 

1865 to 1879: a minimum amount of information,  

1880 to 1899: the emergence of large corporations,  

1900 to 1920: minimal uniformity in statements,  

1921 to 1940: expansion, depression, and regulation.  

For evolution or development in any field of financial reporting, certain periods could be needed for 

experiments and innovations based on decision usefulness. As mentioned earlier in this paper, during the 

second half of the 19th century, the American and British balance sheets were different. While the British 

balance sheets were based on the regulation of the company law, the American balance sheet was not settled 

yet (Normand & Wootton, 2001, p. 100). As seen in Figure 5A, assets are listed first with long-lived assets, 
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then current assets; however, assets were on the left-hand side of the balance sheet in the U.S. during the 

second part of the 19th century. 

 

FIGURE 5A 

BALANCE SHEET –UNITED STATES – 1865 

 

 
Source: Normand & Wootton, 2001, p. 69 

 

Foulke (1945, p. 10) noted that colonial merchants in the U.S. prepared balance sheets for their own 

guidance kept those confidential during the first part of the 19th century and did not make them available 

directly or indirectly to actual or potential creditors. As seen in Figure 5B, around the middle of the second 

part of the 19th century, creditors and credit agencies demanded such information for their credit-granting 

decisions. This could be the earliest historical evidence for presenting unclassified balance sheet items in a 

report format (assets are listed first, then liabilities and owners’ equity) directly or indirectly to the public 

in the U.S. 
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FIGURE 5B 

THE EARLIEST KNOWN FINANCIAL STATEMENT BLANK WAS USED BY THE 

MERCANTILE AGENCY (LATER DUN & BRADSTREET, INC.) IN THE 1870S IN THE US 

 

 
Source: Foulke, 1945, p. 11 

 

However, listing long-lived assets first did not meet the bankers’ or creditors’ liquidity expectations, 

so liquidity-based asset listing on balance sheets was seen in the mid-1890s in the U.S. This demand had 

driven the Uniform Accounting statement of the Federal Reserve Board of 1917 (Normand & Wootton, 

2001, p. 101). 
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FIGURE 5C 

BALANCE SHEET – UNITED STATES – 1893 

 

 
Source: Normand & Wootton, 2001, p. 76 

 

FIGURE 5D 

BALANCE SHEET –UNITED STATES – 1908 

 

 
Source: Normand & Wootton, 2001, p. 84 
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FIGURE 5E 

BALANCE SHEET –UNITED STATES – 1917 

 

 
Source: Normand & Wootton, 2001, p. 86 

 

No doubt that significant residual development in the classification of balance sheet items occurred 

after the big depression in the U.S. The AIA developed and issued its Examination of Financial Statements 

that superseded the prior ones, including the Federal Reserve Board’s bulletin of 1929 and 1917 (Normand 

& Wootton, 2001, p. 102). One could argue that the report of the AIA (American Institute of Accountants, 

1938) has been pioneering historical evidence for the liquidity-based balance sheet classification as seen in 

today’s financial reporting environment in the Anglo-Saxon part of the world and its followers. 

 

OTHER NOTABLE EXAMPLES FROM AROUND THE WORLD 

 

The paper has evolutionary examples from the United States and the United Kingdom since they led 

the world to develop financial reporting practices for public companies. We acknowledge that we could be 

able to access more accounting history resources from mainly the Anglo-Saxon part of the world. One could 

argue that the classified balance sheet used nowadays around the world, except the Continental European 

countries, has been derived mainly from the Anglo-Saxon practice of financial reporting for incorporations 

during the 19th century since financial statements were mandatory under the British Company Act of 1844 

(Takatera, 1967, p. 34). On the other hand, one could argue that the development of quality financial 

reporting could depend on the financial and money markets, where information users need quality financial 

information to make effective decisions. It could be observed in the history of financial markets in Western 

countries. 

Chatfield (1996, p. 60) stated that the balance sheet came by listing all debit and credit-balanced 

accounts in the ledger. Yang et al. (2014, p. 2) argued that the statement of financial position or the balance 

sheet specifically originated from the mandatory, periodic inventory of accountants in the seventieth 

century in the European Continent. Littleton (1933, p. 135) claimed that this statement initially served the 

purposes of property tax levy and bankruptcy procedures by providing an overview of an entity to the latest 

statement date. Littleton (1933, p. 136) mentioned the French Ordinance of 1673 (the Savary’s code) that 
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required merchants to make an “inventory” every two years of all their fixed and movable properties and 

their debts receivable and payable. This could define the balance sheet in France as the earliest time in 

history (Howard, 1932, p. 91). The Ordinance of 1673 was one of the great ordinances constituting veritable 

codes: ordonnance civile sur la procedure, ordonnance sur le commerce de terre, ordonnance sur la 

marine, etc. (Houin, 1955, p. 485). Walton (1993, p. 289) argued that the introduction of minimum 

accounting requirements in France from the year 1673 had provided a model that many other countries 

were to follow. The Ordinance was incorporated into Napoleon’s 1807 Code de Commerce (Company Law) 

and then exported, both on a compulsory basis through the Napoleonic Empire (e.g., Belgium, Netherlands), 

but also later on a voluntary basis (Germany, Sweden ...).  

We could argue that the French balance sheet format has been a unique one since it calls or names 

assets as Actif and liabilities and stockholders’ equity as Passif (Appendix 11). Several countries have 

adopted this French format of balance sheet and practiced it for years. Appendix 12 shows that the Republic 

of Turkey was one of those to adopt this classification even in the late 20th century (Actif = Aktif, Passif = 

Pasif). 

The Ottoman Empire was one of the countries impacted by the French accounting and financial 

reporting developments. Pekdemir et al. (2023, p. 447) summarized French and German influence on 

accounting and business practices in the Ottoman Empire and the early period of the Republic of Turkey as 

follows: 

• The first accounting textbooks were published in the French language by Ottoman-Armenians 

in 1828 and 1830. 

• First Ottoman students were sent to France to pursue their higher education in 1830. 

• The First version of the Trade Code in the Ottoman Empire was translated from the Code de 

Commerce of Napoleon of 1807 to the Ottoman Language and enacted in 1850. 

• The Ordinance of General Education was first prepared and enacted in 1869. This was impacted 

by French practices. 

• Second version of the Turkish Trade Code enacted in 1926. This was impacted by the current 

French legislation. 

• French influence existed on accounting education in the Ottoman and Turkey by mid of the 

mid-1930s. Since Jewish-German professors were invited in the mid-1930s, they moved to 

Turkey and notably impacted Turkish higher education and society.  

• Until 1940, during the late Ottoman period and the first two decades of the Republic of Turkey, 

there was no classified balance sheet in the practice. The earliest classified balance sheet in 

Turkey was seen in 1940 in two textbooks. One belongs to the famous Jewish-German business 

and accounting professor Alfred Isaac (Ordinarius für Betriebswirtschaftslehre und 

Bankbetriebslehre an der Hochschule für Wirtschafts und Sozialwissenschaften Nürnberg). His 

book Bilanzen was published first in 1930 in Germany (Isaac, 1930).  

One of the early-notable examples from Turkey would be the balance sheet of Uşak Terakki-i Ziraat 

TAŞ (Inc.) as of December 31, 1926 (Appendix 13). Its layout or format is impacted by the Continental 

European approach as long-lived assets are listed first then current assets. Stockholders’ equity items are 

first listed then liabilities. In addition, it is not a classified format, it just lists the accounts having debit 

balances including profit/loss on the assets part of the balance sheet. Reversely, accounts having credit 

balances listed on the liabilities and stockholders’ equity part. We could argue that this conforms with the 

Turkish Trade Code enacted in 1926. 

Chatfield and Vangermeersch (1996, p. 278) state that German accounting was strongly influenced by 

Italian bookkeeping up to the 18th century. Detzen & Hoffmann (2013) stated that there was no official 

legislation for accounting and reporting in Germany before the 19th century; however, impacts of the French 

Ordinance of 1673 and Savary’s accounting books existed around. Schneider (1995, p. 125) stated that 

annual inventory requirements mandatorily existed in German towns before the French Ordinance, whereas 

Nuremberg enacted in 1564 and Frankfurt in 1578. The first accounting book in Germany was probably 

dated 1518 of Grammateus (Detzen & Hoffmann, 2013, p. 369). Germany has been one of the code law 
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countries, and the first regulation for bookkeeping, financial reporting, and preparing a balance sheet was 

the General Law for the Prussian States of 1794 (ALPS) (Allgemeines Landrecht für die Preußischen 

Staaten) (Ballwieser, 2010, p. 60).  

Iino (1956, p. 66) stated that the balance sheet was first mentioned and appeared in an official document 

in Germany in a decision of the German Royal Supreme Court dated December 3, 1873. The Court’s 

decision states that assets and liabilities in the balance sheet and the classification of assets in the balance 

sheet are based upon the valuation criteria under Article 31 of the Second Part of the German Commercial 

Code. In Iino’s opinion (1956, p. 66-67), by this law, assets are classified into two categories, one of which 

belongs to those to be evaluated, while the other belongs to money (geld); he observes this provision as the 

same evaluation is made of any assets other than cash whereas cash and non-cash assets. This classification 

was extended to cash assets, inventories, and capital assets at the beginning of the 20th century in Germany.  

Exhibit 6 has an example (Isaac, 1930, p. 151) from Germany in 1930. From the example, we could 

argue that the format of the balance sheet in Germany in 1930 was impacted by French Influence. It is 

because the left-hand side of the balance sheet was named Activa which means assets, and the right-hand 

side was named Passiva which means liabilities. Assets are listed and presented by the Continental 

European approach that is currently existing. As seen in Figure 6, long-lived assets are listed first, then 

current assets are listed next. On the other side of the balance sheet, items of stockholders’ equity are listed 

first, then liabilities are listed next. In addition, there was no sub-classification of current vs. non-current or 

short-term vs. long-term in assets or liabilities. 

 

FIGURE 6 

BALANCE SHEET IN GERMANY 

 

 
Source: Isaac, 1930, p.151 

 

Recent research has unearthed accounts of merchants dating back to 1580 which show ‘balance sheets’, 

written from right to left in the normal Chinese style, which (Yuan and Macve, 2019, p. 18) describe as the 

periodic ‘inventory’ statements list (in columns from right to left): • Assets (including total commodities 

[presumably based on physical inventory]; accounts receivable; silver and copper cash [copper converted 

to silver]; furniture and total • Liabilities (including accounts payable to other businesses and individual 

shareholders’ accounts); and total • Net assets total (i.e. total assets minus total liabilities) • Bonus rate % 

on shareholders’ capital, set to approximately distribute net assets in excess of the shareholders’ subscribed 

capital. • Division to individual shareholders • Net assets remaining after bonus (approximately equal to 

the shareholders’ subscribed capital) 3 So….these ‘balance sheets’ or ‘inventories’ include ‘real’ as well 

as monetary assets and the shareholders’ capitals are fixed amounts. 

China has a long history dating back to early human civilizations. However, Yang et al. (2014, p. 5) 

argue that the balance sheet as a statement of the financial position of companies is relatively new and they 

state the balance sheet is “imported goods” to China.Chen (1998, p. 76) states that notable commercial and 
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industrial activities were almost nonexistent until the mid-19th century in China, particularly before the 

First Opium War. Except for some small-sized processing productions of agricultural raw materials and 

handicraft products such as tea, natural silks, general textiles, and chinaware, there were almost no 

manufacturing or commercial operations in the modernized style until the beginning of the 20th century 

(Yuan et al., 2016, p. 2). Thus, one could argue that Chinese accounting practices were underdeveloped 

before that. Yang et al. (2014, p. 7) assert that the early expansion of the use of Westernized balance sheets 

in China occurred in the second quarter of the 20th century. Yang et. al. (2014, p. 7) argued that balance 

sheets first appeared in China in the 1930s and had three categories of assets current assets, fixed assets, 

and other assets, and the right-hand side of that has current liabilities, fixed liabilities, capital, and surplus.  

The paper argues that there is no doubt that double-entry bookkeeping spread from the Italian republics 

to the Western countries. In addition, the two countries led the other Western countries in financial 

reporting: The United Kingdom and France. The evidence we could access shows that the French Ordinance 

or the Savary’s code dated 1673 and the British Bubble Act of 1720, later the British Company Law of 

1844 were the first regulations for financial reporting. 

 

DISCUSSION REMARKS: FROM BALANCING AND CLOSING THE LEDGER TO 

FINANCIAL REPORTING 

 

There is no doubt that balancing has been one of the most important features of double-entry 

bookkeeping systems since its invention. It is first realized in journalizing the transactions of the business 

entity. Then it can be seen in the trial balance and the balance account (bilancio el libro) as the balance 

sheet. In his treatise, Pacioli (1494, p. Ch.36) mentions the importance of the balancing and the trial balance 

as follows: 

 

“By a trial balance (bilancio) of the Ledger we mean a sheet of paper folded lengthwise in 

the middle, on which we write down all the creditors of the Ledger at the right side and the 

debtors at the left side. We whether the total of the debits is equal to that of the credits, and 

if so, the ledger is in order. 

 

The trial balance of the Ledger should be equal-that is, the total of the credits-I do not say 

creditors-should be equal to the total of the debits-I do not say debtors. If they were not 

equal, there would be a mistake in the ledger.” 

 

This must be more important for the environment in which all activities related to the accounting cycle 

are realized manually. Pacioli (1494, Ch.32) states that the operation of balancing should be realized at least 

by two people as accountants/merchants and helpers who both cross-check the journal and ledger that 

should reconcile. Pacioli advises as follows: “That is, first you shall get a helper as you could hardly do it 

alone. You give him the journal for greater precaution, and you shall keep the ledger. Then you tell him 

…” 

Trail balance can be prepared at any point in time during the accounting period or at the end of the 

accounting period for different purposes. In today’s financial reporting environment, it is the first step to 

prepare trial balances for balanced and reconciled financial statements. In medieval times, Pacioli (1494, 

Ch.32) emphasizes that balancing is also important for transferring the accounts from an old ledger to a 

new one because the old one is all filled up or because another year begins. He also states that “especially 

in Milan the big merchants renew their ledgers every year.”  

The closing process in the accounting cycle in the accounting textbooks of the twentieth century has 

had two steps: closing nominal (temporary) accounts through profit/loss accounts or retained earnings 

accounts and closing permanent accounts so that all accounts existing in the ledger could have no balances. 

This is described in Pacioli’s treatise as well (Ch. 34 and 36). Similarly, Yamey (1994, p. 251) stated that 

this approach was used in the famous ledger of 1340 of the stewards (massari) of the commune of Genoa. 
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In this approach, the last journal entry reverses and closes all accounts having debit and credit balances. 

As seen in that journal entry, assets are credited, and liabilities/equity are debited. Yamey (1994, p. 250) 

argues that the first layout or format of the balance sheet appeared as the closing entry of the permanent 

accounts at the end of the accounting period.  

 On the other hand, many accounting textbooks nowadays do not have a closing entry for permanent 

accounts. After preparing the post-closing trial balance, existing permanent accounts are transferred to the 

new ledger as opening entries. Referring to the study of Pilla (1974, p. 271), Yamey (1994, p. 252) states 

that in the early sixteenth-century ledger of the Venetian Alvisa Pisani dal Banco, account balances were 

transferred directly from the old ledger to the new. 

 

AN ABANDONED ATTEMPT FOR BALANCE SHEET FORMAT 

 

More than a decade ago, a Discussion Paper (October 2008) was developed and published as a joint 

project of the Financial Accounting Standards Board (FASB) and the International Accounting Standards 

Board (IASB). That document proposed an extreme makeover of the balance sheet format as the statement 

of financial position. The proposed format of the statement was different from the traditional format of 

Total Assets = Total Liabilities + Total Equity. The proposed statement was structured mainly by an 

activity-based approach (Discussion Paper, 2008, S4) and divided into five major parts, with each group of 

assets and liabilities netted against each other in a subtotal. The general framework of the proposed 

statement of financial position follows (Discussion Paper, 2008, S5). In the proposed format, it is not 

possible to see total assets or total liabilities. Nor is the basic accounting equation Total Assets = Total 

Liabilities + Total Equity. So, the proposed format does not balance assets with equities. In the detailed 

format (see Figure 7) of the proposal, the only balance that can be seen is net assets equal to total equity. 

An expanded version is shown in Appendix 14. 

 

FIGURE 7 

PROPOSED BALANCE SHEET FORMAT 

 

BUSINESS ACTIVITIES 

Operating Assets and Liabilities 

Investing Assets and Liabilities 

FINANCING ACTIVITIES 

Financing Assets 

Financing Liabilities 

INCOME TAXES 

DISCONTINUED OPERATIONS 

EQUITY 

 

The proposed model of the format of the statement of financial position raised two significant questions 

(Leone & Reason, 2009): 

• Does separating “business (operating and investing) activities from financing activities provide 

more decision-useful information?  

• Does information on income taxes and discontinued operations merit separate categories?  

The FASB and IASB had worked together to get answers to these and other questions that had been 

raised about the new proposed model. The FASB received more than 200 comment letters. Someone could 

argue that standard setters could not get sufficient support since the proposal has not gone forward. 

Otherwise, adopting the new proposed model would undoubtedly be a dramatic change. Thus, presumably, 

there has been no theory/conceptual basis for what the balance sheet should convey. 
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As an upcoming balance sheet format, the proposal was added to the primary textbooks in financial 

accounting courses used in higher education institutions. For example, Kieso et al. (2016, p. 200-201) added 

the new proposed model in the 16th edition of the Intermediate Accounting textbook, which has been one 

of the leading textbooks for decades, not only in the U.S. but also throughout the world. However, in the 

17th Edition of the same textbook (Kieso et al., 2019), there is nothing about this proposed model of the 

activity-based format of the statement of financial position. There is no mention of the proposed model of 

financial reporting disseminated in the Discussion Paper. Where do the standard setters want to go from 

here? Perhaps a way forward would be to explore how different balance sheet formats over time are related 

to consistency with the different users and their different needs. 

Two decades ago, the FASB and IASB had a joint meeting in Norwalk, Connecticut, USA, on 

September 18, 2002; each acknowledged their commitment to developing high-quality, compatible 

accounting standards that could be used for domestic and cross-border financial reporting. At that meeting, 

both the FASB and IASB pledged to use their best efforts to (a) make their existing financial reporting 

standards fully compatible as soon as is practicable and (b) to coordinate their future work programs to 

ensure that once achieved, compatibility will be maintained (FASB, 2002). Since then, they have progressed 

in many areas toward the ultimate target of the agreement. However, as an output of the accounting process, 

the balance sheet format or layout has remained entirely different in terms of listing items assets, liabilities, 

and stockholders’ equity (See Appendix 1 and 2). In addition, the convergence agreement was abandoned 

later. 

 

LIMITATIONS OF THE PAPER  

 

This paper has certain limitations. Only accessible secondary sources in English are scanned, examined, 

and interpreted by accounting historians for the paper. There could be more excessive sources in English 

and other languages worldwide. Findings and arguments in the study might need more discussed and 

conceptualized by expert accounting historians from other nations who could contribute to the study. 

Reasons for placing, listing, and classifying balance sheet items could be further studied into different 

dimensions. For instance, valuation-based classification has not been covered in this study. The paper could 

also be divided into two different environments such as legal law jurisdictions and common law 

jurisdictions. In this study, the authors did not identify the impacts of jurisdictional types of developments 

and changes as evolutions on the subjects. There have been many countries that have been regulating 

financial reporting requirements based on their legal legislation. Some others have been following global 

standard setters. Neither has any discussion of the wording used in the balance sheet. For example, Nobes 

has pointed out that the word “capital” has appeared over the years on both sides of the balance sheet and 

could mean assets, liabilities, or owners’ equity (Nobes, 2015, p. 413-414). 

 

SUMMARY AND CONCLUSIONS  

 

This paper attempts to address the motivating questions for the study. There is no direct answer to the 

question “Why are assets reported on the left-hand side of the account format balance sheets in many 

countries in today’s financial reporting environment?” The paper could not find direct answers to the 

question. However, it could be argued that such reporting could not be arbitrary; there should be some 

rational reasons to do so. On the other hand, no direct answer to the second motivating question, “While 

assets were being reported on the right-hand side of the account format balance sheets in the United 

Kingdom during the 19th century, then what happened to make a major change?” Questions raised in the 

paper are still on the table so that someone can continue seeking historical evidence. 

As a vital piece of background, readers should remember how a balance sheet arrived at. It is NOT part 

of the double-entry system. The profit and loss ACCOUNT is indeed an account. The rent charge reaches 

it by double entry: debit profit & loss while crediting the rent expense account. So, if debits are agreed as 

on the left (“the side by the window.”) then rent expense in the profit & loss must be a debit on the left. 

However, a balance sheet is an ad hoc statement. It is ‘the back of an envelope.’ After the income statement 
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is fully prepared, it is a list of the remaining balances within the double-entry books. It is an ad hoc statement 

with no rules and, therefore, infinitely flexible (unlike the income statement), so accountants use this 

freedom to be helpful to users. (But do they really? Perhaps a good research question?) One reviewer of 

this paper noted, “When I was a young student (decades ago…), a common suggestion for the then UK 

habit of putting the balance sheet either way round was precisely to emphasize to the ignorant user that the 

balance sheet is NOT a double-entry account.”  

For the study, secondary sources in the literature that are accessible in the English language were 

scanned and examined. The study’s findings are provided by periods from the Pacioli era to today’s 

financial reporting environment. The paper could conclude that placing, listing, and classifying items of 

assets, liabilities, and owner’s equity on the balance sheet have been based on information users’ and 

stakeholders’ needs and expectations at different times. This is a logical conclusion since, as mentioned 

above, the balance sheet is a “back of the envelope” writing. User needs are the only reason to follow a 

specific format without guidelines. Thus, this paper identifies some bases for placing, listing, and 

classifying balance sheet items, such as activity basis, productivity basis, effective basis, liquidity basis, 

valuation basis, etc. The paper could contribute to the literature about what happened, when, and why on 

the subjects covered. One could argue that each faculty member or instructor teaching accounting courses 

in higher education institutions should have some knowledge about financial reporting developments in 

history.  
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APPENDIX 3: MEDICI BANK – BALANCE SHEET – 1427 

 

 
Source: De Roover, 1966, p.183 
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APPENDIX 4 

 

 
Source: Kuter et al., 2017, p. 23 
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APPENDIX 5: FIRST PAGE OF MERCHANT’S ACCOUNTING TEXTBOOK OF KRIKOR 

KÖMÜRCÜYAN (1926: 1) 
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APPENDIX 6A: PAGE (37) OF MERCHANT’S ACCOUNTING TEXTBOOK OF KRIKOR 

KÖMÜRCÜYAN (1926) IN ARABIC LETTERS 
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APPENDIX 6B: PAGE (37) OF MERCHANT’S ACCOUNTING TEXTBOOK OF KRIKOR 

KÖMÜRCÜYAN (1926) IN ROMAN LETTERS 
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APPENDIX 8A: BRITISH COMPANY ACT – BALANCE SHEET 

 

 
Source: Edey & Panitpakdi, 1956, p. 365 
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APPENDIX 8B 

 

 
Source: Broaker, 1896, p. 107 

 

APPENDIX 8C 

 

 
Source: Edwards, 2019, p. 45 
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APPENDIX 8D 

 

 
Source: Edwards, 2019, p. 61 

 

APPENDIX 9A: DOUBLE ACCOUNT FORMAT 

 

 
Source: Edwards, 1985, p. 20 
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APPENDIX 10: AN EXAMPLE OF BALANCE SHEET – THE U.S. 1873 

 

 
Source: Samson, Flesher, and Previts, 2003, p. 350 
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APPENDIX 11: THE FRENCH BALANCE SHEET EXAMPLE - JOURNAL OFFICIEL DE LA 

REPUBLIQUE FRANCE 8 DECEMBER 1878 

 

 
Source: Patrice, 2018, p. 210 
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APPENDIX 12: CLASSIFIED BALANCE SHEET FIRST REGULATED BY THE TURKISH 

CAPITAL MARKET BOARD IN 1983 

 

 
Source: Resmi Gazete 13 Şubat 1983, p. 41 
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APPENDIX 13: BALANCE SHEET OF UŞAK TERAKKI-I ZIRAAT, INC. 31 DECEMBER 

1926 (UŞAK TERAKKI-I ZIRAAT TÜRK ANONIM ŞIRKETININ 1926 SENESI 

BILÂNÇOSUDUR) 

 

 

Nev-i Matlubat 

Fabrika 1.654.849,35 Lira 

Demirbaş Eşya ve Mefruşat 3.980,20 

Faal Ziraat Makineleri 44.481,92 

Alet ve Levazım-ı Ziraiye Emtia Malzeme Ambarı 153.704,45 

Muhtelif Borçlular 181.086,30 

Sanayi ve Maadin Bankası Borçlu Hesap Carisi 40.910,90 

Malup Senedat ve Kıymetli Evrak Cüzdanı 46.313,58 

Hesabat-ı Muallâka 31.398,84 

Taahhüt Edilip Henüz Tahsil Edilmemiş Hisse Senedatı 280.966 

Hesabat-ı Nazıme (Hesap-muhesebe ücreti) 151.968 

Uşak Ziraat Bankası Şubesi Tevdiat Hesabı  1.255,95 

Kasa Mevcudu  5.669,64 

Kar ve Zarar Bakiyesi 137.441,89 

Yekûn  2.733.927,08 

Nev-i Duyun 

Sermaye  1.200.000 Lira 

Muhtelif Alacaklılar  79.735,08 

İzmir İş Bankası Alacaklı Hesap Carisi  17.474,52 

Türkiye Sanayi ve Maden Bankası Açık Hesap Carisi 1.093.183,66 

Skoda Fabrikası 32.832,35 

Tediye Senedatı 122.879,43 

Hesabat-ı Muallâka 34.354,04 

Hesabat-ı Nazıme 153.468 

Yekûn  2.733.927,08 

Source: http://www.mehmetseker.com.tr/seker-fabrikasinin-oykusu/seker-fabrikasi-1926-3 [Retrieved 4/30/2023] 
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APPENDIX 14 

 

 
Source: FASB/IASB Discussion Paper (October 2008, p. 72). Preliminary views on financial statement presentation, 

FASB and IASB 




