
Full Terms & Conditions of access and use can be found at
http://www.tandfonline.com/action/journalInformation?journalCode=lpad20

Download by: [Universita Degli Studi di Cagliari] Date: 13 June 2017, At: 23:53

International Journal of Public Administration

ISSN: 0190-0692 (Print) 1532-4265 (Online) Journal homepage: http://www.tandfonline.com/loi/lpad20

Fund Accounting from the Italian Early Tradition to
the U.S. GAAP for Governments

Aldo Pavan, Bernadette Dessalvi & Paola Paglietti

To cite this article: Aldo Pavan, Bernadette Dessalvi & Paola Paglietti (2017): Fund Accounting
from the Italian Early Tradition to the U.S. GAAP for Governments, International Journal of Public
Administration, DOI: 10.1080/01900692.2017.1298608

To link to this article:  http://dx.doi.org/10.1080/01900692.2017.1298608

Published online: 06 Jun 2017.

Submit your article to this journal 

Article views: 4

View related articles 

View Crossmark data

http://www.tandfonline.com/action/journalInformation?journalCode=lpad20
http://www.tandfonline.com/loi/lpad20
http://www.tandfonline.com/action/showCitFormats?doi=10.1080/01900692.2017.1298608
http://dx.doi.org/10.1080/01900692.2017.1298608
http://www.tandfonline.com/action/authorSubmission?journalCode=lpad20&show=instructions
http://www.tandfonline.com/action/authorSubmission?journalCode=lpad20&show=instructions
http://www.tandfonline.com/doi/mlt/10.1080/01900692.2017.1298608
http://www.tandfonline.com/doi/mlt/10.1080/01900692.2017.1298608
http://crossmark.crossref.org/dialog/?doi=10.1080/01900692.2017.1298608&domain=pdf&date_stamp=2017-06-06
http://crossmark.crossref.org/dialog/?doi=10.1080/01900692.2017.1298608&domain=pdf&date_stamp=2017-06-06


Fund Accounting from the Italian Early Tradition to the U.S. GAAP for
Governments
Aldo Pavan, Bernadette Dessalvi, and Paola Paglietti

Department of Economics and Business Administration, University of Cagliari, Cagliari, Italy

ABSTRACT
Surprising correspondences emerge from the parallel investigation of fund accounting practices in
Italian entities until the late nineteenth century and in the contemporary U.S. public sector. The
analysis attempts to interpret similarities and differences in light of dissimilar environmental features,
and wonders if the Italian tradition could have some explanatory capability on the U.S. present
standards. The “fund” concept and its use are strictly similar; they are founded on information
needs for governance and internal control. Contemporary requirements for democracy and
transparency, and opportunities coming from modern ICT tools bring U.S. organizations to be
accountable to the citizenry.
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Introduction

When facing an unusual practice accounting research-
ers is generally able to understand its logic, but they
could fail at finding its theoretical foundation and
actual origin; it may happen that interesting similarities
are found with other procedures at different places and
times. This is the case of a scholar investigating the
“fund accounting” practice which is typically used in
the U.S. public sector. It shows preliminary and final
accounts of a single organization divided into diverse
self-balancing accounts systems related to various activ-
ities or organizational units. The “fund” concept was
very familiar in the Italian accounting tradition, as
revealed by the early authors Angelo Pietra (1550–
1590) and Lodovico Flori (1579–1647); such concept
and its practical implementation were particularly
investigated, at the end of the nineteenth century, by
Fabio Besta (1845–1922). According to the cited
authors, this accounting practice had been in use for
centuries, particularly in non-business organizations.
As noted later in more detail, the fund can express
the entire or partial wealth of an organization, and
this is, anyhow, the subject of a single set of accounts.
Thus, we have as many sets of accounts needed as
there are.

Historical studies may derive at first from mere
curiosity about past events that can appear unusual
and stimulating. From a scientific point of view, in
general terms, they are founded on the belief that past

and present can be understood if properly located in
their periods of time. Present events can be explained
by the investigation of the past; similarly, historical
phenomena can be enlightened by their more recent
evolution. Over time, accounting history was a worthy
subject for many scholars in various countries. Very
often inquiries were devoted, on the one hand, to the
practices and theories in single countries, on the other,
to sole bookkeeping techniques and financial statement
preparation. In recent times, a so-called new account-
ing history emerged; it can be viewed as a research
stream that can enrich, rather than oppose, the tradi-
tional one (Carnegie & Napier, 2002; Keenan, 1998;
Miller, Hopper, & Laughlin, 1991). It has been claimed
that this kind of study needs a broader international
view, so it could be ascertained if, and to what extent,
accounting innovation arisen in a given environment
could have spread in different places and times.
Carnegie and Napier (2002) propose an extension of
the comparative approach to historical studies—
Comparative International Accounting History, CIAH
—, that investigates both similarities and differences in
accounting techniques and theories in various countries
(Gernon & Wallace, 1995; Grew, 1980; Nobes & Parker,
2000). Building on the asserted social nature of
accounting practices (Carnegie & Napier, 1996;
Hopwood, 1983; Napier, 1989), attention is devoted to
the features of the environment and the social phenom-
ena that can promote or hinder the rising of the con-
sidered accounting innovations (Briston, 1978; Johnson
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& Caygill, 1971; Scorgie & Capitanio, 1997; Walton,
1986). Therefore, those kinds of inquiries contemplate
accountancy theory and practices as they are located in
the social setting in which they emerged and grew.
Historical comparative research can be synchronic or
parallel, since a given moment or period of time in the
past is considered as a reference point. Diffusion stu-
dies investigate “how accounting techniques (. . .) and
concepts are transferred from one society to another”
(Carnegie & Napier, 2002, pp. 695–696).

In this research setting, it seems relevant to iden-
tify and compare certain accounting practices,
related to different times and places, that are equally
peculiar and similar each other, so that we can
investigate whether the early routines can help in
explaining the present ones.1 The confirmation of
the existence of strong similarities will raise the
query of whether a conceivable historical relation-
ship could be found or the two phenomena are not
connected at all, and the observed accounting beha-
viours have completely autonomous origins. In both
cases, another query concerns common environ-
mental features that could have shaped, affected, or
facilitated those practices. The present research is
focused on the above-mentioned comparison and
its utility for the better understanding of the con-
temporary world; it can also be the starting point
for a first reasoning on some plausible historical
relationships.

This study can be of interest for business scholars
as it tries to contribute to the knowledge on fund
accounting present practices in the U.S. public sec-
tor. The article intends also to deepen the familiarity
with the Italian accounting tradition as it is revealed
by some early Italian accounting thinkers and parti-
cularly by the scientific work, strongly rooted in
historical inquiries, of the scholarly master Fabio
Besta.2 The investigation will be carried out on a
comparative basis, and in that way, it can help in
strengthening the CIAH stream of research. The
present article can also be of interest in that it
tries to discover some connections between coun-
tries—the U.S.A. and Italy—that most often are seg-
regated from each other in historical accounting
studies. Moreover, its interest may lie in that it
operates in the little explored field of public sector
accounting and accountability evolution (Carnegie
& Napier, 2012).

In light of the aforementioned remarks, the pre-
sent article investigates whether and to what extent,
the early accounting behaviours revealed and
explained by Fabio Besta and other Italian thinkers
could help in better understanding of the current U.

S. fund accounting practices. In more detail, we can
now formulate some operational objectives
expressed below by the following questions:

Q1, what can be said about the fund accounting
concept and its operation in the Italian early prac-
tices revealed by Pietra, Flori, and mainly Besta?
In which historical settings do they emerge and
flourish?

Q2, what are the fundamental features of fund
accounting in the U.S. public sector current prac-
tices and its environment?

Q3, are we able to identify similarities and differ-
ences between the two, and if so, to connect them
with the related main socioeconomic features?

Q4, are the results of the above comparison likely to
allow the deepening of fund accounting underpin-
ning rationale, so as to significantly help in under-
standing the current U.S. practices?

The present research is based on a comparative
design (Bryman & Bell, 2007), whereas the situa-
tions being compared are placed in different histor-
ical and cultural settings. The necessary data come
from available documents, related to the investi-
gated phenomena. The work’s originality consists
of the connected reading of the early Italian texts
and the modern North American ones. The books
by Pietra and Flori are manuals which provide
instructions on how to keep the accounts of the
monasteries. In its main work, “Accountancy”—in
Italian La Ragioneria (1922)—Fabio Besta presents
the main contents and results of his historical stu-
dies, which lasted throughout his life, and its gen-
eral accounting theory deep-rooted in those studies
(D’Amico & Palumbo, 2011; Giannessi, 1980;
Perrone, 1986; Pezzoli, 1986). The contemporary
American fund accounting practice is regulated by
the U.S. Generally Accepted Accounting Principles
for State and Local Governments—GAAP for
Governments—, whose analysis and interpretation
is aided by the reading of the widespread and all-
embracing presentation made by Warren Ruppel
(2013).3 These documents are analyzed in their con-
tents, according to the hermeneutic circle concept,
by means of which the search for the hidden mean-
ing is based on the constant movement from the
understanding of the text as a whole to the clarifica-
tion of its parts, and vice versa. More precisely, the
analysis is carried out by means of the identifica-
tion, designation, and classification of relevant con-
cepts and techniques, so as to be able to identify
meaningful categories and shape grids of analysis
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(Myers, 2009); the subsequent comparison is fina-
lized to recognize similarities and differences.
Thereby, it will be possible to reason on correspon-
dences that stay together with various socioeco-
nomic contexts and differences that can, or cannot,
be explained by dissimilar environmental features.

The Fund concept and its accounting in the Italian
tradition

The Italian history of accounting is mainly con-
nected with that of the monasteries, located at that
time throughout Europe 4 (Amaduzzi, 2004). In fact,
if Luca Pacioli (1445–1517) was a Franciscan friar,
the major Italian authors of later centuries were also
religious: Angelo Pietra a Benedictine and Lodovico
Flori a Jesuit. For centuries, monasteries were cen-
ters of spirituality and culture; they also had to meet
the needs of large communities of religious citizens
and to manage their vast estates and related agricul-
tural production. Unlike what usually happened in
small businesses in the Middle Ages and the
Renaissance, where the owner was at once the
administrator, Angelo Pietra faces the problem of
how to control organizations not based on single
or few persons and to give account to superiors.
The book “Address of Bursars”—in Italian
Indirizzo degli Economi (1586)—has an educational
aim; in it Pietra explicitly excludes dealing with
banks and trade: He only describes the kind of
“Double Book” named “Noble Book”—in Italian
Libro Nobile—only used by those living from their
annuities and namely by monasteries. Finally, he
also proposes the extension of the described
accounting system to a public entity, such as the
Duchy of Mantua. Three inventories have to be
used; the first is focused on real estate and related
herds; the second is on movable property and its
consignees; the last one is on “notes”—in Italian
effetti—namely, cash, receivables, payables, and
goods in stock. Just the “inventory of notes” is
dealt with in the Noble Book; in other words, the
subject of the double-entry accounting system is the
working capital. Conversely, movable and immova-
ble property are not recorded at all in that book.

Lodovico Flori explicitly continues the work of
Pietra; similarly to the latter, he turns his attention
to the administration of the religious establishments
and, more precisely, to the houses and colleges of
the Society of Jesus in the Kingdom of Sicily. In his
“Treaty of how to take the home book with its
sample”—in Italian Trattato del modo di tenere il

libro doppio domestico col suo esemplare (1636;
Centorrino, 2008; Quattrone, 2006)—he states that
the overall goal of the accounting practice is “to see
how our affairs are and to give an account of
them”.5 Flori focuses on the noble book whose
upkeep is the responsibility of the “bursar father.”
The latter updates the ledger monthly, drawing on
the daily entries from the journal. Following Pietra’s
example, Flori proposes an incomplete accounting
system, whose subject matter is made up only of the
working capital, and where the fixed capital is not
taken into account. It is worth mentioning here that
Pietra and Flori were practitioners in their religious
communities, and consequently, their treatises
express both how accounting books had to be kept
in their opinion and, most importantly for our pur-
poses, how books were actually kept, at least in
some cases.

Besta develops his accounting thinking at the end
of the nineteenth century, when the first positivism
had been well established. He embraces the experi-
mental approach and founds his accounting theory
on historical investigation:

Because only by a large and conscientious observation
of facts belonging to different times and places and to
organizations of any nature we could induce, with
some hope, to grasp the truth. (Besta, 1880, pp. 74–75)

In fact, he spent most of his life in Venice,
between his academic chair and the archives of the
Most Serene Republic. He studied the early account-
ing books, as of the end of the fourteenth century,
relating to both public and private organizations
and investigated their evolution. The economic
world he observes is characterized by a relatively
slow economic development, small business enter-
prises, early municipalities, monasteries, and the
different administrations of the Italian states. The
new and more complex businesses of the late nine-
teenth and early twentieth century were bigger and
more dynamic than those hitherto known as they
turned to larger markets; but they continued to be
family-owned and to be governed by single indivi-
duals. Public administrations had to face new emer-
ging social needs; nevertheless, they still remained
organizations where the widespread feeling assigned
to public sector duties only related to the making of
public goods. Throughout the observed period,
accounting records were kept by hand and therefore
limited by the lack of skilled operators and by the
sheer quantity of article needed. (Amaduzzi, 2004;
Coronella, 2007; Palumbo, 2003).

INTERNATIONAL JOURNAL OF PUBLIC ADMINISTRATION 3



Fabio Besta’s argument builds on the whole entity
concept—or organization, in Italian: azienda—that
is defined as follows:

the sum of phenomena, businesses or relationships to
be managed, connected to an amount of capital that
stands alone, or to a single person, or to a family or to
any kind of associations, or even only a separate cate-
gory of those phenomena, businesses or relationships.
(Alexander & Servalli, 2011; Besta, 1922, vol. I, pp. 3–4;
Zan, 1994)

With regard to the theory of accounts, an entity is
viewed as a wealth to be managed; the self-balancing set
of accounts has firstly to disclose the status of this
wealth and its variations deriving from operations
related both to market exchanges and to internal pro-
duction processes (Besta, 1922; Bruni, 1996; Ceriani,
2006; Gabrovec Mei, 1995; Landis, Paglietti, & Pavan,
2012; Paglietti, 2009; Paglietti & Pavan, 2008).

The “fund” concept has a historical foundation:

The most serious concern of the honest rulers of
the public finances, at all times, was to get that the
funds were never lacking to pay the costs, which
were considered more relevant for the dignity,
honor and the welfare of the State. And it seemed
that the best way to achieve this intent was to
constrain to each of such payments the funds from
certain annuities or taxes; this was achieved by
guarding those funds in separate cases. (Besta,
1880, p. 51)

In the Republic of Venice, each case was assigned to
an official; payments were authorized even taking into
account the expected revenue for the related funding;
specific estimates and final accounts were thus kept. It
was observed that the large amount of records and
checks that they needed was a source of confusion,
thus the Senate ruled in 1724 “to study ways, if possible,
of reducing to one the many cases relating to public
finances.” The resolution was not performed due to the
Venetian government’s fears of a great accumulation of
authority in the hands of a single official.

In the second of the three volumes of his main book,
Besta works on the advantages coming from the iden-
tification and measurement of single funds, each of
them considered as a segregated wealth and an
accounting entity within the whole organization. He
defines the “fund” or “capital fund” as a “complex
subject of a system of accounts”:

We have many accounting systems; in each of them
its complex subject can be regarded as a fund, in its
general meaning. When the fund is the whole
wealth of the entity, we speak about a comprehen-
sive set of accounts; when the fund is a part of that
wealth, the set of accounts is incomplete (. . .) Such

a fund can always be viewed as being made up by
elements, one or more, that can be just assets or
just liabilities or partially assets and partially liabil-
ities. (Besta, 1922, vol. II, pp. 293–294)

As an entity is a sum of phenomena, but also solely a
separate category of those phenomena, its wealth can be
regarded as a whole or in its parts. Capital fund is thus
defined as the set of items of the whole wealth of the
organization or of a part of it. The modern reader could
be surprised when considering that the author con-
tinues by asserting that “entities that do not have com-
prehensive accounting systems are much more
numerous.” In this case, we are talking about incom-
plete or partial equity systems 6 that can have a diverse
nature and extent. An entity can have just one of them
or several at the same time. In general terms, the sub-
ject of the set of accounts is the whole wealth; when the
organization runs a few incomplete systems, the whole
capital fund has to be split up into many segregated
funds. This action is framed by the author in a broader
technique called “differentiation” of the accounting
systems, by which “a complex system is divided into
two or more having a lesser extent.” In this way, it is
possible to have a better understanding of the changing
of wealth as a management base:

Differentiation of accounting systems means to
divide a complex system into two or more of a
lesser extent; such a division is advisable whenever
the fund can be divided into two or more funds,
each of which has a separate operation and it is
opined that the segregation of the sets of accounts
can give to management faster and more reliable
information on each fund and related operation.
Differentiation of accounting systems is very com-
mon when the central state, large municipalities, the
greatest public bodies and some big private enter-
prises establish new distinct businesses or autono-
mous enterprises that utilize separate sets of
accounts. (Besta, 1922, vol. II, p. 357)

An interesting class of incomplete accounting
records ignores the fixed asset value—e.g., farms and
homes; it opens accounts just for money or even stocks,
receivables, and payables. Examples of this type, related
to the so-called “changeable or working capital,” are
proposed by Besta explicitly working on previous
accounting theories by Pietra and Flori.

While it is always possible to “decompose a given
self-balancing set of accounts into two or more smaller
systems also self-balancing,” it is also possible to put in
place the reverse, called “integration.” In fact “one
could consider it appropriate to merge two or more
incomplete sets of accounts that are similar into just
one” (Besta, 1922, vol. III, p. 212, vol. II, p. 356).

4 A. PAVAN ET AL.



Fund accounting in GAAP for governments

The Anglo-Saxon approach to financial accounting
has always been based on equity and its variations
(Bailey, 1973; Braden & Allyn, 1963; Viganò, 1996).
The public sector organizations frequently make use
of fund accounting (Allen, 2002; Freeman, Lynn, &
Shoulders, 1998; Granof & Wardlow, 2003; Jones &
Pendlebury, 2000; Kerrigan, 1969; Norvelle, 1994;
Pavan & Reginato, 2012; Ricci, 2006; Rutherford,
1983; Tommasetti, 2008; Vatter, 1947).7 This is
because the enactment of only one accounting sys-
tem is believed to be inadequate when dealing with
very large organizations, such as central states. The
establishment of specific funds can be free or
required by law. In the second case, reporting enti-
ties with independent accounting systems are
defined in terms of identified information needs. It
follows that any organization may establish a vari-
able number of funds on the basis of the informa-
tion considered to be of use; consequently, the
whole administration is divided into corresponding
self-balancing sets of accounts.

Jones and Pendlebury (2000) present a local
authority whose accounting system is divided into
a general fund, a municipal housing fund and a
fund for the trust management of bequests and
donations. The fund accounting technique shows
an unprecedented development in the USA. The
spread of fund accounting dates back approximately
to the 1920s. We are dealing with the administrative
apparatus of the today most powerful state in the
world that has to face domestic pressure for trans-
parency and involvement—accountability— and
external pressure, both competitive and military.
The available technical tools are made by the most
sophisticated telematics technologies. The theoreti-
cal basis of U.S. fund accounting is deep-rooted in
the thought of William Joseph Vatter (1947). The
fund concept includes the segregation of assets for
given purposes, the operations and the service
potentials that pertain to those assets. “The empha-
sis of establishing funds is upon the definition of
areas of operation, not upon legal or other form of
personality” (p. 39). Two reasons are given in sup-
port of fund accounting: the inadequacy of business
principles for non-profit organizations, and the need
to ensure compliance to restrictions that character-
ize the public sector administration. This technique
was considered by its critics to be a useful tool for
internal control purposes, but unable to provide a
general overview of the financial position (Anthony,
1980). Accounting standards for the U.S. public

sector are currently issued by the GASB who is
continuing the work of the previous National
Council on Governmental Accounting, NCGA,
which published the first collection of accounting
principles for municipalities in 1934. The Generally
Accepted Accounting Principles—GAAP—for
Governments are addressed to states and local gov-
ernments, various public authorities and so on.
Although not directly applicable, they also form
the foundation on which standards for the federal
level are defined (Tierney, Kearney, Fernandez, &
Green, 2007).

The Concept Statement 1, Objectives of Financial
Reporting (GASBCS 1), issued by the GASB in 1987,
deals with public environment features, public
report users and purposes (Ruppel, 2013). Public
environment is characterized by electoral represen-
tation, so that the government has its ultimate foun-
dation in the citizenry choice. The relationships
between the services rendered and their financing
are unfamiliar for those who usually deal with busi-
ness enterprises, in that the former is based on
taxation and is not directly related to the second.
In the political process, citizens would like to max-
imize the received services and minimize tax levy-
ing. “These conflicts are handled by politicians
whose relatively short terms in public office encou-
rage the use of short-term solutions to long-term
problems.” In particular, they have an interest in
providing services immediately and postponing or
deferring payment of any expenses incurred. For
this reason, it is appropriate that the accounts
show clearly whether the running costs are funded
with non-recurring income or long-term debt. In
this context, the use of fund accounting, mandated
by law or voluntary, is grounded in the need to
control the use of resources and to inform the
users of financial statements.

The GASBCS 1 identifies three groups of users of
financial statements: (a) the citizenry—who are at
the same time taxpayers, voters and service recipi-
ents—, media, advocacy groups, and public finance
researchers; (b) members of elected assemblies, offi-
cials of the executive, and oversight bodies; (c)
investors, lenders, rating agencies, and financial
institutions. The role of citizens and elected assem-
blies is obviously very peculiar when we compare
the public with the business environment; this has
relevant implications with the reporting process that
is heavily affected by the needs of the users. Due to
the peculiar relationships between public organiza-
tions and the citizenry, financial reporting in the
public sector is heavily characterized by the
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accountability and inter-period equity concepts. The
former is strictly related to the right to information
that citizens have as voters and taxpayers; it is the
leading tool towards efficient and effective opera-
tions. The GASBCS 1 describes accountability as
the cornerstone of all reporting government activ-
ities which have to justify the use of resources. The
second indicates that the current generation of citi-
zens should not be able to shift the burden of pay-
ing for current-year services to future-year tax-
payers. Yet, the particular relationship with the pub-
lic requires that the information provided by the
statements be easily understandable and useful.

The GASB Statement 14 is entitled “The financial
reporting entity” (1991). The starting point to identify
those that have to give an account is the legal entity.
State and local governments exist by themselves, but
very often they establish autonomous business units
with which they have relationships not necessarily
based on shareholding. This makes it clear that the
fundamental concept is accountability: The elected offi-
cials are accountable to citizens for operations carried
out by the government and the connected component
units. The report users should be able to distinguish
between the results of the two.

The financial reporting entity consists of (a) the
primary government, (b) organizations for which the
primary government is financially accountable, and (c)
other organizations for which the nature and signifi-
cance of their relationship with the primary govern-
ment are such that exclusion would cause the reporting
entity’s financial statements to be misleading or incom-
plete (Ruppel, 2013).

The definition of fund accounting dates back to the
NGCA Statement 1→

A fund is defined as a fiscal and accounting entity with
a self-balancing set of accounts recording cash and
other financial resources, together with all related
liabilities and residual equities or balances, and changes
therein, which are segregated for the purpose of carry-
ing on specific activities or attaining certain objectives
in accordance with special regulations, restrictions, or
limitations. (Ruppel, 2013, p. 40)

The fund is therefore a separate accounting entity,
which does not express an independent legal organiza-
tion, but is used only for accounting and reporting. It is
the subject of a self-balancing set of accounts, which
ends with the final state of the fund—balance sheet—
and an account of fund changes—operating statement.
The balance sheet does not always present all the usual
items typically present in private sector business finan-
cial statements. As we will see in more detail later,
when dealing with governmental funds, we do not

find both fixed or capital assets and long-term debts.
The difference between assets and liabilities is the fund
balance.

Fund accounting implements the wealth segrega-
tion according to different wealth purposes, so as to
allow better control over the collection and proper
use of resources. It is an opinion that in this way, it is
possible to minimize the risk of overspending and
unclear information. According to these principles,
in the past, different bank accounts were used, but
this practice is considered no longer compatible with
the complexity of contemporary administration. We
have already said that fund accounting can be free or
mandatory, according to laws or regulations related to
specific resources: Organizations can have few or
many funds, depending on their information sensitiv-
ity or control needs. American public sector organi-
zations have been characterized by huge
fragmentation and a lack of overall vision for a long
time. Thus, in 1999, the GASB Statement no. 34—
GASBS 34—“Basic financial statements and manage-
ment’s discussion and analysis for state and local
governments” was issued. The fund accounting gen-
eral approach having been confirmed, and it gives an
overall picture that is now secured in the govern-
ment-wide financial statement.

Funds are classified into three major groups: (a)
governmental funds; (b) commercial funds—proprie-
tary or business-type funds—; and (c) fiduciary funds.
Regarding the former, the general fund is unique to
each administration as it holds resources for the general
business and, as a residual, all those who have no
specific destination. Special revenue funds pertain to
distinctive purpose resources; very often they come
from the federal or state level of government.
Proprietary funds relate to publicly owned enterprises
or to internal service activities. Fiduciary funds pertain
to resources that are administered on behalf of third
parties, such as those relating to the social security
treatment of employees.

U.S. fund accounting is founded on two main recog-
nition criteria: the basis of accounting and the measure-
ment focus. The former refers to when a transaction is
detected. The modified accrual basis of accounting is a
criterion intermediate between the cash and the accrual
ones and is of great relevance for the present analysis. It
is peculiar to the governmental activity and its features.
Its main characteristic is that revenues are recorded
when they are “susceptible to accrual,” that is when
they are both measurable and available to face current
outflows. The measurement focus concept, connected
to the modified accrual basis of accounting, is related to
the flow of current financial resources. The balance-
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sheet of governmental funds typically exposes the cur-
rency available in the near future, that means: cash,
receivables, inventories, prepaid items, payables,
deferred revenues for payments received for future tax
levying; as we already said, we do not find fixed assets
and long-term liabilities. The operating statement dis-
closes variations in every item of the fund; revenues are
made up of increases in net-assets available to spend,
expenses by decreases. It is noteworthy here that the
purchase of a capital asset diminishes currency, while a
new long-term debt increases it. Proprietary funds are
accounted according to the accrual concept; the mea-
surement focus is on the flow of economic resources.
The accrual basis of accounting and the related flow of
economic resources are used in the government-wide
and business-type financial statements. The modified
accrual basis and the related flow of current financial
resources are used in governmental funds.

Comparative analysis

The above enquiry shows the Italian tradition of
fund accounting until the end of the nineteenth
century and the U.S. present practice. With refer-
ence to his time, Besta asserts that accounting in
modern states is now based on the principles of the
money custody separation from the power of dispo-
sal, as well as the unity of the treasure; the second
then gave rise to the uniqueness of the budget and
final accounts. The fund accounting practice is then
considered to be outdated; it should perhaps be
taken into consideration as being more effective in
preventing the natural growth of spending (Besta,
1880). According to Anthony (1980, p. 84),

Until the 1920s, nonbusiness accounting was
approximately the same as business accounting
(. . .). In the 1920s, nonbusiness organizations, par-
ticularly municipalities, became enamored of the
concept that is now called fund accounting, and
this led to the schism that persist today.

Within approximately 40 years, the considered
practice seems to have moved from one country to
another.

In Italy, fund accounting seems to have been used
mainly in non-commercial organizations. The econ-
omy of the fifteenth to the early twentieth centuries
is characterized by a relatively slow development;
public and nonbusiness entities are small in size
and operate simple economic activities; accounting
is oriented toward internal control and accountabil-
ity to superiors. Available technical means are ele-
mentary. Besta’s theory summarizes and brings to

fulfilment a century-old tradition. Emphasis is
placed on the fund concept; it is the complex sub-
ject of a set of accounts and can be viewed as the
whole wealth of an organization or as a part of it;
consequently, we can have comprehensive or incom-
plete accounting systems. An entity can keep under
control just the wealth which can be stolen or other-
wise be dispersed, that is to say the changeable part
of it: particularly money, stocks, receivables, and
payables. Via the differentiation technique, the com-
plete accounting systems are split into two or more
ones of a lesser extent. Building on the aforemen-
tioned assumptions, it is possible to label environ-
mental features and conceptual categories exhibited
in Table 1.

The fund accounting technique flourishes in the
Anglo-Saxon accounting environment, traditionally
focused on the entity’s wealth; it shows an unprece-
dented development in the USA over the last cen-
tury. The contemporary U.S. setting is politically
and economically advanced; public sector organiza-
tions are large and complex; they have to face com-
petitive environment and strong pressure for
transparency. Advanced ICT tools allow previously
unthinkable processing. The accounting theory is
rooted in a detailed idea of the public sector that

Table 1. Italian tradition: Environmental features and concep-
tual categories.
Label Brief description

Environment
Historical period Late XIV, early XX centuries
Kind of organizations Public/nonbusiness organizations: minimal

duties; need for internal control
Technology Hand-made accounting
Accounting background Equity-based accounting system; from

personalistic theory to value accounting
Conceptual categories
Entity Organization: sum of phenomena connected

to an amount of capital or a separate
category of those phenomena

Fund The whole wealth of an organization—
complete fund—or a part of it—incomplete
fund; the complex subject of a set of
accounts.

Information need Internal control: focus on verification;
accountability to superiors

A particular subject of a
set of accounts

Changeable/working fund: Accounts are
opened just to money, stocks, receivables,
and payables.

From the whole to the
part, and vice versa

Differentiation: The splitting of a complex
accounting system into two or more ones of
a lesser extent, that is particularly used in
public sector organizations.
Integration: The merging of few similar
incomplete accounting systems; the
integrated fund can derive from the
combination of wealth pertaining to
separate legal entities
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considers the nature of its processes, its actors, and
the need for both, sound use of resources and
accountability to citizens. According to Vatter, the
fund concept is founded on the segregation of assets
and its service potential. GAAP for Governments
are currently issued by the GASB and refer to public
authorities, mainly states and local governments.
The fund is a fiscal and accounting entity, with a
self-balancing set of accounts; it records cash and
other financial resources and is segregated for spe-
cific activities and objectives. Its use ensures rigor-
ous internal controls, compliance with restrictions
that characterize the public sector administration,
internal and external accountability. The reporting
entity is defined according to both the legal status
and the economic autonomy; its utility for decision
making and accountability discharging emerged
later in the fund accounting practice. The balance-
sheet of governmental funds shows the flow of cur-
rent financial resources, namely the currency avail-
able in the near future: cash, receivables,
inventories, prepaid items, payables, deferred reven-
ues for payments received for future tax levying.
The financial statements of the various accounting
systems are consolidated into a general one, pertain-
ing to the whole organization. Building on the fore-
going assumptions, it is possible to label the

environmental features and conceptual categories
exhibited in Table 2.

The proposed comparison is not an easy one. The
Italian tradition we described has developed over a
period of about four centuries, from the late fif-
teenth to the late 1800s. GAAP for Governments
have continued to evolve and to be implemented.
Table 3 shows that, except for the accounting back-
ground in both cases equity based, very dissimilar
environment features coexist with similarities in
conceptual categories. The environments observed
are very different from the historical, political, tech-
nical, and economic points of view. Italian organi-
zations were not large in size and complexity; they
acted in environments where the economic and
technological development was relatively slow. The
United States is the most powerful country in a
globalized and constantly evolving world. The U.S.
public organizations have thus to react to the inter-
nal and external demands for an affluent society,
strongly committed to the global scenario. In the
first case, technology was still in the “quill”; in the
second, they have the most advanced ICT tools at
their disposal.

In the periods under observation, the Italian cul-
tural environments had not as yet expressed social
curiosity and inquiries about the economic perfor-
mance of organizations of all kinds; accounting sys-
tems could thus ignore external information needs
and were only focused on internal control. Claims
for accountability occurred in organizations not
aimed to profit and in larger firms, but only given
to superiors and therefore internal in nature. In
monasteries, a need for control emerged limited to
the changeable part of the capital. In the Republic of
Venice, and in the small public entities of the
Middle Ages and the Renaissance, business had to
control specific activities, to fund them adequately,
to curb the natural tendency to increase spending.

Table 2. GASB, GAAP for governments: Environmental features
and conceptual categories.
Label Brief description

Environment
Historical period From the 1920s until today; society and

economy globalization
Kind of organizations Public organizations. Leading world state

after World War II; large duties; pressure for
accountability to the citizenry

Technology Advanced telematics
Accounting background Anglo-Saxon equity approach; public fund

segregation
Conceptual categories
Entity Reporting entity defined in legal terms and

economic autonomy; useful for decision-
making processes and accountability

Fund A fiscal and accounting entity, with a self-
balancing set of accounts, recording cash
and other financial resources, segregated for
specific activities and objectives

Information need Internal control; accountability to superiors;
accountability to citizens

A particular subject of a
set of accounts

The balance-sheet of governmental funds
shows the flow of current financial resources,
namely the currency available in the near
future: cash, receivables, inventories, prepaid
items, payables, deferred revenues for
payments received for future tax levying

From the whole to the
part, and vice versa

The financial statements of the various
accounting systems are consolidated into a
general one, pertaining to the whole
organization

Table 3. Comparison between Italian tradition and GASB, GAAP
for governments.
Label Brief description

Environment
Historical period Very dissimilar
Kind of organizations Very dissimilar
Technology Very dissimilar
Accounting background Similar
Conceptual categories
Entity Similar
Fund Similar
Information need Similar, limited to internal

control
A particular subject of a set of accounts Similar
From the whole to the part, and vice
versa

Similar, but with different
direction
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At the beginning, they put into effect the material
separation of monies, and at a later time, they
implemented the segregation of accounting systems.
The concepts of “fund,” “incomplete accounting sys-
tem,” and “fund accounting” are closely linked to
the described phenomena. The highly developed U.
S. society requires information and transparency.
Fund accounting advances for both internal control
and external—democratic—accountability purposes.
Looking at governmental activities, only the change-
able part of the wealth is focused on; in business
activities, all the entity’s wealth is under
observation.

We can say that, although with some differences,
in both the U.S. and Italian cases the accounting
background was founded on the prominence of the
equity notion. With regard to the ideas and techni-
ques specifically under comparison, the definitions
and scope of the “organization” and of the “report-
ing entity” are similar but not identical. Primarily,
the relevance of the theoretical concept is different.
The former is presented by Besta in the early pages
of his book: It is the cornerstone on which what
follows are based; the latter is defined by GASB in
Statement 14 and discussed by Ruppel in chapter 11:
The “reporting entity” is certainly a significant con-
cept, but it is not the starting point of the account-
ing rules. And yet, in both cases, a need for an
entity seems to emerge, to which it is possible to
relate a wealth, a set of operations, a management
and reporting activity.

In Besta’s thinking, fund accounting is useful for
management and control purposes, in GAAP stan-
dards also, and maybe especially, for reasons related
to accountability toward citizens. Besta’s notion of a
“changeable” fund is here of special interest: The
subject of the set of accounts is what we now call
the net working capital; this concept was already
presented in the sixteenth and seventeenth century
by Pietra and Flori. Reasonably, control needs in
monasteries were not connected with properties
and other fixed assets, while they did not make use
of long-term liabilities. GAAP for Governments deal
particularly with the recognition of revenues deriv-
ing from tax levying. This is a very peculiar topic,
unknown in the business world and not dealt with
by the considered Italian authors. GASB’s standards
define later the “measurement focus” concept and
apply it to the “accrual” and “modified accrual”
environments. The dynamic notions of economic
resources flow, in the first case, and flow of current
financial resources in the second can be related to
those of complete and changeable funds and their

variations. Despite the significant difference in the
recognition of revenues, the North American rela-
tionships between assets and liabilities of the current
period seem to be very similar in its own essence to
the changeable fund described by Besta as typical of
the previous Italian accounting tradition.

Concluding observations

The present research originated from an initial per-
ception of similarities between the historical
accounting Italian tradition attested by Pietra,
Flori, and Besta and the contemporary U.S. GAAP
for Governments, with regard to fund accounting.
This first intuition was compared to the historical
theories that investigate the links between account-
ing and corporate events of different periods and
countries, and between these events and the envir-
onmental variables in different contexts. Working
on the comparison between different cases, some
research questions are posed, for instance, about
the possible spread in various countries of the
accounting innovations that arose originally in one
place. In this research, an early accounting practice,
dating back to the Middle Ages and the Renaissance,
was compared with some U.S. procedures that
developed after World War I. To this end, the avail-
able documentation was analyzed; specific consid-
eration has been devoted to Besta’s seminal book
“Accountancy” and to the relevant GASB’s state-
ments and standards. Aware of the profound differ-
ences in the nature of the two corpuses under
inquiry, specific analytical contents have been inves-
tigated and examined, always bearing in mind each
overall scope. Similarities and differences have
emerged from the comparison, and their meaning
was explored in light of the environmental features.
It is therefore now possible to try to give answers to
the specific questions asked at the beginning of the
present article.

With regard to the first—Q1—the analysis of
Besta’s work, in light of the previous ones by
Pietra and Flori, reveals that the “fund” concept is
pivotal in his thinking and derives from a relevant
earlier tradition. The entity’s comprehensive fund
can be split into two or more partial funds; conse-
quently, complete accounting systems can be “dif-
ferentiated” into one or several partial systems. A
partial fund can be limited merely to the “change-
able capital” when this quantity is the only one that
is seemingly necessary to be kept under control.

With regard to the second—Q2—the inquiry
shows that fund accounting is at the very core of
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U.S. public sector administration, in line with a
related tradition of the Anglo-Saxon world. A fund
is a fiscal and accounting entity, useful in dealing
with information and control needs; it is something
segregated from the whole organization. In relatively
recent times, an overview is obtained with the defi-
nition of the reporting entity and the enactment of
the government-wide financial statement. The mea-
surement focus concept, added to the basis of
accounting one, allows a fund to be related only to
the current financial resources, mainly cash, recei-
vables, inventories, prepaid items, payables, deferred
revenues for payments received for future tax
levying.

The inquiry shows that the two cases being com-
pared are related to very different environments, so
that the arisen similarities and differences have to be
properly interpreted—Q3. The analyzed corpuses are
very different; the first presents the Italian tradition
that has developed over four centuries; the second
presents an evolving body of accounting standards,
pertinent to the contemporary U.S. public sector. In
both cases, we can observe a common regulatory
purpose about the accounting practice. There is no
doubt that the identified concepts and techniques
are so close as to be considered variants of the
same idea; they can be considered as part of an
evolutionary perspective. It is the case when dealing
with the “fund” notion. In Besta, it is firstly con-
sidered in the broader extent and secondly differen-
tiated; in GAAP for Governments, it is originally
viewed in a narrower size and then consolidated.
In both cases, it is a wealth that can be identified
and segregated in large organizations and has to be
well known for managerial and control purposes.
Similarly, the changeable fund and the flow of cur-
rent financial resources can be easily related to a
unique idea. In both cases, the only subject of the
set of accounts is a kind of net working capital, as it
is the only quantity in which people are interested
in knowing its status and variations.

About the last question—Q4—, the conceptual
connections lead us to believe that the deepening
of the Italian accounting tradition and mostly of
Besta’s theories has a significant explanatory nature
about the described contemporary U.S. practices. In
both cases, limited to the information needs of gov-
ernment and control, reasons of the same nature
suggest the adoption of fund accounting and its
diverse shaping in nonbusiness and public sector
organizations. Environmental differences seem able
to explain dissimilarities, such as the prevailing dif-
ferentiation in Besta and integration in GAAP, the

different degree of detail, and mainly the evolution
toward the external—democratic—accountability.

In light of the above answers, the “fund account-
ing” practices of the Italian tradition and the con-
temporary U.S. public sector show surprising
similarities. They may have been formed in a com-
pletely unconnected way, in response to similar
needs to curb the increase in spending and to pro-
tect the entity’s wealth. In the U.S. case, concepts
and techniques have evolved, according to different
environment features. We cannot even exclude,
however, that there could have been a historical
continuity between the early Italian and the present
North American practices. Bearing in mind that
double-entry bookkeeping originated primarily in
Italy and later spread all over the world, a historical
relationship could have been occurring mainly
through the accounting routine, but also via the
international circulation of the works by Pietra,
Flori and Besta, or their summaries and other
works in different languages which got lost.8 It is a
captivating hypothesis to be investigated in future
research.

Notes

1. Correspondingly, in a recent article on the IASB/
FASB accounting standards, Macve (2010) invokes
the authority of Luca Pacioli in support of his theses
concerning the objectives of financial accounting.

2. The academic relevance of the latter has recently
been proposed again to international audiences by
Sargiacomo, Servalli, and Andrei (2012).

3. Ruppel’s book is updated every year and is generally
considered as a valuable source of information on
the topic (Hou, 2003; Mulazzani, 2002; Pozzoli,
2005; Van Lent, 2012).

4. In dealing with the fall of Rome in 476, Jacob Soll
says “its heir, the Catholic Church and its massive
monasteries, continued to administer land, goods,
and payments through basic accounting and audit-
ing.” (2014, p. 7).

5. According to B.S. Yamey “Lodovico Flori was the
author of one of the most interesting and sophisti-
cated of the early treatises on bookkeeping and
accounts” (2012, p. 13).

6. Again on the topic “The application of the double entry
method to incomplete equity systems of every kind is at
present, and it was in the past, a very common practice of
the bookkeeping art. In fact, I dare say that, except for
collective enterprises, very few business entities applied or
apply at present that method to complete equity systems”
(Besta, 1922, vol. III, p. 144).

7. The fund accounting practice in England was known
by Besta who writes “revenues were divided into three
funds the Aggregate fund, the General fund and the
South sea fund, each one aimed to specific outlay
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categories; balances of the three funds, after the pay-
ments of the related expenses, had to be collected in a
fourth fund aimed at extinguishing the debts (Sinking
fund).” As mentioned earlier, public monies were gath-
ered “in 1816 only in a fund called consolidated fund,
and the unification was accomplished when the treas-
ury services were delegated to the Bank” (Besta, 1880,
pp. 57–58).

8. The hypothesis is consistent with that given by Besta
about the first spread of the double-entry method (vol
III, pp. 360–391), duly cited by Sargiacomo et al. (2012,
p. 256).
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