About Quicklook at Accountancy
t is said that money makes the world go round.
It is vital to almost any organisation or individual. Accounting for it is important and accountancy, in some form, is nearly as old as money itself.
Accountancy is without doubt one of the leading
professions. It represents a significant part of the
economy and has international scope.
In this very readable book, experienced accountant Mark Etchells takes you to the heart of this
complex subject and makes it clear, without swamping you with detail. All of the basics are covered,
from the background to accounts, the key elements
of accounts and the ways in which they are used. It
explains that accountancy in its various forms is the
backbone of most types of organisation.
Tax looms large whenever money is being dealt
with. In a few pages, this book explains the key ways
in which the taxation process works.
Quicklook at Accountancy explains the structure
of the profession, the fascinating range of different
work undertaken by accountants, the different types
of accountant and how they train. Accountants work
in many different types of business. They perform
important functions in government and the public
sector.
Firms of accountants range from the very small to
the “Big four” firms which span the globe. The book
looks at how they operate.
The world of accountancy is changing fast. We
take a peek into the future.
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Chapter One

What is accountancy?

1

A

set of accounts is a system for recording financial information. It
operates like a filing system. Each “file”, or account, deals with a
particular subject.
Accounts are sometimes referred to as books of account, or, more simply,
“the books”.
Almost all organisations use money and need to keep track of it. They
therefore need to keep accounts.
Those who concentrate on working with accounts are often called
“Accountants”. This work can be very complicated and require demanding
qualifications. People who mainly deal with making entries into accounts
may not have these qualifications although it is responsible work requiring
attention and skill. They are often called bookkeepers.

Accountancy
Money is of such importance that Accountancy, the profession which
keeps track of it, has become one of the most prominent of all. Accountants work in almost all fields of activity, including all types of business or
public authority, trade unions, charities and everything else where money is
involved. Many accountants work within specialist firms of accountants and
provide services to a wide range of clients.
There are many types of accountant. The complexity of modern activity,
particularly in large businesses, means that the task of maintaining accurate
records relating to it is a demanding one. Most organisations have a Finance
Director, or Chief Finance Officer, who is responsible for this. External
accountants, working as “auditors”, check their work. Other accountants
focus on business planning, by creating financial models based on carefully
thought out assumptions. Business decisions, such as whether to extend a
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factory, or what to charge for a new range of products, can be based on their
work.
Other accountants concentrate on seeing how a business is performing. Most businesses try to anticipate the future by preparing budgets. As
time goes by, it is important to see if they are proving to be accurate. If not
action may be required, e.g. to reduce costs.
There is a legal requirement to ensure that businesses do not continue
to trade when they will not be able to pay their debts. If they cannot do so
they are insolvent. Specialist accountants, called insolvency practitioners,
deal with such problems. Even if a business is insolvent it normally still has
assets as well as liabilities (i.e. debts). Insolvency specialists can find themselves operating large, complex, enterprises for a considerable time in an
effort to maximise the sums available to creditors.
Tax is a large and extremely complex subject. Accountants, particularly in
the UK, have emerged as the primary advisers on tax matters.
Since accountants are closely involved with so many aspects of most
organisations they are in a position to gain a very thorough knowledge of
them. This puts accountants in a very good position to take over top jobs
within them. There is no upper limit to the career prospects for an accountant. Many Chief Executives are accountants.
Today accountancy is a significant part of the economy. In the UK
accountancy (including associated advice services offered by accountancy
firms) represents a significant part of the economy and employs 100,000’s of
people. Large firms, particularly the ones with big offices in the City, earn
significant sums from foreign clients which form part of the UK’s “invisible
exports”.
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Chapter Two

The development of
accountancy

2

T

he earliest discovered accounts are from Mesopotamia in the
Middle East (very roughly where Iraq is now). The earliest form of
record keeping was the use of tokens some 7000 years ago to measure how good farming had been. The use of tokens developed into marking clay to represent the tokens. Records dating back to circa 4000bc have
been found recording the income of the temples. The object was, as now, to
attribute value to transactions, record the accrual of wealth and allow taxes
to be levied. These remain primary objectives of accountancy.
In about 2400bc flat clay tablets were used to record values with the use
of symbols carefully maintained by scribes trained in literacy and numeracy
skills.
Roman records of revenues and costs have been found on papyrus, which
clearly show the importance of recording financial transactions in order to
maintain control of daily life in an integrated society.
The use of record keeping using simple accounts is mentioned in the
Christian Bible, in the Book of Matthew, in the Parable of the Talents.
The fact that accounting has long been fundamental to life can be seen
by the fact that in the Quran the Islamic law of inheritance defines exactly
how the estate is calculated after death of an individual. The complexity of
these inheritance laws led to the development of algebra (Arabic: al-jabr)
by medieval Islamic mathematicians. The solution to the Islamic law of
inheritance using linear equations is detailed in The Compendious Book on
Calculation by Completion and Balancing, Baghdad, c. 825. Moving to the
twelfth century, Latin translations of the “Book of Addition and Subtraction According to the Hindu Calculation” uses Indian numerals and introduced the decimal positional number system to the Western world.
It is generally accepted that Luca Pacioli’s book “Summa di Arithmetica”,
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written in 1494, is the first to describe double entry bookkeeping. Other
books and descriptions of accounting were written in Holland but it is
Richard Grafton’s book entitled “The Maner and forme how to keppe a perfecte reconyng, after the order of debitour and creditour” which is credited by
historians as introducing double entry book keeping into Britain in 1553.
In 1780 Josiah Wade founded the Tribe Clarke and Company accountancy firm in Bristol, which is the oldest firm to trace its continuous existence. The first public recognition of accountants comes in the Bankruptcy
Act of 1831. The Relief of Insolvent Debtors Act of 1842 created a new source
of work as it required debtors owing less than £300 to attach a statement
of debts when petitioning the Bankruptcy Court. The 1867 Companies
Act created work for accountants in a big way as this establishes the role of
Official Liquidator. It is ironic that the early work of accountants in Britain gained prominence from measuring and managing failures, rather than
reporting and rewarding success.
The Industrial Revolution caused an explosion of economic activity and
brought with it important developments in the ways in which expensive
and often risky new businesses were financed. There was a requirement for
large amounts of capital investment, so it was important to see where the
money went. Outside investors needed to be reassured about where their
money was going. The hope was to make a profit. Accounts were needed to
show if there was one, and if so, how much.
Government control of finance continued to be important in controlling
the economy and it was the 1879 Companies Act that required all banks to
have properly audited accounts and that of 1900 that required all limited
companies to produce an annual balance sheet.
World War 1 brought significant challenges and accountants played an
important role in managing companies and banks. Accountants assisted in
the control of costs in the production of ammunitions and the collection
of taxes to pay for them. In 1914 the National Relief Fund was formed and
accountants were important in managing this and getting funds to those in
need in society.
Much changed after the end of the Second World War. So far as company regulation was concerned, a comprehensive Act of Parliament passed
in 1948 heralded the modern era. Among the legal requirements were the
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About the author

M

ark Etchells is a Fellow of the Institute of Chartered Accountants for England and Wales. He qualified with Price Waterhouse,
one of the giants of the accounting world and worked for them
for eight years, primarily dealing with audit work.
Upon leaving Price Waterhouse, Mark worked for a number of businesses
in very different fields. This gave him very wide experience in subsidiaries of
larger concerns, new businesses, small businesses and large ones operating
internationally. The companies he worked for varied from manufacturing
companies to service sector businesses. He had experience of dealing with
practical problems relevant to each business sector and to the commercial
success of businesses in general. He also dealt with strategy and analysis of
business performance.
He worked for some years in the Middle East. As well as holding senior
positions in Arabic businesses he was treasurer of the Abu Dhabi rugby club
and the main Anglican Church in the United Arab Emirates.
Mark was some years the Finance Director of a company which sells,
develops and supports financial systems used by many businesses in the UK.
This gives him an insight into the challenges that they face at a time of rapid
change and financial uncertainty.

Quicklook at Accountancy

93

More titles in the
Quicklook series
You can find out more about our wide
range of titles at quicklookbooks.com

Quicklook at Police

Quicklook at Movies

The British police have pioneered
many aspects of policing. We explore
how and why and how the service is
shaping up to the 21st century. We
find out about the many different
skills and departments and how they
fit together.

This brings the world of film to
life as we explore the characters
that shaped and starred in it, the
technology which developed it, the
many different types of film and
the booms and busts of an industry
sometimes as dramatic as anything
on screen.

Quicklook at Pensions
This clear, layman friendly, book is a
must read for anyone looking for a
“spin free” guide to pensions.

Quicklook at Management
Every organisation needs to be
managed. Part art, part science, part
seat of the pants, there are many
approaches. This up to date book
covers the main ideas.

Quicklook at Education
This guide to the vital subject of
education covers the system from
pre-school to post graduate, exams
and qualifications, the teaching
professions and theories of learning.
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Quicklook at Business
This is the most comprehensive short
guide to the business world that you
are likely to find.

Quicklook at Marketing
Marketing affects us all. It is crucial to
business success. What is it and how
does it work? Experienced marketing
expert Patrick Forsyth unwraps its
mysteries. You launch a new product.

Quicklook at Defence
Defence is vital and often in the
news. How does it operate in a time
of new challenges and tight budgets?
Command a crisis operation.
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Quicklook at Human
Resources
This is a must for anyone interested
in a job or the world of work.

Quicklook at Accountancy
All of the basics are covered, from
the key elements of accounts and
the ways in which they are used.
Accountancy is the backbone of
most organisations. It is itself a huge
industry. We look at the main players,
how it works and the many career
options.

Quicklook at India
An emerging superpower, India
embraces many different peoples,
languages and religions. Nowhere
has older or deeper cultures, or so
much diversity.

Quicklook at Vets
Millions of us care for animals and
vets are familiar and reassuring
figures. Find out about the
tremendous scope of their work.

Quicklook at Flying
How has flying developed? How does
a plane work? What is happening in
aviation now? What will happen in
the future? What does it take to be a
pilot?

Quicklook at Property
Property (real estate) is the ultimate
base for wealth and the economy.
It comes in many forms. Many jobs
depend on it. Learn how the world of
property operates.
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There are over seven million dog
owners in the UK. Find out why we
share such a strong bond with our
canine companions.

Medicine provides more and more
remedies, often vital to life. What is
becoming possible? How is it done?
How does the body work? Find out
about the medical professions. Be a
GP for a day.
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Quicklook at Law

Wine is a luxury enjoyed by many,
but understood by few. This book
gets you to grips with the subject,
from grapes to glass.

English Law has spread its influence
to many countries. Why? How does it
work? How is it changing? How does
the legal profession operate? Get
inside a Court case.
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