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BY JILL MARIE KOELLING

igital imaging (DI) is no longer a new topic in the museum, library, and

archive community. In fact, the speed at which this technology has incorporated into our

culture rivals the invention of photography itself. Many institutions around the country are

already involved in DI projects or are in the process of seeking funding for them. Deciding to

embark on a DI project is the easy part. The desire to create better access to collection

materials is a goal we all share. Figuring out how to manage the project successfully is more

difficult. This technical leaflet is designed to help identify and answer the many questions

that surround DI projects.

D

Digitizing

Your

Collection



QUESTIONS TO ASK BEFORE YOU
START SCANNING

Is this project about access or preservation?

There are two main reasons to enter the digital
arena. The first and most obvious is to provide access.
By creating DI files we enable the use of our collec-
tions via electronic media online and on CD-ROMS.

Preservation is the other reason to start a digitization
project. However, it is important to recognize that a DI
file can never replace the original. Nothing can substi-
tute for the experience of seeing the original
Declaration of Independence. Even with today’s
advances in digital technology it is impossible to repli-
cate an original exactly. What we can do, however, is
give our patrons a better way to see the information
held in the original while at the same time limiting its
use. By creating a digital image of the original, we can
also stop the loss of information due to ravages of time. 

Access vs. Preservation — Time and Cost Implications

DI projects that are strictly access-driven are cheaper,
faster to complete, and require less storage space. They
result in smaller image files, which means less informa-
tion from the original is available in those files, and the
files offer fewer uses. Digitizing for access will not allow
for long-term preservation of originals because the
length of time the digital files will be useful is severely
limited by their size. Preservation-driven projects are
more expensive—sometimes considerably more—much
slower to complete, and require more storage space.
The result, however, is larger files that offer much more
information from the original for researchers, the possi-
ble retirement of original materials, and a hundred-fold
increase in the long-term viability of the files. Deciding
to digitize for preservation will, of course, not preclude
creation of surrogate files for access.

Another important consideration is the ability of orig-
inals to withstand handling. When the Nebraska State
Historical Society digitized the Solomon D. Butcher
photograph collection, the scans were generated from
6x8 inch glass plate negatives. The project also includ-
ed cleaning and re-housing the collection so every neg-
ative was handled sometimes two or three times. Most
of the more than 3,000 negatives had rarely been
touched since they came to the Society in 1915.
Preservation projects allow for effective retirement of
the originals. Considering the time investment either in
access or preservation projects, scanning for long-term
viability, i.e., preservation, is the wiser choice.

Outsourcing vs. In-House Production

The next decision is whether you or an outside orga-
nization will do the digitizing. There are advantages
and disadvantages with either scenario.

Hiring an outside vendor has several, often over-
looked, advantages. First, your institution will incur no
cost for purchasing equipment, or hiring new staff, and
will not add to existing staff’s already heavy workloads.
The vendor will be responsible for maintaining the
equipment or replacing it as technology advances. Your
staff can concentrate on what they already do best, cat-
aloging, i.e., metadata and access, without having to
learn how to make scanners accurately capture historic
photographic materials.

The disadvantages of hiring an outside vendor
include the difficulty of finding someone you trust!
Although organizations around the country are offer-
ing digitizing services specifically for museums and
archives, few have been in business long enough to
have earned a reputation for quality and reliability.
Another problem involves the delay in ascertaining
quality control of the files, especially if the vendor is
not working onsite. This potential lag in turn around
time could considerably slow the progress of your digi-
tization project. 

Doing the work internally is the practice favored by
many institutions currently involved in DI projects. In-
house production requires a tremendous up-front
investment in equipment, space, staff, and training. DI
technology changes so quickly that within five years
the scanner purchased for your project may be useful
for nothing more than a doorstop. And the amount of
time spent training staff to digitize the collections can-
not be reclaimed. Once your grant funded project is
complete it is hard to stop scanning, especially with an
in-house DI operation already established.

The real advantages to in-house production are the
ability to respond immediately to quality control prob-
lems and the fact that your collections do not have to
travel to the vendor. While some vendors will come to
your institution to do the digitization, and this elimi-
nates much risk to the collection, you must find space
for the vendor’s equipment and staff.

How to choose the right equipment

DI equipment comes in many shapes and sizes and
not all scanners and cameras are created equal. Below
is a list of specifications to keep in mind while determin-
ing which equipment to buy, whether the DI project is
for access or preservation. Access-only projects require
less resolution and less expensive equipment.
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Preservation projects require higher resolutions and
more expensive equipment. I cannot stress enough the
impact of handling original collection materials, so if
you are going to scan a collection, scan it once and scan
it right for longevity of the image file and protection for
the originals. Finally, when it comes to equipment, as
with most things in life, you get what you pay for!

Flatbed scanner technology has grown rapidly over
the last few years. Scanners are now available for less
than $100. However, such inexpensive scanners may
not create the best results. Look carefully at the type of
material you are going to digitize. Does the project
include photographic prints, negatives, or transparen-
cies? What size are the originals? If you are scanning
from manuscripts, are they typescripts or handwritten?
How small is the text? When scanning from text-based
materials, be sure to consider whether you want the
result to be a digital image of each page or text-search-
able files. These formats are mutually exclusive and
require different types of equipment and software to
generate. Are you hoping to digitize three-dimensional
objects or large objects such as maps or quilts? The
answers to these questions will help determine what
equipment you choose. Moreover, no single piece of
equipment can meet all these needs. 

Picking a Scanner

Control is everything. You must be able to adjust the
scanning software manually. Talk to the vendor or
manufacturer about white and black points. It is vital
that you be able to set those points, rather than relying
on the scanning software to do it for you. This control
will greatly increase your ability to capture accurately
the original. [See the later discussion of white and
black points under the section on quality control and
benchmarks.] If the vendor or manufacturer’s repre-
sentative does not know what you are talking about,
ask to talk to a technician at the company or pick a dif-
ferent manufacturer.

Optical resolution is also important. Do not buy a
scanner that has an optical resolution lower than 600
pixels per inch (ppi), which is the minimum at which
you should digitize. Ppi and dpi (dots per inch) are
used interchangeably by scanner manufacturers,
although they are not the same. Every dot in the print
world requires two pixels. Most scanner manuals use
dpi when they are really describing ppi.

Dynamic range is the last, but not least, important
option to consider. The greater the dynamic range, the
better the scanner. It is also true that the greater the
dynamic range the more expensive the scanner. Many

scanners have a dynamic range between 3.2 and 3.7. If
you are planning to digitize late nineteenth-century
glass plate negatives, buy a scanner with a dynamic
range of at least 3.5. The best scanners coming on the
market have dynamic ranges over 4.0.

Scanner bed dimensions — the larger the scanner
bed the larger the original you can scan. Remember
that it is usually a good idea to leave a bit of room
around the original during capture. You may also want
to include a color bar when scanning in RGB, so think
of that when comparing bed sizes to your originals.

Scanner speed — how long does it take to generate a
file on the scanner? This information is available in the
technical specifications. Beware though, it is often pre-
sented as the speed at which the scanner generates a
file at the lowest resolution, not necessarily the speed
at the maximum optical resolution. As a general rule,
the higher the resolution the longer it takes the scan-
ner to generate the file.

Transparency adapters — does your project include
both reflective and transmitted objects, both prints and
negatives or slides? If it does, you may decide to buy a
scanner that has a transparency adapter. Sometimes
these are larger, heavier lids that replace the standard
lid. On other models, you place the negatives or slides
in holders that fit into a drawer underneath the CCD
and light source. [The CCD, charged-coupled device, is
the capture mechanism on scanners and cameras.]
Either design has good and bad points. Adapters such
as lids can create problems when scanning fragile
objects. The heavier lid will put more pressure on the
original and may cause damage. Trays that slide in and
out under the CCD are often stiff and require extra
care once the originals are in place. Many times the
film holders used in the tray do not leave extra space
around the edge of the negative. Depending on the
type of negative this can cause problems when trying
to capture the entire sheet of film, particularly with
holders designed for 4x5 negatives. Some scanners
that utilize trays for transparent materials offer a gener-
ic holder that covers the entire capture area. This hold-
er is often included for use with glass plate negatives,
but you can use them for any film size. Try putting
another piece of glass on top of the negatives to keep
them in place when using the generic holder. Do not
do so, however, if the negative is fragile!

Some scanners digitize only film or slides. If your
project involves only scanning slides, these scanners
might work well. However, the same considerations
apply when looking at object-specific scanners. Optical
resolution is particularly important. Thirty-five millime-
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ter slides are so small it is crucial to digitize them at
higher resolutions to be able to look closely at details
in the image and make 8x10 prints.

As with any computer equipment, the minute you
buy one, a newer and better scanner will come on the
market. Do not let this be a factor in your decision.
Choose a scanner that meets your needs and spend as
much money as you can afford to get the highest opti-
cal resolution and dynamic range. As previously men-
tioned, make sure you buy a scanner that allows you to
have complete control over the software. Remember
that this scanner will not last forever, but it needs to
give you results that will meet your benchmark.

Digital Cameras

Today’s market includes several high-output digital
cameras that might be the solution to your digitizing
needs. Several institutions around the country are
using such cameras to capture all types of photograph
material as well as three-dimensional objects. Few digi-
tal cameras can actually capture at high enough resolu-
tions to meet even the lowest benchmarks. This
shortcoming may seem remarkable, given the hun-
dreds of digital cameras showing up at the local shop-
ping mall, but these cameras have yet to achieve the
output quality of flatbed scanners.

The biggest difference between digital cameras and
scanners is the size of the capture area. Both digital
cameras and flatbed scanners use CCDs to capture
information from the original and turn that information
into a digital file. The capture area, however, is much
smaller in a digital camera than on a flatbed scanner.
This difference translates directly into the amount of
information you can capture. Think of the CCD in a
digital camera as film. The size of the CCD or the area
over which the CCD moves during capture depends
upon the size of the camera. Most digital cameras on
the market today are roughly the size of a typical
35mm camera. The CCD is small and generates file
sizes often not larger than 3MB. 

The other big difference between scanners and digi-
tal cameras is the way in which resolution applies to
the image file. Scanners offer many variations on reso-
lution, the higher the resolution the larger the file size.
With digital cameras, resolution is defined not by the
number of pixels in an inch, but by the number of pix-
els the CCD can capture in total, for example,
1240x1080. This limitation controls the ultimate file size
and amount of information it can hold. 

Although most digital cameras will not be suitable for
your project, a few might work. Two companies, Phase

One and BetterLight, offer digital capture devices that
attach either to medium format cameras, for example
Mamiya or Hasselblad, or to large format 4x5 view
cameras. These devices are called scanbacks because
they are basically mini scanners housed in what looks
like an extra long film holder. The device moves a CCD
along the length of the capture area to create the digital
file, in effect acting much like a CCD in a flatbed scan-
ner. These scanbacks offer maximum pixel dimensions
upwards of 10,500x12,600 pixels, and file sizes of
380MB and higher. With these capture tools, generally
$26,000 and up, digital camera technology begins to
approach the level of capture generated by flatbed
scanners. It is important to remember, however, that a
large object captured with these high-end digital cam-
eras will not stand up to life-size print output and retain
the amount of detail held by the original. There are not
enough pixels in the file to support small details, espe-
cially in maps. Software control remains important with
digital cameras, especially output levels for white and
black points. However, the important concern is the
number of pixels captured.

Buying equipment, whether it is a digital camera or a
scanner, can seem overwhelming. Make things easier
by talking to your colleagues at other institutions that
are already involved in DI projects. Find out what kind
of equipment they use and what they like and dislike
about it. Ask them about software controls, dynamic
range, and optical resolution. Finally, buy the best
equipment you can afford, but be realistic. There are
good scanners on the market that will not break the
bank and will allow you to meet your benchmarks.

A note about computers

Buy a computer that has the fastest processor and as
much RAM as you can afford. The faster the processor
the faster your image processing will go, and the more
RAM you have the more flexibility you will have with
programs like Adobe Photoshop.

TECHNICAL ISSUES: ESTABLISHING
BENCHMARKS

Benchmarks are technical standards you establish in
order to obtain the best possible digital representation
of the original, within the parameters of your equip-
ment. Their establishment is a vital step in any DI pro-
ject. It is a good idea to try to establish a set of basic
benchmarks before purchasing equipment, as this
might help in the selection process.
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Benchmarks include requirements for resolution, white
and black points, histogram characteristics, compression
algorithms (if any), color requirements (if applicable), and
authentication requirements. Without a set of predefined
benchmarks, quality control on files generated in-house or
through a vendor will be virtually impossible.

How to establish benchmarks

Resolution

In order to create benchmarks that will work for
your project, you need to answer several technical

questions. First, at what resolution are you going to
scan? This decision depends entirely on the size of the
originals and the use to which you plan to put the files.
For purposes of this discussion, let us assume you are
doing a DI project for preservation and access, with
the goal to scan once and scan right, so the originals
can be retired. 

Resolution directly affects the ways in which a digital
file can be used. Currently, Website use requires at
most 300ppi, while magazine or book publication can
require up to 800ppi. Think carefully about the poten-
tial uses of the files you generate. Think also about
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This glass plate negative is 6 inches tall by 8 inches wide. High resolution digital imaging makes an incredible difference when
looking at small details.The colored square on the full plate indicates the portion of the original shown in the resolution exam-
ples at the top. Photos courtesy of the Nebraska State Historical Society.
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hard copy prints. How large are the prints you generate
for your patrons or exhibitions? Will the resolution you
choose be enough to print an 8x10 original at 20x24?
The larger the print size, the more information you
need, so the more pixels you need per inch.

Is there a resolution threshold? There is a point when
using higher resolutions no longer helps you see more
information held in the original. At very high resolu-
tions, 3,000ppi and higher, the visual information is
obscured by the paper fiber in a print when examining
the file at 100 percent or one-to-one. More study is
needed to determine resolution thresholds for all types
of photographic media. Just because your scanner can
capture at such high optical resolutions does not mean
it is appropriate to do so. Think again about the benefits
of high resolution scanning and the potential uses of the
digital files and let those answers guide you. Remember,
today’s Internet is nothing like tomorrow’s, so do not
limit yourself to low resolution image files just because
that is all you might need for the next few years.

Color

Working with accurate color is the most difficult
challenge in the digital environment. Color is a prob-
lem for several reasons. Every scanner, digital camera,
computer monitor, and software package has different
color spaces in which the files are created or displayed.
Color space is the way software defines the color spec-
trum. Have you ever taken a photograph indoors with-
out a flash while using outdoor film? The photograph
looks orange when developed because the film you
used is designed for outdoor use where the light is
much cooler or bluer. Taking a photograph indoors
with this film under tungsten light, which is very warm
in color, results in the orange cast in the image. Color
space is similar in that it has its own way of defining
and representing color. A red shirt may look the same
to your eyes indoors and outdoors, but the film does
not see it that way. Color space used by your monitor
may show that red shirt in a different way than any
other monitor. 

Some software allows the user to choose a color
space. This is how printers are able to go from scanner,
to monitor, to hardcopy print, and end up with results
that match. This is called color balance. Adobe
Photoshop has multiple color spaces from which to
choose. It is important to remember that no matter
how well your system is color balanced, as soon as a
different user opens the image file on their home com-
puter it will no longer look exactly as you saw it when
you posted it to the Internet.

Unfortunately, there is no industry standard for
color. However, there are some solutions or at least
some ways to minimize the problem. First, when creat-
ing the master scan of your original, include a color bar
as part of the image file. Color bars are industry stan-
dard tools developed by companies like Kodak to judge
color and help film developers accurately process and
print film.

By placing a color bar in the master file, you give
everyone who uses that file a standard reference of
color. It helps take the guesswork out of color inter-
pretation. Another way to help your users is to include
a color bar as part of your Website. The color bar will
help anyone who comes to your site adjust their moni-
tor for viewing your images. Of course, this assumes
the user will have a good understanding of how to do
that. The best way to help your users understand the
realities of this issue is to let them know that the color
they see on their monitor may not exactly replicate
the original.

File Formats

Generally, it is a good idea to use uncompressed tiff
files for the master scans. Tiff files are cross-platform
compatible, meaning you can open them on either a
Mac or PC computer. There is no compression, so this
eliminates the possibility of problems with compres-
sion. The tiff file format is not new and is widely used.
Although a tiff file will take up more storage space than
a jpeg or gif, the long-term viability of a tiff file compen-
sates for the extra space required.

Once you generate a master file and it passes quality
control, surrogate image files may be generated for use
on the Internet or producing hard copy prints. Because
these files are in effect, disposable, making them jpegs
is the best option. The jpeg file format is a compressed
file that shrinks the size, requiring less storage space,
making it faster to access on local area networks and
the Internet.

Working with histograms

Histograms offer the best view of tonal range cap-
tured by the scanner and are examined for clipping as
well as the correct setting of white and black points.
Clipping results when the white and black points are
not set on true white and black during the set-up of the
scan. If white and black are improperly set, everything
above or below those points is “clipped” or registers as
the same tone. When clipping occurs, the scanning
operator has misjudged the actual white or black points
in the image and must rescan the original using differ-
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ent settings for the white or black point.
Spiking on the ends of the histogram usually indi-

cates clipping. This problem also shows up in the image
itself as blockage and pixelization in the shadows and
blowouts in the highlights. Acceptable spikes can occur
if the edge of the original negative has lost emulsion, for
example, or the sky holds no detail and is one tone in
the original. Such instances, however, are rare.

You can best observe optimum placement of whites
and blacks through the histogram. It is important to
look at the number value assigned to the brightest
highlight and the darkest shadow. Highlights should
not read a value higher than 247 and shadows should
not be lower than eight or 9. If these numbers are

exceeded the scan must be redone. This is particularly
vital if the original image has a short dynamic range.
The white and black points must not be set on 0 and
255, as this will stretch the dynamic range of the
image, creating gaps in the histograms, and thus unus-
able scans.

Storage

Storage is an important issue because your needs
will increase as you generate more image files. Two
methods used by many institutions around the country
are local area networks (LANs) and CD-ROMs. A LAN
is the most versatile system for storing digital image
files, allowing immediate access for anyone connected
to the system. Cost is a disadvantage for using a LAN

for permanent storage. Although hard drive space is
getting cheaper every year, megabytes of space fill
quickly. An 8x10 photograph scanned at 800ppi in RGB
results in a 360MB file. It is also vital to have reliable
backup systems in place. These features will ensure
the time and money invested in creating the files is not
lost due to hard drive failure.

The other popular method of DI storage is CD-
ROMs. A CD will hold approximately 650MB of data
and it is now possible to buy them for around $1.00
each. It is a good idea to create two copies of each CD
and store one set, the backups, at a different location.
This simple solution will give your institution better
odds of retaining the data if a natural disaster or some

other tragedy should strike
and damage the CDs.

Metadata and File

Authentication

Metadata is data about
data, information about the
digital image file. The com-
pilation of metadata at the
time of capture is also an
important step in file
authentication. Digital
image files are easily copied
and without associated
metadata there may be con-
fusion as to which file is the
master scan.

A lot of information is
available online and in pub-
lished form regarding meta-
data. (See additional
resources at the end of this

article.) However, two categories of information need
to be compiled for every digital image generated: 1)
Source information - original object number, original
object size, and format (type of print, type of negative).
You might also want to include limited descriptive infor-
mation about content; 2) Image File information - file
name, resolution, grayscale or RGB, equipment used,
name of the person who generated the file, and date
the file was created.

Refreshment

This is the most important aspect of any DI project.
Refreshment is the transfer of digital files from one
storage media to another to ensure that the files
remain retrievable as technology advances. Do you
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Histograms offer the best view of tonal range captured by the scanner and are examined
for clipping as well as the correct setting of white and black points. Spiking on the ends of
the histogram usually indicates clipping.
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have 5 1/4 inch floppy disks with files that you cannot
retrieve because you do not have a computer with a 
5 1/4 inch drive? This is a common occurrence and 
will continue to be a problem as computer technology
evolves. To avoid this problem in the future, transfer
files to new media as it becomes widely available. The
next big change in storage technology, CD-ROM to
DVD, is already here. Most new computers are now
coming with DVD drives as standard equipment, rather
than CD-ROM drives. Although current DVD drives
will read CDs, as newer, faster DVD drives are built,
they will no longer be able to do so. Considering the
amount of time and money put into your DI project, it
is worth the effort and cost to refresh your files. Do not
let more than five years elapse before refreshing your
data. Longevity of the storage media is not as important
as the ability to access the information.

DI projects are challenging but fun and the results
can forever change the way your collections are used.
Remember that a successful DI project depends on
careful planning and a good understanding of the impli-
cations for your institution.

Jill Marie Koelling is Curator of Photographs and Head of

Digital Imaging for the Nebraska State Historical Society.

ADDITIONAL RESOURCES

Besser, Howard and Jennifer Trant. Introduction to
Imaging. Getty Research Institute, 1996.

Conservation Online, http://palimpsest.stanford.edu
/bytopic/imaging/. This site is full of valuable informa-
tion on all aspects of digital imaging.

Council on Library and Information. Guides to Quality
in Visual Resource Imaging, July 2000, © 2000.

Gill, Tony, Anne Gilliland-Swetland, and Murtha Baca
Introduction to Metadata, Pathways to Digital
Information. Getty Research Institute, 1998.

Kenney, Anne R. and Stephen Chapman. Digital
Imaging for Libraries and Archives. Department of
Preservation and Conservation, Cornell University
Library, June 1996.

Koelling, Jill Marie. Revealing History: Digital Imaging
the New Photographic Research Tool, Spectra, Fall 2000,
Volume 26, Issue 2, pgs 10-15.

The National Digital Library program at the Library of
Congress http://lcweb2.loc.gov/ammem/award/
lessons/lessons.html, offers several articles available
online that address the many aspects of DI projects. 

Research Libraries Group Resources,
http://www.rlg.org/visguides/



PREFACE

he American Association for State and Local History (AASLH) issues periodic

Position Papers to assist individuals and institutions in implementing specific 

components of the Association’s Statement of Professional Standards and Ethics

(revised 2002). Adopted by the Council on June 21, 2003, Ethics Position Paper #1

provides practical guidelines for interpreting, adopting, and implementing the

Association’s position on the ethics of capitalizing an institution’s collections.

INTRODUCTION

Whether or not to capitalize collections is one of the most important decisions that a museum or

historical organization will make. It has the potential of playing a major role in the 

organization’s long-term financial strategy and can make a significant impact on its relationship to 

governmental agencies and the public. AASLH believes that collections are not financial assets, but

constitute a separate category of resource directly fulfilling institutional missions, legal responsibilities,

and fiduciary obligations. Reflecting these values, the AASLH Statement of Professional Standards 

and Ethics is specific: “Collections shall not be capitalized or treated as financial assets.”

Powerful forces may argue on behalf of capitalization. Decision-makers must be knowledgeable

about accounting standards and legal requirements and understand the arguments both for and against

capitalization. Decisions regarding capitalization must be made consciously at the highest level and in

a public manner, and they must be implemented through consistent and definitive policies and proce-

dures. Institutional leaders must be prepared to present their decision persuasively to other public and

private decision-makers.

Ethics Position Paper:
The Capitalization of Collections

AASLH

#

A PUBLICATION OF THE AMERICAN ASSOCIATION FOR STATE AND LOCAL HISTORY
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T h e  C a p i t a l i z a t i o n  o f  C o l l e c t i o n s

DEFINITIONS
Collections are items or groups of items that are owned

by an organization and have been formally accessioned for
the exclusive purposes of research, education, interpreta-
tion, and exhibition. They may include personal proper-
ty—artifacts, documents, photographs, maps, ephemera,
etc.—and real property, such as historic buildings, struc-
tures, and grounds. Collections are different from other
organizational property in that they are acquired, record-
ed, and managed solely to meet the institution’s fiduciary
purposes, in accord with its articles of incorporation,
bylaws, and collection policies and procedures.

Capitalization is the act of establishing a cash value on
property as an asset within the institution’s financial
reports. The purchase costs of capital items are not
expensed, but are added to the total accrued value of the
institution’s assets. If donated, the value of capital items
is treated as income and increases the value of the orga-
nization’s assets. A collection is capitalized only if and
when it is defined and treated as a financial asset by the
institution’s policies, practices, and financial statements.
An institution may choose to identify its capitalized col-
lections as a type of fixed asset or as a separate category
of asset. Although an institution may apply depreciation
to capitalized collections as a pro-rated expense, as a
general rule collections appreciate in value, and a depre-
ciation schedule is not applicable.

If collections are not capitalized, their value will not be
identified within an organization’s financial statements as
a financial asset. Non-capitalized collections still must be
identified as a separate item with an identified cash value,
which may appear on the appropriate financial statement,
within an auditor’s note explaining the institution’s signifi-
cant financial policies, or both. Such identification, how-
ever, does not constitute or suggest capitalization, unless
so specified by the financial policies and identified as
financial assets within the financial statements themselves.

The sole act of placing a cash value on a collection
does not necessarily capitalize it. Appraising a collection
for insurance purposes, for instance, establishes a value
in case of damage or loss, but it does not by itself capi-
talize the collection. Appraisal in and of itself offers
unique challenges. Some items may have historical value
because of the stories they tell far in excess of their
monetary value, while other items may fluxuate widely
in value in accord with a fickle market over time. In
addition, if an item literally cannot be replaced, how
does an institution identify a replacement value?

An institution also may place a cash value on the collec-
tion for political or public relations purposes without capi-
talizing it. A state historical agency, for instance, might
place a cash value on its research collection for the pur-
pose of documenting the state’s investment over time or to
argue for expanded budgetary support without capitalizing
that collection. Conversely, if a historical organization uses
the value of a collection as collateral against a loan to

improve its facilities, those collections are being treated as
capitalized financial assets, regardless of any institutional
policies and financial statements to the contrary. 

THE AASLH POSITION ON
CAPITALIZATION

First stated in the AASLH Statement of Professional
Standards and Ethics in1990 and repeated without revi-
sion in 2002, the Association’s position on the capitaliza-
tion of collections is clear: “Collections shall not be
capitalized or treated as financial assets.” Why?

First and foremost, 501(c)(3) non-profit corporations
and government agencies own, manage, interpret, and
share historical resources in fiduciary trust on behalf of
the citizens within the states in which they are incorpo-
rated. Even though a historical organization may be a
private corporation, its collections are considered part of
the public domain. Thus, when an institution owns and
manages a collection, it acts as a fiduciary agent of a
broader community. That is why museums and histori-
cal organizations are exempt from certain taxes—
because of the public value of what they do, including
and especially care of the public’s collections. 

By capitalization, however, an institution makes a
conscious decision to treat its collections just like any of
its other financial assets, no different than bank
accounts, investments, office equipment, or real estate.
It should not be forgotten that the primary purpose of a
collection is to fulfill the fiduciary purpose of the insti-
tution. The primary purpose of a financial asset is to be
managed in such a way as to achieve financial stability
and health for the organization. 

As financial assets, capitalized collections are in dan-
ger of being used as security, attached by lien, sold, or
otherwise encumbered to meet outstanding financial
debts and obligations. If the institution is a unit of gov-
ernment, such as a city or state museum, the governing
body might be forced to sell all or portions of the collec-
tions, just like office equipment or a fleet of trucks, to
meet payroll or to pay off bonded debt. This is not why
the institution acquired its collections, why they have
value, or why a donor received a tax deduction for con-
tributing a collection to an institution. Capitalization of
collections clearly violates the public’s fiduciary interests
in the collections.

Even if an institution does not capitalize its collec-
tions, it must take care not to treat those collections as if
they were financial assets. During times of financial cri-
sis, an institution might be tempted to sell collections to
cover operating expenses, like utilities and salaries, or as
security to obtain a line of credit. Not only is this bad
financial practice that puts the institution’s (and public’s)
collections at risk, but also it is unacceptable in meeting
the institution’s fiduciary obligations. Neither economic
conditions nor bad financial management are excuses for
treating collections as financial assets.
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4PRESSURES TO CAPITALIZE
COLLECTIONS

FASB & GASB
The Financial Accounting Standards Board (FASB) of

the Financial Accounting Foundation established the
standards for the capitalization of collections by private,
non-profit institutions in its Statement of Financial
Accounting Standards No. 116 (FASB 116), first pub-
lished in 1993, which is repeated by the Government
Accounting Standards Board (GASB). FASB 116 and its
GASB equivalent establish standards and procedures for
reporting collections on audited financial statements,
whether or not they are capitalized. But, neither FASB
nor GASB standards require that museums capitalize
their collections. Paragraph 11 (pp. 3-4) of the FASB
Statement reads as follows.

An entity need not recognize contributions of works
of art, historical treasures, and similar assets if the
donated items are added to collections that meet all 
of the following conditions:
a. Are held for public exhibition, education, or 

research in furtherance of public service rather 
than financial gain

b. Are protected, kept unencumbered, cared for, 
and preserved

c. Are subject to an organizational policy that requires
the proceeds from sales of collection items to be 
used to acquire other items for collections.

There are three key elements in this definition of 
collections. First, the purpose of collections is not 
to provide for the financial health of the institution.
Second, collections are to remain unencumbered—
that is, they are not to be used as security against debt.
And third, proceeds from the sales of collections can 
be used only to enhance the collection.

Condition “c” has nourished rigorous debate within
the professional community, even more than among
auditors, on how tightly the acquisition requirement
should be applied. Some professional associations
demand that proceeds from sales of collections can only
be used “to acquire other items for the collection.”
Other organizations, such as the American Association
of Museums and the American Association for State and
Local History, allow a broader interpretation. The
AASLH Statement of Professional Standards and Ethics
requires that “collections shall not be deaccessioned or
disposed of . . . for any reason other than the preserva-
tion or acquisitions of collections.” There is general
agreement among all professional organizations, howev-
er, that capitalization is contrary to responsible care of
the collections and that, at the minimum, any proceeds
from sale of collections must be used only for activi-
ties—specifically replacement and direct care—that
maintain an equivalent value within the collections.

Public Agencies
City, county, and state governments are increasingly

pressed to identify all of their potential assets in order to
obtain the best bond rating and lowest interest rates
against long-term debt. It is not surprising that they look
at the publicly owned collections as one of the last uniden-
tified sources of financial value. In some cases, auditors
may instruct governments to capitalize their museum col-
lections under the guise of GASB requirements. But, once
again, GASB standards do not require the capitalization of
collections. The bottom line question is this: If a govern-
ment is in default of its debts, is it actually willing to sell
the public’s heritage to fund that debt? 

Governing Boards
Governing boards of private non-profit museums also

are under pressure to show the strongest possible bot-
tom line on their financial reports. The FASB definition
of collections is exactly the issue that the board must
address. Are the institution’s collections different than its
other assets? If the answer is “Yes,” then the decision is
obvious, and the board will act to protect its collections
and will not capitalize them. If the answer is “No,” then
the institution should re-examine its mission, commit-
ment to the public trust, and non-profit status.

Other: Insurance Companies, Donors, 
Press & Public

Insurance companies, particularly those covering
directors’ and officers’ liability, have been known to
request that collections be capitalized in order to
improve the balance sheet. They should be resisted.
Similarly, donors, the press, and select individuals in the
public may inquire as to why the collections are not cap-
italized. In most instances, an institution can use those
inquiries to make and strengthen its case that the public
interest is not served by capitalization. 

CONSEQUENCES OF
CAPITALIZING OR 
NOT CAPITALIZING COLLECTIONS

Consequences of Capitalization
The greatest threat of capitalization is the potential

loss—even if distant—of the collection to the public
domain. If an institution chooses to treat its collection as
just another financial asset, then it is subject to all of the
conditions applied to those assets, including encum-
brance and potential loss. This violates the fiduciary rela-
tionship of the institution to the citizens of the state in
which it is incorporated, its obligations to the collections’
donors, and probably its articles of incorporation and
very mission as an institution. And it poses a potential
public relations disaster. Picture the headline: “History
Museum places public’s heritage at risk to pay salaries.” 
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Consequences of Non-Capitalization
The chief financial consequence of not capitalizing col-

lections is that hundreds of thousands and perhaps mil-
lions of dollars of potential assets will not appear on the
balance sheet. Some auditors and board members may
suggest that this negatively affects the public picture of the
institution’s financial health. Since collections cannot be
used to support the daily operations of an institution, the
decision to not capitalize actually represents the most
accurate financial position. By consciously choosing to
protect its (and the public’s) collections, an institution
acknowledges the public trust for which it receives sub-
stantial benefits, honors its mission, and makes a strong
public statement of commitment. Picture an alternative
headline: “History Museum commits to protecting public
heritage at all costs.”

GUIDELINES FOR ACTION

Know the Requirements
It is important to know first hand what is required and

what is not required regarding financial recordation of
collections. Every institution should obtain a copy of
GASB’s Statement of Financial Accounting Standards
No. 116 or FASB’s Statement of Government
Accounting Standards No. 116, whichever is appropri-
ate. Don’t let someone else interpret the standards for
you. Be prepared to make the case for non-capitalization
based upon what is allowed and what is in the best inter-
ests of the public and your institution. 

Obtain Legal and Accounting Counsel
There are no legal or accounting prohibitions that

prevent any institution from choosing not to capitalize
its collection. Engage auditors and attorneys with
extensive non-profit experience and detailed knowledge
of FASB/GASB 116 and their implications. Public insti-
tutions must hold detailed and regular discussions with
the senior government auditing and legal agents to
which they report.

Involve all Stakeholders Early, Publicly, and Often
An institution is acting in the public interest when it

decides to protect its collections, and it is appropriate to
involve the public in the discussion. Do not be afraid of
making the discussion public or of involving the press in
the discussion before there is a crisis. It is equally impor-
tant for governmental institutions that their governing and
advisory bodies, overseeing agencies, and authoritative
public officials understand that collections are not assets to

be traded for salary support, bond ratings, or garbage con-
tracts. The earlier and more publicly all of the stakehold-
ers understand the decision and why it was made, the
greater is the chance that a public crisis can be avoided. 

Make a Conscious Decision
The governing authority is well advised to act con-

sciously, publicly, and officially when it adopts a policy
of non-capitalization. The decision must be thoroughly
and openly discussed and its implications understood.
This is especially true if the institution is a governmen-
tal agency, where the public nature of the discussion
often may provide the strongest defense against the
pressures to capitalize. It may be valuable to revisit the
issue on a regular basis—every three to five years—to
introduce new governing board members to the issues,
re-engage key external constituencies, and reaffirm the
institution’s values. 

Implement the Decision in the Institution’s
Policies and Procedures

An institution’s policies and procedures provide the
best protection against challenges to the decision not to
capitalize collections. It is particularly critical that col-
lection policies and procedures restrict the use of funds
generated by the sale of collections or the recovery of
insurance payments on damaged or lost collections. The
more tightly the policies restrict those proceeds to the
acquisition and direct care of collections, the more easily
they can be defended against challenges. 

CONCLUSION
Because historical museums and organizations act in

public trust, the public interest must be paramount in
any decision involving the acquisition, care, interpreta-
tion, and use of collections. Therefore, institutional
leaders must deliberate carefully before making any
decision that might put the collections at risk. Since no
accounting standards require that collections be capital-
ized, any institution that chooses the course of capital-
ization is making a conscious decision to treat its
collections as financial assets, and that decision automat-
ically places those collections at potential risk. AASLH
believes that such risk, and therefore the act of capitaliz-
ing collections, is inconsistent with the institution’s fidu-
ciary responsibility to the collections it maintains and
the citizens it serves.

For additional information or assistance, contact the
AASLH Standing Committee on Standards and Ethics,
1717 Church Street, Nashville, TN 37203-2991.

T h e  C a p i t a l i z a t i o n  o f  C o l l e c t i o n s
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