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Considerable research has addressed the problem of poor
student achievement in basic accounting courses as evidenced
by low grades and high drop out rates.
research focused on

(1)

Much of this

changing the environment of

instruction from the traditional classroom lecture setting
to an individualized setting,

or by

(2)

manipulating the

elements of instruction within the lecture setting,
example,

test frequency.

for

The results of this research were

largely inconclusive.

v

Believing that the way the information is structured in
traditional courses and texts contributes to its difficulty
of learning,

this research focused on a teaching approach

which relied on a restructured form of this information to
teach basic accounting.

A two dimensional model of the

whole accounting cycle process was created from the
information found in traditional courses and texts.

An

approach was developed which used this model or "big
picture" to teach the accounting cycle material.
conducted comparing the Restructured Information

A test was
(RI)

Approach with the Traditional Structure Approach to
determine its effect on students*

achievement and attitudes.

Two groups of community college students were involved
in the test,

one taught using the

(experimental)

(RI)

Approach

and the other taught using the Traditional

Structure Approach

(control).

Achievement was measured by

test scores and course grades.
the experience of learning,
accounting learned,

Attitudes were compared for

how students felt about the

and the value put on learning it.

The experimental students scored significantly higher
on the test most related to the accounting cycle.

The

remaining test scores were equivalent between the two
groups.

The experimental students achieved higher course

grades than the control students but not significantly.
There were no significant differences between the two groups
on the attitudinal questions.

vi

Overall,
about the

the experimental students were quite positive

(RI)

than others.

Approach.

Several groups were more positive

Students with no previous accounting

instruction achieved significantly higher grades and were
significantly more positive than students with previous
accounting.

It appeared this latter group experienced

frustration when being required to relearn the accounting
cycle material in a different way.

Older students were

significantly more positive about the
younger students.

Vll

(RI)

Approach than
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CHAPTER 1
THE RESEARCH PROJECT

Introduction

Reform in college accounting education seems to be of
growing concern to many accounting professionals (Bedford,
et al.,

1986).

They believe that while the profession is

adjusting to meet the needs of a changing society,
accounting education is not following suit.

In fact, some

in the profession feel that accounting education has changed
little in the last fifty years (Bedford, et al., 1986).
They are also of the opinion that students entering the
profession lack important knowledge and skills needed to
perform effectively in the changing work environment of
accounting today (Arthur Anderson & Co.,

1989).

The

responsibility for what to do about this problem rests on
the shoulders of accounting educators (Nelson,
Schultz,

1989;

1989).

Thus,

in the context of reform in accounting education,

this study addressed the particular problem of the teaching
of basic accounting.

Basic accounting is the first

accounting course taken by large numbers of students
(Bedford, et al.,

1986)

and it introduces the principles of

how accounting is to be conducted.

Students also learn an

organized system for keeping track of the numbers of a

1

business or other entity and for producing financial
statements from these numbers.

The information learned in

this course is the basis for most further study in
accounting

(Fertakis,

1974).

The concern with the teaching of basic accounting which
precipitated this research is that,
study basic accounting,

while many students

the rate of students leaving the

course or receiving low grades is often high
Doran,

Bouillon,

& Smith,

1991).

(Lieb,

1990;

Why does this course seem

to be a stumbling block for so many students?

Is it an

inherently difficult course which represents a major
challenge to the students?

Are students of today less

qualified academically to be in a course of this rigor?

Are

there ways it could be taught differently which might
improve the student success rate?
My personal answers to these questions based on a
community college teaching experience which includes the
teaching of the basic accounting course over 300 times
during the last 21 years is yes,

yes,

and yes.

focus of this study was on the last question:

However,

the

Are there ways

we as teachers could teach basic accounting differently
which would improve the student success rate?
A number of research studies have been conducted on
this very question.

The focus of this previous research was

on developing and implementing alternative methods and
procedures which could be applied to the teaching of basic

2

accounting.

The researchers were seeking to improve student

performance and attitudes with these alternative approaches.
Generally,

the results of the research were inconclusive.

The studies are summarized in a later part of this chapter
and examined in more detail

in Chapter 2.

While this study was similar to earlier research
because it focused on the improvement of student performance
and attitudes,

it,

however,

took a totally different tack.

The earlier research hypothesized that student performance
and attitudes could be affected by changing the methods and
procedures in which the instruction was to be conducted.
This research explored a different hypothesis.

The

hypothesis for this study was that it would be possible to
improve student performance and attitudes in basic
accounting by taking the information traditionally found in
courses and texts and restructuring it.
information would,

This restructured

it was believed by this researcher,

provide a logical way to organize the accounting content
making it easier to learn.

The results would be better

student performance and greater satisfaction with the
course.

Thus,

without changing any aspect of how basic

accounting was to be taught other than restructuring the
information to be learned,

students would perform better and

have more positive attitudes about the course.

3

The Problem

Basic accounting is a course required or elected by
large numbers of college students in business and other
academic programs.

Most of the approximately 3,200

institutions of higher education in America have some type
of accounting instruction

(Bedford,

et al.,

1986)

and basic

accounting is the first of a series of courses for many of
these students.

As is typical with basic courses,

mastery of the material

the

in basic accounting is essential

success in future accounting courses

(Fertakis,

for

1974)

because the information builds on what is learned in this
first course.

This course also provides many students with

an early impression of the accounting profession and has an
impact on future career selection.
It is clear that basic accounting is an important
subject.

Unfortunately,

difficult to learn.

large numbers of students find it

This is evidenced by the high number of

students who do not successfully complete the course.
example,

in the spring semester,

1989,

For

50% of the students

taking basic accounting at Quinsigamond Community College in
Worcester,

Massachusetts did not successfully complete the

course with a grade of C or better.

This high

lack-of-success rate is not just limited to community
college student populations.
example,

Northeastern University,

has resorted to moving the traditional

4

for

freshman

basic accounting to the sophomore year in the hopes of
reducing its 40% attrition rate in the course
In another example,

Doran,

et al.,

(1991)

(Lieb,

1990).

found that

typically 35 to 45% of the students enrolled in basic
accounting at Iowa State University either fail to complete
the course or receive less than a C grade.
In the middle 1980's,

the American Accounting

Association formed a special committee to investigate what
was happening in accounting education
1986).

(Bedford,

et al.,

Although the committee did not specifically address

the issue of weak success rates in basic accounting
directly,

it did conclude that accounting education today

was losing relevancy in light of the mounting needs of the
profession.

It further stated that how accounting education

was conducted had not changed in fifty years.

The

traditional method of lecture together with routine problem
solving has been and continues to be the primary method of
accounting instruction

(Bedford,

et al.,

Over the last several decades,

1986).

a number of research

studies have explored a variety of instructional methods
which were designed to replace the traditional approach
described above
Daily,

1969;

Groomer,

(Bailes,

Echard,

1981;

Hong,

1979;

1981;

Borthick & Clark,

Friedman,

1972; Johnson,

& May,

1976; Magoulis,

Speer,

1972;

1986;

1981;
1978;

McKeown,

and Vruwink & Otto,
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Glover,

1970;

Laughlin,

1976;

1987).

1986;

Saul,

Gentry,

1974;

These studies and

others are discussed in the literature review in Chapter 2.
Generally,

the experimental methods did not produce

significant improvements over the traditional method as
described by Bedford,
al.,

1976?

Wilson,

The problem,

et al.

(1986)

and others

(Laughlin et

1979).
then,

that this research addressed was

that in spite of the fact that large numbers of students do
not successfully complete basic accounting,
taught still remains unchanged.
research in accounting education,

the way it is

Based on an analysis of
a reason for this appears

to be that the use of alternative instructional methods has
been unable to produce evidence that they are significant
improvements over the traditional method.
The next section looks in more detail at how the
traditional method of instruction is conducted.

Description of the Traditional Method
for Teaching Basic Accounting

The focus of basic accounting is on what is called the
accounting cycle process.

This is the series of procedures

necessary to organize financial data into recognizable
formats called financial statements.

An analysis of these

financial statements reveals various types of financial
information which can be used for decision purposes.
a knowledge of financial statements and how they are

6

Thus,

generated is important for those interested in learning the
financial health of a business or other entity.

It is also

the key information upon which much further study in
accounting is built.
Traditionally,

information about the accounting cycle

process is taught from published basic accounting texts
(Wilson,

1979).

Many accounting instructors use these

textbooks to organize the course and the information to be
presented.

Thus, how the texts are organized has a large

impact on how the instruction will be delivered for many
instructors

(Wilson,

1979).

The accounting cycle process has numerous procedures
which must be followed in sequence in order to produce the
desired result,

clearly organized financial information.

The various procedures are usually covered in a linear
fashion in the first three to five chapters of the basic
accounting textbooks.
basic accounting text

For example,

an analysis of a typical

(Needles, Anderson,

& Caldwell,

1990)

reveals that the accounting cycle process is divided into
fifteen distinct procedures spread over five chapters
totalling 232 pages.

Approximately one third of the pages

are devoted to routine problems.
chapters,

In addition,

in the five

144 new accounting terms are introduced.

To present the accounting concepts,

the instructor

relies generally on a lecture and routine problem solving
approach

(Bedford,

et al.,

1986; Laughlin et al.,

7

1976;

Wilson,

1979).

Thus,

classroom setting,

within the context of a traditional

the instructor working from an accounting

text presents the material using a lecture format and then
goes over previously assigned routine problems which
demonstrate the application of various concepts covered in
the lecture.
Upon the completion of this part of the course,

the

assumption is that students will have a basic understanding
of the accounting cycle process.

They should be able to

record a variety of transactions involving the numbers and
trace these transactions through the accounting system.
From these numbers,

students then should be able to generate

financial statements.
students,

The educational expectation is that

upon the completion of this segment of study,

should understand the structure of the accounting cycle
process and be capable of building further study on this
structure

(see Appendix H for a more detailed analysis of

the traditional approach).
A number of research studies have been focused on the
teaching of basic accounting.

The research findings

these studies are summarized in the next section.

8

from

Overview of Research on Methods
for Teaching Basic Accounting

Research on basic accounting education focused on
methodology can generally be divided into two categories:
(1)

research to develop and implement alternative methods of

instruction as compared to the traditional method
(instructional systems research),

and

(2)

research conducted

within the context of the traditional approach for teaching
basic accounting

(instructional techniques research).

detailed analysis of both of these categories,

For a

see Chapter

.

2

Research in instructional systems has tended to be
focused on three areas,

computer assisted

1986? Fetters,

1986; Friedman,

1977? Johnson,

1978? McKeown,

(Bailes,

1979? Echard,

(Daily,

Markell & Pemberton,
part,

1981? Groomer,
1976? Saul,

1975? Speer,

1969? Glover,
1972? Singer,

1987? Hong,

1974),

1981? Laughlin et al.,

1978? McNeill & Collins,
instruction

(Borthick & Clark,

1972),

1976; Liao,
and programmed

1970; Magoulis,
1970).

self-paced

1986?

For the most

an analysis of the results of these research studies

indicates that students taught by the proposed alternative
methods do not perform in a significantly improved manner
over students taught by the traditional approach.

9

An analysis of the results of the above studies which
were also involved with student attitudes in addition to
performance
Pemberton,

(Bailes,
1972)

Collins,

1986; Markell &

as well as other studies focused mainly on

student attitudes
Howe & Baldwin,

1979; Borthick & Clark,

(Baldwin,

1980; Farrelly & Hudson,

1983; Howell & Johnson,

1980; Soloman,

1985;

1982; Snowball &

1975; Stout & Bonfield,

1986)

indicates that there were some positive changes in student
attitudes but none was measured to be significant.
Instruction systems research in all three areas was
similar in several respects.

First,

it was research which

experimented with manipulating the environment in which the
instruction was to take place.

Second,

the manipulation of

the environment resulted in a movement of students away from
a classroom or group setting to an individual or small group
setting.

For example,

in computer assisted instruction,

experiments were conducted in which students were moved away
from the traditional classroom setting to computer terminals
where they were to learn accounting individually by
interacting with the computer.
Instructional techniques research was the second major
category of accounting education research.

This was

research focused on some element of accounting instruction
which took place within the context of the traditional
method.

In this type of research,

experiments were

conducted to see whether certain types of changes in how the

10

traditional course was managed would have an effect on
performance.

For example,

experiments were conducted on

manipulating testing procedures
Chadwick,

1975? Edmonds,

Hudson,

1982),

(Baldwin, Wasson,

1985? Vruwink & Otto,

1985? Pawliczek,

(Stout & Bonfield,

1980? Howell & Johnson,

homework policies

1980; Paretta &

1984? Lindenberg,

1977), varying course length
Chester,

(Baldwin,

and changing

& Howe,

1987).

1986?

1978? Farrelly &

An analysis of the

results of these studies indicates that manipulations of
these sorts were inconclusive in affecting student
performance.
In both categories of research
and techniques),

(instructional systems

the researchers were experimenting with

ways to manipulate how the instruction was to be conducted.
In the case of instructional systems,

there was a major

manipulation of the environment by the creation of
alternative methods for conducting the instruction,
example computer assisted instruction.
instructional techniques,

for

In the case of

the manipulation was of lesser

magnitude with a focus on the elements of instruction taking
place within the traditional method,
scheduling of tests in the course.

for example,

in the

An important finding

resulting from the analysis of this basic accounting
education research is that for most cases,

student

performance and attitudes have not been significantly
affected by the application of the research conducted.

11

The next section presents the details of a basic
accounting approach which does not focus on manipulating the
environment or elements of accounting instruction as earlier
research did.

Instead,

the emphasis of this approach is on

manipulating how the information to be learned is structured
in the belief that this will positively affect student
achievement and attitudes in the course.

The Restructured Information

(RI)

Approach

for Teaching Basic Accounting

The Restructured Information

(RI)

Approach for teaching

basic accounting evolved out of the frustration experienced
with teaching using the traditional structure for 14 years.
The students,

after a semester of study,

did not seem to

have a clear understanding of the overall accounting cycle
process.

Working with a colleague from another community

college who was experiencing the same frustration, we
developed the

(RI)

Approach in the summer of 1983.

From

this concept we then developed classroom materials for
experimentation in the fall semester.

The results from that

semester provided encouragement for further developing and
testing of the

(RI)

Approach.

It currently has been taken

through five revisions and experimented with in dozens of
basic accounting courses since.

The classroom materials

received by the students are included in Appendix F.

12

The Restructured Information
basic accounting

(RI)

Approach for teaching

(see Appendix H for a detailed description)

relies on an overview or big picture of the accounting cycle
process which is used as the framework for organizing and
understanding the detail of accounting.

To accomplish this,

the detail about the accounting cycle process is
restructured into an abstract two dimensional model or
pattern

(see Appendix F, p.

189).

This model or pattern

then becomes the framework for organizing accounting detail.
Students are taught this model or pattern in abstract form.
Thus,

they have the opportunity to see the big picture of

the accounting cycle process at the very beginning of the
course.

This is in contrast to the structure of information

in the traditional courses and texts which relies on a
linear approach to organize the procedures of the accounting
cycle process.

In this approach,

students do not have the

opportunity to see the complete process until going step-bystep through fifteen procedures usually covered in three to
five chapters in basic accounting texts.
The integrity of the restructured information in the
(RI)

Approach is maintained throughout the study of the

accounting cycle process and is used to organize the various
levels of detail.

There is no assumption that students will

be able to understand the overview or structure of the
accounting cycle process from the detail,
approach makes.

as the traditional

Anecdotal evidence collected over nine
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years in such categories as student comments,
evaluations,

tests on content and process,

and enthusiasm,
measures,

class

student energy

and other quantitative and qualitative

strongly indicates that using the Restructured

Information

(RI)

Approach appears to be very effective.

It is important to emphasize that the concern of this
research was not with how the instruction was delivered.
is typical for most accounting instruction,
routine problem solving method was used.

As

the lecture and

The accounting

content remained unchanged as well.

Leaving the classroom

presentation and content unchanged,

this study focused only

on one thing: whether restructuring information in basic
accounting would lead to better student achievement and
improved student attitudes.
In Chapter 2,

research which is related to the concept

of restructuring information as an enhancement to learning
is presented.

Hypothesis

As can be seen from the review of the research on
accounting education,

a manipulation of the instructional

environment by creating alternative methods has not
significantly impacted on student achievement and attitudes.
Likewise,

a manipulation of the elements within the

traditional method has had little impact as well.
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Rather

than address the problems of accounting education by further
research which manipulates the environment and elements of
accounting instruction,

research needs to be conducted which

takes a different point of view.

Research which addresses

the way in which the information is structured represents a
change in point of view and is an example of this type of
research.

It was believed by this researcher that by making

one change in the way basic accounting is taught,
restructuring of information to be learned,

the

that students

would perform better and have more positive attitudes about
the course.
Thus,

the hypothesis for this research was:

Community

college students taught basic accounting with restructured
information would perform better and have more positive
attitudes than students taught with the traditional
structure as found in accounting courses and texts.
To organize the research to test this hypothesis,

four

questions were asked:

1.

Would community college students who were taught basic
accounting with restructured information perform
better,

as measured by test scores and final course

grades,

than students taught with the traditional

structure?
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.

2

Would community college students who were taught basic
accounting with restructured information have more
positive attitudes toward their learning experiences
than students taught with the traditional structure?

3.

Would community college students who were taught basic
accounting with restructured information have more
positive attitudes toward their understanding of basic
accounting than students taught with the traditional
structure?

4.

Would community college students who were taught basic
accounting with restructured information have more
positive attitudes toward the benefits of studying
basic accounting than students taught with the
traditional structure?

Purpose

The purpose of this study was to assess the extent to
which restructured information would impact on community
college students'

achievement and attitudes in basic

accounting as compared to the traditional structure as found
in accounting courses and texts.
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Definition of Terms

Accounting Cycle Process: A series of procedures necessary
to keep track of and organize the transactions for a
business or other entity and to produce financial statements
from these transactions.

Traditional Method: The way basic accounting instruction is
normally conducted.

It relies on a lecture and routine

problem solving approach with strong emphasis on the
accounting text to organize and provide the traditional
structure of information of the accounting cycle process.

Traditional Structure of Information of the Accounting Cycle
Process:

The organization of information found in basic

accounting texts and courses.

It generally follows a linear

approach presenting details of each procedure of the
accounting cycle process to be conducted in order from
beginning to end.

Restructured Information
Process:

(RI)

of the Accounting Cycle

The information of the accounting cycle process

restructured into a two dimensional model or pattern of the
whole process.

This new "whole" or big picture becomes the

framework around which the detail of the accounting
information is organized.
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Restructured Information

(RI) Approach:

An approach for

teaching basic accounting using restructured information of
the accounting cycle process and presented using lecture and
routine problem solving.

Attitude:

An affective or emotional state brought about by

certain facts or circumstances.

Significance

This study was significant for several reasons.

First,

this study took a different point of view from earlier
research on basic accounting education.

This earlier

research experimented with manipulating the environment and
elements of accounting instruction and the application of
the results did not,

for the most part,

significantly

improve student achievement and attitudes.

Rather than

continue research in this same vein with a likelihood of
similar results,

it seemed important to experiment with new

ideas and approaches.

Looking at the structure of

information and its effect on basic accounting education had
not been tried before in the way proposed.
Second,

if the Restructured Information

(RI)

Approach

improved student performance and attitudes in the learning
of basic accounting,

as it was believed it would,

approach could be applied to the teaching of basic
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then this

accounting regardless of the method.

It would be able to be

applied to such methods as computer assisted,

self-paced,

and programmed instruction as well as the traditional
method.

Regardless of the method, what is changed is simply

how the information to be learned is structured.

The

content to be learned and the method of teaching remains the
same.
Finally,

if the concept of restructuring information to

improve the learning of basic accounting works in this
study,

then there would be an important incentive to

investigate the restructuring concept on a larger scale.
The door would be opened for researchers to look at new ways
to teach other accounting courses by applying the
Restructured Information

(RI)

Approach.

Further,

positive

results in this study may provide an interest for
researchers to investigate the applicability of this
approach to other disciplines as well.
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CHAPTER 2
LITERATURE REVIEW OF ACCOUNTING EDUCATION RESEARCH

Introduction to the Literature Review

This literature review on accounting education research
is divided into five parts.

The first part will explore the

topic of the current environment in accounting education
research.

This will provide a background for understanding

the trends and attitudes of accounting researchers toward
this subject and how accounting practitioners and educators
feel about the work they have been or are doing.
The second part of this literature review will focus on
research which has been conducted on accounting education
methodology.

Special emphasis will be placed on

instructional systems research,

that research which compares

an experimental pedagogy with the traditional way in which
accounting is taught.

Also included in this section will be

research focused on instructional techniques.

Instructional

techniques are activities and procedures undertaken within
the context of the traditional pedagogy.

A study of the

effects of test frequency on academic performance would be
an example of an instructional technique.
The third part of this review will focus on student
profile research.

Profile research is research on student
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populations to determine whether certain traits contribute
to success or failure in the learning of accounting.
Researching gender or prior accounting instruction in
relationship to performance would be examples of profile
research.
The fourth part of this review will focus on research
on student attitudes in accounting education.

Much of this

type of research is included in the research studies which
focused on student achievement to be discussed in Parts II
and III.

When an alternative instructional system or

technique was researched,

the researchers often went beyond

just looking at the effect on student performance and
explored how students felt about the alternative approach.
The results of these findings will be described in this
section of the literature review.
Finally,

the fifth part of this review will focus on

research on structuring or organizing information as a way
to enhance the learning of it.
Information

(RI)

Since the Restructured

Approach for teaching basic accounting

relies on the reorganization of information as the basis for
improving learning,

it was important to review previous

research on this subject to determine how the research
conducted in this study relates to it.
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The Current Environment in Accounting Education Research

Accounting is both a professional and an academic
discipline.

As such,

it is being pulled by forces

three stakeholders in accounting:
educator,

and the researcher.

from the

the practitioner,

the

They all have concerns and

special interests related to their positions.

Understanding

these positions and how the other stakeholders view them
will be important for understanding how the research to be
conducted in this study will be received.
The accounting practitioner is working in a profession
which is experiencing unprecedented changes.
accounting profession - in government,

"The

corporate,

practice - currently is in a state of flux,

and public

reflecting

massive changes taking place in technology and social
values,

and in social,

institutions"

government,

(Bedford et al.,

and business

1986,

p.

171).

"Factors

driving these changes range from the growth of international
competition to the mushrooming of computer technology"
(Schultz,

1989,

p.

218).

The accounting profession relies on colleges and
universities to educate the future recruits
profession and up until the early sixties,

into the
it was mostly

uninvolved in affecting their educational activities
(Nelson,

1989).

Since then,

accounting professionals have

become increasingly involved in accounting education and
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have initiated a number of studies focusing on it
et al.,

1986?

"increasing
happening)
212).

Nelson,

‘concern'

1989).

(Bedford,

Each study indicated

with what is happening

in the educational community"

(and not

(Nelson,

1989,

p.

The conclusions from these investigations indicated

that to varying degrees,

"the educational community was not

responding in a timely manner to changes in accounting
practice"

(Nelson,

1989,

p.212).

"The existing process by

which changes in accounting education programs are.
introduced and adopted has led to a widening gap between
what accountants do and what accounting educators teach"
(AICPA,

1987,

p.3).

The study initiated by the American Accounting
Association

(Bedford,

et al.,

the accounting profession,

1986),

the educational arm of

concluded that "accounting

education as it is currently approached requires major
reorientation between now and the year 2000"
Further focusing on the teaching process,
(1986)

(p.169).

Bedford,

et al.

concluded that the material taught and learned is

inadequate and it questioned the effectiveness of the
traditional teaching and learning methods.
ago,

the method of lecture together with routine-problem

solving was generally used.

Today,

the same method tends to

dominate accounting teaching methods"
1986,

"Fifty years

p.

177).

"Pedagogical

(Bedford,

improvements are a

wide spread change is to occur"
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(Schultz,

1989,

et al.,
'must'
p.

if

219).

Some in the accounting profession have expressed
concern with a trend in accounting education which places
emphasis on more theoretical treatments of accounting rather
than practical applications.

"The career professional puts

relatively more weight on technical ability and proficiency
than does the educator"

(Mautz,

1974).

This is because they

are faced day-to-day with routine practical problems to be
solved and the more the recruits into the profession can
deal with these situations,
profession.

the more useful they are to the

While the profession is desirous of more

practically trained recruits,

the accounting educators are

tending toward more theoretical applications.
Relatively little time is spent on how
to do it.
Considerably more time is
spent on how it ought to be done, with
all the reasons why the educator thinks
so.
Education has greatly neglected
implementation and application in favor
of theorization (Mautz, 1974, p. 34).
Most research in accounting education conducted in the
1960's and 1970's was focused on content issues related to
the profession;

little research was devoted to the pedagogy

of accounting education (Hofstedt & Dyckman,

1974).

This

was determined by analyzing published research articles in
The Accounting Review,

the primary source for accounting

education research during that time.
(1974)

Hofstedt and Dyckman

found that approximately 10% of the research studies

during that time were dedicated to accounting education.
Yet an interest in methodological and pedagogical research
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has become increasingly important as the profession deals
with the major changes it is experiencing considering the
importance of education to affecting these changes.
Herring,

Scheiner,

and Williams

(1989)

found that there has

been renewed interest in accounting education research
during the 1980's and that several quality journals

(Issues

in Accounting Education. Journal of Accounting Education)
now devote a larger portion of their articles to this type
of research.

The following section will explore research

conducted in this area.

Research on Instructional Systems

Introduction

Since the research to be conducted in this study is
focused on basic college accounting students,

research to be

reviewed in this section will likewise focus on this student
population.

Occasionally,

for contrast,

research will be

discussed which focuses on high school and advanced
accounting student populations.
Research on instructional systems focuses on
alternative ways to teach basic accounting to the
"traditional method."

The traditional method as defined in

this study generally relies on a lecture and routine problem
solving approach

(Bedford,

et al.,
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1986; Laughlin et al.,

1976; Wilson,

1979) with considerable reliance on published

accounting texts to organize and present the material
(Wilson,

1979).

Thus, within the context of a typical

classroom setting, the instructor presents material in a
lecture and then goes over previously assigned routine
problems which demonstrate the application of various
concepts covered in the lecture.
For the most part,

application of research conducted on

instructional systems during the 1970's has not been shown
to result in significant improvements in student performance
and attitudes over the traditional method

(Bailes,

1979).

An analysis of research conducted in the next decade
likewise showed that,

for the most part,

alternative ways to

teach basic accounting were not significant improvements
over the traditional method.
The research conducted in these two decades falls into
three general categories of instructional systems which will
be reviewed:

instruction which is computer assisted,

instruction which is self-paced,

and programmed instruction.

As will be seen, most of the research studies are similar in
that their primary emphasis was on an attempt to manipulate
the environment in which instruction was to be conducted by
experimenting with alternative methods.

There is a further

similarity in that each of these three instructional system
categories contains research studies which experiment with
methods which move students away from the traditional
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classroom into individualized settings.

Thus,

the

manipulation of the instructional environment from a group
to a small group or individual setting represents the common
theme of research in instructional systems in accounting
education.

Research on Computer Assisted Instructional Method

A number of research studies on methods to teach basic
accounting which used computer assisted instruction have
been conducted

(Groomer,

McKeown,

& Saul,

1976;

1987; Hong,

1974).

1972; Johnson,

1978;

In this research,

instructional methods using computer technology were
compared to what is defined as the traditional approach.
The results comparing the two methods based on student
performance were mixed but tend to support the use of
computer assisted instruction for accounting education.
Three research studies
1974)

(Gromer,

1987; Hong,

1972;

& Saul,

found that students using computers to learn basic

accounting seemed to learn more but the improvements in
performance were not significant.
(1976)

In another study, McKeown

found a significant improvement in performances by

the computer assisted students.

The experimental students

were also found to have completed significantly more
homework in less time than the control students in this
study.

Johnson

(1978)

contradicted these findings when his
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research showed that the traditional students appeared to
learn more than the computer assisted students.

He

attributed this to the routine repetitive procedures
performed by hand by the traditional students which were not
done by the computer assisted students.

Apparently,

the

data entry function performed by the computer assisted
students has limited pedagogical value for the students when
the computer works through the problems and prints out the
results for them.

As Johnson's

(1978)

findings indicate,

the computer might be a more useful tool for teaching
accounting if it were introduced after students had mastered
the basic accounting concepts and practices.
The use of the computer seems to be somewhat beneficial
to learning for more advanced students as well.
(1981)

Friedman

found that intermediate accounting students performed

at significantly higher achievement levels than the
traditional students.

Fetters,

et al.

(1986)

found that

computer augmented case studies in intermediate accounting
resulted in an initial positive effect on student
achievement which diminished over time for the good students
but remained for the poorer students.
(1986), however,

Borthick & Clark

found no significant difference for

managerial and cost accounting students over the
traditional.
Thus,

from this research it is clear that the use of

computers for accounting education has had various impacts
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on student achievement.

But regardless of this,

the

pressure is on for colleges and universities to integrate
the computer into the classroom.

For example,

a basic

understanding of the concepts and applications of computers
is now one of the five requirements for business
administration programs prescribed by the American Assembly
of Collegiate Schools of Business
and Boritz

(1986)

(Wu,

1983).

But Armitage

found that the use of computers in college

and university education in general,
remains at a very low level.

including accounting,

They feel, however,

As educators, our objective is to
prepare students adequately for the
future.
This involves not only
providing training necessary to work in
an increasingly automated environment,
but also exploring the broader societal
implications of computer technology.
Our students expect this type of
education, their employers demand it,
and we have an obligation to provide it
(p. 88).

Research on Self-Paced Instructional Method

In self-paced instruction,

the student is primarily

responsible for the learning process
1976).

(Laughlin,

et.

Research results on the effect self-paced

instruction has on student performance are mixed.
(1979)

al,

Bailes

found that students using a personalized instruction

approach performed significantly better than students taught
by the traditional method but they had a higher drop out
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rate.
1972)

Several studies

(McNeill & Collins,

1975; Speer,

found self-study students performed better than

traditionally taught students but the improvement was not
significant.

Echard

the other hand,

(1981)

and Laughlin et al.

(1976),

on

found no difference in performance between

the self-paced students and the traditional.
In an interesting study conducted by Liao
intermediate accounting students,

(1978)

on

it was found that

significant improvements resulted for the average students
only.

Top students showed no performance change; the poorer

students performed less well than the traditional students.
The indication is that top students will perform well
regardless of the methodology while poorer students were
thought to have had trouble with the lack of structure in
the self-paced classes.

Research on Programmed Learning Instructional Method

Programmed learning is any pre-sequenced instruction
directed toward specific educational objectives.

Generally,

students study the material presented for each instruction
and then answer questions related to it.

The students can

then check their responses by lifting a shield covering the
correct answers.
Results of research on programmed instruction are mixed
but tend not to show much improvement over the traditional
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method.

On three research studies focused on basic

accounting

(Daily,

1969? Glover,

1970; Magoulis,

1986),

achievement was not significantly affected by the use of
programmed instruction.
(1972)

However, Markell and Pemberton

did find some positive results with the programmed

instruction.

They found students appeared to learn somewhat

better and that classroom discussion seemed to be stimulated
by the use of it.

One study

(Singer,

1970)

found that

students performed significantly better than the traditional
students.

This study, however,

included the use of

reinforcement and feedback in addition to programmed
instruction so the results may not be comparable to the
previously mentioned studies.

Summary

Instructional systems research involves the development
and implementation of alternative methods of instruction as
compared to the traditional method.

In accounting

instruction, generally the research has tended to fall into
three categories of instructional systems:
assisted,

self-paced,

and programmed.

computer

In each case,

the

movement is away from the traditional classroom lecture
setting to small group or individualized settings.

Each

research study focused on the manipulation of the
environment in which the accounting instruction was to take
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place as a way of improving student achievement over the
traditional method.

The results were mixed in all three

systems categories.

There does not appear to be conclusive

evidence by this research that one or more of the
instructional systems was an improvement over the
traditional method.
It is interesting to note that 70% of the studies on
instructional systems reviewed were conducted in the 1970's.
Why this is so is not clear.

Perhaps the instructional

systems were popular to study in the 1970's,

but researchers

lost interest w^hen other topics of interest came along
later.

Another reason might be that the results of the

studies conducted did not provide incentives for further
research on the topic.
teaching accounting,

Finally,

alternative methods for

especially those which require

individualized instruction as those reviewed do,
expensive to develop and maintain.

are

It would be hard to

justify a considerable expenditure of money to develop and
implement instructional methods which do not conclusively
improve student performance.
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Research on Instructional Techniques

Introduction

Instructional techniques are methods and procedures
used in instruction to teach or manage the course.
instructional techniques research,

In

researchers isolate an

element of the course and experiment with variations of this
element to see whether student performance can be affected.
This manipulation of course elements

is similar to the

manipulation of instructional systems discussed in the
previous section,

but of a lesser magnitude.

Where the

manipulation of instructional systems affected the
environment of instruction by creating alternative methods
of teaching,

the manipulation of the elements in

instructional techniques research takes place within the
traditional course.
Instructional techniques research studies seem to be
focused on three areas:

testing,

course length,

and

homework.

Research on Testing

Manipulation of quizzes and exams as a way to improve
student performance has been undertaken by several

33

researchers.

Lindenberg

(1985)

studied the relationship

between test frequency and performance in basic accounting.
He found that achievement was not significantly affected.
Baldwin (1980)

experimented with the effect of pre-quizzes

on material to be covered in lecture versus positioning the
quiz after the lecture had been delivered.

Although the

effect on performance was not significant, he found that
pre-positioning the quiz resulted in more effective use of
class time.

Edmonds

(1984)

found that cumulative exams

improved student performance.

Pawliczek

(1977)

found that

no partial-credit scoring resulted in higher student
performance than did a partial-credit grading plan.
and Chadwick (1975)
questions

Paretta

experimented with the sequencing of exam

(based on question difficulty).

They were testing

the theory that best performance is achieved by sequencing
the easier questions first.

The positive effect on

performance was greater for average students,

less for

students who were either below or above average.

Their

explanation was that below and above average students were
unable to distinguish easy from hard questions.

The above

average students thought all the questions were easy; the
below average students thought all the questions were hard.
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Research on Course fianath

Several research studies explored the effect that
course length had on student performance.
mixed.
(1986)

Howell and Johnson

(1982)

The results were

and Stout and Bonfield

found that course length had little affect on

performance and student attitudes about the course.
(1981)

Chester

on the other hand found that students enrolled in 16

week classes performed significantly better than students
enrolled in 8 week classes.

Student ACT scores had no

effect on these results.

Research on Homework

Homework collection and grading as an instructional
technique was explored by several researchers interested in
improving student performance in basic accounting.
studies

(Baldwin et al.,

1978; Vruwink & Otto,

effect on student performance was inconclusive.
Baldwin et al.

(1978)

In two

1987),

the

In the

study there were some positive

indications that homework collection did in fact improve
performance.

The authors suggested had they included an

analysis of student motivation as a variable in the study,
it is possible that homework collection would indeed
significantly impact performance.

Farrelly & Hudson

(1985)

surveyed student preferences regarding teaching techniques
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in basic accounting.

One of the most popular techniques was

the collecting and grading of homework.

Students also

preferred a good portion of class time be spent in reviewing
the homework assignments.

Summary

A number of researchers have attempted to see whether
the basic accounting course could be improved by
manipulating the elements of instruction in the traditional
course.

Hoping to improve student performance,

on researching three elements of the course,
procedures,

course length,

they focused

testing

and homework policies.

The

research for the most part proved to be inconclusive.

As

with research on instructional systems reviewed in the
previous section,

this research can also be viewed as a

manipulation of instruction, but to a lesser degree.

Where

instructional systems research focused on alternative
methods to the traditional,

instructional techniques

research focused on elements of instruction within the
traditional course.
Where 70% of the studies reviewed on instructional
systems were conducted in the 1970's,

over 70% of the

studies on instructional techniques were conducted in the
1980's.

The reason for this change in research interest is

not clear.

Perhaps the inconclusive results from the
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research on instructional systems in the 1970's led later
researchers to shift their focus to the traditional method
of accounting instruction.

Realizing that alternative

methods were not improvements over the traditional,

they

looked at manipulating the elements of the traditional
method for improvements in student performance.
large,

By and

research focused on the elements of the traditional

method were inconclusive as well.

Profile Research - Student Populations

Introduction

A number of research studies in accounting have focused
on different aspects of student populations to discover
their relationship to performance in the classroom.

These

aspects include research on gender, previous accounting
instruction,

and accounting anxiety. The research that was

conducted studied student population variables within the
context of the traditional method of accounting instruction.
No attempt was made by the researchers to manipulate the
classroom environment in these studies.
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Research on Gender

Several research studies that focused on gender
compared the performance of female versus male accounting
students.

Tyson

(1989)

concluded that female students

tended to receive higher grades in all basic accounting
courses than male students.

He attributed the better

performance of female students to their higher work needs.
Other research on gender focused on upper level
accounting students rather than on students in the basic
courses.

The researchers were interested in investigating

gender performance of declared accounting majors.
these studies
Shivaswamy,

(Fraser,

1985)

Lytle,

1978? Hanks &

found female students performing slightly

better than male students.
(1987)

& Stolle,

Two of

Mutchler, Turner,

and Williams

found in a longitudinal study over 18 years that

females consistently outperformed male students on the
average.

Their results were more conclusive than the

previous two studies mentioned above and their research
design took into consideration what they felt were
limitations in the earlier studies.

Several explanations

were offered by the researchers for why females were shown
to perform better than males.

First,

stereotypically a male profession.

accounting is

Females perceiving this

may be motivated to work harder to prove themselves.
Second,

females develop vocational maturity faster than
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males and have a clearer sense of their careers and the
ultimate rewards that will come from them.

Finally,

although fewer female students enroll in upper level
accounting courses,

they seem to have a higher quantitative

aptitude than males.
subject,

Thus,

accounting being a quantitative

they perform better than males in this area.

These

theories are offered by the researchers to explain why
female accounting majors consistently perform better than
their male counterparts in the upper level accounting
courses.

Research on Previous Accounting Instruction

Previous accounting instruction,

notably high school

accounting, has been the subject of several research
studies.

The research focused on the effect previous

accounting instruction had on success in the basic
accounting course offered at the college level.
were mixed.

Smith

(1968)

The results

found students with high school

accounting performed significantly better than those without
in all phases of the course.

Likewise, Mitchell

(1988)

found similar results but only in computational assessments.
Mitchel1s study was conducted in Scotland and it was not
made clear in the study what difference,

if any,

there was

between the system of teaching accounting there and in the
United States.
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Other research studies
1983; Jacoby,

1975; Sherry,

(Baldwin & Howe,
1989)

1983; Bergin,

found little difference in

student performance between those students who had a year or
more of high school accounting and those students who had
none.

In most cases,

generally,

students with prior

accounting education did better early in the course.
However,

they did less well later in the course resulting in

little difference overall between this group of students and
students with no prior accounting education.

The

explanation for these findings was suspected to be that
students with previous instruction became over confident at
the beginning of the course when exposed to topics
encountered in this previous accounting instruction.

They

thus developed a tendency to limit their initial efforts
assuming the whole course would be a repeat of what they had
learned earlier.

These limited efforts caught up with them

when they were faced with new, more rigorous topics later in
the course.

Research on Accounting Anxiety

As many accounting instructors know,

students enrolled

in basic accounting courses often develop anxiety with the
learning experience

(Clark & Schwartz,

1989).

perceptions of accounting as a confusing,

Students'

detailed,

quantitative course resulting from their previous exposure
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to accounting as in high school or in talking with other
students contributes to this anxiety.

Although student

anxiety in general has received considerable research
attention with a large body of literature to support it,

few

studies have related student anxiety to the basic accounting
course.
One of several of the studies of student anxiety in
basic accounting

(Clark & Schwartz,

1989)

assessed the

effects of a behavioral intervention on anxiety levels and
achievement of accounting students.

Although the treatment

designed to reduce anxiety levels seemed to create positive
results by lowering anxiety in some students,

the

relationship between reduced anxiety and classroom
performance was inconclusive.
accounting students

In another study of basic

(Ashenfelter,

1987),

the focus was more

specifically on math anxiety and whether a treatment could
reduce it.

In effect,

the treatment reduced the math

anxiety but the study did not connect the lowering of math
anxiety to student performance in the course.
Schwartz

(1982), however,

found that success in intermediate

accounting could be predicted by math ability.
Clark and Sweeney (1985)

Burdick &

Further,

found that grades in college math

courses were good predictors of success in accounting
courses.
It is understandable that the subject of accounting
with its various complexities might be the cause of student

41

anxiety.

Some degree of anxiety though is thought to

actually aid in the learning process by serving as a
motivator (Auslander,

1979).

However,

debilitating and closes off options

too much anxiety is

(Auslander,

1979).

Summary

Studying student populations to determine traits which
lead to success in learning accounting is an area of
interest to a number of researchers.

Although the results

of the studies are often contradictory,
conclusions can be drawn from them.

some general

First, males seem to

perform better in early accounting instruction than females,
but as the instruction becomes more advanced,
to outperform the males.

And second,

females seem

previous education in

accounting has little overall effect on performance in the
first college basic accounting course.
accounting anxiety,

it appears that being anxious can work

for or against successful performance,
extent of the anxiety.

depending on the

As an overall predictor of success

in achieving high grades in accounting,
grades seem to be good indicators.
grades,

In the area of

the student's math

The higher the math

the higher the accounting grades.
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Research on Student Attitudes in Accounting Education

Introduction

Much of the research on student attitudes in accounting
education was conducted within the research studies reviewed
earlier.

It appears that attitude research is of lesser

interest to researchers than research which affects student
performance in the course.

In many of the studies,

attitude

research was not attempted at all or was viewed as
incidental to the main purpose of the research, which was to
focus on student performance.
In the analysis of the research which was conducted on
student attitudes,

the researchers seemed to have varying

interpretations of the word attitude.
analysis,

Attitude:

For the sake of this

the following definitions apply:

An affective or emotional state brought about by

certain facts or circumstances.

Opinion:

A cognitive belief or position as the result of

certain actions.

As an example,

a student's attitude about a course may

become more positive due to some experimental treatment.
This means that the student's feelings about the course have
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shifted in a positive direction from the beginning to the
end of the tested period.
shift has taken place,
learned a lot,

When interviewed as to why this

the student may say,

I had a good instructor,

"because I

or I really

understand the profession of accounting much better."
are opinions,
said,

cognitive explanations, which,

These

the students

led to the change in the feeling or attitude.
To organize the review of literature on student

attitudes about accounting education,

the outline previously

developed for research on accounting education and profile
research will be generally followed.

Student Attitudes about Instructional Systems

Instructional systems research is research conducted
where an alternative methodology is compared to the
traditional way accounting is taught.
(1986)

looked at students'

Borthick and Clark

attitudes about computer assisted

instruction in accounting courses.

Initially,

there was

student enthusiasm for computer usage in the course,
enthusiasm diminished as the course progressed.

but the

The

researchers state that "attitude is important because it
indicates one's receptiveness to and expectations about
topics to be mastered.

In addition,

attitude may be a proxy

for the perceived value of the subject matter one is
learning"

(p.

144).

They add further that the computer had
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small but real effects on student perceptions of the
accounting which was learned although it had no effect on
performance in the course.
not affected,

Thus,

although performance was

students had the opinion that the computer was

helpful in the learning process resulting in an initial
feeling of enthusiasm for its use.
In another category of instructional system,
(1979)

Bailes

reports on an experiment where a Personalized System

of Instruction
methodology.

(PSI)

was compared to the traditional

PSI involves several components in the

learning process including modularized course structure,
written study materials,
proctors,

student self-pacing,

competency based testing,

lectures.

student peer

and non-required

Students in the PSI classes scored higher on

common examination questions and had more positive attitudes
toward the course.

The research study did not determine the

opinions of the students as to why they felt more positive,
however.

The researchers surmised the reasons to be that

the PSI students had more direct contact with the
instructor.

They were also allowed to retake examinations,

thus reducing the stress of exam pressure.

It is important

to note as well that the study was focused on managerial
accounting students, the level of accounting instruction
immediately above the basic level.
In research conducted by Markell and Pemberton

(1972),

a programmed learning instructional system was compared to
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the traditional methodology.

Students appeared to learn

somewhat more by the nontraditional method and seemed to
like the approach better once they overcame their
unfamiliarity with it.

The researchers found that the

programmed approach stimulated classroom discussion more and
this increased student involvement in the course which may
have contributed to the positive attitudes expressed by the
students.

Student Attitudes about Instructional Techniques

The area of testing,

it would seem, would be ripe for

attitude research on students because it can be potentially
a charged issue.

However,

only three research studies

dealing with student attitudes about testing have been
identified.

The first

(Baldwin,

1982)

measured student

performance and attitudes related to the positioning of
quizzes,

before material was to be covered or after coverage

had been completed.
predictions,

Contrary to the researcher's

students quizzed prior to coverage of material

actually had more positive attitudes about the instructor
and the overall course than students quizzed in the more
traditional manner,

after material had been covered.

Performance, however, was unaffected.

The researcher felt

that the students being quizzed in advance were forced to be
more prepared for lectures and thus could become more
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involved and interested in what was being presented.

In

another study involving the previous researcher with another
(Howe & Baldwin, 1983), the subject of the research was
question sequencing in testing.

Three groups of students

were involved, those with test questions sequenced easy to
difficult, difficult to easy, and randomly.

Only the

students experiencing random sequencing of exam questions
experienced attitude changes.

This group of students felt

more negatively toward the course,
of accounting.

instructor, and the field

The authors presented this finding without

explanations as to why they felt this group experienced the
negative shift.

Finally, Farrelly and Hudson (1985),

in a

survey of student attitudes about how to teach basic
accounting,

found students actually preferred pop quizzes

and making the final exam comprehensive (cumulative).
Several research studies have been concerned with
student attitudes towards course length.
(1982)

Howell and Johnson

found that a compressed-course format was highly

comparable to a regular length format in both student
performance and student evaluation profiles.

The students

in the compressed-course format registered similar attitudes
about the course as students in the regular length format.
In another study (Stout & Bonfield,

1986), the researchers

found that accounting courses could be offered on a
compressed meeting format without regard to negative effects
on student attitudes.
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Regarding homework, the Farrelly and Hudson
student attitude study, discussed above,

found students

preferred having homework collected and graded.
contrary to popular belief.

(1985)

This seems

Students actually preferred a

more structured classroom environment which included,
addition to collecting homework, pop quizzes,
final,

in

a cumulative

the taking of attendance and calling on

non-volunteers in class.
Several other studies involving instructional
techniques related to student attitudes are worth
mentioning.

Snowball and Collins

(1980)

conducted a test to

see the effect televised instruction would have on students
in basic accounting.

Students in the televised course

maintained similar attitudes towards accounting as a major,
and towards the instructor,
the traditional manner.

as did the students taught in

However,

the students taught by

television registered a significantly more positive attitude
towards the accounting profession than the traditionally
taught students.
this.

Soloman

There was not a clear explanation for

(1975)

set out to see whether student

attitudes could be changed more positively by the
introduction of case materials within the traditional
course.

He found that the case materials improved student

attitudes towards the basic course in three areas:
relevancy of accounting in the business world,
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the

helpfulness

and practicality of the course,

and in the amount of

homework participation.

Profile Research and Student Attitudes

In research focusing on students with previous
accounting instruction prior to the first college course,
Baldwin and Howe

(1982)

found that those students with

previous accounting instruction performed better in the
first half of the college course and less well in the second
half.

The researchers concluded that this group of students

developed an attitude of overconfidence in the beginning,
having been previously exposed to much of what was being
covered early in the course.

Students with no previous

accounting background demonstrated behavioral patterns
opposite from this group by attending to their course work
more diligently in the beginning.

These conclusions,

however, were based on assumptions rather than on collected
data.

Summary

It is difficult to draw generalizations from the
research studies focused on the attitudes of accounting
students because they are limited in number.

The research

which was conducted was often done incidental to the primary
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purpose of the research which was to determine the effect on
student performance.
made.

Nevertheless,

several points can be

In the area of instructional systems,

the studies

which researched student attitudes resulted in somewhat more
positive attitudes about the alternative method over the
traditional.

It was not clear, however, whether this was

due to the alternative method itself or the fact that the
students were being paid more attention to than in the
traditional method.
techniques,

In the area of instructional

students seemed to prefer those techniques which

added more structure to the course rather than less.
area of previous accounting instruction,

In the

students with prior

accounting seemed to develop a somewhat complacent attitude
about the current course.

Since student attitude is

important to consider in affecting change in student
learning, more attention needs to be paid to attitude
research in accounting instruction.

Research on Structuring Information

Educational researchers have explored the structure of
information and its impact on learning for many years.

John

Dewey was an early spokesperson for reorganizing subject
matter as a way to aid people in learning,
Archambault

(1964).

according to

Dewey was concerned that traditional

education sought to "instill" the subject in its pure form
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rather than in a form which was more palatable to students.
This pure form approach,

Dewey argued,

acquisition of its stated aim.

Instead of leading to richer

and wider experience for the child,
for the subject"

"prevented the

(Archambault,

it promoted his hatred

1964, p.

xxv).

Dewey wrote about the organization of subject matter in
The Child and the Curriculum (1902).

In this book he

discussed the distinctions between the logical and
psychological aspects of experience,
for subject-matter in itself,
to the child"

(Archambault,

"the former standing

the latter for it in relation

1964, p.

349).

He further

stated:
The psychological statement of
experience follows its actual growth; it
is historic; it notes steps actually
taken, the uncertain and tortuous, as
well as the efficient and successful.
The logical point of view, on the other
hand, assumes that the development has
reached a certain stage of fulfillment.
It neglects the process and considers
the outcome.
It summarizes and
arranges, and thus separates the
achieved results from the actual steps
by which they were forthcoming in the
first instance (Archambault, 1964, p.
349) .
To provide further insight into this concept,

Dewey

compares the psychological and the logical in an analogy
about the distinctions between the process of making a map
and the finished map itself.

In the former,

paths followed, the chance happenings,
discoveries,

the random

result in the final product,
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the accidental

the map, but are

not reflected in it.
experiences,

"The map orders individual

connecting them with one another irrespective

of the local and temporal circumstances and accidents of
their original discovery”
it is from this map,

(Archambault,

stated Dewey,

1964,

p.

350).

But

that the important

information discovered by the mapmaker is organized into a
format which most enhances learning.

The map is a summary,

an arranged orderly overview of previous experiences which
serves as a guide to future experience.
direction,

facilitates control,

useless wanderings,

It provides

economizes effort,

prevents

and points out the paths which lead most

quickly and most certainly to a desired result.
Through the map every new traveler may
get from his own journey the benefits of
the results of others' explorations
without the waste of energy and loss of
time involved in their wanderings wanderings which he himself would be
obliged to repeat were it not just the
assistance of the objective and
generalized record of their performances
(Archambault,
1964, p. 350).
This psychological/logical concept can be likened to
the evolution of the Restructured Information
tested in this research.

(RI)

Approach

The map maker (the developer)

wondered through twenty years of classroom experiences
experimenting with various techniques to make the teaching
of basic accounting more effective.

Similar to the map

maker, the accidental paths followed,
happenings,
product,

the random discoveries,

the map, the big picture,
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the chance

resulted in the final
the overview of the

accounting cycle process.

Like the map,

the developmental

experiences are not present in the final result.
map is a chart of unknown land to the traveler,

Where the
the model of

the accounting cycle process in the Restructured Information
(RI) Approach is a chart of the unknown process to the
uneducated.

Dewey further stated:

(It) puts the net product of past
experience in the form which makes it
most available for the future.
It
represents a capitalization which may at
once be turned to interest.
It
economizes the workings of the mind in
every way.
Memory is less taxed because
the facts are grouped together about
some common principle, instead of being
connected solely with the varying
incidents of their original discovery.
Observation is assisted? we know what to
look for and where to look.
It is the
difference between looking for a needle
in a haystack, and searching for a given
paper in a well arranged cabinet.
Reasoning is directed, because there is
a certain general path or line laid out
along which ideas naturally march,
instead of moving from one chance
association to another (Archambault,
1964, p. 351).
In the distinction between the psychological
making experience)

and the logical

(the map),

(the map

Dewey saw

importance between the logical form and the logical process.
He felt that logical form applies to the product
and the logical process applies to the method
is used)

(Archambault,

(the map)

(how the map

1964).

In the case of the Restructured Information

(RI)

Approach, the logical form is the model of the accounting
cycle process? the logical method is how this model is used
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to process financial information.

The method in this case

was organized around the model.
Using the concept of a model or big picture to enhance
learning was important to Dewey.

"Not until

(the student)

has grasped the larger scene will many of even the commonest
features of his local environment become intelligible.
Analysis leads to synthesis, while synthesis perfects
analysis"

(Dewey,

1933, p.

131).

Further,

the students'

"search is continued until the thing is discovered to be a
related part of some larger whole"
Thus,

(Dewey,

"to grasp the meaning of a thing,

1933,

p.

138).

an event or a

situation is to see it in its relation to other things"
(Dewey,

1933, p.

137).

The concept of relationship and its importance to
learning as stated by Dewey early in the twentieth century
was reiterated a quarter of a century later by Bode

(1927)

who stated that "a logical organization aims to arrange
knowledge in such a way as to show the relation of premise
and conclusion"

(p.

51).

complete the analogy.

He then drew upon geography to

"In geography it begins with the

earth as a globe and works progressing toward details,

so

that the particular facts take their place in a system"
51).

(p.

But his concern went beyond just the logical

organization of information.
psychological

His concern also included the

(as did Dewey's)

and he posed the question

whether the final organization should be psychological in
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character or more of a "practical" sort.

Bode generally

concluded that ultimately it was a combination of the two
and that education which was solely psychological or solely
logical did not serve the needs of the students as well as
education which combined the two.
Kilpatrick (1925),

also writing about the time of Bode,

discussed the psychological and logical approaches to
education by using a dog as an example.
The boy*s first experience was of a
whole dog and he got the notion of a
whole dog.
This notion was at first
simple enough - and adequate - but it
became more and more complex and more
and more adequate as more and more parts
or characteristics were differentiated
and integrated.
However, the notion
under consideration was all the time and
at each time that of a whole dog (p.
299).
By seeing the whole,

Kilpatrick (1925)

the very essence of learning.

felt that this was

The understanding of the

whole allows the learners to control their subsequent
experience of learning.

He,

like Dewey, made a distinction

between the psychological and the logical by stating:
psychological order is the order of experience,
discovery,

and consequently of learning.

"The

of

The logical order

is the order of arranging for subsequent use what has
already been learned"
Kilpatrick (1925)

(Kilpatrick,

1925, p.

302) .

But

like his predecessors advocated a

combination of the psychological and logical as the best
course to be followed to maximize learning.
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He also

believed that learning first must begin with the logical,
the organized whole.

Then as the experiences of the

students with this organized whole expand,
psychological,

the

the experiences of development,

integrated into the learning.

can be

This is because students

would now have an understanding of the whole to put these
experiences into context.
Concerns with the structure of subject matter as an aid
in learning was further expanded upon by Bruner

(1960).

Bruner advocated the teaching of the fundamentals of
structure for a number of reasons.

He felt that it made the

subject more comprehensible to the students.

"Grasping the

structure of a subject is understanding it in a way that
permits many other things to be related to it meaningfully.
To learn structure,
4).

in short,

is to learn how things are

related"

(p.

He also felt that structure enhances

memory.

"Perhaps the most basic thing that can be said

about human memory,

after a century of intensive research,

is that unless detail is placed into a structured pattern,
it is rapidly forgotten"

(p.

24).

He also believed that

structure appeared to be the main road to adequate "transfer
of training."
In order for a person to be able to
recognize the applicability of an idea
to a new situation and to broaden his
learning thereby, he must have clearly
in mind the general nature of the
phenomenon with which he is dealing.
The more fundamental or basic the idea
he has learned, almost by definition,
56

the greater will be the breadth of
applicability to new problems (p. 18).
This statement supports Dewey

(1933)

who feels that transfer

of information happens when the student is able to grasp
common elements of a thing or situation when moving from one
experience to a new one.
Structure according to Bruner's

(1960)

description

implies that what is to be learned can be organized into a
general overall schemata or pattern.

Hyde and Bizar

refer to patterns as "meaningful wholes,

(1989)

a way of making

sense out of a very complex world or a complicated mass of
information"

(p.

31).

They state that if humans did not

engage in the process of pattern formation,

they would be so

swamped with scattered and random information in such
volume,

that it would "paralyze" them.

They further stated

that "real learning takes place only when an existing schema
is modified to handle richer, more complex ideas"
An important attribute of Bruner's
Hyde and Bizar's

(1989)

categorization.

Carnine

(1960)

(p.

31).

structure and

pattern creation is the concept of
(1990)

stated that categorization

might be viewed as the "overriding activity of the brain"
(p.

372)

and without it creating structure or patterns would

be impossible.

Edelman

(1987)

supported Carnine

(1990)

in

this position.

"We do not simply store images or bits but

become richly endowed with the capacity to categorize in
connected ways"

(p.

192).

The emphasis here is clearly on

the interrelationships of things.
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Bruner,

Goodnow,

& Austin

(1967)

saw three benefits in categorization.

reduced the complex environment;

second,

means to identify objects in the world;

First,

it

it provided the
and third,

it

reduced the necessity of constant learning.
Thus,

it seems clear that the concept of how

information is organized for learning purposes has been of
concern to a number of educational researchers.

Their work

has provided a strong base for further research in this
area.

Focusing then on specific courses and subjects to

develop practical applications of their concepts seemed to
be a logical next step.

Conclusion

In most cases,

research on instructional systems,

the

development of alternative methods to the traditional which
was conducted mostly in the 1970's,

did not significantly

affect student performance and attitudes in basic
accounting.

Research in the 1980's shifted focus away from

developing alternative instructional methods to a focus on
the traditional method.

Researchers hypothesized that

student performance and attitudes could be affected by
manipulating the elements of the traditional method.
Research here as well was largely inconclusive.
Rather than pursue research in the categories studied
previously,

another shift in focus needs to be made.

58

This

research explores the concept of restructuring the
information as a way to improve student performance and
attitudes in basic accounting.

CHAPTER 3
METHODOLOGY

Introduction to the Study

The hypothesis for this study was that community
college students taught basic accounting with restructured
information would perform better and have more positive
attitudes than students taught with the traditional
structure as found in accounting courses and texts.
this hypothesis,

To test

a study was conducted in the fall of 1991

to assess the extent to which one type of restructured
information impacted on community college students'
achievement and attitudes in basic accounting as compared to
the structure of information used in traditional courses.
Two groups of community college basic accounting
students were involved in the test of the Restructured
Information

(RI)

control group)

Approach.

One group of students

(the

was taught basic accounting using information

structured in the traditional manner as found in basic
accounting texts and courses.
(the experimental group)

The other group of students

was taught with an approach using

restructured information which contained similar course
content as was found in the traditional structure but in
restructured form.

The impacts on student achievement and

attitudes were compared for these two approaches.
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The effect of the Restructured Information

(RI)

Approach on student achievement was determined by analyzing
test scores and final course grades.

To determine

attitudinal effects, data were collected and analyzed in
three categories: how students felt about their experience
of learning basic accounting, how they felt about the
accounting they had learned,

and how they felt about the

value of learning it.

The Study

Logistics of Study

The Test Site
The study which compared the two approaches for
teaching basic accounting took place at a large urban
community college in Massachusetts.
Community College

(a pseudonym)

Massachusetts

seemed typical of many

community colleges in the similarity of programs it offers
and the students it attracts.
an urban center,

Located on the outskirts of

it provides relatively low-cost educational

programs for students interested in two-year and transfer
options.

Many of the students drawn from the urban center

and surrounding communities to attend the community college
worked at local businesses and retail centers in the region.

61

Massachusetts Community College was selected for this
study for several reasons.

First, the college and several

of the personnel are familiar to this researcher from
previous work and research experiences which have taken
place on the campus.

Second, the one other instructor

besides this researcher who is familiar enough with the

(RI)

Approach to use it in classroom instruction is a faculty
person at this college.

Duration of Study
The study comparing the two approaches took place
during the fall semester,
on September 3rd,
December 13th.
five days.

1991.

The regular semester began

the day after Labor Day,

and concluded on

This was followed by a final exam period of

The semester was approximately fifteen weeks

long.

Access Requirements

To gain permission to conduct research at Massachusetts
Community College,

a meeting was held with the Academic Dean

of the college at which time the proposal to conduct
research was described.

The Academic Dean indicated a

willingness for the research to proceed if certain
conditions were met.

One of the conditions was to prepare a

proposal detailing the project which was to be submitted to
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the college's Faculty Senate for approval.

This proposal

was submitted to the Faculty Senate as requested and is
included as Appendix G

(the details about the research to be

conducted differ somewhat from the actual research that was
conducted because the proposal's submission was required
prior to the finalization of the research plans for this
study).
The research proposal was considered by the Faculty
Senate at its April,

1991 meeting.

It was tentatively

approved subject to the submission and approval of a student
consent form and the data collection instruments which had
not been completed prior to this meeting.
The person in charge of institutional research at the
college was then assigned by the Academic Dean to oversee
the research project as the college's representative.

When

the consent form and the data collection instruments were
completed,

they were submitted to this person and final

approval for conducting the research was granted.

Faculty Involved in the Study

Selection Criteria

Two faculty persons at Massachusetts Community College
were involved in the study of the

(RI) Approach.

The

instructors were chosen because of their extensive teaching
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experiences, their familiarities with teaching accounting
courses,

and their similarities of professional backgrounds.

Further,

their classroom teaching approaches were determined

to be equivalent based on an analysis of four sets of
student evaluations for each instructor.

Details of how

this professional similarity and teaching equivalency were
determined are discussed in the next section.
In the experiment,

one instructor using the

(RI)

Approach taught basic accounting to three classes which
became the experimental group; the other instructor using
the Traditional Structure Approach taught basic accounting
to two classes which became the control group.

The

experimental and control groups were then compared for
differences in achievement and attitudes.
Having one instructor teach only experimental classes
and another instructor teach only control classes might
raise concerns about the experimental design.

Since only

one of the two instructors was familiar with the
Approach,

(RI)

it was felt that rather than attempt to train the

other instructor in it,

the experiment would proceed with

instructors teaching the approach with which they were most
familiar.

Also,

once an instructor understands the

(RI)

Approach, he or she would probably find it difficult to
return to the teaching of basic accounting using the
Traditional Structure Approach without being influenced by
this alternative approach.
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Equivalency of the Instructors

The instructors involved in the study were chosen
because of their extensive teaching experiences,
familiarities with teaching accounting courses,
similarities of professional backgrounds.

their
and their

The instructor of

the experimental group had earned a BS degree in 1966 and an
MBA degree in 1968 and had been teaching accounting courses
at Massachusetts Community College from 1968 to the present.
For the period of 1971 through 1979, this instructor
functioned in a dual capacity as faculty and Business
Division Chairperson.
The instructor for the control group earned a BS degree
in 1974 and an MBA degree in 1979.

This instructor had

several teaching experiences including high school from 1974
to 1982 and at Massachusetts Community College from 1983 to
the present as a member of the accounting faculty.
last five years,

For the

this instructor has functioned in the dual

capacity of Accounting Department Chairperson and accounting
faculty.

Thus,

from the standpoint of teaching,

administrative experiences,

and

and familiarities with teaching

accounting courses, these instructors seem closely
equivalent.
To measure students'
two instructors,

responses to the teaching of the

four sets of student evaluations were

requested and received from each instructor.
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The faculty at

this community college are evaluated by students on fourteen
categories as follows:
1.

How well did the course meet the published course
description?

2.

How well were obstructional objectives of the course
explained?

3.

To what extent were obstructional objectives
accomplished?

4.

How well was the course organized?

5.

How well prepared was the instructor?

6.

How effective was the instructor's presentation?

7.

Did the instructor have a grasp of subject matter and
related fields?

8.

Was the method of instruction appropriate to the
course description?

9.

How well did the instructor respond to student
questions?

10. Were students encouraged to participate in class?
11. How fair was the instructor's method of evaluation of
student performance?
12.

Did the instructor meet with and help you when
requested?

13. How effective overall was the assigned text as a
learning aid?
14. How effective overall were supplementary materials?
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Using a five point evaluation scale where 5 =
Excellent,

4 * Very Good,

Unsatisfactory,

3 * Fair,

2 = Poor,

and 1 =

students rate the instructor on the fourteen

categories above during the teacher evaluation period vhioh
taxes place at the end of the senester.
Overall, the instructor of the experimental group
received an average evaluation of 4.45 on all fourteen
categories

(4.4,

4.45,

4.35,

and 4.52 averaged together)

for

the four classes; the instructor of the control group
received an overall average evaluation of 4.50 cn all
fourteen categories
together).

(4.54,

4.46,

4.55,

and 4.4 averaged

On the basis of the overall evaluations,

the

instructors seemed to be equivalent.
Each of the fourteen categories vas then compared
individually between the experimental and control
instructors.

A statistical analysis using Student's t tests

vas conducted to determine whether there were significant
individual variations in the categories which were
unapparent in the overall average figures above.

The

results of this statistical analysis are included in Data
Table 1.

There were no significant differences between how

students rated the instructor for the experimental group or
the instructor for the control group based cn the fourteen
categories for the four sets of evaluations considered.
Thus,

on the basis of teaching experience,

familiarities with teaching accounting courses,
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similarities

of professional backgrounds,

and ratings on student

evaluations, the instructors were determined to be
equivalent for the purposes of this study.

The Population Being Studied

Introduction

Community college students were selected for this study
because they represented the population most accessible and
familiar to this researcher, having been in community
college education for 21 years prior to this study.
Further, the

(RI) Approach was developed and tested on

community college students during eight years prior to this
formal research project.

It was felt that the educational

challenge brought about by this student population provided
a comprehensive test of the

(RI) Approach.

Students self-select courses at Massachusetts Community
College and although assignment to different classes was not
random,

it was assumed that the classes would be relatively

equivalent in terms of student profile.

To determine

whether this assumption was valid, data from the
experimental and control groups were collected from several
sources at the beginning of the fall semester.
pre-questionnaire

A

(Appendix A) which collected attitudinal

and demographic data was administered early in the semester.
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In addition, data on student placement test scores were
provided by the college.

Details of how this data were

collected are included in the Method of Data Collection
section later in this Chapter.
data,

From a comparison of this

it was determined that the assumption of equivalency

was valid.

How this equivalency was determined is presented

following a description of the experimental and control
groups included next.

The Experimental Group

The experimental group consisted of three classes with
a total of 58 students.

The class times and numbers of

students per class were as follows:
Experimental Class 1 -

19 students

8:00-9:15 a.m. TTh?

8:00-8:50 a.m.

Experimental Class 2 -

F

26 students

9:30-10:45 a.m. TTh; 9:00-9:50 a.m.
Experimental Class 3 -

F

13 students

12:30-1:45 p.m. TTh;

1:00-1:45 p.m.

F

Data Table 4 contains the demographic details of the
experimental group.

Highlights of some of the statistics

show that more than half

(55%)

of the students were male.

The largest age category was 18 to 21 years which included
79% of the students.
age category.

Another 10% were in the 22 to 26 year

27% of the students had settled on accounting
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as a major while the remaining 73% were in the
non-accounting and undecided categories.

Students with

previous accounting instruction amounted to 29% of the total
and most of these students felt that their previous
experience had been successful for them.

67% of the

students expected to receive a B grade for the course while
14% expected an A grade.

The Control Group

The control group consisted of two classes with a total
of 51 students.

The class times and numbers of students per

class were as follows:
Control Class 1 -

28 students

9:00-9:50 a.m. MWF; 9:30-10:20 a.m. Th
Control Class 2 -

23 students

11:00-11:50 a.m. MTuWF
Data Table 4 contains the demographic details of the
control group.

Highlights of some of the statistics show

that 63% of the students were male.

The largest age

category was 18 to 21 years which included 75% of the
students.

Another 10% were in the 27 to 40 year age

category.

26% of the students had settled on accounting as

a major while the remaining 74% were in the non-accounting
and undecided categories.

Students with previous accounting

instruction amounted to 50% of the total and most of these
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students felt that their previous experiences had been
successful for them.

62% of the students expected to

receive a B grade in the course while 20% expected an A
grade•

Equivalency of the Experimental and Control Groups

Data Table 4 shows that the demographics of the
experimental and control groups were quite similar in terms
of student age, program,
grade.

and prediction of final course

Variations in each of these categories amounted to

only a few percentage points.

The percentage of male

students in the control group was somewhat greater than in
the experimental group

(63% vs.

55%)

but the less than 10%

difference was not considered important.

Analyzing previous

accounting instruction shows that more than two-thirds
of the experimental group and one half

(50%)

(71%)

of the control

group had some previous accounting instruction prior to this
study.
On the pre-questionnaire
(consisting of six parts)

(Appendix A),

and question 2

question 1

(consisting of 8

parts) were designed to collect data about students'
attitudes about the anticipation of studying accounting.
Question 1 focused on the importance of studying accounting;
question 2 focused on what students thought their experience
of studying it would be like.

Data for each question were
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combined for the experimental and control groups and
compared using Student's t tests.

The range of student

responses to the individual parts of each question was too
narrow to analyze each part individually.

This analysis

was done to see whether students' beliefs and attitudes in
the experimental and control classes differed to the extent
that the results of this study might be compromised.
The results of this statistical analysis for questions
1 and 2 are shown in Data Table 3.

The calculated t value

for each question showed that there were not significant
differences between the responses of the students in the
experimental and control groups for either question.

Thus,

from the point of view of importance of taking accounting
and what the experience would be like, the statistics showed
that the experimental and control groups were not
significantly different.
Placement test scores were obtained from the college
for both the students in the experimental and the control
groups.

Each student upon entering Massachusetts Community

College was required to take placement tests in several
areas as a means of providing data for the counselors of
these students regarding program and course selection,
whether developmental work was necessary.
scores in reading comprehension,

and

Placement test

arithmetic skills,

and

elementary algebra were compared for the students in the
experimental group with the students in the control group.
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Statistical analyses using Student's t tests were conducted
for each of the three placement test areas.
shown in Data Table 2.

The results are

The calculated t values show that

for each placement test, the difference between the
experimental and the control groups was not significant.
Thus,

in the three areas tested by the placement tests,

there were no significant differences between the two
groups.
In all areas investigated, the experimental and control
groups were considered to be equivalent for the purposes of
this study.

The demographic areas compared included sex,

age, program of study, previous accounting instruction, and
course grade anticipated.

The attitudinal areas compared

included students' anticipation of the experience of
learning accounting and the value of learning it.

Finally,

the student placement test scores compared included reading,
arithmetic skills, and elementary algebra.

Method of Data Collection

Introduction

This section details the various sources of data for
this study and procedures for collection.

Prior to

collecting any data, however, students were requested to
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sign and date a consent form.

This consent form is included

as Appendix D.
A pre-questionnaire (Appendix A) was administered at
the beginning of the course to collect information about
students* anticipation of the experience and value of
learning accounting during the course.

In addition,

demographic data about the students were collected on this
instrument as well.

The data used to determine the

equivalency of the experimental and control groups described
earlier in this Chapter was mainly collected on the pre¬
questionnaire .
Also at the beginning of the course, assessment test
scores for the experimental and control students were
provided by the community college.

The assessment tests

were in three areas, arithmetic, reading, and algebra.
Earlier in this Chapter, assessment test data were analyzed
as another measure of equivalency between the experimental
and control groups.
During the course, data were collected from several
classroom observations made of both the experimental and
control classes.

It was felt that a sense of how the

classes were going could be determined from these
observations which would aid in the interpretation of the
results of this research.
The post-questionnaire (Appendix B) was administered at
the end of the semester.

Data were collected on the three
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attitudinal questions studied in this research,
experience of learning,
learned,
about the

namely, the

feelings about what accounting was

and the value of learning it.

In addition, data

(RI) Approach was collected on an addendum page

attached to the post-questionnaire administered to the
experimental students only.
Finally,

at the end of the course, the instructors

provided achievement data.

This included scores of tests

given during the course and the final course grades.
The next several sections provide details of the data
collection instruments and procedures for the various
sources of data for this study.

The Consent Form

The student consent form (Appendix D)
on the same day as the pre-questionnaire.

was administered
The day selected

for its administration is discussed in the following
section.

Students were requested to read and sign the

consent form which described the research to be conducted,
the type of data to be collected,

and the assurance of

anonymity for any student participating in the research.

It

was planned that students wishing not to participate in the
research would be removed from the data collection process.
This concern did not materialize since 100% of the students
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present when the consent form was administered chose to
participate.

The Pre-Questionnaire

Classes at the community college where the test was
conducted began on Tuesday, September 3,

1991.

Friday,

September 6th was selected for the administration of the
consent form and the collection of the data using the
pre-questionnaire.
reasons.

This date was selected for several

First, the three experimental and two control

classes all met on Friday so that all the classes could be
surveyed on the same day.

I felt this would minimize the

possibility of students discussing the experiment had the
data been collected over several days.

Second,

since data

were being collected on the pre-questionnaire about
students'

anticipation of what it would be like to study

accounting,

I also felt that surveying a class early in the

semester would result in the least biased data.

If the data

were collected in a class later in the semester,

it seemed

that the accounting instruction which had proceeded so far
in the course would have likely affected students'
anticipations of the experience.
For both the experimental and control classes,

two

previous class sessions had been held prior to September 6,
the day chosen to collect the data.
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The three experimental

classes had all met on the previous Tuesday and Thursday.
Control class 1 had met on the previous Wednesday and
Thursday and control class 2 had met on the previous Tuesday
and Wednesday.

However, because the instructor of the

experimental classes was ill on Tuesday,

September 3rd, his

classes were met by other accounting faculty who passed out
the printed syllabus and briefly answered general questions
about the course.

The students were then dismissed early.

So prior to the collection of the data, the students in the
experimental classes had met with their instructor once on
Thursday,

September 5th for seventy-five minutes while the

students in the control classes had met twice with their
instructor for a total of one hundred minutes.

It was felt

that this variation in time and number of meetings with the
instructor would have negligible effect on the data
collected on the pre-questionnaire.
For the administration of the consent form and the
collection of the data on the pre-questionnaire,

the

procedures followed in each of the three experimental
classes and the two control classes were the same.
beginning of the class,

At the

I was introduced by the instructor

to the students who were told I was planning to conduct some
research this semester.

Further, they were told that their

cooperation in this effort would be much appreciated.
then introduced myself,
myself,

gave a little background about

and presented a short overview of my research.
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I

I then passed out the student consent form (Appendix D)
and read it out loud slowly to the students.

I asked for

and answered any questions.

Then I requested that they sign

and date the consent forms.

When they had done this,

I

thanked them and collected the forms.
I then passed out the pre-questionnaires

(Appendix A).

I read the instructions slowly out loud to the students.

I

asked for and answered any questions.

I then asked them to

sign and date the pre-questionnaires.

I requested that if

students had questions during their completion,
indicate and I would be over to answer them.

to so

I then

collected the pre-questionnaires as they were completed
thanking each student individually.
To complete the consent forms and the pre¬
questionnaires,

it generally took about fifteen to twenty

minutes for each class.

The only variation in the above

procedures took place during the 9:00 a.m.

class session.

Since both an experimental and control class were scheduled
at this time, data for the control class were collected at
the end of the session rather than at the beginning.

This

variation did not appear to have any effect on the data
collected.
To include students in the research who were absent on
September 6th,
Tuesday,

I returned to the community college on

September 10th to conduct a follow-up survey.

The

instructors directed the unsurveyed students to meet with me
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in a private office where I administered the consent forms
and the pre-questionnaires.

Six students in the

experimental classes and one student in the control class
which met on Tuesday were included in this group

(all the

students for the control class not meeting on Tuesday were
present when the pre-questionnaire was administered on
September 6th).

The data from the seven students were then

included with the data of the students in their respective
classes surveyed on September 6th.

Assessment Test Scores

Assessment test scores were received from the community
college for most of the students in the experimental and
control groups.

As discussed previously in this Chapter,

students were required to be tested in three assessment
areas,

reading,

arithmetic,

and algebra.

Several students

had no scores on record and were eliminated from any
analysis involving the assessment test scores.

Classroom Observations

At the beginning of the course, during the middle,
at the end of the course,

and

a day was selected and each of the

experimental and control classes was observed.

The purpose

was to get a sense of how the classes were going in order to
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have a clearer understanding of the overall study when
interpreting the results.

The Post-Questionnaire

The post-questionnaire

(Appendix B) was administered at

the end of the semester prior to the final examination
period according to the following schedule:
Experimental classes 1,
December 10th?

2,

and 3

follow-up date - December 12th

Control class 1
December 5th?

follow-up date - December 12th

Control class 2
December 10th?

follow-up date - December 11th

The follow-up date was used to survey students absent during
the scheduled survey day.

The procedures for administering

the post-questionnaire and surveying absent students on the
follow-up date were the same as for the pre-questionnaire
discussed earlier.
Of the students remaining in the course at the end of
the semester,

all completed the post-questionnaire except

for three experimental students.
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The^Achievement Data

During the course in which the test of the
Approach was conducted,
tests.

(RI)

students were required to take four

Grades for these were furnished by the instructors

at the end of the course.

The instructors collaborated on

the development and delivery of the tests so the results
would be equivalent.

Same or similar questions were used;

equal weighting was given to the evaluation of the different
parts of the tests? the tests were given on the same days.
It was determined from analysis of the tests and delivery
procedures that the tests were equivalent evaluations
between the experimental and control students.
A student's final course grade was based on the grades
from the tests,
component.

a final test, homework,

and a computer

The experimental and control instructors used

the same weighting for the various evaluation categories
stated above to determine the course grade.

However, with

the exception of the tests, the remaining evaluation
categories were determined not to be equivalent comparisons
between the experimental and control groups.

The grading on

homework and the computer component was determined to be
quite subjective since there were many variables to consider
in assigning the grade.

In addition, the final test given

at the end of the course likewise was determined not to be
an equivalent comparison between the two groups.
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Due to a

misunderstanding, the control students received a review
class focused on the final test while the students in the
experimental group did not.

Furthermore, because of the

different times the final test was scheduled by the college,
the control students had an additional weekend to study for
the final test which the experimental students did not have.
Thus, the only grades which were considered to be equivalent
for the purposes of this experiment were the four tests
given during the course.
In the syllabus provided at the beginning of the
course,

students were informed that they would be allowed to

drop one low semester test grade in the calculation of their
course grades.

On the assumption that some students

incorporated this rule into their test taking strategies,
for the purpose of this experiment, the individual course
grades were then determined by averaging the top three test
scores.

These grades were then averaged to determine the

average course grade for the experimental and control groups
and is referred to as the calculated course grade.
calculated course grade is discussed,

When the

a comparison to the

average course grade actually received by the students will
be made for informational purposes.

This average course

grade was calculated by averaging the individual course
grades furnished by the two instructors involved in the
experiment and is referred to as the actual course grade.
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Letter grades were converted to number grades for the
purposes of statistical analysis.

Data Table 16 presents

number/letter equivalents used by the instructors for
determining actual course grades which were also used for
the calculated course grades.

Course Materials

Introduction

The instructors involved in the test of the

(RI)

Approach collaborated to make the experimental and control
courses as similar as possible.

This section first

describes the course materials received by both the
experimental and control students alike.

The second section

describes the course materials used in the test of the

(RI)

Approach received by the experimental students only.

Course Materials - Experimental

and Control Students

The instructors involved in this experiment had
collaborated on the development of a common syllabus to
include the same course goals,
material covered,

expectations of the students,

schedules of material and tests,

evaluation procedures,

and weightings of evaluation elements

used to determine the course grade.
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In addition,

students

were required to purchase an accounting principles text
book, the working papers

(forms for completing the routine

problems contained in the text),

and a workbook of

accounting problems which were to be worked on the computer.
With the exception of the several classes which were
interrupted for data collection for this research, the
experimental and control classes were conducted as usual for
the semester.

However, the experimental classes also

included the test of the

(RI) Approach.

The course

materials for this approach are described in the following
section.

Course Materials -

(RI)

Approach

Students in the experimental classes received
additional course materials to those mentioned above at no
expense to them.
Appendix F.

These course materials are presented in

References to my authorship of the course

materials were removed prior to the test

(authorship has

been replaced in Appendix F for copyright purposes).

The

materials were organized in a loose leaf notebook with
dividers

(both provided)

and contained three parts.

The

first included forty six pages of text which explained the
(RI) Approach and how it applied to the accounting cycle
process.

The second part included thirteen exercises to be

worked by the students which allowed them to experience the
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(RI) Approach through several levels of complexity.
the fourth,

seventh, and tenth exercises,

After

additional levels

of detail were added to make the exercises cumulatively more
comprehensive.

The third section was a simulated business

start-up problem.

Students operated this simulated business

through eight complete cycles of accounting events.
Provided figures were organized and used to create the
financial statements which were analyzed for decision
purposes.

This problem allowed students to experience the

accounting activities for both service and merchandising
firms and each cycle built cumulatively on the cycle which
preceded it.
The course materials for the

(RI) Approach were handed

out to students following the completion of the pre¬
questionnaire.

The instructor received course materials

which contained teaching notes,
and problems,

solutions to all exercises

and a set of transparencies for overhead

projector use.
Overall Summary

In the design of this experiment,

every effort was made

to anticipate what would be required to assure the most
accurate results.

The test location was carefully selected

and access requirements fully met.

The faculty involved in

the study were chosen for their equivalency which was
determined from analyzing a variety of factors.
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The

population to be studied was analyzed thoroughly to
determine the equivalency of the experimental and control
groups.

Data were collected from a variety of sources from

carefully designed instruments.

As will be seen in the next

Chapter, the thoroughness of the design of this research
paid off by providing interesting and informative results.
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CHAPTER 4
RESULTS

Introduction

The hypothesis for this research was that community
college students taught basic accounting with restructured
information would perform better and have more positive
attitudes than students taught with the traditional
structure as found in accounting texts and courses.

To test

this hypothesis, two groups of community college students
were taught basic accounting,
information

one group with restructured

(the experimental group)

traditional structure

and the other with the

(the control group).

The test

compared the groups on both student achievement and
attitudes in basic accounting.

Achievement was based on

grades supplied by the two instructors involved in the
experiment while a post-questionnaire

(Appendix B)

was

designed and administered to collect data in the three
attitudinal areas.
An addendum to the post-questionnaire

(Appendix C)

was

designed to collect data about the experimental students'
attitudes towards the

(RI) Approach.

Although the data

collected from this addendum do not relate directly to the
hypothesis tested above,

it was felt that useful information

could be gained through an analysis of this data.
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The results of this study are divided into five
sections.

The first section presents demographic

information about the experimental and control groups.

The

second section presents the overall results of this
experiment involving the experimental and control groups.
The third and fourth sections present analyses involving two
variables within the experimental and control groups:
previous accounting instruction and age of students.
Section five is an overall summary of the results.

Demographics of the Experimental and Control Groups

At the beginning of the course in which the test of the
(RI) Approach was conducted,

62 students in the experimental

group and 53 students in the control group completed a pre¬
questionnaire

(Appendix A).

The pre-questionnaire collected

attitudinal and demographic data about the students in the
two groups.

The purpose of this data was to determine

whether the two groups were equivalent for the purposes of
this test.
equivalent

It was determined that the two groups were
(see Chapter 3, Methodology,

for the details of

how this equivalency was determined).
During the course,
to attrition.

a number of students were lost due

Four experimental students and two control

students who had completed the pre-questionnaire withdrew
very early in the course before attempting any tests and
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they were eliminated from the experiment.

Thus,

for the

purposes of this study, the experimental group consisted of
58 students while the control group consisted of 51
students.
At the conclusion of the course, the experimental group
had decreased from the original 58 to 42.

Twelve students

were lost due to withdrawals or not completing the course.
One student not completing the post-questionnaire received
an incomplete grade while three students who successfully
completed the course did not complete the post¬
questionnaire.

The control group had decreased from the

original 51 to 42.

This decrease was due to nine students

who withdrew or did not complete the course and did not
complete the post-questionnaire.
Table 5, Appendix E presents the demographic comparison
between the pre- and post-groups for the experimental and
control students.

The percentages of students in the two

demographic categories analyzed, namely previous accounting
instruction and age of students,
between the pre- and post-groups.

remained pretty constant
It is noteworthy that 30%

of the students in the experimental group had no previous
accounting instruction while the same students in the
control group totaled over 50%.
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Overall Results;

Experimental and Control Students

Introduction

To test the hypothesis that the experimental students
would have better achievement and attitudes from learning
accounting using the
students,

(RI) Approach than the control

four questions were formulated.

The first was related to achievement.
related to students*

The second was

experiences of learning.

The third was

related to how students felt about the accounting they had
learned,

and the fourth, to the value of what was learned.

Each question will be analyzed by first providing an
overview of how the data was collected and then the results
of an analysis of this data.

Question 1

Will community college students who are taught basic
accounting with restructured information perform better as
measured by test scores and final course grades,

than

students taught with the traditional structure?

Overview of Question 1
Achievement in this experiment was determined by an
analysis of grades provided by the two instructors involved.
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Four semester tests were given to both groups of students.
These grades were determined to be the only equivalent
comparisons between the experimental and control groups
although students received grades in several other
categories.

The top three tests were averaged to determine

the individual course grades.

These in turn were averaged

to determine an average group grade.

This average is

referred to as the calculated course grade.
The instructors also provided the individual course
grades,

the grades actually received by the students.

grades were averaged for the two groups.
to as the actual course grades.

These

These are referred

The actual course grade is

used for informational purposes only since the grade was
determined from the semester test grades and from several
other categories which were not equivalent comparisons
between the experimental and control students.

Further

details of how the calculated and actual course grades were
determined are included in Chapter 3, Methodology.
To maintain consistency between the experimental and
control groups,
established

number/letter grade equivalents were

(Table 16, Appendix E).

Results of Question 1
Table 6, Appendix E presents the analyzed data for
Question 1.

An examination of the mean test scores between

the two groups shows that the experimental students scored
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significantly higher than the control students on the first
test at the 5% level of significance.

For the remaining

three tests, there were no significant differences between
the two groups for any of the tests.
The experimental students scored higher on both the
calculated and actual course grades than the control
students but the differences were not significant.

The

experimental students received an average calculated course
grade of 2.74

(slightly better than a B-)

students received a 2.57

while the control

(about half way between C+ and B-).

For actual course grades, the experimental students received
a 2.78

(slightly better than a B-) vs.

students

2.31 for the control

(about a C+).

Assessment test scores for the experimental and control
students were compared to determine whether there were any
differences between the two groups as measured by these
tests.

There were no significant differences between the

experimental and control students in the three assessment
areas,

reading,

arithmetic,

and algebra.

Question 2

Will community college students who are taught basic
accounting with restructured information have more positive
attitudes toward their learning experiences than students
taught with the traditional structure?
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Overview of Question 2
The data for Question 2 were collected on question 2 of
the post-questionnaire

(Appendix B).

Eiqht experience

categories were included in this question: not enjoyable vs.
enjoyable? confusing vs.

clear; tense vs.

lively? worthless vs. valuable?

frustrating vs.

hard vs. easy? boring vs.

interesting.

between 1

and 5

(more negative)

established for each category.

relaxed? dull vs.
fulfilling;

A range of responses

(more positive) was
Students circled the number

which represented their feelings between the two extremes.
The data for all eight experience categories were
combined and one Student's t test was conducted.

The range

of responses of the students to this question was too narrow
to conduct individual t tests on each experience category.

Results of Question 2
Table 6, Appendix E presents the analyzed data for
Question 2.

While the students in the experimental and

control groups both generally responded positively to this
question,

there was no significant difference between their

responses.

Question 3

Will community college students who are taught basic
accounting with restructured information have more positive
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attitudes toward their understanding of basic accounting
than students taught with the traditional structure?

Overview of Question 3
The data for Question 3 were collected on question 3 on
the post-questionnaire

(Appendix B).

Question 3 on the

post-questionnaire was divided into 13 statements to which
students responded in five opinion categories:
agree,

strongly

agree, neither agree nor disagree, disagree,

strongly disagree.

and

Numbers 1 through 5 were assigned to

each category respectively.

Thus,

the lower the number,

the

more positive the response to the statement.
The first ten parts of question 3 focused on content
and outcomes from the course.

The next two parts focused on

the student's overall feelings about the course.

The last

part collected data about student's interest in majoring in
accounting.

The data for the last part was not used in the

analysis of Question 3.

This was because it was felt that

whether some students wanted to major in accounting or not
might have little connection to how they felt about the
course.
The data for all twelve statements were combined and
one Student's t test was conducted.

The range of responses

of the students to this question was too narrow to conduct t
tests on each individual statement.
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Results of Question 3
Both the students in the experimental group and the
students in the control group responded quite positively to
Question 3.

There was no significant difference between the

responses of the two groups.

Question 4

Will community college students who are taught basic
accounting with restructured information have more positive
attitudes toward the benefits of studying accounting than
students taught with the traditional structure?

Overview of Question 4
The data for Question 4 were collected on question 1 of
the post-questionnaire

(Appendix B).

This question was

divided into six statements focused on the benefit of
accounting to future courses, personal finances,
professional aspirations.

and

Students responded in five

opinion categories:

strongly agree,

agree, neither agree nor

disagree, disagree,

and strongly disagree.

Numbers 1

through 5 were assigned to each category respectively.
Thus, the lower the number, the more positive the response
to the statement.
The data for all six statements were combined and one
Student*s t test was conducted.
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The range of responses of

the students to this question was too narrow to conduct
individual t tests on each statement.

Results of Question 4
Table 6, Appendix E presents the analyzed data for
Question 4.

While both the students in the experimental and

control groups responded quite positively to this question,
there was no significant difference between the responses of
the two groups.

Summary

The experimental students scored significantly higher
on the first semester test than did the control students.
For the remaining three tests, there were no significant
differences between the scores for the two groups.

While

the experimental students scored better on the calculated
and actual course grades, the differences in the scores
between the two groups were not significant.

There were no

significant differences between the assessment scores of the
two groups.
For the attitudinal questions related to students'
experience of learning, what they learned,

and the value of

learning it, there were no significant differences between
the two groups.
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Secondary Results of the Effect of
Previous Accounting Instruction

Introduction

In analyzing the data in many combinations between and
within groups,

a tendency seemed to emerge in which students

with no previous accounting instruction seemed to score
differently on some tests and course grades than students
with previous accounting instruction.

In addition,

differences in responses to the attitudinal questions
between these two groups seemed to emerge as well.

An

analysis of these two groups was conducted to determine if
level of previous accounting instruction had any effect on
the

(RI)

Approach.

On the pre-questionnaire

(Appendix A),

data were

collected on accounting instruction taken prior to the
course in which the

(RI) Approach was tested.

Two

categories of previous accounting instruction were
determined from this data:
instruction?

(2)

(1)

students with no previous

students with previous instruction which in

their opinions had been successful for them.

Students with

previous accounting which in their opinions had not been
successful were left out of the comparison because there
were so few of them.
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The analysis of the results was done in four
combinations: between the experimental and control groups,
and within the individual experimental and control groups.

Experimental vs. Control Students: No Previous Accounting
Instruction

Analyzed data for this comparison are presented in
Table 7, Appendix E.

For Question 1, achievement, the

experimental students scored significantly higher at the 1%
level of significance on the first test than the control
students.

There were no significant differences between the

remaining three tests.

The experimental students scored

higher on both the calculated and actual course grades, the
difference between the latter being significant at 5%.

For

the calculated course grade, the experimental students
scored a 3.32

(slightly higher than a B+) while the control

students scored a 2.36 (slightly higher than a C+).

There

were no significant differences in the assessment test
scores for the two groups.
For attitudinal Questions 2, 3, and 4, there were no
significant differences between the two groups for any of
the questions.
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Experimental vs. Control Students: Previous Accounting
Instruction

Analyzed data for this comparison are presented in
Table 8, Appendix E.

For Question 1, achievement, there

were no significant differences between any of the test
scores for the experimental and control groups.

Likewise,

there were no significant differences between the calculated
and actual course grades although the control students
scored slightly higher on both.

There were, however,

significant differences between the two groups on two of the
assessment scores.

The control group scored higher on

reading and arithmetic at the 5% level of significance.
There were significant differences between the two
groups for attitudinal Questions 2 and 3, experience of
learning and what was learned.

The level of significance

for both of these questions equaled 1%.

There was no

significant difference between the two groups for Question
4.

Experimental Students: No Previous vs. Previous Accounting
Instruction

Analyzed data for this comparison are presented in
Table 9, Appendix E.

For Question 1, the students with no

previous accounting scored higher on all four tests than the
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students with previous accounting.

Only the difference

between the scores for test three was significant at the 5%
level.

Likewise,

students with no previous accounting

scored higher on the calculated and actual course grades.
The differences for both were significant at the 5% level.
The calculated grade for the students with no previous
accounting equaled 3.32

(about a B+) vs.

for students with previous accounting.
grades showed similar differences.

2.36

(about a C+)

The actual course

Students with no

previous accounting scored significantly higher on the
arithmetic assessment test score at the 5% level.

The

differences in the other two scores were not significant.
For attitude Questions 2,

3,

and 4, there were no

significant differences between the two groups.
Questions 7,8 and 9 included on the Addendum to the
post-questionnaire
closely on the

(Appendix C) were designed to focus more

(RI) Approach for teaching basic accounting.

These questions were divided into four parts each focused on
how the

(RI) Approach contributed to the understanding,

learning,

remembering,

and analyzing of accounting as

related to the big picture, the ledger,

and the relationship

between the ledger and financial statements.

In addition,

question 10 on the Addendum asked the students to rate the
(RI) Approach overall on a scale of 1
(superior).

(very poor)

to 10

The data for all four questions were combined

and one Student's t test was conducted.

100

The range of

responses of the students to the individual parts of each
question was too narrow to conduct individual t tests on
each part.

While the students with no previous accounting

were generally more positive in their responses to this
question, there was no significant difference between the
two groups.
The students in the experimental group were divided
into three categories of previous experience:
some

(1)

none;

(2)

(students successfully completing under 1 year of high

school and/or under 1 college course); and

(3)

a lot

(students successfully completing 1 or more years of high
school accounting and/or 1 or more college courses).

A

graph of the means of the student responses to questions 7,
8,

9 and 10 is included as Figure 4-1 on the following page.

Generally,
ledger,

the questions related to the big picture,

and the overall rating of the approach,

the level of previous experience increases,
became less positive.

the

show that as

the responses

The question related to the

relationship between the ledger and the financial statements
shows that all three groups generally respond equally.
The student responses to the statements related to the
big picture

(question 7), the ledger (question 8),

and the

relationship between the ledger and the financial statements
(question 9)

were then grouped.

Each question was analyzed

using Student's t tests for students with no previous
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Group none:

1

Group some: x

Group lot:

.2.

.4.

o
5

Understand
big picture
Learn
big picture
Remember
big picture
Analyze
big picture
Understand
ledger
Learn
ledger
Remember
ledger
Analyze
ledger
Understand
relationship
Learn
relationship
Remember
relationship
Analyze
relationship
1.2.3.4.5

<s>

Rate

2.4.6.8.10

, ,

Figure 1. Graph of Means of Questions 7, 8
9
and 10
Experimental Post—Group with Previous Accounting Instruction
None vs. Some vs. Lot
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accounting instruction and students with previous accounting
instruction.

Analyzed data for this comparison are

presented in Table 10, Appendix E.

The differences in the

responses between the two groups were significant at the 5%
level for the big picture and ledger questions.

There was

no significant difference between the two groups for the
relationship question.

Control Students: No Previous vs.

Previous Accounting

Instruction

Analyzed data for this comparison are presented in
Table 11, Appendix E.

For Question 1,

achievement,

students

with previous accounting scored significantly higher at the
1% level on the first test.

There were no significant

differences in the remaining three tests.

Although the

students with previous accounting scored slightly higher on
the calculated and actual course grades, there were no
significant differences between the two groups.

There were

no significant differences in the assessment test scores.
There were no significant differences in any of the
attitudinal questions between the two groups.
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Generally, the experimental students with no previous
accounting scored better on tests and on the calculated and
course grades than did their counterparts in the control
group.

There were no significant differences in attitudes

or the assessment test scores between the two groups.

The

effect was reversed for experimental and control students
with previous accounting instruction.

The control students

had a significantly more positive attitude and higher test
scores than the experimental students.

However,

the

assessment scores of the control group were significantly
higher as well.
An analysis of the experimental group alone showed that
students with no previous accounting instruction had more
positive attitudes than students with previous accounting
instruction.

They performed better on the tests and course

grades and rated the

(RI) Approach higher as well.

An

analysis of the control group alone showed that the students
with previous accounting had more positive attitudes and
better grades than their counterparts with no previous
accounting.

There were no significant differences in the

assessment test scores between the two groups.
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Secondary Results of the Effect of Age

Introduction

In further analysis of the data, a second tendency
seemed to emerge.

The older students seemed to respond

differently to some of the questions than the younger
students.

Thus, the effect of age on grades and attitudes

was investigated.

Students were divided into two categories

for this analysis:

(1)

21

(older).

21 and under (younger),

and (2)

over

The 21 and under age category included 81% of

the students in the experimental group and 86% of the
students in the control group.
The analysis of the results was done in several
combinations: between the experimental and control groups,
and within the individual experimental and control groups.

Experimental vs.

Control: Younger Students

Table 12, Appendix E presents analyzed data for this
comparison.

For Question 1,

achievement, the students in

the experimental and control groups performed pretty equally
on all tests,

course grades,

and assessment tests.

None of

the differences between the scores was significant.
The control students responded significantly more
positively at the 5% level to Question 2,
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experience of

learning, than the experimental students.

There were no

significant differences between the two groups in the
responses to Questions 3 and 4.

Experimental vs.

Control; Older Students

Table 13, Appendix E presents analyzed data for this
comparison.

For Question 1, there were no significant

differences between the experimental and control students on
any of the four tests,

in spite of the fact that the

experimental students scored over 17 points higher on the
first test

(92.25 vs.

75.5).

The experimental students

scored higher on both calculated and actual course grades
although the differences were not significant.

There were

no significant differences in the assessment tests between
the two groups.

Likewise, there were no significant

differences in any of the student responses to the
attitudinal questions as well.

Experimental Students: Younger vs. Older

Table 14, Appendix E presents analyzed data for this
comparison.

There were no significant differences between

test scores,

course grades,

groups.

However,

or assessment scores for the two

the older students had a significantly

more positive experience of learning at the 5% level than
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the younger students.

There were no significant differences

between the student responses for attitudinal Questions 3
and 4.
Student responses to questions 6,
the Addendum to the post-questionnaire
grouped and analyzed.

7,

and 8 included on

(Appendix C) were

The older students were significantly

more positive towards the (RI) Approach at the 5% level than
the younger students.
page,

Figure 2,

found on the following

is a graph of the means of the responses of the

students to these questions

(the lower the number,

the more

positive the response).
Student responses to each part of Question 7,
were grouped.

8,

and 9,

Each question was analyzed individually using

Student*s t tests.

Analyzed data for this comparison are

presented in Table 10, Appendix E.

The older students

responded in a significantly more positive manner at the 5%
level for the big picture and relationship questions
(question 7 and 9).

Control Students; Younger vs.

Older

Table 15, Appendix E presents analyzed data for this
comparison.

There were no significant differences in any of

the test scores,

course grades,

assessment test scores,

and

attitudinal questions between the younger and older students
in the control group.
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Group younger:

.

Group older:

1

x

.3.

4

5

Understand
big picture
Learn
big picture
Remember
big picture
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big picture
Understand
ledger
Learn
ledger
Remember
ledger
Analyze
ledger
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relationship
Learn
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Remember
relationship
Analyze
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*
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Figure 2. Graph of Means of Question 7, 8, 9, and 10
Experimental Post-Group Student Age - Younger vs. Older
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Summary

When comparing the experimental and control groups, the
responses of the younger students in the control group were
significantly more positive towards their experience of
learning than the younger experimental students.

For the

older students, there was no significant difference in this
area between the two groups.

For achievement and the two

other attitudinal questions, there were no significant
differences between the younger and older students in either
group.
The older students in the experimental group responded
significantly more positively than the younger students in
their experience of learning.

For the two other attitudinal

questions and achievement, there was not much difference in
the responses of the two groups.
students, however,
the

The older experimental

felt significantly more positive about

(RI) Approach than did the younger students in the

experimental group.

There was not much difference between

the responses of the younger and older students in the
control group.

Overall Summary

The test of the

(RI) Approach resulted in a better

first test score and higher calculated and actual course
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grades for the experimental group over the control group.
The students'

attitudes about their experience of learning,

what they had learned,

and the value of learning it were

generally the same for both groups.
Secondary analysis indicated that there was a tendency
for the students in the experimental group with no previous
accounting instruction to be affected by the

(RI)

Approach

more positively than students with previous accounting
instruction.

Likewise, the older students in the

experimental group seemed to respond to the
more positively than the younger students.
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(RI)

approach

CHAPTER 5
INTERPRETATION OF RESULTS

Introduction

This Chapter is organized around the interpretation of
the results determined in Chapter 4.
into three general areas:
achievement,

(2)

(1)

These results fall

results related to

results related to attitudes,

and

(3)

results related to student populations responsive to the
Restructured Information

(RI)

Approach.

Each is discussed

in detail with interpretations as to why the analyzed data
came out the way it did.
Following these three sections is a section which
discusses the implications of the research findings in this
study for future research.

Finally,

the last section

presents the overall summary and conclusions of the study.

Interpretation of Results Related to Achievement

Results Related to Achievement

The experimental students performed significantly
higher on the first test than the control students.

They

also received higher calculated and actual course grades.

Ill

Interpretation of Achievement Results

On the first test,

the experimental students overall

received significantly higher scores than did the control
students.

Of the four tests, the first was the one most

directly related to the accounting cycle material.

Since

both groups studied the same content and had the same test,
it appears that the

(RI) Approach enabled the experimental

students to learn the material significantly better than the
control students who were taught using the traditional
structure.
The differences in the scores of the remaining three
tests between the experimental and control students were not
significant.

As a matter of fact,

scores between the two

groups were nearly equivalent. Apparently,
accounting cycle material using the

learning the

(RI) Approach did not

translate into an advantage for the experimental students on
material covered later in the course as was originally
suspected.

However,

since the scores between the two groups

were quite equivalent,

it did not result in a disadvantage

either.
In the design of the experiment,

the experimental and

control classes were given the same or equivalent tests.
Although all the tests were scheduled on the same day for
both groups,

there probably were some instances where the

integrity of the tests from class to class was compromised
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for some students,

due to students from different classes

talking with one another about the tests.
least likely to have been compromised,

The one test

however, would have

been the first one, the one in which the experimental
students scored significantly higher than the control
students.

Since it was early in the semester,

students

would not have known each other as well nor would they have
realized that similar or equivalent tests were being given.
The significantly higher first test scores earned by the
experimental students translated into a higher calculated
course grade for them as well since this grade was based on
an average of the three highest test scores.

The difference

between the actual course grades for the experimental and
control students,

however, was greater than the difference

between the calculated course grades for these two groups.
The actual course grade included several evaluation elements
in addition to the tests,
component,

namely,

and a final test.

homework,

a computer

The additional difference

between the actual course grades is most likely attributed
to instructor differences in how they evaluated these other
elements of the course rather than to assume that the
Approach was responsible for it.
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Summary

The experimental students performed significantly
higher on the first test than the control students.

This is

the test most closely associated with the material taught
using the

(RI)

Approach and the higher test scores are

attributed to its use.

The remaining test scores were

equivalent between the two groups so it appears that the
knowledge gain resulting from the first test did not affect
future course material.

The experimental students achieved

higher calculated and actual course grades than the control
students although the differences were not significant.

A

portion of the higher grades can be attributed to the
significantly higher first test grade which resulted from
the

(RI)

Approach.

Interpretation of Results Related to Attitudes

Results Related to Attitudes

Students'

attitudes toward the experience of learning,

how they felt about what they had learned,

and the value

they put on learning it, were not significantly different
between the experimental and control students.
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Interpretation of Attitude Results

There were no significant differences between the
responses of the experimental students and the responses of
the control students to the three attitudinal questions.
The assumption then might be that the

(RI)

Approach resulted

in student attitudes for the experimental students which
were similar to the attitudes of the control students.
However,

a further analysis of the analyzed data shows that

for each of the three attitude questions,

the responses of

the control students were more positive than the responses
of the experimental students.
not significant,

While the differences were

there seems to be something happening which

might have caused the control students to have somewhat more
positive attitudes.
An inspection of the results of the analysis of
questions 1 and 2 from the pre-questionnaire which was used
to determine the equivalency of the pre-groups
Appendix E),

(Table 3,

shows no significant differences between the

experimental and control students.

However,

the control

students were more positive about their anticipated
experience of learning accounting than the experimental
students.

Being more positive at the beginning of the

course may have had an effect on the results at the end.
However,

two other possible reasons to explain why the
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control students were more positive than the experimental
students were identified which seemed more plausible.
First, during the fall semester in which the test was
conducted,

the number of credits for the basic accounting

course increased from three to four with a commensurate
expansion in course content.

In addition,

a spreadsheet

computer component was added to the course which required
the purchase of additional course materials by the students
and the use of a computer by them to solve various
accounting problems during the semester.

Naturally,

both

the experimental and control students experienced the
changes in the course in a similar manner.
students,

The experimental

however, were faced with a third change,

integration of the

(RI)

the

Approach into the course, which the

control students were not.
Although the experimental instructor was a skillful
teacher with more than twenty years of classroom experience,
there are still elements of experimentation and confusion
when a course is changed or new material is added.

Many

experienced instructors will agree that it takes several
times through a course to work out the bugs so that the
presentation of the new or changed material flows smoothly.
Being faced with three new course elements for the first
time in this semester,
computer component,

i.e.,

increased course content,

and the integration of the

Approach, was a challenge indeed.
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(RI)

Further, while the

the

experimental instructor was quite familiar with the

(Rl)

Approach having used it in the classroom for a number of
years,

this was the first time that the classroom materials

developed for this test were used by this person.
appears that the integration of the

(RI)

Thus,

it

Approach plus the

other elements may have been somewhat overwhelming for some
of the students resulting in less than optimum experiences
for them.

This seems to be reflected in the slightly less

positive attitudes about the course for the experimental
students than for the control students.
The second reason identified as possibly contributing
to less positive attitudes for the experimental students was
related to level of previous accounting instruction.

While

this topic is explored in detail in a later section,
briefly,

the experimental students with previous accounting

instruction as a group had a tendency to respond more
negatively to the attitude questions than the experimental
students with no previous accounting instruction.

Further,

the experimental students with previous accounting
instruction out numbered their counterparts with no previous
accounting instruction two to one.

Their more negative

responses had a tendency to cause the overall experimental
group to appear more negative.
It is interesting to note,

however,

that in spite of

the confusion of the semester and the more negative
responses of the students with previous accounting
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instruction,
was.

the experimental group was as positive as it

Perhaps the

(RI)

Approach may have been a contributing

factor in this but there were too many other variables at
play here to draw any definitive conclusions.

Summary

While there were no significant differences between the
experimental and control students on any of the three
attitudinal questions,

the control students had generally

more positive attitudes.

This can be attributed to several

negative factors which affected the experimental students:
they were more negative to begin with,

there was more

confusion in the course related to new course elements,

and

the students with previous accounting instruction were more
negative as a group and out numbered the students with no
previous accounting two to one.

In spite of these factors,

the differences between the experimental and control
students related to attitude were not statistically
significant.
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Interpretation of Results for Populations Responsive
to the Restructured Information

(RI)

Approach

Results of Responsive Populations

Experimental students with no previous accounting
instruction seemed to be more positive about the

(RI)

Approach and they performed better than the experimental
students with previous accounting instruction.

Also,

older

students seemed to have more positive attitudes toward the
(RI)

Approach than the younger students.

Interpretation of Results of Responsive Populations

From the analysis of the data for the experimental
students,

there were indications that the level of previous

accounting instruction had an effect on student achievement.
The experimental students with no previous accounting
instruction earned better test scores and course grades than
the experimental students with previous accounting
instruction.

As a matter of fact, the differences in the

scores between the two groups were significant for one test
and for both the calculated and actual course grades.

An

interpretation of these findings indicates that when the
experimental students with previous accounting instruction
were taught basic accounting using the
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(RI) Approach,

they

were being required to relearn accounting they had already
learned, but in a different way.

It appears that the

experimental students with previous accounting instruction
were being frustrated somewhat in their efforts to build new
learning on what they had already learned.
frustration,

This

along with other factors discussed in the

previous section,

seemed to result in lower test scores and

course grades for the experimental students with previous
accounting instruction.
If the interpretation about the experimental students
above is correct,

then it would make sense that control

students with previous accounting instruction should perform
better than those without previous instruction,
early material in the course.
case.

at least on

It appears that such is the

The control students with previous accounting

performed significantly better at the 1% level on the first
test than the control students with no previous accounting.
Gradually over the four tests,

the grades between the two

groups equalized with the students with no previous
accounting actually performing better on the last test, but
not significantly.

Students with previous accounting

instruction scored higher on the calculated and actual
course grades, much of the differences between the two
grades being attributed to their significantly better
performance on the first test.

The control group behaved in

a manner pretty much similar to students studied by Baldwin
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& Howe

(1983),

(1989).

Bergin

(1982), Jacoby (1975),

and Sherry

These research studies found that students with

previous accounting instruction performed better in the
first part of the basic accounting course but, performed
less well later in the course.

The course grades were

pretty much the same for both groups in these studies,
however.
Another consideration when looking at possible
explanations for the experimental students with no previous
accounting performing significantly better than their
counterparts with previous accounting is the assessment test
scores for these two groups.

All three assessment scores

were higher for the students with no previous accounting
with arithmetic being significantly higher.
study by Clark and Sweeney

(1985)

A research

found that grades in

college math courses were good predictors of success in
accounting courses.

Granted,

assessment scores were not the

same as scores in math courses.

Yet,

it is logical to

assume that students with higher math assessment test scores
should perform better in math courses.

In spite of the

higher math assessment test scores enjoyed by the students
with no previous accounting,

it seems that the difference of

nearly a letter grade between the calculated and actual
course grades for the two groups resulted from a combination
of the factors mentioned above.
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It is interesting to note that when comparing the
experimental and control students with previous accounting,
two facts become apparent from the analyzed data
Appendix E).

(Table 8,

First, there were no significant differences

between the test scores and course grades between the two
groups in spite of the fact that the control students scored
significantly higher on the reading and arithmetic
assessment test scores.
Second,

for the attitudinal questions about the

experience of learning and the feelings about what was
learned, the control students were significantly more
positive than the experimental students at the 1% level.
This is possibly explained by analyzing the experimental and
control groups individually.
alone,

For the experimental students

students with previous accounting had more negative

attitudes than students with none.
alone,

For the control students

students with previous accounting had more positive

attitudes than students with none.

Thus,

to compare the

experimental and control groups with previous accounting is
a comparison of a more negative group with a more positive
group.

The split between the two groups with the control

students moving in one direction

(more positive)

and the

experimental students moving in the other direction
negative),

(more

explains the large differences in attitudes for

these two groups.
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In spite of the experimental students having
significantly more negative attitudes,

and being

significantly outperformed on the assessment tests, their
achievement did not seem to be affected by these factors.
There were no significant differences in the test scores and
course grades between the two groups.

Perhaps,

how the experimental students felt about it,

in spite of

the

(RI)

Approach contributed to their learning in the course.
There is further evidence that the experimental
students with previous accounting instruction may have been
frustrated by having to relearn what they already learned
when taught using the

(RI)

Approach.

Questions 7,

8,

and 9

on the Addendum to the post-questionnaire were directed at
an assessment of the
group.

(RI)

Approach by the experimental

Students with no previous accounting were

significantly more positive about the approach than students
with previous accounting in two of the three question areas.
In addition to students with no previous accounting
preferring the
accounting,

(RI)

Approach over students with previous

there is some evidence that the older students

responded better to the approach than the younger students.
Again,

in an analysis of the results of questions 7,

9 on the Addendum to the post-questionnaire,
(RI)

Approach,

8,

assessing the

the older students were significantly more

positive than the younger students in two of the three
question areas.

and

Perhaps the older adult learner is more
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interested in truly understanding the subject matter which
is conveyed by the

(RI)

Approach than the younger students

who may be more interested in getting through the material
rather than understanding it.

Another explanation might be

that the older learner is more adaptable to different
approaches.

It is important to note,

however,

that the

sample size for the older group was quite small with only
eight students.

It would be useful to analyze this topic

with a much larger sample size.
A follow-up questionnaire was administered to the
experimental students on the last day of classes.

Its

purpose was to collect subjective comments about the
Approach.

(RI)

The students were given a drawing of the model of

the accounting cycle used in the

(RI)

Approach and asked to

write their comments about its use during the semester.
Students were not guided in any other way through verbal or
written instructions.

Students were requested to sign the

follow-up questionnaire,
Overall,

however.

the responses of the students to the

Approach were quite positive.

(RI)

An analysis of the comments

revealed that students made responses about the approach in
two general categories:

as an aid to learning accounting and

as an aid to remembering accounting.

Each of these

categories is discussed below with verbatim student
comments.
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Nearly one half of the students stated that the

(RI)

Approach made accounting easier to learn and understand.
One student stated that "I think it

(the model used in the

(RI) Approach) made accounting a lot easier to learn.

It

was very useful because you could look back to this for
almost everything you do.”

Another student wrote "I really

like this model because I can understand accounting easier
than just knowing how to do it."

Referring to the

arrangement of T accounts in the ledger,
"the reverse
accounting."
the reverse

' C*

a student felt that

is probably the greatest help in

Another student stated that "anyone can learn
1C1

in ten minutes and it follows you throughout

the course."
The

(RI) Approach was also seen by many students as an

aid to remembering accounting.

Wrote one student,

"The

class was hard for me but I kept remembering the accounting
cycle.
where."

It makes it a lot easier to remember what goes
It appeared that students were using the model as a

visual aid in their learning of accounting and frequently
used visual terms such as "look,
describe it.

For example,

see, picture,

one student stated:

and show" to
"I believe

that this method of organization contributes greatly to the
accounting cycle because it gives you something concrete to
look at and recall throughout all accounting procedures.
This way there is a system instead of memorizing abstract
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facts.”

Another student wrote,

"Seeing what happens to the

figures makes it much easier to understand what happens.”
While learning and remembering accounting were two
major categories of comments to emerge from the data,

a

number of other student observations are worth mentioning.
Several students found value in the (RI) Approach for
problem solving and dealing with more complex material.
Others felt that the

(RI) Approach was useful because it

integrated real life experiences into the course.
students felt the repetitious aspect of the

(RI)

Several
Approach

contributed to its success.
When the comments from students were sorted into three
categories,

those with no previous accounting instruction,

those with some previous accounting,
previous accounting,

and those with a lot of

a trend seemed to emerge which upon

reflection seemed quite logical.

As the level of previous

accounting instruction increased, the comments seemed to
focus on how basic the approach was.
a lot of previous accounting,
accounting class,
them."

"If someone never had an

I think this would be a great way to teach

Another student with a lot of previous accounting

wrote "Its use is pretty basic.
how accounting works.
Further,

Wrote one student with

It is a simple way to show

It is a good theory to begin with."

the length and depth of comments seemed to diminish

as students' previous accounting instruction increased.
This parallels the decline in students'
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attitude about the

(RI)

Approach based on their responses to the attitudinal

questions discussed previously.
the

(RI)

Thus,

it again appears that

Approach is responded to most positively by

students with no previous accounting instruction.

Students

who have successfully experienced previous accounting and
who are taught using the

(RI)

Approach were being asked to

relearn what they had already learned in a different way.
This imposition on them seems to be reflected in their
responses in this experiment.

Summary

The

(RI)

Approach seemed to be responded to most

positively by students with no previous accounting.

They

performed better and had more positive attitudes than
students with previous accounting.

Although the students

with no previous accounting had significantly higher math
assessment scores,

the reason for this was mostly attributed

to the requirement that students with previous accounting
relearn what they had already learned in a different way.
This frustrated their ability to build new learning on old.
Another group which registered positive attitudes to the
(RI)

Approach was older students.

Perhaps they liked the

way the approach led to a clearer understanding of
accounting than the younger students.

Overall,

the majority

of the experimental students were quite positive about the
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(RI)

Approach.

Many students pointed to it as an important

aid to remembering and learning accounting.

Implications for Future Research

The results of this study indicate that there is
definite merit in the
students.

(RI) Approach for certain groups of

It would be important, however,

for future

researchers to control several of the variables more closely
in future tests.

Two of these include level of previous

accounting instruction and student age.
the effect of the

(RI)

Further,

to explore

Approach on these groups it would be

important to use larger sample sizes.
the variables in this study,

To attempt to isolate

for example older students with

no previous accounting, would have resulted in sample sizes
too small to provide useful data.
Prior to conducting additional research on the
Approach,

(RI)

it is recommended that the experimental instructor

be well trained in the

(RI) Approach and completely familiar

with the teaching materials and how best to integrate them
into the class.

Further,

future tests of the

(RI)

Approach

would be less open to criticism of teacher bias if
instructors were trained to teach using both the
Approach and the Traditional Structure Approach.

(RI)
Experience

suggests that this might be difficult to accomplish since
once one is familiar with the

(RI) Approach,
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it would be

difficult not to flavor the teaching of the Traditional
Structure Approach with its concepts.

Although several

analyses were conducted in this study to ascertain the
equivalency of the two instructors involved,

it is difficult

to assess the effect of instructor bias on the results of
this study where one instructor teaches using the

(RI)

Approach and the other instructor using the Traditional
Structure Approach.
No doubt,

future research on the

(RI)

Approach would

provide more reliable results if the students in the
experimental and control groups were randomly selected.

It

might have been less of a concern in this study had all the
classes for the experimental students been at the same time
as the classes for the control students.
to last minute scheduling changes,

Unfortunately,

due

the experimental classes

fell outside of the prime time for classes at the community
college where the test was conducted, which is from 9:00
a.m.

to 12:00 noon.

what ways,
8:00 a.m.

It is difficult to assess if,

and in

the students in the experimental groups in the
class and 1:00 p.m.

class were different from the

other experimental students in the 9:00 a.m.

class.

Overall Summary and Conclusions

Considerable research has addressed the problem of poor
student achievement in basic accounting as evidenced by low
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grades and high drop out rates.

Much of this focused on (l)

changing the environment of instruction from the traditional
classroom lecture setting to an individualized setting,
by

(2)

or

manipulating the elements of instruction within the

lecture setting,

for example test frequency.

The results of

this research were largely inconclusive.
Working within the lecture setting,

this study tested a

teaching approach which relied on restructured information
to improve student results and attitudes.

A two dimensional

model of the accounting cycle process was created by
restructuring the accounting cycle information.

An approach

was developed which used this model to teach this material.
A test was conducted comparing the Restructured Information
(RI)

Approach with the traditional approach to determine its

effect on students'

achievement and attitudes.

Two groups of community college students were involved
in the test,

one taught using the

experimental group)
traditional approach

(RI) Approach

(the

and the other taught using the
(the control group).

measured by test scores and course grades.

Achievement was
Attitudes were

compared for the experience of learning, how students felt
about the accounting learned,

and the value put on learning

it.
The experimental students scored significantly higher
on the test most related to the accounting cycle.

The

remaining tests were equivalent between the two groups.
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The

experimental students achieved higher course grades than the
control students but not significantly.

There were no

significant differences between the two groups on the
attitudinal questions.
Overall, the experimental students were quite positive
about the

(RI)

than others.

approach.

Several groups were more positive

Students with no previous accounting

instruction achieved significantly higher grades and were
significantly more positive than students with previous
accounting.

It appeared this latter group experienced

frustration when being required to relearn the accounting
cycle material in a different way.

Older students were

significantly more positive about the
younger students.
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(RI)

approach than
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Pre-Quest lonnaira

Tour responses to this questionnaire are designed to support ae
ay research about this course.
Please answer completely the
information requested.
Beneaber:

the

best

responses are

those which

truly reflect

in

your

feelings.
As I stated on the consent fora, I will need you to identify
yourself on this survey in order to accurately analyze the results
other

person will

see

vonr

responses

eieeet

No

nvscif

Thanks,
Charlie Pedersen
Please write your name__
(1) (2) (3)
1.

Directions:
Please indicate the extent to which you agree or
disagree with each statement below by circling the appropriate
response from the following choices:
5A
A
N
D
5D

Strongly Agree
Agree
Neither agree nor disagree
Disagree
Strongly Disagree

Learning accounting is important because:
it wi11 benefit me in future accounting courses..SA
it will benefit me in other business courses.SA
it wi11 help me understand my personal finances.SA
it will provide an understanding of business.SA
it will make it easier to get a job.SA
it will benefit me in my future work.SA
other (please state)
.SA
other (please state)..SA

2.

A
A
A
A
A
A
A
A

N
N
N
N
N
N
N
N

D
D
D
D
D
D
D
D

5D
SD
SD
SD
SD
SD
5D
SD

(4)
(5)
(6)
(7)
(6)
(9)
(10)
(11)

Direct ions:
Please circle the number between each pair of words
which describes what you feel will be your experience of learning
accounting.
A lower number indicates a more negative experience;
higher number indicates a more positive experience.
not

enjoyable
conf using
tense
dull
worthless
f rus t rating
hard
boring

.1.
. 1 .
.1 .
. 1 .
.1 .
. 1 .
. 1.
. 1.

.
.
.
.
.
.
.
.

. .
.
. .
. .
. .
.. .
. .
. .

.2 .
. 2
.2.
. 2.
.2.
.2.
.2.
.2.

.
.
.
.
.
.
.
.

.
.
..
.
..
..
.
,.

.
.
.
.
.
.
.
.

.
.
.
.
.
.
.
.

3
3
3
3
3
3
3
3

.
.
.
.
.
.
.
.

.
.
.
.
.
.
.
.
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..
.
.
..
..
.
.
.

.
.
.
.
.
.
.
.

.
.
.
.
.
.
.
.

4
4
4
4
4
4
4
4

.
.
.
.
.
.
.
.

.
.
.
.
.
.
.
.

.
.
..
..
..
..
.
.

.
.
.
.
.
.
.
.

. 5.
. 5.
.5.
. 5.
. 5.
. 5.
.5.
.5.

enjoyable
clear
relaxed
lively
valuable
fulfilling
easy
interesting

(12)
(13 )
(14)
(15)
(16)
(17)
(18)
(19)

a

Pre-Questionnaire

- continued

Direct ions:

Please write your responses to the following statements
as completely as you can.
I would appreciate any thought s that come
to mind.
Write on the back of the page if you need more space.
I think my experience of

The

importance of

learning accounting will be.

learning accounting to me is
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Pre-Ques tfonnalre

- continued

Directiona: Please answer the following information.
1

1

(1)

Fema1e

|

20.

Male

21.

Age

22.

Program of study (check one)

23.

Please circle
A (1)
B (2)

(check one)

under 18
18 - 21
22 - 25
26 - 40
over 40

f

(2)

(1)
(2)
(3)
(4)
(5)

__Jicceuntins
Jor
Non-Accountino Major
Not sure

the grade expected in this course
C (3)
D (4)
F (5)
V (6)

What is your accounting education prior to this course
as apply)?
24 .
25 .
26 .
27.
26 .
29 .
30 .

1_L
j_L
1_L
1_L
J_L
J_L
1_L

31.

Other (71
(check as many

None.
Up to 1 year of high school accounting.
1 to 2 years of high school accounting.
Over 2 years of high school accounting.
Less than 1 college accounting course.
1 or more college accounting courses.
Other.
Please explain_

If you checked high school accounting in the question above,
how would you generally rate your experience of learning it?
1—_L
I—_L
•
_L

32 .

(1)
(2)
(3)

Successful
Unsuccessful
Not sure

(1)
(2)
(3)

If you checked college account ino in the ouestion above.
would you generally rate your experience of learning it?
I
i

1
|
_L

Success!ul
Unsuccessful
Not sure

(1)
(2)
(3)

Thank you very much
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PflS t-Qties t i

QTina

i m

Your responses to tbis questionnaire ere designed to support ae in
ay research about tbis course.
Please answer coapletel? the
inforaation requested.

Heneabcr- the best responses are those which truly reflect your
feelings.
As 1 stated on the consent fora that you completed at the beginning
of the semester. I will need you to identify yourself on this survey in
order to accurately analyze the results.
Mo other person will s«>* vnnr
responses

except mvself

Thanks,
Charlie Pedersen
Your signature __
Please print your name__
(1) (Z) (3)
1.

Directions:
Please indicate the extent to which you agree or
disagree with each statement below by circling the appropriate
response from the following choices:
SA
A
N
D
SD

Strongly Agree
Agree
Neither agree nor disagree
Disagree
Strongly Disagree

Learning accounting was important because:
it will benefit ae in future accounting courses..SA
it wi11 benefit ae in other business courses.SA
it helped ae to understand my personal finances..SA
it provided an understanding of business..SA
it (will/has) Bade it easier to get a job.SA
it will benefit me in ay future work.SA
other (please state)
.. . . SA
other (please state)
.SA
2.

A
A
A
A
A
A
A
A

N
N
N
N
N
N
N
N

D
D
D
D
D
D
D
D

SD
SD
SD
SD
SD
SD
SD
SD

(4)
(5)
(6)
(7)
(8)
(9)
(10)
(11)

Direct ions:
Please circle the number between each pair of words
which describes what you feel was your experience of learning
accounting.
A lower number indicates a more negative experience;
higher number indicates a more positive experience.
not enjoyable
confusing
tense
dull
worthless
frus tra ting
hard
boring

.
.
.
.
.
.
.
.

1.
1.
1.
1.
1.
1.
1.
1.

. . . .2 . . .
. . ..2....
. . .2 . . .
. . . .2. . .
. . . .2 . . .
. . . . 2. . ,
. . . .2 . . .
. . . . 2. . .

.
.
.
.
.
.
.
.

.3.
. 3.
.3 .
.3.
.3 .
. 3.
.3 .
.3.

.
.
.
.
.
.
.
.

.
.
.
.
.
.
.
.

.
.
.
.
.
.

.4.
.4.
. 4.
. 4.
.4.
.4.

.
.
.
.
.
.

.
.
.
.,
.
.
.
. . 4. . .

.
.
.
.
.
.
.
.

.5.
.5.

.5.
. S.
. 5.
.5.
. 5.
.5.

Next page please

enjoyable
cl ear
relaxed
lively
va1uable
fulfilling
easy
interesting

(12)
(13 )
(14)
(15)

(16)
(17)
(18)
(19)

a

gflB t-Queationna1 re - continued
3.

Pirectlong:
Please Indicate the extent to which you agree or
disagree with each statement below by circling the appropriate
response from the following choices:
SA Strongly Agree
A Agree
N Neither agree nor disagree
D Disagree
5D Strongly Disagree

Basic accounting now makes sense to me.SA A N D SD

(20)

The activities that make up the accounting
cycle process are clear to me.SA A N D SD

(21)

I feel confident in my ability to:
Analyze accounting transactions.5A
Organize accounting information in a ledger....SA
Prepare financial statements.SA
Analyze financial statements.
SA

A
A
A
A

N
N
N
N

D
D
D
D

SD
SD
SD
SD

(22)
(23)
(24)
(25)

The way the accounting cycle Information was
organized in this course helped me to:
Understand accounting.SA
Learn accounting.
SA
Remember accounting.SA
Analyze accounting.SA

A
A
A
A

N
N
N
N

D
D
D
D

SD
SD
SD
SD

(26)
(27)
(26)
(29)

I feel positive about what 1 have learned in
this course.SA A N D SD

(30)

1 would recommend

this course to a friend.SA A N D SD

(31)

1 plan to major in accounting.SA A N D SD

(32)

Next page please
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Post-QuestlonnaIre

- continued

Direct ions:
Please write your responses to the following statements
as completely as you can.
1 would appreciate any thought s that come
to mind.
Write on the back of the page if you need more space.
4.

My experience of learning accounting was.

1 feel

this course was Important

for me because

Finished - Thank you very much
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Post-Questionnaire

-

Continued

Direct ions:

Given the organization of the accounting cycle
information in the box below, please answer the questions following.

TlSTATE w9nTTS

LEV*
U4fS It-lT'f

*+
D HhEK.'stoyTy

)

1*

^
EaPi

r

'
*

^
j1

A -

if
°C*—-N

iwcovv^e
t

T

J

-1
N 1 *-

Indicate the extent to which the organization of the accounting
cycle Information in the box above is familiar to you.
_ Very familiar
(1)
______ Somewhat familiar
(21
_ Not familiar
(3)
Understanding the overview or "big picture" of the accounting
cycle process as shown in the box above helped me to:
SA A N D SD
Understand accounting.SA
.SA A N D SD
Learn accounting.SA
Remember accounting. . SA A N D SD
.SA A N D SD
Analyze accounting.SA

(2)
(31
(41
( 51

the ledger t 0 form
a backwards "C" as shown in the box above helpedd me( to:
(61
.SA A N D SD
Understand accounting.SA
( 71
.SA
D
SD
Learn accounting.SA A N
(81
.SA A N D SD
Remember accounting.5A
( 91
.5 A A N D SD
Analyze accounting.SA
Understanding the relationship of the ledger to the financial
statements as shown in the box above helped me to :
SA A N D SD
Understand accounting.SA
. SA A N D SD
Learn accounting.SA
. SA A N D SD
Remember accounting.SA
.SA A N D SD
Analyze accounting.SA
10.

( 101
(ill
ill)

(131

Overall, I would rate the approach for teaching the accounting
cycle information as show in the box above as: (please circle a
number)
Superior

Very Poor
1

10

2

Finished - Thank you very much
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Dear Accounting Student,
1 u a graduate student at UMass Aaherst School of
Education.
I also teach community college accounting.
1 aa
studying the basic accounting course to learn sore about It and
to complete ay degree requlreaents.
1 need your help.
The research I aa conducting Is Intended to study community
college students' achievement In basic accounting and their
attitudes toward learning It.
To do this, I will be comparing
two different teaching approaches.
Your class and one other
will be taught using one approach; two other classes wi11 be
taught using a different approach.
I will compare the results
of the two approaches.
1 aa asking you to participate in this research because 1
feel you have a valuable perspective to offer.
Your instructor
is willing to let ae conduct research with your class this
semester.
I hope you will be willing to be part of the study as
well.
Your involvement In this research will be to complete a
questionnaire at the beginning and at the end of this course
which will gather data about your experience and attitudes while
learning accounting.
1 also need soae personal Information
about you such as approximate age, program of study, whether you
have taken accounting before, your scores on achievement tests,
and grades on tests taken during the semester.
Finally, 1 will
need to know your final course grade and your quality point
average at the end of this semester.
The information I collect will be used to complete my
dissertation so that I can qualify for my degree at UMass.
I
need your approval to gather the above data.
1 will also need
you to sign the questionnaires at the beginning and at the end
of the course.
I guarantee that the information I collect will only be seen
by me.
Anything 1 write about will be coded and disguised
including the name of this college.
It will be impossible to
match individuals with the data collected.
I believe that this research will be very useful for
learning more about better ways to teach this course.
1 hope
you will be willing to participate this semester.
Your
contribution is voluntary but greatly needed and will be much
apprecia ted.
If the conditions 1 have outlined above are satisfactory,
please sign below.
Thank you very much.
Slncerely,

Charlie Pedersen
The conditions above are clear and I am willing
In this research study.

to participate

___Da te_
Signat ure .
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I

TABLE 1
RESULTS OF STUDENT EVALUATIONS OF
EXPERIMENTAL AND CONTROL INSTRUCTORS

Evaluation
Categories
1.

Experimental
X
SD
n

n

Control
X

SD

t

Level
of sig

Course met
published
description

76

4.63

.15

104

4.48

.14

-1.46

Instructional
objectives
explained

77

4.47

.10

103

4.49

.15

.22

Instructional
objectives
accomplished

77

4.43

.15

104

4.42

.05

-.03

Course well
organized

77

4.50

.17

104

4.57

.15

.57

Instructor
well prepared •

77

4.61

.21

104

4.72

.14

.88

77

4.35

.27

104

4.57

.17

1.46

77

4.71

.22

104

4.67

.13

-.29

Method of
instruction
appropriate

76

4.42

.18

104

4.43

.14

.06

Instructor's
response to
questions

76

4.41

.17

104

4.48

.11

.66

10.Students
encouraged to
participate

77

4.38

.10

104

4.42

.05

.71

11.Instructor's
evaluation
fair

76

4.43

.14

103

4.44

.05

.24

12.Instructor
available
for help

50

4.35

.32

42

4.56

.27

1.02

13.Effectiveness
of text as
learning aid

73

4.11

.24

86

4.16

.22

.31

14.Effectiveness
of supplemental
materials

59

4.32

.19

54

4.36

.11

.34

2.

3.

4.

5.

6.

7.

8.

9.

Instructor's
presentation
effective
Grasp of
subject matter
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TABLE 2
RESULTS OF PLACEMENT TEST SCORES:
EXPERIMENTAL VS. CONTROL PRE-GROUPS

Assessment Test
Categories

Experimental
n
X
SD

Control
n
X

SD

t

1. Reading
Comprehension
Range = 1-45

56

30.02

8.97

50

30.16

7.34

.09

2. Arithmetic
Skills
Range = 1-35

56

26.13

5.12

50

26.22

6.56

.08

3. Elementary
Algebra
Range = 1-35

54

14.41

8.16

48

16.35

8.41

1.19
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TABLE 3
RESULTS OF QUESTIONS 1 AND 2 ON THE PRE-QUESTIONNAIRE:
EXPERIMENTAL VS. CONTROL PRE-GROUPS

Question
1.

2.

Experimental
n
X
SD

Control
n
X

SD

t

Anticipated
Value of
Learning

57

9.89

2.48

49

10.49

2.26

1.28

Anticipated
Experience of
Learning

57

26.93

4.71

49

28.59

4.58

1.83
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TABLE 4
DEMOGRAPHIC RESULTS:

Category

EXPERIMENTAL VS.

CONTROL PRE-GROUPS

Experimental
n

%

Control
n

%

SEX
Male
Female

32
26

55%
45%

32
19

63%
37%

under 18
18 - 21
22 - 26
27 - 40
over 40

2
46
6
3
1

3%
79%
10%
5%
2%

4
39
3
5
0

8%
75%
6%
19%
0%

PROGRAM
Accounting
Non-Accounting
Undecided

16
37
5

28%
64%
9%

14
31
5

26%
62%
10%

PREVIOUS ACCOUNTING
None
Under 1 yr HS
1-2 yrs HS
Over 2 yrs HS
Under 1 Col.Course
1 or more Col.

17
16
12
3
6
3

29%
28%
21%
5%
10%
5%

25
11
6
2
5
0

50%
22%
12%
4%
10%
0%

GRADE ANTICIPATED
A
B
C
D
F

8
39
11
0
0

14%
67%
19%
0%
0%

10
31
7
2
0

20%
62%
14%
4%
0%

AGE
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TABLE 5
DEMOGRAPHIC RESULTS: EXPERIMENTAL VS.
PRE- AND POST-GROUPS

CONTROL

Pre-Group
Category

Experimental
n
%

Control
n

%

SEX
Male
Female

32
26

55%
45%

32
19

63%
37%

21 and under
over 21

48
10

83%
17%

43
3

84%
16%

PREVIOUS ACCOUNTING
INSTRUCTION-SUCCESSFUL
None
Previous

17
40

30%
70%

25
24

51%
49%

AGE

Post--Group
Category

Experimental
n

%

Control
n

%

SEX
Male
Female

22
20

52%
48%

25
17

60%
40%

21 and under
over 21

34
8

81%
19%

36
6

86%
14%

PREVIOUS ACCOUNTING
INSTRUCTION-SUCCESSFUL
None
Previous

12
26

32%
68%

19
17

53%
47%

AGE
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TABLE 6
RESULTS OF EXPERIMENTAL VS. CONTROL POST-GROUPS OVERALL

n

Experimental
X

SD

n

Control
X

SD

t

Level
of sig

QUESTION 1
ACHIEVEMENT
df=44*
-2.23 sig=5%

TEST 1

41

90.88

TEST 2

41

76.20

19.16

44

77.00

16.89

.21

TEST 3

38

73.32

19.49

42

78.38

18.60

1.19

TEST 4

34

73.12

19.10

40

70.98

17.59

-.50

CALCULATED
COURSE GRADE

42

2.74

1.20

43

2.57

1.36

-.61

ACTUAL
COURSE GRADE

42

2.78

1.23

42

2.31

1.30

-1.70

READING
ASSESSMENT

42

29.45

8.27

42

30.67

7.34

.71

ARITHMETIC
ASSESSMENT

42

26.62

5.21

42

27.00

6.48

.30

ALGEBRA
ASSESSMENT

40

14.98

8.38

41

16.90

8.61

1.02

41

27.00

5.14

44

29.57

7.11

1.90

41

23.76

6.10

42

21.17

7.34

-1.75

40

11.80

3.21

44

11.07

3.04

-1.07

13.01

44

83.68

16.42

QUESTION 2
STUDENTS
EXPERIENCE
OF LEARNING
QUESTION 3
HOW STUDENTS
FELT ABOUT
WHAT THEY
LEARNED
QUESTION 4
HOW STUDENTS
FELT ABOUT
VALUE OF WHAT
THEY LEARNED
*df:

degrees of freedom = n + n - 2
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TABLE 7
RESULTS OF EXPERIMENTAL VS. CONTROL POST-GROUPS
WITH NO PREVIOUS ACCOUNTING INSTRUCTION
Experimental
n
X
SD

n

Control
X

SD

t

Level
of sig

QUESTION 1
ACHIEVEMENT
TEST 1

12

94.08

5.66

20

75.35

19.24

-3.27

TEST 2

12

82.92

19.79

20

74.40

17.49

-1.27

TEST 3

11

83.36

17.66

19

78.95

17.15

-

TEST 4

10

79.50

18.22 '

17

72.41

17.42

-1.00

CALCULATED
COURSE GRADE

12

3.32

1.12

19

2.36

1.45

-1.95

ACTUAL
COURSE GRADE

12

3.38

1.08

19

2.19

1.34

-2.57

READING
ASSESSMENT

12

31.83

8.12

19

29.68

7.88

-.73

ARITHMETIC
ASSESSMENT

12

28.92

5.21

19

26.16

7.65

-1.10

9.27

.73

ALGEBRA
ASSESSMENT

.67

'

11

16.55

10.19

18

19.22

12

27.42

3.80

20

27.90

11

21.45

4.99

19

23.00

11

11.73

3.04

20

11.40

QUESTION 2
STUDENTS
EXPERIENCE
OF LEARNING

8.09

.19

QUESTION 3
HOW STUDENTS
FELT ABOUT
WHAT THEY
LEARNED

7.80

.59

QUESTION 4
HOW STUDENTS
FELT ABOUT
VALUE OF WHAT
THEY LEARNED

*df: degrees of freedom = n + n - 2
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3.57

df=30*
sig=l%

- .26

df=29*
sig=5%

TABLE 8
RESULTS OF EXPERIMENTAL VS. CONTROL POST-GROUPS
WITH PREVIOUS ACCOUNTING INSTRUCTION

n

Experimental
Y
SD

n

Control
X

SD

t

Level
of sig

QUESTION 1
ACHIEVEMENT
TEST 1

25

88.36

15.75

17

91.18 10.33

.65

TEST 2

26

71.35

18.45

17

78.47 18.69

1.23

TEST 3

23

67.61

19.59

16

80.50 19.87

2.01

TEST 4

21

68.14

19.45

16

71.63 18.74

.55

CALCULATED
COURSE GRADE

26

2.36

1.18

17

2.77

1.44

1.03

ACTUAL
COURSE GRADE

26

2.44

1.26

16

2.56

1.37

.30

READING
ASSESSMENT

26

27.42

8.25

17

32.29

6.49

2.05

df=41*
sig=5%

ARITHMETIC
ASSESSMENT

26

25.15

5.13

17

28.59

5.08

2.16

df=41*
sig=5%

ALGEBRA
ASSESSMENT

25

13.44

7.46

17

15.59

8.14

.88

26

26.08

5.82

17

31.71

6.23

3.02

df=41*
sig=l%

26

25.04

6.31

17

18.88

7.10 -2.98

df=41*
sig=l%

25

12.20

3.43

17

11.00

2.62 -1.22

QUESTION 2
STUDENTS
EXPERIENCE
OF LEARNING
QUESTION 3
HOW STUDENTS
FELT ABOUT
WHAT THEY
LEARNED
QUESTION 4
HOW STUDENTS
FELT ABOUT
VALUE OF WHAT
THEY LEARNED
*df:

degrees of freedom = n + n - 2
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TABLE 9
RESULTS OF EXPERIMENTAL POST-GROUPS
WITH NONE OR PREVIOUS ACCOUNTING INSTRUCTION
None

n

X

Previous

n

SD

X

SD

t

Level
of sig

QUESTION 1
ACHIEVEMENT
TEST 1

12

94.08

5.66

25

88.36

15.75

-1.21

TEST 2

12

82.92

19.79

26

71.35

18.45

-1.76

23

67.61

19.59

df=31*
-2.26 sig=5%
-1.55

TEST 3

11

83.36

17.66

TEST 4

10

79.50

18.22

21

68.14

19.45

CALCULATED
COURSE GRADE

12

3.32

1.12

26

2.36

1.18

-2.37

df=36*
sig=5%

ACTUAL
COURSE GRADE

12

3.38

1.08

26

2.44

1.26

-2.22

df=36*
sig=5%

READING
ASSESSMENT

12

31.83

8.12

26

27.42

8.25

-1.54

ARITHMETIC
ASSESSMENT

12

28.92

5.21

26

25.15

5.13

-2.09

ALGEBRA
ASSESSMENT

11

16.55

10.19

25

13.44

7.46

-1.03

12

27.42

3.80

26

26.08

5.82

-.73

11

21.45

4.99

26

25.04

6.31

1.67

11

11.73

3.04

25

12.2

3.43

.39

QUESTION 2
STUDENTS
EXPERIENCE
OF LEARNING
QUESTION 3
HOW STUDENTS
FELT ABOUT
WHAT THEY
LEARNED
QUESTION 4
HOW STUDENTS’
FELT ABOUT
VALUE OF WHAT
THEY LEARNED

*df:

degrees of freedom = n + n - 2
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df=36*
sig=5%

TABLE 10
RESULTS OF POST-QUESTIONNAIRE QUESTIONS 7, 8 AND 9
FOR EXPERIMENTAL GROUP IN THE CATEGORIES OF
PREVIOUS ACCOUNTING INSTRUCTION AND AGE

None vs. Previous Accounting Instruction

n

None
X

SD

n

11

5.91

1.51

11

5.82

11

6.91

QUESTION
7.

BIG
PICTURE
HELPFUL

8. LEDGER
HELPFUL
9. RELATION¬
SHIP
HEfcPFUE

Previous
X

SD

25

7.64

2.27

df=34*
2.30 sig=5%

1.72

25

7.52

2.25

df=34*
2.01 sig=5%

2.34

25

7.12

2.26

t

Level
of sig

.26

Younger vs. Older Students

QUESTION
7.

BIG
PICTURE
HELPFUL

8. LEDGER
HELPFUL
9. RELATION¬
SHIP
HELPFUL

n

Younger
X

SD

n

Older
X

SD

t

Level
of sig
df=38*
sig=5%

32

7.41

2.28

8

5.50

1.61

-2.21

32

7.28

2.37

8

5.75

2.66

-1.60

32

7.47

2.24

* df: degrees of freedom = n + n - 2
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8

5.38

2.07

-2.40

df=35*
sig=5%

TABLE 11
RESULTS OF CONTROL POST-GROUPS
WITH PREVIOUS ACCOUNTING INSTRUCTION
None
n

Y

Previous
SD

n

Y

SD

t

Level
of sig

QUESTION 1
ACHIEVEMENT
df=35*
3.04 sig=l%

TEST 1

20

75.35

19.24

17

91.18

10.33

TEST 2

20

74.40

17.40

17

78.47

18.69

.69

TEST 3

19

78.95

17.15

16

80.50

19.87

.25

TEST 4

17

72.41

17.42

16

71.63

18.74

- .12

CALCULATED
COURSE GRADE

19

2.36

1.45

17

2.77

1.44

.85

ACTUAL
COURSE GRADE

19

2.19

1.34

16

2.56

1.37

.80

READING
ASSESSMENT

19

29.68

7.88

17

32.29

6.49

1.08

ARITHMETIC
ASSESSMENT

19

26.16

7.65

17

28.59

5.08

1.11

ALGEBRA
ASSESSMENT

18

19.22

9.27

17

15.59

8.14

-1.23

20

27.90

8.09

17

31.71

6.23

1.58

19

23.00

7.80

17

18.88

7.10

-1.65

20

11.40

3.57

17

11.00

2.62

- .38

QUESTION 2
STUDENTS
EXPERIENCE
OF LEARNING
QUESTION 3
HOW STUDENTS
FELT ABOUT
WHAT THEY
LEARNED
QUESTION 4
HOW STUDENTS
FELT ABOUT
VALUE OF WHAT
THEY LEARNED

*df: degrees of freedom = n + n - 2
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TABLE 12
RESULTS OF EXPERIMENTAL VS. CONTROL POST-GROUPS:
YOUNGER STUDENTS

n

Experimental
X

SD

n

Control
X

SD

t

Level
of sig

QUESTION 1
ACHIEVEMENT
TEST 1

33

90.55

13.76

37

85.05

14.42

-1.63

TEST 2

33

76.27

18.57

37

76.92

16.81

.15

TEST 3

30

74.07

19.24

36

77.94

18.65

.83

TEST 4

28

72.00

20.62

34

71.06

16.53

-.20

CALCULATED
COURSE GRADE

34

2.76

1.21

36

2.64

1.27

- .38

ACTUAL
COURSE GRADE

34

2.78

1.21

36

2.3

1.28

-1.61

READING
ASSESSMENT

32

30.34

7.26

36

30.11

6.62

- .14

ARITHMETIC
ASSESSMENT

32

27.31

5.08

36

27.25

5.77

- .05

ALGEBRA
ASSESSMENT

31

15.58

8.41

35

17.29

8.44

.82

QUESTION 2
STUDENTS
EXPERIENCE
OF LEARNING

34

26.03

5.15

37

29.68

7.28

2.42

33

24.18

6.12

35

21.09

7.72

-1.83

32

12.16

3.29

37

10.95

3.14

-1.56

QUESTION 3
HOW STUDENTS
FELT ABOUT
WHAT THEY
LEARNED
QUESTION 4
HOW STUDENTS
FELT ABOUT
VALUE OF WHAT
THEY LEARNED

*df: degrees of freedom = n + n - 2
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df=69*
sig^5%

TABLE 13
RESULTS OF EXPERIMENTAL VS. CONTROL POST-GROUPS:
OLDER STUDENTS
Experimental
n
Y
SD

n

Control
X

TEST 1

8

92.25

9.95

6

75.50

26.97

-1.63

TEST 2

8

75.88

22.79

6

78.50

20.21

.22

TEST 3

6

78.33

8.45

5

72.40

27.10

-.51

TEST 4

8

70.50

21.51

5

79.20

21.65

.71

CALCULATED
COURSE GRADE

8

2.69

1.23

6

2.12

1.99

-1.66

ACTUAL
COURSE GRADE

8

2.79

1.41

5

2.40

1.74

-.44

READING
ASSESSMENT

9

26.44

11.00

6

34.00

10.94

1.31

ARITHMETIC
ASSESSMENT

9

23.89

4.78

6

25.50

10.37

.41

ALGEBRA
ASSESSMENT

8

14.50

7.67

6

14.67

10.09

.04

8

30.25

4.06

6

29.33

7.20

-.30

8

22.00

6.09

6

21.33

6.06

-.20

8

10.38

2.56

6

11.67

2.80

.90

SD

Level
t of sig

QUESTION 1
ACHIEVEMENT

QUESTION 2
STUDENTS'
EXPERIENCE
OF LEARNING
QUESTION 3
HOW STUDENTS
FELT ABOUT
WHAT THEY
LEARNED
QUESTION 4
HOW STUDENTS
FELT ABOUT
VALUE OF WHAT
THEY LEARNED

*df: degrees of freedom = n + n - 2
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TABLE 14
RESULTS OF EXPERIMENTAL POST GROUP:
YOUNGER VS. OLDER STUDENTS

n

Younger
X

SD

n

Older
X

SD

level
of sig

t

QUESTION 1
ACHIEVEMENT
TEST 1

33

90.55

13.76

8

92.25

9.95

.33

TEST 2

33

76.27

18.57

8

75.88

22.79

-.05

TEST 3

30

74.07

19.24

8

70.50

21.51

-.45

TEST 4

28

72.00

20.62

6

78.33

8.45

.73

CALCULATED
COURSE GRADE

34

2.76

1.21

8

2.69

1.23

-.14

ACTUAL
COURSE GRADE

34

2.78

1.21

8

2.79

1.41

.02

READING
ASSESSMENT

32

30.34

7.26

9

26.44

11.00 -1.27

ARITHMETIC
ASSESSMENT

32

27.31

5.08

9

23.89

4.78 -1.81

ALGEBRA
ASSESSMENT

31

15.58

8.41

8

14.50

7.67

34

26.03

5.15

8

30.25

4.06

33

24.18

6.12

8

22.00

6.09

32

12.16

3.29

8

10.38

-.33

QUESTION 2
STUDENTS'
EXPERIENCE
OF LEARNING

2.16

QUESTION 3
HOW STUDENTS
FELT ABOUT
WHAT THEY
LEARNED

-.91

QUESTION 4
HOW STUDENTS
FELT ABOUT
VALUE OF WHAT
THEY LEARNED

*df: degrees of freedom = n + n - 2
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2.56

-1.42

df=40*
sig-5%

TABLE 15
RESULTS OF CONTROL POST GROUP:
YOUNGER VS. OLDER STUDENTS

n

Younger
X

SD

n

Older
X

SD

t

Level
of sig

QUESTION 1
ACHIEVEMENT
TEST 1

37

85.05

14.42

6

75.50

26.97

-1.32

TEST 2

37

76.92

16.81

6

78.50

20.21

.21

TEST 3

36

77.94

18.65

5

79.20

21.65

.14

TEST 4

34

71.06

16.53

5

72.40

27.10

.16

CALCULATED
COURSE GRADE

36

2.64

1.27

6

2.12

1.99

-.87

ACTUAL
COURSE GRADE

36

2.30

1.28

5

2.40

1.74

.16

READING
ASSESSMENT

36

30.11

6.62

6

34.00

10.94

1.21

ARITHMETIC
ASSESSMENT

32

27.31

5.08

9

23.89

4.78

-1.81

ALGEBRA
ASSESSMENT

35

17.29

8.44

6

14.67

10.09

-.68

37

29.68

7.28

6

29.33

7.20

-.11

35

21.09

7.28

6

21.33

6.06

.07

37

10.95

3.14

6

11.67

2.80

.53

QUESTION 2
STUDENTS
EXPERIENCE
OF LEARNING
QUESTION 3
HOW STUDENTS
FELT ABOUT
WHAT THEY
LEARNED
QUESTION 4
HOW STUDENTS
FELT ABOUT
VALUE OF WHAT
THEY LEARNED

*df: degrees of freedom = n + n - 2
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TABLE 16
COURSE GRADE - NUMBER/LETTER EQUIVALENTS

Course Grade

Numbers -

Letter Grade

Grade Score

Letter Equivalence
Number Equivalent

A

95 - 100

4.0

A-

90 -

94

3.7

B+

87 -

89

3.3

B

84 -

86

3.0

B-

80 -

83

2.7

C+

77 -

79

2.3

C

74 -

76

2.0

C-

70 -

73

1.7

D+

67 -

69

1.3

D

64 -

66

1.0

D-

60 -

63

0.7

F

Below 60

0.0
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APPENDIX F
STUDENT MATERIALS FOR THE
RESTRUCTURED INFORMATION (RI) APPROACH
EXPERIMENTAL GROUP

Note:

Page
references
in
the
student
materials do not coincide with the
page numbers in this dissertation.

162

ACCOUNTING POWER

Fifth Revision
by
Charles Pedersen

Copyright

(c) January, 1991 by Charles Pedersen
All Rights Reserved

No part of this work may be reproduced in any form
without prior permission of the copyright holder.

Address inquiries to
Professor Charles Pedersen
Quinsigamond Community College
670 W. Boylston Street
Worcester, MA 01606
(508)

853-2300

First Printing - September, 1983
First Revision - January, 1984
Second Revision - September, 1984
Third Revision - September, 1985
Fourth Revision - September, 1986
Fifth Revision - January, 1991

163

TABLE OF CONTENTS
Page
Introduction
. 165
Accounts.168
Asset Accounts.170
Liability Accounts . 173
Revenue Accounts . 175
Expense Accounts . 178
Owner's Equity Accounts
. 181
Ledger.183
Financial Statements

. 185

Income Statement . 185
Balance Sheet
. 187
Owner's Equity Statement . 188
Accounting Cycle
. 189
Double Entry Accounting . 193
Debit and Credit.207
Demonstration Exercises . 209
Sailing Power Demonstration Problem . 233
Week
Week
Week
Week
Week
Week
Week
Week

1.235
2.241
3.247
4.253
5.259
6.266
7.272
8.280

Appendix - Sailing Power Demonstration Problem

.

.288

Depreciation Schedules - Motor and Cooler
. .
Inventory Cost Record - Sailing Power T-Shirts
Comparative and Cumulative Income Statements .
Formal Cumulative Income Statement .
Owner's Equity Statement .

164

290
291
293
294
295

INTRODUCTION

WHAT IS ACCOUNTING POWER?
Accounting Power is a workshop in basic accounting.
It
provides a quick, clear, and concise understanding of
accounting which can be put into practice immediately.
WHY IS THIS WORKSHOP UNIQUE?
*
It uses a copyrighted learning method which visually
organizes accounting into an easily remembered pattern.
This pattern becomes the framework around which
financial information is organized and understood.
*
It is presented using the latest teaching technology to
make the learning process simple and enjoyable.
*
It uses a comprehensive participant's guide to ensure
quick and permanent learning.
WHO SHOULD ATTEND?
Managers, marketing and sales people, entrepreneurs,
administrative assistants, students anticipating a formal
course in accounting, and anyone who deals with financial
information.
This is a hands-on workshop and prior
knowledge of accounting is not necessary.
HOW DOES ACCOUNTING POWER WORK?
The copyrighted learning method is applied to a simulated
business start-up exercise.
Participants operate this
simulated business through eight complete cycles of
accounting events.
For each cycle, provided figures are
organized and used to create financial statements which are
analyzed for decision purposes.
By the completion of the
workshop, participants will understand and be able to use
relatively sophisticated accounting principles.
WHAT TOPICS ARE COVERED?
In this workshop, participants learn the details of the
accounting cycle process including:
*
The Accounting Power learning method.
*
Simple, usable definitions of important accounting terms.
*
Frequently applied accounting principles.
*
How to organize and keep track of key figures.
*
How to create financial statements including income
statements and balance sheets.
*
How to analyze financial statements for decision making.
*
How to organize service and merchandising businesses.
*
And many other topics.
The Accounting Power Learning Method
The Accounting Power learning method and the first
participant's guide were developed by Charles Pedersen and Ed
LeMay in 1983 for the first Accounting Power workshop.
This
learning method is unique in accounting instruction and is
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copyrighted.
Since its development. Accounting Power has gone
through five revisions, the result of extensive classroom
research and experimentation.
It is offered as a 12 to 15 hour
workshop or integrated into a three-credit college basic
accounting course.
The key to the success of the Accounting Power learning
method is the model of the accounting cycle process shown below
(the accounting cycle process is the accounting activities
necessary to keep track of the numbers and produce financial
statements).
The left side of the model is the ledger
containing the five general categories of business accounts:
Asset, Liability, Owner's Equity, Revenue and Expense.
All
numbers flow into these accounts and are organized into totals
called balances.
Accounting Power Model
of the
Accounting Cycle

Numbers In

Decisions Out

\ *

LEDGER

FINANCIAL STATEMENTS

(use)
A

(owe)
L

1
!

!

+

!

(own)
OE
!
!

(use up)
E
+

A
L
OE
R
E
NI

-

+

(earn)
R

!

!

!

!

Asset
Liability
Owner’s Equity
Revenue
Expense
Net Income
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On the right side of the model are the financial statements,
the Income Statement and the Balance Sheet.
The account
balances from the ledger flow into them.
The accounts whose
balances flow into the income statement are positioned opposite
to it; the accounts whose balances flow into the balance sheet
are positioned opposite to it.
If accounting procedures have
been conducted correctly, the balance sheet will balance once
the net income (profit) from the income statement is added to it.
This model then becomes the framework for organizing and
understanding financial information.
The integrity of the model
is held throughout Accounting Power regardless of the detail
added or the topics introduced.
The success of Accounting Power
is the fact that students learn to visualize accounting once
they become familiar with the model.
In addition to the Accounting Power model, other important
educational concepts have been integrated into the design of
this workshop:

*
*

Accounting Power is highly experiential and requires
that students become actively involved in the doing of
accounting.
Terminology is simplified and used consistently.
New material is introduced gradually and logically and
builds on what has already been introduced.
Once new material has been introduced, it is repeated
cycle after cycle in slightly different ways.
Accounting material has a hierarchy of importance.
Accounting Power only concentrates on that which is
most important to learn.
All the numbers used in Accounting Power are small so
that the concepts of accounting are not lost in doing
the math.
The terms "debit" and "credit" are introduced late in
The concept of debit and credit can
Accounting Power,
be easily learned without using the words, eliminating
a great deal of confusion for students

I look forward to your participation in this Accounting
Power workshop.
My goal is to demystify accounting for you by
providing a simple way for you to learn and understand it.
Any
suggestions you may have to improve this workshop will be
greatly appreciated.
CP

January.
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ACCOUNTS
Accountants keep track of numbers by using what are called
"accounts."
A simple account can be created by organizing the
numbers in a "T"-shaped format, thus creating the commonly used
"T" account.
To demonstrate how a "T" account works, assume that you are
using it to keep track of how much cash you have in the bank.
You designate one side of the "T" to record the increases to
cash (the left side) and the other side to record the decreases
(the right side).
Assume you received cash of $300 and $200,
and you paid out cash of $50, $100 and $125.
You would record
it in the "T" account like this:

Increase side

_CASH_
+
300 !
50
200 ! 100
! 125

Decrease side

To determine the amount or the balance in the account,
simply add the figures on the increase side ($500) and subtract
the figures on the decrease side ($275).
The balance ($225) is
recorded on the increase side like this:

+
Increase side —>
BajLance

CASH
300 !
50
200 ! 100
! 125
225 !

k-- Decrease side

account will often have a beginning, or prior balance
This beginning balance will be normally recorded on the increase
side of the "T" account.
Thus the increase side is called the
normal balance side, or the side where the balance will normally
appear.
Assume that the account established above had a beginning
balance of $400.
When the same numbers are entered, your cash
account would look like this:

Beginning balance --y

New balance --y

_CASH
+
400 !
50
300 ! 100
200 ! 125
625 !
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Again, to determine the new balance, you simply add
everything on the increase side ($900) and subtract everything
on the decrease side ($275).
The balance ($625) is recorded on
the increase side, the normal balance side.
A business will use as many accounts as it needs to keep
track of all of its numbers.
Obviously, large businesses will
probably need more accounts than small businesses.
But
regardless of how many accounts you may use, all operate the
same way, with increases recorded on one side and decreases
recorded on the other.
An important thing to remember about accounts is that in
some accounts, increases are recorded on the left side, while in
others they are recorded on the right side.
SOME ACCOUNTS
+

Increase —>
side

OTHER ACCOUNTS

!

l

!
!
!

i

Decrea se -->■
side

!
J

+

■<-- Increase
side

Accountants divide accounting up into five categories or
groups of accounts - asset, liabil ity, owner's equity, revenue
and expense.
It is within these f ive categories that most of
the numbers for a business are ent ered and organized.
Although you may not as yet know what these words mean or
what numbers go where, study the following arrangement of
account categories to determine where the increases and
decreases are recorded.
Categories of Accounts
ASSET

LIABILITY

!
!

!

!

!

+

!

OWNER'S EQUITY
!

+

!
!

EXPENSE

REVENUE

i

!

!

!

!

!
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Notice that the above arrangement of accounts forms a
reverse "C" with all of the increases recorded on the outside
(left side for asset and expense accounts and right side for
liability, owner's equity and revenue accounts).
Notice also
that asset is opposite from liability and expense is opposite
from revenue.
It is helpful to return to this visual arrangement of
accounts whenever you are figuring something out in accounting.
This is the first part of the two-part accounting model
described in the introduction.
Before you learn the second
part, it is important to gain a familiarity with the details of
each account category.

Asset Accounts
Assets are things that you use in doing business.
You use
cash; you use equipment; you use buildings.
These are all
examples of assets.
Look at the following arrangement of accounts to see where
assets are positioned relative to the other accounts.

use)
—>■

A
!
!

+

L
+

!
OE
1!

E
!

+

+

R
-

+
!

!

For
The value you put on an ass et is how much it cost you.
example, if you buy a truck for $500. you assign it a value of
$500 even though you may think it is worth twice this amount
Accountants work with how much things cost, not necessarily how
much they are worth.
All asset "T" accounts are set up like this. with increases
recorded on the left side:

_ASSETS
+

!

Increase side -->•

!
!
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The truck mentioned above would be recorded in its own MT"
account like this:

+

TRUCKS
500 !
!
!

..

If you bought a second truck for $1,000,
the account like this:

Balance —>-

it would be added

TRUCKS
+
500 !
1.000 !
1,500 1

The $1,500 balance is now the total value of your trucks.
Assets are divided into two categories, current and
long-term.
Current assets are those that will be in use for
less than one year before being replaced.
Long-term assets are
assets that will be in use for more than one year before being
replaced.
These are generally larger, more permanent assets
such as buildings.

Assets
_1
!
!

Current Assets -->■ categories
(less than one year)

!
!

Long-Term Assets
(more than one year)
i

!

Typical Accounts
Cash
Accounts Receivable
Supplies
Merchandise
Prepaid

Typical Accounts
Equipment
Buildings
Land

Remember, one year is the time separation between current
and long-term assets.
There are usually a number of different assets used by a
business and each is assigned its own "T" account so that you
can keep track of what you use.
Starting with current assets
(in use for less than one year before being replaced), the more
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important ones are:
Cash - Dollars (and cents) you have on hand or in the
bank, all added together.
Accounts Receivable - Money people owe you. usually
coming from selling something on credit.
People buy
things from you (on account) and you allow them to
charge them: thus you have accounts that you will
receive in the future or accounts receivable.
It is hoped that the accounts receivable will be
collected or turned into cash soon.
Therefore, you can
think of accounts receivable as almost or near cash.
Supplies - Things you have on hand which you will use
and replace as you operate your business are supplies.
Common examples include office supplies such as paper,
pencils and printer ribbons or. if you operate a taxi
business, auto supplies such as gas. oil and spark
plugs.
Supplies usually have a low cost per item or unit, and
will be used and replaced within one year.
Merchandise - There is a type of business that sells
products called merchandise to earn money.
The cost to
the owner of these products on hand, added together, is
the merchandise or merchandise inventory.
If you owned
a hardware store, hammers, nails and masking tape would
be examples of merchandise items.
If you owned a
department store, merchandise may include shirts, candy
and audio tapes.
Prepaid - If you buy an insurance policy and pay for it
when the policy begins, you have paid for it in advance
and have prepaid insurance.
Likewise, if you pay the
rent in advance, you have prepaid rent.
The more important long-term assets
year before being replaced) include:

(in use for more than a

Equipment - Like supplies, these are also things you
use to operate your business.
However, they are
usually more costly per item and will be used for more
than one year before they are replaced.
Examples of
office equipment include calculators, computers and
desks.
Examples of factory equipment include drill
presses, fork lifts and table saws.
Equipment, like other long-term assets except land,
depreciates or loses value due to wear and tear.
When
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you calculate depreciation, you know how much money it
is costing you as these items wear out.
Buildings - Structures the business uses are
buildings.
These are depreciated like equipment.
Land - Land is what the buildings are sitting on.
is not depreciated.

Land

Naturally, you may create as many different asset accounts
as you will need to operate your specific business.
The above
accounts illustrate those more commonly used.

Liability Accounts
Liabilities are things that you owe.
If you borrow money,
you owe it.
If you buy something and charge it, you owe the
money.
In both cases, the amount owed becomes a liability.
Look at the following arrangement of accounts to see where
liabilities are positioned relative to the other accounts.
(use)

♦

A
!
!

—

L
!
!
OE

(owe)
+
+

l
X

+

E
!
!

—

R
|
!

+

All liability "T" accounts are set up as follows, with
increases recorded on the right side.
Please note that this is
opposite to how you record increases in asset accounts.

LIABILITIES
!

!

+

Increase side

!

If you went to the bank to borrow $500 and signed an IOU
called a note payable (the money will be paid in the future),
you have increased the amount you owe so that it would be
recorded like this:
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NOTES PAYABLE
I 500
♦
!
!
If you made a partial payment of $200 to the bank, the amount
you owe would be decreased and would be recorded like this:
NOTES PAYABLE
200 » 500
+
! 300

Balance

!

Like assets, liabilities are divided into two categories,
current and long-term.
Current liabilities are those that will
be paid within one year.
Long-term liabilities are those that
will be paid a year or more in the future.
Liabilities
_1
!

!

!

!

Current Liabilities -->• categories «<-- Long-Term Liabilities
(paid in more than a year)
(paid in less than a year)
1
!
Typical Accounts
Typical Accounts
Accounts Payable
Mortgage Payable
Notes Payable
Bonds Payable
Unearned Revenue
Other Payables
Again, one year is the time separation between current and
long-term liabilities.
Businesses incur different types of liabilities and each is
assigned its own "T" account so you can keep track of how much
you owe.
Starting with current liabilities, the more important
ones include:
Accounts Payable - This is the most commonly used
liability account and records money that you owe when
you buy something and charge it.
When you buy and
charge, you are buying on account and incurring an
obligation that will be paid in the future.
This is
accounts payable.
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Notes Payable - When you borrow money, say from a bank,
the bank asks you to sign a contract with details of
what you have borrowed and how you plan to pay it
back.
This contract is called a promissory note.
Notes payable is the name of the "T" account for any of
these types of obligations.
Unearned Revenue - If you are paid in advance for a job
you have yet to complete, you have not as of yet earned
the right to the money.
Even though you have received
the money, you owe the completion of the job.
Unearned
revenue is the "T" account to record this type of
obligation.
Other Pavables - Anytime you owe something and wish to
identify what it is and track how much you owe, you may
create a *T* account for this purpose.
Thus, if you
owe taxes, you create taxes payable; if you owe rent,
you create rent payable.
The long-term liabilities that are more important are:
Mcrtcace Note Payable - When you borrow money, say from
the bank, to buy real estate, the bank asks you to sign
a promissory note called a mortgage.
This simply
allows the bank to claim the real estate if you do not
pay back the money borrowed.
This is recorded in the
mortgage note payable account.
Because the amount you borrow is usually quite large,
the bank allows you to pay it back over a long period
of time.
Mortgage payback periods of 15 or 20 years
are common; thus a mortgage note payable is a long-term
liability.
Bonds Favable - This is special type of promissory note
that allows businesses to borrow’ money from a number of
individuals as well as banks.
Bond payback periods are
usually greater than one year, so bonds payable is a
long-term liability.
As with assets, you may create as many liability accounts as
you will need to operate your specific business.

Revenue Accounts
Revenue is the money you earn in your business.
If you are
in the business of selling lawn mowers, the money you earn from
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each sale is revenue.
If your business is driving a taxi, the
fares you earn from your customers are revenue.
Look at the following arrangement of accounts to see where
revenues are positioned relative to the other accounts.
(use)

A
+

(owe)

!
I

OE
(earn)

All revenue "T" accounts are set up like this, with the
increases recorded on the right side:
REVENUES
!

+

!

•<--

Increase side

i
If the revenue you earned driving a taxi was $100,
be recorded in its own "T" account like this:

it would

TAXI REVENUE
!

100

+

i
!

If $125 more was earned,

it would be recorded like this:

TAXI REVENUE
!

100

_» 125
I 22 5

+

Balance

Generally, revenue is divided into two categories according
to the type of business you are in.
Service revenue is earned
by businesses that provide a service (service firms).
Taxi
drivers, lawyers and accountants provide a service and thus earn
service revenue.
Sales revenue is earned by businesses that
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sell a product or products (sales or merchandising firms).
A
manufacturing business and a department store earn sales revenue
by selling products.
Revenues
_I
I
!

!
!

Service Revenue —► categories «<*-- Sales Revenue
(provide a service)
(sell a product)
t
!
Typical Accounts
Typical Accounts
Service Revenue
Sales Revenue
Service Income
Sales Income
Professional Fees
Other Sales Rev
Rent Income
Accounts
Interest Income
Other Service Revenue
Accounts

There are a number of different sources of revenue earned by
businesses.
Each source is assigned its own "T" account so you
can keep track of what you earn.
Typical service revenue
accounts are:
Service Revenue and Service Income - General account
names for businesses that earn revenue by providing a
service.
Professional Fees - Account title used a lot by
lawyers, doctors and accountants who provide
professional services.
Rent Income - Revenue earned by equipment rental or
real estate businesses, for example.
Interest Income - Revenue earned by lenders of money.
Other Service Revenue Accounts - You may select any
account title which identifies how your business earns
revenue.
For example, if you earn revenue from selling
tickets for admission to a movie theater, you may wish
to call it "admissions income."
Typical sales revenue accounts include:
Sales Revenue and Sales Income - General account titles
for businesses that earn revenue by selling a product
or products.
Other Sales Revenue Accounts - You may select any
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account title which you feel is appropriate for your
business.
If you earn revenue by selling candy and
popcorn at the theater concession stand, you may wish
to set up an account for “concessions income."
Some businesses earn revenue from a variety of different
sources.
These businesses usually set up several accounts to
identify where their revenues are comi ng from.
Sears, for
example, earns revenue from selling wa shing machines (sales
revenue), then fixes them when they br eak (service revenue) and
earns interest when they let you pay f or the washing machine
over time (interest income).

Expense Accounts
Expenses are things that you use up, or expend, in your
business when you earn revenue.
You use up supplies, you use up
insurance, you use up rent in operating your business.
These
are all examples of expenses.
Look at the following arrangement of accounts to see where
expenses are positioned relative to the other accounts.
(use)

L

_A
+

!

-

!

(owe)
+

!

!

OE
!

+

!

(use up)
--V

E
+

!

~~

R
!

(earn)
+

I

!

All expense "T" accounts are set up as follows, with
increases recorded on the left side.
Please note that this is
opposite to how you record increases in revenue accounts.
EXPENSES
!

Increase side -->■

If you used up $100 of supplies,
own "T" account like this:
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it would be recorded in its

SUPPLIES EXPENSE
+

100

!
!
!

If you used up another $50 o f
like

EUDDlies

t Hi C *

SUPPLIES EXPENSE
+

Balance -->

100

!

_50 I_
150 !

In order to have expenses, you must use up assets.
As you
remember, assets are things that you use in doing business.
Before they are used up. they are assets.
As assets are used
up. they become expenses.
When you use up supplies, they become
supplies expense.
When you use up prepaid insurance, it becomes
insurance expense.
Expenses are divided into two categories: opera ting and
merchandise.
Operating expenses come from the cost s you incur
when you operate your business,
Both service firms and sales
firms incur operating expenses,
Merchandise expens e is what you
pay for the merchandise you sell to your customers.
Only sales
firms incur merchandise expense.

Expenses
_!_
!
!
!
!
Expenses --y categories
Merchandise

Operating
(operating the business)

Expense
(cost of merchandise sold)

!

Typical Accounts
Supplies Expense
Rent Expense
Insurance Expense
Salary and Wages Expense
Advertising Expense
Utilities Expense
Depreciation Expense
Miscellaneous Expense
Other Operating Expense Accounts

Some of the more common operating expenses are:
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Supplies Expense - The cost of supplies used up.
Rent Expense - The cost of renting something such as an
office.
Insurance Expense - The cost of insurance used up.
Salary and Wages Expense - The cost of paying employees
to work (not including the owner).
Advertising Expense - The cost of advertising.
Utilities Expense - The cost of such things as
electricity, gas. heat and telephone.
Depreciation Expense - The cost of using up your
long-term assets such as trucks and buildings.
Gig
assets tend to lose value as they get older, usually
due to wear and tear.
If, for example, you buy a new
truck and drive it for three years, chances are that it
would not be worth as much at the end of the third year
as it was when it was new.
This loss in value is
called "depreciation."
Miscellaneous Expense - This is a catch-all account for
all the little expenses that do not have their own "T"
accounts.
Other Operating Expense Accounts - You may create any
expense accounts necessary to operate your business.
For example, if you use the telephone a lot, you may
wish to create a separate telephone expense account
rather than including telephone expense in the utility
expense account.
Merchandise Expense - If you operate a business that sells a
product to earn revenue (a sales firm), the cost of the product
you sell is the merchandise expense.
A name usually used for
merchandise expense is "cost of goods sold."
In most
accounting, merchandise expense is not given its own separate
"T" account, but is determined by doing a few simple
calculations derived from other accounts.
For the sake of simplicity, assume that merchandise expense
is a separat e "T" account which records the cost of the
merchandise that was used up as it was sold to your customers.
For example, suppose you owned a clothing store and purchased
five shirts for $10 each for a total of $50.
If you sold three
shirts, your merchandise expense would be $30 ($10 X the 3
shirts sold)
The merchandise account

(an asset) on the other hand, would
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then have a balance of $20 or the cost of the shirts you have on
hand ($10 X the 2 shirts on hand).

Owner's Equity Accounts
Owner's equity is what you own in your business.
It is how
much your business is worth to you.
It is your net worth.
Capital is a common account title for owner's equity.
Look at the following arrangement of accounts to see where
owner's equity is positioned relative to the other accounts.
(use)
+

A
!

L
-

—

!

(owe)
+

!

1

(own)

OE

+

«*--

1

(use

ud)

+

E
!

(earn)

R

-

—

J

+

!

!

All capital "T" accounts are set up like this, with
increases recorded on the right side:

CAPITAL
!

+

!

Increase side

!

If your capital was $500 it would be recorded like this:
CAPITAL
! 500

+

!

S
If your capital was increased by $300,
like this:

it would be recorded

CAPITAL_
! 500
+
1 300
I 800
«<-- Balance
Capital is divided into two categories,
invest and capital that you earn.

capital that you

Capital
_l_

!
!

!
1

Capital Invested -->• categories •<-(what you invest)

Capital Earned
(what you earn)

Capital Invested - When you take your personal things and
put them into your business, the worth of these personal things
is called your capital invested.
Commonly, business people
invest cash in their businesses.
If you were to transfer $1,000
from your personal savings account into your business, your
capital invested would be increased by $1,000.
You do not have to invest just cash in your business for it
to be capital invested.
The worth of anything you put into your
business, as long as you own it, is capital invested.
For
example, if you own a computer that is worth $500 and you put it
into your business, your capital invested has increased by $500.
Capital Earned - When you operate your business and earn
revenue, this revenue belongs to you, the owner.
However as you
operate your business, you incur expenses which you are
obligated to pay.
Usually, these expenses are paid from the
revenue that you earn.
What is left over after you subtract the
expenses from the revenue is called "net income" or "net profit."

Revenue
Expenses
Net Income *
As the owner of the business, you have earned revenue and
incurred expenses.
Therefore, the net income is yours, it
belongs to you. you have earned it.
You record it in a "T"
account titled "capital earned."
When you add the balances in the capital invested and
capital earned accounts together, you determine the total amount
* Note: A double line indicates a final balance or total.
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that you own in your business.
"net worth."

This is your

"total capital" or

Capital Invested
+ Capital Earned
Total Capital

Ledger

When all of the accounts are collected and organi zed
together. you have created a ledger.
Using the rever se C format
mentioned earlier, your ledger looks like this:

LEDGER
(use)
ASSET

(owe)
LIABILITY
I

+

!
!

(own)
OWNER'S EQUITY
!
+
!
!
(earn)
REVENUE
!
!
!

!
!
!

+

The ledger is the first part of the two-part accounting
cycle model.
It is used to organize or keep track of the
numbers.
In accounting, keeping track of the numbers is called
bookkeeping.
So in accounting, you generally use your ledger
for bookkeeping purposes.
Notice in the ledger above that the accounts on the left
record increases on the left side and the accounts on the right
record increases on the right side.
Notice also that asset is
opposite liability and that expense is opposite revenue.
Keeping a picture of this pattern of accounts in your mind will
enhance your ability to understand accounting.
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When actual numbers and balances are added to your ledger,
it would look something like this:
LEDGER
(owe)
LIABILITY
30 ! 20
+
_t SO
i 40 <— Balance

(use)
_ASSET
t40 ! 10
30 l
Balance —> 60 1

(own)
OWNER'S EQUITY
-_l 18
4
1 18 <— Balance
!
-

+

(use up)
EXPENSE
3 !
4 !

_1

1

Balance -->» 6

!

(earn)
REVENUE
14
_I
6

+

I 10 <— Balance

Notice that all of the balances are on the increase side of
the accounts.
The increase side of the account is normally
where the balance will appear and is called the normal balance
side.
Notice also that the sum of the balances on the left (60 4
8) equals the sum of the balances on the right (40 4 18 4 10).
Why this is so will be explained shortly.
The next step which will complete our accounting cycle model
is the preparation of the financial statements.
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FINANCIAL STATEMENTS
Keeping track of the numbers is an essential function for
all businesses.
This by itself, however, is not enough.
You
must also be able to make financial decisions based on the
results of your bookkeeping.
This i6 where financial statements
come in.
Financial statements organize the numbers in such a way as
to give you information about your business so you can make
informed decisions.
The numbers are taken from the ledger and
organized into two important financial statements: the income
statement and the balance sheet.
There are several other
financial statements, but the income statement and the balance
sheet are the most important ones.
The income statement shows how profitable it has been for
you to be in business.
The balance 6hows what you use in the
business and who owns what you use.
Financial Statements
!

!
1

!

Income Statement

Balance Sheet
!

!

Shows how profitable
your business is

Shows what you use
and who owns what you use

Income Statement
The income statement shows how profitable it has been for
you to be in business.
The profit or net income is determined
by subtracting expenses from revenue.

Revenue
Expenses
Net Income
The revenue is earned over a period of time.
Likewise, the
expenses are incurred over a period of time.
Therefore when you
calculate the net income, it is for a period of time also,
whether it be a week, a month, or a year.
The period of time
has a beginning, a middle, and an end. like a movie.
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Although the income statement shows the revenue, expenses
and net income for your business, it is constructed differently
depending on whether you have a service firm or a sales firm.
Remember, a sales firm incurs merchandise expense, what you pay
for the merchandise sold to your customers; a service firm does
not.

Income Statement
(for a period of time)
_!_

l

!
!

!

Service Firm --v Type of Firm
(provides a service)

Sales Firm
(sells a product)

!

i

Service Revenue
- Operating Expenses
Net Income

Sales Revenue
- Merchandise Expense
Gross Income
- Operating Expenses
Net Income

The following demonstrates the income statement for a
service firm with numbers added:

Service Revenue
$10
Less Operating Expenses
-_8
Net Income_$ 2
For a merchandising firm,
like this:

the income statement might look

Sales Income
$10
Less Merchandise Expense
-_5
Gross Income
5
Less Operating Expenses
-_3
Net Income_$ 2

Not every business operates at a profit.
If the expenses
are greater than the revenue, you have a net loss.
The net
loss, or any negative number in accounting, is identified by
putting it in parentheses.

Service Revenue
$ 7
Less Operating Expenses
-_9
Net Loss_$ ( 2 )
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The balance sheet shows what you use in your business and
who owns what you use.
You use assets in your business.
Your
share of the ownership of these assets is your owner's equity.
The liabilities represent other people's claims to these
assets.
The balance sheet will always, always balance; that is,
assets will always equal liabilities plus owner's equity.
This
is the most important equation in accounting and is called the
•'accounting equation."
Accounting Equation
Assets

Liabilities
+
Owner's Equity

=

To prepare a balance 6heet, simply calculate the balances in
your asset, liability and owner's equity accounts.
These
balances are for a specific point in time such as August 4th at
4 pm or December 31 at midnight.
Therefore, the balance sheet
represents your balances as of a specific point in time,
somewhat like a snapshot.
Remember, the income statement is
prepared for a period of time, like a movie.
A balance sheet with numbers added might look like this:
Balance Sheet
(as of a point in time)
Assets
$60
_
Total $60

=

Liabilities
$40
+
Owner's Equity
20
_Total $60

You have now prepared the tools that allow you to make
financial decisions about your business: the income statement
and balance sheet.
They are closely connected in that you first
prepare the income statement, which allows you to determine net
income.
Since the net income belongs to you, the owner, it is
added to your owner's equity.
Then the balance sheet can be
prepared.
If you have done everything correctly, assets will
equal liabilities plus owner’s equity.
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Owner's Equity Statement
Of lesser importance than the income statement and the
balance sheet is the owner's equity statement.
It shows how the
owner'6 investment in the business has changed from the
beginning of the period to the end.
It provides the detail
which relates the income statement to the balance sheet.
To prepare an owner's equity statement, simply begin with
the owner's equity at the beginning of the period.
Then add:
. Capital investment (if any) made during the period: and
. Net income (if any) earned during the period.
Next deduct:
. Net loss (if any) incurred during the period; and
. Withdrawals (if any) made during the period.
The result after the above calculations have been completed is
the owner's equity at the end of the period.
A withdrawal is the transfer of owner's equity from the
business back to the owner's personal accounts.
The owner has a
right to invest capital in the business.
Likewise, the owner
has a right to take this capital out of the business.
This
transfer of capital back to the owner is called withdrawals.
Assume capital at the beginning of the period was $200.
The
owner made an additional investment of $50, earned net income
during the period of $75. and withdrew $30.
The owner's equity
statement would be as follows:
Owner's Equity Statement
For a Period of Time
$200

Capital at the Beginning of the Period
Plus:

Capital Invested
Net Income

$50
75

+ 125
325

Subtotal
Less

Withdrawals

Capital at the End of the Period

168

-

30
$295

ACCOUNTING CYCLE
Positioning the financial statements opposite to the
accounts which flow into them completes the accounting cycle
node! which we have been developing.

The Accounting Cycle
Numbers In

Decisions Out

I

_I

LEDGER

FINANCIAL STATEMENTS

To summarize the steps in the accounting cycle, the numbers
flow into the ledger and are organized.
This step is the
bookkeeping function.
Then the income statement is prepared
from the balances in the revenue and expense accounts.
Net
income is added to owner'6 equity.
Finally, the balance sheet
is prepared from the balances in the asset, liability and
owner's equity accounts.
From these financial statements flow
the financial decisions.
This step is the accounting function.
The following summarizes the accounts that have been
introduced and will be used in the demonstration exercises and
problem in this guide.
They represent typical accounts that
might be used by any business.
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ASSET (A) - What you USE.
Examples: cash, accounts receivable, supplies, merchandise,
prepaid, equipment, buildings, land.
LIABILITY (L) - What you OWE.
Examples: accounts payable, notes payable, unearned revenue,
mortgage note payable, bonds payable.
OWNER'S EQUITY (OE) - What you OWN.
Examples: capital invested, capital earned, withdrawals.
REVENUE (R) - What you EARN.
Examples: service revenue, sales revenue, professional fees,
rent income, interest income.
EXPENSE (E) - What you USE UP.
Examples: merchandise expense, supplies expense, rent
expense, insurance expense, salary and wages expense,
advertising expense, utilities expense, depreciation
expense, miscellaneous expense.

You will
This completes the model of the accounting cycle,
discover that the steps to completing the model are r epeated
over and over agai n as you operate your business.
Al 1
accounting is buil t around this model, no matter how complex or
detailed your fina ncial record-keeping might become,
This is
the big picture of accounting.
To demonstrate the accounting cycle in more detail, assume
that the numbers for your business have been entered into the
ledger and organized as follows:
LEDGER

+
Balance

(use)
ASSET
40 ! 10
30 !
60 !

—

(owe)
LIABILITY
30 ! 20
! 50
1 40

+
Balance

(own)
OWNER'S EQUITY
>*
! 18
■ Balance
! 18
!

♦

1

Balance

(earn)
REVENUE
I
4
!
6
! 10

(use up)
EXPENSE
3 1
4 !
8

!
!
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+
- Balance

First determine the net income by completing the income
statement.
Our example demonstrates both a service firm and a
sales firm.
Income Statement
(for a period of time)
_!_
I
!

!
I

Service Firm
(provides a service)

<-Firm ->-

!

-

$10
e
$ 2

$

Next add the net income to owner's equity.
Remember the net
income belongs to you. the owner.
Once you have done this, you
can complete the balance sheet.
Balance Sheet
(as of a point in time)

Assets

Liabilities
$40
♦
Owner's Equity
18 + 2 (net
_Total $60
income)

$60

Total $60

Now check to make sure that total assets equal total
liabilities plus owner's equity.
If you have done everything
correctly, these will be equal.
Remember, this is called the
accounting equation.
The next sec tion repeats the above example wi th more
detail.
You wil 1 see how typical business transa ctions a nd
specific account s are used in the accounting cycl e model.
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O ml in col <n

Service Revenue
Operating Expenses
Net Income

Sales Firm
(sells a product)
i
Sales Revenue
- Merchandise Expense
Gross Income
- Operating Expenses
Net Income

DOUBLE ENTRY ACCOUNTING
Keeping the big picture of accounting in Bind (the
accounting cycle), let's look at how the numbers are
specifically recorded in the ledger.
The numbers that will be recorded come from business
transactions.
Business transactions are simply the events or
activities that financially affect your business.
When you buy
supplies and pay cash, pay the rent, or borrow cash from the
bank, you are conducting business transactions.
As you know,
transactions are recorded in the ledger.
The completion of this
step is the first part of the accounting cycle model.
One thing to keep in mind about recording transactions is
that for each transaction, two or more separate accounts will be
affected.
For example, when you buy supplies and pay cash, the
supplies and cash accounts are affected; when you pay the rent,
the cash and rent expense accounts are affected; when you borrow
money from the bank, the cash and notes payable accounts are
affected.
This is what is meant by double entry accounting - at
least two accounts are affected by every transaction.
In fact,
it is impossible to have a transaction which affects only one
account.
Before you record the numbers in the ledger, the transaction
must first be analyzed.
There are three steps to analyzing and
recording transactions.
1.

Identify the specific accounts involved in the
transaction.
For example, if you buy $50 of supplies and pay cash,
the accounts involved are supplies and cash.
These are
both asset accounts.

2.

Determine which accounts, if any, are increasing and
which accounts, if any, are decreasing.
In any one transaction, all the accounts may increase,
or all the accounts may decrease, or some accounts may
increase while others decrease.
In the example above,
supplies increased while cash decreased.
To determine
increases and decreases, it is helpful to look at the
accounts before and after the transaction and then
compare.

3.

Record the numbers in the "T" accounts.
You have identified the accounts in step one.
You know
which accounts are increasing or decreasing from step
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two.
Now simply enter the numbers in their appropriate
location in the ledger.
Assume that cash had a balance of $200 before the
transaction, say from your capital investment in the business.
Then $50 of supplies bought for cash would be recorded like this
(identified with an *):

LEDGER
♦ ASSET Cash
200 !
50
!

* *

LIABILITY +

Supplies
50 !
!

- OWNER'S EQUITY ♦
Capital Inv
!
!

200

- REVENUE ♦

+ EXPENSE -

Cash decreased by $50 so the decrease is recorded on the
right side of cash (the decrease side for asset accounts).
Likewise, supplies increased by $50 60 the $50 is recorded on
the left side of supplies (the increase side for asset accounts).
When the transaction has been recorded, check to be sure
that everything recorded on the left side of the account(s) ($50
in supplies) equals everything recorded on the right side of the
account(s) ($50 in cash).
For every transaction, this will
always be true.
The sum of everything recorded on the left will
equal the sum of everything recorded on the right.
The above example demonstrates a common transaction.
As a
matter of fact, most transactions fall into the following
combinations:
Increase
Increase
Increase
Increase
Decrease
Decrease
Decrease

asset / Increase owner's equity.
asset / Increase liability.
asset / Increase revenue.
asset / Decrease asset (demonstrated above).
asset / Increase expense.
asset / Decrease liability.
liabi lity / Increase Revenue.
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Let's demonstrate bow specific transactions are recorded in
the ledger.
The transactions are typical of those experienced
by many businesses and the ledger (shown below) is set up to
include all the accounts necessary to record these
transactions.
Because the business is just starting, all of the
accounts will contain zero balances at the beginning.
Notice that even though individual accounts are being used,
the ledger follows the reverse C pattern that has been developed
previously.
Also notice that the accounts on the left (asset
and expense) record increases on the left and the accounts on
the right (liability, owner's equity and revenue) record
increases on the right.
Finally, when each transaction is recorded in the ledger,
notice that the sum of everything recorded on the left equals
the sum of everything recorded on the right.
This will always
be true and is what is meant by double entry accounting.

LEDGER
ASSET
+

Cash
i
!
!
!

LIABILITY
+

Supplies
!
!
i

Accts Pav
t
♦
!

OWNER S EOUITY
Acct s Rec
♦
!
!

Cap Invest
—
!
♦
1

-

Cap Earned
i
+
!
REVENUE

EXPENSE

Service Rev
i
+
!
!

Transactions begin on the next page.
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Increase Asset / Increase Owner's Equity
Transaction: You organize your business by transferring $250
cash from your personal savings account to your business bank
account.
Identify Account
Cash (A)
Cap Invest (OE)

Increase or Decrease
Increase
Increase

Account Entry Side
Left
Right

Enter the numbers (indicated by an *)
in the ledger like this: ->•
In the above example, the numbers were entered directly into
the "T" accounts in the ledger.
An alternative procedure is to
enter the transactions first into a journal and then transfer
the numbers to the ledger.
Entering the numbers first into a
journal is called "journalizing.*'
Transferring the numbers to
"T" accounts in the ledger is called "posting."
A journal is a form which contains three columns and the
above transaction is recorded as follows:
Left Side Account Written Here
Right Side Account Written Here

V

Number Entered on
Left
Right

I

1

f Cash
l
Capital Invest
!

!
I
!

250

I
!
!
!

250

!
!
!

Increase Asset / Increase Liability
Transaction: You buy $50 of supplies and charge them (on
account).
Identify Account
Supplies (A)
Accts Pay (L)
Enter the numbers

Increase or Decrease
Increase
Increase

Account Entry Side
Left
Right

(*) in the ledger like this: ->-

Record the transaction in the journal like this:

1Supplies
!
Accts Pay
!

Account_Left_Right
!
50
!
50
!
1
!
!
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!
!
!

LEDGER
- LIABILITY ♦

+ ASSET Cash
* 250 i

Supplies
!

!
I
1

!
1

- OWNER S EOUITY +
Accts Rec
!
!

Cap Invest
i 250 *
!
Cap Earned
!
!
- REVENUE +

+ EXPENSE Rent Exp
1
!

Service Rev
!
1
!

LEDGER
+ ASSET Cash
250 !
i
!
!

*

- LIABILITY +

Supplies
50 !
i
!

Accts Pay
!
50 *
!
- OWNER'S EQUITY ♦

Accts Rec
!
!

Cap Invest
! 250
!
Cap Earned
1
1

♦

LArcnsc

-

-

r\ r, v

u c,

**

1

Service Rev
!

!

!

Rent Exp

!
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Increase Asset / Increase Revenue
Transaction: You provide a service and earn service revenue.
$100 for cash and $200 on account (from your charge customers).
Identify Account
Cash (A)
Accts Rec (A)
Service Rev (R)

Increase or Decrease
Increase
Increase
Increase

Enter the numbers (*)

Account Entry Side
Left
Left
Right

in the ledger like this: -

Record the transaction in the journal like this:
Account
! Cash
lAccts Rec
1
Service Rev
1

!
!
1
!

Left_Right
100
!
200
1
!
300
!

1
!
!
!

Notice that the sum of the numbers recorded on the left
equals the number recorded on the right.
Regardless of the
number of accounts in any one transaction, the sum of the
numbers recorded on the left side of the account or accounts
will always equal the sum of the numbers recorded on the right
side of the account or accounts.

Increase Asset / Decrease Asset
Transaction: You buy $25 supplies and pay cash.
Identify Account

Increase or Decrease

Supplies (A)
Cash (A)

Increase
Decrease

Enter the numbers

(*)

Account Entry Side
Left
Right

in the ledger like this: -

Record the transaction in the journal like this:
! Supplies
!
Cash
!

Account_Left_Right
!
!
25
25
!
!
!
!
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!
!
i

LEDGER
+ ASSET Cash

- LIABILITY +

Supplies

250 1
* 100 1
!
!

50 !
!

Accts Pay
i
50
!

!

- OWNER S EOUITY +
Accts Rec

* 200 i

Cap Invest
! 250
!

!

Cap Earned
!
1
+ EXPENSE -

- REVENUE +

Rent Exp
!
!

Service Rev
! 300 *
!
!

LEDGER
+ ASSET Cash
250 !
25 *
100 !

- LIABILITY +
Accts Pay
50
!
!

Supplies
50 !
*
25 !
!

i

!
- OWNER'S EQUITY +
Accts Rec
200 !
!

Cap Invest
! 250
!
Cap Earned
!
1

■f

tArr.nDt

—

-

r\

V LliuL

-r

Service Rev
! 100
1 200
!

Rent Exp
f

!
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Decrease Asset / Increase Expense
Transaction: You pay the rent for the week. $175 cash.
Identify Account
Rent Exp (E)
Cash (A)

Increase or Decrease
Increase
Decrease

Account Entry Side
Left
Right

Enter the numbers (*) in the ledger like this: -y
Record the transaction in the journal like this:
_Account_Left_Right
tRent Exp_i
175
\_!_
1
Cash_!_1
175
1
!_!_!_!

Decrease Asset / Decrease Liability
Transaction: You pay $20 on account.
Identify Account
Accts Pay (L)
Cash (A)
Enter the numbers

Increase or Decrease
Decrease
Decrease

Account Entry Side
Left
Right

(*) in the ledger like this: -*-

Record the transaction in the journal like this:
_Account_Left_Right
lAccts Pay_J_20
1_L
I_Cash_!_I_20
1

LEDGER
♦ ASSET Cash
250 i
25
100 I 175 *
1
!

- LIABILITY ♦

Supplies
50 !
25 I
1

Accts Pay
!
50
1
- OWNER S EOUITY +

Accts Rec
200 i
!

Cap Invest
! 250
1
Cap Earned
!
!
- REVENUE +

+ EXPENSE Rent Exp
* 175 !
!

Service Rev
! 100
1 200
!

LEDGER
- LIABILITY +

+ ASSET Cash
250 i
25
100 ! 175
!
20 *
!

Supplies
50 !
25 !
!

Accts Pav
50
*
20 i
1
- OWNER'S EQUITY ♦

Accts Rec
200 !
!

Cap Invest
! 250
!
Cap Earned
!
!
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The next step after the transactions have been recorded ii
the ledger is to balance the accounts,
Remember, add up the
increases and subtract the decreases,
The balances in the
accounts will look like this, with all of the balances appearing
on the increase side of the accounts:
LEDGER
♦ ASSET Cash
250 !
25
100 1 175
!
20
b 130 i

- LIABILITY +

Supplies
50 !
25 !
b 75 I

Accts Pav
20 !
50
!
30 b
- OWNER'S EQUITY +

Accts Rec
200 !
b 200 I

Cap Invest
! 250
! 250 b
Cap Ea rned
!
!

♦ EXPENSE -_

_- REVENUE +

Rent Exp
175 !
b 175 !

Service Rev
i 100
! 200
! 300 b

To quickly check whether you have recorded the transactions
correctly, prepare a trial balance.
Since in each transaction
the amount recorded on the left equaled the amount recorded on
the right, then the total of everything recorded on the left
will equal the total of everything recorded on the right.
This
is called a trial balance.
It can be set up like this:
TRIAL BALANCE
Left_Right
Asset (total)
!
405
!
Liability (total)
1
Owner's Equity (total)
!
Revenue (total)
1
175
Expense (tota1)
!
$580
!
TOTAL
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!
!
!
!
!
!
=

30
250
300
$580

!
!
i
!
f
!
!

Nov prepare the income statement.
Assume your business is a
service firm and you have operated it for one week.
Income Statement
(for a period of one week)
Service Revenue
$300
Operating Expenses
- 175
Net Income_$125

Next, transfer the net income to capital earned in owner's
equity and balance the account.
Since the net income belongs to
you the owner, it is added to that part of the ledger which
represents what you own in the business.
LEDGER
+ ASSET Cash
250 I
25
100 ! 175
!
20
b 130 i

- LIABILITY +

Supplies
50 !
25 !
b 75 !

Accts Pav
20 !
50
1
30 b
- OWNER'S EQUITY +

Accts Rec
200 !
b 200 !

1
!

250
250

Cap Earned
1 125
! 125
- REVENUE ♦

♦ EXPENSE Rent Exp
!
1

Note that when you complete this step, the balances in your
revenue and expense accounts revert back to zero balances.
This
is because when you calculated the net income (revenue expense) and transferred it to capital earned in owner's equity;
in effect your revenue and expense accounts became part of your
balance sheet under owner's equity.
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The final step is to prepare the balance sheet.
Balance Sheet
(as of the end of the week)
Assets
$405
_
Total $405

Liabilities
$ 30
+
Owner's Equity 375
_Total $405

-

This completes the accounting cycle.
The numbers flow into
the ledger and are organized (bookkeeping function); the income
statement is prepared; net income is transferred to owner's
equity; the balance sheet is prepared; and decisions flow from
the financial statements (accounting function).
Now that you have completed the accounting cycle for week
one, simply bring the balance sheet balances forward to begin
week two.
Remember, your revenue and expense accounts have zero
balances at this point.
Your ledger for the beginning of week
two will then look like this:
LEDGER
♦ ASSET -

- LIABILITY +
Accts Pay
1
30 b
I

Supplies
b 75 1
1
1

Cash
b 130 !
1
1
1

- OWNER'S EQUITY +
Accts Rec
b 200 1
!

Cap Invest
1 250 b
1
Cap Earned
! 125 b
1

♦

r.Artnst

-

-

HLVLHUL

**

Service Rev
1

Rent Exp
I

!

!

1
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You are now ready to begin the second cycle of your
accounting cycle by recording the business transactions for the
next week.
This demonstrates the accounting cycle model which
will be repeated over and over again regardless of how detailed
and complex your accounting may become.
The following is a summary of the step$ included in the
accounting cycle repeated three times:

Sheet
L
A =
+
OE

1
at the
beginning
of period
1

Sheet
L
A =
+
op

y,

Sheet
L
A =
+
v-

Sheet
L
A =
+
OF

OF

]

1

at the
end of
period 1
and the
beginning
of period
2

at the
end of
period 2
and the
beginning
of period
3

1
at the
end of
period 3
and the
beginning
of period
4

Each accounting period is bracketed by a balance sheet at
the beginning and the end.
This allows you to see how the
assets, liabilities, and owner's equity have changed during the
period.
The revenue and expense accounts begin at zero and
increase throughout the period.
They return to zero at the end
of the period when owner's equity is adjusted for the net income
(NI) or net loss (NL).
The true test to see if you have done your accounting
correctly is that assets will always equal liabilities plus
owner's equity.
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DEBIT AND CREDIT
No two words in accounting seem to cause more confusion or
stir up more fear in accounting student's minds than debit and
credit.
There is no reason for the confusion and fear because
the meaning of debit and credit could not be simpler.

DEBIT means LEFT

-

CREDIT means RIGHT

As you know, all accounts have a left side and a right
side.
Accountants refer to the left side as the debit side and
the right side as the credit side.
This is true for all
accounts.
Remember, some accounts have increases recorded on
the left side while others have decreases recorded on the left
side.
Regardless of whether the left side is the increase or
decrease side, it is the debit side.
Likewise credits are
recorded on the right side whether they are recording increases
or decreases.
The following ledger with the reverse C arrangement of
accounts demonstrates where debits (abbreviated Dr) and credits
(Cr) are recorded:
LEDGER

+

(owe)
LIABILITY
-Dr
!
Cr
t
!

(use)
ASSET
Dr
!
Cr
!
I

♦

(own)
OWNER'S EQUITY
- Dr
!
Cr
♦
1
!

(use up)
EXPENSE
♦Dr
!
Cr
!

-

!

(earn)
REVENUE
Dr
!
Cr
!
i

+

When you talk with accounting people, you will discover they
use the words debit and credit a lot.
If they used the words
left and right they would mean the same thing.
When they say
debit cash $50 they mean enter $50 on the left side of the cash
account because cash increased by $50.
When they refer to a
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credit account they Bean an account where the increase is
recorded on the credit side (liability, owner's equity and
revenue accounts for example).
People who work in only one aspect of accounting sometimes
become confused as to the correct meaning of debit and credit.
Someone working in accounts receivable might begin to equate
debit with increase and credit with decrease.
Someone working
in accounts payable might do just the opposite, equating debit
with decrease and credit with increase.
This applies to the two
accounts mentioned above but does not apply to all accounts.
So
the only definition that works in all cases is debit * left;
credit » right.
No exceptions!
You are now ready to complete the demonstration exercises
and problem which follow this text.
Please be sure to complete
them in the order presented because each exercise and problem
builds on earlier material.
Also, complete all written material
using a pencil and correct errors by erasing them.
Good luck!

208

DEMONSTRATION EXERCISES
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Demonstration Exercise 1
After the numbers had been organized for your business for
the period September 1-7, you discovered you had the following
balances in your ledger:
Asset « $500: Liability ■ $125;
Owner's Equity « $200: Revenue * $800: and Expense « $625.
.
.
.
.

Enter the balances in the ledger below:
Prepare an income statement:
Adjust and rebalance owner's equity for the net income;
Prepare a balance sheet.

LEDGER
♦b

Asset
!
1
!
!

- -

—

+b

Expense
1
1
i
i

- -

FINANCIAL STATEMENTS
Liability
!
b+
1
!
1
Owner Eauitv
b+
!
!
i
!
Revenue
1
!
1
!
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Balance Sheet
As of September 7
Asset $

Liability $
+
Owner's
Equity

Total $

Total $

Income Statement
Week Ended September 7
b+
Revenue
- Expenses
Net Income

$
$

Demonstration Exercise 2
Transactions for the period August 1-31 are as follows:
Increase
Increase
Decrease
Increase
Decrease
Decrease
Increase
Decrease
.
.
.
.
.

asset
asset
asset
asset
asset
asset
asset
asset

$100
$50;
$25;
$60;
$10;
$30;
$75;
$15;

increase owner's equity $100.
increase liability $50.
increase expense $25.
increase revenue $60.
increase expense $10.
decrease liability $30.
decrease asset $40; increase liability $35.
increase expense $15.

Record the transactions in the ledger below;
Calculate and record the balance in each account;
Prepare an income statement;
Adjust and rebalance owner's equity for the net income;
Prepare a balance sheet.

LEDGER
Asset

FINANCIAL STATEMENTS
Liability
I
1
I
I

!
•
!
!
!

+

Owner Equity
!
+
1
!
!

+

Expense
1
i
!
i

- -

Revenue
!
1
i
1

2,11

Balance Sheet
As of August 31
Asset $

Liability $
♦
Owner's
Equity

Total $

Total $

Income Statement
Month Ended August 31
+
Revenue
- Expenses
Net Income

$
$

Demonstration Exercise 3
Transactions for the year ended December 31 are as follows:
a s set
a s set
a s set
a s set
a s set
a s set
a s set
a s set

Increase
Increase
Decrease
Increase
Decrease
Decrease
Increase
Decrease
.
.
.
.
.

$200
$100
$50;
$100
$25;
$60;
$50;
$60;

increase owner's equity $200
increase liability $100.
increase asset $50.
increase revenue $100.
increase expense $25.
decrease liability $60.
decrease asset $10; increase liability $40.
increase expense $60.

Record the transactions in the ledger below;
Calculate and record the balance in each account;
Prepare an income statement;
Adjust and rebalance owner's equity for the net income;
Prepare a balance sheet.

FINANCIAL STATEMENTS

LEDGER
Liability
!
!
!
1

Asset
+
!
!
!
!
!

Owner Equity
!
♦
!
1
!

+

Expense
i
!
!
!

- -

Revenue
!
i
!
!
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Balance Sheet
As of December 31

+
Asset $

Liability $
+
Owner's
Equity

Total $

Total $

Income Statement
Year Ended December 31
+
Revenue
- Expenses
Net Income

$
$

Demonstration Exercise 4
The accounts for your business have these balances as of
July 1: Asset * $300; Liability « $100; Owner's Equity « $ 200.
Transactions for the week ended July 7 are as follows:
Increase
Increase
Decrease
Increase
Decrease
Decrease
Increase
Decrease
.
.
.
.
.
.

asset
asset
asset
asset
asset
asset
asset
asset

$50;
$80;
$25;
$100
$125
$80;
$60;
$40;

increase revenue $50.
increase liability $80.
increase asset $25.
increase revenue $100.
increase expense $125.
decrease liability $80.
decrease asset $20; increase liability $40.
increase expense $40.

Enter the July 1 balances in the accounts below;
Record the transactions in the ledger;
Recalculate and record the balance in each account;
Prepare an income statement;
Adjust and rebalance owner's equity for the net loss;
Prepare a balance sheet.

FINANCIAL STATEMENTS

LEDGER
♦

Asset

Liability
!
!
!
!

!
Il
!
!
!
!

+

Expense
!
!
!
!

Owner Equity
!
+
!
!
!

- -

Revenue
1
1
1
!
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Balance Sheet
As of July 7

+
Asset $

Liability 1
+
Owner's
Equity

Total $

Total $

Income Statement
Week Ended July 7
+
Revenue
- Expenses
Net Loss

$
$

Demonstration Exercise 5
Enter the following transactions into the ledger below and
balance the accounts.
Then prepare the income statement on the
following page; adjust capital earned for the net income; then
prepare the balance sheet.
The accounting period is for the
month of January. 1991.
You
You
You
You
You
You
You
You

invest $200 cash in your business,
earn service revenue for cash of $700.
borrow $300 and sign a promissory note payable.
pay the rent. $400.
purchase equipment for cash. $350.
place an ad and pay cash. $50.
pay $100 on your note payable,
purchase supplies for cash, $25.

LEDGER

LIABILITY

ASSET

i

!

Notes Payable
i
!

1

!

!

!

1

J

Cash_
!

Supplies
!

Equipment
OWNER'S EQUITY

!

!
Cap Earned

Cap Invested
!
!

!

!

!
!
I
!

!

!
REVENUE

EXPENSE

Service Rev

!

Ads Expense
1

!

!

!

1

!
!

t

Rent Expense

!

I

I
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Demonstration Exercise S

(Company)
BALANCE SHEET
(Date)
•

•

•

(Company)
INCOME STATEMENT
(Date)
•

•

—

215

Demonstration Exercise 6
Enter the following transactions into the ledger below and
balance the accounts.
Then prepare the income statement on the
following page; adjust capital earned for the net income; then
prepare the balance sheet.
The accounting period i6 for April
15 - 30. 1989.
You
You
You
You
You
You
You
You

invest $500 cash in your business.
earn service revenue for cash of $500.
borrow $400 and sign a promissory note payable.
pay the rent. $300.
purchase equipment for cash, $200.
place an ad and pay cash, $150.
pay $200 on your note payable.
purchase supplies for cash. $50.

LEDGER

ASSET

LIABILITY

Cash_
!
!
!

Supplies
!
!
!

!

Notes Payable
i
I

i
!

!

Equipment
OWNER'S EQUITY

!

!
Cap Earned

Cap Invested
!
!
!

!
I

!
i
!
!

!

REVENUE

EXPENSE
Rent Expense
!
!
f

!

Ads Expense
I

Service Rev
!
!

!
!
!

!
!
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Demonstration Exercise 6

(Company)
BALANCE SHEET
(Date)
•

•

•

•

_(Company)
INCOME STATEMENT
_(Date)

2,17

Demonstration Exercise 7
Enter the following transactions into the ledger below and
balance the accounts.
Then prepare the income statement on the
following page; adjust capital earned for the net income; then
prepare the balance sheet.
The accounting period is for the
month of May, 1989.
You
You
You
You
You
You
You
You

invest $600 cash in your business,
earn service revenue for cash of $500.
borrow $500 and sign a promissory note payable.
pay the rent, $200.
purchase equipment for cash, $400.
place an ad and pay cash. $100.
pay $300 on your note payable,
purchase supplies for cash. $100.

LEDGER

ASSET

LIABILITY

Cash_

Supplies

Notes Payable

!

!

!

!

I
1

t

!

!

!

i

t

!

!
!
!

Equipment
!
I
!
!

!

Ads Expense
!
!

I

!

!

!

!

Cap Invested

Cap Earned

!

!

!

!

I

!

!

!
REVENUE

EXPENSE
Rent Expense

OWNER'S EQUITY
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Service Rev
!
!
!
!

Demonstration Exercise 7

(Company)
BALANCIS SHEET
(Date)
•

•

•

•

•

•

(Company)
INCOME STATEMENT
(Date)
•

•

•
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Demonstration Exercise B
Enter the following transactions into the ledger below end
balance the accounts.
Then prepare the income statement on the
following page; adjust capital earned for the net income; then
prepare the balance sheet.
The accounting period is for the
month of April. 1989.
You invest $600 cash in your business.
You buy $80 supplies on account (you charge them).
You earn service revenue for cash. $500.
You pay the rent. $250.
You purchase equipment costing $300. paying cash of $100
with the balance charged on account.
You place an ad and pay cash. $50.
You pay $100 on your accounts payable.
You determine from taking an inventory of supplies (you
count what you have left over) that $30 worth is on hand.

LEDGER

LIABILITY

ASSET
Cash_

Accts Payable

Supplies

I

!

I

I
i

i
!

!
!

i

!

!

Equipment
OWNER'S EQUITY

!

!
!

Cap Invested
i
!

!

Cap Earned
!

!

!
REVENUE

EXPENSE
Rent Expense
!
J
i

Ads Expense
!
1
J

Supplies Exp
!
!
!
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Service Rev
!
!
!

!
!
1

Demonstration Exercise 8

(Company)
BALANCE: SHEET
(Date)
•

•

(Company)
INCOME STATEMENT
(Date)
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Demonstration Exercise 9
Enter the following transactions into the ledger below and
balance the accounts.
Then prepare the income statement on the
following page; adjust capital earned for the net income; then
prepare the balance sheet.
The accounting period is for the
month of August, 1989.
You invest $400 cash in your business.
You buy $160 supplies on account (you charge them).
You earn service revenue for cash, $600.
You pay the rent, $200.
You purchase equipment costing $500. paying cash of $100
with the balance charged on account.
You place an ad and pay cash. $150.
You pay $100 on your accounts payable.
You determine from taking an inventory of supplies (you
count what you have left over) that $40 worth is on hand.

LEDGER

LIABILITY

ASSET
Cash_
!

Accts Payable
J
I

Supplies
!

!
!
1

I
I
I

!
!

Equipment
!

OWNER'S EQUITY

!

Cap Invested

I
!

!

!

!
!
!

!
!
!

REVENUE

EXPENSE
Rent Expense
i
!
!

Cap Earned

Ads Expense
!
!

!

Supplies Exp
1

!
I

222

Service Rev
i
i
i

Demonstration Exercise 9

(Company)
BALANCE! SHEET
(Date)
•

•

•

(Company)
INCOME STATEMENT
(Date)
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•

Demonstration Exercise 10
Enter the following transactions into the ledger below and
balance the accounts.
Then prepare the income statement on the
following page; adjust capital earned for the net income; then
prepare the balance sheet.
The accounting period is for the
month of July, 1989.
You invest $700 cash in your business.
You buy $180 supplies on account (you charge them).
You earn service revenue for cash, $400.
You pay the rent, $200.
You purchase equipment costing $500, paying cash of $100
with the balance charged on account.
You place an ad and pay cash. $50.
You pay $200 on your accounts payable.
You determine from taking an inventory of supplies (you
count what you have left over) that $130 worth is on hand.

LEDGER

LIABILITY

ASSET
Cash_
!
I

Accts Payable
!
!
!
!

Supplies
I
!

!
!

!
!

Equipment
!

OWNER'S EQUITY
Cap Earned
I
I
!
I

Cap Invested

!
!

I

J
!
t
REVENUE

EXPENSE
Rent Expense
I

i
!

Ads Expense
1
I
!

Supplies Exp
!

!
I
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Service Rev
I

!
!

Demonstration Exercise 10

(Company)
BALANCE: SHEET
(Date)
•

•

•

(Company)
INCOME STATEMENT
(Date)

—

•

-

2£5

Demonstration Exercise 11
Enter the following balances on the increase sides of the
accounts in the ledger below (these are the balances at the
beginning of the accounting period):
Accounts Payable « $130:
Capital Earned « $50; Capital Invested « $500; Cash - $380;
Equipment « $200; Supplies « $100.
Then enter the following transactions into the ledger and
rebalance the accounts.
Then prepare the income statement on
the following page; adjust capital earned for the net income;
then prepare the balance sheet.
The accounting period is for
October 1 - 31, 1989.
You buy $200 supplies on account.
You earn service revenue for cash. $500.
You buy $400 of equipment, paying cash of $150 and charging
the balance on account.
You pay the rent. $200.
You place an ad in the newspaper and pay cash, $50.
You pay $200 on your accounts payable.
You earn service revenue on account, $200.
You collect $100 on account.
You pay salary expense of $300.
You take an inventory of supplies and determine that $200
worth is on hand.
LEDGER

ASSET

LIABILITY

Cash
!
!
!

Supplies
!
!
!

!

I

!
!
!

Accts Payable
!
!
i
!
OWNER • S EOUITY

Accts Receiv
!
!
1

Equipment
!
!
!

REVENUE

EXPENSE
Rent Expense
1
1

Cap Earned
!
!
!

Cap Invested
i
!
!

Ads Expense
!
!

Service Rev
!
!
I

Supplies Exp

Salary Exp

I

!

1

i
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I

onstration Exercise 11

1

(Company)
BALANCES SHEET

1

(Date)

•

•

•

(Company)
INCOME STATEMENT
(Date)
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Demonstration Exercise 12
Enter the following balances on the increase 6ides of the
accounts in the ledger below (these are the balances at the
beginning of the accounting period):
Accounts Payable « $380;
Accounts Receivable - $100. Capital Earned « $100; Capital
Invested - $500; Cash - $80; Equipment « $600; Supplies « $200.
Then enter the following transactions into the ledger and
rebalance the accounts.
Then prepare the income statement on
the following page; adjust capital earned for the net loss; then
prepare the balance sheet.
The accounting period is for
November 1 - 30. 1989.
You buy $50 supplies on account.
You earn service revenue for cash. $600.
You buy $200 of equipment, paying cash of $50 and charging
the balance on account.
You pay the rent. $200.
You place an ad in the newspaper and pay cash, $50.
You pay $150 on your accounts payable.
You earn service revenue on account. $100.
You collect $150 on account.
You pay salary expense of $325.
You take an inventory of supplies and determine that $50
worth is on hand.
LEDGER

LIABILITY

ASSET

Accts Payable
!

Supplies
1
!
!
i

Cash
!
!
!
!
!
I
1

!

!
!
OWNER'S EQUITY

Accts Receiv
!
!
!

Eauipment
!
!
!

Cap Invested

Cap Earned

!

!

i
1

!

!
REVENUE

EXPENSE
Rent Expense
!
!

Ads Expense
!
I

Supplies Exp

Salary Exp

I

!

I

!
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Service Rev
.

f

!
!

Demonstration Exercise 12

_(Company)
BALANCE SHEET
_(Date)
1
1

j

1

_J
_(Company)
INCOME STATEMENT
_(Date)

-1
—

—

1
_1
j_l
i
J
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Demonstration Exercise 13
Bring the ending balances from your balance sheet accounts
forward from Demonstration Exercise 12 and enter them into their
appropriate accounts in the ledger below.
Then enter the following transactions into the same ledger and
rebalance the accounts.
Then prepare the income statement on
the following page; adjust capital earned for the net income;
then prepare the balance sheet.
The accounting period is for
December 1 - 31. 1989.
You buy $250 supplies on account.
You earn service revenue for cash. $725.
You buy $200 of equipment, paying cash of $50 and charging
the balance on account.
You pay the rent, $200.
You place an ad in the newspaper and pay cash, $50.
You pay $400 on your accounts payable.
You earn service revenue on account. $200.
You collect $200 on account.
You pay salary expense of $200.
You take an inventory of supplies and determine that $25
worth is on hand.
LEDGER

ASSET

LIABILITY

Cash

Supplies

!
1
!

Accts Payable

1
!

!
1
1

f
!

!
!

!

i

OWNER'S EOUITY

1

Accts Receiv

Equipment

1
!
1

i

!
!

!

!

REVENUE

EXPENSE
Rent Expense
!
1

Cap Earned

Cap Invested

!

Ads Expense

Service Rev

1
1

!
!

f
Supplies Exp
1

!

Salary Exp
!
!
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Demonstration Exercise 13

(Company)
BALANCE SHEET
(Date)
•

•

•

•

•

(Company)
INCOME STATEMENT
(Date)
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SAILING

POWER

DEMONSTRATION PROBLEM

This demonstration problem is designed to pull together all
of the accounting concepts presented so far.
It allows you to
actually experience these concepts by creating and operating a
typical business.
The name of the business you will create and operate is
SAILING POWER.
It is a venture which you will begin during a
summer vacation from college.
You will operate this business
for eight weeks.
For the first four weeks, your business will earn revenue by
taking customers for rides in a sailboat.
The next four weeks
you continue to provide sailboat rides but you will also earn
revenue by selling a product. Sailing Power T-shirts.
At the
end of each week you will summarize your finances.
Thus, each
week represents a complete accounting cycle.
Each week, new concepts will be introduced and previously
introduced concepts will be repeated.
Over the complete eight
weeks, you will experience your business growing and changing.
When you finish this problem, you will have completed eight
accounting cycles.
You will have also experienced the financial
activities common to many businesses.
But most importantly, you
will now be able to see the big picture of accounting.

toil 1 ,11

SAILING
POWER
Week 1 Demonstration Problem

ACCOUNTS INTRODUCED
LEDGER

Notes Payable

Capital Invested
Capital Earned
Advertising
Rent

Sailing Revenue

INSTRUCTIONS

1.

Enter the daily transactions into the ledger, balance the
accounts, and complete the trial balance.

2.

Prepare the income statement, adjust capital earned for the
net income, and prepare the balance sheet.

3.

Enter the income statement account totals onto the
spreadsheet found on page 132.
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SAILING

POWER

Week 1 Transactions
AT THE BEGINNING OF THE WEEK...
You decide to start a business by providing sailboat rides.
DURING THE WEEK...daily transactions
You go to the bank and withdraw $30 from your personal
savings account and put it into your Sailing Power business bank
account.
You go to the local newspaper and take out an ad that will
run this week and you pay the newspaper $3 cash.
Dad agrees to rent you a sailboat for $5 per week.
This
includes the use of a small motor which would allow you to cruise
when there is no wind and to maneuver when the sailing is
tricky.
Dad threw in a few gallons of gas with the first week's
rent.
He also told you that the motor was pretty old and that
when it quit running, you would be responsible for replacing it.
You pay Dad the first week's rent. $5 cash.
You talk to Mom who agrees to lend you $100 cash with the
understanding that you would pay it back in two equal
installments, one in four weeks and the other in eight weeks.
You agree to pay $2 interest with the first payment and $1
interest with the second.
You sign an I.O.U. (note payable)
which details your agreement.
You deposit the $100 in your
Sailing Power bank account.
You add up the revenue from sailing and discovered that you
have earned $20 cash for the week.
AT THE END OF THE WEEK...
You balance the accounts and check to see that the totals on
the left (asset and expense) equal the totals on the right
(liability, owner's equity, and revenue) by completing the trial
balance (below).
Then:
. Prepare the income statement:
. Transfer the net income to the capital earned account in
the ledger: balance the capital earned account; and
. Prepare the balance sheet.
Week 1
TRIAL BALANCE
Left_Right
Asset (total)_
Liability (total)
Owner's Equity (total)
Revenue (total)_
Expense (total)
$150

TOTAL

236

=

$150

SAILING
POWER
Week 1 Ledger

LIABILITY

Notes Payable
!
I
!
i

OWNER 'S EOUITY
Cap Invested
!
!
!
!
Cap Earned
!
!
!
!
!
REVENUE
Ads Exp

Rent Exp
!

!
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SAILING

POWER

Week 1 Ledger A1
_ASSET

LIABILITY

Cash

Notes Payable
I
I
!

i

OWNER'S EQUITY
Cap Invested
!
!
!
!

'

Cap Earned
!
!
!
.

!

!
EXPENSE

REVENUE
Sailing Rev

Ads Exp
!

!
!

!

!

Rent Exp
!
!
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SAILING

POWER

BALANCE SHEET
AT THE END OF WEEK 1

ASSETS

LIABILITIES

Cash

Notes Payable

i

$

OWNER'S EQUITY
Capital Invested
Capital Earned
TOTAL LIABILITIES
TOTAL ASSETS

i

AND OWNER'S EQUITY £

SAILING
POWER
INCOME STATEMENT
FOR THE PERIOD OF WEEK 1

REVENUE:

from Sailina

1

LESS OPERATING EXPENSES
Ads Expense
Rent Expense
TOTAL OPERATING EXPENSES
$

NET INCOME
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SAILING
POWER
Week 1 Journal

Entry
Accounts
Daily Transactions

Left

on
Right

SAILING
POWER
Week 2 Demonstration Problem

ACCOUNTS INTRODUCED
LEDGER

INSTRUCTIONS
1.

Enter the daily and adjustment transactions into the
ledger, balance the accounts, and complete the adjusted
trial balance.

2.

Prepare the income statement, adjust capital earned for the
net income, and prepare the balance sheet.

3.

Enter the income statement account totals onto the
spreadsheet found on page 132.
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SAILING
POWER
Week 2 Transactions
AT THE BEGINNING OF THE WEEK...
You transfer the ending balances from week 1 forward to
become the beginning balances for week 2 (this step has been
completed for you).
Of course, you only bring the balance sheet
account balances forward.
DURING THE WEEK...daily transactions
You pay sailboat rent. $5 cash, and place another ad. $3
cash.
You use up all the gas that Dad gave you.
You go to the
Marina and buy eight gallons of gas at $1 per gallon paying cash.

$8.

You add up the revenue from sailing and discover you earned
$35 cash for the week.
The motor for your sailboat stopped running.
You took it to
the Marina and the repair person said it would cost more to fix
than it was worth.
You looked at several motors for sale and
picked one out that cost $100.
You paid for it in cash.
You did
not use the motor during this week.
AT THE END OF THE WEEK...adiustment transaction
You check to see how much gas you have on hand and discover
that you have two ga lions.
You adjust the gas account for the
gas that was used up

Week 2
ADJUSTED TRIAL BALANCE
Left
Asset (total)
!
Liability (total)
!
Owner's Eauitv (total)
!
Revenue (total)
1
Expense (total)
1
!
$177
TOTAL
!
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Riaht
1

!

I
!

!

!

!
»
!

!

-

!

!
$177

1

SAILING
POWER
Week 2 Ledger

Cash
b 142 1
f
!
I
i
!
!
!

ASSET

LIABILITY

Gas
I
!
i
I

Notes Payable
I 100 b
!
!
I

OWNER'S EQUITY
Cap Invested
I
30 b
!

Motor
1
!
t

I

!
Cap Earned
!
12 b
!
!
!

!
EXPENSE
Ads Exp

Gas Exp
!

Rent Exp
!

i
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SAILING
POWER
Week 2 Ledger A2

Cash
1
!
!
1
!
I
i
1

ASSET

LIABILITY

Gas
1
1
!
!

Notes Payable
!

i
!
!

OWNER 'S EOUITY
Cap Invested
!
!
!
I

Motor
!
1
i

Cap Earned
!
!
!
!
!
EXPENSE

REVENUE

Ads Exp
!

!

Gas Exp
!
f

Rent Exp
!
!
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SAILING

POWER

BALANCE SHEET
AT THE END OF WEEK 2

ASSETS

LIABILITIES

Cash_ £

Notes Payable

$

Gas

Motor
OWNER'S EQUITY
Capital Invested
Capital Earned
TOTAL LIABILITIES
TOTAL ASSETS

£

AND OWNER'S EQUITY i

SAILING
POWER
INCOME STATEMENT
FOR THE PERIOD OF WEEK 2

REVENUE:

from Sailing

1

LESS OPERATING EXPENSES
Ads Expense
Rent Expense
Gas Expense
TOTAL OPERATING EXPENSES
$

NET INCOME

2’45

SAILING
POWER
Week 2 Journal

Entry on
Accounts

Left

Daily Transactions

Adiustment Transaction

246

Right

S A I LING
POWER
Week 3 Demonstration Problem

ACCOUNTS INTRODUCED
LEDGER

Oil
Accounts Receivable
Cooler
Acc. Dep. - Motor

Accounts Payable

Oil Expense
Dep. Exp. - Motor

INSTRUCTIONS
1.

Enter the daily and adjustment transactions into the
ledger, balance the accounts, and complete the adjusted
trial balance.

2.

Prepare the income statement, adjust capital earned for the
net income, and prepare the balance sheet.

3.

Enter the income statement account totals onto the
spreadsheet found on page 132.

4.

Enter the appropriate information for the motor onto its
depreciation schedule found on page 129.
Up-date it for
week 3.

5.

Record the
Record the transactions into the journal,
transactions for weeks 1 and 2 into their appropriate
journals.
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SAILING
POWER
Week 3 Transactions
AT THE BEGINNING OF THE WEEK...
transfer the ending balances from week 2 forward to
become the beginning balances for week 3.
PUKING THE WEEK...daily transactions
Yon pay dad sailboat rent. $5 cash, and place another ad. $3
cash.
You open a charge account at the Marina so you can buy on
credit.
You buy seven gallons of gas at $1 per gallon and charge
it on account.
The new motor you purchased last week burns oil
mixed with the gas.
You buy six cans of oil at $1 per can on
account.
You decide to buy a cooler to bring along on the sailboat for
your customers.
You go to the Marina and buy one for $30 and pay
cash.
You do not use it during this week.
You allow some of your regular customers to open cha rge
accounts with you so that they can sail on credit.
You add up
the revenue from sailing for the week and discover that sailing
revenue on account was $10 and sailing revenue for cash was $35.
AT THE END OF THE WEEK...adiustment transactions
Your inventory shows that you have three gallons of gas and
five cans of oil on hand.
You adjust the accounts for the gas
and oil used up.
The owner of the Marina estimated that your new motor would
last ten weeks (estimated li fe) and be wor th $20 at the end of
the tenth week (estimated sa lvage value).
You use this
information to calculate and record deprec iation on the motor for
the week using the straight- line depreciat ion method.

Week 3
ADJUSTED TRIAL BALANCE
Left_Right
Asset (total)_
Contra Asset (total acc. <3ep. j
Liability (total!_
Owner's Equity (total)
Revenue (total)_
Expense (total)
$229

TOTAL
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«

$229

SAILING
POWER
Week 3 Ledger
ASSET
b

Cash
61 1
1
!
i
i
!
!
i

LIABILITY
Accts Payable
!
!
!
1

b

»

Gas
2 !
1
!
!

Oil
i
t
!
!

Accts Rec
!
!
!
1
!
Motor
b 100 i
1
1

Notes Payable
! 100 b
1
!
!

OWNER'S EQUITY
Cap Invested
!
30 b
1
!
!

Cooler
i
!
I

Cap Earned
I
33 b
!
1
1
!

Acc Dep-Mot
i
!
i
!

REVENUE

EXPENSE
Ads Exp

Pep Exp-Mot
!
!

Gas Exp

Oil Exp

!

i

i
Rent Exp
!
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SAILING

POWER

Week 3 Ledger A3
ASSET

LIABILITY

Cash

Accts Payable
!

..

!
!
!
Gas

Oil

Notes Payable
i

!
i
!

Accts Rec
!

J
J
J

OWNER'S EQUITY

!
Motor
I
I
!

Cap Invested
!
!

Cooler

1

I
Cap Earned
i

Acc Pep-Mot
!

!

!
!

!
i

!

!

REVENUE
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SAILING

POWER

BALANCE SHEET
AT THE END OF WEEK 3

ASSETS

LIABILITIES

Cash

$

Accounts Payable

Accts Receivable

%

Notes Payable

Gas
Oil
Motor

OWNER'S EOUITY

Less ADeD

Capital Invested
Capital Earned

Cooler
TOTAL LIABILITIES
TOTAL ASSETS

$

AND OWNER'S EQUITY $

S A I L I N G
POWER
INCOME STATEMENT
FOR THE PERIOD OF WEEK 3

REVENUE:

from Sailina

1

LESS OPERATING EXPENSES
Ads Expense
Rent Expense
Gas Expense
Oil Expense
Dep Expense - Motor
TOTAL OPERATING EXPENSES

NET INCOME

$
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,

SAILING
POWER
Week 3 Journal

Entry on

Accounts

Left

Right

Daily Transactions

1

1

1
|
I

I

Adiustment Transactions
i

I
1

i

j

_1
I

1
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SAILING

POWER

Week 4 Demonstration Problem

ACCOUNTS INTRODUCED
LEDGER

Prepaid Insurance
Acc. Dep. - Cooler

Dep. Exp. - Cooler
Interest Expense

INSTRUCTIONS
1.

Enter the daily and adjustment transactions into the
ledger, balance the accounts, and complete the adjusted
trial balance.

2.

Prepare the income statement, adjust capital earned for the
net income, and prepare the balance sheet.

3.

Enter the income statement account totals onto the
spreadsheet found on page 132.

4.

Enter the appropriate information for the cooler onto its
depreciation schedule found on page 129.
Up-date it for
week 4.
Up-date the depreciation schedule for the motor
for week 4.

5.

Record the transactions in the journal.
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SAILING
POWER
Week 4 Transactions
AT THE BEGINNING OF THE WEEK...
You bring the balances forward from week 3.
DURING THE WEEK...daily transactions
You pay sailboat rent. $5 cash, and place another ad, $3
cash.
You buy eight gallons of gas from the Marina and charge it on
account, $8.
You decide to purchase some liability insurance to protect
you in case something happens while a customer is on your boat.
You talk to your insurance agent and she prepares a liabiity
insurance policy for you.
You pay $12 cash for a three-week
renewable policy.
You pay the Marina the balance due from week 3 on your
account, $13.
You collect $10 from your charge customers.
The first installment of your loan from Mom comes due this
week.
You pay Mom $50 plus $2 for the interest charge.
Sailing revenue for the week:

cash = $40; on account = $25.

AT THE END OF THE WEEK...adiustment transactions
You take an inventory and discover that you have five gallons
of gas and three cans of oil on hand.
You depreciate the cooler for the week.
life of 10 weeks and a salvage value of $10.
the motor for another week.

It has an estimated
You also depreciate

You adjust the prepaid insurance account for the week's
insurance that was used up.

Week 4
ADJUSTED TRIAL BALANCE
Left_Right
Asset (total)
!
Contra Asset (total acc. dep.)
!
Liability (total)
!
Owner's Equity (total)
!
Revenue (total)
!
Expense(total)
!
f
$226
TOTAL
!
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!
!
!
!
I
!
f
*

$226

!
!
i
!
!
!
!
!

SAILING

POWER

Week 4 Ledger
ASSET
b

LIABILITY

Cash
58 !
!
!

Accts Payable
I
13 b
I
!
!

1

!
!
J
!

b

b

Accts Rec
10 !
!
!
1

1
1

Acc Dep-Mot
!
8 b
!

Gas
i
!
!
!

b

5

Oil
I
!
!
!

Prepaid Ins
i
!
!
!
!

1

Motor
b 100 !

3

b

Notes Payable
! 100 b
!
!
I

OWNER'S EQUITY
Cap Invested
i
30 b

Cooler
30 !
!
!

I

!
I

Cap Earned
!
55 b
!

Acc Dep-Coo
i
!

1

1

!
!

t

!

!

EXPENSE

REVENUE
Sailing Rev

Ads Exp
!
!

!

!
!
!

Dep Exp-Mot
!
i
Interest Exp
!
!

Dep Exp-Coo
1

!
Oil Exp
!
!

Gas Exp
1

Rent Exp

Ins Exp
!
!

1

!
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SAILING
POWER
Week 4 Ledger A4
ASSET
Cash
!
I
•X
!
!
!
!
!

LIABILITY
Accts Payable
I
I

!
!
Gas
!

Oil

i

1
1

!
!

!
!

Accts Rec
i
!

Prepaid Ins
!
!

1

1

!
!

!
!

Motor
!
!
!

Notes Payable
!
I

!
f

OWNER'S EQUITY
Cap Invested
!

Cooler
!
!
!

!

!
!
Cap Earned

Acc Dep-Mot
i
!
!
!

Acc Dep-Coo
!
!

!

1

!

!
!

EXPENSE

REVENUE

i
!

Sailing Rev
!

Ads Exp
i

!
Dep Exp-Mot
•
!
Interest Exp
!
i

!
!

Dep Exp-Coo
!
!
Gas Exp
!
!

Oil Exp
!
!

Ins Exp
!

Rent Exp
!
!

1
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SAILING

POWER

BALANCE SHEET
AT THE END OF WEEK 4
ASSETS

LIABILITIES

Cash

$

Accounts Payable

Accts Receivable

$

Notes Payable

Gas
Oil
Prepaid Insurance
Motor
Less ADep

OWNER'S EOUITY
Capital Invested

Cooler

Capital Earned

Less ADep
TOTAL LIABILITIES
TOTAL ASSETS

AND OWNER'S EQUITY $

$

POWER
S A I L I N G
INCOME STATEMENT
FOR THE PERIOD OF WEEK 4
REVENUE:

$

from Sailinq

LESS OPERATING EXPENSES
Ads Expense
Rent Expense
Gas Expense
Oil Expense
Insurance Expense
Interest Expense
Dep Expense - Motor
Dep Expense - Cooler
TOTAL OPERATING EXPENSES
*

NET INCOME
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.

SAILING
POWER
Week 4 Journal

Entry on
Accounts

Left

Daily Transactions

Adiustment Transactions

258

Right

SAILING
POWER
Week 5 Demonstration Problem

ACCOUNTS INTRODUCED

LEDGER

Merchandise
Prepaid Rent

* Merchandise Expense
Rent Expense

Sales Revenue

INSTRUCTIONS

1.

Enter the daily and adjustment transactions into the
ledger, balance the accounts, and complete the adjusted
trial balance.

2.

Prepare the income statement, adjust capital earned for the
net income, and prepare the balance sheet.

3.

Enter the income statement account totals onto the
spreadsheet found on page 132.

4.

Up-date the depreciation schedules for the motor and cooler
found on page 129.

5.

Enter the appropriate information onto the inventory card
for the T-shirts found on page 130.
Up-date it for week 5.

6.

Record the transactions in the journal.

*

Usually known as Cost of Merchandise Sold
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SAILING
POWER
Week 5 Transactions
AT THE BEGINNING OF THE WEEK...
You bring the balances forward from week 4.
DURING THE WEEK...daily transactions
You decide to prepay the sailboat rent.
three weeks sailboat rent in advance.

You pay dad $15 for

You place another ad, $3 cash.
You buy six gallons of gas,
$6, and three cans of oil, $3. both on account.
You collect $20 due on account.
account.

You pay the Marina $4 on

At the Marina they have custom designed T-shirts for sale.
You describe how you would like to have a special T-shirt made
with a colorful picture of a sailboat over the words Sailing
Power.
You plan to sell these T-shirts to your sailing
customers.
You purchase four T-shirts at $5 each for cash.
Sailing revenue for the week: cash = $10; on account * $25.
You sell all four T-shirts for $8 each receiving cash. $32.
AT THE END OF THE WEEK...adiustment transactions
You transfer the cost of the T-shirts that you sold to your
customers from the merchandise account to the merchandise expense
account.
You take an inventory and discover that you have three
gallons of gas and four cans of oil on hand.
You adjust the prepaid insurance account for another week's
insurance used up.
You adjust the prepaid rent account for a
week's rent used up.
You depreciate the motor and cooler for
another week.

Week 5
ADJUSTED TRIAL BALANCE
Left_Right
Asset (total)_
Contra Asset (total acc. de p,.,)
Liability (total)_
Owner's Equity (total)
Revehue (total)_
Expense (total)
$276

TOTAL

260

=

$276

SAILING
POWER
WeeK 5 Ledger
ASSET
b

b

Cash
23 1
f
!
!
•
i
i
!

Accts Rec
25 !
i
!
!
i

Motor
b 100 1
1
i

b

b

b

5

Gas
!
!
!
!

LIABILITY

b

Prepaid Ins
8 !
!
1
!
I

Merchandise
i
!
!
!

Accts Payable
!
B b
!

Oil
3 !
!
!
1

Notes Payable
!
50 b

Prepaid Rent
1
!
1
!
!

Cooler
30 i
!
!

!

!

!
!
!

OWNER'S EQUITY
Cap Invested
!
30 b
!
!
!

Cap Earned
Acc Dep-Mot
!
16 b
!
!
!

Acc Dep-Coo
t
2 b
!
1
!

!
!

!
!
1

REVENUE

EXPENSE
Ads Exp
!
I

Dep Exp-Mot
«
1
Interest Exp
!
1

Merch Exp *
!
!
!
Dep Exp-Coo
!
!
Gas Exp
!
i

Ins Exp
!
!

88

Oil Exp
i
1

Rent Exp
!
!

* Cost of Merch Sold

b

SAILING
POWER
Week 5 Ledger A5
ASSET

LIABILITY

Cash
!
!
i

!
!
!
!
!

Accts Rec
!
I
t
!
!

Gas
!
i
I
1
Prepaid Ins
!
1
!
!
!

Merchandise
!
!
1
!

Accts Payable

Oil
t
!
!
!

Notes
Payable
^

Prepaid Rent
!
!
!
!
t
•

!
!
!
I

!
!
!

OWNER'S EQUITY
Cap Invested
!

Motor
!
i

!

Cooler
1
!
!

!
!

i
Cap Earned

Acc Dep-Mot
!
i

!
!

Acc Dep-Coo
!
!
1
i

!

EXPENSE

REVENUE

!

Merch Exp *

Ads Exp
!
!

i
i

!
Dep Exp-Mot
!
1
Interest Exp
!
!

Dep Exp-Coo
!
!
Gas Exp
!
!

Oil Exp
!
1

Ins Exp
1
!

Rent Exp
i

1

* Cost of Merch Sold
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SAILING
POWER
BALANCE SHEET
AT THE END OF WEEK 5
ASSETS

LIABILITIES

Current Assets

Current Liabilities

Cash

$

Accounts Payable

$

Accts Receivable
Gas

Lona-Term Liabilities

Oil

Notes Payable

Prepaid Insurance
Prepaid Rent
Lonq-Term Assets
OWNER'S EOUITY

Motor
Less APep

Capital Invested
Capital Earned

Cooler
Less APep

TOTAL LIABILITIES
TOTAL ASSETS

ANP OWNER'S EOUITY $

$

SAILING
PONER
INCOME STATEMENT
FOR THE PERIOD OF WEEK 5

REVENUE:

from Sailing
from Sales of T-Shirts
TOTAL REVENUE

_
_
$_

LESS MERCHANDISE EXPENSE (Cost of Merchandise Sold)

_

GROSS INCOME

_

LESS OPERATING EXPENSES
Ads Expense_
Rent Expense_
Gas Expense_
Oil Expense_
Insurance Expense_
Pep Expense - Motor
Pep Expense - Cooler
TOTAL OPERATING EXPENSES

_
_
_
_
_
_
_
_

NET INCOME

i
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SAILING
POWER
Week 5 Journal

Entry on
Accounts

Left

Right

Daily Transactions

T
i

1

Adiustment Transactions
!

Journal continued on page 103

i
1-—-

SAILING
POWER
Week 5 Journal
Continued from page 102
Entry on
Accounts

Left

265

Right

SAILING
POWER
Week 6 Demonstration Problem

ACCOUNTS INTRODUCED

LEDGER

Uncollectable Acct
Expens

INSTRUCTIONS

1.

Enter the daily and adjustment transactions into the
ledger, balance the accounts, and complete the adjusted
trial balance.

2.

Prepare the income statement, adjust capital earned for the
net income, and prepare the balance sheet.

3.

Enter the income statement account totals onto the
spreadsheet found on page 132.

4.

Up-date the depreciation schedules for the motor and cooler
found on page 129.

5.

Up-date the inventory card for the T-shirts found on page
130.

6.

Record the transactions in the journal.
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SAILING
POWER
Week 6 Transactions
AT THE BEGINNING OF THE WEEK...
You bring the balances forward from week 5.
DURING THE WEEK...daily transactions
You place another ad, $3 cash, and buy nine gallons of gas,
$9 cash.
You purchase five T-shirts for $5 each paying cash, $25.
You pay $6 on account.
In trying to collect $6 from a sailing customer, you discover
that he moved from town and left no forwarding address.
You
decide that this $6 was uncollectable.
Sailing revenue for the week is $50 on account.
four T-shirts for $8 each on account.

You sell

AT THE END OF THE WEEK...adiustment transactions
You transfer the cost of the T-shirts sold to your customers
from the merchandise account to the merchandise expense account.
Your inventory indicates that you have five gallons of gas
and one can of oil on hand.
You adjust the prepaid insurance and prepaid rent accounts
for another week.
You depreciate the motor and cooler for another week.

Week 6
ADJUSTED TRIAL BALANCE
Debit_Credit
Asset (total)
!
Contra Asset (total acc. dep.)
!
Liability (total)
!
Owner's Equity (total)
I
Revenue (total)
!
Expense (total)
!
!
!
$310
TOTAL

267

!
!
!
1

!
!
!
j

!
!
1
=

!

$310

!
I
!

SAILING
PONER
Week 6 Ledger
ASSET

LIABILITY

Cash
b

43

1
!
1
f
!
!
!
!

b

0

Gas
b

3

Oil

!

b

4

!
i
1

Accts Rec
b

30

!
1
!
!
1

Prepaid Ins
b

!

1
1
I
1

b

1
I
!

!
!

10

!
!
I
!
!

OWNER'S EQUITY
Cap Invested
!
30 b

Cooler

!
1
1

b

30

!

!
!

!

i

!

Acc Dep-Mot

Acc Dep-Coo

!
!
1
!

1
1
!
1

24 b

"

4 b

i
REVENUE

Ads Exp
!

Merch Exp *
1
!

!

!
Dep Exp-Mot
!

Dep Exp-Coo
i

1

!

Gas Exp

Oil Exp

l
I

1
!

!
!

Uncol Acc Exp
i

Ins Exp

Interest Exp

Cap Earned
! 103 b
1
!
!

EXPENSE

!

Notes Payable
!
SO b
!

Prepaid Rent

i

Motor
b 100

4

t
!
!

Accts Payable
!
13 b
!
i
!

Rent Exp
!
!

l
!

* Cost of Merch Sold
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SAILING
POWER
Week 6 Ledger A6
ASSET

Cash
!
I
!
!
1
!
1
!

Accts Rec
!
i
1
!
!
Motor
!
i
1

LIABILITY

Gas
1
1
i
1
Prepaid Ins
!
!
!
!
!

Merchandise
!
!
!

Accts Payable

Oil
i
!
1
!

Notes Payable

Prepaid Rent
!
!
!
t
!

I

f
i
I

!

OWNER'S EQUITY
Cap Invested

I
1

Cooler
!
i
1

!

!
Cap Earned

Acc Dep-Mot
!
!
!
!

Acc Dep-Coo
!
!
!
!

!
1
!
!

EXPENSE

REVENUE

Ads Exp
!
!
Dep Exp-Mot
!
1

!

Merch Exp *
!
!
!
Dep Exp-Coo
i
!

!
!
I
!

Sales Rev

!
!

Interest Exp
i
i

Gas Exp
i
!

Oil Exp
!
!

Uncol Acc Exp
!
!

Ins Exp
1
I

Rent Exp
1
i

* Cost of Merch Sold
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Sailing Rev

SAILING
POWER
BALANCE SHEET
AT THE END OF WEEK 6
ASSETS

LIABILITIES

Current Assets

Current Liabilities

Cash

$

Accounts Payable

$

Accts Receivable
Merchandise

Lona-Term Liabilities

Gas

Notes Payable

Oil
Prepaid Insurance
Prepaid Rent
Lonq-Term Assets

OWNER'S EOUITY

Motor

Capital Invested
Capital Earned

Less ADep
Cooler

TOTAL LIABILITIES

Less ADep
TOTAL ASSETS

£_

AND OWNER'S EOUITY $

j

POWER
S A I L I N G
INCOME STATEMENT
FOR THE PERIOD OF WEEK 6

REVENUE:

from Sailing
from Sales of T-Shirts
TOTAL REVENUE

_
_

l

LESS MERCHANDISE EXPENSE (Cost of Merchandise Sold)
Beginning Merchandise Inventory
_
+ Purchases of Merchandise
+ _
= Merchandise Available for Sale
_
- Ending Merchandise Inventory
- _
TOTAL MERCHANDISE EXPENSE
GROSS INCOME
LESS OPERATING EXPENSES
Ads Expense_
Rent Expense_
Gas Expense_
Oil Expense_
Insurance Expense_
Uncol Acc Expense
Pep Expense - Motor
Pep Expense - Cooler
TOTAL OPERATING EXPENSES
NET INCOME

_
_
_
_
_
$

270

SAILING
POWER
Week 6 Journal
Entry on
Accounts

Left
(Debit)

.

Dailv Transactions

i

Adiustment Transactions

i

271

Right
(Credit)

SAILING
POWER
Week 7 Demonstration Problem

ACCOUNTS INTRODUCED

LEDGER

Unearned Revenue

Withdrawals

Salary-

INSTRUCTIONS

1.

Enter the daily and adjustment transactions into the
ledger, balance the accounts, and complete the adjusted
trial balance.

2.

Prepare the income statement and the statement of owner's
equity.
Next adjust capital for the net loss and
withdrawals.
Then prepare the balance sheet.

3.

Enter the income statement account totals onto the
spreadsheet found on page 132.

4.

Up-date the depreciation schedules for the motor and cooler
found on page 129.

5.

Up-date the inventory card for the T-shirts found on page
130.

6.

Record the transactions in the journal.
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SAILING
POWER
Week 7 Transactions
AT THE BEGINNING OF THE WEEK...
You bring the balances forward from week 6.
Merge Capital
Invested and Capital Earned into one account titled Capital.
DURING THE WEEK...daily transactions
You go to the bank and transfer $25 from your personal
savings account to your Sailing Power business bank account.
You place another ad, $3 cash, buy six gallons of gas. $6
cash, and buy three cans of oil. $3 cash.
You receive $20 in advance to reserve the sailboat for a
party to take place next week.
You purchase six T-shirts on account.
to $6 each.
You collect $70 on account.

The cost had increased

You pay $7 on account.

You renew your insurance policy for another three weeks and
pay cash. $12.
You pay an assistant a salary of $10.
your own personal use.

You withdraw $15 for

Sailing revenue for the week is $20 cash and $10 on account.
You sell five T-shirts for $8 each, four on account and one for
cash.
AT THE END OF THE WEEK...adiustment transactions
You transfer the cost of the T-shirts sold from the
merchandise account to the cost of merchandise sold account.
Your inventory indicates that you have two gallons of gas and
two cans of oil on hand.
You adjust the prepaid insurance
account and the prepaid rent account for another week.
You depreciate the motor and cooler for another week.
Week 7
ADJUSTED TRIAL BALANCE
_Debit_Credit
Asset (total)I_I
Contra Asset (total acc. dep.)
Liability (total)_
Capital (total)_
Contra Capital (total withdraw.)
Revenue (total)_
Expense (total)
$406

TOTAL

2!73

.

$406

SAILING
POWER
Week 7 Ledger

ASSET
b

Cash
0 !
!
t
1
!
!
i

1 @ $5 b

b

!
!
!
Accts Rec
b 106 !
i

i

!
Acc Dep-Mot
1
32 b
i

!
!

5

Gas
1

b

i

1
!
Prepaid Ins
b
0 l
!

I
!
1
Motor
b 100 t

_

i

!
!
b

Merchandise
5 !
!
!
!
Oil
1 !
1
!
!

Prepaid Rent
b
S !
!
!
1
!

Accts Payable
!
7 b
!
!
1
Unearned Rev
1
!
!
Notes Payable
!
50 b
t
OWNER'S EQUITY
Capital
1 157 b
!

Cooler
30 i
!
1

i

!
!

Acc Dep-Coo
i
6 b
!
!
!

Withdrawals
!
!
!
REVENUE

EXPENSE
* Cost Merch Sold
1
!
!

Ads Exp
!
!

LIABILITY

Salary Exp
i

Dep Exp-Mot
!

Dep Exp-Coo
!

!

i

!

Gas Exp

Oil Exp

Sailina Rev
1
!
!
!
Sales Rev
!
!

Interest Exp
i

1

!

1

1

!

Uncol Acc Exp

Ins Exp

!

i

!

!

Rent Exp
!
i

*

Merchandise Expense

I
!

SAILING
POWER
Week 7 Ledger A7
ASSET_
Cash
!
!
i
!
1
!
!
1
!
i
Accts Rec
t

!
I
1
I
Motor
1

Merchandise
!
!

!
!

Gas

oil
!
!
!
1

!

!
I
!

Prepaid Ins
!
!
!

!
!

Prepaid Rent
!
!
!
!
!

LIABILITY
Accts Payable
1
!
i
1
'
!
Unearned Rev
i
!
1
Notes Payable
i
!

OWNER’S EQUITY
Capital
!
!

Cooler
i

!

!

!

!

i

1
1

Acc Dep-Mot
!
i
I
i

Acc Dep-Coo
!
i
I
!

Withdrawa1s
!
i
!

EXPENSE

REVENUE
* Cost Merch Sold
!
!
!

Ads Exp
!
!

Sailina Rev
!
!
!

!
Dep Exp-Mot
J
!

Dep Exp-Coo
I
i

Salary Exp
!
!

!
!

!
1

Interest Exp
1
1

Gas Exp
!

Oil Exp
!

1

!

Uncol Acc Exp
i

Ins Exp
i

!

1
*

Sales Rev

Rent Exp
!
!

Merchandise Expense

SAILING

POWER

BALANCE SHEET
AT THE END OF WEEK 7
ASSETS

LIABILITIES

Current Assets

Current Liabilities

Cash

$

Accounts Payable

Accts Receivable

$

Unearned Revenue

Merchandise
Lonq-Term Liabilities

Gas

Notes Payable

Oil
Prepaid

Insurance

,

j

Prepaid Rent
Lonq-Term Assets

OWNER'S EQUITY
Capital

Motor

i

Less ADep
Cooler
TOTAL LIABILITIES

Less ADep
TOTAL ASSETS

AND OWNER'S EQUITY $

$

POWER
S A I L I N G
INCOME STATEMENT
FOR THE PERIOD OF WEEK 7

REVENUE:

from Sailing
from Sales of T-Shirts
TOTAL REVENUE

_
_
I

LESS COST OF MERCHANDISE SOLD (Merchandise Expense)
Beginning Merchandise Inventory
_
+ Purchases of Merchandise
♦ _
« Merchandise Available for Sale
_
- Ending Merchandise Inventory
- _
COST OF MERCHANDISE SOLD
_
GROSS INCOME

_

LESS OPERATING EXPENSES
Ads Expense_
Rent Expense_
Gas Expense_
Oil Expense_
Insurance Expense_
Salary Expense_
Pep Expense - Motor
Pep Expense - Cooler
TOTAL OPERATING EXPENSES

_
_
_
_
_
_
_
_

NET INCOME (LOSS)

£

276

SAILING
POWER
OWNER'S EQUITY STATEMENT
FOR THE PERIOD OF WEEK 7
-1
CAPITAL:
PLUS:

Beginning of Week 7

f_

Capital Invested During Week 7

+ _

Subtotal
LESS:

_

Net Loss for Week 7
Withdrawals

+ _

Total Decrease in Capital

CAPITAL:

_

End of Week 7

- _
i
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SAILING
POWER
WeeK 7 Journal

Entry on
Accounts
(Debit)

Left
.

Right

(Credits

Daily Transactions

i

!

I

|

I

i
!

ii

Journal continued on page 118
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SAILING
POWER
Week 7 Journal
Continued from page 117

Entry on
Left
Right
(Debit)
(Credit)

Accounts
Adiustment Transactions

I

|

I
i
1

i
i

1
i
i
-

j
I
I
1
|
I
i

‘

|t
1
1

_I_

279

l
i

SAILING
POWER
Week 8 Demonstration Problem

NO ACCOUNTS INTRODUCED

INSTRUCTIONS

Enter the daily and adjustment transactions into the
ledger, balance the accounts, and complete the adjusted
trial balance.
Prepare the income statement and the statement of owner's
equity.
Next adjust capital for the net income and
withdrawals.
Then prepare the balance sheet.
Enter the income statement account totals onto the
spreadsheet found on page 132.
Up-date the depreciation schedules for the motor and cooler
found on page 129.
Up-date the inventory card for the T-shirts found on page
130.
Record the transactions in the journal.
Add across the columns on the spreadsheet found on page 132
and enter the eight week totals in the column on the
right.
Use these totals to prepare the income statement
for the eight week period found on page 133.
Prepare the statement of owner's equity for the eight week
period found on page 134

SAILING
POWER
Week B Transactions
AT THE BEGINNING OF THE WEEK...
You bring the balances forward from week 7.
DURING THE WEEK...daily transactions
You buy seven gallons of gas. $7 cash, and two cans of oil,
$2 cash.
You pay sailboat rent. $5 cash.
You purchase three T-shirts for $7 each paying cash.
You collect $70 on account.
You determine that $3 is
uncollectable.
You pay $36 on account.
You pay the final installment of your note to Mom plus $1
interest.
You take the customers who reserved your sailboat in week 7
for their party cruise.
You pay an assistant a salary of $10.
Sailing revenue for the week is $50 cash.
T-shirts at $9 each for cash.

You sold four

You withdraw $15 cash.
AT THE END OF THE WEEK...adiustment transactions
You transfer the cost of the T-shirts sold from the
merchandise account to the cost of merchandise sold account.
You have three gallons of gas and no oil on hand.
You adjust the prepaid insurance account for another week.
You cancel your insurance policy and receive $4 cash for the
balance.
You depreciate the motor and cooler for another week.
then sell the cooler for $20 cash.
^0 0

0

ADJUSTED TRIAL BALANCE
Debit_Credit
ftfiset (total)

Contra Asset (total acc. dep.)
Liability (total)_
Capital (total)_
Contra Capital (total withdraw.)
Revenue (total)_
Expense (total)

1 319

TOTAL

281

-

$ 319

You

SAILING
POWER
Week 8 Ledger
ASSET
b

Cash
87 i

Merchandise
2 e $6 b 12 !
!
I
!

!

!
!
!
I
!

b

!
!

!
Accts Rec
b
78 !
!
!
!

Acc Dep-Mot
!
40 b
!
!
i

Gas
2 !
!
i
I

b

!
!

Unearned Rev
!
20 b
!
!

b

!

Notes Payable
1
50 b
!
i

i
!
!

OWNER'S EQUITY

Prepaid Rent
0 !

Cooler
30 1

Capital
1 165 b
!
!
!

!
!

Acc Dep-Coo
!
8 b
1
!

Withdrawals
!
!

!

!

EXPENSE

REVENUE
* Cost Merch Sold
!
!

Ads Exp
!

!

!

Dep Exp-Mot
!

Dep Exp-Coo
!

!

!

Interest Exp

Accts Payable
1
36 b
1
1
1

!

!

b

Oil
2 !
!
!

Prepaid Ins
b
8 1
i

!
Motor
b 100 !
1
i

LIABILITY

Gas Exp

!
i

!
I

Uncol Acc Exp

Ins Exp

l
i

i
!

!

Rent Exp
1
!

* Merchandise Expense

!

!

»
Salary Exp
1
1
Oil Exp
1
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Sailing Rev
!
i

Sales Rev
!
!
!
!

ii

SAILING
PONEB
Week 8 Ledger A8

ASSET
Cash
I
i
!
!
1
1
f
!
!
i
Accts Rec
!
1
!
!
1
Motor
!
1
I
Acc Dep-Mot
!
I
!
f

LIABILITY
Merchandise
1
!
!
!

Gas
!
1
!
i
Prepaid
!
!
I
1
1

Oil
!
1
I
!
Ins

Prepaid Rent
!
!
1
t
i

Cooler
1
i
i

Notes Payable
!
!
!

OWNER'S EQUITY

i

i
!
!
Withdrawals
i
I

!

REVENUE

EXPENSE

Dep Exp-Mot
1
!

Unearned Rev
1
1
t

Capital

Acc Dep-Coo
!
!
!
1

* Cost Merch Sold
!
i
i

Ads Exp
!
!

Accts Payable
!
1
1
!

Dep Exp-Coo
i
i

Salary Exp
I
!

Interest Exp
I
!

Gas Exp
!
!

Oil Exp
!
!

Uncol Acc Exp
!
1

Ins Exp
i
!

Rent Exp
!
!

* Merchandise Expense

SAILING

POWER

BALANCE SHEET
AT THE END OF WEEK 8
ASSETS

LIABILITIES

Current Assets

Current Liabilities

Cash

$

Accounts Payable

Accts Receivable

$

Unearned Revenue

Merchandise
Gas

Long-Term Liabilities

Oil

Notes Payable
1

Prepaid Insurance

i

Prepaid Rent

OWNER'S EOUITY

Long-Term Assets

Capital

Motor
TOTAL LIABILITIES

Less ADep
TOTAL ASSETS

AND OWNER'S EQUITY $

$

POWER
S A I L I N G
INCOME STATEMENT
FOR THE PERIOD OF WEEK 8

REVENUE:

from Sailing
from Sales of T-Shirts
TOTAL REVENUE

_
_
1

LESS COST OF MERCHANDISE SOLD (Merchandise Expense)
Beginning Merchandise Inventory
+
♦ Purchases of Merchandise
= Merchandise Available for Sale
- Ending Merchandise Inventory
COST OF MERCHANDISE SOLD
GROSS INCOME
LESS OPERATING EXPENSES
Rent Expense_
Gas Expense_
Oil Expense_
Insurance Expense_
Salary Expense_
Interest Expense_
Uncol Acc Expense_
Pep Expense - Motor
Pep Expense - Cooler
TOTAL OPERATING EXPENSES
NET INCOME

£
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SAILING
POWER
OWNER'S EQUITY STATEMENT
FOR THE PERIOD OF WEEK 8

CAPITAL:

PLUS:

Beginning of Week 8

1

Net Income for Week 8
Subtotal

LESS:

CAPITAL:

-

Withdrawals

End of Week 8

*
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.

SAILING
POWER
Week 8 Journal

Entry
Accounts

Debit
(Left)

Credit
(Rioht)

Daily Transactions

I

Adiustment Transactions

Journal continued on page 126
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SAILING
POWER
Week 8 Journal
Continued from page 125

Entry
Accounts

Debit

Credit

(Left)

(Riaht)

1

1

[1

1

i
1

i
1
!
!

1
>

!
i

1

1

1

1

:i

I

1_1
i
i
i
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APPENDIX
Sailing Power Demonstration Problem

2£8

Notes

SAILING

POWER

Depreciation Schedules
ASSET:
COST:
ESTIMATED LIFE:
SALVAGE VALUE:
Book Value
Week

Beginning
of Week

Depreciation
Expense

Accumulated

Book Value

Depreciation

End of
Week **

**

ASSET:
COST:
ESTIMATED LIFE:
SALVAGE VALUE:

Book Value
Week

Beginning

Depreciation
Expense

Accumulated

Book Value

Depreciation

of Week **

End of
Week **

*

Cost of asset

**

Book Value * Asset Cost - Accumulated Depreciation.

It is

the value assigned to the asset in the current balance
chpot
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SAILING

POWER

Inventory Cost Record

Item_
Supplier

Cost of Inventory

Cost of Inventory

Purchased

Week

#

unit

total

cost

cost

Cost of FEnding

Sold

#

Invent.orv

unit

total

cost

cost

#

.

2?1

unit

total

cost

cost

Notee

'

292

CD

*
3

±£

rounded to the nearest dollar.

«»

OS

Income Statements

w
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3
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z
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H
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z
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w
X
u
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u
£
O
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z
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to

o

OS
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to
w
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a
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oi o
X X
w u
to rH
c 05
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a i
X
Q w a
X
X
K **4 K
o
4-> V Q
C c 4i
»—i D fi

1

CL
K
w

a
X
w

Z

a
4)
a

J
<
H
O
E-

CL

o

*
tn

K
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<

H
u
£

<a

o
u
z

X
<
E-

H
K

to
to
u
J

Z

OS
u:
Ebu
<
*-<

z

Assumed income tax rate of 15%.

3

SAILING

POWER

INCOME STATEMENT
FOR THE PERIOD OF WEEKS 1 THROUGH 8

REVENUE:

from Sailing

_

from Sales of T-Shirts

_

TOTAL REVENUE

f

LESS COST OF MERCHANDISE SOLD (Merchandise Expense)
Beginning Merchandise Inventory
+ Purchases of Merchandise

_
+ _

Merchandise Available for Sale

_

- Ending Merchandise Inventory

- _

TOTAL COST OF MERCHANDISE SOLD
GROSS INCOME
LESS OPERATING EXPENSES
Ads Expense
Rent Expense
Gas Expense
Oil Expense
Insurance Expense
Salary Expense
Interest Expense
Uncol Acc Expense
Pep Expense - Motor
Pep Expense - Cooler
TOTAL OPERATING EXPENSES
NET INCOME BEFORE INCOME TAXES

LESS INCOME TAX AT 15% *

NET INCOME AFTER INCOME TAX

Assumed income tax rate of 15\,

i

rounded to the nearest dollar.

SAILING

POWER

OWNER'S EQUITY STATEMENT
FOR THE PERIOD OF WEEKS 1 THROUGH B

CAPITAL:

PLUS:

Beginning of Week 1

$

Capital Invested Week 1
Capital Invested Week 7
Total Capital Invested
Net Income Weeks 1 - 8 *
Increase In Capital

+
+

Subtotal

LESS:
CAPITAL:

*

Withdrawals

-

End of Week 8

*

Before Income Taxes

2p5

APPENDIX G
ACCESS PROPOSAL TO CONDUCT RESEARCH
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A Proposal

to Conduct Student Research

Charles Pedersen, ABD

Introduc tIon

The purpose of

this proposal

is

to describe a

student

research project

I would like

project

involves gathering research about

performance and attitudes
classes
1991.
the

taught

by

two

The research

is

in

the

be used for

dissertation requirement

student

fall

Senate

This proposal

for approval

semester,

for my Ed.D degree

is directed

to conduct

I

the completion of

University of Massachusetts Graduate School
Education.

The

in four Financial Accounting

instructors
to

to conduct.

to

at

the

of

the

Faculty

this research.

Title Af Study
Restructuring
Accounting:

Information

to be

Learned

in Basic

Student Attitudes and Achievement.

Purpose of StiLfLy
The

purpose of

instructional
has on student

this study

is

to assess

the

effect

method using restructured information
achievement

accounting as compared

to

and attitudes
the

297

in basic

traditional method.

an

(RI)

Ba ckarotinrf

The

focus of

this research

instruction is on what
is

is

in ba|sic accounting

called

the

accounting cycle

process.

This

the

series of

events and procedures

necessary

to organize

financial

data

formats called

financial

these financial
financial

statements.

Thus,

types of

used for decision

financial

statements and

is

important

for

financial

health of

a business or other

in learning

the

entity.

is also

the key

further study of accounting
Traditiona11y,
cycle process

can be

a knowledge of

how they are generated

It

An analysis of

statements reveals various

Information which

purposes.

into recognizable

is

those

interested

information upon which much
is built.

information about

taught using a

the accounting

lecture and routine

problem solving

approach with a strong reliance on an

accounting

to organize

text

practice problems.

the material

The authors of

generally follow a common approach
Information
detail

of

learned.

the accounting

over several
of study,

to be

the

and provide

textbooks

to organizing

the

This approach presents

cycle process,

or more chapters.

students are assumed

298

At

step by step,

the end of

this unit

to have a clear concept

pre- and post-questionnaires.

The pre-questioinaire is

the same one used to collect biographic data ayid will be
administered on the second day of class.

The

post-questionnaire will be administered on the last day
of class.

Three areas of attitudinal data will be

collected:

attitudes about students'

learning

experience, attitudes about students' understanding of
basic accounting,

and attitudes about what students feel

are the benefits of studying basic accounting.
Student

final

course

Classroom

performance
grades

to

data
be

wi11

be

provided

by

determined from the
the instructors.

Observation

To provide descriptive data for this study,

the

classes for both the experimental and control students
will be observed.

for each class,

observed early in the semester,
two near the end.

two sessions will

one near the middle,

1 will position myself

the class unobtrusively.

be

taken for each class visited.
Conditions of Research

All materials necessary to conduct_this rese&rcJl
will be provided by the researcher.
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and

in the back of

Hand written notes will

The type of data collected does not

be

include any

of

the overall process and can build further study on
;

this overview.

My belief Is that

relies on detail

to

this approach which

teach the accounting cycle process

makes accounting difficult

to learn.

Further,

I

question the assumption that students have a clear
understand 1ng of
of

the overall

process at

the completion

this segment of study.
An alternative approach for learning basic

accounting

Is

to provide

cycle process at

the overview of

the beginning of

the accounting

the course and to use

this as the framework for organizing and understanding
the detail.

To accomplish this,

the detail about

the

accounting cycle process is first restructured Into an
abstract

two dimensional model or pattern.

This model

or pattern then becomes the framework for organizing
accounting detail.

Students are

pattern in its abstract
see

the big picture of

the very beginning of
model

form.

taught

Thus,

this model

they are able to

the accounting cycle process at
the-course.

is maintained throughout

The integrity of

the study of

the

accounting cycle process and is used to organize
various

or

levels of detail.

the

Rather than assume that

students are able to understand the overview of

300

the

the

accounting cycle process from the detail,
traditional approach does,

the detail

as the

is restructured

into a lio del of the accounting cycle process at

the

1

beginning.

This restructured information (RI) method

for learning basic accounting seems to be more effective
for students
It

is

than the traditional method.

Important

to emphasize that

the concern of

this research is not how the instruction is to be
delivered in the classroom.
accounting

instruction,

it

As is typical

for most

is believed that both of

instructors involved in this study will

probably rely on

lecture and routine problem solving as a way
many of

the accounting concepts.

how the material

is

the

to present

While not focusing on

to be presented,

the research in

this study does focus on how the accounting Information
to be

learned is structured and whether the structure

enhances learning.
The. Test Comparing the Restructured Information (RI)

Method and

the

The test

Traditional

to determine

Method

the effectiveness of

the

restructured information (RI) method as compared to the
traditional
1991.

is to take place during

the

fall semester,

Two instructors in the accounting department have

301

been contacted about
participate.

this research and are willing to

Each Instructor will

teach the two

sections of Financial Accounting I involved in the
during

the approximate fifteen weeks of

The instructor of
familiar with the

the experimental

test

the semester.
classes is

(RI) method and has been using it in

his accounting instruction to varying degrees since
1983.
the

The Instructor of

traditional manner.

the control classes teaches in
Both instructors have agreed to

collaborate about material

to be covered and tests

to be

administered in order to make the classes as nearly
equivalent as possible.
classes

then will

be

The major difference

in the

that basic accounting will

taught using different approaches

be

to how the Information

is structured.

Research Questions
This study will explore
questions.
1.

Will

the answers to four research

They are as follows:

community college students that are taught

basic accounting by the restructured information
(RI)

instructional method perform better than

students

taught by the traditional method as

measured by the

final

course grade?
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2.

Will

community college students

taught by the (RI)

Instructional method have a more positive attitude
towards their learning experience than students
taught by the
3.

Will

traditional method?

community college students

taught

by the

(RI)

Instructlonal method have a more positive attitude
about

their understanding of basic accounting

students taught
4.

Will

by

the

than

traditional method?

community college students

taught

by the

(RI)

instructional method have a more positive attitude
towards

the benefits of studying basic accounting

than students taught by

the

traditional method?

Student Consent
Prior to collecting any data,

students will

be asked

to read and sign a consent form requesting them to
participate in the study.
clear the purpose of

The consent

the study,

form will make

the specific data

to be

collected from each student, and that students will be
asked to sign the data collection Instruments.
Statements on the form will make it very clear that
student

participation in the research will

confidential and that all
1s analyzed.

Naturally,

be

data will be coded before it
students not wishing to

303

participate

In

the study wi11 not

be

included in the

data collection.
Data Collection
Data

collected from the

categories:

biographic,

Students will

students will

attitudinal,

be

in

three

and performance.

complete pre- and a post-questionnaires

provide biographic and attitudinal
data will

be

provided by

the

data.

to/

Performance

instructors and

the

college

staff .
Student

biographic

data

will

be

collected

second class session on a pre-questionnaire.
will

be used

that

the

experimental

equivalent)
of

to measure class equivalency

and

to

and

for example,

instruction.

Information

includes sex,

accounting

Instruction,

English aptitude

(to determine

tests.

those with previous accounting
to

age,

be collected from the
program of study,

and performance on
All

the aptitude

test

by

of

results.

the math and

be provided

testing department.

daU wi 11
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be

the exception of

This data will

the aptitude

attitudinal

previous

biographic data will

the pre-questionnaire with

Student

This data

classes are

collected on

the staff

the

identify categories

students,

students

control

in

be

collected on

the

psychological
anyone

in

or personally revealing information about

the study.

The data collection Instruments and
permission

form will

be provided

to

the

student

the Faculty Senate

when they have been completed and approved by my
dissertation committee.
forthcoming
prior

this summer.

No

to finalized approval

dissertation
Approval

part

This approval will

of

the

data wi11

bv

collected until

the Human Subjects Review Committee

this approval

Anonymity of

instructors
in

the
End

approval

is

process at

No data will

be

has been granted.

all_involved in l-hfi—TCSCflTCh 15

Student

analysis.

by my

committee.

the University of Massachusetts.

to

collected

of my proposal

dissertation proposal

guaranteed.

be

be

The

data

collected will

identity of

involved

the

be coded prioi

college and

in the research will

the

be disguised

dissertation.
Note

The purpose of

this proposal

is

to provide

necessary information about my research
granted permission
Accounting

to conduct

I classes

intent

the
to be

a study of Financial

in the fall
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semester.

I hopefully

have provided the necessary information for the Faculty
Senate

to make

this decision.

If additional

is needed or other conditions need
contact me
As

to be met,

the

finalized proposal

approved by my dissertation committee will
completed until

this summer.

anticipate major changes

some

of

this research,

of my

in

not

be

I do not

the overall

approach

to

I do anticipate adjustments

committee.

Senate appraised of

I will

to satisfy
keep

t<*

the

the Faculty

any modifications which may

take

this proposal.

I appreciate
by

in

Although

the details as proposed here

requirements

place

please

immediately.

I have discussed before,

conducting

Information

the

time and effort

the Faculty Senate

proposal.
the college

I

in

look forward
to conduct

the

consideration of

to working

this research.
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that will

be spent
this

cooperatively with
Thank you.
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A COMPARISON OF THE RESTRUCTURED INFORMATION
AND TRADITIONAL STRUCTURE APPROACHES - ADDITIONAL DETAILS

Introduction
The first part of this comparison will be a description
and application of the Restructured Information
Approach.

(RI)

Some basic terms and explanations will be

developed for those readers with limited accounting
background.
the

(RI)

The second part of this section will compare

Approach with the Traditional Structure Approach as

found in accounting texts and courses.

The Restructured Information

(RI)

Approach

Accounts
In accounting,

accounts are used to keep track of

numbers in specific categories.
account for cash,

buildings,

A business might have an

or notes payable for example.

The cash account is used to keep track of the business's
cash,

the building account keeps track of the value of the

company's buildings,

and the notes payable account is used

to keep track of what is owed on money borrowed.
A simple account can be created by organizing the
numbers in a "T"-shaped format,
used "T"

thus creating the commonly

account shown on the next page.

one side of the "T"

In this example,

records increases to cash
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(the left

used MT"

account shown on the next page.

In this example,

one side of the "T” records increases to cash
side)?

the other side records decreases

When the numbers are summarized,

(the left

(the right side).

a balance

(b)

is calculated

($625).

_Cash_
+b
400
|
50

Beginning Balance

Ending Balance

b

200

|

100

300
625

I
|

125

A business will use as many accounts as it needs to
keep track of its financial activities.

These accounts can

be organized into five general categories:
liability,

owner's equity,

definitions used in the
categories are as

revenue,

(RI)

asset,

and expense.

Simplified

Approach for these five

follows:

Asset - What is used in the business

(i.e.,

cash,

buildings)
Liabilities - What is owed by the business
accounts payable,

(ie.,

notes payable)

Owner's Ecruitv - What is owned by the business

(ie.,

capital)
Revenue - What is earned by the business

(ie.,

service

revenue)
Expense - What is used up to earn the revenue
rent expense,

supplies expense)
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(ie.,

It is within these five categories of accounts that all the
numbers for a business are entered and organized.
The activities involving the numbers in which the
business engages are called transactions.
supplies for cash,

paying the rent,

a bank are examples.

Purchasing

or borrowing money from

Transactions fall

into several

categories and those important to basic accounting are:

Daily transactions - take place during the accounting
period

(usually one year long).

For the most part,

they represent the business's interactions with
customers and suppliers.

Adjustment Transactions - are prepared at the end of
the accounting period and bring the account balances up
to date

(adjust them)

by transferring money out of some

accounts and into others.

Closing Transactions - take place after the adjustment
transactions have been completed.
prepare the accounts

Their purpose is to

(by closing or zeroing them out)

for the new accounting period ahead.

What is important to note about each transaction is
that at least two different accounts are involved in the
recording of the numbers.

For example,
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when supplies are

purchased for cash,

both the supplies and the cash accounts

are involved? when the rent is paid,

both the rent expense

and the cash accounts are involved.

This concept is called

"double-entry accounting.”

Ledger

When the accounts for a business are organized
together,

a ledger is created.

As discussed previously,

there are five general categories of accounts that will
appear in this ledgeri
revenue and expense.

asset,

liability,

owner's equity,

Under each general category,

there are

a nuTnber of specific accounts in which the business
transactions are recorded.
the cash account earlier,

As was shown with the example of
some transactions involve

increases to these accounts while some transactions involve
decreases.

It is important to note that in some accounts,

increases are recorded on the left side while in other
accounts increases are recorded on the right side.
five general categories of accounts,

asset and expense

accounts record increases on the left side?
owner's equity,

For the

liabilities,

and revenue accounts record increases on the

right side.
For every transaction,

the sum of the numbers recorded

on the left side of the accounts will equal the sum of the
numbers recorded on the right side of the accounts.
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In

accounting,
side;

the left side of the account is called the debit

the right side is called the credit side.

every transaction,

the sum of the debits

recorded on the left side)

Thus,

for

(the amounts

will equal the sum of the credits

(the amounts recorded on the right side).
To visually reinforce these potentially confusing
concepts,

the

(RI)

Approach organizes the ledger with the

five general account categories into the following format:

Ledger

Asset

T.i aVn 1

Owner's Equity

Expense_

+

Revenue_

i

i

i

+

i

The above arrangement of accounts forms a reverse "C".
The accounts on the left
increases on the left?
(liabilities,
on the right.

(asset and expense)

record

the accounts on the right

owner's equity,

and revenue)

record increases

This visual organization of the ledger is the

first part of the abstract model used in the
for teaching basic accounting.
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(RI)

Approach

Financial Statements

The second part of the abstract model in the
Approach consists of the financial statements.

(RI)

Financial

statements are the number balances resulting from the
transactions recorded in the ledger organized into generally
recognizable formats.

Financial statements when analyzed

reveal important information about the financial health of a
business.

They are important aids for decision making by

business owners and creditors alike.
The two important financial statements are the income
statement and the balance sheet.

The income statement shows

how profitable it has been to be in business.

The profit or

net income is determined by subtracting expenses from
revenues.

-

Revenue
Expenses
Net Income

The balance sheet shows what the business uses and who
owns what it uses.

Assets are used in business.

The

business's share of the ownership of these assets is owner's
equity.

The liabilities represent other people's claims to

these assets.

The balance sheet is represented by the

following equation:

Assets

=

Liabilities
+
Owner's Equity
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financial statements from these transactions.

Being a

cycle, this process is repeated over and over and the steps
to complete it are generally the same.

The

(RI) Approach

unites the ledger and the financial statements to create an
abstract model of the whole process.
page 316)

This model

(shown on

is unique to this study and is the basis for the

experiment conducted for this dissertation.
Positioning the financial statements opposite to the
accounts whose number balances flow into them completes the
model.

This model then becomes the basis for teaching basic

accounting as a representation of the complete accounting
cycle process.

It thus is the "big picture" or overview.

In the application of the

(RI)

Approach,

the integrity of

the model is held regardless of the detail of the accounting
content which is added.

The following is a description of

the accounting cycle process which is followed when the

(RI)

Approach is used:

Balances Brought Forward - To begin the accounting
cycle process,

ending balances from the previous

accounting cycle are brought forward and entered
(posted is the accounting term)
accounts.

into the ledger

These become the beginning balances for the

new accounting period.
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(posted is the accounting term)
accounts.

into the ledger

These become the beginning balances for the

new accounting period.

Daily Transactions - Next, the daily transactions are
entered

(posted)

into the ledger.

At the end of the

accounting period when all the daily transactions have
been posted,

the accounts are balanced.

accuracy at this point,

To check for

a trial balance is prepared.

This simply proves that balances on the left or debit
sides of the accounts

(the increase sides for the asset

and expense accounts)

equals balances on the right or

credit sides of the accounts
liability,

owner's equity,

(the increase sides for

and revenue accounts).

Adjustment Transactions - Once the daily transactions
have been recorded and balanced,

the adjustment

transactions are then posted to the ledger.

When the

adjustment transactions have been completed,

the

accounts are rebalanced.

To check for accuracy,

an

adjusted trial balance is prepared.

Financial Statements - From the adjusted account
balances in the revenue and expense accounts,

the

income statement is prepared to determine the amount of
net income

(or loss)

the business earns during the
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accounting period.

Since the net income belongs to the

owner of the business,

it is then added to the owner's

account,

owner's equity,

Finally,

the balance sheet is prepared.

sheet balances

(ie.,

and the account is rebalanced.
If the balance

assets * liabilities + owner's equity),

there is a strong likelihood that the procedures have been
followed correctly.
Closing Transactions - Finally, the closing
transactions are posted to the ledger.

When the

closing transactions have been completed, the accounts
are rebalanced for the final time in this accounting
period.

To check for accuracy,

balance is prepared.

a post-closing trial

The ending balances remaining in

the accounts are then brought forward to begin the new
accounting period and the accounting cycle begins
again.
The Journal - Prior to posting the numbers to the
ledger,

the three types of transactions

adjustment and closing)

(daily,

can be recorded in an

alterative form in a journal.

Most accounting

instruction begins with recording transactions in a
journal and then posting them to the ledger.
(RI)

Approach,

In the

learning to journalize transactions

takes place after students understand the concept of
how and why the numbers are posted to the ledger.
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To apply the
accounting,

(RI) Approach to the teaching of basic

the model of the accounting cycle process is

taught in abstract form.

Then students work a series of

exercises and problems which gradually introduce and
reinforce the accounting concepts.

The exercises and

problems are included in the student materials

(Appendix F)

and are summarized briefly as follows:

Exercises

Each of the 13 exercises requires that the student
complete a full accounting cycle by recording the
transactions in the ledger and creating the financial
statements.

The purpose of the exercises is to familiarize

the student with the restructured information approach
through repetition and a gradual increase in complexity.
Each of the series of exercises below introduces new
concepts and more detail than the previous series.
Approximately three hours of class time are devoted to the
completion of the exercises.
Exercises 1-4
Completion of the accounting cycle using the general
categories of accounts.

This is the use of the

Approach in its most abstract form.
Exercises 5-7
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(RI)

Completion of the accounting cycle using daily
transactions involving cash recorded in the specific
accounts.
Exercises 8-10
Completion of the accounting cycle using daily
transactions involving cash and credit?

introduction of

an adjustment transaction.
Exercises 11-13
Completion of the accounting cycle using daily
transactions involving cash and credit? repeat of
adjustment transaction? balances brought forward from
previous accounting period.

Sailing Power Problem

The Sailing Power problem is designed to pull together
all of the accounting concepts by applying the
to a simulated business start-up.

(RI)

Approach

Students operate this

simulated business through eight complete cycles of
accounting events.

For each cycle, provided transactions

are recorded in the ledger and the financial statements
created.

For the first four cycles,

the business is

operated as a service firm? the second four as a
merchandising firm.

Approximately ten hours of class time

are devoted to the completion of this problem.
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The following is a brief description of each cycle and
some of the concepts introduced

(Note: when a concept is

introduced it is repeated in following cycles where
appropriate):
Week 1 Cycle
Setting up beginning business accounts
current liability,

owner's equity,

expense)? daily cash transactions
cash)? trial balance;

(current asset,

service revenue,
(invest, borrow,

earn

income statement; balance sheet.

Week 2 Cycle
Transfer balances forward; purchase long term asset;
current asset adjustment; adjusted trial balance.
Week 3 Cycle
Depreciation;

sales and purchases on credit; current

asset adjustment; journalizing transactions.
Week 4 Cycle
Depreciation; prepaid asset adjustment; paying note
with interest.
Week 5 Cycle
Merchandising firm; prepaid asset adjustment; current
and long-term assets; current and long-term
liabilities.
Week 6 Cycle
Cost of goods sold; FIFO inventory valuation;
uncollectible accounts; concept of debits and credits
(for the first time).
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Week 7 Cycle
Owner*s equity statement? legal forms of business
organization? net loss? closing transactions.
Week 8 Cycle
Unearned revenue adjustment? liquidation of assets?
comparative and cumulative income statements.

Accounting Cycle Problems

Five independent accounting cycle problems are
completed by the students following the completion of the
Sailing Power segment.

Each problem is a complete

accounting cycle in detail.

Students complete them at

approximately two-week intervals as homework.

They are

designed to reinforce the concepts of the accounting cycle
process.

Estimated time for completion is 1-3 hours each.

For each problem students will do variations of the
following:
Daily Transactions - Journalize, post, balance, trial
balance.
Adjustment Transactions - Journalize, post, balance,
adjusted trial balance.
Financial Statements - Income statement,

statement of

owner’s equity, balance sheet.
Closing Transactions - Journalize, post, balance, post
closing trial balance.
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Problem #1:

Service firm,

sole proprietorship.

Problem #2:

Service firm,

sole proprietorship.

Problem #3: Merchandising firm,

sole proprietorship.

Problem #4: Merchandising firm,

sole proprietorship.

Problem #5: Merchandising firm,

corporation.

Summary

The Restructured Information

(RI)

Approach incorporates

a number of learning concepts which it is believed by this
researcher enhance students*
basic accounting.
for this study,

abilities to learn and remember

The most important, which is the basis

is the restructuring of the information

found in accounting texts and courses into an abstract model
of the whole process.

The integrity of this model is

maintained through all levels of accounting instruction
regardless of the detail introduced.

Students thus have the

framework for organizing the detail and seeing how it
relates to the whole.

From a simple,

a complex and comprehensive end,

abstract beginning to

students complete the

accounting cycle process 26 times during the accounting
course.
In addition to the restructured information model and
its repetition,

other educational concepts have been

integrated into the design of this approach.
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Experiential Learning - Students are actively involved
in the doing of accounting.
Terminology - Simple terms are introduced and used
consistently.

For example,

a business "uses”.

Needles

an asset is defined by what
(1990)

defines and asset as

"probable future economic benefits obtained or
controlled by a particular entity as a result of past
transactions or events" p.

16.

New Material - New material is introduced gradually and
logically and builds on what has already been
introduced.

Once it has been introduced,

it is

repeated cycle after cycle to reinforce students'
understanding of it.
Small Numbers - The numbers used in the exercises and
problems are small so the concepts of accounting are
not lost in doing the math.
Debit and Credit - The terms "debit" and "credit" are
introduced after about 12 hours of instruction.

The

concept of debit and credit can be easily learned
without using the words,

eliminating a great deal of

confusion for students.
The next section describes the traditional structure of
accounting as found in accounting texts and courses and
compares it with the

(RI)

Approach.

323

The Traditional Structure of Accounting

The traditional structure of accounting as found in
texts and courses is generally linear in that each step of
the accounting cycle process is presented in order over
several chapters.

Using Needles (1990)

as an example of a

typical accounting text, Chapter 1 (pp. 2-50)
subject of accounting? Chapter 2

(pp. 51-97)

introduces the
covers daily

transactions through the trial balance; Chapter 3
141)

(pp. 98-

covers adjustment transactions through adjusted trial

balance; Chapter 4

(pp.

142-185) covers the completion of

the accounting cycle for a service firm including financial
statements and closing transactions? Chapter 5

(pp. 186-222)

covers the complete accounting cycle for a merchandising
firm.
In each chapter, there is a focus on considerable
detail and the introduction of many new accounting terms.
The problems found at the ends of the chapters likewise call
on the students to demonstrate a proficiency with the
manipulation of this detail and terminology.
Students do not experience completing the accounting
cycle process until after covering four chapters and 185
pages of accounting material.

In a typical course, this

represents generally one third to one half of the course.
Students may only complete several problems involving the
complete accounting cycle.
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In the Traditional Structure Approach as found in
Needles

(1990),

a visual organization of the ledger is

presented just once utilizing "T" accounts

(p.

61).

Its

purpose according to the author is to illustrate the
relationship between the general categories of accounts
(asset,

liability,

owner's equity,

revenue,

and expense)

demonstrate the concept of debit and credit.
presented below so it can be compared to the

Assets_
Debit | Credit
for
j
for
Incre j Deere

Liabilities
Debit | Credit
for
j
for
Deere j Incre

+

and

It is
(RI) Approach.

Owner's Equity
Debit | Credit
for
j
for
Deere j Incre

_Owner s Equity__
Decrease
Increases
(Debits)
(Credits)
_Expenses_
Increases | Decreases
(Debits)
j (Credits)

_Revenues_
Decreases | Increases
(Debits)
j (Credits)

The above arrangement of accounts in contrast to the use of
the ledger in the

(RI)

Approach is not reinforced throughout

the learning of the accounting cycle material.

Rather than

use the ledger as a visual aid for remembering,

students

must memorize the rules of debits and credits.

Comparing the Approaches

While the accounting content for the

(RI)

Approach and

the Traditional Structure Approach is similar, the
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approaches are quite different.

The following examples

illustrate several differences between the two approaches:
General Approach - The Traditional Structure Approach
is linear proceeding through the accounting cycle step
by step.

At each step,

introduced.

considerable detail is

The complete accounting cycle process is

not experienced until well into the course.

The

(RI)

Approach in contrast is holistic with the development
of a visual model of the complete process at the very
beginning of the course.

Detail is added but in the

context of the visual model.
Ledger - In the Traditional Structure Approach, the
ledger is used to simply record the transactions.

The

relationship between the accounts relative to debits
and credits is not emphasized.

In the

the ledger is critical for learning,

(RI)

Approach,

remembering,

and

analyzing accounting information.
Financial Statements - In the Traditional Structure
Approach, the financial statements are presented
incidental to their relationship to the ledger.
(RI)

Approach,

In the

the financial statements are an integral

part of the overall process and closely connected to
the ledger.
Repetition - In the Traditional Structure Approach,
students complete the accounting cycle process several

326

times.

In the

(RI)

Approach,

the accounting cycle

process is completed dozens of times.
Debits and Credits - In the Traditional Structure
Approach,

debits and credits are introduced at the

beginning of the course and used throughout.
(RI)

In the

Approach, the concepts of debits and credits is

introduced at the beginning of the course as well, but
the words "debit" and "credit" are not used until much
later in the course,

eliminating what appears to be a

confusing aspect of accounting for many students.

Summary

It is clear that there are major differences between
the Restructured Information and the Traditional Structure
Approaches to teaching basic accounting.

One is linear and

detailed? the other is holistic and visual.

Contrasting the

two approaches in this study provided some useful insights
that will result in more effectively meeting the needs of
the students in accounting education.
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