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Conclusion
Since the net method is infrequently 

used in practice, the time spent on this 
method in the introductory course in 
accounting could be better spent on 
other items. The net method would be 
more appropriately covered in later 
courses. ■
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Introduction
Time is valuable in all accounting 

courses; this is especially true in the in
troductory accounting course. Since 
introductory courses are often filled 
with non-majors, the curriculum 
should be constantly scrutinized for 
relevance.

For the first course in accounting, in 
current introductory accounting text
books show two possible methods of 
accounting for purchases.

One of these methods records 
purchases at gross. For example, a 
$100 purchase (2/10,n/30) where dis
count is earned would be recorded: 
dr. (Inventory) Purchases $100

cr. Accounts Payable $100
The discount is then only recorded 
when taken:
dr. Accounts Payable $100

cr. Cash $ 98
cr. Purchase Discount 2

The other method records purchases at 
net. Using the same numbers, the jour
nal entry at purchase would be: 
dr. (Inventory) Purchases $ 98

cr. Accounts Payable $ 98
Discounts are recorded only when lost. 
For example, if paid on the 30th day, 
the entry is:
dr. Accounts Payable $ 98
dr. Discounts Lost 2

cr. Cash $100
Methodology

The purpose of the research was to 
determine the usage of each method of 
accounting for purchases. A question
naire was sent to 500 companies which 
were randomly selected from the U.S. 
Industrial Directory (1977). The direc
tory lists approximately 40,000 cor
porations. The sample selected 
covered all major industries 
throughout the United States. There 
were 203 responses.
Findings

The response rate to purchasing 

methods was as follows:
Accounting Method Frequency
Gross 73.1%
Pay by invoice only 9.5%
Net 14.9%
Record at Standard Costs 2.5% 
When asked to identify their principal 
activity the following was found:
Principal Activity Frequency
Manufacturing 92.1%
Wholesale 3.4%
Retail 1.5%
Service 3.0%
There was no significant correlation 
between accounting method and prin
cipal activity.
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