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Profit Discovery and Double Entry Accounting 
Abstract: Werner Sombart, Max Weber, Joseph Schumpeter, and Ludwig Mises asserted that double 

entry accounting (DEA) focused attention on profit as an important objective and became a major force 

behind the emergence of capitalism. Yuji Ijiri suggested that the main difference between DEA and 

earlier single-entry bookkeeping was the debits equal credits constraint, which makes the accountant 

think more deeply about the causal forces that underlie a transaction. While DEA is used universally 

by major for-profit corporations around the world, we do not have a parsimonious explanation for why 

DEA confers an economic advantage. We theorize that DEA is beneficial because the debits = credits 

constraint compels a mental reckoning of profit at the time an exchange is consummated rather than 

later when the books are closed.  This reckoning forces consideration of future circumstances that may 

affect the ultimate profitability of the transaction.  Repeated application of DEA to discover profit leads 

to the formation of mental models (with neural correlates), which can then be applied to the evaluation 

of future exchange opportunities. We hypothesize that this leads to a co-evolution of accounting 

practice and exchange complexity with the result being greater wealth creation in organizations and 

societies where the use of DEA becomes ingrained. Our hypothesis suggests several areas for future 

research including historical analyses and field research on DEA adoption, behavioral and brain 

experiments on the impact of DEA usage, and empirical analyses of naturally-occurring data to track 

how the spread of DEA across the globe correlates with changes in economic performance. 


