
The accounting cycle follows the same conceptual steps in both manual and computerized

systems, but the way each step is carried out is very different in terms of tools, speed, and error

risk. In a manual system, most work is done by hand in books and schedules, while in a

computerized system those same steps are largely automated inside software.

In a traditional bookkeeping/accounting cycle, the core steps are usually described as:

Identifying and analyzing transactions (from source documents like invoices, receipts, bank

statements).

Recording transactions in journals using double-entry (debits and credits).

Posting from journals to ledger accounts.

Preparing an unadjusted trial balance from ledger balances.

Making adjusting entries (accruals, deferrals, depreciation, etc.).

Preparing an adjusted trial balance.

Preparing financial statements (income statement, balance sheet, cash flow statement,

etc.).

Making closing entries and preparing a post‑closing trial balance for the next period.

In a manual bookkeeping system, every stage uses physical books and handwritten entries.

Transactions are first recorded in books of original entry such as a general journal and

special journals (sales, cash receipts, cash payments, purchases, payroll).

Periodically (often at month‑end), totals from these journals are manually posted to the

general ledger and subsidiary ledgers, and then ledger balances are used to prepare a trial

balance.

Adjusting and closing entries are written by hand in the journal, then posted to the ledger,

and the bookkeeper manually summarizes balances to produce financial statements.

This approach is slower, relies heavily on the bookkeeper’s calculations and posting accuracy,

and often gives management up‑to‑date reports only at the end of the month or period.

Explain and discuss the accounting cycle used in
a manual bookkeeping system and how it differs
using a computerized bookkeeping system

Accounting cycle: main steps
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How this works in a manual system
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In a computerized bookkeeping (accounting software) system, the same underlying cycle exists,

but many steps are embedded in the software.

Transactions are entered into on‑screen forms (modules) such as sales, purchases, cash

receipts, cash disbursements, inventory, and payroll, and stored in a database instead of

paper journals.

When a transaction is saved, the system automatically posts it to the correct journals and

ledger accounts, keeps running account balances, and can produce a trial balance and

financial statements at any time without separate manual posting and summarizing.

Adjusting and closing entries are still needed conceptually, but software can assist with

recurring adjustments and automate the closing process, making updated reports available

in real time.

This reduces arithmetic and posting errors, speeds up processing, and allows frequent or

on‑demand reporting rather than waiting for period‑end.

Aspect Manual bookkeeping Computerized bookkeeping

Medium Paper journals and ledgers. Digital database in accounting software.

Data entry Handwritten in books of original entry. Entered once via on‑screen forms. 

Posting to ledgers
Done manually from journals, often at

period‑end. 

Automatic, simultaneous posting to all

relevant accounts. 

Calculations Done by hand (totals, balances). Done by software instantly. 

Trial balance & reports
Prepared manually after posting and

summarizing. 
Generated on demand from stored data. 

Adjusting/closing

entries
Handwritten and then posted. 

Entered once; system updates ledgers and

balances. 

Speed & timeliness
Slower; often only month‑end

information. 
Fast; near real‑time information. 

Error risk
Higher (arithmetic, posting,

duplication). 

Lower for routine tasks; software handles

repetitive work. 

Conceptually, both systems follow the same cycle of identifying, recording, classifying, and

summarizing transactions to produce financial statements; what changes is how those steps are

carried out.

In practice, manual systems may suit very small or simple operations, but computerized systems

make it easier to maintain up‑to‑date records, generate timely reports, and reduce repetitive

work and calculation errors as transaction volumes grow.

How this works in a computerized system
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Key differences: manual vs computerized
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Conceptual similarities and practical implications
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