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ABSTRACT 

Introduction: Manufacturing companies operating within dynamic and intensely competitive markets have a 
mindset that concentrates on continuous improvement processes. The management efforts have focused on 
enhancing quality, flexibility, and customer response time through the application of Lean thinking principles. 
For an organisation to realise its full potential of lean application, lean manufacturing organisation must 
embrace a comprehensive business strategy, rather than being confined to a singular focus within operations. 
The lean manufacturing organisation necessitates the incorporation of lean approaches throughout operations 
and various business functions. Management accounting practices (MAP), and lean accounting serve as 
crucial elements in attaining higher performance improvement and align with the requirements and goals of 
lean organisations. This study aims to investigate the relationship between lean accounting components and 
the manufacturing performance of Malaysian manufacturing companies. 

Methods: The survey data collected from 282 Malaysian manufacturing firms was utilised and develop a 
structural equation model of lean accounting and manufacturing performance. 

Results: The findings show that the implementation of lean accounting is directly related to manufacturing 
performance. Specifically, the elimination of transactions (ELT), performance measurement (PFM), financial 
benefits (FNB), and value stream management (VSM) have direct effects, while value stream costing (VSC) 
indirectly impacts manufacturing performance in Malaysia. 

Conclusion: The results of our research align with the perspective that lean thinking constitutes a 
comprehensive business strategy. To achieve the most significant effect on performance, our findings suggest 
that operations management must across the departments and areas to maximizse its efficiency. Operations 
and accounting personnel must collaborate to ensure that lean accounting is strategically integrated into the 
lean manufacturing organisation. This study assists both researchers and practitioners in comprehending how 
lean accounting can facilitate operations personnel in their internal decision-making processes, as well as 
support operations executives and business leaders in their goal of enhancing lean operations performance 
within the framework of a comprehensive lean manufacturing strategy. 

Keywords: Lean accounting, lean manufacturing, survey, structural equation modeling 

INTRODUCTION 

The foundation of lean is the elimination of waste and the fulfilment of customer needs across all dimensions 
of operations, manufacturing, and administration (Elbert, 2012; Womack et al., 1991, 2007). This 
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encompasses streamlined structures, processes, adaptability, and methodologies to capitalise on emerging 
opportunities. Achieving a lean enterprise requires a culture built on lean thinking, which involves eliminating 
wasteful activities while increasing the value of a process or function (Malik, 2016; Maskell, 2000). Lean 
accounting emphasises the examination and quantification of customer value through accounting practices, 
thereby improving customer relationships, product design, and pricing strategies and fostering continuous 
improvement (Maskell & Baggaley, 2006). The effective application of lean accounting generates significant 
advantages for an organisation by providing accurate, timely, and understandable information, motivating lean 
transformation, and facilitating decision-making processes (Maskell, 2009; Maskell et al., 2017). This, in turn, 
contributes to increased customer value, growth, profitability, and cash flow (Fullerton et al., 2013; Malta & 
Cunha, 2011). Lean accounting promotes the application of lean tools to eliminate waste from accounting 
processes while ensuring robust financial control (Maskell et al., 2017; Maskell & Baggaley, 2006) and 
supports a lean culture by motivating investment in people, providing relevant and actionable information, and 
empowering continuous improvement at every organisational level (Elbert, 2012). 

It is essential to integrate lean accounting concurrently for the efficiency of business processes (Maskell & 
Baggaley, 2006) and the improvement of operational and financial performance (Kennedy & Widener, 2008). 
Lean accounting integrates lean philosophy into every aspect of accounting processes and describes how 
accounting, control and measurement can be employed to facilitate lean manufacturing organisation 
(Kocamiş, 2015; Malik, 2016; Maskell et al., 2017). Lean accounting aids management in better decision-
making by identifying and removing non-value-added processes within product costing, inventory, and 
production control activities (Liu et al., 2024). Therefore, this study is essential in addressing the research gap 
within lean management literature by emphasising the role of lean accounting (Maskell, 2000) and its impact 
on manufacturing performance in Malaysia. The transformation to lean accounting has the potential to 
increase companies’ performance through the elimination of waste and unnecessary processes, drive towards 
better quality, and the enhancement of customer value (Womack et al., 2007; Womack & Jones, 1997) while 
compliance to Generally Accepted Accounting Principles Generally (GAAP) (Maskell, 2000; Maskell & 
Baggaley, 2006). 

This study is organised in the following manner: Section 2 provides an overview of the literature review, 
while Section 3 outlines the research methodology employed in this study. Section 4 provides an analysis of 
the findings, whereas section 5 emphasises the discussions and implications derived from the study. The study 
culminates in a series of recommendations for prospective research agendas. 

LITERATURE REVIEW 

Lean Principles 

The concept of lean emerged in the early 1990s with the publication of The Machine That Changed the World: 
Based on the Massachusetts Institute of Technology of the Toyota Production System by Womack, Jones & 
Roos. The foundation of lean philosophy focuses on value creation through waste elimination, with seven 
types of waste identified during the development of the Toyota Production System. The principles of lean 
emphasise the importance of delivering value to the customer, improving the flow of products or services, and 
eliminating waste and non-value-added activities based on customer value, creating a more efficient operation 
that delivers faster, more dependable, and higher-quality products and services at a lower cost (Womack et al., 
1991; Womack & Jones, 1997, 2005). Womack and Jones (1997) identified the fundamentals of lean are 
Value, Value Stream, Flow, Pull, and Perfection. 

The first principle of lean is specifying value, which revolves around the customer’s use of a product and is 
used as a foundation for developing the production process. The definition of value should be determined by 
the customer, taking into consideration the product’s features and pricing (Koskela, 2004). The second 
principle of lean focuses on providing value to the customer effectively, identifying the value stream of the 
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product and ensuring consistent production processes. The organisation must recognise the value of each 
process to ensure that the end-to-end process delivers value to the customer and meets their expectations 
(Hines et al., 2020). The fourth principle of lean focuses on aligning production with customer needs and 
demands, enabling the firm to pull value from the customer rather than push it onto the customer (Osman et 
al., 2020; Tillema & Van der Steen, 2015). This principle involves planning production to optimise the quality 
and efficiency of the final product. The fifth principle of lean is to pursue perfection, meeting customer needs 
and continuously improving processes to achieve zero defects (Malik, 2016; Netland et al., 2021; Ruiz-De-
Arbulo-Lopez et al., 2013; Womack & Jones, 1997). The principles of lean are a systematic technique to 
validate, recognise, and eliminate waste and non-value-added activities through continuous improvement 
through production activities of material, work-in-process and output, and information using a pull system 
(Dieste et al., 2021; Kamble et al., 2020; Lee & Chang, 2010; Osman et al., 2020; Womack & Jones, 2005). 

Research on Lean Accounting  

Research in lean accounting varies and emphasises the potential positive implications of new accounting 
methods and suggests performance and competitive improvement. There is the notion that lean accounting is 
the most suitable method for lean companies (Alves et al., 2022; Kennedy et al., 2012). Malta and Cunha 
(2011) posit that effective value stream management (VSM) and a different approach in cost modelling 
systems are required to demonstrate operations planning improvements. A new approach in cost modelling 
and performance evaluation systems can be implemented to improve global value streams within collaborative 
networks. Fullerton et al. (2014) reveal that the extent of lean manufacturing implementation is associated 
with the use of lean MAP, which positively influences the use of value stream costing and visual performance 
measures. Ali et al. (2021) assert that a successful system requires a strong commitment from top 
management, consistent accounting methods, a lean manufacturing system, and effective collaboration with 
value-stream teams and not functioning effectively with a traditional accounting system (Kennedy et al., 2012; 
Sitoresmi & Eksandy, 2018; Teklay & Bobe, 2024). The implementation of a quality MAP suggests that 
personal values and commitments to modernising the business drive change (Teklay & Bobe, 2024). 
Valmohammadi and Dadashnejad (2021) investigate the operational principles of lean production using the 
value stream mapping (VSM) and Kaizen approach, showing an increased value-added, improved production, 
reduced lead time, and improved value-creating time. Kennedy et al. (2012) assert the essential of value 
stream costing (VSC) in a lean environment to facilitate the managers differentiate between value-added and 
non-value-added activities, reducing waste and saving resources (Almusawi et al., 2019). 

Despite lean accounting transformation being acknowledged as medium of continuous improvement (Bhasin 
& Found, 2021; Maskell, 2006; Maskell & Baggaley, 2006; Maskell & Kennedy, 2007; Stenzel, 2007) and 
contributing to the economy and fostering beneficial socio-economic developments (Sitoresmi & Eksandy, 
2018), VSC show a negative effect and Just-In-Time (JIT) did not influence in the implementation of lean 
accounting in Indonesian firms. 

It is important to note that lean accounting information can enhance financial performance, have better returns 
on net operating assets, cash flows, and cash ratios (Harris & Cassidy, 2013), cost dimensions, and 
competitive performance (DeBusk, 2015; Rosa & Machado, 2013; Vesty et al., 2023). The application of lean 
accounting is not limited to manufacturing industries as the implementation of lean accounting is extended to 
non-manufacturing industries (Almusawi et al., 2019; Malik, 2016; Sitoresmi & Eksandy, 2018; Teklay & 
Bobe, 2024). Table 1 presents the summary of research related to lean accounting across countries and 
disciplines. 

Hypothesis Development 

A survey literature related to research on lean accounting in Malaysia was scarcely reported. Most studies in 
the field of lean have focused on lean manufacturing and other factors in the adoption of lean accounting. 
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However, the study conducted by Harris & Cassidy, 2013 on a comparative study of Lean operations and Lean 
accounting adoption on the profitability and cash flows found that Lean companies performed better 
performance than their counterparts of UK companies. Iranmanesh et al. (2019) examine the impact of lean 
manufacturing practices on sustainable performance in 187 manufacturing firms in Malaysia. Results show 
that process and equipment, product design, supplier relationships, and customer relationships positively affect 
sustainable performance. Lean culture moderates these effects, suggesting that lean manufacturing practices 
can enhance sustainable performance in manufacturing firms. 

The investigation into lean accounting within the Malaysian context has been relatively limited (Hamid & 
Habidin, 2023; Shokri, 2017), with the majority of existing studies focussing primarily on lean manufacturing 
and the determinants affecting the implementation of lean practices. It is important to note that the existence 
of a robust lean culture significantly enhanced these beneficial effects, thereby supporting the assertion that 
lean practices can facilitate improved long-term results within the Malaysian manufacturing industry. In light 
of these findings, this study hypothesises that the implementation of lean accounting is a primary drive in lean 
manufacturing organisations, which could substantially enhance overall manufacturing performance. Support 
the foundation of lean manufacturing, this study develops the hypothesis as follows: 

H1: Lean accounting (LAC) has a significant effect on manufacturing performance. 

H1a: Eliminating Transactions (ELT) has a significant effect on manufacturing performance. 

H1b: Value Stream Costing (VSC) has a significant effect on manufacturing performance. 

H1c: Performance Measurement (PFM) has a significant effect on manufacturing performance. 

H1d: Financial Benefits (FNB) has a significant effect on manufacturing performance. 

H1e: Value Stream Management (VSM) has a significant effect on manufacturing performance. 

Table 1: Research Related to Lean Accounting across Countries and Disciplines 

Author (s) 
Research 

Type 
Country Methodology Analysis Results 

Fullerton et al. 
(2014) 

Empirical 
Research 

USA Survey 

Structural 
Equation 
Modeling 
(SEM) 

Lean manufacturing 
significantly impacts operations 
performance, as does lean 
MAP. 

Ali et al. (2021) 
Literature 
Review 

- Literature Review 
Descriptive 
Analysis 

Key factors of lean accounting 
implementation include top 
management’s commitment, 
accountants” understanding of 
lean philosophy, the selection 
of value stream costing method, 
and the method’s effectiveness 
in value streams. 

Teklay and Bobe 
(2024) 

Case Study African 
Semi-structured 
interviews and 
secondary sources 

Direct content 
analysis 

Personal values and 
commitments are the main 
contributors to management 
accounting practice changes. 
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Alves et al. 
(2022) 

Structured 
Literature 
Review 
(SLR) 

European 
countries 

Literature review 
on empirical case 
study 

Content 
Analysis 

Enhanced definition of LA, 
combining lean manufacturing 
practices with management 
accounting to convert 
operational inputs into 
actionable accounting 
information. 

Valmohammadi 
and Dadashnejad 
(2021) 

Single Case 
Study 

Iran 
Principles of 
VSMP and 
Kaizen approach 

Formula 
based 

VSMP and Kaizen practices 
increased value-added, 
improved production, reduced 
lead time, and improved value-
creating time. 

Kennedy et al. 
(2012) 

Empirical 
Research 

USA Survey 

Structural 
Equation 
Modeling 
(SEM) 

Top management support, lean 
initiatives, employee 
empowerment, visual 
performance measures, 
simplified accounting practices, 
and reduced traditional 
management accounting 
practices are important factors 
in the adoption of VSC. 

Malik (2016) 
Empirical 
Research 

India Survey 
Exploratory 
Factor 
Analysis 

The evaluation of a company’s 
performance is primarily based 
on Time and Inventory 
Management, Machine 
Maintenance, Value Stream 
Costing and Analysis, and the 
Just in Time Approach for 
Manufacturing. 

Almusawi et al. 
(2019) 

Case study Iraq 

Semi-structured 
Interviews, APH 
documents and 
hospital database 

Formula 
based 

Value stream mapping 
improved financial 
performance by identifying the 
real costs of APH services and 
eliminating waste. The lean 
accounting tool, VSC improved 
healthcare processes efficiency 
and quality, enabling 
management to evaluate current 
operations and identify critical 
processes for corrective actions. 

Sitoresmi and 
Eksandy (2018) 

Empirical 
Research 

Indonesia Questionnaires 
Regression 
Analysis 

Balance Scorecard and 
Continuous improvement have 
a positive effect on lean 
accounting. Value stream cost 
has a negative effect on lean 
accounting, while Just In Time 
does not affect lean accounting. 
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Harris and 
Cassidy (2013) 

Empirical 
Research 

USA 

The EDGAR 
database 
10-K Annual 
Report 

Comparative 
Analysis 

Organisations (Lean 
companies) that implement lean 
operations and lean accounting 
are likely to attain superior 
profitability and cash flows 
compared to comparable 
organisations (Non-Lean 
companies) that do not engage 
in these practices. 

RESEARCH METHODOLOGY 

This study employed quantitative data collection methods through the administration of survey questionnaires 
with a 7-point Likert scale (Awang et al., 2016). The 7-point scale offered a broader spectrum of response 
options for participants to articulate their views, thereby enhancing the reliability of the measurement 
(KORKUT ALTUNA & ARSLAN, 2016). The survey is based on a lean accounting framework (Maskell, 
2006; Maskell et al., 2017) and performance improvement measurement (Cunningham et al., 2011; Habidin et 
al., 2016) and modified accordingly to suit the current setting in the Malaysian context. The survey was 
subjected to a validation process by academicians and practitioners specialising in lean practices and lean 
accounting. Content analysis ensures that each construct and item is accurately addressed. A simple random 
sampling method is employed to select the manufacturing companies across the state, resulting in a total of 
480 manufacturing companies designated for survey distribution. This study conducted a pretest activity to 
comprehend the feedback from several accountants and operation managers working in manufacturing 
companies. They are required to evaluate the survey instrument for readability, completeness and clarity. The 
survey is improved accordingly based on their response and feedback. The final responses obtained from 282 
manufacturers were utilised for analysis using Structural Equation Modeling (SEM). The field data is 
subjected to rigorous data screening and cleaning processes to ensure the integrity and accuracy of the results. 
The analysis reveals that the dataset is complete, with no instances of missing data identified. The range of 
values derived from the descriptive statistics results consistently falls between 1 and 7. The results 
demonstrate that participants provided responses to all data enquiries within the questionnaire for further 
analysis. Missing data arises when participants in a study choose not to answer specific questions within the 
questionnaire (Acuña & Rodriguez, 2004; Kline, 2016). 

FINDING AND DISCUSSION 

Demographic Characteristics  

This study gathered demographic data on respondents, including gender, age, ethnicity, education level, 
position, working experience, and company profile. Table 2 presents that the majority of respondents were 
aged 30 to 49, with a majority from the Malay ethnic group (82.3%) and the remaining Chinese group 
(17.7%). The majority were senior managers or directors, with 27.3% and 23.4% respectively. Most 
respondents had 5 to 14 years of experience in manufacturing activities, with 115 having 25 years or more. 
The majority of manufacturing companies had been incorporated for over 15 years, with 39% implementing 
lean manufacturing. 

Table 2: Demographic Profiles 

Profile Frequency Percent 

Gender     

Male 257 91.1 

Female 25 8.9 
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Age     

Under 30 years old 69 24.5 

30 to below 40 years old 114 40.4 

40 to below 50 years old 72 25.5 

50 years old and above 27 9.6 

Ethnicity     

Malay 232 82.3 

Chinese 50 17.7 

Qualification     

Master’s Degree 41 14.5 

Bachelor’s Degree 154 54.6 

Diploma 87 30.9 

Position     

Senior Manager/Director 77 27.3 

Manager/Executive 66 23.4 

Lean Manager/Lean Operation Manager/Quality Manager 46 16.3 

Accountant/Management Accountant 22 7.8 

Financial Controller 19 6.7 

Financial Analyst 52 18.4 

Under 5 years 27 9.6 

5 to below 15 years 131 46.5 

15 to below 25 years 97 34.4 

25 years and above 27 9.6 

Accounting Experience     

None 115 40.8 

Under 5 years 74 26.2 

5 to below 10 years 66 23.4 

10 to below 15 years 27 9.6 

Year Incorporated     

Under 10 years 19 6.7 

10 to below 20 years 112 39.7 

20 to below 30 years 72 25.5 

30 years and above 79 28.0 

Confirmatory Factor Analysis (CFA) 

The Confirmatory Factor Analysis (CFA) is used to measure latent constructs, ensuring their 
unidimensionality, validity, and reliability. The CFA process evaluates the significance of each item in 
measuring the associated constructs. Items with a factor loading below 0.60 should be removed from the 
model. However, the construct fails to reach validity if the removal of the item exceeds 20 percent. The 
validation of constructs is essential prior to the establishment of causal relationships within the structural 
model (Awang, 2015; Yusof et al., 2017; Asnawi et al., 2019; Afthanorhan et al., 2020). Five components 
measure lean accounting; eliminating transaction (ELT), value stream costing (VSC), performance 
measurement (PFM), financial benefit (FNB) and value stream management (VSM). Figure 1 displays the 
results of the CFA procedure for the lean accounting construct with a total of 19 items. These results include 
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the fitness indexes for the entire construct and the factor loadings, both for each component and for every 
item. The result for the model fitness indexes was achieved in the measurement model (Chisq/df = 2.291 < 
3.0, RMSEA = 0.068 < 0.08, CFI = 0.948 > 0.90, TLI = 0.939 > 0.90). Hence, the validity and reliability of 
the lean accounting construct could be assessed, as shown is Figure 1. 

 

Figure 1: Measurement Model for Lean Accounting Construct 

Structural Equation Model (SEM) 

Structural Equation Modelling (SEM) constitutes a methodological approach that integrates both the 
measurement model and the structural model. It is vital to evaluate the model’s fitness to ensure that the 
structural model aligns with the prescribed fitness criteria and is adequately capable of representing all causal 
relationships within the study. This study aims to investigate the causal effect of lean accounting on 
manufacturing performance. 

Hypothesis Testing on Lean Accounting and Manufacturing Performance  

This study examines the effects of lean accounting as an exogenous construct in explaining manufacturing 
performance, the endogenous contruct, of Malaysian manufacturing companies. The structural model of causal 
relationship testing is presented in Figure 2, and the output of the hypothesis testing is in Table 3. The path 
coefficient derived from this analysis is 0.680. The value implies that a one-unit increase in lean accounting 
(LAC) correlates with a 0.680 increase in manufacturing performance (MFP), a standard error 0.081, the 
regression weight is estimated at 0.680. The probability of getting a critical ratio as large as 8.428 in absolute 
value is less than 0.001. The regression weight for LAC in the prediction of MFP is highly significant at the 
0.001 level. 
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Figure 2: Unstandardizsed Regression Path Coefficient of Lean Accounting Component and Manufacturing 
Performance 

Table 3: Testing the Causal Effect of the Constructs 

      Estimate S.E. C.R. P 

Manufacturing_Performance <--- Lean_Accounting 0.680 .081 8.428 *** 

E_Transact <--- Lean_Accounting 1.000       

VS_Costing <--- Lean_Accounting 1.111 .066 16.868 *** 

P_Measure <--- Lean_Accounting 1.127 .064 17.546 *** 

F_Benefit <--- Lean_Accounting 1.151 .068 16.905 *** 

VS_Mgmnt <--- Lean_Accounting 1.046 .066 15.801 *** 

Notes: *** indicates p-value significance at the 1% level, 5% level 

Table 4 presents the output generated for the effect of each component of the lean accounting construct. For 
each component of lean accounting constructs, the result shows that the components of eliminating 
transactions, performance measurement, financial benefits, and value stream management are statistically 
significant, which indicates that these components directly impact manufacturing performance, except value 
stream costing (p=0.378). Eliminating transactions (ELT) is statistically significant at the 0.01 level (p=0.002) 
(Stenzel, 2007; Yu-Lee, 2011). The finding verifies that implementing management accounting practices 
improved the workflow within manufacturing operations through waste elimination (Čiarnienė & 
Vienažindienė, 2012; Koskela, 2004; Maskell et al., 2017), thus fostering continuous improvement 
(BÜYÜKİPEKCİ, 2019; Kennedy et al., 2012; Maskell et al., 2017; Rabe et al., 2023) and improved company 
performance (Rabe et al., 2023). The result also shows that ELT is the most important factor of lean 
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accounting, with the highest estimate value score (β) of 0.19. As previously discussed, lean accounting 
supports the foundation of lean philosophy, which focuses on value creation through eliminating waste 
(Fullerton et al., 2013; Wilson, 1997; Womack et al., 1991; Womack & Jones, 1997, 2003). The component of 
value stream management (VSM) shows a statistically significant result at the 0.05 level (p = 0.017) (Malta & 
Cunha, 2011). This finding indicates that VSM is necessary to demonstrate improvements in the company’s 
performance (Maskell, 2006). The next component of lean accounting is financial benefit (FNB). The result 
shows that FNB has a statistical significance at the 0.10 level (p=0.078) and indicates that financial benefits 
directly impact manufacturing performance. The development of business planning from a lean perspective 
facilitates lean organizsation to visibly the improvement in operational, financial, and capacity changes of lean 
improvement through box scores, which outline the assessment of financial benefit derived from lean 
accounting transformation (Maskell & Baggaley, 2006). The component of performance measurement (PFM) 
shows a statistically significant result, the probability value is p=0.023, with significance at the 0.05 level. The 
result indicates that performance measurement of lean accounting has a direct impact on the effectiveness and 
efficiency of manufacturing operations. In line with the foundation of lean accounting on waste elimination, 
process simplification and providing real-time and actionable insight (Maskell, 2015; Maskell et al., 2017; 
Maskell & Baggaley, 2006), performance measurement guides lean organisations in aligning with business 
strategic objectives and goals performance (Maskell et al., 2017). Lastly, the component of lean accounting, 
value stream costing (VSC), shows insignificant results (p=0.378) with manufacturing performance. This 
finding indicates that VSC has indirect effects towards manufacturing performance. The finding of this 
research underscores that the component of value stream costing alone does not directly impact manufacturing 
performance. The components of lean accounting, ELT, PFM, FNB and VSM (Cunningham et al., 2011; 
Maskell, 2000, 2006; Maskell et al., 2017), show a direct and significant result toward a company’s 
performance. Therefore, the hypotheses developed (H1, H1a, H1c, H1d and H1e) are supported and H1b is not 
supported. Accordingly, this study confirmed that LAC has a significant impact on MFP (Ali et al., 2021; 
Fullerton et al., 2014; Teklay & Bobe, 2024) and the VSC component indirectly impacts company’s 
performance. 

Table 4: Testing the Causal Effect of Lean Accounting Constructs 

      Estimate S.E. C.R. P Result 

Manufacturing_Performance <--- VS_Mgmnt .153 .064 2.380 .017 Significant 

Manufacturing_Performance <--- F_Benefit .119 .067 1.761 .078 Significant 

Manufacturing_Performance <--- P_Measure .170 .075 2.272 .023 Significant 

Manufacturing_Performance <--- VS_Costing .061 .069 .882 .378 Not Significant 

Manufacturing_Performance <--- E_Transact .186 .059 3.149 .002 Significant 

Notes: *** indicates p-value significance at the 1% level, 5% level, 10% level 

CONCLUSION AND IMPLICATIONS 

Strategically aligning management accounting practices through the implementation of lean accounting is 
crucial for effective decision-making and enhancing company performance. As previously noted, the 
traditional accounting system focuses on minimising average product cost, which may lead to overproduction 
and inconsistent decisions with lean manufacturing objectives (Ali et al., 2021; Fullerton et al., 2014; Kennedy 
et al., 2012; Sitoresmi & Eksandy, 2018; Teklay & Bobe, 2024). Supported by previous studies on the 
significant influence of management accounting practices on organisational performance (Ali et al., 2021; 
Almusawi et al., 2019; Fullerton et al., 2014; Harris & Cassidy, 2013; Kennedy et al., 2012; Malik, 2016; 
Teklay & Bobe, 2024), the empirical evidence of this research confirms that the implementation of lean 
accounting within a manufacturing operation gives a positive effect on manufacturing performance. It is 
crucial to note that lean accounting is a critical factor in enhancing manufacturing performance. Lean 
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accounting provides simpler financial control and facilitates decisions that reduce inventory, optimise 
capacity, maximise customer value, and motivate continuous improvement (Fullerton et al., 2014; Maskell et 
al., 2017). This study provides empirical evidence that lean accounting can affect company’s performance of 
Malaysian manufacturing companies through more relevant, visual, and actionable information. Our findings 
support major studies in lean manufacturing and lean accounting research (Ali et al., 2021; Fullerton et al., 
2014; Kennedy et al., 2012; Mohd Fuzi et al., 2019; Valmohammadi & Dadashnejad, 2021). Lean accounting 
(LAC) measures, eliminating transaction (ELT), performance measurement (PFM), financial benefits (FNB) 
and value stream management (VSM) are directly related to operational performance and financial 
performance, which in turn ultimately positively related to manufacturing performance. ELT seeks to 
minimise non-value-added transactions, thereby optimising operations and enhancing efficiency. VSC 
emphasises the allocation of costs in accordance with value streams, as opposed to traditional accounting 
system, thereby providing a more precise representation of production efficiency. The findings support the 
notion that lean thinking is a holistic business strategy and suggest that the operations management must 
partner with accounting personnel to ensure strategic integration of lean accounting into the lean culture 
(Fullerton et al., 2014). It is important to note that the role of management accounting in global manufacturing 
companies is essential to comprehend the accounting, control and measurement while adhering to accounting 
principles (Maskell, 2009; Teklay & Bobe, 2024). This study also confirms and aligns with the foundation of 
lean principles, as ELT appears to be the key success factor of lean implementation. PFM entails the 
monitoring of essential performance indicators to guarantee consistency with lean manufacturing objectives. 
FNB reflects the economic benefits derived from lean accounting transformation and VSM verifies the 
importance of resource management within value streams to optimise flow and improve decision-making 
processes. This results in lean manufacturing processes by effectively improving resource allocation, effective 
cost management, and increased productivity, thereby contributing to superior manufacturing performance 
thereby promoting sustainable manufacturing industries in Malaysia. This study confirms that lean accounting 
measures are essential for the sustainability of manufacturing companies. The findings theoretically enhance 
the existing literature on lean management accounting practices and provide substantial value to the 
manufacturing sector and stakeholders engaged in the manufacturing environment. 

RECOMMENDATION FOR FUTURE RESEARCH 

This study investigates the different components of lean accounting that could motivate manufacturing 
companies to undertake significant modifications to their current accounting systems in alignment with lean 
manufacturing objectives. Comprehensive case studies are essential for the precise identification of these 
components and characteristics. Comprehensive longitudinal analyses would be beneficial for assessing the 
effectiveness of transformation in lean management accounting practices. Lean foundation is a holistic 
business strategy that should be integrated into other aspects of an organizsation, such as human resources and 
information technology. The collaboration between accounting and operations researchers in interdisciplinary 
research has the potential to yield significant benefits, offering additional evidence and deeper insights into the 
advantages of an integrated strategy. 

ACKNOWLEDGEMENT 

The researcher appreciates and thanks the Ministry of Higher Education (MOHE) Malaysia for financially 
supporting this research under the Fundamental Research Grant Scheme (FRGS), project code 
FRGS/1/2019/SS08/UNITEN/03/1. 

REFERENCES 

1. Acuña, E., & Rodriguez, C. (2004). The Treatment of Missing Values and its Effect on Classifier 
Accuracy. In Classification, Clustering, and Data Mining Applications (pp. 639–647). Springer Berlin 
Heidelberg. https://doi.org/10.1007/978-3-642-17103-1_60 



ICAME 2024 | International Journal of Research and Innovation in Social Science (IJRISS) 

ISSN: 2454-6186 | DOI: 10.47772/IJRISS  

 Special Issue |Volume VIII Issue XIX December 2024 

Page 213 
http://rsisinternational.org/ICAME-2024 

 
 

 

2. Afthanorhan, A., Awang, Z., & Aimran, N. (2020). An extensive comparison of cb-sem and pls-sem for 
reliability and validity. International Journal of Data and Network Science, 4(4), 357–364. 
https://doi.org/10.5267/j.ijdns.2020.9.003 

3. Ali, S. B., Khan, Z. S., Shah, Z. A., & Ahmad, M. (2021). Lean Accounting System: Importance and 
Successful Implementation. Journal of Contemporary Issues in Business and Government, 27(3). 
https://doi.org/10.47750/cibg.2021.27.03.293 

4. Almusawi, E., Almagtome, A., & Shaker, A. S. (2019). Impact of lean accounting information on the 
financial performance of the healthcare institutions: A case study. Journal of Engineering and Applied 
Sciences, 14(2), 589–599. https://doi.org/10.3923/jeasci.2019.589.599 

5. Alves, R. F., Vieira Neto, J., de Mattos Nascimento, D. L., de Andrade, F. E., Tortorella, G. L., & 
Garza-Reyes, J. A. (2022). Lean accounting: a structured literature review. TQM Journal, 34(6), 1547–
1571. https://doi.org/10.1108/TQM-06-2021-0185 

6. Asnawi, A. A., Awang, Z., Afthanorhan, A., Mohamad, M., & Karim, F. (2019). The influence of 
hospital image and service quality on patients’ satisfaction and loyalty. Management Science Letters, 
9(6), 911–920. https://doi.org/10.5267/j.msl.2019.2.011 

7. Awang, Z. (2015). SEM MADE SIMPLE: A Gentle to Learning Structural Equation Modelling. MPWS 
Rich Publication Sdn. Bhd. 

8. Awang, Z., Afthanorhan, A., & Mamat, M. (2016). The Likert scale analysis using parametric based 
Structural Equation Modeling (SEM). Computational Methods in Social Sciences, 4(1), 13–21. 
https://doi.org/10.5281/zenodo.1299429 

9. Bhasin, S., & Found, P. (2021). Sustaining the lean ideology. Management Decision, 59(3), 568–585. 
https://doi.org/10.1108/MD-09-2019-1254 

10. BÜYÜKİPEKCİ, S. (2019). Lean accounting and value flow costing system in lean manufacturing 
companies. In Turgut Çürük (Ed.), Finance and Accounting I (pp. 175–189). Academician Publishing 
House Inc. https://www.researchgate.net/publication/331833724%0AFinance 

11. Čiarnienė, R., & Vienažindienė, M. (2012). Lean Manufacturing: Theory and Practice. Economics and 
Management, 17(2), 726–732. https://doi.org/10.5755/j01.em.17.2.2205 

12. Cunningham, J. E., Fiume, O. J., & Adams, E. (2011). Real numbers: Management accounting in a lean 
organization. In Managing Times Press. Managing Times Press, Durham, NC. 

13. DeBusk, G. K. (2015). Use lean accounting to add value to the organization. Journal of Corporate 
Accounting & Finance, 23(3), 29–35. https://doi.org/10.1002/jcaf.22047 

14. Dieste, M., Panizzolo, R., & Garza-Reyes, J. A. (2021). A systematic literature review regarding the 
influence of lean manufacturing on firms’ financial performance. In Journal of Manufacturing 
Technology Management (Vol. 32, Issue 9, pp. 101–121). Emerald Group Holdings Ltd. 
https://doi.org/10.1108/JMTM-08-2020-0304 

15. Elbert, M. (2012). Lean accounting. Lean Production for the Small Company, 231–244. 
https://doi.org/10.1201/b12358-17 

16. Fullerton, R. R., Kennedy, F. A., & Widener, S. K. (2013). Management accounting and control 
practices in a lean manufacturing environment. Accounting, Organizations and Society, 38(1), 50–71. 
https://doi.org/10.1016/j.aos.2012.10.001 

17. Fullerton, R. R., Kennedy, F. A., & Widener, S. K. (2014). Lean manufacturing and firm performance: 
The incremental contribution of lean management accounting practices. Journal of Operations 
Management, 32(7–8), 414–428. https://doi.org/10.1016/j.jom.2014.09.002 

18. Habidin, N. F., Mohd Yusof, S., Mohd Fuzi, N., Nurul Fadly, H., Yusof, S. M., & Nursyazwani Mohd 
Fuzi. (2016). Lean Six Sigma, strategic control systems, and organizational performance for automotive 
suppliers. International Journal of Lean Six Sigma, 7(2), 110–135. https://doi.org/10.1108/IJLSS-04-
2015-0013 

19. Hamid, M. A., & Habidin, N. F. (2023). Quantitative Analysis of Six Sigma, Lean, Lean Six Sigma and 
Lean Accounting. European Proceedings of Finance and Economics, 165–175. 
https://doi.org/10.15405/epfe.23081.14 



ICAME 2024 | International Journal of Research and Innovation in Social Science (IJRISS) 

ISSN: 2454-6186 | DOI: 10.47772/IJRISS  

 Special Issue |Volume VIII Issue XIX December 2024 

Page 214 
http://rsisinternational.org/ICAME-2024 

 
 

 

20. Harris, D., & Cassidy, J. (2013). The adoption of lean operations and lean accounting on the profitability 
and cash flows of publicly traded companies. Advances in Management Accounting, 22, 71–96. 
https://doi.org/10.1108/S1474-7871(2013)0000022009 

21. Hines, P., Taylor, D., & Walsh, A. (2020). The Lean journey: have we got it wrong? Total Quality 
Management and Business Excellence, 31(3–4), 389–406. 
https://doi.org/10.1080/14783363.2018.1429258 

22. Kamble, S. S., Gunasekaran, A., & Dhone, N. C. (2020). Industry 4.0 and lean manufacturing practices 
for sustainable organisational performance in Indian manufacturing companies. International Journal of 
Production Research, 58(5), 1319–1337. https://doi.org/10.1080/00207543.2019.1630772 

23. Kennedy, F. A., Widener, S. K., & Fullerton, R. (2012). Accounting for a Lean Environment. SSRN 
Electronic Journal. https://doi.org/10.2139/ssrn.1659386 

24. Kline, R. B. (2016). Principles and Practice of Structural Equation Modeling (Fourth Edi). The 
Guilford Press New York London. 

25. Kocamiş, T. U. (2015). Lean accounting method for reduction in production costs in companies. 
International Journal of Business and Social Science, 6(9), 6–13. 
https://www.researchgate.net/publication/321826547%0ALean 

26. KORKUT ALTUNA, O., & ARSLAN, F. M. (2016). Impact of the Number of Scale Points on Data 
Characteristics and Respondents’ Evaluations: An Experimental Design Approach Using 5-Point and 7-
Point Likert-type Scales. İstanbul Üniversitesi Siyasal Bilgiler Fakültesi Dergisi, 55, 1–20. 
https://doi.org/10.17124/iusiyasal.320009 

27. Koskela, L. (2004). Moving-on — Beyond lean thinking. Lean Construction Journal, 1(1), 24–37. 
28. Lee, M. C., & Chang, T. (2010). Developing a lean design for Six Sigma through supply chain 

methodology. International Journal of Productivity and Quality Management, 6(4), 407–434. 
https://doi.org/10.1504/IJPQM.2010.035891 

29. Liu, F., Yu, Y., Fang, Y., Zhu, M., Shi, Y., & Xiao, S. (Simon). (2024). Lean strategy in SMEs: 
Inventory leanness, operational leanness, and financial performance. Asian Journal of Shipping and 
Logistics, 40(2), 109–117. https://doi.org/10.1016/j.ajsl.2024.02.003 

30. Malik, S. M. (2016). An empirical study of lean accounting variable in the context of manufacturing & 
non- manufacturing sectors of India for its growth and future aspects: An ardle approach. Journal of 
Intelectual Studies & Theories, 2(Jul-Dec 2016), 328–359. 

31. Malta, J., & Cunha, P. F. (2011). A new approach for cost modelling and performance evaluation within 
operations planning. CIRP Journal of Manufacturing Science and Technology, 4(3), 234–242. 
https://doi.org/10.1016/j.cirpj.2011.07.001 

32. Maskell, B. H. (2000). Lean accounting for lean manufacturers. Manufacturing Engineering, 125(6), 
46–50, 52. 

33. Maskell, B. H. (2006). Solving the standard cost problem. Journal of Cost Management, 20(1), 27–35. 
34. Maskell, B. H. (2009). MAKING the NUMBERS COUNT: The Accountant as Change Agent on the 

World Class Team (Second Edi). Productivity Press. 
35. Maskell, B. H. (2015). Metrics that matter. 
36. Maskell, B. H., & Baggaley, B. L. (2006). Lean accounting: What’s it all about? Association for 

Manufacturing Excellence: Target Magazine. 
37. Maskell, B. H., Baggaley, B. L., & Grasso, L. (2017). Practical lean accounting: A proven system for 

measuring and managing the lean enterprise. In Taylor & Francis Group. 
https://doi.org/10.1201/b11454 

38. Maskell, B. H., & Kennedy, F. A. (2007). Why do we need lean accounting and how does it work? 
Journal of Corporate Accounting & Finance. https://doi.org/10.1002/jcaf.20293 

39. Mohd Fuzi, N., Habidin, N. F., Janudin, S. E., Ong, S. Y. Y., & Ku Bahador, K. M. (2019). 
Environmental management accounting practices and organizational performance: the mediating effect 
of information system. Measuring Business Excellence, 23(4), 411–425. https://doi.org/10.1108/MBE-
12-2018-0109 



ICAME 2024 | International Journal of Research and Innovation in Social Science (IJRISS) 

ISSN: 2454-6186 | DOI: 10.47772/IJRISS  

 Special Issue |Volume VIII Issue XIX December 2024 

Page 215 
http://rsisinternational.org/ICAME-2024 

 
 

 

40. Netland, T. H., Schloetzer, J. D., & Ferdows, K. (2021). Learning lean: rhythm of production and the 
pace of lean implementation. International Journal of Operations and Production Management, 41(2), 
131–156. https://doi.org/10.1108/IJOPM-02-2020-0092 

41. Osman, A. A., Othman, A. A., & Abdul Rahim, M. K. I. (2020). Lean Manufacturing Adoption in 
Malaysia: a Systematic Literature Review. International Journal of Supply Chain, Operation 
Management and Logistics, 1(1), 01–35. https://doi.org/10.35631/ijscol.11001 

42. Rabe, M., Chudy-Laskowska, K., Widera, K., Norek, T., Bartkowiak, A., Łopatka, A., & Magdziarczyk, 
M. (2023). Lean management accounting, elimination of waste in the company. Journal of Sustainable 
Development of Transport and Logistics, 8(2), 184–194. https://doi.org/10.14254/jsdtl.2023.8-2.13 

43. Rosa, A. C. R., & Machado, M. J. C. V. (2013). Lean accounting: Accounting contribution for lean 
management philosophy. Book of Proceedings – Tourism and Management Studies International 
Conference Algarve, 3(0), 886–895. http://tmstudies.net/index.php/ectms/article/view/474/830 

44. Ruiz-De-Arbulo-Lopez, P., Fortuny-Santos, J., & Cuatrecasas-Arbós, L. (2013). Lean manufacturing: 
Costing the value stream. Industrial Management and Data Systems, 113(5), 647–668. 
https://doi.org/10.1108/02635571311324124 

45. Shokri, A. (2017). Quantitative analysis of Six Sigma, Lean and Lean Six Sigma research publications 
in last two decades. International Journal of Quality and Reliability Management, 34(5), 598–625. 
https://doi.org/10.1108/IJQRM-07-2015-0096 

46. Sitoresmi, M. W., & Eksandy, A. (2018). A manufacturing industry framework that has implications for 
the lean accounting. Economics and Accounting Journal, 1(3), 166–175. 
https://doi.org/10.32493/eaj.v1i3.y2018.p166-175 

47. Stenzel, J. (2007). Lean accounting : Best practices for sustainable integration. In Lean Accounting. John 
Wiley & Sons, Inc., Hoboken, New Jersey. https://doi.org/10.1002/9781119196808 

48. Teklay, B., & Bobe, B. J. (2024). Quality management adoption and management accounting change in 
a sub-Saharan African firm. Accounting, Auditing and Accountability Journal, 37(3), 713–742. 
https://doi.org/10.1108/AAAJ-03-2021-5212 

49. Tillema, S., & Van der Steen, M. (2015). Co-existing concepts of management control. The containment 
of tensions due to the implementation of lean production. Management Accounting Research, 27, 67–83. 
https://doi.org/10.1016/j.mar.2015.01.002 

50. Valmohammadi, C., & Dadashnejad, A. A. (2021). Value stream mapping implementation: An 
operational view. International Journal of Productivity and Quality Management, 32(3), 307–326. 
https://doi.org/10.1504/IJPQM.2021.113612 

51. Vesty, G., Kokshagina, O., Jansson, M., Cheong, F., & Butler-Henderson, K. (2023). Accounting, 
valuing and investing in health care: dealing with outdated accounting models. Meditari Accountancy 
Research, 31(1), 52–77. https://doi.org/10.1108/MEDAR-06-2021-1334 

52. Wilson, J. (1997). Elements of the system dynamics method. Journal of the Operational Research 
Society, 48, 1144–1150. https://doi.org/10.1057/palgrave.jors.2600967 

53. Womack, J. P., & Jones, D. T. (1997). Lean Thinking—Banish Waste and Create Wealth in your 
Corporation. Journal of the Operational Research Society, 48(11), 1148–1148. 
https://doi.org/10.1057/palgrave.jors.2600967 

54. Womack, J. P., & Jones, D. T. (2003). Lean Thinking—Banish Waste and Create Wealth in your 
Corporation (Second Edi, Vol. 48, Issue 11). New York, NY: Free Press. https://doi.org/- 

55. Womack, J. P., & Jones, D. T. (2005). Lean consumption. Manufacturing Engineer, 84(4), 5–5. 
https://doi.org/10.1049/me:20050411 

56. Womack, J. P., Jones, D. T., & Roos, D. (1991). The Machine that changed the world: based on the 
Massachusetts Institute of Technology 5-million-dollar 5-year study on the future of the automobile. 
Choice Reviews Online, 28(08), 28-4589-28–4589. https://doi.org/10.5860/CHOICE.28-4589 

57. Womack, J. P., Jones, D. T., & Roos, D. (2007). The machine that changed the world: The Story of Lean 
Production- Toyota’s Secret Weapon in the Global Car Wars That Is Now Revolutionizing World 
Industry (2007 Ed.). Free Press. 



ICAME 2024 | International Journal of Research and Innovation in Social Science (IJRISS) 

ISSN: 2454-6186 | DOI: 10.47772/IJRISS  

 Special Issue |Volume VIII Issue XIX December 2024 

Page 216 
http://rsisinternational.org/ICAME-2024 

 
 

 

58. Yu-Lee, R. T. (2011). Proper lean accounting. Industrial Engineer. 
59. Yusof, Y., Awang, Z., Jusoff, K., & Ibrahim, Y. (2017). The influence of green practices by non-green 

hotels on customer satisfaction and loyalty in hotel and tourism industry. International Journal of Green 
Economics, 11(1), 1–14. 


