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Abstract 

The article presents a way of organizing the management accounting and the calculation of costs for the 
companies whose management is based on Lean thinking. It is presented an adaptation of the Romanian General Chart 
of Accounts to the specifics of Lean accounting but also the mode of operation of accounts used in illustrating the 
economic-financial operations. Also, the article presents the methodological stages regarding the management 
accounting and the calculation of costs within a company that uses Lean accounting. 
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1.Introduction 

 

The technological advance, the new production systems and the change of the mentality of producers and 

consumers are only a few arguments for aligning the accounting to the current development requirements. 

The aim of the information provided by the management accounting has to be their value increase for the 

manager so that he knows not only the cost but also the possibilities to improve it. 

One of the disadvantages of traditional accounting is the fact that it provides data which is most of the times 

complicated, late and sometimes even erroneous; transforming this data into information depends on the manager’s 

knowledge, ability and intuition. Lean accounting eliminates most of the drawbacks of other accounting systems by 

providing information which is easy to understand, clear, simple and usable in a proactive way within the decision-

making process. 

Because the use of Lean accounting has significantly increased within the large international companies, due to 

its numerous advantages, the aim of the article is to propose a method of adapting the Romanian General Chart of 

Accounts, for the Management Accounting, to the specifics of Lean Accounting, taking into consideration the 

principles and instruments of Lean philosophy. 

The regulation on the application of Accounting Law specifies that "each entity has the freedom to organize the 
management accounting the way it pleases, depending on its peculiarity and its needs"[9]. So, the management 

accounting is mandatory but it is an accounting of the management and its organization has to be adapted to the 

philosophy implemented within the entity. Within a company that has implemented lean thinking it is mandatory that 

its activities are based on this type of thinking, including the accounting activity because all these activities interact and 

influence each other. 

Order 1826/2003 in chapter General provisions regarding the management accounting specifies that “the 
management accounting is to be organized … either by using specific accounts, either by developing the accounts from 
financial accounting, either with the help of own technical-operative” [10]. We chose the presentation of lean 

accounting by using specific accounts because of the possibility to follow the operational process within the entity [3]. 

 
2.Literature review 

 

In the last years of research lean got more and more popular. If ten years ago the researchers were preoccupied 

with the lean production system, now the emphasis is put on implementing lean thinking within the accounting activity 

of entities.  

The advantages of implementing lean within an entity are presented in numerous specialized works [7].  

The central elements of lean philosophy are loss elimination and producing only the demanded quantity of 

products. Among others, the implementation of lean accounting involves working on lots, in small quantities, the 

reduction of stocks to the minimum possible, using systems that allow quick production change, on-time delivery of 

raw materials by the suppliers and lead time reduction.   
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As results obtained by the entities that implemented lean production system, Godinez and Hernández mention: 

annual productivity growth between 15%-35%, a reduction of over 75% of waiting time, annual reduction of over 20% 

of defects, the reduction of stocks of over 75% and the reduction of work space by 25%-50% [4]. 

Lean accounting involves a new way to remove loss within an entity, contributing this way to its adaptation to 

market demand. Lean accounting also involves applying lean principles within the accounting activity of the entity [1]. 

The lean principles named by Womack and Jones (2003) are: value creation, value stream analysis, flow, pull, 

perfection [8]. 

Because of the fact that financial accounting has strict and exact rules that can not be simplified, lean 

accounting refers mainly to management accounting [5]. The lean accounting principles named by McVay, Kennedy 

and Fullerton are: value streams, flow and pull, customer value, employee empowerment, continuous improvement [6]. 

Lean accounting measures the monetary impact of the projects of continuous improvement within the entity [2]. The 

main advantage of lean accounting is that it generates valuable information by using indicators with the help of which it 

is identified the impact of achieved improvements over entity’s results [7]. 
 
3.Adapting the management accounting to lean accounting demands 

 

Analyzing the specifics of lean accounting, the chart of accounts proposed for the management accounting will 

have the following structure: 

Class 9 of accounts will be structured in four groups: 90 “Internal transactions”, 92 “Cost accounts”, 93 

“Production cost” and 94 “Result accounts”. 

Group 90 “Internal transactions” includes the following accounts: 901 “Internal transactions related to 

expenses”, 902 “Internal transactions related to costs of conversion”, 903 “Internal transactions related to price 

differences”, 904 “Internal transactions related to turnover”. 

Group 92 “Cost accounts”, includes the following accounts: 921 “Cost of value stream”: 921.1 “Cost of 

material and raw materials”, 921.2 “Conversion cost”, 921.21 “Wages cost”, 921.22 “Equipment cost”, 921.23 “Other 

costs of value stream”, 921.24 “Costs outside the production process”; 922 “Costs related to auxiliary activities” ; 923 

“Production overheads ”; 924 “Administrative overheads”; 925 “Distribution costs”. 

Group 93 “Production cost” includes: 931 “Cost of production obtained”. 

Group 94 “Result accounts” includes: 941 “The result of value stream”. 

Account 901 “Internal transactions related to expenses” makes the interface between the financial accounting 

and management accounting and it is used for registering the internal discounts regarding the expenses of main and 

auxiliary activity, indirect production expenses, general administration expenses but also the sales expenses on one 

hand, and on the other hand to reflect the effective cost of the production obtained. In terms of accounting function it is 

a bi-functional account but works as a passive account. It is credited, during the month, through the flow of 

accounts 921 “Cost of value stream”, 922 “Costs related to auxiliary activities ” ; 923 “Production overheads ”; 924 

“Administrative overheads”; 925 “Distribution costs” by the discount of operating expenses on different destinations 

depending on the possibilities to identify them within the value stream. It is charged at the end of the month by 

crediting the account 931 “Cost of production obtained” with the effective cost of obtained production, and after that it 

is balanced. 

Account 902 “Internal transactions related to costs of conversion” is used for registering the target cost of 

production obtained during the month, on one hand, and on the other hand to discount, at the end of the month, the 

effective cost of the same production obtained. So, its aim is to establish the differences between the target cost and 

effective cost of the obtained production. If the account balance is positive, then the difference is favorable and if the 

balance is negative, then the difference is unfavorable. Regardless of its balance, this account is closed at the end of the 

month through account 903 “Internal transactions related to price differences”. In terms of accounting function it is a 

bi-functional account. It is credited, at the beginning of the month, with the target cost of production predicted within 

the value stream, through the debit of account 931 “Cost of production obtained”. It is debited, at the end of the month, 

with the effective cost of the production, trough the credit of account 921 “Cost of value stream”.  

Account 903 “Internal transactions related to price differences” is used to register, at the end of the month, the 

differences between the target cost and the effective cost of production obtained within the value stream. In terms of 

accounting function it is an active account and functions only at the end of the month. It is debited through the credit of 

account 902 “Internal transactions related to costs of conversion”. It is credited trough the debit of account 931 “Cost of 

production obtained” when the differences on the cost of production obtained is discounted. As a result, at the end of 

the month it doesn’t show balance. 

Account 904 “Internal transactions related to turnover” it is used to register the predicted turnover to be 

achieved within the value stream and the result of production predicted at the beginning of the month, on one hand, and 

on the other hand for the settlement at the end of the month, of the target cost of the same predicted production. In 

terms of accounting function it is a bi-functional account. It is credited, at the beginning of the month, with the target 

profit margin corresponding to predicted production to be achieved within the value stream, trough the debit of 
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account 941 “The result of value stream”. It is debited at the beginning of the month with the turnover to be achieved 

within the value stream, through the credit of account 941 “The result of value stream”. It doesn’t show balance. 

Account 921 “Cost of value stream” is used to register the expenses of the value stream. In terms of accounting 

function it is an active account. It is debited, during the month, when the expenses directly related to value stream are 

collected, through the credit of account 901 “Internal transactions related to expenses”, and at the end of the month, 

with indirect expenses related to value stream through the accounts 923 “Production overheads ”, 924 “Administrative 

overheads” and 925 “Distribution costs”. It is credited at the end of the month with the effective cost of production 

obtained within the value stream, and after that it is balanced. 

Account 923 “Production overheads” is used to register the indirect costs of production that can not be directly 

connected to value stream. In terms of accounting function it is an active account. It is debited, during the month, when 

the indirect costs of production are collected, through the credit of account 901 “Internal transactions related to 

expenses”. It is credited at the end of the month when the indirect costs are assigned to value stream cost, through the 

credit of account 921 “Cost of value stream”; after that it is balanced.  

Account 924 “Administrative overheads” is used to register the administrative overheads of the entity. In terms 

of accounting function it is an active account. It is debited during the month when the entity’s administrative overheads 

are collected, through the credit of account 901 “Internal transactions related to expenses”. It is credited at the end of 

the month when the administrative overheads are assigned to value stream cost, through the credit of account 921 “Cost 

of value stream”; after that it is balanced. 

Account 925 “Distribution costs” it is used to register the expenses connected to the distribution of 

manufactured products within the value stream. In terms of accounting function it is an active account. It is debited 

during the month, when collecting the distribution costs, through the credit of account 901 “Internal transactions related 

to expenses”. It is credited at the end of the month when the distribution costs are assigned to value stream costs, 

through the credit of account 921 “Cost of value stream”; after that it is balanced. 

Account 931 “Cost of production obtained” registers the production obtained within the value stream, being 

used to transit the target cost of the production obtained towards its effective cost. In terms of accounting function it is 

an active account. It is debited during the month with the target cost of production obtained within the value stream, 

through the credit of account 902 “Internal transactions related to costs of conversion”. It is credited at the end of the 

month with the effective cost of the production obtained within the value stream, through the debit of account 901 

“Internal transactions related to expenses”. This account is closed at the end of the month through account 903 

“Internal transactions related to price differences” and after that it is balanced.  

Account 941 “The result of value stream” it is used to register the predicted result to be achieved within the 

value stream. In terms of accounting function it is a bi-functional account. It is debited at the beginning of the month 

with the target profit margin corresponding to the predicted production to be achieved within the value stream, through 

the credit of account 904 “Internal transactions related to turnover” and at the end of the month with the target cost of 

predicted production, through the credit of account 904 “Internal transactions related to turnover”. It is credited at the 

beginning of the month with the predicted turnover to be achieved within the value stream, through the debit of 

account 904 “Internal transactions related to turnover”; it doesn’t show sold. 

Taking into consideration the chart of accounts proposed, the mode of operation and the correspondence of 

management accounts adapted to lean accounting are presented as it follows:  

1. Registration of predicted production to the target selling price: 

904 Internal transactions related to turnover             =     941 The result of value stream                                            
 

2. Registration of target profit margin: 

941 The result of value stream                                    =     904 Internal transactions related to turnover      
 

3. Registration of expenses directly assigned to value stream: 

921 Cost of value stream                                             =     901 Internal transactions related to expenses    
  921.1 Cost of material and raw materials                                                                                                      
  921.2 Conversion cost                                                                                                                               
    921.21 Wages cost 

    921.22 Equipment cost 

    921.23 Other costs of value stream 

    921.24 Costs outside the production process 

               
               

 

4. Registration, if the case, of expenses of auxiliary activities: 

922 Costs related to auxiliary activities                      =    901 Internal transactions related to expenses      
 

5. Registration of production costs, unassigned directly to value stream: 

923 Production overheads                                          =     901 Internal transactions related to expenses          
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6. Registration of administrative overheads: 

924 Administrative overheads                                      =     901 Internal transactions related to expenses                 
 

7. Registration of distribution costs: 

925 Distribution costs                                                   =     901 Internal transactions related to expenses               
 

8. Settlement of  mutual consumption between auxiliary sections: 

922.1 Costs of auxiliary activities                                =     922.2 Costs of auxiliary activities              
 

9. Allocation of costs related to auxiliary activities depending on the destination: 

                               %                                                    =     922 Costs related to auxiliary activities           
923 Production overheads                                                                                                              
924 Administrative overheads 

925 Distribution costs 

     
   
      
      

 

10. Allocation of indirect costs to value stream: 

921 Cost of value stream                                              =     923 Production overheads      
  921.1 Cost of material and raw materials                                                                                                      
  921.2 Conversion cost                                                                                                                               
    921.21 Wages cost 

    921.22 Equipment cost 

    921.23 Other costs of value stream 

    921.24 Costs outside the production process 

    
               
               
               

 

11. Allocation of the administrative overheads to the value stream: 

921  Cost of value stream                                             =     924 Administrative overheads      
  921.1 Cost of material and raw materials                                                                                                   
  921.2 Conversion cost                                                                                                                               
    921.21 Wages cost 

    921.22 Equipment cost 

    921.23 Other costs of value stream 

    921.24 Costs outside the production process 

     
              
             
              

 

12. Allocation of the distribution costs to the value stream: 

921 Cost of value stream                                              =     925 Distribution costs       
  921.1 Cost of material and raw materials                                                                                                   
  921.2 Conversion cost                                                                                                                               
    921.21 Wages cost 

    921.22 Equipment cost 

    921.23 Other costs of value stream 

    921.24 Costs outside the production process 

    
             
             
             

 

13. Registration of the target cost for the value stream: 

931 Cost of production obtained                                  =     902 Internal transactions related to costs of conversion    
 

14. Registration  of commercial complete effective cost of finished production obtained in value stream: 

902 Internal transactions related to costs of conversion        =     921 Cost of value stream                                  
 

15. Registration of differences between the target cost and the commercial complete effective cost of the finished 

production obtained: 

- favorable differences : 

902 Internal transactions related to costs of conversion     = 903 Internal transactions related to price differences   

- unfavorable differences: 

903 Internal transactions related to price differences     = 902 Internal transactions related to costs of conversion   
 

16. The distribution of price differences over the production obtained: 

- favorable differences: 
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903 Internal transactions related to price differences        = 931 Cost of production obtained                                      

- unfavorable differences: 

931 Cost of production obtained                                       = 903 Internal transactions related to price differences       
 

17. Settlement of target cost of predicted production: 

941 The result of value stream                                          = 904 Internal transactions related to turnover                    
 

18. Closing of cost accounts: 

901 Internal transactions related to expenses                  = 931 Cost of production obtained                                 

 

4.Conclusions 
 

The management accounting has to have at its basis the clients’ demands and the predicted production to 

be achieved starting from the clients’ demands taking into account the negotiated and accepted price. This 

information has to be seen in the management accounting just to be able to make a comparison between the 

starting point and the arrival point, between what was predicted (based on effective demands) and what was 

achieved. This comparison is even more necessary in the case of a lean entity, taking into account the fact that 

lean philosophy requires that the manufacture of products in made in „pull” system, meaning that products are 

manufactured only after there is an effective order for those products. So, any deviation between the predicted 

and achieved reports an important misconduct within the entity. The causes of these deviations have to be 

investigated and eliminated as soon as possible.  

The management accounting has to answer the type of questions “How would it be if?”. This can be done 

only if it provides complete, correct and timely information.  Lean accounting has the advantage to provide 

information proactively; this information is simple, easy to understand by the managers even if they don’t have 

economic knowledge; the information is not simplistic but covers a very large area.  

The management accounting is limitless and it covers the economic activities but also the way they are 

presented, and from here we have a multitude of possibilities and options. That is why, taking into consideration 

the Lean Accounting particularities, it is needed a new Chart of Accounts for Management Accounting which to 

answer the possibilities offered by this new accounting model for the entities that have implemented lean 

philosophy to all levels. 
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