CONTENTS

Foreword xi
Introduction xvii
About the Contributing Authors XXix

Lean Essentials

1 LeaN DILEMMA: CHOOSE SYS1Em PRINCIPLES

OR MANAGEMENT ACCOUN NG CONTROLS—

NoTt BOoTH 3
H. Thomas Johnson
1.1 LEAN CURE: SYMPTON! VERSUS ROOT CAUSE 3
1.2 BUSINESS RESULTS. MECHANISM VERSUS LIFE SYSTEM 4
1.3 CONFUSION 2F LEVELS: LEAN PRACTICES VERSUS

TOYOTA PESULTS 6
1.4 MANAGEMENT ACCOUNTING CONTROL SYSTEMS

BLOC:” L=AN 7
1.5 LEAN. ACCOUNTING ANSWERS THE WRONG QUESTION 9
1.6 ANSWERS TO THE RIGHT QUESTION—FROM SHEWHART

AND DEMING TO TOYOTA 10
1.7 MANAGEMENT ACCOUNTING CONTROLS OR SYSTEM

PRINCIPLES: PICK ONE, NOT BOTH 12

1.8 EPILOGUE: LEAN AND THE QUESTION OF SUSTAINABILITY 13

LIMITED PRODUCTION PRINCIPLES:
RIGHT-SIZING FOR EFFECTIVE LEAN

OPERATIONS AND COST MANAGEMENT 17
Jim Huntzinger

2.1 LIMITED PRODUCTION VERSUS ECONOMIES OF SCALE 18
2.2 LEAN AND RIGHT-SIZING 21



vi
3
Part Il
4
5

Contents

2.3 RIGHT-DESIGNING FOR FLOW

2.4 ONE-PIECE FLOW

2.5 BEGINNING THE JOURNEY: EXECUTING RIGHT-DESIGN
2.6 RIGHT-DESIGNING COST MANAGEMENT

2.7 ALL PARTS AT EQUAL COST

2.8 THE JOURNEY TO THE PROMISED LAND—PERFECTION

2.9 WHAT THE CFO NEEDS TO UNDERSTAND AND
COMMUNICATE DURING A LEAN TRANSFORMATION

LEAN STRATEGY AND ACCOUNTING:
THE RoOLES OF THE CEO AND CFO

Orest Fiume

3.1 LEAN STRATEGY RESULTS

3.2 EASY TO AGREE WITH, HARD TO DO

3.3 WHAT DOES IT TAKE TO IMPLEMENT A LEAN STRATEGY?
3.4 THE ROLE OF THE CEO

3.5 LEAN AFFECTS ACCOUNTING

3.6 THE ROLE OF THE CFO

Performance Management

CREATING A Nt FRAMEWORK FOR

PERFORMANCE MEASUREMENT OF

LEAN SY2rEms

Bruce Baggaley

4.1 THE PROBLEMS WITH TRADITIONAL PERFORMANCE
MEASURES

4.2 SOLUTION TO THE PROBLEMS

4.3 A STARTER SET OF LEAN PERFORMANCE MEASUREMENTS

4.4 SUGGESTIONS FOR IMPLEMENTATION

MOTIVATING EMPLOYEE PERFORMANCE IN
LEAN ENVIRONMENTS: RESPECT, EMPOWER,
SUPPORT

Frances Kennedy and Peter Brewer

5.1 ENTERPRISE EXCELLENCE AND PEOPLE
5.2 INNOVATION AND PEOPLE

23
25
30
33
35
38

39

43

44
45
46
47
55
57

69

70
79
86
91

93

94
96



Part 11l

6

Contents vii

5.3 THE POWER OF RESPECT 99
5.4 TWO VIEWS OF PERFORMANCE MOTIVATION 101
5.5 EMPOWERMENT AND PERCEPTIONS 103
5.6 MANAGEMENT CONTROL SYSTEMS AND LEAN

REGULATORY SYSTEMS 108
5.7 SUPPORTING LEAN PERFORMANCE MEASUREMENT 111
5.8 ACCOUNTING, LEAN PERFORMANCE, AND THE

EMPOWERED WORKFORCE 113
5.9 SUPPORTING THE TRANSFORMATION TO LEAN 116

Lean Accountancy

ON TARGET: CUSTOMER-DRIVEN LFAN

MANAGEMENT 121
Dr. C. J. McNair, CMA

6.1 THE ECONOMICS OF THE CUSIOMER 122
6.2 COST: A CUSTOMER’S PERSP:CTIVE 123
6.3 CUSTOMER-DRIVEN LEA'"MANAGEMENT: AN EXAMPLE 125
6.4 VALUE SEGMENTATION 136
6.5 USING CUSTOMER PREFERENCES IN SEGMENTATION 141
6.6 PUTTING THE CTUSTOMER PERSPECTIVE INTO ACTION 146
6.7 BUILDING THE CUSTOMER IN: A SERVICE PERSPECTIVE 149
6.8 CLM:TH=: PATH FORWARD 150

VALUE STREAM COSTING: THE LEAN SOLUTION
TO STANDARD COSTING COMPLEXITY

AND WASTE 155
Brian Maskell and Nicholas Katko
7.1 THE PROBLEM WITH STANDARD COSTING 155
7.2 STANDARD COSTING IS ACTIVELY HARMFUL TO LEAN 157
7.3 VALUE STREAM COSTING 158
7.4 THE ADVANTAGES OF VALUE STREAM COSTING 163
7.5 CLOSING THE BOOKS 165
7.6 USING COST INFORMATION TO MANAGE THE

VALUE STREAM 166

7.7 BUSINESS DECISION MAKING USING VALUE STREAM
COSTING 168



viii

10

11

Contents

7.8 VALUING INVENTORY
7.9 CHAPTER SUMMARY

OBSTACLES TO LEAN ACCOUNTANCY
Lawrence Grasso

8.1 UNDERSTANDING LEAN AS A MANAGEMENT SYSTEM
8.2 CULTURAL COMPATIBILITY WITH LEAN MANAGEMENT

8.3 OBSTACLES TO ACCOUNTANTS CHANGING TO
LEAN ACCOUNTING

8.4 MAJOR DEVELOPMENTS IN MANAGEMENT ACCOUNTING
8.5 OVERCOMING THE OBSTACLES

LEAN APPLICATION IN ACCOUNTING
ENVIRONMENTS

Jean Cunningham

9.1 GOAL AND FOCUS AREAS

9.2 KAIZEN EVENTS IN BRIEF

9.3 HOW TO GET STARTED Ai'vU NtVER END
9.4 WHAT TO EXPECT

SARBANES AND -4 .N—ODD COMPANIONS
Fred Garbinski

10.1 OVERV!:=V/-OF SARBANES
10.2 Q1: 59W WE GOT TO WHERE WE ARE
10.3 Q2: WHERE CAN WE GO FROM HERE?

10.4 Q3: ARE THERE COMMON DENOMINATORS BETWEEN
SARBANES AND LEAN THAT CAN BE USED AS A
SPRINGBOARD FOR THE FUTURE?

10.5 EXAMPLES OF INTEGRATING LEAN WITH SARBANES
10.6 WHAT’S NEEDED TO INTEGRATE LEAN WITH SARBANES

THE NEED FOR A SYSTEMS APPROACH TO
ENHANCE AND SUSTAIN LEAN

David S. Cochran, PhD

11.1 INTRODUCTION TO COLLECTIVE SYSTEM DESIGN
11.2 ACCOUNTING FOR LEAN COMMUNICATIONS
11.3 THE JOURNEY TO ACCOUNTING FOR LEAN

173
176

177

180
181

185
194
202

209

210
211
213
234

237

238
240
243

246
258
260

263

263
265
266



Contents ix

11.4 OBSTACLES TO SUSTAINABLE LEAN 271

11.5 THE ESSENTIALS OF SYSTEMS DESIGN WHEN
ACCOUNTING FOR LEAN 295
Glossary 299

Index 305








