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ABSTRACT 

mcth d by K ·n 

approach · ad 

valuating the use of the various 

D r it's use. 

This study v as able to ascertain that the process is used by most companies 

but at arying degrees. 

The various approaches to its use were evaluated and the need to enhance 

the use of suppliers and other departments to increase the value added to the 

final product was realised. 

The study will enhance the importance of the use of the value analy i 

method a am ans to achie e optimal alue addition in an r ani ti n' 

p rati n . 



TABLE OF CONTENTS 

CHAPTER ONE: INTROD 10 NO BA KGROUND 

1 .1 Background . . . .. . .. . . . ... .................................... ................................... 1 

1.2 Statement of th Pr bl m ............. .............. ...................... ................. 2 

1.3 bjcctiv s of th · 'tu h ..................................................................... 3 

1.4 3 

II PTI•.R TW R VIEW 

2.1 etween alue Analysis, BRE & BPR .... ............ ...... .. ... 4 

2.2 Wh' w1dertake a alue Analysis Study ........................................... . 

2. Prerequi ite to a Value Analysis Study ......................................... .. 

2.4 Value Anal sis Tools ....................................................................... . 

-.5 Results of Value Analysis Activities ................................................ . 

2.6 Application of Value Analysis Procedures ...................................... . 

CHAPTER THREE:RESEARCH DESIGN 

3.1 Population of the Study .................................................................... . 

3.2 Data Description and Collection ...................................................... . 

3.3 Data Analysis ................................................................................... . 

CHAPTER FOUR: DATA ANALYSIS AND FI DI G 

4.0 Data Anal sis and Findings ............................................................ .. 

4.1 

4.2 

H 

- .1.1 

5.1.2 

. 2.1 

.2.2 

se of Value Analysis ................. ...... ........... ....... .. .......... ... ............. .. 

1 ................................................................................ .. 

D 

naly i, ............................................. .. 

a t r nal · ·i .................................................. .. 

tudy .................................................................... . 

ion fi r further R c.: r h ...................................................... .. 

5 

6 

9 

15 

18 

20 

20 

21 

22 

22 

37 

4 

4 

47 

I II,, ........... ........... ........ .. ........... ... ..................... .. . ....... ..... .. ... ~' 

pp 

\11 L 

P II I IR Hl 10 I ' II 



CHAPTER ONE 

1.0 INTRODUCTIO 

p ruti nul d ci i n are some of the most important decisions that managers 

hnv make on behalf of their companies. These decisions touch on the 

protitabilit) of the firm as they determine the level of costs incurred which in turn 

affects the pricing and quality of the product produced. The decisions made will 

have a bearing on the level of customer satisfaction which is a key component of 

the goal tm: ards profitability. (Reider, 1995). 

Operation managers are thus expected to make key decisions in regards to their 

operations, value analysis technique can assist managers to make this key 

decisions. 

This is a powerful creative, value-based decision making process that is used by 

organizations to save costs and increase profits. The techniques of value analy is 

represent a potentially powerful set of tools which can be used b management in 

controlling material costs Burt 1 96 . In a manufacturing set-up, the 

fundamental objective of all value analysis acti ities is the procur ment or 

materials r presenting the "be t buy" in t rrns of th function t be perform d. 

lu n I is wa de ·elop d and populari by man gement 

th I 70' a ) of r du in o ·erhe d o t 
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np( rt, 1 t ( ~ . 
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Initially value analysis was concentrated in the manufacturing sector where 

production is the main activity; over the years it has been adopted in the service 

industry to eliminate unn 

trading results . 

... , cs hence a reduction in costs and better 

Martin (1 < 97 und Ill l k u tud on the application of the value analysis method 

·e · in the US, which concluded that the method can be 

u 't.:d in ·uch r ce e which before was seen only to be applicable in 

mtU1ufacturing ectors. 

1.2 ST TEl\tiENT OF THE PROBLEM 

In Kenya, value analysis method is a technique that is relatively a new 

phenomenon, even though most people don ' t know about it, it' s widely practiced 

by business executives in running their operations. 

The aim of the study is to determine the level use of the value analysis method 

within the Kenyan context. This will improve the decision making process by 

operation managers leading to a higher return on investment. 

Value analysis method is a change process \ hich uses the issue of aluc addition 

to guide an organi ation when its stream lining its operations. 

tu ie in K nya ha\'e b en done on the import n e o variou ch n lc pr 

lik Tot I Qu lity tnna ment. Bu ine Procc 

n 

rin m i tin a ompany t tt in com tith ant 

·n brin int 

nh n in th lu 
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iti n r ni ti n 
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Even though little research has been und rtaken in Kenya on the subject, it 's a 

technique that can be used b an organisation that is in the process of 

streamlining its operation . 

The tudy will thu-; p~..n U( th t chniqu~;; for the research in it 's ability for use by 

organi ·ati ns in t inin mp tttivc advantage over its competitors. 

Th ·tudy \\ill ive an indication of the level of use of the various tools of the 

vulut! unuly ·i method by companies in their decision making roles. This will 

ensure that the importance of the technique will clearly come out as well as raise 

awareness of the process to those companies not formally practising the 

technique. 

1.3 OBJECTIVES OF THE STUDY 

1.3.1 To establish knowledge of the concept of value analysis method by Kenyan 

companies. 

1.3.2 To establish the use of the various tools of the value analysis method by 

managers. 

1.4 li\IPORT CE OF THE T D 

1 .. 1 Th tudv will be important m timulating re earch into the u c t value 

an I i method in Kenva. 
J • 

1.4._ Th tudy \\ill i t bu ine o \ncrs nd em r man cmcnt 

tion . 

1.. ontinu u 111 th 

o \ lu iti n \: h n m ·in · 



CHAPTER TWO 

2.0 LITERATURE I 

2.1 DJF R ~ N ALUE ANALYSIS, BRE AND BPR 

V alu un ly 1 • technique is one of the change process that has been advocated 

over the years\ hich has the purpose of ensuring that a firm acquires or maintains 

competitive ad antages over its competitors. 

For a firm to remain afloat in a competitive environment it either maintains or 

improves the quality of their product or maintain its competitive edge on pricing 

of the product by controlling costs (Porter, 1990). 

There are several change processes including Business Re-engineering (BRE), 

Business Process Re-engineering (BPR), Total Quality Management (TQM) 

which have been advocated to achieve this. All these philosophies address the 

issue of costs and quality i.e. they are drivers of the philosophies. (Hammer, 

1992) 

The change processes BRE, BPR and value analysis ha e their focu on 

revolutiOn of activities that do not add value to the final product being pr due d. 



2.2 

The difference between the three lies in the focus; as illustrated in the fi gure 

below; 

Wide Focus 

arrow Focus 

Business Process 
Re-engineering 

Value Analysis 

Source: Burt (1995) 

Approach 

I Organisation as a whole I 
I 

Particular Process 
in the 

Organisation 

I 
Particular Activity 

within a 
Process 

In BRE the change focus is to be effected on the organisation as a whole. In BPR 

the focus is on a particular process e.g. purchasing while in value analysis the 

focus could be the approval route of an LPO in purchasing. 

Value analysis method documents the elapsed time and experienct: for each 

activity the reference being the reqUirements of the customer (internal and 

external : tho e activtties that do not add alue are eliminated. Davenport, 

199 . 
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The difference between value i.e. ' hut buyers are willing to pay for a product and 

the cost of performing the activiti in lv d in creating it ultimately determines 

the profits. (Porter, 1990). 

There ar two w t II.> im 1 alut:, hold functionality constant and reduce cost 

or hold co ·t ~.:onst nt un in rc· c functionali ty (Kaplan, 1996) 

'I h r ·ult · that ne e. pects when implementing the technique are: 

~ Increasing product quality. 

)> Enhancing product usefulness. 

)> Increasing customer satisfaction. 

)> Increasing other essential product components. 

If the exercise is carried out objectively the results highlighted above will accrue 

to the firm. (Martin, 1997). 

2.3 PREREQUISITES TO A VALUE ANALYSIS STUDY 

The following are the prerequisites to a value analysis study as formulated bv 

(Mile 1997) for an effective program to be carried out: 

2.3.1 \: alue naly i Leader: The leader is the primar_ ingredient. I Ie or h~: 

should be a senior individual de ignated b. th h;ader to have nd-to-cn i 

re ponsibility for the pro e ~ and its p r ormance. he chara tt.:ri ti o 

th valu analy is tudy I der re: 

• Th 1 r hould 

· cutiv 

tron 

thi 

um n 

mmitte 

t p -

uti · 

t m n 

In nn ti n 

cr. H r h 



• It must be a person full of passion and commitment to the value 

analysis method. 

brain but the m t i 

per n n t just using the analytical side of the 

• A per on with 1 ' n ·c.: )f urg~..:ncy (having a gut feeling!) 

2.3.2 lJndcrst;m fino of proc' .·c : This is an important prerequisite to the 

l't.!thinking f r c ses. In many companies most people are not aware of 

tht:! nd-t -end process as they are involved in their functional unit and are 

not able to explain the final process. However, it is necessary not to 

emphasise on analysing the old processes since too much of this may lead 

to a recommitment to them and thus inhibiting change. It is also a time 

waster. However, understanding ofthe old processes would put the people 

at a level where they will now be in a position to rethink this 

understanding also lead to identifying the leverage point by the units or 

teams. This is the point in the process where small improvement will 

produce disproportionate impact on the overall process performance 

2.3.3 Organise a Team: If the Value Analysis Method sits at the top of the 

company's agenda then it follows that the company's best and brightest 

must be assigned to it. Value analysis is performed in terms of its contents, 

context and style. 

r Content - nderstanding old processes, inventing new pr cc c. 

onstructing new proces -e and dling new\ ay . 

,. onte:t- nc rtainty, ,·perim nt pr ur 

,. t)e - plo ti n and 

hi nnth 

r 

illin t 

lu n. h 
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The leader should also co-ordinate and facilitate (provide guidance) to the 

teams. 

2.3.4 Value analy i mu t bt: doru: :l' quickly as possible. If tangible results 

cannot be c ·n ' ithtn a ~<lr, th~.:rl! is loss of support and momentum to 

ful. The team needs to stay focused and narrow the 

· · 1 1 r n · . u-y in order to get results fast. 

2.3. Value anal i hould cover as much ground as possible. There should 

not be an attempt to set limits to preserve a piece of the old system or 

making some aspects untouchables these will fail the efforts. 

2.3.6 The personal needs of an individual value analysis method will affect 

must be taken to account. The people must benefit otherwise they might 

hinder the process. 

2.3.7 Communication is vital ingredient to the uccess of a value analy i · 

method. The content of the value analysis message must be clear, specific 

and comprehensible. This message should have 4 core elements in its 

message (4Ps'). 

,. Purpose 

,. Process: explanation of how value analysis \ ill be don 

,. Process: constant update of ho" far in the proces you re 

,. Problems: to create tru t the company hould admit f: ilur , tr 

I son!) learnt and mo' e on. 



2.4 VALUE ANALYSIS TOOLS 

The two general conceptual t 1 ~ th lt r basic to the operation of a value analysis 

program are (Burt, 19() : -

i) · ·1 •n ·i of the required product, part or material. 

ii) ·t anul i of the required product, part, or material. 

2.4.1 De ' ian nal 

Design anal_ sis entails a methodical step-by-step study of all phases of the design 

of a given item in relation to the function it performs. The appraisal focuses on the 

function which the part: or the larger assembly contains the part it performs. 

This approach is designed to lead the analyst away from a traditional perspective 

which views a part as having certain accepted characteristics and configurations. 

Instead, it encourages the analyst to adopt a broader point of view and to consider 

whether the part performs the required function both as effectively and as 

efficiently as possible. Both costs and quality are objects of the analysis (Burt 

1996). 

One technique many firms use in analysing component parts of a ub-a embly i 

to dismantle or "explode" the unit and then mount each part adja ent to its mating 

parts on a pegboard or a table . 'I he idea i to demon trate vi ually the.: tunctional 

I tion hip of the various parts . Each comp nent can thu bc.: tudic.:d it rclat 

to th rfonnance of the compl te unit r thcr than n in ulat 

idcr 1 < ). 



Analysis of each component in this fashion attempts to answer four specific 

questions. 

,. Can any part b elimin .. h.:d without impairing the operation of the 

n t fth part h' simplified to reduce its basic cost? 

n f th part be: changed to permit the use of simplified or 

pr duction methods? 

..u1 1 e. pensi e but equally satisfactory materials be used in the 

parts. 

The discovery of potential improvements is simply the product of an analysis with 

a substantiall_ broader orientation that is possessed by the original designer. An 

organized Value Analysis study usually utilizes a number of individuals with 

ditierent types of backgrounds, experience and skill impossible to combine in the 

person of a single designer. 

The specific manner in which a value analyst approaches the problem of design 

analysis is a creative matter which differs from one analyst to another. orne 

approaches have however been developed which are designed to stimulate and 

organize the efforts of the analysts, commonly used are: -

a) The value analysis checklist 

b The functional cost approach 

c The u e of brain 'torming 

d The u e of supplier 

h V lu h ckli t: to t tinn d v lop orne t) 0 ·ii t t 

lu are hi hi 

th m 

ti p m m nt 

m urt 



First define the function of the item, th n determine: 

, Can the item be eliminated? 

).- If the item is not i nd d .. m ,1 ~tnndard item be used? 

).. If it is a t nd rd it~rn. d it ompl~.;tc ly fit the application, or is it a misfit? 

Docs the 1tl:m ha' r at ·r capacity than required? 

tlll the \V i •ht • reduced? 

~ l, U1er a 'imilar item in inventory that could be substituted? 

).> Ar cl er tolerances specified than are necessary? 

);;- Is unnecessary machining performed on the item? 

);;- Are unnecessary fine finishes specified? 

~ Is commercial quality specified? 

);;- Can you make the item less expensive in your plant? If you are making it now, 

can you buy it for less? 

, Is the item properly classified for shipping purposes to obtain lowest 

transportation rates? 

, Can cost of packaging be reduced? 

, Are suppliers being asked for suggestions to reduce cost? 

In using this or similar checklists, an analyst evaluates the component under 

investigation with respect to each item on the checklist. When a question is found 

to which the answer is not satisfactory. this becomes a starting point for morl.! 

detailed investigation. 

Th unctional pproach; s value analy t m a particul. r indu try 111 

e.· rien , the. quickly establi h b n hm rk co t , or rformin rt tin 

un tion chnrnct ri ticnll nc untered in th ir indu tri 
" 

r I} in c rt in t 
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As these kinds of data are accumulated, costs of particular interest appearing on 

new jobs can be compared \\ ith histori a! benchmarks. If the cost seems 

excessive, the analysts inve tig tc ' furth 'r to determine the reason. The costs may 

well be justified du t ifti.:r~.:n ~,;: l 'tW~.:~.;n the new units on which benchmarks 

were bas d. If this d t: • n t .11 'Jr to be the case, the analyst continues to search 

for a lower l:{)st m ·th d f p •rfl rming the function. 

m: imp rtant feature of this general approach is the idea of comparing current 

performance with typical past performance. 

Another important feature is the concept that the cost of performing a function 

must be reasonably proportionate to the value of the function itself. 

The use of Brainstorming; Brainstorming is a process designed to stimulate 

creative thinking. A group of individuals with different backgrounds meet for the 

purpose of generating ideas useful in solving a particular problem. 

Emphasis is placed on the free-wheeling generation of ideas, which are reduced as 

soon as they are made. During this period no one in the group evaluates any ideas, 

since the objective at this point is to develop spontaneous and positive ideas. 

The theory underlying this approach to problem solving recognition that many of 

the ideas spontaneously generated are complete!. infeasible. Ho\vever the tht:orv 

holds that some of these ideas trigger thoughts from others in that group that lead 

to different and often ery useful ideas. 

On e th f: t of a problem re rough!; de fin d nd und r to \ t:rnl 

repr ntati from th ppropri te d p rtment all d parti ip te in 

b 
th r ultin r 
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The Use of Suppliers; There is a fundamental concept that the pnmary 

responsibility of purchasing and upply department is to manage "outside 

manufacturing" which impli s the d" d pmcnt of a continuing relationship with 

major suppliers and a p rtm;rintl :llr ~mcnt with some of them. 

Functioning in this t ~;nvironment, suppliers frequently prove to be 

cxtn.:mcly v luubl u ·~e · in a firm's total value analysis effort. Firms in the US 

huv~;: r und that that a majority of its value analysis savings come directly from 

suggestions of suppliers who have been asked to participate in its value analysis 

program. 

A suppliers assistance can be enlisted in various ways that fit into two basic 

categories: 

i) Informal participation 

ii) By participation in a suppliers workshop 

When using the informal approach, a firm usually has numerous high-priority 

value analysis projects enlisted on display boards with all parts identified and 

tagged as to current cost. The current and potential suppliers are invited to study 

particular exhibits at their leisure for purpose of offering possible cost reduction 

or quality improvement suggestions for items each might finish. 

If a supplier can provide a lower-cost item that performs satisfactorily, or if it 

suggests feasible design modifications which permit the use of a lower cost item, 

the tirm is rewarded with additional busine ~. 

Th cond approach entails the u 0 p riodic orm, lly or aniz i u pli r 

group of t chnic.J n pre nt tive rom uppli 

firm I invit to th purch rt\O y" rk h p. 

m nt h 



where the products are used where they are supposed to study specific value 

analysis exhibits as is done in the formal approach. 

It should be empha ized th I li it. ti n of supplier assistance in a valve analysis 

program is based n th . r~.:mi · that crc:ative suppliers will be compensated for 

their ffi rt · y n.: ·un in5Z additional business or by sharing in the cost savings they 

help gcm:rut 

2.4.2 Cost nal sis 

It is no secret that many manufacturers do not base the selling prices of their 

products entirely on costs. In some case, the complexities of multi-product cost 

accounting make it virtually impossible to determine the exact cost of producing 

and marketing a specific product. In other cases, firms may follow a variable­

margin pricing policy, whereby the markup on certain types of products is greater 

than others. Still other firms may follow the industry leader in establishing 

product prices (Burt, 1996). 

Whatever the reason, industrial buyers realize that many of the prices they pay do 

not accurately reflect the cost of the product. Moreover, unless the buying firm 

has real clout and substantial knowledge of production costs, in some cases it may 

not knov whether its buyer is in fact paying a fair price. 

Cost analysis involves the investigation of a :suppli r's probable co t of producin, 

a iven product. The analyst con:struct ·timat d element I co t for m tt:ri 1 • 

r, manufa turin overhead, and gent.:ral o erh d. \ h n tot I d, the 

repre nt thcor tical tot I co t incurr by an e 1 1 nl pr uccr. 

ith th u d t • m t ri nri u indu tr • tim 

I. in hi 
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position of having to point out an, errors in the development of the figure, or else 

justify its own quoted price \\ith supp rting cost data. 

Cost analysis has b c me n (; , tr m •I useful adjw1ct of value analysis, playing 

two major roles: 

,. ·t analy i is conducted for currently purchased items whose 

c t appear excessive. In such cases, the information developed 

from cost analysis is used as a basis for further price negotiation 

~ ith the supplier. 

,. Cost analysis also serves as a means of locating high-cost parts 

which should be subjected to design analysis. During the course of 

a cost analysis, some high-cost elements are frequently isolated for 

the first time. Subsequent design analysis often leads to 

specification and production modifications and ultimately to 

reduce costs. 

2.5 RESULTS OF VALUE ANALYSIS ACTIVITIES 

Various results result to an organisation which implements the value analysis 

method. These are summarised as per the extract from a paper by (Martin 1997) 

on the application of Value method procedures in non-engineering proce es: 

,. PROFIT ; Good decision:; makes for a good increa e m profit . Value 

tudies generate increased protits for a firm hich tran I te to a higher r tum 

on inv tment · or ev ry hillin inve t d. tudie h ve ho' n th t firm mnk 

profit that ex e d the co t of the •alu udy tivit •. In ther 

th t re diffi ult t quantify u h 

0 
t nti I fi r injuri 

II. f1 ui n m in ntu 



Other activities must be done due to regulations or other reasons. Some of 

these activities are required imp! because a business exists. To limit the 

effect of these costs on pr fit. bilit , way to minimize or remove them can be 

examined. Value n l) ·i ha. O!it!l as one of its key considerations in its 

application whi h r ult in rcduc~.:d costs. 

,. RESO R E RF. T ; Resources usually cost money, but may 

co ·t much m re. If a resource (person, equipment, etc.) is unavailable, in very 

high demand. or is difficult to obtain quickly, we may consider it to be too 

costl. to make it available. Additionally, if you free an existing resource, it 

can often be used in other endeavours. Thus, resources are often a crucial 

component in reducing costs and increasing profits. 

While conducting the selection phase in the value studies, it's possible to 

significantly improve the staffs production. The increase in production allows 

people to spend more of their time on high return activities that produced a 

better return for the customers of their products and services. However, 

freeing resources does not mean laying off people. thus, when a value study 

identifies changes to activities that would be misplaced in the business, the 

value study should examine how to utilize the valuable staff resource. Thus. 

the affected people should be realigned within the organization or placed in 

new opportunity positions. to best suit both their needs and the busines~. 

,. Q LITY; Higher quality products generate reduced co t:s for the providc.:r 

of the product, and impro ed customer atisfa tion. Thu qu lit. j~ 3 ke. or 

both the busine s and the cuslOmer ve rv . , hi 

undertaking a value n ly i pro rnm. R du d c 

II to th cu t m r h lp our busin 

lh t c ntinu t do 

I y I cu m 



};> PRODUCT IMPROVEMENTS AND DEVELOPMENT; While quality is 

a major component of customer nti ~fa tion and loyalty, the improved or new 

product is the mo t pr lent ikm thot lures our customer to another business. 

The highest quality pr du t i.' ( f n value if it serves a past need that is no 

longer rei •vant. I ht: k ') t in th innovative new product. 

P~oplc r gular!) r lace products with new or improved products. People are 

alwa · 1 king at the new computer, new car, or new process. IMovations 

generate the new products that better meets the need and desires of the 

customer. 

2.6 APPLICATION OF VALUE ANALYSIS PROCEDURES 

• 

Value Analysis has been applied in the United States widely documented by the 

Journal of Bureau of Reclamation on Value Program Summary of Activities 

Report ( 1997). The following is an extract from that report. 

• Interior-wide Value Engineering Indefinite Quantitie ontract. 

Completed in December 1993, this study developed and examined selection 

and measurement criteria for an indefinite quantity contract for Value 

Engineering and Cost Estimating ervices for Interior. The study used the 

criteria analysis to identifY issues for use in subsequent negotiations to select a 

contractor. The value study clarified election is ues and g nerated .
1 

consensus among decision maker . 

Reel mation n ·ice entre, Buildino 7 Per nn I R location and f' Joor 

Reno'' tion. Two \' re initi lly prop . The fi t pro tu , 

\\ an ·nmin tion o th tion of an 

itnt 
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follow. Because of this generalized study, management adopted proposals that 

generated about $1,600,000 in o t avoidance over 10 years and fostered a 

generally improved tnff nti ·t: ti n with the renovation effort. However 
' 

after completion f the rt:n , tion ' tudy, management canceled the study for 

organizati n tJ r Ju ·Hi n. 

• Rcclumution ibra ideotape, and Photographic Resources. This was a 

Vulut! Anuly is tud completed in January 1995. The team was asked to 

idt!ntify: I the major services provided by the library, 2) the essential needs 

served by library services, 3) if a library was the best way to meet the 

identified essential needs, and 4) recommendations of the way to meet the 

identified essential needs. The value study resulted in decisions to retain the 

library. replace some services with higher value products, improve access for 

some services, discontinue some services, and improve service capacity by 

doing more cross-training and increasing the required expertise for one staff 

position. Beyond the many non-monetary benefits attained, the study 

proposals adopted saved about $426,000 over a five year period. 

• Mni \Viconi Criteria/Limits Analy i . This specialized value study was 

facilitated for the Oglala Sioux Tribe, Rosebud iou.x Tribe, Lower Brule 

Siou.x Tribe, and West River 'Lyman-Jones Water Districts Reclamation has 

facilitated several planning and concept value studies for the overall lni 

Wiconi Project. These studies involve multiple entities ranging from the 

bove clients onl. ; to the above client . two tak . everal countk . 

Reclamation Corp· of Engineer , and a h t of oth r . 'I hc purpo c 0 
th 

riteria and limits analy i w to bring th li n and tak hold r tog th r, 

t th re thnn 0.0 0 

2 pric ) in con tru tion rei t d \ rk. m ny ub 

in Ju in nearly ten lU ie p nn d to d te. h \ u th ult 



CHAPTER THREE 

3.0 RESEARCH DE IG 

3.1 Population of tudy. 

The p puJnti n r th · ·tud consisted of all companies in Kenya which are quoted 

in th Nuir bi tock Exchange, the rationale being that the market capitalization 

of theN E constitutes a sixth of Kenya's GDP. The companies listed in the NSE 

are representative of all the sectors ofKenya's economy. 

3.2 Data Description and Collection 

The instrument for collecting the data was a questionnaire as detailed in the 

appendix. Section A contains 20 questions about the company in relation to the 

operational variables of the value analysis method. This seeks to establish the 

awareness of the use of the method. 

Section B contains 18 questions in relation to the use of the various tools of the 

value analysis method. The scale used was a 5-scale Likert type ranging from 

strongly agree to strongly disagree. The questions are asked to solicit responsl!s 

on the level of the use of the various tools. 

The operational variables in value analysis are quality, costs, and ustom r. 1 he 

tools of value analysis are value analysis. checklists. functional appro ch. u 0 

brainstonning, use of supplies and o tan lysis. 

Th ource of d t i prim ry in th re rch r dmini t r th qu tionn ire 

dire tJ~ · t th o r tio pr u ti n mnn o the m ni . 



3.3 Data Analysis 

The type of data is non- a u l ' rh tkscribe relationship among variables and 

as such cause and affi t inkr~n ;' ann t bl.: inferred or would be rather weak 

The fir ·t qu ·sti HHtai1 a · analyzed through the use of the statistical 

mea ·ure · r fr ·qu nci and percentages in order to come up with the level of use 

of U1e valu anal) ·i method by Kenyan companies in their operations. 

The econd questionnaire B was analyzed through the use of the factor analysis 

technique in order to uncover the extent of the use of the various tools advocated 

in the value analysis method. 



CHAPTER FOUR 

D It DING 

This chapter d nls with t anal i ·, findings and discussions on the research 

fi nding·. c:;o qul' ·ti nn.1ir \ ·ere sent out of which 35 were returned filled which 

4.1 USE OF VAL E A AL YSIS 

This section deals with the knowledge of the use of value analysis and is 

summarised as follows: 

Table 4.1 Level of Importance of Value Analysis 

No. of Respondents o/ o 

Very Low l 2.8 

Low 9 25.7 

one - -

High 15 42.9 

Very High 10 28.6 

lOTAL 
"- 100 
.) 

71.-% of the r pondents ack.nov I edged the importance of the cone pt in d ci ion 

making pro e · which i.s an indication of if waren~; . 



Table 4.2 Key Considerations 

No. of Respond nts % 

Quality 21 65.7 

Costs Jl 88.6 

~· 

Customer 20 57.2 

TOTALS 35 100 

The key considerations when streamlining operations are costs (88.6%), quality (65 . 7%), 

and customer (57._%) indicating a bias for cost driven initiatives. 

Other considerations given by the respondents when streamlining operations were: 

~ Staff costs 

~ Safety 

> Value added 

,. Supplier 

,. Other parties in the supply chain process. 

Table 4.3 Use of Functional Approach 

I o. of Re pondent % 

Very Lov.· 2 5.7 

Low 9 -5.7 

one 8 -2.9 

Hi h 14 40.0 

Very Hi h 2 
5.7 

TOT: LS 3s 100 

th h in th 1. u it 

n't u h l Jl. 

j 



Table 4.3 Use of Suppliers 

o. of Re pond nt o;o 

Very Low 2 5.7 

Low 8 22.8 

None 
l 22.8 

r--
I ligh 14 40.0 

Very I ligh 
8.7 

f--
T 1AL "5 100 

48.7°-o of respondents higW_ use suppliers in adding value in there operations, 28.5% use 

the approach at low levels while 22.8% don't use the approach at all. 

Table 4.3 Use of Checklists 

No. of Respondents 0/o 

Very Low I 2.8 

Low 13 37.I 

None I 2.8 

High 8 22.9 

Very High 12 34.3 

TOTALS 35 100 

57.2% of respondents highly used checklists when eliminating non- alue adding 

activities, 39.9% used it rarely while only 2.8% never use the approach. 

Table 4.3 e of Brain 



68.6% of respondents highly used brainstonning sessions in evaluating the value addition 

activities, 31.4% used the approach at lm\ leY I . ll respondents used this approach at 

varying levels. 

Table 4.3 U e of o:t nal) 

1 o. of Rc:pondcnts % 

~'"":":-
Very Low 1 2.8 

Low 6 17.2 

None I - -

High 18 51.4 

Very High 10 28.6 

TOTALS 35 100 

80% of the respondents highly used cost analysis to evaluate the non-value adding 

activities while 20% used the approach at low levels. 

From tables 4.3 the cost analysis approach is widely used by most respondents followed 

by functional approach, use of checklists, use of suppliers and use of brainstorming 

sessions. 

Table 4.4 ctivities Vs Value Addition 

o. of Re pondent % 
-

Very Low - -

Low ~ 
11.4 

Non - -

High 24 68.6 

Vc ry High 7 
20.0 

TOT ~LS 35 
100 

It th l th iti m m nt hi 

hil 11. It 1 thi 



Table 4.5 Methods of Eliminating Non-Value Adding Activities 

The following were the summariz d rc: n '~s t the open-ended question on the 

methods of eliminating non-valu atldin 1 a ti itics: 

);. Ust.: mor • l>f ~up h ·r t cater for activities being carried out by the company. 

R ·tr nch p I n t adding value. 

R ·tructur enable activities add value or cut-off this activities from the 

fi.mctional stem. 

};> B, weighing this activities and looking at worthiness to the business. 

};> Use of checklists 

};> Use of fi.mctional approach. 

Table 4.6 Activities Vs Level of Satisfaction 

No. of Respondents % 

Highly Unsatisfactorily - -

Unsatisfactory 2 5.7 

Neutral l 2.8 

atisfactory 29 82.8 

Highly atisfactory 3 8.7 

TOTALS 35 100 

82. % of the respondents felt that activities were ati ·factorily meeting the c.: . ·pcct, tion 

of the cu to mer but there was room for improvement. · 7% respondc.:d th t they hi hly 

m t th customer e. pectation ·. 

abl 4.7 ctivitie Reduction In R lati n o am 

~o. of R pond nt % 

V ry LO\ -
. 

I 5 
I .3 

No-n 7 
20.0 



High 18 51.4 

Very High 5 14.3 

TOTALS 
-.~ 

100 

65.7% of rc p nd "nt · · n ·i 'red time as a major factor when reducing activities in there 

processc-, 14. % tuk it as a minor factor while 20% considered it not a factor at all. 

Table 4.7 ctivitie Reduction In Relation To Quality of Service 

No. of Respondents 0/o 

Very Low 2 5.7 

Low - -
,.., 

8.7 one -' 

High 21 60.0 

Very High 9 25.7 

TOTALS 35 100 

85.7% of respondents considered quality of service as a major factor when reducing 

activities in there operations, 5.7% as a minor while 8.7% considered it not a factor at all. 

Table 4.7 Activities Reduction In Relation To Costs 

No. of Re pondent 0/o 

Very Low - -

Low 8 22.9 

'one - -

High 22 62.8 

Very High 5 14.3 

TOT LS 35 100 

77.1% of r pond nt con id red co t maj r ctor when rcducin ' tivitic in there 

it min r t r. 



Table 4.7 Activities Reduction In Relation To Value Added 

No. of Respondents 0/o 

Very Low - -

Low 7 20.0 

None - 5.7 

High 19 54.3 

Very lligh 7 20.0 

TOT L 35 100 

74.3% of respondents considered the value added as a major factor when reducing 

activities, 20% considered it a minor factor, 5.7% didn't take it as a factor. 

From Tables 4 .7 this indicates quality of service as the major consideration when 

reducing activities followed by costs, value added and time. 

Table 4.8 Activities Reduction Vs Function 

No. of Respondents 0/o 

Very Low - -

Low - -

None - -

High 29 82.9 

Very High 6 17.1 

TOTALS 35 100 

82.9% of respondents very highly considered the function of the activit a a major factor 

\ hen streamlining operations, 17.1% highly con ide red it. 



Table 4.9 Are Costs Of Activities Justified By The Function 

No. of Re pondents 0/o 

Yes 20 57.1 
·-

Partially 25.8 

No 6 17.1 
t-
TOTAL 5 100 

This is an indication that costs in relation to the function can be reduced. 

Table 4.10 Can Costs of Function Be Reduced 

No. of Respondents 0/o 

Yes 35 100 

0 - -

TOTALS 35 100 

This indicates that there is room for reduction of costs incurred for each function. 

The following were the summarized responses on how costs of performing a function can 

be reduced: 

);> Automation; use of modem technology 

,. Best operating practices i.e. cost effective methods. 

,. Use of contractors i.e. suppliers to carry out the function. 

,. Enhanced financial control by careful selection of suppliers. 

,. Reduce labour costs 

,. Training in productivity and lean manufacturing. 

abl 4.11 of Functi n In R I ti n lu 

7 20.0 



Neutral 2 5.7 

Proportionate 24 68.6 

Highly proportionate 2 5.7 

TOTALS - 100 

74.3% of rc ·p ndcnt· c n idered the costs of functions proportionate in relation to the 

value added. _0° o con ide red it unproportionate while 5. 7% were neutral. 

Table 4.12: Level of Incorporation of other people 

No. ofRespondents o/o 

Very Low 1 2.8 

Low 12 34.3 

None - -

High 18 51.4 

Very High 4 11.5 

TOTALS 35 100 

62.9% of respondents highly incorporated other people when generating ideas on value 

adding activities, while 37.1% incorporated other people at lower levels. This indicates a 

need to incorporate other departments in this exercise. 

Table 4.13 Frequency of Meetings on value adding activitie 

o. of Re pondent 0/o 

Very Lo\ 1 2.8 

Low 13 37.2 

one - -

Iligh 12 34.3 

ry High 9 2".7 

TOTALS 35 100 



60% of respondents held meetings at high frequencies to deliberate on value adding 

activities 40% held them at low frequen i s. This is an indication of the need for regular 

meetings to be held at department I I ' I . 

Table 4.14 v I fIn rporation of Customers views . 
r-

o. of Respondents 0/o 

Very Low 2 5.7 

Low 8 22.9 

None - -

High 13 37.1 

Very High 12 34.3 

TOTALS 35 100 

71.4% of respondents highly incorporated there customers views in the creation of value, 

28.6% incorporated their views at low levels . 

Table 4.15 Decision making 

No. of Respondents o;o 

Top Management 16 45.7 

Middle Level Managers - -

Line Managers - -

Combination of the above 19 54.3 

Other - -

TOTAL 35 100 

5 . "'% of respondents indicated that deci ion· are made b. a combinati n of the v riou 

m nt levels while 45.7% indicat d that the t P m n gem nt m d the deci ion . 



Table 4.16 Role of suppliers 

No. of Re pondents % 

Very Low 4 11.4 

Low 14 40.0 

None - -

High 10 28.6 

Very High 7 20.0 

TOT LS 35 100 

48 .6% of respondents highly rated the role of there suppliers in there quest for customer 

satisfaction, 51.4% lowly rated there role. Indication of a need to enhance the role of 

suppliers. 

Table 4.17 Consultation of suppliers on 

No. of Respondents % 

Customer Satisfaction 15 42.9 

Quality 23 65.7 

Cost Reduction 18 51.4 

42.9% consulted suppliers when formulating strategy on customer satisfaction, 65.7% on 

quality and 51.4% on cost reduction. Indication of a need to enhance the role of suppliers 

on issues of customer satisfaction, lost reduction and quality of products. 

Table 4.18 Con ideration when selecting a upplier 

o. ofR pondent 0/o 

Cots 26 74.3 

Qualit .. 23 6-.7 

ft r Sal Servic 18 -1.4 

Credit P ri d 17 48.6 



74.3% of respondents rated highly costs as the major consideration when selecting a 

supplier, 65.7% quality, 51.4% after sales services and 48.6% credit period. 

The other summarised c n id rati n ' w~.:re:-

} Tim tak n l d •li r i.e. Rdiability 

} Rcputuli n 

} r dibilit. 

~ olid financial tacking 

~ Ability to listen to our needs and changes. 

Table 4.19 Rate support given by supplier 

No. of Respondents 

Very Good 6 

Good II 

Average 18 

Poor -

Very Poor -

TOTALS 35 

0/o 

17.1 

31.4 

51.5 

-

-

100 

51.5% of respondents rated the support given by one supplier as average, 31.4% good 

and 17.1% as very good. No respondent gave a poor response. 

Table 4.20 Benefits of value analysi in increa ing product quality 

No. of Re pondent 0/o 

Very Low - -

Low 5 14.3 

Non 4 11.5 

Hi h 20 49.1 

V ry High 6 17.1 

TOT LS 35 100 



66.2% highly rated the benefits of value analysis on increasing product quality. 14.3% 

rated it lowly while 11.5% didn't see an benefits. 

Table 4.20 Enhancin pr du t u efulness 

No. of Rc 'pondents % 

Very L w - -
Low 16 45.7 

None 4 11 .5 

High 12 34.3 

Very High 3 8.6 

TOTALS 35 100 

42.9% highly rated the benefits of value analysis on enhancing product usefulness, 45.7% 

rated it lowly, while 11.5% didn't see it as a benefit. 

Table4.20 Increasing customer satisfaction 

No. ofRe pondent % 

Very Low - -
Low 5 14.3 

one - -

High 23 65.7 

Very High 7 20.0 

TOTALS 35 100 

85.7% of respondents highly rated the benefits of the alue analysis m thad on enhancing 

cu tom r atisfaction. 14.3% lo\ 1. rated this benefit. 

.2 In r a in n nt 



None 4 11.4 

High 6 17.1 

Very High - 5.7 

TOTALS - 100 

22.8% of rc p ndent highl ·rated the benefit of value analysis method on increasing 

other e entia! product components, 65.8% rated the benefit lowly while 11.4% didn't see 

it a a benefit. 

From tables 4.20 this indicates a high response for increased customer satisfaction and 

increased product quality; very low response to benefit of enhancing product usefulness 

and increase in other essential product components. 

The other summarised benefits from a valve analysis program is making products more 

competitive in the market by enjoying economies of scale by producing large volumes of 

products at high quality at affordable price. 

Table 4.21 gives the breakdown of the response rate of the respondents per sector as 

per divisions of the Nairobi Stock Exchange· 

No. of Respondent Companies quoted Re pon e rate % 

Agricultural 4 9 44.4 

Commercial 9 13 69.2 

Finance 8 1 1 72.7 

Industrial 14 18 77.8 

TOT LS 35 -1 68.6 

fhi indic t low re pon e rate in the ricultur I ct r du to the limit ti n of 

rt: ourc mo t of the compani ar lo irobi. 



Table 4.22 Cross Tabulation of Industry with Key Considerations 

Quality Costs Customer 

No. % No. o;o No. o;o 

Agricultural 4 I 4 70.0 2 50.0 
-

Commercial -5.5 7 77.8 .6 66.7 
1---· ·--

Finance 50.0 6 75.0 4 50.0 

Industrial 11 78.6 14 100.0 8 57.1 

This indicates that the commercial and finance sectors need to enhance the importance of 

quality when streamlining operations. Costs are well taken into account among the 

sectors. There is need to improve on the views of the customer as this is a consideration 

that little emphasis has been put in. 

Table 4.23 Cross Tabulation of Industry with use of Brainstorming 

Low None High 

No. 0/o No. o;o No. o;o 

Agricultural 2 50.0 - - 2 50.0 

Commercial 3 33.3 2 22.2 4 44.5 

Finance 4 50.0 - I· - 4 50.0 

Industrial 2 14.3 6 42.9 6 42.9 

Th1s mdrcates that the use of bramstonnmg sessron I.e. mcorporatmg other departments 

in generating ideas is low across the sectors thus the need to enhance the use of this 

approach. 

Table 4.24 Cross Tabulation of lndu try with e of upplier 

Low 



This indicates that the other sectors apart from industrial don' t highly value the use of 

suppliers to enhance value in there products thus a need to enhance this approach. 

Table 4.25 Cross Tabulation of Industry with use of Checklists 

()\ None High 

No. % No. % No. 0/o 

Agricultural - - - - 4 100 

Commercial 4 44.4 1 11.1 4 44.4 

Finance 2 25.0 - - 6 75 .0 

Industrial 8 57. 1 - - 6 42.9 

Indication of average use of the approach in the commercial and industrial sectors when 

eliminating the non-value adding activities, its value use can be enhanced to assist in the 

exercise. 

Table 4.26 Cross Tabulation of Industry with Use of Functional 

Approach 

Low None High 

No. 0/o No. 0/o No. 0/o 

Agricultural - - - - 4 100 

Commercial 3 33 .3 - - 6 66.6 

Finance 3 37.5 - - 5 62.5 

Industrial 5 35.7 - - 9 64.3 

This is an approach that is widely used by the respondents across the sectors. 

Table 4.27 Cro Tabulation of Indu try with e of o t naly i 

Quality 0 t F. u tomer 

No. % No. % 
-.----

0/o 

gricultural - - - - 4 100 

Comm rei I 2 22.- - - 7 77.8 

Finn - - - - 8 100 

Jndu tri I 28.6 - - 10 71. 

-
-



This is an approach that is widely used by most of the companies. From the cross 

tabulations it's clear that there is high use of the cost analysis approach across the sectors 

of checklists and functional appr h r~ al o highly used. The area that need to be 

addressed is in the usc of uppli r nd brain terming in the process of value addition. 

4.2 Factor nal ., 

Factor anal .. sis \: as done in Section B of the questionnaire, the results are 

presented below. 

Table 4.28 Statements in the Questionnaire (Section B) 

1. Value is a key component when making operation decisions . 

2. Quality is a by product of value analysis 

3. Costs are increased when value is added 

4. Our customers are value sensitive 

5. Activities carried out all add value to the product 

6. The more the activities in operation the higher the value. 

7. Function of activity has no relationship to the value added. 

8. Costs can be reduced by improving the function 

9. Decisions relating to value addition should be made by managers alone. 

10. o need to involve other departments in decision making 

11. Customers should influence the operational decisions 

12. uppliers should be consulted on issues of value addition 

1:- uppliers can assist to improve on alue in our products. 

14. Co ts can be r duced by b ing in touch with suppliers 

1 -. Inc rea ed value leads to inc rea d cu to mer sati faction 

16. Product innovation re function of valu aly i pr r m 

17. uppli do upp rt us in th pr of v lu dditi n 

fun ti no lu . 

' 



Table 4.29 below shows the summary statistics relating the variables of the 

second part of the questionnaire. It gives the mean, mode and standard deviation. 

Table 4.29 The ummar tatistics of section B of questionnaire 

Ql. 

Q- . 

Q 3. 

Q4. 

Q 5. 

Q 6. 

Q7. 

Q 8. 

Q9. 

Q 10. 

Q11. 

Q 12. 

Q 13. 

Q 14. 

Q 15. 

Q 16. 

Q 17. 

Q 18. 

lean Standard Deviation Mode 

1.667 

2.000 

3.571 

1.619 

3.381 

3.857 

3.476 

1.667 

3.952 

4.048 

2.667 

2.524 

2.000 

2.238 

1.476 

1.750 

2.762 

1.952 

0.913 

0.894 

1.028 

0.74 

1.024 

1.014 

1.078 

0.577 

1.117 

1.244 

1.278 

1.123 

0.837 

0.944 

0.602 

0.550 

1.091 

1.024 

1.000 

2.000 

4.000 

1.000 

4.000 

4.000 

4.000 

2.000 

4.000 

4.000 

4.000 

2.000 

2.000 

2.000 

1.000 

2.000 

2.000 

2.000 

From the above, the folio\ ing stat ments I. 2, 4, 8, 11, 12, 13, 14, 1-. 16, 17, 1 

the respondents tend to agree or stronJ. agre with the stah::m nt . Thu , 
011 

ern e alue i a ke comp nent when making operation deci i n . u lity i a 

un ti n 0 valu an ly i pr ran1 n it n: 



Also respondents agreed that costs can be reduced by improving the function of 

the product. The value can al o b enhanced by working with suppliers to 

improve on value and redu t . 

On average they ugr~.:t.: that increased value leads to increased customer 

satisfacti nand that r duct innovations are a function of a value analysis 

program. 

Respondents however disagreed or strongly disagreed with the following 

statements 3 5 6 7, 9, 1 0. Thus on average an increase in costs of functions does 

not lead to an increase in value. 

They also disagree that all the activities being carried out add value to the product 

as there is no relationship between number of activities versus the value added. 

On average they disagreed with the statement that the function of the activity has 

no relationship to the value added implying that there exists one. 

Respondents also disagreed with the role of decision making which showed on 

average the need to involve other people and departments in carrying out the 

exercise. 

A study of the mode of each of the statements indicates that the respondents 

agreed or strongly agreed with the statements except 3 5 6 7, 9, 10 and 11. 

The statistical package used was P limited to an 18 by 18 matrix . 

,. Initial tati tic ; them asure in the initial tatbtics table indi te ho\ \\ell 

tement fit th d t from II the rc p nd~.:nt . 

um th 

qu in 



standardised, the variance associated with the responses to any statement 

equals 1.0. For example, factor 1 xplains 26.4% of the total variation, factor 

2 explains 14.2% ofth t tal ariati nand so on. 

).- Factor matri. : tht: fact r matrix explains the correlations between the factors 

and the varia I ·. ariables Q.8, Q13, Ql4load heavily on principal factor 1, 

and l ad hea ily on factor 2, while Q4 and Q5 load heavily on factor 3. 

Factor 4 is heavily loaded by Q12 and Q17, factor 5 by variable Q 18, factor 6 

by Q 14 and factor 7 by Q 3. 

)> Rotated factor matrix; the rotated matrix gives the revised initial factor 

matrix after it had been orthogonally rotated using varimax. It attempts to 

simplify the columns of factor matrix by making all values close to either 0 or 

1. 

This matrix represents the terminal solution of the factors. Since it's an 

orthogonal factor matrix, it stands for both a pattern and structure matrix. That 

is, the coefficients in the matrix represent both regression weights and 

correlation coefficients. The loadings in a given row represent regression 

coefficients of factors that describe a given variable. 

From the final rotated matrix, 7 factors were extracted whereby statements 8, 

13, and 14load heavily on factor 1, statements 2, 11 and 18 load on factor 2, 

statements 6 and 16 load on factor 3, statement 3 loads on factor 4, statements 

4 and 17 load on factor 5, statements 12 and 17 load on factor 6 while 

statements 5 and 9 load on factor 7. 



The implications of this are shown in Table 4.30 below: 

Table 4.30 The Factor 

This means that th fi II wing ·tall.:ments will make factor 1 

)..- o ts can be n.:du d improving the function 

)..- upplit!r · can i t to improve on value in our products 

)..- ·t · can e reduced by being in touch with suppliers. 

Factor 2 arises out of the following statements: 

)> Quality is a by product of value analysis 

)> Customers should influence the operational decisions 

)> Quality is a function of value 

Factor 3 arises out of the following statements 

)> The more the activities in operation the higher the value. 

)> Products innovations are a function of a value analysis program. 

The following statement makes factor 4: 

;... Costs are increased when value is added. 

Factor 5 is made up of the following statements: 

, Our customers are value sensitive. 

,. Suppliers do support us in the process of value addition. 

Factor 6 is made up of the following statements: 

, uppliers should be consulted on issues of alue addition. 

, uppliers do support u in the proce · of value addition. 

· tor 7 i m de up of th ollowin t tern em : 

cnrried out II dd v lu to th pr du t 

diti n h ul Ill man 



CHAPTER FIVE 

DISCU ION D N LUSION 

The objective of the study was to establish the awareness of the use of the value 

analysis method by Kenyan companies quoted in the Nairobi Stock Exchange. 

The study was also to come up with the tools that are widely used by the firms in 

using the method. 

The literature covered in the study dwelt much on the use of the technique in the 

United States thus the need to have a view of this valuable technique by Kenyan 

comparues. 

5.1. Conclusions. 

From the research findings as presented in Chapter 4 of this study, several 

conclusions may be drawn. These are discussed in light of the objectives of the 

study. 

5.1.1. Conclusions on use of value analy i 

From this section it can be deduced that a great proportion of 

operation/production manager alue the u e of the techniqu in their deci i n 

making proce e . 

b rei amlinin o 

u lit nd c t plu ti n ·. v lu r u pli 



There are five approaches in implementing a value analysis program out of which 

the cost analysis approach is greatly used by most companies. Functional 

approach and use of checkli t ar u d to reasonable degree, but the use of 

suppliers and brain t rmin r acht!S are used on average. 

When reducing lh activities the key considerations in carrying out the exercise 

arc quality. c 't . alue added and time. 

There is a need to reduce the cost of carrying out a function as most respondents 

felt that even though the current cost of the function are reasonable there was 

room to reduce the costs. Methods were suggested for going about it such as 

automation, cost effective methods, lean production, training in productivity, use 

of suppliers and enhanced financial control. 

The study came up with several methods of eliminating the non-value adding 

activities which included constant review of processes, retrenchment, contract 

some jobs, restructuring which are in addition to the approaches of the value 

analysis method. 

The level of incorporation of other people when generating ideas was high but 

there is need to have a cross-section of the departments when discussing issues of 

value addition. 

The level of incorporation of customer's views was reasonably high though this 

should be at optimal levels as customers are the ones who determine hov \ ell a 

firm fairs in the market. 

The role o upplier is one area which ne d to b lo ked into half the 

r p nd nt didn t value the role o uppli r in their qu t tor cu tomcr 

ti 



The level of consultation of suppliers in issues of customer satisfaction, quality 

and cost reduction was more or else on the average. 

For Kenyan companic 

in their qu t [I r volu 

m n; c mpetitive there is need to involve suppliers 

diti n as well as incorporate their views when 

formulating th ir ·trat gie . 

There is al o a need to have brainstorming sessions between departments when 

generating ideas as well as decentralize the decision making process from Top 

Management only to a combination of all the management levels. 

Increased customer satisfaction and increased product quality which are benefits 

of a value analysis program are well known to the respondents, but benefits such 

as enhancing product usefulness and increasing other essential product 

components are not. 

Value analysis method is a technique which is well known to most companies, for 

optimal use ofthe technique there is need to make use of all of it's approaches. 

5.1.2 Conclusions of the Factor Analysis. 

According to the summary statistics, on usage most operation/production 

managers of the companies agree that value is a key component when making 

operation decision. 

They are in agreement that quality and valu addition are key components in the 

qu st for customer satisfaction. 

R r don th n d to in orp rat oth r p rtmt.:nt nd upplicr 

h n m ·in d i ion lu 



After the final varimax rotation, the factors were finally generated, Factor 1 was 
on the role of suppliers that would make a valuable contribution to the process of 
cost reduction and value additi n " hich i one goal that a company is out to 

achieve. 

Factor 2 cmphu ·i~:~d th r 1..: of quality in value addition which should be what 
the customer p rcei es as quality i.e. operational decisions are made with quality 
and value being the considerations from the customers point of view. 

Factor 3 is the use of the functional approach whereby activities carried out 
should be evaluated on the basis of value added which in turns leads to product 

innovations. 

Factor 4 has the issue of costs in relation to value addition, this indicates that 
value has an added cost but this cost is normally overridden by the benefits, which 

arise from a satisfied customer. 

Factor 5 is the role of customers in the decision making process, they are vital in 
the process of formulating strategy as well as the suppliers. Emphasizing the role 

of customers. 

Factor 6 is made up of the one of value addition which is a key ingredient for a 

company to be a success. 

Factor 7 emphasizes the need for companies to have a decentralized decision 
making process where all departments. customers and suppliers are m ol ed 

when making k y operational decision . 



Table 5.1 Summary of factors 

~ Role of supplies 

~ Functional Appr ~ h 

).- Co t naly ·i 

).- Dcccntruliz d d ·ci ion-making process. 

The four are the approaches to be used when carrying out a value analysis 

program. 

~ The results of the factors concurs with the approaches that are advocated for 

the use of value analysis method (Burt, 1997), which are use of suppliers, 

functional approach, cost analysis and use of brainstorming sessions i.e. use of 

various departments in making key decisions. 

The respondents were in agreement on the importance of the use of the above 

approaches when implementing a value analysis program. 

The other factors are the key considerations when making operation decisions 

~ Quality 

r Customers 

,. Value added 

,. The three factors emphasizes the key considerations that should be taken into 

account when making operation decisions, these are key factors when 

undertaking a value anal ·sis program. 

-.2 imitation of the tud · nd u 0 ti n f r furth r R ar h. 

limit ti 

mth 



5.2.1 Limitation of the study. 

A major limitati n w th. t n t all f the operation/production managers of the 

companic qu t din th' · agr~cd to participate in the study. 

The limituti n f re ources and time made it difficult for companies outside 
Nairobi to respond adequately as the questionnaires were being administered 

directly to respondents. 

5.2.2 Suggestion for Further Research 

This was study carried out for companies listed in the Nairobi Stock Exchange, if 
a study is carried out that is specific to an industry then the results will be more 

specific to a particular industry. 

The study can also be extended to involve other managers like marketing 
managers or purchasing managers who are directly involved with the process of 

value addition. 

Finally this study can also be extended to cover the employees in direct contact 
with the customers like sales representatives or production supervisors and other 

support staff within the companies. 
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APPENDIX! 
OUESTIONAIRE 

SECTION A 

1. I n your opinion what i th I v I r i 1111 rtance of the concept of value analysis in the 

decision making pr Cl! 'S. 

i) very 1 w ii 1 w iii) none iv) high v) very high 

2. When treamlining operati ns what are the key considerations; 

Qual it 
Costs 
Customer 
Other (specify) 

[ ] 
[ ] 
[ ] 

3. How have you been able to incorporate the issue of value addition in your processes? 

Indicate the seriousness you attach to each of the following approaches 

i) very lowii) low iii) none iv) high v) very high 

Use of functional approach [ ] 

Use of suppliers [ ] 

Use of checklists to eliminate non-value adding activities [ ] 

Use of brainstorming sessions [ ] 

Use of cost analysis [ ] 

4. In your current area of operation are all the current activities carried out necessary? 

YES [ ] 
NO [ ] 

5. Is there duplication of activities within the same department or in others? 

YE [ ] 
0 [ ] 

If ye what i b ing done? 

........................................................................ ······················ ·········· 

I) ny \'alu t th ti , cti n th u t m r ? 

ti a ti n. 

11 Un ti 111 c utr I 

iv ti • IIi 1l ti 



7. If the activities were to be reduced what would be the consideration? Indicate the 
importance attached to each of the following? 

i) very low ii) low iii n utral iv) high v) very high 

Time ) 
Quality f · rvi ) 

·t ( ) 
V ulu · dd d ( ) 

8. When treamliningoperations indicate the level to which the function of the activity/ 
product is taken into consideration? 

i) very low ii) low iii) none iv) high v) very high 

9. Are the costs of carrying out the various activities justified by there function? 

Yes [ ] No [ ] 

10. Can the cost of performing the function be reduced? 

Yes [ ] No [ ] 

If YES what is being done? 

............................... , ... .. .. .. ....... ..... .. ......... ... . ···· ··· ··· ··· ·· ......... .. . ........ . 

11. Are the costs of performing the functions in your department reasonably 
proportionate to the value of the function? 

i) Highly unproportionate ii) Unproportionate iii) Neutral 

iv) Proportionate v) Highly proportionate 

12. Indicate the le el to which other groups of people are incorporated when generating 
ideas? 

i) Very lo" 11 Low iii) one iv) High ) Ver high 

. \\ h m k d ci i n affecting th a ti\ itie m your ar a f p rati n? 

[ ] 
( 1 
l 1 
I l 



14. What is the role of suppliers in the quest for customer satisfaction? 

i) Very low ii) Low iii N n iv) High v) Very high 

15. Are suppliers consult d wh n D rmul ting trategies on; 

ualit ( ] 

ost reduction ( ] 

16. What con iderations are taken into account when selecting a supplier? 
Costs [ ] 
Quality [ ] 
After Sales Service [ ] 
Credit Period 
Oth r (Sp cify) 

[ ] 
,,,,,,,,,,,,,,,,, 

17. How could you rate the support given by the supplier? 

Very good [ ] 
Good [ ] 
Average [ ] 
Poor [ ] 
Very poor [ ] 

18. What benefits result from streamlining of operations using the concept of value 
analysis? 

i) Very low ii) Low 

Increasing product quality 
nhancing product usefulness 

Increasing customer sartisfaction 

iii) None 

Increasing other essential product components 
ther sp cify) 

iv) High 

[ ] 
[ ] 
[ ] 
[ ] 
............ ······ 

v) Very high 



SECTIONB 

Indicate extent to which you agre or di agr with the following statements 

r c neither agree disagree strongly 
or disagree disagree 

1, Value is n k comp n 'nt l I ] [ ] [ ] 
When moking opcrnti n d~" i ions 

2. Quality is u b pr duct f alue [ ] [ ] [ ] [ ] [ ] 
analy ·i ' 

3. Cost are increased when value is [ ] [ ] [ ] [ ] [ 
added 

4. Our customers are value [ ] [ ] [ ] [ ] [ ] 
sensitive 

l 1 I I I I r 1 I I 



15. Increased value leads to increased [ ] [ ] [ ] [ ] [ ] 
customer satisfaction 

16. Products innovations are a fun ti n [ l I l [ ] 
of a value analysis program 

[ ] [ ] 

17. Supplier do upp rt u in th pr ce l ] [ ] [ ] [ ] [ ] 
ofvalu ddition 

18 . Quality i a itmction of alue. [ ] [ ] [ ] [ ] [ ] 



APPENDIX2 

LISTED COMPANIES IN THE NAIROBI STOCK EXCHANGE 

Agricultural 

1. Brooke Bond Ltd. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 

aagad 
corge William , n n 'a td. 

Kakuzi 
Kapchorua Tea o. Ltd. 
Limuru Tea o. Ltd. 
Rea Vipingo Plantations Ltd. 
Sasini Tea & Coffee Ltd. 
Theta Group Ltd. 

Commercial and Services 

10. African Lakes Corporation PLC. 
11. A. Baumann & Co. Ltd. 
12. CMC holdings Ltd. 
13. Car & General (K) Ltd. 
14. Express Ltd. 
15. Hutchings Siemer Ltd 
16. Kenya Airways Ltd. 
17. Marshalls (E. A.) Ltd. 
18. Nation Media Group 
19. Pearl Drycleaners Ltd. 
20. Tourism Promotion Services Ltd. 
21. Standard Newspapers Group 
22. Uchumi Supermarkets 

Finance and love tment 

23. Barclays Bank Ltd. 
24. C. F. . Bank Ltd. 
25. Diamond Tru t Bank Kenya Ltd. 
26. I. . . . lnve tment o. Ltd. 
27. Ilou ing inance o. Ltd. 
2 . Jubil In ur nc o. Ltd. 
29. K n a mmcrcial Bank td . 

0. ati n I B nk f Kenya Ltd. 
1. I B nk Ltd. 



Industrial and Allied 

34. Athi River Mining 
35. British American obac o K n td. 
36. Bamburi Cement Ltd. 
37. B. 0. C. Kenya Ltd. 
38. arbacid lnvc tm ·nt · I td . 
39. rown rg ·r I td. 
40. Dunl p Kenya 
41. E. A. able' Ltd. 
42. E. A. Packaging Ltd. 
43. E. A. Portland ement 
44. East African Bre\1 eries Ltd. 
45. Firestone East Africa Ltd. 
46. Kenya National Mills Ltd. 
47. Kenya Oil Co. Ltd. 
48. Kenya Orchards Ltd. 
49. Kenya Power & Lighting Ltd. 
50. Total Kenya Ltd. 
51. Unga Group Ltd. 


