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ABSTRACT

In today’s fiercely competitive environment, mostrfs have only one choice to
innovate or die. Many innovation and creativitydiés have focused on providing
solutions or solving problems using technology, sthproviding technological
solutions to customers’ problems. In return tecbgms have been viewed as
solutions to problems making most innovations to seéutions driven. However
unlike technological solutions, value innovatiortdees on redefining the problems
themselves, thereby making competition irrelevdine main objective of this study
was to determine the effect of value innovatioatsigies on operational performance
of selected restaurants in Nairobi, Kenya. The ifipeabjectives of the study was to
determine the extent of application of value inrnmra strategies in the selected
restaurants in Nairobi, Kenya and to establish ithpact of application of value
innovation strategies on operational performanceedécted restaurants in Nairobi,
Kenya. The study was carried out on the selectethueants in Nairobi, in Kenya
targeting the staff of these organizations. Theystadopted a cross sectional survey
design. Primary data was collected via questioesausing the “drop and pick”
method. The questionnaires were self-completedcatidcted within two weeks of
delivery. The data was analyzed using both deseeip& inferential statistical
measures. Descriptive statistics included: freqigsngercentages, mean scores and
standard deviations. Inferential statistics was edarsing regression analysis to
determine the relationship between the independadtdependent variables under
study. The selected restaurants were found to agglye innovation strategies to a
large extent. Value innovation strategies as degiby product and service value
innovation were found to have a positive relatiopshwvith the operational
performance of the selected restaurants. Thesablesi related positively to quality,
cost and service time as operational performanadicators for the selected
restaurants with service value innovation featurimage significantly.
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CHAPTER ONE : INTRODUCTION

1.1 Background of the Study

In today’'s fiercely competitive environment, mostis have only one choice to
innovate or die. Innovation is about finding a namd better way to do things. It is
about the exploitation of new ideas that bring aktbe creation of a new product,
process, servicea new business system or a new method of managethat have a
significant impact on productivity argfowth. Organizations must innovate across the

value chain, not just in research and developniestef, 1995).

Kim and Maughborne (1997) note that in the last¢hdecades, strategic thinking has
been pre-occupied with competition, competitivatstgy, competitive benchmarking,
competitive advantage, outperforming competitioty. @ing so, most businesses
simply extend what their competitors are doingrying to outdo them by doing what
their competitors are doing better which regre$ses strategic thinking towards the
competition. Their actions therefore achieve noartban incremental improvements
or imitation, but not innovation. In the knowledgeonomy, strategy must focus on
expanding existing markets or creating new onesheeaiting competition (Kim &

Maughborne, 1999).

Many innovation and creativity studies have focused providing solutions or
solving problems using technology, thus providingchnological solutions to
customers’ problems. In return technologies havenbgiewed as solutions to

problems making most innovations to be solutiomgedr.



However unlike technological solutions, value inaben focuses on redefining the
problems themselves, thereby making competitioglauant (Kim & Maughborne,
1997).Value innovation researchers have studied theesstull application of value
innovation strategies including and not limited Best Buy, Costco, Dell, Enterprise
Rental Car,eBay, General Electric,c Home Depot, bd&oft,Southwest Airlines,
Starbucks, Virgin Group, WalMart, Whirlpool, SAPpple, Safaricom-Mpesa among
others. These are paradigm breaking companies vdiichot try either to beat their
domestic rivals in the market or by financial mandgtions but instead searched for a
new paradigm to create industry breakpoints whiah be termed as the logic of

value innovation (Mohanty, 1999).

Restaurants provide a service and a product comit@nd thus provide a good case
study for how innovation can be pursued on theplatforms. The hotel industry and
restaurants in Kenya has been booming in the istykears with many opening up
every new day. As competition continues to grow,smestaurants continue to
modify their product and service offerings in orderdifferentiate themselves in the
market place and reach their target clients. Ay theto innovate, some have been
able to implement break through ideas and have ablento atrract and retain a great
number of their clients achieving superior brandifaning. These breakthroughs are

attributed to the value they create for their cos through value innovation.

1.1.1 Value Innovation
Value innovation can be defined as creating exceak value for the customer
especially when that customer is the most importastomer in the value chain (Kim

& maughborne, 1999).



Regardless of size, years of operations, indusinditions, and countries of origin,
the successful companies pursue is Value Innovdfitromas, Richard & David,

2005).

Value Innovation is different from building layes§ competitive advantage and is not
striving to outperform the competition. Nor is baut segmenting the market and
trying to accommodate the individual needs ancediffices for different categories of
customers. Value Innovation makes competitionaxraht by offering fundamentally

new and superior buyer value in existing market layyenabling a quantum leap in
buyer value to create new markets. Value innovatoraot make the competition the
reference point for the business strategy, theschear new ideas that could grab the
market by providing exceptional value for customBEngy offer their customers

radically superior value at a price that is acd#edsio the mass buyers in their target

market (Kim & Maughborne, 1999).

Value innovation is related to blue-ocean strat@gyough value innovation instead
of focusing on beating the competition in existimg@rket space, an organization
focuses on getting out of existing market boundah creating a leap in value for
buyers and the company which leaves the competit@nind (Kim & Maughborne,
2005). Some researchers found that there is aaihytteinforcing relationship
between blue ocean strategy and innovation. Althduige ocean strategy is distinct
from innovation, it is a good strategy to achievaue innovation (Colman &
Buckley, 2005; Kim & Maughborne, 2005). Blue Ocedrategy helps organizations

to innovate and bring new products to market (Meg€05; Kim & Maughborne,



2005). Leavy (2005) notes that pursing blue osteategy leads companies to create

more value.

1.1.2 Operational Performance

Kaplan and Norton (1992) note that the traditioma¢asurements of financial
performance are no longer valid for today’s businéemands. Therefore, they
consider that operational measurements of managameneeded when dealing with
customer satisfaction, internal processes anditesivdirected at improvement and
innovation in the organisation, which lead to fetfinancial returns. Corbett and Van
Wassenhove (1993) present a model considers thirmensions of operational
performance: cost or efficiency, quality and tire&iciency refers to the best possible
use of all available resources in order to maxinuagut. This results in low cost
products thanks to the reduction of waste and esatble factory to give value to

customers.

Alberto and Javier (2002) note that traditionallyatity has been defined in terms of
conformance to specification and hence quality-tbaseasures of performance have
focused on issues such as the number of defecthiged and the cost of quality.
With the advent of total quality management (TQM@ £mphasis has shifted away
from conformance to specification and moved towatdstomer satisfaction. In either
case, firms must obtain high levels of quality parfance in order to improve or, at
least, maintain their level of competitiveness. Tirst dimension of time-based

performance is reliability.



This means fulfilling delivery commitments. On-timéeliveries may have a
significant impact on customer satisfaction, whitlakes it an issue to be taken
seriously in operations management. The secondrafaged dimension refers to the
speed of production processes, which is frequemiyasured as the time elapsing
between materials reception and delivery of prodiactthe customer. Therefore
production planning and control systems in orgaiona aim at improving the flow
of production processes, in order to respond mapélly to customer demands. This
concurs with the concept of value innovation whasaéhors, Kim and Maughborne
(2006) note that value innovators strive to kedejir tcosts low to be able to reach the
critical mass of buyers at a fair price while a¢ thame time offering a radically
superior buyer value. Therefore, operational perforce in this study was evaluated

through the criteria of quality, cost and servioeet

1.1.3 Value Innovation and Operational Performance

According to Bessant and Boer (2002) recent dewvedoys in society, markets,
technology and industry suggests that leading dsgtions need to find
configurations of processes, procedures, peoplehntdogies and organizational
arrangements that allows them to become continyaaisbvative. According to Boer
(2002) continuous innovation is the ongoing intdmac between operations,
incremental improvement, learning and radical iraimn aimed at effectively
combining operational effectiveness and stratedexilility, exploitation and
exploration. In seeking to develop a culture oftsarous innovation there needs to be
a focus on an organisation’s capability to reneWw aal part of its managerial
competencies and to create radically new competenan order to achieve

congruence with the changing business environniergde, Pisano & Shuen, 1997).



The need to deliver value-adding products or sesvif exceptional quality, on time,

at a competitive price is prompting organisatiomséek to operate more efficiently
and to ensure they have effective operational mse (Hill, 2005; Slack, Chambers
& Johnston, 2007). Thus, organisations attemptigheet these objectives need to
pay attention to their operational effectivenesshasis a primary driver of business

performance (Slack, Chambers & Johnston, 2007).

Operational effectiveness involves improving precesrformance by leading and
controlling the processes within the firm as wedl measuring and improving the
processes. A better use of resources through theee processes enables the
organisation to eliminate waste, adapt more apmtgptechnology innovation and
therefore perform better than competitors (Port996). The five performance
dimensions or objectives an organisation seeks uléll fto attain operational
effectiveness include cost, quality, flexibilitypeed and reliability (Hill, 2005).
Improving on cost means that an organisation s#ekslimination of waste which
comes from efficiencies attained in processes sglpurchasing, production, and
staff performance. An appropriate disaggregatiothef cost components impacting
on the total cost performance of an organisatimegithe opportunity to identify the

areas for improvement (Slack, Chambers & John&0a7).

Furthermore, improving on quality provides an opypoity to bridge the gap of what
organisations are capable of offering and whatoensts demand. That is, viewing
quality as a consistent provision of services Huadtsfy customers rather than only

conforming to specifications without any clear ¢éoanbus improvement.



The third operational performance objective cossistbeing flexible which includes
an organisation’s ability to adjust to changesetgpond to customers (Slack, 1991).
Additionally, improving on speed prompts an orgatian to be able to shorten the
time between the service request and delivery®ftrvice with the frequency and at
the time that a customer requests (Hill, 2005).alyn reliability suggests that an
organisation’s processes consistently perform agedrd over time. That is,
customers are satisfied by organisations that geogervices that do not fail over a

period of time or with services that are deliveaschas been agreed (Porter, 1996).

Value innovation significantly shifts the businéssus especially for industries where
products remain similar and where product innovat@yeates only incremental
changes without major breakthroughs. These innowatiead to increased revenues
and growth in profits at usually low risk. Thisnsore evident in the online retailing
businesses that have been able to achieve significawth in revenues and profits at

low risk.

Tesco, the UK retailer, has similarly developedompetitive advantage through its
online grocery service in the UK. In 12 years, Tebas gone from zero to around $3
billion annual sales online of grocery productsoviting a profit of almost $200

million per annum. 850,000 active customers plaoeenthan 300,000 online grocery
orders each week (Peder & Richard, 2013). Apple adsolutionized the consumer
world through the iPod, then through the iPhonentthrough the iPad. However,
Apple did more than develop a good product, it ttgwed a good service through the
ecosystems of iTunes and iApps, similar to anogneat business model innovation

of Gillette (Johnson, 2010).



1.1.4 TheHote Industry in Kenya

The hotel industry plays a very important role ierga’s economy. It is a major

contributor to the Gross Domestic Product, creabbmvestment and employment
opportunities, foreign exchange earnings, and strfuature development as well as in
the expansion of the commercial sector. It providegployment both directly and

indirectly to thousands of people.This has positmpact in nearly every aspect of
the nation’s life through its linkages as expressedemand for goods and services in
the agricultural, textile, beverage, transport amertainment sectors. It has a
multiplier effect, which contributes to the genegalvernment revenue collection and
the overall social economic growth of the countnyaddition,it also plays a leading

role in wealth creation as well as in poverty ali¢ion (Kanyeki, 2012).

The growth of the hotel industry in Kenya is asatei with increased domestic and
international tourism. Kenya has the best develdp&el industries in sub-Saharan
Africa. This capacity is largely concentrated inifdhi, the Coast and the Parks. The
average demand for hotel and restaurants servigegips the available infrastructure
and significant opportunities exist for providers innovate and provide unique
services that appeal to the customers. The last yrars have seen tremendous

growth and significant changes to the restauramdscaffee shops in Nairobi.

Competition has also increased as more and moltet®wf this nature are being
opened every day. This has created the need fandases to innovate their products
and service in order to survive the cut throat cetitipn (Tatua,2013). Some have
succeeded to become pioneers in the industry thrdugr services and products and

have completely revolutionalised the industry tlgtouservice and product value



innovation. This study thus focuses on these imgustaders and pioneers and draw
an analysis of the product and value innovatioatsgies that they have adopted and

used to become key players of this industry.

1.2 Problem Statement

Although innovation is widely viewed from the peestive of technology changes
technology innovation differs from value innovati@nd is not a requisite for value
innovation; value innovation can occur with or waitih new technology (Thomas,

Richard & David, 2005).

The literature on value innovation draws more onefican, European and Asian case
studies. Colman and Buckley (2005) noted that comgsacan create blue oceans
through value innovation. Marcet (2008) also po#ist innovation could increase
companies’ competitiveness through creating nevinless in the blue ocean. Morris
(2007) demonstrates that organizations using bloeam strategy to meet the
challenge of innovation will bring themselves salnsial advantages with their
innovation. Chang (2008) did a case study of SamJintal and found that Samsung
successfully applied blue ocean strategy to cneasemarket space for their products.
Snell (2008) studied how Anheuser-Busch used bkeamw strategy to save their
costs. Menon (2008) researched Indian software senace business and suggested
that companies in the industries could use bluamatrategy to make their services
wider. Savage and Brommels (2008) explored howeate a blue ocean for medical

education in Sweden.



Locally Ngaruiya (2013) studied the applicationvalue innovation as the basis for
Blue Ocean strategy at Safaricom Limited and recended that firms in the
telecommunication sector should develop new prajwathance costs reduction and
improved their innovation processes in order toamacle performance. Nyambane
(2012) studied the challenges in the implementatioblue ocean strategies in large
indigenous banks in Kenya and found that insufficieformation and lack of clarity
are the most challenging aspects. Miano (2013) isudhe determinants of
implementation of blue ocean strategy in commeigoéalks in Kenya and found that
the factors which the banking industry needs taucedare time taken on queues,

operating costs, and overheads and indirect costs.

However, despite the enthusiasm with concept afievahnovation and blue Ocean
strategy, the literature in Africa and particulakgnya remains scanty. Additionally,
none of these studies focused on the value inmmvastrategies adopted by
restaurants in Nairobi, Kenya. This study souglotsptovide a value innovation
perspective using selected restaurants in NaitGdya and thus make contribution
to the the value innovation research and liteeah&ised on an African context. Blue
ocean strategy has been identified in literaturthadirst best way to create strategy
in the hyper competitive business landscape of 2st century (Kim and
Maughborne, 1999). This study sought to answefdiewing questions: what is the
extent of application of value innovation stratsgiae the selected restaurants in
Nairobi, Kenya? and what is the impact of appimabf value innovation strategies

on the operational performance of the selecte@uesitts in Nairobi, Kenya?
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1.3 Main Objective

The main objective of this study was to evaluat ithpact of application of value
innovation strategies on operational performanceedécted restaurants in Nairobi,
Kenya.
1.3.1 Specific Objectives
The specicific objectives of this study were:

i.  To determine the extent of application of valueowation strategies in

the selected restaurants in Nairobi,Kenya.
ii.  To establish the impact of application of valueowattion strategies on

operational performance of selected restaurart&irobi, Kenya.

1.4 Value of the Research

The purpose of this study was to evaluate evaliempact of application of value
innovation strategies on operational performanceetécted restaurants in Nairobi,

Kenya. Subsequently, the study findings will befulst the following parties:

The findings will inform the process of innovatiamd strategy development in the
hotel industry in Kenya by demonstrating practivalys of applying value innovation
in the organization strategy design. It will alsouseful to other organizations and the
government to further best practices in organiraéind business strategy design and
implementation. The researcher hopes that the stiltlgtimulate further interest and
more studies in the area of value innovation esgglgcin an African and Kenyan
context. It will contribute to the body of knowlezlgn the area of blue ocean strategy
which has been identified in literature as thetfivest way to create strategy in the

hyper competitive business landscape of th& @dntury.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter presents an overview of existingdit@re on value innovation to provide
the theoretical background of the study. For theapses of comparing the findings of
this study with previous findings of similar stusli@ review of the empirical literature
is included. The chapter concludes by presentisgramary of the literature review

and the research gaps identified.

2.2 Innovation

Innovation is about finding a new and better wayd things. It is about the
exploitation of new ideas that bring about the togaof a new product, process,
service, a new business system or a new method asfagement, that have a
significant impact on productivity and growth. Irvadion is change that creates a new
dimension of performance. It may mean the exploitadf new technology and the
deployment of serious creative thinking to provigev value. Ultimately, innovation
is all about bringing new value to customers (Hk&se, Francis, Marshall, & lan,

2002).

Competition is a major determinant of innovatidrhds never been as intense as it is
today in a global marketplace where many businesses weakening demand,
climbing costs, pressure on pricing and numeroulerotdrivers of change.
Competition encourages the adoption of innovatias, companies seek to make

progress in their competitiveness so as to praspeigrow in the marketplace.

12



Innovation can help a business to stay fresh ambaps even to reinvent itself if
required as conditions in the marketplace changeJation fosters economic growth
in the global marketplace and kick starts the peaisibility of new markets, enabling
companies to reach new customers with current ptsdand services and to offer
existing customers attractive and sometimes exgitgw products and services. This

is why innovation is such an important strategstiestoday (Hesselbein, 2002).

Tidd et al (2005) argue that there are four typesovation. The first is Product
Innovation which involves development of new pragumr improvements on existing
products. The second is Process Innovation whemeespart of the process is
improved to bring benefit. The third is Positionitgiovation whereby the market
positioning of a product is changed to capture meavket segments. The fourth is
Paradigm Innovation which aims to capture new opymities for innovation through

reframing of the mental model or the way we look@nething.

2.2.1 Value Innovation

Value innovation implies a radical change in thecaption and/or delivery of value
in an industry. It implies a rupture with the dowmiri logic of doing business and not
necessarily the existing technology platforms amsd sach creates new market
opportunities and new ways of competing (Paul le2088). Many companies across
the globe are facing increasingly intense comjpetiind hence profitable growth has
been a great challenge in recent times. This lthsdmpanies to pursue innovation in
order to remain relevant in the market place seurapeting for a share of contracting

markets is not the best strategy.

13



Value innovation, the cornerstone of blue oceaatatyy, is the simultaneous pursuit
of differentiation and low cost, creating a leapvialue for both buyers and the
company (Amit and Zott, 2012). Because value toelbsixomes from the offering’s
utility minus its price, and because value to tlenpany is generated from the
offering’s price minus its cost, value innovatiah achieved only when the whole

system of ultility, price, and cost is aligned.

There are three basic building blocks of strate@@mpetitors, customers and
capabilities. Regarding these three, value innasageek radically superior value to
make competition irrelevant, targeting the massuyfers by following non customers
closely and are willing to combine the capabilit@sother firms. Value Innovation
identifys the innovation that occurs when organaal members are working on
identifying better (new) ways to serve their cutrenstomers, and are identifying

new marketg Lynda, Nina, David and James , 2005).

Value innovation links innovation to what the madsbuyers value (Hamel, 2000;
Matheson and Mathcson, 1998). Value innovatorsfieel@roblems and frame them
in terms of performance criteria that matter to toogers. Value innovators
successfully translate innovations into profitatdenmercial ventures (Hax, 1989). In
the summary of findings and conclusions from thanoid on competitiveness from
its year-long National Innovation Initiative theuncil states that the past 25 years
were spent on optimizing organizations for efficigrand quality, over the next
century we must optimize our entire society foramation (Wayne and Palmisano,

2004).

14



2.3 Conventional Logic versusValue Innovation Logic Theories

There are several theories of strategy in liteeaturd practice. The most significant of
these theories that provide a clear contrast with blue ocean strategy/value
innovation strategy theory are: Michael Porterothef competitivenes, the resource
based view theory and the srtategic positioningmhe According to Porter (1985),

industry structure is determined by five competitiorces (the power of buyers, the
power of suppliers, the threat of new entrants, thireat of substitutes and rivalry
among suppliers). Porter’s five forces model higiis the interplay between the
suppliers, buyers, new entrants, substitutes, addsiry competitors in order for a

business entity to gain competitive advantage.

According to Porter (2004), analyzing an industiytéerms of the five competitive
forces would help the firm identify its strengthsdaveaknesses relative to the actual
state of competition. The collective strength afsa forces determines the ultimate
profit potential of an industry. The publication Bbrter's Competitive Strategy in
1980 initiated the era of generic strategies. Thyeseeric strategies were supposed to
inclusively represent the three ways in which agaaization could provide its
customers with what they wanted at a better piocanore effectively than others.
Essentially, Porter maintained that companies coengéther on price (cost), on
perceived value (differentiation), or by focusing @ very specific customer (market

segmentation or focus).

The RBV theory shows that a firm can find strateggiccess through the acquisition,
development and deployment over time of scarceuress and skills which are either

unique in themselves or in the way they are contbwigh other assets.
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The RBV claims that the acumen and experience afagers and their ability to
create unique advantages in the marketplace iguwliff if not impossible, for other
firms to emulate or compete away, which lay thenfitations for value creation and

sustained competitive advantage (Tampoe, 1994).

Grant’s (1991) offers a description of the chamasties of strategic assets, namely,
durability, transparency, transferability, and regbility. Strategic positioning is a

differentiation tactic by customer segment, witle thoal to dominate one market
niche as much as possible, thus matching produatmsts, locations, price and
product to maximize the returns on investment (RGW) that combination. The

primary benefits are to gain market share dominaand keep margins as high as
possible to maximize profits. By matching the comnaltion of the four factors to

market niches, a company can optimize its markaeation and its operations to
serve those market niches (Stata, 1999). Comparsiesstrategic positioning when
they consciously decide to expand their businessdifferent market segments than

they are in currently.

Miano (2013) notes that blue ocean strategy istallyonew strategy which leads
companies to leave current market and go into dmawn market to reduce their
costs and capture new customers from other inégsthierefore enhance companies’
competitiveness. This new market actually existefibte but ignored by most of the
managers. Traditional strategies and theoriesiaaliy demarcate the border of
industry and help a lot for companies’ competitinoncurrent market. However, the
industry defined by old theory might be a fake ohlee service and products which

can bring companies most profits may be ignoredltyndustry.
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Obviously substitute products and other factorsedly or indirectly affected
competition in these industries but their roles @y@ginalized. In many industries
especially in sunset industry, as the raising & tosts and reducing of profits,
companies’ survival faces serious threats. It exdfore useless and meaningless to
use traditional strategies to capture current &chitmarket. This should prompt

companies to pursue blue ocean strategy in ordsedoch for a new market without

competitors.

Table 2. 1. Differences between Convectional Strategy L ogic and Value

I nnovation

The five dimensions
of strategy

Convectional focus

Value I nnovation focus

Industry assumptions

Industry conditions are giv

Industry conditions can t
shaped

Strategic focus

A company should buil
competitive advantages.
The aim is to beat the
competition.

Competition is not th
benchmark. A company
should pursue a quantum
leap in value to dominate
the market.

Customers A company should retain and A value innovator targets
expand its customer base | the mass buyers and
through further segmentation willingly lets some
and customisation. existing customers go. It
It should focus on the focuses on the key
differences that customers | commonalities in what
value. customers value.

Assets and A company should leverage | A company must not be

capabilities its existing assets and constrained by what it

capabilities.

already has. It must ask,
what would we do if we
were starting anew?

Product and Service
Offerings

An industy’s traditional
boundaries determine the
products and services a
company offers. The goal is
maximise the value of those
offerings.

A value innovator thinks i
terms of the total solution
customers seek, even if
dhat takes the company
beyond its industry’s
traditional offerings.

Source: Kim and Maughborne (1999)
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2.4 The Platfor ms of Value Innovation

Value innovation is created in the region where anpgany’s actions have a
favourable effect on both the cost structure anel ¥hlue proposition to your
customers. Value innovation is the art of makinghpetition irrelevant by creating
such a leap in value for your buyers and compamy ffou open up new and
uncontested market space and swim in a sea ofgnigsfiNgaruiya, 2013).There are
three distinct platforms on which value innovaticen take place: product, service
and delivery. The product platform is the physipedduct; the service platform is
support such as maintenance, customer service,amtas, and training for
distributors and retailers,- and the delivery gatf includes logistics and the channel
used to deliver the product to customers (Kim arailyhborne, 1997).Through these
three platforms companies can fundamentally shétstrategy canvas of an industry
by reorienting its strategic focus from competittrslternatives, and from customers
to noncustomers of the industry. The strategy camamtains two parts, a diagnostic
and an action framework. The former one refershi durrent state of play in the
know market space. The latter one is a four acframeworks can be used to

formulate a new blue ocean for companies in exjstiarket.

Product innovation is the introduction of a newdurct, or a significant qualitative
change in an existing product. Product innovatiorey be tangible manufactured
goods, intangible services, or a combination oftéi@ Current competitive pressures
drive firms to introduce higher-quality productsster and at lower cost than
competitors, a challenge that is becoming increhgimmportant in the rapidly-

changing world (Barnett and Clark, 1998).
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Product innovation can be categorised in the falowiive categories: a modified
version of an existing product range; a new modethe existing product range; a
new product outside the existing range but in alaimfield of technology; or a totally
new product in a new field of technology. Evidgnds one moves up the scale from
the first category to the fifth, the degree of imative effort and risk-taking on the
part of the firm is likely to increase significantlProduct value innovation aims for
this kind of disruptive innovation but at a lowkiso the company (Geroski and

Mazzucato, 2002).

Service innovations are very easily copied thardpecod innovations and are not as
much well protected as the product innovations. ®hl protection for a service
company is to keep on moving, to embed innovatisnaa integral part of the
management process (Peder and Richard, 2013).c8erpresent different views of
value as perceived by the customer and other gayerolved. Thus different
organizations will use different business models ¥alue creation, delivery and
capture. The essence of a business model isttafines the manner by which the
business enterprise delivers value to custometgesncustomers to pay for value,
and converts those payments to profit (Teece, 208 ®usiness model describes the
rationale of how an organisation creates, delivansl captures value. This could be

economic, social or other forms of value (Ostenealahd Pigneur, 2010).

Peder and Richard (2013) provide a summary of ¢menconly agreed elements that
contribute to successful service innovation, nametyattractive value proposition for
all stakeholders, a clear business (or commeracmdylel, a single service system

delivering a variety of customer experiences, suggb by technology and
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information systems, alongside other key resoursash as capital, people, land,
buildings, transport, and inventory. They furthetenthat many firms are and have
been successful for a time being able to innovateyever, the key challenge is

whether a firm can continue to innovate in theivge provision.

The Service Innovation Triangle (SIT) provides ategrated view of value creation
through service innovation, encompassing multiptgspectives (their firm, their
customers, and suppliers) across the key elemantsdoes not limit innovation to
linear development. Service innovation provides mheans to lead the search for
greater value, however it is defined, such as atreayicker, or cleaner; whoever is
involved: customers, the firm, or suppliers. Hen@dye sits at the top of the SIT, and
the three sides of the triangle represent the maities involved. Hence, successful
service firms have innovation integrated into thdéaily strategy and operations.
Value driven service innovation provides new ortdreservices motivated by value
creation for the organisation, its customers, seppland partners, which is based on
the organisation’s innovation potential and realisthrough the management

innovation ability (Peder and Richard, 2013).
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Figure 2.1: Servicelnnovation Triangle
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Source: Peder and Richard, 2013

2.5 Evaluating the Impact of Value Innovation on Business

Performance

Unlike the traditional approach in strategy whewaldy and cost are seen as tradeoffs
such that when a product is perceived to be ofdrigfuality, then the price is also
high, value innovators strive to keep their costs hence reaching the critical mass
of buyers at a fairly price while at the same tioffering a radically superior buyer
value. This is the hallmark of value innovation @his the cornerstone of blue ocean

business strategy (Ngaruiya, 2013).

In over two decades study focusing on companiewén thirty industries, contrasting
high-growth companies and their less successfulpetitors, Kim and Maughborne
(1997) report that although 86% of the launchesewkne extensions-that is,
incremental improvements-they accounted for 62%otai revenues and only 39% of
total profits. The remaining 14% of the launcheshe true value innovations
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generated 38% of total revenues and a whopping ©1%otal profits. Value
innovation leads to increased revenues and grawigbrofits at usually low risk,

where risk can be interpreted to mean growth atdagsiness costs .

Lewis (2005) used blue ocean strategy and proptisedt contributes positively to

competitiveness within an industry through qualifyproducts and services. Snell
(2008) noted that applying blue ocean strategyrmake a corporate more profitable
while improving the cost structure. Motley (200®)péed blue ocean strategy to the
banking industry and found that it can reduce cobtgperations and increase profits
by entering different market segment without coritpet. Shen and Zhang (2008);
Kim, Yang and Kim (2008) demonstrated that blueaocstrategy help third party
logistics companies strengthen their core competitss and lower their costs.
Business performance in this study will be evaldaising operational performance

using the criteria of high quality, low cost andwsee time.

2.6 Empirical Review of Value lnnovation Studies

Blue ocean strategy has been treated by many sshak a good strategy for
companies to create uncontested market in which petition is irrelevant.
(Layton,2005; Webber, 2005; Kehnen, 2006; McClenal&®05; Srinivasan, 2006;
Sarfati,2006; Kiley, 2005; Gordon, 2005; Schered20Madan, 2007; Goldberg,
Godwin and Cannon, 2006; Andersen & Strandskov828@ar, 2008). Dahl (2005)
proves that blue ocean strategy is widely usedumgessful companies. Abraham
(2006) suggests that correctly defining the maskeice of companies help companies
find an industry they have monopoly in. Sheehan \éaidlyanathan (2009) state that

blue ocean strategy enable managers to capturaeuaajue for consumers.
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Bowman (2008) criticizes the blue ocean stratedii@s that they define competition
in the industry too narrow. The alternatives custmsnconsider to meet their needs
might include a range of similar products, or saraey different products. Lynda and
James (2005) provide a summary of research onrfatitat contribute to innovation
and posit that organizations whose employees hatemamy to make decisions and
speak out about issues are more innovative. Theg altribute innovation to
openness to change and cultures where it is pahieige take risks and learn from
failures. Business planning, business intelligeaod decision making also affect
innovation in organizations, while organizationaltrustures that support

communication and facilitate learning also contiéto innovation.

Mohanty (1999) evaluates value innovation from epective of Indian firms and
concludes that companies have varying potentialsirfioovation characterized by
multiple dimensions. There are critical processésclv contribute to the growth,

survival and death of companies.

Paul, Koen and Liselore (2008) examine value intiowain the functional foods

industry. They provide a typology of value innoeatiwhere the first dimension
builds on the non-acceptance of the traditionabrgtr power play and adverse
relations in the chain which they call “breaking thominant chain logic”. The second
dimension originates in the non-acceptance of theyrt thinking that often is taken
for granted in the upstream parties’ industry whilety call “breaking the dominant
product logic”. Additionally they emphasize thaiuea innovation often implies the
emergence of inter-industry segments, and resultshe convergence between

different industries (Broring et al., 2006).
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Kang and Young (2006) did a Study on the creatiakies innovation strategy and
hence provide a methodology of value innovatiorodigh a step-wise process of
creative value design which involves value analysdue formation, value creation,
value design and value evaluation using scientificls. Jaka and Carlos (2011)
studied value proposition as a catalyst for a cuostofocused innovation. By
contributing to a better understanding of the vapreposition concept and its
correlation with innovation, they provide a frameaWwowhich gives a better
understanding of the structure of a value propasiind its role in the innovation
process. The PERFA (performance, ease of usebifdliaflexibility and affectivity)

framework offers guidance on what aspects to improv innovate on business

innovative offerings in order to generate valuedostomers.

Kyengo (2009) surveyed the adoption of Blue Oceaategy by mobile content
providers in Kenya. Through interviewing managersaur mobile companies, the
study noted that there was evidence of blue octategy orientation among the
firms and concluded that competition could not btalty ignored in the sector.
While it was the first study on BOS to be done aen¥fa, it only focused on the
telecommunications sector and did not address hows fcan use the strategy to

grow but rather documented the practice of the Sarttee industry.

Nyambane (2012) studied the challenges of implemgr&OS in banks in Kenya.
Interviewing strategy managers of three largest memnsial banks in Kenya, the
study found that the banks focused on blue oceaegies to create and sustain
their market share. However, this study was limib@dthe scope by the fact that it

only focused on indigenous banks and not the eimihestry.
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Further, it only addressed the challenges of implmg BOS and not the
application of the strategy in the industry. Abiah@2010) studied the strategies that
Equity bank uses to compete. The study used seppddsa and found that the bank
a number of strategies including blue ocean styategompete in the industry. The
study was limited in scope as it was a case stather than a survey. Being a case

study, it cannot be generalized to the entire itrgtus

2.7 Research Gaps

The review of literature on value innovation andebbcean strategy reveals that the
literature on the two areas in an African and Kengantext is scarce. Thus this study
serves the purpose of bridging the knowledge gaprbyiding an application study

of the use of value innovation and blue oceaneggsatoncept in a Kenyan context

thus bridging the knowledge gap.

2.8 Conceptual Framework

Value innovation helps companies create blue oce#msugh pursuit of

differentiation and low cost at the same time. alonovation does not trade off
costs with quality since it aims at creating valolecustomers. This means that value
innovation attempts should lead to high qualitydquats or services which expose the
business to low investment risks due to a low ebstcture. Thus the independent
variables include product value innovation and iserwalue innovation while the

dependent variable will be operational performaasealepicted by Quality, Cost and

Service Time.
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Figure 2.2: Conceptual Framework
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter sets out various stages and phasewdha followed in completing the
study. It contains the blueprint for the collectiomasurement and analysis of data. In
this section the researcher identifies the proasiand techniques that was used in
the collection, processing and analysis of datacHpally the following subsections
are included; research design, target populatiata @ollection instruments, data

collection procedures and finally data analysis

3.2 Research Design

This study used a cross-sectional survey of thecsad restaurants. A cross-sectional
survey seeks to examine an issue across a populaitiorganizations at a particular
point in time. The aim of the study is to evalutite impact of application of value
innovation strategies on operational performanceedécted restaurants in Nairobi,
Kenya. Given the objectives that the study souglasichieve, a descriptive survey was

best suited for the study.

3.3 Population of Study

The study population was all the restaurants inrdt&i Kenya which are

approximately 30,000 restaurants (Nairobi City Ggua014).
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3.4 Sampling Design and Procedure

This study used two stage sampling. The first steggel purposive sampling to select
the restaurants from which the study collected .d&lt@ second stage used stratified
random sampling to select the employees who werestildy respondents. Stratified
random sampling technique was used since the rdsptsare not homogeneous and

could be divided into groups or strata to obtaie@esentative sample.

A sample of 30% was drawn from within each grougiaportions that each group
bears to the study population. Kotler (2001) argtines if well chosen, samples of
about 30% of a population can often give good bditg. The selection was as

follows;

Table 3. 1. Study Sample size

Sections Population (Frequency) | Sample Ratio | Sample
Managers 16 0.3 5
Supervisor 3C 0.2 9

Staff 254 0.2 76
Total 300 90

Sour ce; Nairobi Central Restaur ants, 2014

3.5 Data Collection

Primary data was collected by use of questionnaifée questionnaires included
structured and unstructured questions. The quewtioes were self-completed and
collected within two weeks of delivery. Questiomeaitems may be closed ended or
open ended type. Likert- scales use fixed choispaese formats and are designed to
measure attitudes or opinions by measuring levélagreement / disagreement

(Bowling, 1997).
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Likert-scales were used in this study to opearatina the study variables and hence
compute a composite index for each variable fgregsion purposes. In the open

ended type of questions, the respondents statedélsponses as they wished.

3.6 Validity and Reliability

This study utilized content validity for ensurirtat the experimentation does provide
sufficient coverage of the study subject. Additiynain order to achieve a good
report on the findings, the reliability of this diuwas ascertain through pre-testing of
the research tool using a group of 5 respondent&img in the hotel industry but
working outside the selected restaurants. This d@se to ensure that the actual
participants are not engaged in the pilot studyiciwhwould otherwise compromise

the outcome of the study findings.

3.7 Data Analysis

Once data was collected, it was cleaned and cadedmeaningful parameters that
can be read by the computer for ease of analysis.dd@termine the extent of
application of value innovation strategies in tekested restaurants, the data collected
was analysed by use descriptive statistics withhblp of Statistical Package for
Social Sciences (SPSS), and presented throughefneas, percentages, means and
standard deviations. Data collected using the rtikeales on product and service
value innovation was analysed and presented througgms and standard deviations

to determine the extent of application of valueowation strategies.
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To determine the impact of value innovation streegn operational performance
regression analysis was conducted to determineirtipact of the independent
variables (Product Value Innovation, Service Valmeovation) on each operational

performance indicator (quality, cost and serviogedi of the selected restaurants.

The model below was applied to establish whetheretrexisted any relationship
between the dependent variable and the indeperndeables.

vy =a +Bix; + BoX2 + & where: Y is the dependent variable (Operational Perforrea
as depicted by quality, cost and service tinfg)being the coefficients,;Xs the
independent variablex; Being Product value innovation, anglbeing service value
innovation and a being the constant while & error term. The outcome of the
analysis was presented in the form of tables, pigrts, bar charts and graphs to

ensure that the information is clearly understood.
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CHAPTER FOUR: ANALYSISAND DISCUSSION OF RESULTS

4.1 Introduction

In this chapter the research findings are presemedalue innovation strategies and
operational performance of selected restaurantairobi Kenya. The findings were
obtained using questionnaires administered to 9(plames of the selected
restaurants in Nairobi, Kenya. The findings werespnted using pie charts, bar

graphs and tables. The chapter also contains discusf the data results.

4.2 The Study Response Rate

The study targeted 90 employees of the selectédurasits in Nairobi. The objective
was to determine the impact of application of valn@ovation strategies on
operational performance of selected restauranigirobi, Kenya. The questionnaires
were distributed to respondents through drop arek phethod. Out of the 90
guestionnaires sent, 66 questionnaires were cetetully completed making a
response rate of 73%. This gave a fair responsedexnonstrating willingness of the

respondents to participate in the research.

4.3 Demographic Characteristics of the Respondents

The respondents were both male and female. Thsirilaition is as shown in the

table 4.1 below.
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Table 4.1: Gender Distribution of the Respondents

Gender Frequency Percentage
Male 28 42

Female 38 58

Total 66 100.0

Table 4.1 above shows the findings on the gendénefespondent, the study found
that majority of the respondent are female, as shbya percentage of 58% while
42% were male. The results indicate that the safleotstaurants had more female
employees compared to male employees which is anmmphenomenon in the hotel

industry.

4.4 Descriptive Statistics on the Variables

This section used descriptive statistics to givedterall image of the variables to the
study. In this section standard deviation and masn used to discuss the value
innovation factors that affect operational perfonee of selected restaurants in

Nairobi, Kenya.

4.4.1 The Extent of Application of Product Value | nnovation Strategies

Data on product value innovation strategies asfitisé independent variable was
analyzed descriptively to give the overall image tbéir effect on operational
performance.

The table 4.2 below provides the findings te extent of applicationf product

value innovation strategies in the selected reatdsrin Nairobi, Kenya. The scale
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that was used was a likert scale of five wherenbtat all, 2 = small extent, 3 =

moderate extent, 4 = large extent, 5 = very largerg.

Table 4.2: Descriptive Statistics on the Extent of Application of Product Value

Innovation Strategies

Std.
Product Value I nnovation Strategies M ean Deviation
We continuously modify existing products 3.85 0.86
We continuously introduce new products to our cneis 3.85 0.72
Our product improvement initiatives rely on exigtin 3.38 0.76
processes
Our processes are determined by product requirsment 341 0.89
We consider customer feedback when improving/ 3.5¢ 0.6
reviewing our products
Aqggregate Scores 3.61 0.78

As shown by the aggregate data mean of 3.61geitident that the restaurants applied
product value innovation strategies to a large réxterom the standard deviation of
0.78, it is evident that the individual statemestsndard deviations are close to this
aggregate standard deviation indicating low vaiei among the respondents’

responses.

The study found that the restaurants continuoushgified existing products and
continuously introduced new products to their coecs to a large extent as shown by
a mean of 3.85. The restaurants considered custémeelback when improving/
reviewing their products to a moderate extent asvatby a mean of 3.56, determined

their processes by product requirements as showa iogan of 3.41 and performed
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their product improvement initiatives based on #xgsprocesses as shown by a mean

of 3.38.

This supports the literature by company Geroski Badzucato (2002). Who found
that firms can pursue product value innovation mdifying a version of an existing
product range, creating a new model in the exigtiragluct range, developing a new
product outside the existing range but in a sinfield of technology or developing a
totally new product in a new field of technologymang to find a disruptive

innovation at a low risk.

4.4.2 Other Product Value Innovation Strategies adopted by the Restaur ants

When asked to give other product value innovatioaitesgies adopted by the selected
restaurants, the study respondents noted that itiedyde: creating collaboration

teams for product innovation, early feasibility t,eg of product concepts and

engaging in continuous product innovation in ortterstay ahead of others in the

market.

The findings support literature as demonstratedmany scholars who argue that
value innovation and blue ocean strategy at lasge good strategy for companies to
create uncontested market in which competitiomred@vant. (Layton,2005; Webber,
2005; Kehnen, 2006; McClenahen, 2005; Srinivas@@62Sarfati,2006; Kiley, 2005;
Gordon, 2005; Scherer,2007; Madan, 2007; Goldb@agwin and Cannon, 2006;

Andersen & Strandskov, 2008; Azar, 2008).
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Dahl (2005) also argues that value innovation dod bcean strategy is widely used
by successful companies. Abraham (2006) suggeststinrectly defining the market

space of companies help companies find an indtis¢ry have monopoly in. Sheehan
and Vaidyanathan (2009) state that blue oceaneglyagdnable managers to capture

unique value for consumers.

4.4.3 The Extent of Application of Service Value Innovation Strategies

Data on service value innovation strategies wadyaed descriptively to give the
overall image of their effect on operational pemiance of the selected restaurants.
The table 4.3 below presents the findings on servalue innovation strategies of
selected restaurants in Nairobi, Kenya. The S¢alewas used was a likert scale of
five where: 1= not at all, 2 = small extent, 3 =damate extent, 4 = large extent, 5 =
very large extent.

Table 4.3: Descriptive Statistics on the extent of application of Service Value

Innovation Strategies

Std.

Service Value Innovation Strategies M ean Deviation
We provide unique customer experience 4.3¢ 0.5¢
We provide unique customer experiences to difff  4.0¢ 0.52
categories of customers
We continuously review / change our business psases  3.79 0.54
Our organization is structured in a flexible manner 4.02 0.43

3.60 0.81

Our organization devotes adequate resources tooH
service delivery

Employees have flexibility in determining the besty tq  4.14 0.57
offer service

Our operations are highly dependent on technology 4.04 0.40
Relevant information is edéy available at the point 3.80 0.61
need

Aqggregate Scor es 3.98 0.56
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As shown by the aggregate data mean of 3.98, ivident that the selected
restaurants adopted service value innovation siiegeto a large extent. From the
standard deviation of 0.56, it is evident that fhdividual statements standard
deviations are close to this aggregate standardatitav indicating low variations

among the respondents’ responses.

The study found that the restaurants provided wnigustomer experience to a large
extent as shown by a mean of 4.39, their emploadglexibility in determining the

best way to offer service to a large extent ascatdid by a mean 4.14, they provided
unique customer experiences to different categaiasistomers to a large extent as
shown by a mean of 4.09, their operations wereljidapendent on technology to a
large extent as shown by a mean of 4.04 and thestaurants were structured in a

flexible manner to a large extent as indicated leamof 4.02.

Additionally, the restaurants availed relevant ination at the point of need to a
large extent as shown by a mean of 3.80, reviewedged their business processes
to a large extent as shown by a mean of 3.79 aswlddvoted adequate resources to

support service delivery to a large extent as shioyva mean of 3.60.

These findings support the literature by Peder Riuthard (2013) which provide a
summary of the commonly agreed elements that duri&rito successful service
innovation namely: an attractive value propositifun all stakeholders, a clear
business (or commercial) model, a single servicgtesy delivering a variety of
customer experiences, supported by technology afodmation systems, alongside

other key resources, such as capital, people, lanldiings, transport, and inventory.
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4.4.4 Other Service Value Innovation Strategies adopted by the Restaurants
Responding to the question of other service valnevation strategies adopted by the
selected restaurants, the study respondents gavéoltbwing strategies: gathering
customer feedback data for use in future servigevation and improvements,
dedicating and investing resources in service iatiowm initiatives, developing and
nurturing a service innovation culture and learnindeveloping and implementing
service innovation policies and schemes and integyascientific approaches in

service innovation.

The findings above are consistent with Peder actid®d (2013) who posit that many
firms are and have been successful for a time bedhg to innovate however the key
challenge is whether a firm can continue to innevattheir service provision. Hence,
successful service firms have innovation integraited their daily strategy and
operations. Value driven service innovation prosidew or better services motivated
by value creation for the organisation, its custneuppliers and partners, which is
based on the organisation’s innovation potentidl malised through the management

innovation ability.

4.5 Oper ational Performance of the Selected Restaur ants

Data on operational performance indicators wasyaedl descriptively and returned

the results below.

The table 4.4 below presents the findings on perémce on the quality dimension of
selected restaurants in Nairobi, Kenya. The sd¢wdé was used was a likert scale of
five where: 1 = Strongly Disagree, 2 = Disagree, [8eutral, 4 = Agree, 5 = Strongly

Agree.
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Table 4.4: Descriptive Statistics on Quality Performance of the selected

Restaur ants
Std.

Quality Performance M ean Deviation
Overtime we have seen improvement in our product 4-37 0.57
quality
Over time customer complaints have been reducjng 35 4. 0.66

. : . 3.93 0.79
Over time we have seen an increase in customers
who always prefer our restaurant
Aqggregate Scores 4,22 0.67

As shown by the data aggregate mean of 4.22¢itident that the respondents agreed
on the quality performance indicators of the seléatestaurants. From the standard
deviation of 0.67, it is evident that the individlséatements standard deviations are
close to this aggregate standard deviation indigalow variations among the

respondents’ responses.

The respondents agreed that they had overtime isg@ovement in their product
quality as shown by a mean of 4.37, that over toustomer complaints had been
reducing as shown by a mean of 4.35 and that averthey had seen an increase in

customers who always prefer their restaurant assiy a mean of 3.93.

This shows that the restaurants had adopted guabityagement strategies as a way
of enhancing operational performance. Alberto aravielt (2002) note that
traditionally quality has been defined in termscohformance to specification and
hence quality-based measures of performance haesdd on issues such as the

number of defects produced and the cost of quality.
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With the advent of Total Quality Management (TQMg ttmphasis has shifted away
from conformance to specification and moved towasdstomer satisfaction. This
allows firms to obtain high levels of quality pemftance in order to improve or, at

least, maintain their level of competitiveness.

4.5.1 Other Quality Improvement Strategies adopted by the Selected Restaur ants
When asked to provide other quality improvemerdtsgies that the restaurants were
applying, the respondents provided the followintatstgies: developing a quality
control systems that monitor incoming material, kvar progress and the output,
undertaking customer needs analysis and integratiey needs in service and
product design, creating a system and training eyegs on strategies they can use in
reducing order errors, enhancing food packagingrnter to keep food hot and
improve satisfaction, encouraging teamwork to redoicler errors and ensure quality

output.

These findings are consistent with the views ofclSIé1991) improving on quality
provides an opportunity to bridge the gap of whegaaisations are capable of
offering and what customers demand. That is, vigwiuality as a consistent
provision of services that satisfy customers rathigan only conforming to

specifications without any clear continuous improeat.

The table 4.5 below gives the findings on perforogaen the cost dimension of
selected restaurants in Nairobi, Kenya. The S¢alewas used was a likert scale of
five where: 1 = Strongly Disagree, 2 = Disagree, [8eutral, 4 = Agree, 5 = Strongly

Agree.
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Table 4.5: Descriptive Statistics on Cost Performance of the Selected Restaur ants

Std.
Cost Performance M ean Deviation
3.65 0.78
Changes adopted have lowered operational costs
Changes adopted usually result in reduced resaqurce 3.76 0.7¢
usage e.g. staff numbers requirements
Aqggregate Scores 371 0.79

As shown by the data mean of 3.71, the respon@greed on the cost performance
indicators of the selected restaurants. From tuedsird deviation of 0.79, it is evident
that the individual statements standard deviatamesclose to this aggregate standard

deviation indicating low variations among the raspents’ responses.

The respondents agreed that changes adopted hatebbwperational costs as shown
by a mean of 3.65 and that changes adopted hallect$n reduced resource usage

e.g. staff numbers requirements as shown by a E2u76.

This shows that the restaurants were enhancing tparational effectiveness as
demonstrated by Hill (2005) that improving on costans that an organisation seeks
the elimination of waste which comes from efficiexscattained in processes such as
purchasing, production, and staff performance. pprapriate disaggregation of the
cost components impacting on the total cost peréoice of an organisation gives the
opportunity to identify the areas for improvemefack, Chambers & Johnston,

2007).
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4.5.2 Other Cost Reduction Strategies adopted by the Selected Restaur ants

When asked to provide other cost reduction strateghat the restaurants were
applying, the study established other cost redodtoategies that were being used by
the selected restaurants. The restaurants wer@wngrtheir inventory systems so as
to reduce materials handling costs and waste, weteducing better menu
management strategies to reduce food service casts implementing labour

scheduling strategies to reduce labour costs.

This finding demonstrate that the selected restdasiravere improving on their
operational efficiencies and concurs with Corbetl &an Wassenhove (1993) who
define efficiency as the best possible use of @Hilable resources in order to
maximize output. This results in low cost produittanks to the reduction of waste

and enables the organization to give value to custs.

The table 4.6 below gives findings on the perforogaan service time dimension of
selected restaurants in Nairobi, Kenya. The sdwéwas used was a likert scale of
five where: 1 = Strongly Disagree, 2 = Disagreg, [Seutral, 4 = Agree, 5 = Strongly

Agree.
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Table 4.6: Descriptive Statistics on Service Time Performance of the Selected

Restaur ants
Std.

Service Time Performance Mean Deviation
Changes put in place have reduced customer waliting 3.8¢ 0.61
time
We have ways of keeping customers occupied as 4.24 0.68
they wait to be served

_ _ 3.66 0.59
We always inform customers of expected seryice
time
Aggregate Scores 3.92 0.63

As shown by the data mean of 3.92, the respondegrsed on the service time
performance indicators of the selected restaurdfrtsm the standard deviation of
0.63, it is evident that the individual statemestsndard deviations are close to this
aggregate standard deviation indicating low vaiai among the respondents’

responses.

The respondents agreed that the restaurants haslofi&eeping customers occupied
as they wait as shown by a mean of 4.24, that dsapgt in place had reduced
customer waiting time as shown by a mean of 3.8bthat the restaurants always

informed customers of expected service time as sHpna mean of 3.66.

This demonstrates reliability and speed in custoseevice at the selected restaurants.
Which according to Alberto and Javier (2002) raligh means fulfilling delivery
commitments which may have a significant impactostomer satisfaction, while the

speed of production processes is measured asntigediapsing between materials
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reception and delivery of product to the customeorider to respond more rapidly to

customer demands.

4.5.3 Other Service Time Management Strategies adopted by the Selected

Restaur ants

When asked to provide other time management stestdbat the restaurants were
applying, the study found other service time manag@ strategies that the selected
restaurants were using. The respondents notedstimé of the restaurants offered
free drinks as customers waited, provided Wi-Fielinet services that allowed

customers to surf the internet as they waited Fairtorders while others were

integrating technology in customer service to betttimate wait times and improve

the process of alerting guests when their orders veady.

Therefore, the selected restaurants were findingswa improve service time and
hence customer satisfaction. This supports the weWorter (1996) that customers
are satisfied by organisations that provide sesvit@t do not fail over a period of
time or with services that are delivered as hasnkegeed. This can be done by
improving on speed by shortening the time betwéenservice request and delivery

of the service with the frequency and at the tiheg & customer requests (Hill, 2005).

4.6 The Impact of Application of Value Innovation Strategies on Operational
Performance of Selected Restaurants In Nairobi, Kenya

Regression analysis was done to determine the nsigigficance of the independent
variables (product value innovation and servicau@ahnovation) on the dependent

variable (quality) as presented in table 4.7 below.
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Table 4.7: Modd Summary for Quality Performance

Std. Error of the
Model R R Square | Adjusted R Square Estimate

1 .90% .819 793 .24895

The two independent variables (product value intioma and service value
innovation) that were studied, explain only 79.3%qoality Performance of the
restaurants in Nairobi, Kenya as represented badfested R This therefore means
that other factors not studied in this researchrdmrte 21.7% changes in the quality
performance of restaurants in Nairobi, Kenya. Ttuees further research should be
conducted to investigate the other factors (21.#4) affect the quality performance

of the restaurants in Nairobi, Kenya.

The ANOVA F-test was done to determine the quatitydel statistical significance

yielding the results shown in table 4.10 below.

Table 4.8: ANOVA Test for Quality Performance

Sum of
Model Squares df Mean Square F Sig.
1 Regressio 3.93: 2 1.96¢ 12.68¢ .001
Residual 29.76 63 155
Total 33.69: 65

The significance value is 0.0@ich is less than 0.05 shows the model is stedikyi
significant in predicting how product value innaeat and service value innovation
affect Quality Performance of restaurants in Ndjr&lenya. This was also supported

by the F calculated (12.684) was also less thafk ttritical (12.958).
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To determine the constants of the regression méatelquality performance the

regression analysis yielded the table 4.9 below.

Table 4.9: Regression Coefficients for Quality Performance

Unstandardized | Standardized

M odel Coefficients Coefficients |t Sg.
Std.
B Error Beta

1 (Constant 1.54 554 2.7z |.00¢
Product  Valug ,, 164 | .180 3.35 |.005
Innovation
Service  Valud g 187 | .421 324 |.003
Innovation

Dependent Variable: Quality Performance of Restasrian Nairobi, Kenya

Through the use of SPSS the figure in table 4.16vabwvas and the regression
equation obtained;
Y =154 +0.22X; + 0.59X, + ¢

The study found that when product innovation andise value innovation are kept
constant at zero, the quality performance of seteoéstaurants will be at 1.54. A unit
increase in product value innovation will lead toiacrease in quality performance of
selected restaurants by a factor of 0.22; a unieise in service value innovation will
lead to an increase in quality performance of seterestaurants by a factor of 0.59.
This shows that quality performance of the selectedtaurants has positive
relationship with service value innovation and prcdvalue innovation in that order.
This implies that service value innovation conttdmimore to quality performance of

selected restaurants.
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At 5% level of significance and 95% level of comfitte, product value innovation
had a 0.005 level of significance and service vatlnevation showed a 0.003 level of
significance hence is the most significance orefifect on quality performance of the

selected restaurants.

Regression analysis was done to determine the nsaglaficance of the independent
variables (product value innovation and servicai@ahnovation) on the dependent

variable (quality).

Regression analysis was done to determine the nsaglgficance of the independent
variables (product value innovation and servicai@ahnovation) on the dependent

variable (cost) as presented in table 4.10 below.

Table 4.10: Model Summary for Cost Performance

Std. Error of the
Model R R Square | Adjusted R Square Estimate

1 915 .837 .763 .24885

The two independent variables (product value intioma and service value
innovation) that were studied, explain only 76.3% @ost Performance of the
restaurants in Nairobi, Kenya as represented bwadiested R This therefore means
that other factors not studied in this researchirdmrte 23.7% changes in the cost
performance of restaurants in Nairobi, Kenya. Ttuees further research should be
conducted to investigate the other factors (23.#%4) affect the cost performance of

the restaurants in Nairobi, Kenya.
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The ANOVA F-test was done to determine the cost ehatatistical significance

yielding the results shown in table 4.11 below.

Table 4.11: ANOVA for Cost Performance

Sum of
Model Squares df Mean Square F Sig.
1 Regressio 3.634 2 1.¢88 12.682 .0C2
Residual 29.75 63 .155
Total 33.684 65

The significance value is 0.00ich is less than 0.05 shows the model is stedilyi
significant in predicting how product value innaeat and service value innovation
affect Cost Performance of restaurants in Nairkbnya. This was also supported by

the F calculated (12.682) was also less than tr#iEal (12.958).

To determine the constants of the regression casieimthe regression analysis

yielded the table 4.12 below.

Table 4.12: Regression Coefficients for Cost Perfor mance

Unstandardized | Standardized

M odel Coefficients Coefficients |t Sg.
Sid.
B Error Beta

1 (Constant) 152 |.556 269 |.007
Product  Valug ¢ 167 |.186 3.33 |.004
Innovation
Service  Vaue| o, 189 |.425 3.25 |.003
Innovation

Dependent Variable: Cost Performance of restauraritgirobi, Kenya

The established model for the study was:

Y =1.52+ 0.26X1 + 0.52X5 + ¢
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The regression equation above has establishedadhding all other factors constant
(Product Value Innovation and Service Value Innmrgt cost performance of
restaurants in Nairobi, Kenya would stand at 119 findings further revealed that a
unit change product value innovation while holdatger factors constant will change
the cost performance of restaurants in Nairobi, Weeby 0.26, a unit change in
service value innovation holding other factors ¢answill change the performance

of restaurants in Kenya by 0.52 units.

The study established that service value innovatiad the highest influence on the
cost performance of restaurants in Nairobi, in Kergllowed by product value

innovation. At 5% level of significance and 95%édéwf confidence, product value
innovation had a 0.004 level of significance and/ise value innovation showed a
0.003 level of significance hence is the most d$igance on the effect on cost

performance of the selected restaurants.

Regression analysis was done to determine the nsagigficance of the independent
variables (product value innovation and servicai@ahnovation) on the dependent

variable (service time) as presented in table Bel8w.

Table 4.13: Model Summary for Service Time Perfor mance

Std. Error of the
Model R R Square | Adjusted R Square Estimate

1 917 .841 .765 .24887
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The two independent variables (product value intioma and service value
innovation) that were studied, explain only 76.5#&ervice time performance of the
restaurants in Nairobi, Kenya as represented bwadiested R This therefore means
that other factors not studied in this researchrdmrie 23.5% changes in the service
time performance of restaurants in Nairobi, Kenpaerefore, further research should
be conducted to investigate the other factors @3.that affect the service time

performance of the restaurants in Nairobi, Kenya.

The ANOVA F-test was done to determine the servicee model statistical

significance yielding the results shown in tabl&ddbelow.

Table 4. 14: ANOVA for Service Time Perfor mance

Sum of
Model Squares df Mean Square F Sig.
1 Regression 3.931 2 1.988 12.680 .003
Residue 29.74 63 15t
Total 33.671 65

The significance value is 0.004ich is less than 0.05 shows the model is stedikyi

significant in predicting how product value innaeat and service value innovation
affect service time performance of restaurants airdbi, Kenya. This was also
supported by the F calculated (12.680) which wea® déss than the F critical
(12.958). To determine the constants of the serticee regression model the

regression analysis yielded the table 4.15 below.
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Table 4.15: Regression Coefficients for Service Time Perfor mance

Unstandardized | Standardized

M odel Coefficients Coefficients |t Sg.
Std.
B Error Beta

1 (Constant) 1.47 .549 2.67 |.009
Product Value . 160 |.182 3.34 |.003
Innovation
Service Value | o 177|411 323 |.002
Innovation

Dependent Variable: Service time performance dhrgants in Nairobi, Kenya

Through the use of SPSS the figure in table 4.1&vabwvas and the regression
equation obtained;

Y =1.47+0.20X, + 057X, + ¢

The study found that when product innovation andise value innovation are kept

constant at zero, the service time performanceletted restaurants will be at 1.47.

A unit increase in product value innovation wilateto an increase in service time
performance of selected restaurants by a factdd.2®; a unit increase in service
value innovation will lead to an increase in sesviime performance of selected
restaurants by a factor of 0.57. This shows thatice time performance of the
selected restaurants has positive relationship wéhvice value innovation and
product value innovation in that order. At 5% lewélsignificance and 95% level of
confidence, product value innovation had a 0.08&llef significance and service
value innovation showed a 0.002 level of signifm@mence is the most significance

on the effect service time performance of the setkpestaurants.
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CHAPTER FIVE: SUMMARY OF FINDINGS, CONCLUSIONS

AND RECOMMENDATIONS

5.1 Introduction

This chapter gives a summary of the findings, aasion and recommendations that

are aimed at advising policy and further research.

5.2 Summary of Study Results

The first objective of the study was to determihe extent of application of value

innovation strategies in the selected restauranirobi, Kenya.

On this objective the study found that the selecesdaurants applied product value
innovation strategies to a large extent. They dit to a large extent through
continuous modification of existing products, caobus introduction of new

products to their customers. However to a modeexteent these restaurants
considered customer feedback when improving/revigwheir products determined
their processes by product requirements and pe€rtheir product improvement

initiatives based on existing processes. Other ymbdalue innovation strategies
adopted by the selected restaurants include: ngeatllaboration teams for product
innovation, early feasibility testing of productnoepts and engaging in continuous

product innovation in order to stay ahead of otlethe market.

The selected restaurants also to a large exterptedicservice value innovation
strategies. Some of the strategies they adoptddded providing unique customer
experiences, giving their employees flexibility determining the best way to offer
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service, providing unique customer experiencesifterdnt categories of customers,
making their operations highly dependent on teabgwl and structuring their
organizations in a flexible manner. These restdaraiso to a large extent availed
relevant information at the point of need, revielgbdnged their business processes

and devoted adequate resources to support seelivery.

Other service value innovation strategies adopigdhe selected restaurants include:
gathering customer feedback data for use in futsesvice innovation and
improvements, dedicating and investing resourceseiwice innovation initiatives,
developing and nurturing a service innovation aeltand learning, developing and
implementing service innovation policies and sceenand integrating scientific

approaches in service innovation.

The second objective was to establish the impaetpplication of value innovation
strategies on operational performance of seleasthurants in Nairobi, Kenya. On
this objective, the study found that quality in thelected restaurants had positive
relationship with service value innovation and pratdvalue innovation whereby
service value innovation had the most significafiuence on quality performance of

selected restaurants.

The two independent variables (product value intioma and service value
innovation) that were studied contributed 79.3% qumlity Performance of the
restaurants in Nairobi, Kenya. The quality managems&rategies that the restaurants
were using include developing quality control sgstethat monitor incoming

material, work in progress and the output, undartalcustomer needs analysis and
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integrating their needs in service and productgigstreating a system and training
employees on strategies they can use in reducidgroerrors, enhancing food
packaging in order to keep food hot and improvesteadtion, encouraging teamwork

to reduce order errors and ensure quality output.

The study also found that service and product valummvation had a positive

relationship the restaurants cost performance setlvice value innovation having a
higher significance towards the restaurants codbpeance. The two independent
variables (product value innovation and servicai@ahnovation) that were studied
contributed to cost performance by 76.3%. Thestawesnts used the following

strategies to lower their operational costs: imprguheir inventory systems so as to
reduce materials handling costs and waste, intiadubetter menu management
strategies to reduce food service costs and implgngelabour scheduling strategies

to reduce labour costs.

On service time performance of the selected restdsiiservice value innovation and
product value innovation were positively relatedstrvice time performance with
service value innovation having a greater signifczon the cost performance of the
restaurants. The two independent variables (progtatie innovation and service
value innovation) that were studied contributedstrvice time performance by
76.5%. The study found the service time managemtategies that the selected
restaurants were using included offering free driak customers waited, providing
Wi-Fi internet services that allow customers td she internet as they wait for their
orders while others were integrating technologgustomer service to better estimate

wait times and improve the process of alerting tuefien their orders were ready.
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5.3 Conclusion

The study concludes that the selected restauramisloged value innovation
strategies to a large extent. They pursued prodadue innovation through
continuous modification of existing products andchsoduction of new products to
their customers, creating collaboration teams fodpct innovation, early feasibility
testing of product concepts in order to stay ahefadthers in the market. Service
value innovation was being implemented through gjatly customer feedback data
for use in future service innovation and improvetagmedicating and investing
resources in service innovation initiatives, depélg and nurturing a service
innovation culture and learning, developing anglamenting service innovation

policies and schemes and integrating scientific@gghes in service innovation.

The study also concludes that both product andicgervalue innovation had a
positive relationship with the operational perforroa of the selected restaurants.
These variables related positively to quality, cast service time as operational
performance indicators for the selected restauraiitis service value innovation

featuring more significantly.

The restaurants were enhancing quality by devetppumality control systems that
monitor incoming material, work in progress and théput, undertaking customer
needs analysis and integrating their needs in er@nd product design, creating a
system and training employees on strategies thayusa in reducing order errors,
enhancing food packaging in order to keep food &otl improve satisfaction,

encouraging teamwork to reduce order errors andrertgiality output.
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At the same time they were reducing costs by impgtheir inventory systems so as
to reduce materials handling costs and waste,dntiog better menu management
strategies to reduce food service costs and impigngelabour scheduling strategies
to reduce labour costs. Their service time managersieategies included offering
free drinks as customers waited, providing Wi-Ftemet services that allow
customers to surf the internet as they wait forirtterders while others were
integrating technology in customer service to egimate wait times and improve

the process of alerting guests when their orders vweady.

5.4 Study Recommendations

From the findings the study makes the followingoramendations:

Value innovation provides opportunities for buss@gsowth and sustainability. The
restaurants and the hotel industry would beneadinfhaving a unit or teams focusing
on innovation to generate ideas that can be tumiedsalue innovation strategies and

would be beneficial to the restaurants and anyraitganizations.

The study recommends that the restaurants shoukidar customer feedback when
improving / reviewing their products, determine itherocesses based on product
requirements and perform their product improvemiaitiatives based on existing

processes in order to reap the full benefits afi@ahnovation.

Given their nature, value innovation strategies ¢en difficult to implement if
employees with specific skills are not on board.ef¢hthis is the case, it is advisable
to first of all understand the required skillsatg&n seeking people with the same to

ensure a seamless implementation of these valosation strategies.
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In other cases, existing employees may requirdéurskilling to bring them to the
required level. Training is therefore recommendddhis significantly reduces

resistance and makes implementation easy.

5.5 Limitations of the Study

The study encountered some challenges one of tleémg tbime. The busy nature of
the hotel industry and restaurants in particuladeni difficult for the respondents to
make time to fill the questionnaires and this cobkl a reason why some of the
guestionnaires went unanswered. However, the rdsgramade effort to ensure that
as many questionnaires were answered as possitietting the respondents know

the value of the research.

Another challenge experienced was confidentialBjrategies adopted by different
businesses most times remain closely guarded sedrdie concerned companies and
hence most people approached were not willing eéelyr divulge information about

their business strategies despite assuranceshtsaivill be for academic purposes

only.

The concept of value innovation and blue oceariegjyais relatively new and is not
well understood. The respondents took time to wtdad the concept and relate it to
the strategic orientation of their restaurants.sTéwtended the time it took to gather
data with most requiring further documentation amglanations to be given to them
before responding to the study. There was fear frlmenrespondents on whether to
respond to the study as they thought it would rieglgtimpact them. However, to

tackle the paranoia the researcher clarified theatives of the study.
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5.6 Suggestions for Further Research

The study has explored value innovation strategres operational performance of
selected restaurants in Nairobi, Kenya. Howeveg, libtel industry in Kenya has
more restaurants which differ in their way of magragnt and have different settings
all together. This warrants the need for anothadystinvolving more restaurants
which would ensure generalization of the studyifigd for hotel industry in Kenya

and hence pave way for new policies.

While all the selected restaurants admitted todgdyéng value innovation strategies,
the factors that influence their application wer# studied. A study on the factors
that affect the application of value innovationatgies by restaurants is therefore

recommended

Other studies can also be carried out in diffenetitistries so as to benchmark on the

value innovation strategies applied in these imtesand their impact.

5.7 Implication of the Study on Theory, Policy and Practice

The study provides insight into value innovatioratggies applied by restaurants in
Nairobi, Kenya and their impact on operational perfance. It will thus help in

expanding the available literature on value inniovatstrategies and blue ocean
strategy providing a basis of reference in therfutit thus enriches the theories on
blue ocean strategies and their implementation. skhdy can also form a guide for

further research in future.
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The insights from this study can be used by regtdaand policy makers in defining
better ways to ensure that restaurants and theafehgtel industry at large remain
competitive in the global marketplace. Policiesipnovation and research can be

guided by this study.
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APPENDICES

Appendix I: Questionnaire

VALUE INNOVATION STRATEGIES AND OPERATIONAL
PERFORMANCE OF SELECTED RESTAURANTSIN NAIROBI, KENYA.

I ntroduction

This study seeks to establish thepact of value innovation strategies on
operational performance of selected restaurants in Nairobi, Kenya. The survey
results will be reported in general terms and wiit identify individuals. Your
support in completing this questionnaire objectivslgreatly appreciated. Please tick

your response where appropriate.

PART A: DEMOGRAPHICS

1. What is your gender?
a. Male [
b. Femalel[]

PRODUCT VALUE INNOVATION STRATEGIES
1. To what extent do the following statements applyéorr organization? Use a
scale of 1 to 5 where (1= not at all, 2 = smalleext 3 = moderate extent, 4 =

large extent, 5 = very large extent)
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Statements about Product Value I nnovation 1 (234 |5

i.  We continuously modify existing products

ii.  We continuously introduce new products to pur
customers

iii.  Our product improvement initiatives rely on
existing processes

iv. ~Our processes are determined by product
requirements

v. We consider customer feedback when improving /
reviewing our products

2. The application of product value innovation canphgbur organization thrive in
the competitive hotel industry. In the light of ghstatement, how does your

organization understand and apply product valuevation strategies?

SERVICE VALUE INNOVATION STRATEGIES
3. To what extent do the following statements applyooir organization? Use a

scale of 1 to 5 where (1= not at all, 2 = smalleext 3 = moderate extent, 4 =

large extent, 5 = very large extent)
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Statements about Service Value I nnovation 1 (234 |5

i.  We provide unique customer experience

ii. We provide unigue customer experiences| to
different categories of customers

iii.  We continuously review / change our business
processes

iv.  Our organization is structured in a flexible manner

v. Our organization devotes adequate resources to
support service delivery

vi. Employees have flexibility in determining the best
way to offer service

vii. ~ Our operations are highly dependent on technology
viii.  Relevant information is easily available at thenpoi
of need

4. The application of service value innovation carnphgbur organization thrive in
the competitive hotel industry. In the light of shstatement, how does your

organization understand and apply service valueviation strategies?
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OPERATIONAL PERFORMANCE

5. To what extent do you agree with the following sta¢nts?

| 1=Strongly Disagree, 2 = Disagree, 3= Neutral, 4= Agree, 5= Strongly Agree |

Statements about Quality 1 (2|34 |5

i.  Overtime we have seen improvement in our product
quality

ii.  Over time customer complaints have been reducing

iii. Over time we have seen an increase in customers
who always prefer our restaurant

6. Suggest quality improvement strategies for younoization.

7. To what extent do you agree with the following sta¢nts?

| 1=Strongly Disagree, 2 = Disagree, 3= Neutral, 4= Agree, 5= Strongly Agree |

Statements about Cost 1 (23|14 |5

i. Changes adopted have lowered operational costs

ii.  Changes adopted usually result in reduced resaurce
usage e.g. staff numbers requirements
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8. Suggest cost reduction strategies for your orgéioiza

9. To what extent do you agree with the following sta¢nts?

| 1= Strongly Disagree, 2 = Disagree, 3= Neutral, 4= Agree, 5= Strongly Agree |

Statements about Service Time 1 (234 |5

i.  Changes put in place have reduced customer
waiting time

ii.  We have ways of keeping customers occupied as
they wait to be served

ice

iii.  We always inform customers of expected sery
time

10. Suggest strategies for managing service time im goganization.

-THE END-
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Appendix I1: List of Selected Restaurants

The research site of the study will be selectethugants based in Nairobi central

district which include:

Restaur ant Number of Employees
Java Coffee House 36

Ronalos Restaurant 38

Highlands Restaurant 110

Green-view Restaurant 22

Debonaires Restaurant 48

Gallittos Restaurant 46

Total 300
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