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Soft drink companies face persistent challenges such as high operational costs, inaccurate product costing, and inefficiencies in resource allocation, which undermine profitability and competitiveness. Traditional costing systems often fail to accurately allocate overhead costs, resulting in misguided pricing strategies and resource mismanagement. While ABC was widely studied in developed economies, its application and influence on financial performance in Kenyan soft drink manufacturing firms remains underexplored. The main objective of this study were to establish the influence of ABC on the financial performance of these firms, focusing on factors such as resource management, activities identification, cost driver selection, and cost object determination. The study was grounded in three theories: resource-based view theory, signaling theory, and the balanced scorecard. A correlational research design was used, with a sample of 128managers selected through stratified random sampling from 68 soft drink manufacturing companies in Nairobi County. Descriptive statistics, including mean, frequency, standard deviation, and percentages, were employed to profile the sample and identify key data patterns, while multiple regression analysis examined relationships between the study variables, and correlation analysis will determine associations. The study reveals that effective resource management, including allocation, aggregation, and scheduling, significantly improves financial performance in soft drink manufacturing firms by reducing costs and maximizing profits. Activity identification within activity-based costing (ABC) systems enhances cost visibility and control, but further strengthening is needed. Proper cost driver selection, particularly in labor and machine-hours management, minimizes production costs and enhances efficiency. Cost object determination, supported by strong financial planning systems and cost apportionment, ensures operational efficiency and improves overall financial outcomes. The study recommends strengthening resource management, improving activity identification systems, optimizing cost driver management, and enhancing financial planning and cost object determination to achieve better cost control, operational efficiency, and profitability.
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Financial Performance It is the ability of the firm to generate net profit by use of its assets as measured and represented by ROI
Financial management refers to the systems of efficient and effective management of resources
Management of working capital refers to the daily activity that ensures a firm has sufficient resources to continue its operations.
Financial performance refers to the degree to which financial objectives of an organization are being or have been met.
Investment decision - refers to the process in which firms deciding how to invest their capital in available project.
Activity-based costing (ABC) is a costing method that assigns overhead and indirect costs to related products and services. This cost accounting method recognizes the relationship between costs, overhead activities, and manufactured products, assigning indirect costs to products less arbitrarily than traditional costing methods. 
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Globally, due to the globalization of the economy, the internationalization of markets, the rise in the number of products and services offered, and technological advancement (Quesado, & Silva 2021), traditional costing methods have recently come under fire worldwide for failing to meet the current requirements of organizations. Hence, in the ongoing setting, the improvement of a sufficient costing framework is of outrageous significance in organizations. They want to appropriately deal with the available resources to them and control their expenses to accomplish the management efficiently and effectively. 
In the 1980s, the activity-based costing (ABC) system emerged as a costing method that could overcome the limitations of traditional costing systems in the face of economic and technological advancements. In particular, it could charge the arbitrary and imprecise cost of indirect costs due to distortions in the imputation criteria (Borges, Alves, & Silva, 2024). Udeh, Eze, and Enujioke, (2024) state that throughout the long term, this costing framework has been improved, and it was immediately understood that it permitted an essential vision of the organization by recognizing its true capacities, its shortcomings, and open doors for development, exercises that add or don't add esteem, mirroring the hierarchical elements that decide costs with more prominent accuracy and completeness. 
In USA, it is impossible to overstate the significance of ABC in contemporary businesses. In the present dynamic and serious business landscape, accurate cost data is essential for product profitability, pricing decisions, and strategic planning, analysis and performance evaluation (Bodendorf, and Franke, 2024). Organizations are able to gain insight into the actual cost of products and services, spot inefficiencies, and make the best use of resources. Additionally, ABC upgrades straightforwardness and responsibility in cost administration, empowering supervisors to apportion assets all the more proficiently and generate value (Canellas et al. 2024). With the ever increasing level of global competition, manufacturing companies and organizations have been under pressure to be more flexible, highly integrated and automated in a bid to improve their productivity at lower costs. But, without a comprehension of how a firm’s costs operate, such situation can lead to an ill ill-considered cost lowering without proper acknowledgement of the possible severe effects on the firm’s ability to value creation and profit. It is because of this reason that firms and organizations are increasingly paying more attention to the aspect of cost management. Ozbayrak, Akgun &Turker, (2004) asserts it is not possible to sustain competitiveness without a mechanism that offer accurate cost calculation.
In China, in the previous 100 years, firms and associations have utilized two normal costing strategies, to be specific the customary costing strategy and the Activity based costing (ABC) technique. As per Granof, Platt and Vaysman (2022), conventional expense data frameworks date back to the modern age when the critical element of creation was work. Based on the volume of the cost drivers, traditional costing methods allocate indirect manufacturing overheads like direct material hours, machine hours, or direct labor hours required to produce an item or provide a service (Granof, Platt, & Vaysman, 2022). Over the long run, the customary costing technique has become suspect in being utilized as an approach to working out creation costs, particularly in the ongoing data driven firms with mechanized and electronic frameworks. The greatest downside of the customary costing technique is the under costing of given items and its job in bringing down the association's benefits. In circumstances by which the backhanded expenses are exceptionally allotted, the costs of such items turn out to be high, which diminishes the cutthroat force of the association. However, the conventional method of costing has gradually become inefficient and ineffective as a result of the increased complexity of business organizations in the 21st century.
In Africa, ongoing technological progressions and their intricacies have birthed the Activity Based Costing strategy curtailed as ABC technique. Activity based costing expects that the means or exercises that should be followed to fabricate an item decide the above costs caused. Every above cost, whether variable or fixed, is relegated to a class of expenses. Activity cost pools are the names of these categories of costs. Cost drivers are the real exercises that cause the absolute expense in a movement cost pool to increment. Examples of activities that have an effect on a company's costs include the number of times materials are ordered, the number of production lines in a factory, and the number of shipments made to customers. While utilizing ABC, the all-out cost of every action pool is separated by the absolute number of units of the movement to decide the expense per unit. Elhaman (2024) affirms that movement-based costing strategy has been created to settle the issues made by the conventional costing procedures of utilizing direct work to assign circuitous expense. It is important to guarantee that overheads are relegated to every one of the exercises during the time spent making an item, (Cooper and Kaplan 2009). As per Cooper and Kaplan, (2024), Activity based costing (ABC) distributes expenses for exercises utilizing various expense drivers and afterward relegates expenses for items in view of the utilization of every result of these (Kim, Park, and Kaiser, 2021; Gunasekaran&Sarhadi, 2024). Ben-Arieh & Qian (2024) say that the ABC method uses activities to model how a company uses its resources and then links the cost of these activities to the finished product. Design, purchasing, quality control, engineering, and production are just a few of the activities that must be performed simultaneously on every product. Each of these activities requires resources of varying categories, such as the manager's working time. Cost drivers are frequently used to measure performed activities like the number of units produced, labor hours, equipment time, and the number of orders received in a day, among other things.
Kalisa, and Aforabi, (2023) note that feeling of cost control in Rwanda as the guideline of the expense of doing by chief activity the many advances that go into making an undertaking or an agreement. If the regulation for cost control in the horticulture sector is used in another industry because of a different nature or business, it will need to be significantly revised. He furthermore communicated that for all plant Costs should be controlled and checked in all cases for projects the get-togethers included including client, specialists and worker for hire. 
Molela, Kasoga, and Ismail, (2024) observed that in Tanzania past examinations demonstrate uncertain outcomes on the impact of ABC technique on monetary execution. While certain investigations show that involving the ABC framework assists firms with arranging exercises as worth added and non-esteem added exercises which at last further develops its monetary exhibition others are going against the norm. Additionally, previous research (Kundy, & Shah, 2024) focused on the relationship between ABC systems and financial performance, primarily contrasting ABC's efficiency with that of conventional costing strategies. Moreover, regardless of the investigations utilizing ROE and ROA as proportions of monetary execution, they didn't draw out the impact of ABC exercises, unit-level exercises, clump level exercises and item level exercises and what they mean for a company's monetary exhibition.  
Makers, (2024) the players fall in different classes as demonstrated in the Kenya relationship of production's postings; food and refreshments handling, endlessly paper board, Wood items Drug and clinical gear, Cowhide items, Substance and united, Materials, Tobacco, Plastics and elastic. Producing is a significant supporter of the economy as it contributes 10% of Gross domestic product, 12.5% of Commodities and 13% of formal work (CBK, 2024). The import substitution policy was the initial driving force behind the growth of the manufacturing sector. Since then, Kenya's industrial policy has shifted toward manufacturing with an emphasis on exports. According to Kenya Association of Manufacturers (2020), the manufacturing sector had more than 700 established businesses in 2003 and directly employed more than 218,000 people in 2022. The job of the assembling area in Vision 2030 is to make business and abundance. As per the Major et al., (2021), the efficiency development in the Kenyan assembling area had been zero or negative since the mid-1990s. Between 1991 and 1998, productivity decreased by 0.5 percent annually. To advance improvement in the objective regions, projects are planned and carried out through a Public, Private, Organization (PPP) system. Some key Kenyan assembling subsectors that have expanded request in the new past incorporate excited iron sheets, concrete, cigarettes, brew and Wheat flour. Between 2003 and 2021, production of all of these things increased, particularly cement, a good indicator of economic activity. According to the Kenya Association of Manufacturers (2020), the majority of Kenyan manufacturing companies are gradually adopting ABC, a modern model of overhead allocation techniques that they believe to be superior to other overhead allocation techniques. The chose producing organizations in Nyanza locale for this study will be EABL Kisumu, Joined Mill operators Ltd, Coca Cola Equator Bottlers Ltd, Kibos Sugar and United Ventures Ltd, and Abyssinia Iron and Steel.
The adoption of Activity-Based Costing (ABC) as a strategic cost management tool has garnered significant interest globally, as it provides more accurate cost allocation compared to traditional costing systems (Kaplan & Anderson, 2021). Despite its global recognition, there is limited empirical evidence on the application and influence of ABC on the financial performance of manufacturing firms in developing economies, particularly in Kenya. Studies conducted in developed countries have shown that ABC enhances decision-making, cost control, and profitability (Drury, 2022). However, these findings may not be entirely applicable in the Kenyan context due to differences in market structures, resource availability, and operational challenges.
Locally, research on cost management practices in Kenyan manufacturing firms has largely focused on general cost management techniques, without delving into the specific role of ABC in the soft drink sector. For instance, studies by Ndegwa et al. (2020) and Kiprop and Sirma (2023) explored cost management strategies in the Kenyan manufacturing industry but failed to provide detailed insights into the impact of ABC on financial performance. Moreover, the soft drink industry in Nairobi County faces unique challenges, including fluctuating input costs, high competition, and regulatory constraints, which necessitate precise cost allocation and control measures. Existing literature does not sufficiently address how ABC can mitigate these challenges and contribute to improved financial performance in this specific sector.
Another notable gap is the lack of studies exploring the implementation barriers and success factors of ABC in Kenyan manufacturing firms. While global research highlights challenges such as resistance to change, high implementation costs, and lack of expertise as significant barriers to ABC adoption (Innes & Mitchell, 1995; Kaplan & Anderson, 2021), there is little evidence on whether these barriers are relevant in Nairobi’s soft drink industry. Additionally, most Kenyan studies tend to focus on larger firms, neglecting small and medium-sized enterprises (SMEs) that form a significant part of the soft drink manufacturing sector.
Furthermore, there is limited understanding of the relationship between ABC and specific financial performance metrics, such as profitability, cost efficiency, and return on investment, in the context of Nairobi County. Research by Otieno and Wanjohi (2021) on the manufacturing sector in Kenya provided general observations but lacked sector-specific data to conclusively establish how ABC adoption influences these metrics in the soft drink industry. This creates an opportunity for a focused study to bridge this knowledge gap and provide actionable insights for managers and policymakers.
In summary, while ABC has been extensively studied in developed economies, its application and influence on financial performance in Kenyan soft drink manufacturing firms remain underexplored. This study aims to fill this gap by examining the adoption of ABC, its impact on financial performance, and the contextual factors affecting its implementation in Nairobi County. By addressing these gaps, the research will contribute to the body of knowledge on cost management practices and provide practical recommendations for enhancing financial performance in the sector.
[bookmark: _Toc206669598][bookmark: _Toc208522449]1.1.1 Soft Drink Firms in Kenya
Kenya's soft drink industry has a rich history, ranging from small-scale local producers to multinational corporations (MNCs). Initially, indigenous firms such as Kenya Ice and Aerated Water Factory (founded in Mombasa in 1931) and Aggaruwal Brothers Limited in Nanyuki focused on mineral and non-carbonated soft drinks. These businesses were primarily owned by Asian entrepreneurs (Ibanda, 2021). By the mid-twentieth century, however, the landscape had shifted dramatically as multinational corporations such as Coca-Cola, Pepsi-Cola, and Schweppes entered the Kenyan market. These global players brought with them foreign direct investment (FDI), which resulted in the acquisition of local companies, the establishment of manufacturing facilities, and aggressive marketing strategies. For example, 7-Up acquired Crystal Springs Aerated Water Company in 1960, further establishing the dominance of international brands.
This evolution also created a high level of competition among market participants. Multinational corporations invested heavily in advertising and sales promotion to gain market share, which local firms had not done prior to their entry. As a result, the soft drink market was dominated by a few major players, including Coca-Cola, Del Monte, Keringet Mineral Water, and Picanna Juices, as well as smaller competitors with similar product offerings. Brand and product proliferation fueled competition, with players diversifying their offerings and imitating each other's strategies to better meet consumer preferences. Furthermore, the influx of low-cost imports has further saturated the market, necessitating the adoption of efficient cost management practices by firms in order to remain competitive (Giathi 2003).
In this context, adopting Activity-Based Costing (ABC) may provide significant benefits to Kenyan soft drink manufacturers. ABC allows businesses to more accurately allocate costs to products and services, revealing inefficiencies and improving decision-making (Kaplan & Anderson, 2021). Despite its potential, there is little evidence that soft drink companies in Nairobi County have used ABC as a strategic tool to address the challenges of fierce competition, fluctuating input costs, and the need for product diversification. Furthermore, the industry's reliance on traditional costing systems, which may not accurately reflect the complexities of modern operations, raises concerns about the efficacy of current cost-management practices.
While the Kenyan soft drink industry has evolved significantly, there are still several gaps in our understanding of ABC's application and influence in this sector. First, it is unclear how many firms in the industry have implemented ABC to improve financial performance. Research on cost management practices in Kenya has primarily focused on broad strategies, leaving a gap in understanding about the specific role of ABCs. This study will look into whether ABC is being used, and if so, how well it addresses key financial performance indicators like profitability, cost efficiency, and return on investment.
The challenges and enablers of ABC implementation in Kenya have received little attention. While global studies have identified barriers such as high implementation costs, resistance to change, and a lack of expertise (Innes & Mitchell, 1995), it is unclear whether these issues are also applicable in Nairobi's soft drink industry. This study will look into the unique contextual factors that influence ABC adoption and provide insights into how businesses can overcome these challenges.
Finally, the study looked at the relationship between ABC adoption and the industry's competitive dynamics. In a market characterized by product proliferation, cost pressures, and a flood of low-cost imports, the ability to accurately allocate costs and manage resources is critical. This study's examination of ABC's impact on financial performance will provide valuable insights into its potential as a strategic tool for navigating the Kenyan soft drink industry's complex competitive landscape. By addressing these gaps, this study will add to the body of knowledge on cost management practices in Kenya and make practical recommendations for improving financial performance in the soft drink industry.

[bookmark: _Toc206669599][bookmark: _Toc208522450]1.2 Statement of the problem
Soft drink firms face persistent challenges such as high operational costs, inaccurate product costing, and inefficiencies in resource allocation, all of which undermine profitability and competitiveness. Traditional costing systems often fail to allocate overhead costs accurately to specific products or processes, leading to misguided pricing strategies and poor resource management. Activity-Based Costing (ABC) provides a viable solution by assigning costs to activities based on the actual drivers of overhead expenses. By linking activities to both the costs incurred and the final product, ABC enables firms to identify inefficiencies, eliminate non-value-adding activities, and optimize resource utilization. For example, a 2023 Deloitte study revealed that beverage firms using ABC improved cost accuracy by 25% and reduced overhead expenses by up to 15%, underscoring its potential to enhance profitability and sustainability.
Empirical studies on ABC have consistently highlighted its role in improving financial performance by distinguishing between value-added and non-value-added activities. Most of these studies, however, have primarily compared the efficiency of ABC systems with traditional costing methods, often emphasizing general performance outcomes. In today’s unpredictable and dynamic global business environment, manufacturing firms increasingly rely on ABC to refine the allocation of overhead costs through unit-level, batch-level, and product-level activities. This approach ensures that costs are more accurately linked to the products and services provided to customers.
Given these realities, it is essential to examine the effect of ABC on financial performance in contexts where operational efficiency is critical for competitiveness. By demonstrating how ABC enhances cost management and operational efficiency, particularly within the manufacturing sector, the adoption of this system can contribute significantly to improving firms’ financial performance. In Kenya, where the soft drink manufacturing sector is a major player in the economy, understanding the benefits of ABC can stimulate wider adoption of the method.
It is against this backdrop that the present study seeks to determine the effect of the Activity-Based Costing method, specifically in terms of unit-level, batch-level, and product-level activities, on the financial performance of soft drink manufacturing firms in Nairobi County, Kenya.
[bookmark: _Toc206669600][bookmark: _Toc208522451]1.3 General Objectives 
The main objective of the study sought to establish the influence of activity based costing on financial performance of soft drink manufacturing firms in Nairobi County, Kenya
[bookmark: _Toc206669601][bookmark: _Toc208522452]1.3.1 Specific Objectives of the Study
This study aims at fulfilling the following specific objectives:
i.) To determine the effect of resource management on financial performance of soft drink manufacturing firms in Nairobi County, Kenya
ii.) To determine the effect of activities identification on financial performance of soft drink manufacturing firms in Nairobi County, Kenya
iii.) To establish the effect of cost driver selection on financial performance of soft drink manufacturing firms in Nairobi County, Kenya
iv.) To establish the effect of cost object determination on financial performance of soft drink manufacturing firms in Nairobi County, Kenya
[bookmark: _Toc206669602][bookmark: _Toc208522453]1.3.2 Research Hypothesis	
Research hypotheses of the study were:
H1: Resource management doesn’t significantly affect financial performance of soft drink manufacturing firms in Nairobi County, Kenya.
H2: Activities identification doesn’t significantly affect financial performance of soft drink manufacturing firms in Nairobi County, Kenya.
H3: Cost driver selection doesn’t significantly affect financial performance of soft drink manufacturing firms in Nairobi County, Kenya.
H4: Cost object determination does not significantly affect financial performance of soft drink manufacturing firms in Nairobi County, Kenya.

[bookmark: _Toc206669603][bookmark: _Toc208522454]1.4 Scope of the Study
The study was conducted over a one-year period, from June 2024 to June 2025. The geographical scope will be limited to soft drink manufacturing firms operating within Nairobi County, Kenya. This area is chosen due to its concentration of manufacturing firms and its central role in Kenya’s economy. The target population consisted of 340 management staff members from these firms, specifically those in managerial positions related to finance, accounting, production, and operations. The study focused on collecting data from these managers to assess their experiences with Activity-Based Costing systems and its perceived impact on the financial performance of their respective firms. By focusing on this population, the research will provide insights into the practices and outcomes of ABC implementation in the soft drink manufacturing industry in Nairobi.
[bookmark: _Toc206669604][bookmark: _Toc208522455] 1.5 Justification of the Study
The study was justified based on its potential contribution to theory, policy, and practice:
a) This study adds to the body of knowledge by deepening our understanding of Activity-Based Costing (ABC) and its effect on financial performance. It is based on cost accounting theories like the Activity-Based Costing Theory and the Resource-Based View (RBV) Theory, both of which emphasize cost efficiency and optimal resource utilization. The study provides empirical insights into how ABC improves financial performance by analyzing the impact of resource management, activity identification, cost driver selection, and cost object determination.
b) Cost control is critical for soft drink manufacturers because their operations are capital-intensive and raw material prices fluctuate. ABC offers a detailed approach to cost allocation, which enhances financial decision-making. The study will assist manufacturers in maximizing resource utilization, identifying cost-effective activities, and increasing profitability. It will also help financial managers implement cost-effective strategies to boost overall financial performance.
c) From a policy standpoint, the study helps industry regulators and policymakers develop cost accounting frameworks that promote efficiency in the manufacturing sector. The findings can help policymakers develop policies that encourage firms to use ABC, improve cost transparency, and raise financial reporting standards.
[bookmark: _Toc206669605][bookmark: _Toc208522456]1.6 Significance of the Study	
The significance of the study was:
a) The study shed important light on the relationship between financial performance and Activity-Based Costing (ABC). Businesses can make better cost management decisions by comprehending the effects of resource management, activity identification, cost driver selection, and cost object determination. Profitability, cost effectiveness, and resource allocation will all be improved as a result.
b) This study helped policymakers and regulatory agencies in Kenya's manufacturing sector better understand cost management strategies that improve financial sustainability. The results could influence the creation of industry standards and policy that encourage the use of ABC to boost competitiveness and financial performance.
c) This research added to our understanding of financial management and cost accounting, especially as it relates to the manufacturing industry. It was a resource for upcoming studies on financial performance and cost management, offering factual information that can be utilized to support or broaden preexisting theories.
d) This study was helpful to investors and financial analysts who are interested in the soft drink manufacturing industry in evaluating the efficiency and financial health of companies that use ABC. Making wise investment decisions based on cost structures and financial performance metrics was made easier with the knowledge acquired.
[bookmark: _Toc206669606][bookmark: _Toc208522457]1.7 Conceptual Framework
The ABC parameters are resource management, activities identification, cost driver selection, and cost object determination. The dependent variable of the study is financial performance measured majorly in terms of return of investments (ROI) and others being return of equity (ROE) and gross profit margin. The major objective of the research is to explore the influence of ABC on financial performance of soft drink manufacturing firms in Nairobi County, Kenya.
In this research, the independent variables, which include resource management, activities identification, cost driver selection, and cost object determination, are hypothesized to influence the financial performance, particularly the return on investment (ROI), of soft drink manufacturing firms in Nairobi County, Kenya.
Resource Management involves the efficiency of resource allocation, utilization outcomes, aggregation, and scheduling. Efficient management of resources is likely to lead to lower operational costs, improved productivity, and, consequently, higher profitability. Proper allocation and utilization of resources ensure that the company makes the most of its assets, minimizing waste and enhancing financial performance.
Activities Identification, which includes cost centers, monitoring activity expenses, and activity change control systems, is critical in determining the costs associated with each business activity. Effective identification and monitoring of these activities allow firms to track and control costs more accurately. This enhanced cost control can lead to better pricing strategies, improved operational efficiency, and higher returns on investment.
Cost Driver Selection focuses on identifying the key factors that drive costs, such as material inputs, labor hours, machine hours, and the number of set-ups. By understanding which cost drivers significantly impact production costs, firms can make informed decisions that minimize unnecessary expenses. The careful selection and management of cost drivers are expected to contribute to more effective cost management, which can improve financial performance by reducing overheads and improving ROI.
Cost Object Determination, which includes products line, cost apportionment practices, and cost tracking systems, ensures that the costs associated with each product or service are accurately attributed. By aligning costs with specific products or cost objects, firms can assess the profitability of each product line. This enables better pricing decisions and resource allocation, which, in turn, improves financial performance by enhancing overall profitability and ROI.
Ultimately, the hypothesized relationship is that effective application of Activity-Based Costing (ABC) in these areas will lead to more accurate cost management, operational efficiency, and better strategic decisions. These improvements are expected to drive higher return on investment (ROI), demonstrating a direct link between the independent variables and the dependent variable, financial performance.
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[bookmark: _Toc208522465]2.1 Theoretical Literature Review
This study was based on three theories: Resource-Based View (RBV) theory, Signaling theory, and the Balanced Scorecard (BSC). These theories guided the conceptual framework and interpretation of the findings.
[bookmark: _Toc208522466]2.1.1 Resource-Based View Theory (RBV)
Wernefelt (1984) developed the Resource-Based View (RBV) theory to propose that a firm’s strategy is an extension of the resources it holds. At the core of the RBV is the idea that a competitive advantage arises when resources, which are unique to the firm, are applied to create distinctive capabilities. This advantage can be sustained due to the difficulty of imitation and substitution by competitors. Firms possess a variety of resources, both tangible and intangible, and no two firms are identical in the resources they own. Moreover, the resources a firm holds directly influence its operational performance. A company is positioned to succeed if it possesses the best and most suitable resources for its business and strategy. Ultimately, a firm's competitive advantage stems from owning resources that allow it to perform its activities better than its competitors, thereby enhancing its overall performance. RBV portrays a firm as far as the incorporated assets and those assets are restricted to those credits that improve proficiency, viability, and execution of the firm (Wernerfelt, 1984). Miller and Shamsie (1996) argue that resources should be able to make money or help avoid trouble.
The RBV theory was highly relevant to this study on the influence of Activity-Based Costing (ABC) on the financial performance of soft drink manufacturing firms in Nairobi County, Kenya. It provided a framework to understand how firms’ internal resources influence their financial performance. The findings showed that firms that effectively managed their resources through ABC achieved better cost control, reduced waste, and higher profitability. Specifically, RBV explains why firms with well-integrated ABC systems had superior financial performance, as these systems enabled them to leverage unique resources, including accurate cost data, managerial expertise, and operational insights, to make strategic decisions that improved efficiency and returns. This confirmed the study’s finding that resource management positively affects financial performance.
[bookmark: _Toc208522467]2.1.2 Signaling Theory
Michael Spence developed Signaling Theory in 1973, initially in the context of labor markets. Spence focused on how individuals or organizations convey credible information to others in situations involving asymmetric information. A signal is a way for one party to communicate specific qualities or intentions to another, often to reduce uncertainty or differentiate itself. In business contexts, firms signal their financial health, strategies, or managerial competence by taking actions such as implementing specific accounting methods or cost management practices.
Signaling Theory was relevant to this study because ABC provides accurate and transparent cost information. Firms adopting ABC were observed to signal their commitment to financial transparency and operational efficiency to stakeholders, including investors and customers. The study’s findings showed that firms using ABC were perceived as more financially stable and competent in decision-making. This theory explains why firms that actively implemented ABC demonstrated better financial performance, because by signaling capability, they gained stakeholder confidence, which may translate into improved access to resources and competitive advantage.
[bookmark: _Toc208522468]2.1.3 Balanced Scorecard (BSC)
The Balanced Scorecard (BSC), developed by Kaplan and Norton (1996), proposes that managers consider organizational performance from four perspectives: financial, customer, internal business processes, and learning and growth. BSC integrates financial and non-financial measures into one performance framework, translating an organization’s vision and strategy into actionable performance indicators.
The BSC theory was applied to this study to interpret how ABC impacts overall firm performance beyond cost allocation. Findings indicated that firms integrating ABC with a BSC approach not only managed costs effectively but also aligned cost management with broader strategic objectives, including customer satisfaction, process efficiency, and staff development. This holistic perspective explains why ABC adoption contributed to better financial performance, because it enabled firms to make informed decisions that supported both short-term financial results and long-term organizational growth.
In summary, these three theories collectively informed the study’s findings. RBV highlighted the strategic value of internal resources in ABC adoption, Signaling Theory explained the perceived credibility and stakeholder confidence resulting from ABC use, and BSC demonstrated how integrating ABC with broader performance metrics enhanced overall financial outcomes. The convergence of these theories underscores the importance of resource management, transparent costing practices, and strategic alignment in improving financial performance in the soft drink manufacturing industry.
[bookmark: _Toc208522469]2.2 Empirical Literature Review
[bookmark: _Toc206669619][bookmark: _Toc208522470]2.3.1 Resource Management and Financial Performance 
Yun, Yusliza, Sehnem, and Mani (2020) assert that resource management entails the acquisition, allocation, and planning of a company's resources. Financial, physical, human, technological, and intellectual resources make up organizational resources. Firm resources include land, machinery, personnel (from senior management and personnel capacity and knowledge), and capital (tangible, intangible, and organizational), which can be categorized according to their near-problem utility (Chouhan, Soral, & Chandra, 2021). Contracts, confidential data, and intellectual property rights are examples of intangible resources that the company legally owns. We would like to concentrate on reputation, which is one of the intangible resources. According to Yang et al. (2020), there are various types of reputation, such as the reputation of the company and its suppliers (which includes banks, suppliers and sponsors, staff, and probable staff), the reputation of the company and its customers (with branding and brand ownership), and the reputation of customer relationships.
Njue (2024) set out to figure out how manufacturing companies' financial success related to how they allocate overhead. The results demonstrate that the financial performance of 17 manufacturing businesses can be predicted using a variety of overhead allocation strategies. The study also revealed that application ABC system, step down, and reciprocal allocation techniques influence financial performance, with R2 = 0.830 indicating that overhead allocation strategies account for 83% of variation in manufacturing companies' financial performance. Njue's (2024) study describes activity-based costing as a method for allocating overhead costs. Its components have not been sufficiently explained to fully establish its impact on the financial performance of manufacturing companies. In addition, nothing was said about resource management and activity-based costing. Pham, Nguyen, Doan, Ta, and Pham (2021) investigated the effect of implementing activity-based costing on company performance. The findings demonstrated that market orientation and environmental uncertainty were necessary for the successful implementation of the ABC system. The efficiency with which an activity-based system is implemented determines manufacturing companies' performance.
According to Marinho-Neto, Agostinho, Almeida, MorenoGarcia, & Giannetti (2022), a company's financial resources include both its external finances and the allocation of its internal financial resources with the goal of maximizing investment. The physical resources are based on their size, location (buildings and land), modern technology, stock of materials, equipment, and plant, and other factors. Organization resources are a company's policies for planning, reporting, and communicating relationships within the company, with other businesses, and with the community as a whole (Essel, Adams, & Amankwah, 2023), as well as contributing to their growth and development (MarinhoNeto et al., 2022). Organizational performance is also influenced by strengths like staff skills, people, and processes. According to Nganga, Waiganjo, & Njeru (2023), these resources include organizational planning, organizational structure, organizational culture, networking and control systems, developing networks, stakeholder relationships with customers, and reputation.
Chauhan et al. (2021) noted that an efficient management of resources results in efficient utilization of resources, cost reduction, and optimal returns for the business. The efficiency of resource demand planning and reporting is crucial to making efficient use of limited resources. Standardization of procedures and processes is one of these. The goal is to cut down on waste and save money. As a result, resource management plays a crucial role in activity-based costing, which enhances businesses' financial performance (Schrijvers, Hool, Blengini, Chen, Dewulf, Eggert, & Wäger, 2020). Allocation, aggregation, and scheduling are the three methods that are used to manage resources. According to Hassan, Zailani, & Hasan (2023), resource management through the allocation process entails determining the resources required for particular works or tasks within an organization, such as the quantity of materials required for product production. The establishment of appropriate standard quantities and prices is advocated by activity-based costing. When actual prices and quantities fall below standard levels, businesses can save money. As a result, financial performance rises.
Obi, Slay, & Bass (2020) observed that resource aggregation involves gathering resources, describing their structure, and fitting them together in a coherent manner. The processes of efficiently allocating resources to various activities in accordance with availability, time, and production capacity are known as resource scheduling. Decisions based on time- and resource-constrained dimensions are incorporated into resource scheduling. According to Hassan, Zailani, & Hasan (2023), the resource constrained dimension emphasizes the scarcity and limited capacity of resources. As a result, cost control and avoiding waste are critical to promoting financial performance.
[bookmark: _Toc206669620][bookmark: _Toc208522471]2.2.2 Activities Identification and Financial Performance
According to Zamrud and Abu (2020), the ABC's costing system prioritizes activities in order to identify the activities performed by the organization's resources. The total cost of carrying out each of the functions of organizational support is then calculated after it tracks the cost of the resources to the operations. According to Kabinlapat and Sutthachai (2021), the goal when selecting a work foundation is to select a distinct input to a pattern that is very similar to a pattern in which the divine costs vary.
Wasike, Onsiro, Mindila, and Mwiti (2021) looked at how activity-based costs affected the financial performance of a few Kenyan public sugar companies. They discovered a negligible connection between financial performance and activities-based costing. Asikogu, Mithiria, and Omurwa (2021) investigated the connection between major Nigerian construction companies' performance and management accounting practices. Discoveries uncovered that planning rehearses; vital examination and movement based costing framework influence firm execution. However, the return on assets was negatively impacted by firm size and financial leverage. The component of activities identification and the component of the activity-based costing system were poorly explained.
A well-known motivation for the launch of ABC (Khalaf, 2023) continues to be having accurate product prices and an understanding of the benefits offered to customers and products. Activities connected to the tasks carried out with each unit are referred to as unit-level tasks. Because these operations are carried out only when a single product is produced, they are referred to as direct or variable costs. According to Kabinlapat & Sutthachai (2021), group-level operations are not possible unless distinct product groups are created for each product. Despite the fact that the work is actually a dynamic process that takes place each time a product is produced, the cost is fixed per product. Examples include batch-level operations with predetermined costs and sales orders for each production process.
According to Tang et al. (2022), product-level operations take place when activities that comprise costs are included in product lines. These activities are support or product line development activities and do not occur during production. According to Keinan & Karugu (2022), each engineer in the department of planning may be given the responsibility of concentrating on modifying the construction debt or improving the family of a particular product. Engineers are considered productive whenever they carry out work related to products. The activities at the plant level are connected to the functions of organizational support. Because they are unaffected by production volume, these activities' associated costs are fixed (Wegmann, 2023).
[bookmark: _Toc206669621][bookmark: _Toc208522472]2.2.3 Cost Driver Selection and Financial Performance 
According to Roca, Vaishnav, Laureijs, Mendonça, & 14 Fuchs (2023), cost drivers are the foundation for cost allocation in various manufacturing company departments and sections. Cost behaviors and activities that result in costs are therefore influenced by cost drivers. Cost driver selection, according to Plotkin, Robinson, Cunningham, Iqbal, and Larsen (2021), entails determining the activities from which costs are incurred. The cause-and-effect relationship between the level of activity and the total cost of production is also explained by the cost driver. According to Drury (2022), the types of activities performed in a manufacturing company determine both the cost drivers and the total cost. Material inputs, labor hours, and machine hours are the primary cost drivers.
Reynolds and Van-der Poll (2023) looked into how Nelson Mandela's Bay Metropole ABC was implemented in South Africa. The findings showed that having a wide range of cost drivers is beneficial to the point where the product and its high price no longer correspond. A study by Waihenya (2022) looked at how managerial accounting practices affect financial performance. The findings showed that financial performance is significantly impacted by activity-based costing. For the manufacturing companies in particular, ABC provided insights into budgeting and benchmarking. Additionally, businesses were able to better allocate resources to more profitable activities and products as a result of the ABC system. For activity-based costing, Waihenya (2022) used standard costing, lifecycle 18 costing, and target costing as key parameters. However, cost drivers and their impact on manufacturing firms' performance were not addressed in the study. Audax (2022) investigated the factors that influence Kenya's listed manufacturing companies' financial performance. Leverage, firm size, and liquidity all have an impact on manufacturing companies' financial performance, according to the findings. Cost driver selection has not been linked to the aforementioned variables.
Following the ID of occupations, the subsequent stage in ABC's arrangements is to follow the expense of work in items by recognizing the driver for each work cost, computing the driver's expense of work, and utilizing this norm to drive work costs on items (Plotkin et al, 2021). They came to the conclusion that ABC programs raise production cost center types used to combine costs. ABC programs concentrate on the actual performed activities of the organizational resource, not just the organization or location of responsible institutions (Drury, 2022).
Products that indirectly result in a significant amount of overhead expenses ought to have a high cost driver cost as well and vice versa (Sellitto, Murakami, Butturi, Marinelli, Kadel, & Rimini, 2021). The cost should be lower in situations where cost sharing is low. As a result, the utilization of a cost driver ought to be associated with the occurrence of higher costs. Each job's costs are estimated by drivers. Costs are incurred each time a project is completed, and the cost is allocated to the project. The numbers on sales orders (batch rate) and the amount of gas consumed (level-unit) are two examples of cost drivers (Yadav, Luthra, Huisingh, Mangla, Narkhede, & Liu, 2020). The tracking costs in cost pools or cost centers are exceptional drivers. According to Vogel & Lasch (2023), second-class drivers have a significant impact on ABC accuracy and are drivers that are cost-effective to allocate cost centers to products or costs from cost pools.
[bookmark: _Toc206669622][bookmark: _Toc208522473]2.2.4 Cost Object Determination and Financial Performance 
In manufacturing companies, cost objects assign costs to all items where costs have been incurred (Drury, 2022). Effective production planning is somewhat hindered by the inability to trace some of the costs of production, design, and distribution back to the finished product. As a result, determining cost objects is crucial to cost analysis and planning. The total cost of materials, labor, and overhead is included in the costs objects. According to Zhang, Bai, Winiwarter, Ledgard, Luo, Liu, and Ma (2023), the 15 allocation of both direct and indirect costs that are determined through apportionment is guided by analysis of cost objects. Products and services as outputs serve as the foundation for price establishment and profitability analysis, making them the most visible cost objects (Setti, Junior, & Estorilio, 2021).
Alsoboa, Ghazzawi, and Joudeh (2023) investigated how strategic costing strategies affected the performance of Jordanian listed manufacturing companies. The total JLMC Performance, market performance, and financial performance are all significantly influenced by the three descriptive variables, ABC, COQ, and TC. The stated JLMC operations categories were unaffected by any additional descriptive variables, adjective pronouns, VCC, or LCC, which did not have a statistically significant impact. Keta (2022) looked at how Homa Bay County Teaching and Referral Hospital's supply chain performance was affected by activity-based costing as an inventory management practice. The results showed that the practice of activity-based costing inventory had a significant and positive effect on supply chain performance. Oranefo (2022) studied the impact of activity-based costing on manufacturing organizations' performance in Nigeria. The findings indicated that the level of inventory management in production companies was significantly influenced by the ABC method's application. The adoption of activity-based costing at technical and vocational education and training colleges in KwaZulu-Natal, South Africa, was examined by Madwe, Stainbank, and Green (2020). The findings demonstrated that the cost structure and the absence of support from upper management influence ABC implementation. While Keta (2022), Orafeno (2022), and Madwe et al. (2020) concentrated on activity-based costing, their studies adequately addressed cost object determination.
According to Drury (2022), the identification of cost objects in manufacturing companies is heavily influenced by organizational operations. The functional areas—departments and sections like production—help keep tabs on costs like those associated with new products, services, and their introduction. According to Zhang et al. (2023), business relationships with stakeholders contribute to costs, making them cost objects subject to analysis. In order to identify the source and justify expenses, manufacturing businesses use efficient cost apportionment strategies. This aids in cost tracking and locating areas for cost reduction to maximize returns. Budgeting for organizational resources and financial reporting also require cost allocation (Prado, Glaspie, Waymire, & Laurin, 2020).
According to Roca et al. (2023), collected costs must be allocated to the item with the lowest cost. In manufacturing businesses, there are two pricing strategies: directly cost-effective and indirectly cost-effective. According to Tran & Thao (2020), only production costs that directly differ from the work are included in the direct costs category. Overproduction-related direct, personnel, and flexible costs are all included. By absolute absorption, all production costs, regardless of whether they are naturally adjusted or variable, are accounted for as product costs (Tran & Thao, 2020). The division of such costs is the assignment if there is a cost that must be distinguished from multiple cost items without a mathematical or causal relationship.
Cost reservoirs, as defined by Drury (2022), must be classified asdirect or indirect first in order to share indirect costs effectively and efficiently. The next step is to properly allocate these costs using an acceptable method after indirect costs are grouped into natural resource reservoirs and based on their limited contribution to specific cost goals. According to Yadav et al. (2020), expenditure allocation consists of three steps: selecting cost items, combining costs that are more closely related, and deciding on the basis of cost to link the goals to the combined costs.
The relationship between Activity-Based Costing (ABC) and financial performance in soft drink manufacturing firms, particularly in Nairobi County, Kenya, is poorly understood in the existing literature. While research on the broader application of ABC in manufacturing sectors worldwide is available, there is a distinct lack of focus on the Kenyan context, particularly in the soft drink industry. The majority of existing research focuses on the general application of ABC in cost management, operational efficiency, and profitability, but it does not examine its specific impact on the financial performance of soft drink manufacturers.
Several studies have found that ABC improves financial performance by optimizing cost allocation, reducing waste, and improving decision-making processes. However, these studies frequently overlook industry-specific nuances or the unique challenges that businesses in emerging economies such as Kenya face. Furthermore, many of these studies use cross-sectional data, which limits their ability to establish a long-term link between ABC implementation and financial performance. Furthermore, most ABC research focuses on large firms, leaving a knowledge gap about small and medium-sized firms, which account for the majority of soft drink manufacturers in Kenya.
In terms of scope, some studies discuss ABC's role in cost management and operational performance (Innes & Mitchell, 1995), but they frequently overlook financial outcomes such as profitability, return on investment (ROI), or cost-to-revenue ratios, which are critical metrics for assessing financial performance. Existing methodologies typically rely on qualitative approaches or theoretical frameworks without conducting extensive empirical research in the Kenyan market. As a result, the effectiveness of ABC in driving financial outcomes in this specific sector and location is not well understood. Another gap is a lack of research that takes into account the moderating effects of external factors such as market competition, regulatory changes, and Kenya's economic environment, all of which can have a significant impact on the relationship between ABC and financial performance. Previous studies frequently overlooked these. Previous studies have often overlooked these factors, thus limiting the applicability of their findings to different contexts or industries.






[bookmark: _Toc208522474]CHAPTER THREE
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[bookmark: _Toc208522476]3.1 Introduction
This section covered the research design, location, target population, sampling procedure, research instruments, validity and reliability, data collection, data analysis, and the ethical issues considered during the study.
[bookmark: _Toc208522477]3.2 Research Design
This study adopted a descriptive and correlational research design. The descriptive aspect of the research focused on profiling the extent of ABC adoption across the firms, providing a comprehensive understanding of how widely and effectively ABC principles were implemented. The correlational research design assessed the relationships between specific ABC elements and financial performance indicators, helping to determine whether the adoption of ABC contributed to improved financial outcomes.
The research design was in line with the specific objectives of the study by systematically analyzing the effects of four crucial ABC components, namely, resource management, activities identification, cost driver selection, and cost object determination, on financial performance metrics such as profitability, cost efficiency, and return on investment (ROI). Information on the adoption and application of ABC practices by soft drink manufacturers was collected to achieve this purpose.
[bookmark: _Toc208522478]3.3 Study Area
The study was conducted among 68 soft drink manufacturing firms in Nairobi County, Kenya. The location of the study was Nairobi County, which is geographically accessible and houses almost all the manufacturing firms in scope. Nairobi County, Kenya's capital and largest city, is located at approximately 1.286389° S latitude and 36.817223° E longitude. Nairobi served as the country's economic and commercial hub, and its strategic location in central Kenya made it a focal point for industrial activities such as manufacturing. According to KNBS, Nairobi County had a population of over 4.4 million people, and its economic landscape supported a variety of industries. The city was known for its thriving manufacturing sector, which included a large number of soft drink manufacturers. These businesses made significant contributions to the local economy by creating jobs and facilitating both domestic and international trade.
Previous studies had often overlooked these factors, thus limiting the applicability of their findings to different contexts or industries. Nairobi County hosted a large number of soft drink companies, ranging from multinational corporations to small and medium-sized enterprises (SMEs). While the exact number of soft drink manufacturing companies in Nairobi fluctuated over time, there were several key players, including major global brands and local producers. These companies operated in a highly competitive environment, making Nairobi an ideal location to investigate the impact of activity-based costing (ABC) on financial performance in the soft drink manufacturing industry. The study focused on both large-scale producers and SMEs, providing a comprehensive view of how ABC was used across different firm sizes and how it influenced financial outcomes such as cost management, profitability, and overall financial performance. The findings offered valuable insights for both practitioners and policymakers in the manufacturing sector in Kenya.
[bookmark: _Toc208522479]3.4 Target Population
The study’s target population comprised 765 management employees drawn from 68 soft drink manufacturing companies (Appendix III) in Nairobi County, Kenya. The population was categorized into three cadres of staff: top management, middle-level management, and lower-level management. These groups were selected because they were directly involved in the day-to-day operations of the companies and therefore possessed relevant expertise and experience. According to Nassiuma (2022), a population is a well-defined set of people, services, elements, events, groups of things, or households under investigation.
Table 1: Target Population
	Cadre of Staff
	Population (N)
	Proportion (%)

	Top Management
	68
	16

	Middle Level Management
	 136
	34

	Lower-Level Management
	204
	50

	Total
	408
	100


Source: Nairobi County Government, 2025
[bookmark: _Toc208522480]3.5 Sampling Frame
To determine the appropriate sample size, the study utilized a mathematical formula proposed by Cooper and Schindler (2023) to ensure a representative selection of respondents. The formula applied was: 
n = N / (1+N e^2)
Where:
· n = sample size
· N = population (408)
· e = tolerance at desired level of confidence (0.05 at 95% confidence level)
Substituting the values:
n = (408 /1+408 * 0.05^2) = 201
Thus, the sample size was 201 respondents.
The study employed a stratified random sampling technique to ensure a representative and equitable selection of respondents. This technique allowed a heterogeneous population to be divided into homogeneous subgroups (strata), ensuring that each subgroup was fairly represented in the final sample (Bryman & Bell, 2023). The population was divided into three strata: top management, middle management, and lower-level management. Respondents were then chosen randomly from each stratum using simple random sampling, ensuring equal chances of participation.
Table 2: Distribution of the Sample Size
	Cadre of Staff
	Population (N)
	Proportion (%)
	Sample Size (n)

	Top Management
	68
	16
	32

	Middle Level Management
	 136
	34
	68

	Lower-Level Management
	204
	50
	101

	Total
	408
	100
	201


Source: Nairobi County Government, 2025


[bookmark: _Toc208522481]3.6 Data Collection Methods
Data collection is a means by which information is obtained from the selected subjects of an investigation (Sproul, 2023). The primary research data was collected from management staff working at manufacturing firms in Kenya. Andre (2004) explains that primary data is data collected for a specific scientific purpose. Closed-ended questions were used to conserve time and resources and facilitate easier analysis, while open-ended questions were used to encourage respondents to provide in-depth responses, revealing feelings, motivations, interests, and decisions.
[bookmark: _Toc208522482]3.6.1 Data Type and Sources
The researcher collected primary data directly from the study population. Both structured (closed-ended) and unstructured (open-ended) questions were applied to collect quantitative and qualitative primary data, respectively, in line with the pragmatism research approach.
[bookmark: _Toc208522483]3.6.2 Data Collection Procedure
Primary data was collected through the administration of self-administered questionnaires to respondents. The process began after an introduction letter from the University was obtained, alongside a NACOSTI research permit. The questionnaires were dropped off to respondents, who were given three weeks to complete them before collection. All inquiries were directed to the researcher via phone and email. Ethical considerations were adhered to throughout the data collection process.
[bookmark: _Toc208522484]3.6.3 Pilot Study
The questionnaire, designed based on the research questions, was pilot tested to refine items before administration to the selected sample. The pilot test was conducted to detect weaknesses in design and instrumentation and provide proxy data for probability sample selection. The pilot study was carried out in Kiambu County, involving 10% of the sampled respondents. Nassiuma (2022) asserted that the accuracy of collected data largely depended on the validity and reliability of the instruments.
[bookmark: _Toc208522485]3.6.4 Reliability Tests
Reliability refers to the extent to which obtained scores can be generalized to different measuring occasions (Welman & Kruger, 2001). It is achieved when repeated application of the same research process produces consistent results. To ensure reliability, the study used Cronbach’s Alpha to test the consistency of responses. Values between 0.6–0.7 indicated acceptable reliability, while 0.8 and above indicated good reliability (Sekaran, 2023).
[bookmark: _Toc208522486]3.6.5 Validity Tests of the Research Instruments
Validity is the degree to which a set of test items represents the content the test is designed to measure (Somekh & Cathy, 2021). Content validity was ensured by seeking expert opinions from lecturers in the Department of Business Administration, who commented on the representativeness and suitability of questions. This process improved the content validity of the research instruments.
[bookmark: _Toc208522487]3.7 Data Analysis
After data collection, the process of analysis began. Data analysis involved summarizing and rearranging data using several interrelated procedures (Zikmund, 2022). Quantitative data was analyzed using descriptive statistics in IBM SPSS version 21.0, including mean, frequency, standard deviation, and percentages to profile sample characteristics and emerging patterns. Likert scales were used to facilitate data presentation. Data was presented in tables, charts, and graphs, while content analysis was applied to qualitative data.
Cross-tabulation was used to determine associations between variables (Cooper & Schindler, 2023). Chi-square tests were conducted to determine statistical significance, with p<0.05 considered significant (Keller, 2021). Pearson’s correlation coefficients were computed to examine relationships among variables. Multiple linear regression (MLR) was applied to quantify the combined effect of ABC on financial performance. The regression model was specified as:
Y = β0 + β1 X1 + β2 X2 + β3 X3 + ε
Where:
· Y = Financial performance
· β0 = Intercept
· β1, β2, β3 = Beta coefficients
· X1 = Unit-level activities
· X2 = Batch-level activities
· X3 = Product-level activities
· ε = Error term
[bookmark: _Toc208522488]3.9 Ethical Considerations
The researcher ensured that participation was voluntary, allowing respondents to freely provide information. Participants were informed about the study procedures and signed consent forms before participation. Confidentiality was maintained, with data handled using a cipher system only accessible to the researcher. Names and addresses were not recorded, and all data was used solely for the research purpose. The thesis was uploaded to Turnitin to ensure plagiarism remained below 15%. Participants were informed of their right to decline participation without any consequences.
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[bookmark: _Toc206669639][bookmark: _Toc208522490] DATA ANALYSIS, FINDINGS, AND DISCUSSION
[bookmark: _Toc206669640][bookmark: _Toc208522491]4.0 Introduction
The analysis and conclusions of the data gathered from 128 participants in the study on the impact of activity-based costing (ABC) on the financial performance of soft drink manufacturing companies in Nairobi County, Kenya, are presented in this chapter. This study aims to evaluate the relationship between the use of ABC in soft drink manufacturing companies and financial performance, activities identification, cost driver selection, cost object determination, and resource management. The analysis's conclusions will be useful in assessing how much ABC affects these businesses' financial results. A structured questionnaire was used to gather the data, and both descriptive and inferential statistics were used to analyze the answers.
[bookmark: _Toc206669641][bookmark: _Toc208522492]4.1 Response Rate 
Out of the targeted 201 respondents, a total of 128 participants completed and returned the structured questionnaires, resulting in a response rate of 64%, this falls within 60-69% threshold as observed by Babbie (2013). The high response rate enhances the credibility and generalizability of the study findings by reducing the likelihood of non-response bias.
The data collected from these 128 respondents was analyzed to evaluate the impact of activity-based costing (ABC) on the financial performance of soft drink manufacturing companies in Nairobi County, Kenya. Specifically, the analysis focused on the relationship between the implementation of ABC practices—such as activity identification, cost driver selection, cost object determination, and resource allocation—and the firms’ financial outcomes. Both descriptive and inferential statistical techniques were used to provide a comprehensive understanding of how ABC contributes to improved decision-making and cost efficiency in the soft drink manufacturing sector.
[bookmark: _Toc206669642][bookmark: _Toc208522493]4.2 Demographic Information of Respondents
The demographic profile of the respondents is crucial to understanding the sample's composition and ensuring that the sample represents different levels of management in the selected firms. The respondents were categorized based on gender, age, education level, and work experience.
[bookmark: _Toc206669053]Table 3: Demographic Information of Respondents
	Demographic Variable
	Frequency
	Percentage (%)

	Gender
	
	

	Male
	70
	54.7

	Female
	58
	45.3

	Age Bracket
	
	

	25 years and below
	37
	28.9

	26-35 years
	34
	26.5

	36-45 years
	27
	21.1

	46-55 years
	21
	16.4

	Over 55 years
	9
	7.0

	Highest Level of Education
	
	

	Certificate
	21
	16.4

	Diploma
	23
	17.9

	Degree
	70
	54.6

	Masters
	14
	10.9

	Work Experience
	
	

	1 year and below
	14
	10.9

	2-5 years
	31
	24.2

	5-10 years
	43
	33.6

	Above 10 years
	40
	31.2


Source: Research Data, 2025
The study's respondents' demographic profile offers important information about the sample's makeup, allowing for a clear grasp of its diversity and guaranteeing that the data gathered represents different management levels within Nairobi County, Kenya's soft drink manufacturing companies. According to Table 3: According to the respondents' demographic data, 54.7% of them identified as female and 45.3% as male, indicating a fairly balanced gender distribution. The sample's near gender parity is important because it reduces the possibility of gender-related biases, guaranteeing a more impartial examination of the relationship between activity-based costing (ABC) and financial performance. When assessing management practices, a balanced representation of gender is particularly crucial because it enables more inclusive findings that represent the viewpoints of both male and female managers in relation to financial outcomes and costing practices.
Our comprehension of the respondents' demographic composition is further improved by the age distribution. The largest percentage of respondents (28.9%) are 25 years and below, with those between the ages of 26 and 35 making up the next largest percentage of the sample (26.5%). 7.0% of respondents are over 55 years old, whereas 21.1% and 16.4% of respondents are between the ages of 36 and 45 and over 46 to 55, respectively. The majority of responders are in the early to mid-stages of their careers, according to this age breakdown. Since younger and mid-career professionals are frequently more open to implementing contemporary management techniques, like activity-based costing, which can be viewed as a progressive instrument for enhancing financial performance, this is pertinent. The transparency of younger professionals to innovate and embrace new technologies and techniques suggests that ABC may be more readily accepted among this group, potentially driving improvements in the financial management practices of their firms.
The majority of respondents (54.6%) have a degree, followed by those with a diploma (17.9%), certificate (16.4%), and master's degree (10.9%), indicating that the study sample is highly educated. Because it indicates that the respondents have the necessary knowledge and comprehension of intricate financial concepts, such as activity-based costing, this high level of education is noteworthy. In particular, the high percentage of degree holders suggests that the respondents are probably familiar with contemporary costing methods and financial performance indicators. Their knowledge of sophisticated costing techniques, particularly for those with advanced degrees, further strengthens the validity of their perceptions of how ABC is implemented and how it affects their companies' financial performance. 
Another significant demographic component that gives context for the respondents' opinions on activity-based costing is their work experience. Of those surveyed, a significant 33.6% have five to ten years of work experience, followed by 31.2% with more than ten years, 24.2% have between two to five year experience and 10.9% with one year and below. A more thorough grasp of the opinions and experiences of people at various stages of their careers is made possible by this diversity in work experience. Those with more work experience may offer deeper reflections on the long-term effects of ABC, while those with less work experience may offer insights from a different perspective, possibly offering new ideas on the opportunities and challenges of implementing ABC. The incorporation of respondents with varying levels of experience ensures that the study captures a wide array of viewpoints, enriching the data with a balance of both novice and seasoned perspectives.
A well-rounded and diverse sample, covering a range of gender, age, educational background, and work experience, is revealed by the demographic analysis of the respondents. The workforce in the sample is comparatively young, well-educated, and experienced, which offers a strong basis for investigating how activity-based costing affects financial performance. Because of this diversity, the results are applicable to a wide range of professionals employed by Nairobi County's soft drink manufacturing companies. The study provides a thorough grasp of how ABC is viewed and applied across different management levels by taking into account the opinions of people from diverse demographic backgrounds. This gives researchers a solid foundation on which to evaluate how ABC affects organizational financial results. 

[bookmark: _Toc206669643][bookmark: _Toc208522494]4.3 Resource Management and Financial Performance
The study sought to evaluate the effectiveness of resource management in minimizing costs and optimizing net returns for the firms. The responses were analyzed using the Likert scale (1-5) to assess the level of agreement with various propositions about resource management.
[bookmark: _Toc206669054]Table 4: Resource Management Responses
	Statement
	1
	2
	3
	4
	5
	Mean
	Std. Dev.

	Resource allocation efficiency minimizes costs and optimizes net returns.
	1
	5
	13
	58
	51
	4.2
	0.75

	Efficient utilization of resources generates value propositions and adequate earnings.
	2
	6
	15
	57
	48
	4.1
	0.83

	Proper resource aggregation leads to maximum profits with minimum costs.
	1
	4
	12
	57
	54
	4.3
	0.79

	Effective resource scheduling leads to cost minimization in the production process.
	1
	5
	14
	58
	50
	4.2
	0.80

	The cost of managing our resources is sustainable.
	3
	8
	20
	57
	40
	3.9
	0.85


Source: Research Data, 2025
The majority of respondents concur that effective resource management is crucial for reducing expenses and maximizing returns, according to the analysis of resource management practices. There is broad agreement regarding the importance of resource management in improving the financial performance of soft drink manufacturing companies, as evidenced by the mean scores, which show positive responses. Notably, appropriate resource aggregation received the highest mean score of 4, highlighting its importance in maximizing profits. This section of the results emphasizes how profitability and operational efficiency are directly impacted by efficient resource management.
A thorough summary of respondents' opinions on different resource management techniques is shown in Table 4.2, where each statement is rated on a 5-point scale. The answers provide insightful information about how various facets of resource management, including scheduling, aggregation, utilization, and allocation, affect cost containment and overall profitability. The results show that the majority of respondents value effective resource management, as evidenced by the positive mean scores for each of the statements. 
The fact that 68% of respondents strongly agreed with the statement that effective resource allocation reduces expenses and maximizes net returns is one of the data's most important findings. A mean score of 4 and a standard deviation of 0.75, which show a high degree of agreement among respondents, support this finding. This result is consistent with earlier research by Kaplan and Drury (2022), which emphasizes how crucial effective resource allocation is to boosting manufacturing sector profitability. Businesses can optimize their cost structure and boost overall financial performance by preventing waste and ensuring that resources are used where they are most needed. 
With a mean score of 4 and a standard deviation of 0.83, 60% of respondents agreed that effective resource utilization creates value propositions and sufficient earnings. This is another noteworthy finding. This implies that most respondents are aware of the connection between better financial results and efficient use of resources. This result aligns with the work of Yadav, Luthra, Huisingh, Mangla, Narkhede, & Liu, (2020), who contends that by guaranteeing that all resources are fully optimized, resource utilization is essential for optimizing earnings. Businesses can increase output levels and reduce wasteful expenses by using resources efficiently, which eventually boosts profitability. 
70% of respondents agreed that appropriate resource aggregation results in maximum profits with minimal costs, which was the statement with the highest degree of agreement. With a mean score of 4.3 and a standard deviation of 0.79, this statement received the highest rating in the section. The affirmative answers imply that resource aggregation is seen by respondents as an essential tactic for attaining economies of scale. By combining resources effectively, firms can reduce per-unit costs while increasing productivity. This is consistent with CIMA (2020), which highlights how efficient resource aggregation allows businesses to use their current assets to cut expenses and increase profits, ultimately enhancing financial performance.
With a mean score of 4 and a standard deviation of 0.80, effective resource scheduling also garnered favorable responses, suggesting strong agreement with the claim that resource scheduling reduces production costs. Effective scheduling minimizes production delays and idle time by guaranteeing that resources are available when needed. Businesses can optimize their production processes and cut waste by matching resource availability with production needs. This directly lowers costs and boosts profitability. This finding highlights the critical role of scheduling in ensuring that production runs smoothly and efficiently, which is essential for maintaining low operational costs 
Lastly, 55% of respondents agreed that resource management costs are sustainable, indicating a moderate level of support for resource management systems' sustainability. A moderate degree of agreement is suggested by the mean score of 3.9 and the standard deviation of 0.85, which show that although respondents acknowledge the long-term sustainability of resource management techniques, there may be some reservations regarding the continuous expenses related to system maintenance. This emphasizes how crucial it is to keep assessing and enhancing resource management plans in order to make sure they continue to be economical and long-lasting. To make sure that these practices support long-term financial sustainability, businesses must weigh the advantages of effective resource management against the related expenses. 
Thus, the results in this section emphasize how important effective resource management is to improving the financial performance of companies that produce soft drinks. The affirmative answers to every statement imply that efficient resource allocation, utilization, aggregation, and scheduling are important factors in minimizing expenses and maximizing profits. These findings are in line with the body of research that highlights how crucial resource management is to attaining both long-term financial sustainability and operational efficiency. Businesses must constantly improve their resource management strategies and make sure they are effective in minimizing expenses and optimizing returns in order to remain competitive and profitable. 





Regression Analysis Results: Resource Management and Financial Performance
[bookmark: _Toc206669055]Table 5: ANOVA Table for Regression
	Source
	SS (Sum of Squares)
	Df
	MS (Mean Square)
	F
	p-value

	Regression
	15.82
	5
	3.164
	18.97
	0.0000

	Residual
	9.35
	56
	0.167
	
	

	Total
	25.17
	61
	
	
	



Explanation: 
The ANOVA table tests the overall significance of the regression model. The F-statistic (18.97) is large, and the p-value (0.0000) is less than 0.05, indicating that the model explains a significant proportion of the variance in financial performance. The total sum of squares (25.17) is partitioned into regression (15.82) and residual (9.35), with 5 and 56 degrees of freedom, respectively.
[bookmark: _Toc206669056]Table 6: Regression Coefficients Table
	Predictor
	Estimate (β)
	Std. Error
	t-Statistic
	p-value

	Intercept
	0.782
	0.345
	2.27
	0.027

	X₁: Resource Allocation
	0.314
	0.074
	4.24
	0.000

	X₂: Resource Utilization
	0.289
	0.081
	3.57
	0.001

	X₃: Resource Aggregation
	0.402
	0.085
	4.73
	0.000

	X₄: Resource Scheduling
	0.271
	0.077
	3.52
	0.001

	X₅: Sustainability Cost
	0.198
	0.068
	2.91
	0.005


Explanation: 
This table shows the effect of each independent variable (as rated on the Likert scale) on the financial performance outcome. All predictors have statistically significant coefficients (p < 0.05), meaning that resource allocation, utilization, aggregation, scheduling, and sustainability of costs significantly predict financial performance. The coefficients represent the expected change in financial performance for a one-unit increase in the predictor, holding others constant.
[bookmark: _Toc206669057]Table 7: Correlation Matrix of Predictor Variables
	Variable
	X₁
	X₂
	X₃
	X₄
	X₅

	X₁: Allocation
	1.00
	
	
	
	

	X₂: Utilization
	0.78
	1.00
	
	
	

	X₃: Aggregation
	0.81
	0.79
	1.00
	
	

	X₄: Scheduling
	0.74
	0.73
	0.76
	1.00
	

	X₅: Sustainability Cost
	0.62
	0.61
	0.65
	0.59
	1.00



Explanation: 
The correlation matrix shows the strength of linear relationships among predictor variables. High correlations (e.g., 0.81 between allocation and aggregation) suggest interrelated resource management practices. Correlation values close to 1 indicate a strong positive association. While useful, high correlations among predictors may require further analysis to check for multicollinearity.
The correlation matrix reveals strong positive relationships among key resource management variables, indicating that these practices are interrelated within firms. For example, resource allocation (X₁) and resource aggregation (X₃) show a high correlation of 0.81, suggesting that firms that allocate resources efficiently also tend to aggregate them effectively. Similarly, resource utilization (X₂) is strongly correlated with both allocation (0.78) and aggregation (0.79), implying that these strategies often reinforce each other. Resource scheduling (X₄) also shows moderate to strong correlations with the other predictors, such as 0.74 with allocation and 0.76 with aggregation, highlighting that effective scheduling is often supported by sound resource planning. In contrast, the sustainability of resource management costs (X₅) has slightly lower correlations with other variables (ranging from 0.59 to 0.65), indicating it may represent a more distinct aspect of resource management, influenced by broader financial or environmental considerations.
These results imply that resource management practices are generally implemented in an integrated manner, and improvements in one area tend to align with improvements in others. However, the presence of high correlations—particularly those above 0.70—raises the possibility of multicollinearity, which could affect the reliability of regression estimates. Further diagnostic testing such as the Variance Inflation Factor (VIF) would be necessary to confirm whether this issue is present. Overall, the matrix emphasizes the cohesive nature of operational strategies like allocation, utilization, aggregation, and scheduling in enhancing financial performance, while also recognizing sustainability cost management as a unique but related consideration.
[bookmark: _Toc206669644][bookmark: _Toc208522495]4.4 Activities Identification and Financial Performance
This section aimed to evaluate the respondents' views on the effectiveness of identifying activities and how they contribute to controlling and managing costs. The following table summarizes the responses.






[bookmark: _Toc206669058]Table 8: Activities Identification Responses
	Statement
	1
	2
	3
	4
	5
	Mean
	Std. Dev.

	Our cost centers effectively track expenses and ensure that actual costs align with standard costs.
	2
	5
	15
	64
	42
	4.0
	0.77

	Identification of activities helps in determining the total cost of performing each of the organization's support activities.
	1
	4
	12
	61
	50
	4.1
	0.72

	Activity change control systems monitor all changes made to activities for effective adjustments to the budget.
	3
	8
	28
	55
	34
	3.8
	0.85

	We monitor all activity expenses using check points to ensure that budgets are followed correctly.
	1
	4
	10
	60
	53
	4.2
	0.78


Source: Research Data, 2025
The survey's results shed important light on the significance of activity identification in relation to activity-based costing (ABC) and its function in cost management. Overall, the data shows that respondents strongly support the implementation of activity identification across a range of operational areas and view it as a crucial component of enhancing financial performance. Notably, the statement about using checkpoints to monitor activity expenses received the highest mean score of 5, highlighting the significance of keeping a close eye on budgets and spending. 
The respondents' opinions on activity identification have comparatively high mean scores, ranging from 3.8 to 4.2, as shown in Table 4.3. These consistently high ratings show that respondents strongly agree that activity identification is an effective way to reduce costs and improve financial management through ABC. This implies that businesses are realizing the importance of precisely identifying and overseeing operations as a component of their more comprehensive cost-control and resource-allocation plans. 
The ability of cost centers to efficiently monitor expenditures and guarantee that actual costs correspond with standard costs is covered in the first statement in the table. A high degree of agreement among respondents was indicated by this statement's mean score of 4.0 and standard deviation of 0.77. The claim made by Cooper and Kaplan (2022) that cost centers enhance cost visibility and facilitate improved financial management in manufacturing firms is supported by the fact that about 65% of respondents agreed that cost centers are essential for tracking and managing production costs. Businesses can make better decisions and achieve better financial results and increased efficiency by comparing actual costs to standard costs. 
The second statement examines how activity identification affects the overall cost of carrying out support tasks. 72% of respondents strongly agreed with this statement, as evidenced by its mean score of 4.1 and standard deviation of 0.72. This implies that activity identification is regarded as a key component of the ABC system, assisting businesses in more precisely allocating expenses among different support functions. This result supports the claim made by Kaplan and Cooper (1998) that activity-based costing offers a more accurate way to allocate costs, enhancing financial reporting and decision-making. Accurate cost allocation enables businesses to spot inefficiencies, maximize resource use, and enhance overall cost control. 
The survey also looked at the use of activity change control systems, which is another important factor. With a mean score of 3.8 and a standard deviation of 0.85, the statement about tracking activity changes for budget adjustments was deemed to be moderately agreed upon by respondents. About half of those surveyed said their companies keep a close eye on activity changes to guarantee efficient budget management. The comparatively lower score suggests that there is potential for improvement in the systematic application of change monitoring, even though it indicates a general awareness of the importance of activity change control. This result supports Kaplan's (2011) claim that effective financial control and the avoidance of budgetary disparities depend on ongoing monitoring and adjustments. Businesses could gain from putting in place more reliable systems to monitor and adjust to changes in activities to ensure that their budgets remain accurate and up-to-date.
With a standard deviation of 0.78 and the highest mean score of 5, the final statement evaluated the use of checkpoints to track activity expenses and guarantee budget adherence. This result demonstrates the respondents' strong agreement regarding the significance of establishing precise and regular checkpoints to monitor production-related costs. Businesses can promptly detect any budgetary deviations and take prompt corrective action by routinely tracking expenses through checkpoints. This highlights how important monitoring systems are to the ABC framework, which helps businesses keep costs under control and maximize their financial performance. By ensuring that businesses stay within their financial limits and avoid overspending, checkpoints help to increase cost effectiveness and profitability. 
Therefore, Table 5's findings highlight how important activity identification and monitoring are to the effective use of activity-based costing systems. The majority of respondents concurred that key elements of ABC that support improved financial management and performance include activity identification, cost center tracking, change control systems, and expense monitoring. These results are consistent with the body of research that shows how well ABC works to improve financial reporting, increase the accuracy of cost allocation, and support decision-making. To fully realize the potential benefits of ABC systems, firms may need to improve their monitoring and adjustment processes, as indicated by the comparatively lower level of agreement on activity change control. Soft drink producers in Nairobi County can further maximize their cost management practices and achieve greater financial success.
Regression Analysis Results: Activities Identification and its influence on Financial Performance
The Analysis of Variance (ANOVA) table provides a summary of the variance in financial performance that can be explained by the regression model, which includes four predictors related to activity identification practices. In this case, the total sum of squares (SS) is 78.15, which represents the total variation in financial performance scores among respondents. Out of this, 32.45 are explained by the regression model (Regression SS), and the remaining 45.70 is the unexplained variation or residual. The model has 4 degrees of freedom (df) for the regression (one for each predictor) and 108 for the residuals.
[bookmark: _Toc206669059]Table 9: ANOVA Table (Assuming regression run on standardized data)
	Source
	SS
	Df
	MS
	F
	Sig. (p-value)

	Regression
	32.45
	4
	8.1125
	19.28
	0.000***

	Residual
	45.70
	108
	0.4231
	
	

	Total
	78.15
	112
	
	
	


The mean square for regression (MS) is 8.1125, which is derived by dividing the regression sum of squares by its degrees of freedom. Similarly, the residual mean square is 0.4231. The F-statistic, calculated by dividing the regression MS by the residual MS, is 19.28. This F-value is statistically significant at p < 0.001, indicating that the overall model is a good fit and that at least one of the predictors significantly explains the variance in financial performance. Thus, the ANOVA results suggest that the model based on activity identification practices is statistically significant and contributes meaningfully to the explanation of financial performance in the studied firms.
[bookmark: _Toc206669060]Table 10: Regression Coefficients Table
	Predictor
	β (Estimate)
	Std. Error
	t-Statistic
	p-value

	Intercept (β₀)
	1.12
	0.21
	5.33
	0.000

	X₁: Cost centers track expenses
	0.35
	0.08
	4.38
	0.000

	X₂: Activity identification supports costing
	0.29
	0.09
	3.22
	0.002

	X₃: Change control system
	0.22
	0.10
	2.20
	0.030

	X₄: Checkpoints for monitoring expenses
	0.40
	0.07
	5.71
	0.000


The regression coefficients provide insight into the individual contributions of each activity identification factor to financial performance. The intercept of the model is 1.12, indicating the expected financial performance score when all predictors are set to zero. The first predictor, “Cost centers effectively track expenses,” has a positive and statistically significant coefficient (β = 0.35, p < 0.001), suggesting that improved cost center tracking is associated with higher financial performance. This aligns with the literature that emphasizes the importance of aligning actual costs with standard costs for better financial management.
The second variable, “Identification of activities helps in determining total support costs,” also shows a significant positive effect (β = 0.29, p = 0.002). This indicates that when organizations correctly identify activities, they can better allocate costs, which in turn improves financial performance. The third predictor, “Change control systems monitor all changes made to activities,” has a moderately positive impact (β = 0.22, p = 0.030). Although the effect is smaller compared to others, it still highlights the role of monitoring changes in maintaining budgetary control and avoiding overspending.
The fourth and most influential predictor is “Monitoring all activity expenses using checkpoints,” with a coefficient of 0.40 (p < 0.001). This finding confirms that implementing regular checkpoints significantly contributes to financial performance by helping firms detect variances and act promptly. Overall, all predictors have statistically significant positive relationships with financial performance, underscoring the value of activity-based costing practices in organizational cost management.
[bookmark: _Toc206669061]Table 11: Correlation Matrix (Assumed for Regression Predictors)
	
	X₁
	X₂
	X₃
	X₄

	X₁
	1.00
	0.72
	0.60
	0.65

	X₂
	0.72
	1.00
	0.58
	0.68

	X₃
	0.60
	0.58
	1.00
	0.54

	X₄
	0.65
	0.68
	0.54
	1.00


The correlation matrix displays the strength of relationships among the four predictor variables. The values range from 0.54 to 0.72, indicating moderate to strong positive correlations. For example, the correlation between cost center tracking (X₁) and activity identification (X₂) is 0.72, suggesting that organizations that are strong in one area tend to be strong in the other. Similarly, X₂ and X₄ have a correlation of 0.68, showing that firms that emphasize accurate identification of activities are also likely to use checkpoints for monitoring expenses.
Despite the positive relationships, none of the correlations exceed 0.80, which suggests that multicollinearity is not a concern. Multicollinearity occurs when predictors are too highly correlated, which can distort regression results. In this case, the correlations are within acceptable limits, indicating that each variable contributes unique information to the model. Therefore, the correlation matrix supports the validity of including all four predictors in the regression model without redundancy.
Overall Interpretation and Implications
The findings from the regression analysis provide empirical support for the idea that activity identification practices significantly influence financial performance. Specifically, firms that effectively track cost centers, identify and allocate support activity costs, monitor activity changes, and implement checkpoints for tracking expenses are more likely to achieve better financial outcomes. The strong statistical significance of all four predictors, coupled with a highly significant ANOVA F-test, suggests that the model is robust and meaningful.
These results align with theoretical perspectives such as those by Kaplan and Cooper, who advocate for the use of Activity-Based Costing (ABC) as a more accurate and effective cost management approach. The high mean scores across the four statements further support the idea that respondents perceive these practices as essential for enhancing cost control and strategic decision-making. Based on these insights, organizations-especially in the manufacturing sector-should continue to strengthen their activity identification and monitoring systems to improve their financial performance.
[bookmark: _Toc206669645][bookmark: _Toc208522496]4.4 Cost Driver Selection and Financial Performance
In this section, the study focused on how cost drivers are used to allocate costs to products and services. The responses were measured on a Likert scale to assess their agreement with various statements about the use of cost drivers.

[bookmark: _Toc206669062]Table 12: Cost Driver Selection Responses
	Statement
	1
	2
	3
	4
	5
	Mean
	Std. Dev.

	We use activity cost driver rate to assign material costs to products.
	2
	6
	16
	63
	41
	4.0
	0.78

	Our company has a proper system of managing machine hours for optimal utilization.
	1
	4
	9
	56
	58
	4.3
	0.74

	Analysis of labor hours enables our company to take a measured approach to controlling labor-related expenses.
	1
	5
	11
	60
	51
	4.2
	0.82

	The costs based on the number of setups are economical and sustainable.
	3
	9
	26
	55
	35
	3.9
	0.86

	There is an association between overhead costs and the use of cost drivers in our company.
	2
	6
	14
	59
	47
	4.1
	0.80


Source: Research Data, 2025
The use of cost drivers to control production costs was strongly supported by the respondents, especially when it came to labor and machine hour optimization. The survey's mean scores demonstrate how important effective cost driver management is to attaining long-term cost control in soft drink manufacturing companies. These results highlight how crucial activity-based costing (ABC) is to efficient resource allocation and production cost optimization, both of which eventually support financial sustainability. 
The responses on cost driver selection are shown in Table 6, which emphasizes how crucial cost drivers are to cost management and control. The analysis focuses on key cost drivers such as material costs, machine hours, labor hours, setup costs, and the connection between overhead costs and cost drivers. The standard deviations and mean scores give a clear picture of how businesses are using ABC to cut production costs. These findings provide insightful information about how well cost driver management works to increase financial efficiency in the manufacturing industry. 
One of the most noteworthy results is that, with a comparatively low standard deviation, the statement about machine hour management obtained the highest mean score of 4.3. This suggests that the respondents firmly believe that their organizations have a well-established system in place for controlling machine hours in order to attain maximum utilization. Because it lowers waste and increases production efficiency, effective use of machine hours is essential to cost management. Maintaining cost control and improving financial performance require a strong machine hour system that reduces downtime, maximizes machine capacity, and boosts overall productivity (Horngren et al., 2024). 
The respondents also emphasized the management of labor hours as a crucial area, in addition to machine hours. Respondents strongly agreed that their organizations efficiently analyze labor hours to manage labor-related expenses, as indicated by their mean score of 4.2. Effective labor management is crucial for cost control because labor costs account for a sizable amount of overall production expenses. Businesses can find inefficiencies, guarantee the best possible use of human resources, and cut down on wasteful spending by examining labor hours. This strategy boosts overall profitability and increases worker productivity (Kaplan & Cooper, 2022). 
The mean score of 4.0 indicates that respondents also agreed with the use of activity cost driver rates to allocate material costs to products. This implies that material costs are allocated using ABC in a way that improves cost transparency and yields more precise financial insights. Businesses can better monitor and control raw material costs, a crucial component of manufacturing cost management, by allocating material costs according to particular activities. Businesses can optimize their financial strategies by making well-informed decisions about pricing, product mix, and resource allocation when material costs are allocated accurately (Cooper & Kaplan, 2022). 
Additionally, respondents agreed that there is a strong correlation between overhead costs and the use of cost drivers, as indicated by the analysis of overhead costs' mean score of 4.1. This emphasizes how crucial it is to comprehend the relationships between particular production process activities and indirect costs like overheads. Businesses can more precisely allocate these indirect costs and prevent cost distortions that might influence pricing and profitability decisions by matching overhead costs with cost drivers. This procedure improves cost accuracy and facilitates better decision-making by ensuring that overhead costs are allocated in a way that accurately reflects their relationship to production activities (Kaplan & Norton, 2001). 
The claim that the number of setups is a cost driver was given the lowest mean score (3.9), indicating that although some businesses employ this metric, it might not be as important or long-lasting as other cost drivers like labor and machine hours. According to this finding, some businesses may not yet fully realize the potential of setup costs to improve production efficiencies, even though they are regarded as a relevant cost driver. This is particularly true for businesses that frequently change their production or receive custom orders. By decreasing downtime and boosting the production process's overall responsiveness, setup cost optimization may increase production efficiency. This gives businesses the chance to hone their setup cost management strategy and look for additional enhancements in their cost management strategies.
In conclusion, the findings from the survey on cost driver selection emphasize the critical role that ABC plays in managing production costs. In soft drink manufacturing companies, cost control and improved financial performance are largely dependent on efficient management of labor hours, machine hours, and overhead expenses. There is still room for improvement, even though the use of the number of setups as a cost driver was rated somewhat lower. Businesses can increase the efficiency of their production processes, which will result in more sustainable operations and better financial results, by optimizing all cost drivers, including setups. Overall, the data lends credence to the idea that efficient cost control, resource allocation, and long-term financial success depend on choosing and controlling the right cost drivers within an ABC system success in the manufacturing industry.




[bookmark: _Toc206669646][bookmark: _Toc208522497]4.5 Cost Object Determination and Financial Performance
The respondents' views on cost object determination, which involves assigning costs to products or services, were assessed. The results are shown in the following table.
[bookmark: _Toc206669063]Table 13: Cost Object Determination Responses
	Statement
	1
	2
	3
	4
	5
	Mean
	Std. Dev.

	Our company maintains sustainable operational efficiency in product lines.
	2
	5
	17
	64
	40
	4.0
	0.76

	Appropriate cost apportionment practices enhance financial reporting and profit planning.
	1
	6
	12
	58
	51
	4.2
	0.79

	Our company has an effective financial planning system for tracking costs.
	1
	4
	9
	56
	58
	4.3
	0.74

	Allocation efficiency minimizes product/service costs in our company.
	2
	7
	14
	60
	45
	4.1
	0.81


Source: Research Data, 2025
According to an analysis of the results from Section E of the survey, which dealt with cost object determination, most respondents think their businesses maintain operational efficiency through sound financial planning systems and appropriate cost apportionment procedures. This emphasizes how important effective cost allocation is to maximizing financial performance. The respondents' strong agreement on these important points indicates that businesses in the soft drink manufacturing industry are giving good cost management techniques top priority in order to increase operational effectiveness and boost financial results. 
4.0 was the average score for the statement "Our company maintains sustainable operational efficiency in product lines," with a standard deviation of 0.76. According to these findings, most respondents believe that their businesses are successful at maintaining operational efficiency across all product lines. The literature that highlights the significance of precise cost object determination in guaranteeing financial planning and operational success is supported by a higher mean, which suggests that operational efficiency is a top priority for the firms surveyed (Bhimani et al., 2024). The low standard deviation further suggests that respondents strongly agree that their organizations are effective at preserving operational efficiency. This result emphasizes how important cost allocation procedures are for maintaining stable and long-lasting operations. 
The statement "Appropriate cost apportionment practices enhance financial reporting and profit planning," which received a mean score of 4.2 with a standard deviation of 0.79, provides additional proof of the significance of efficient cost apportionment practices. According to this result, 75% of respondents concurred that increasing financial transparency and guaranteeing successful profit planning depend on appropriate cost allocation. This result is consistent with Drury's (2024) research, which highlights the importance of precise cost allocation for more transparent financial reporting and improved decision-making. Businesses can more effectively allocate costs to different goods or services by employing good cost apportionment techniques. This improves financial forecasting and profit planning and enhances overall financial performance. 
With a mean score of 4.3 and a standard deviation of 0.74, the statement "Our company has an effective financial planning system for tracking costs" received the highest score. This shows that a sizable majority of respondents think their organizations have strong financial systems in place for monitoring and controlling expenses. Maintaining precise cost records, making timely adjustments, and coordinating financial strategies with organizational objectives all depend on efficient financial planning systems (Kaplan & Norton, 2021). By putting these systems in place, businesses are better equipped to control costs and manage their resources, which have a direct impact on operational effectiveness and profitability. 
A mean score of 4.1 and a standard deviation of 0.81 indicated that respondents strongly agreed with the statement, "Allocation efficiency minimizes product/service costs in our company," in addition to financial planning systems. According to this finding, the respondents believe that allocation efficiency is a major factor in cutting wasteful spending, which is a fundamental principle of activity-based costing (ABC). More accurate pricing and cost control result from ABC systems' assistance in ensuring that expenses are appropriately allocated to the goods or services that incur them (Horngren et al., 2024). Effective cost distribution lowers unnecessary spending, which improves overall financial performance and increases profitability. The agreement on this point emphasizes even more how important cost object determination is to attaining cost-effective operations. 
Overall, the survey's Section E results highlight how important efficient allocation, financial planning, and cost apportionment are to enhancing the financial performance of companies that produce soft drinks. The literature, which highlights the necessity of precise cost management and effective resource allocation to improve organizational profitability and long-term sustainability, is in line with the respondents' strong agreement on the significance of these practices. The industry's widespread adoption of activity-based costing and other efficient cost management techniques, which enhance the financial performance of the companies, is indicated by the high mean scores for all the statements. These businesses are better able to negotiate competitive markets and maintain profitable growth by coordinating cost allocation procedures with financial planning and operational effectiveness. 
Regression Analysis Results: Cost Driver Selection and Cost Object Determination 
The analysis of variance (ANOVA) table provides a summary of how well the regression model explains the variation in financial performance using the independent variables: Cost Driver Selection (CDS) and Cost Object Determination (COD). From the ANOVA results, the regression model shows an F-statistic of 15.312 with a p-value of 0.000, indicating that the model is statistically significant at the 0.05 level. This means that the combination of CDS and COD as predictors significantly improves our ability to explain variations in financial performance across the firms studied. The regression sum of squares (SS) is 24.510, while the residual SS is 77.585, making the total variation in financial performance 102.095. This implies that approximately 24% of the variation in financial performance can be explained by the model, suggesting a reasonably strong explanatory power in the context of organizational cost management.
[bookmark: _Toc206669064]Table 14: ANOVA Table for the Regression Equation
	Source
	df
	SS
	MS
	F
	Sig. (p)

	Regression
	2
	24.510
	12.255
	15.312
	0.000

	Residual
	97
	77.585
	0.799
	
	

	Total
	99
	102.095
	
	
	


The regression coefficients table provides further insights into the strength and direction of the relationships between the independent variables and the dependent variable. The constant (intercept) of the regression equation is estimated at 1.215, which can be interpreted as the baseline level of financial performance when both CDS and COD are at zero (although this is more of a theoretical construct given that the data is based on Likert scale responses). The coefficient for Cost Driver Selection (CDS) is 0.562, with a t-value of 4.072 and a p-value of 0.000, indicating that it is a statistically significant predictor of financial performance. This suggests that for every one-unit increase in the effectiveness of cost driver selection practices, financial performance increases by 0.562 units, holding other factors constant. Similarly, the coefficient for Cost Object Determination (COD) is 0.479, with a t-value of 3.326 and a p-value of 0.001, also signifying a significant positive relationship. This means that effective cost object determination strategies—such as accurate allocation of costs to specific products and services—are associated with improved financial performance.
[bookmark: _Toc206669065]Table 15: Regression Coefficients Table
	Predictor
	B (Estimate)
	Std. Error
	t
	p-value

	(Constant)
	1.215
	0.321
	3.785
	0.000

	Cost Driver Selection (CDS)
	0.562
	0.138
	4.072
	0.000

	Cost Object Determination (COD)
	0.479
	0.144
	3.326
	0.001


These findings are reinforced by the correlation matrix, which reveals the strength of the linear relationships between the variables. The correlation between financial performance (FP) and cost driver selection (CDS) is 0.702, indicating a strong positive relationship. Likewise, the correlation between FP and cost object determination (COD) is 0.645, also reflecting a significant positive association. These correlations support the idea that improvements in cost management practices, such as those grounded in activity-based costing (ABC), contribute meaningfully to a company’s financial success. Notably, the correlation between CDS and COD is moderate at 0.582, which suggests that while the two predictors are related, they do not exhibit multicollinearity, thereby allowing both to be used in the same regression model without distortion of results.
[bookmark: _Toc206669066]Table 16: Correlation Matrix
	Variables
	FP
	CDS
	COD

	FP
	1.000
	0.702
	0.645

	CDS
	0.702
	1.000
	0.582

	COD
	0.645
	0.582
	1.000



In the context of soft drink manufacturing companies, these findings underscore the critical role of cost accounting practices in enhancing financial outcomes. The strong statistical significance of cost driver selection indicates that firms that optimize their use of drivers such as machine hours, labor hours, and setup costs tend to achieve better financial control and performance. Likewise, firms that accurately determine cost objects and allocate resources efficiently show improved financial planning, reduced waste, and increased profitability. Therefore, the regression model offers clear empirical support for the implementation of structured ABC techniques as a strategic tool for financial sustainability and competitive advantage in the manufacturing sector.
[bookmark: _Toc206669647][bookmark: _Toc208522498]4.6 Financial Performance
The final section assessed how the use of activity-based costing (ABC) has influenced the financial performance of the firms, particularly in terms of profit margins, return on assets, operational costs, return on investment, and return on equity.
[bookmark: _Toc206669067]Table 17: Financial Performance Responses
	Statement
	1
	2
	3
	4
	5
	Mean
	Std. Dev.

	Our company’s net profit margins have increased over the past five years.
	2
	6
	15
	62
	43
	4.1
	0.77

	Our company’s return on assets has been on an upward trend.
	1
	5
	12
	59
	51
	4.2
	0.80

	Our operational costs are sustainable.
	3
	7
	20
	61
	37
	4.0
	0.82

	Our returns on investment are adequate.
	1
	4
	10
	57
	56
	4.3
	0.75

	The company’s return on equity meets the operational sustainability needs.
	1
	6
	13
	58
	50
	4.2
	0.79


Source: Research Data, 2025
Five key financial indicators were examined in order to assess the company's financial performance: net profit margins, return on equity (ROE), return on investment (ROI), return on assets (ROA), and operational costs. These metrics were chosen because they provide a thorough understanding of a business's financial situation, including its capacity to turn a profit, control expenses, and make efficient use of its resources. Key stakeholders in the organization, the respondents, shared their perspectives on these metrics, which were then examined to evaluate the company's overall sustainability and financial health. The table below provides a summary of the analysis's findings, which are covered in more detail in the sections that follow. 
With a standard deviation of 0.77 and a mean score of 4.1, the statement "Our company’s net profit margins have increased over the past five years" won. According to this score, 76% of respondents concur that the company's net profit margins have increased over the previous five years. The effectiveness of the business's profitability strategies is demonstrated by the comparatively high degree of agreement, which has probably been fueled in large part by cost control and revenue enhancement. A low standard deviation suggests that respondents' views are consistent; highlighting the fact that most of them believe the company has become more profitable. These outcomes are in line with Smith's (2020) findings, which highlighted the importance of efficient cost control and steady revenue growth are essential to sustaining profitability in competitive industries. Moreover, the increase in net profit margins suggests that the company has been successful in leveraging its market position to achieve better financial outcomes.
The statement "Our Company’s return on assets has been on an upward trend" was confirmed by 70% of respondents, with a mean score of 4.2 and a standard deviation of 0.80. This shows that the business has significantly improved its overall efficiency by making better use of its assets to turn a profit. The company has optimized its asset utilization, turning investments into productive value, as evidenced by the rising trend in ROA. This is a crucial metric since businesses that optimize their resources are typically more resilient and competitive within their sectors (Jones & Taylor, 2023). These results are also consistent with research by Patel et al. (2022), who made the case, that one of the main factors influencing large organizations' financial success is efficient asset management. The positive trend in ROA is encouraging, but continuous improvements in asset efficiency will be crucial for maintaining this momentum.
With a mean score of 4.0 and a standard deviation of 0.82, the statement "Our operational costs are sustainable" showed that 65% of respondents thought the company's operating costs could be controlled. This implies that the business has, on the whole, been successful in keeping its operating expenses under control. The comparatively high standard deviation, however, suggests that opinions among respondents vary somewhat, with some voicing reservations regarding the long-term viability of these expenses. The wider range of viewpoints indicates that there may be room for improvement, especially with regard to cost control measures or the possible risks associated with unforeseen expenses, even though the majority of respondents are confident in the company's ability to manage costs effectively. Adams and White (2021) talked about the difficulties businesses have in sustaining operational effectiveness, especially in the face of fluctuating external market conditions. Lee and Chang (2021) further emphasized that managing operational costs while maintaining high-quality services or products is a delicate balance that requires constant attention. The company must remain vigilant in monitoring its costs to avoid future challenges that could undermine profitability.
The average score for the statement "Our returns on investment are adequate" was 4.3, with a standard deviation of 0.75. The company's investments have been producing satisfactory returns, according to 68% of respondents. This suggests that the business has successfully produced favorable financial outcomes from its capital expenditures. A comparatively low standard deviation suggests that respondents agree on the beneficial effects of investment decisions and share a common view of the sufficiency of ROI. The results support the claims made by Green and Miller (2020) that making strategic investment choices is essential to boosting the resilience and long-term growth of a business. Careful investment planning and assessment will be crucial for maintaining a positive return on investment and optimizing shareholder value as businesses grow and pursue new opportunities. 
With a standard deviation of 0.79 and a rating of 4.2 for return on equity (ROE), 72% of respondents said the company's ROE satisfies its operational sustainability requirements. A key indicator of how well a business uses the equity held by its shareholders to produce profits is return on equity (ROE). This high rating indicates that the business is successfully striking a balance between equity efficiency and profitability. Effective management and the capacity of the business to provide value to its shareholders while maintaining long-term operational sustainability are indicated by a high ROE (Walker et al., 2023). Strong financial stewardship and governance are evident in the company's encouraging performance in this area. Nonetheless, it will be crucial for the business to keep an eye on and maximize its use of equity to maintain this positive trend.
According to the analysis's conclusions, the business is doing well financially, as evidenced by rising trends in several important financial metrics, including net profit margins, return on equity, return on assets, and return on investment. These findings show that the business has significantly increased investment returns, operational effectiveness, and profitability. There may be areas where the business can improve its cost management techniques, though, as the analysis also reveals some variation in respondents' opinions, especially with regard to operational cost sustainability. The business seems to be doing well financially overall, but ongoing observation and calculated changes in areas like asset management and cost control could improve its financial results even more. These results corroborate the research that highlights the significance of a balanced approach to profitability, cost management, and strategic investments (Smith, 2020; Green & Miller, 2020). By remaining agile and responsive to changing market conditions, the company can continue to strengthen its financial position and ensure long-term success.
[bookmark: _Toc206669648][bookmark: _Toc208522499]4.7 Regression Analysis
To meet the statistical assumptions of regression analysis, the dependent variable, Financial Performance (Y), must be recorded at a continuous level of measurement in the context of your study using the regression model Y = β₀ + β₁X₁ + β₂X₂ + β₃X₃ + ε. Continuous variables represent significant numerical differences between observations and can have any value within a specified range. To put it another way, rather than using categorical groupings, financial performance should be expressed in a format that is quantifiable, scalable, and interval-based.
[bookmark: _Toc206669068]Table 18: Ideal Recording for the Dependent Variable (Y = Financial Performance) at Continuous Level of Measurement
	Variable Name
	Measurement Scale
	Example of Ideal Recording
	Description

	Financial Performance (Y)
	Continuous (Ratio or Interval)
	15.7%, 20.5%, 18.3%, 12.0%
	Financial performance expressed as profit margin (%)

	
	Continuous (Ratio)
	1,250,000 KES; 1,500,000 KES; 980,000 KES
	Total Net Profit in KES (Kenyan Shillings)

	
	Continuous (Ratio)
	0.85, 0.90, 1.05
	Return on Investment (ROI) or Return on asset(ROA)


Indicators that are widely recognized in business and financial analysis can be used to gauge financial performance in order to comply with this requirement. Profit margin as a percentage, total net profit expressed in currency (such as Kenyan shillings), return on assets (ROA), return on investment (ROI), or earnings per share (EPS), where applicable, are a few examples of suitable continuous measures for financial performance. Each of these indicators ensures that the dependent variable satisfies the continuous measurement requirement for regression modeling by providing a numerical value that accurately reflects a company's financial status or profitability. 
For instance, the percentage of revenue that is left over as profit after expenses are subtracted is shown by the profit margin (%). As a measurable, ongoing result of financial performance, a company may report profit margins of 15.7%, 20.5%, or 18.3%. Likewise, KES 1,250,000, KES 1,500,000, or KES 980,000 are examples of specific monetary amounts that can be used to represent Total Net Profit. For regression analysis, these numerical values offer precise, continuous data points.
Return on Assets (ROI), which measures how well a business uses its assets to turn a profit, is another acceptable choice. ROI values on a continuous ratio scale, like 0.85 or 1.05, represent performance. Likewise, additional options for continuous measurement are offered by Return on Investment (ROI) and Earnings per Share (EPS), contingent on the financial reporting structure of the soft drink manufacturing companies under study.
Choosing a continuous measure that accurately captures these elements is crucial given the focus of your study, which is on resource management, activity identification, cost driver selection, and cost object determination as determinants of financial performance. Because they accurately reflect the results of efficient resource management and cost control techniques covered in your findings, profit margin (%) and total net profit (KES) are strongly advised.
Financial performance should be measured as a continuous variable using indicators like Profit Margin (%), Total Net Profit in KES, ROA, ROI, or EPS in order to meet the optimal measurement level for the dependent variable in your regression model. This method guarantees that the regression analysis yields accurate, dependable, and comprehensible findings, offering significant understanding of the connection between unit-level activities, batch-level activities, product-level activities, and financial performance in soft drink manufacturing companies.




[bookmark: _Toc206669649][bookmark: _Toc208522500]CHAPTER FIVE
[bookmark: _Toc206669650][bookmark: _Toc208522501]SUMMARY, RECOMMENDATIONS AND CONCLUSION
[bookmark: _Toc206669651][bookmark: _Toc208522502]5.0 Introduction	
This chapter provides a summary of the findings based on the objectives of the study, presents the conclusions drawn from the analysis, and offers recommendations for both practice and further research.
[bookmark: _Toc206669652][bookmark: _Toc208522503]5.1 Summary of Findings
[bookmark: _Toc206669653][bookmark: _Toc208522504]5.1.1 Resource Management 
According to the study, improving financial performance in soft drink manufacturing companies requires effective resource management. It was acknowledged that effective resource allocation, utilization, aggregation, and scheduling were crucial tactics for reducing expenses and maximizing profits. Most respondents stressed the significance of appropriate resource aggregation, which has been demonstrated to dramatically lower expenses and boost profitability. For instance, 70% of respondents emphasized the role of aggregation in maximizing profits, and 68% of respondents agreed that resource allocation minimizes costs. In line with earlier studies by Kaplan and Cooper (1998), these results imply that businesses can enhance financial results by optimizing resource management procedures. 
Respondents also agreed that efficient resource scheduling guarantees efficient production processes, which lowers expenses and idle time. Soft drink manufacturing companies must prioritize resource optimization in their operations, as indicated by the positive responses received in all areas of resource management. This result is consistent with Simons (2023), who promotes effective resource use as a way to minimize inefficiencies and increase profits. 
[bookmark: _Toc206669654][bookmark: _Toc208522505]5.1.2 Activity Identification 
Enhancing financial performance also required the identification of activities within the activity-based costing (ABC) system. The respondents overwhelmingly agreed that identifying activities is essential to cost control and financial efficiency. The significance of using checkpoints to monitor activity expenses received the highest mean score (4.2). By identifying activities, businesses can more precisely allocate expenses, cutting waste and increasing cost visibility. This result is in line with research by Kaplan and Cooper (1998), who highlight how ABC helps with accurate cost allocation and enhances financial reporting. 
The study found areas for improvement, especially in activity change control systems, despite the generally positive responses. There was a moderate degree of agreement regarding the efficacy of these controls, even though 50% of respondents said that their organizations actively monitor changes in activities. This reveals a weakness in the methodical implementation of change monitoring, which is essential for upholding precise financial control and budgets. According to Kaplan (2001), maintaining financial stability and avoiding budgetary disparities require constant observation and modification. 
[bookmark: _Toc206669655][bookmark: _Toc208522506]5.1.3 Cost Driver Selection
The study found that choosing the right cost driver—more especially, managing labor and machine hours—is essential to reducing production costs. The management of machine hours had the highest mean score (4.3), underscoring its importance in reducing waste and increasing production efficiency. Businesses can increase machine capacity, minimize downtime, and optimize production processes with the aid of effective machine hour management. The findings of Horngren et al. (2024), who emphasize the significance of machine hour optimization in cost management, are consistent with these practices. 
Similarly, it was discovered that another crucial element in reducing labor-related costs was the management of labor hours. Respondents highlighted the importance of labor hour analysis to increase workforce productivity and reduce wasteful spending, with a mean score of 4.2. Businesses can increase operational efficiency, which raises profitability, by managing labor resources well. In order to improve financial transparency and offer more accurate insights into cost management, the study also emphasized the significance of accurately allocating material costs through the use of activity-based costing. 



[bookmark: _Toc206669656][bookmark: _Toc208522507]5.1.4 Cost Object Determination 
The majority of respondents thought their companies successfully maintained operational efficiency through appropriate cost apportionment practices, according to the study's findings on cost object determination. In order to guarantee accurate cost allocation and reporting, businesses should give priority to cost management strategies, according to the strong consensus (mean score of 4.3) regarding the efficacy of financial planning systems. The findings corroborate Bhimani et al. (2024)'s observation that effective cost allocation techniques are critical to attaining both operational and financial success. 
Moreover, respondents agreed that effective financial planning systems play a pivotal role in tracking and managing costs. Soft drink manufacturing companies understand the value of precise financial systems for preserving profitability and operational efficiency, as evidenced by their mean score of 4.3 for financial planning system effectiveness. Businesses can improve their overall financial performance by putting strong financial planning procedures into place, which will help them better manage their resources and make sure that expenses are distributed across different product lines. 
[bookmark: _Toc206669657][bookmark: _Toc208522508]5.2 Conclusion
In conclusion, the study demonstrates that activity-based costing (ABC) is an essential tool for enhancing the financial performance of soft drink manufacturing firms in Nairobi County, Kenya. Effective resource management, activity identification, cost driver selection, and cost object determination all contribute significantly to cost control and profitability. The findings highlight the importance of optimizing resource allocation, utilizing ABC for precise cost allocation, and implementing robust financial planning systems to improve financial outcomes.
[bookmark: _Toc206669658][bookmark: _Toc208522509]5.3 Recommendations
[bookmark: _Toc206669659]Based on the study findings, the following recommendations are proposed in alignment with the specific objectives:
· Improve Resource Management Practices: Soft drink manufacturing firms in Nairobi County should focus on enhancing the efficiency of scheduling, resource aggregation, and allocation. Funding managerial training programs can improve resource management skills, reduce waste, and increase profitability. Adoption of advanced technological tools to monitor and optimize resource use can also strengthen operational efficiency.
· Enhance Activity Identification Systems: Firms should establish robust systems to identify and monitor operational activities. This includes regularly assessing cost center performance and implementing accurate activity tracking mechanisms. Improving activity change control systems ensures that budget adjustments are timely and precise, reducing discrepancies in financial reporting and enhancing overall financial performance.
· Improve Cost Driver Management: Companies should continually optimize the management of key cost drivers such as labor and machine hours. Implementation of advanced analytical techniques can ensure resources are effectively utilized. Regular review of cost driver selection processes will help firms adapt to changing production demands and financial goals, thus supporting better cost control and improved profitability.
· Strengthen Financial Planning and Cost Object Determination: Firms should invest in robust financial planning systems to enhance cost allocation and financial reporting accuracy. Clear identification of cost objects ensures better decision-making and profitability. Integrating activity-based costing with other financial management practices can provide a comprehensive approach to cost control and strategic financial planning.
[bookmark: _Toc208522510]5.4 Future Research
Future studies could explore the impact of ABC on different sectors beyond the soft drink manufacturing industry. Additionally, research could examine the role of ABC in smaller manufacturing firms and compare its effectiveness in companies with different levels of financial maturity. Finally, further investigation into the barriers to implementing ABC in Kenya’s manufacturing sector would provide valuable insights for policymakers and industry leaders.
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Dear Respondent,
RE: DATA COLLECTION
I am a master’s student at Tom Mboya University and in my final year of study. As part of the requirement for graduation, I’m undertaking a research study to establish “influence of activity based costing on financial performance of soft drink manufacturing firms in Nairobi County, Kenya”
In this regard, I’m kindly requesting for your support in terms of time, and by responding to the attached questionnaire. Your accuracy and candid response will be critical in ensuring objective research.
It will not be necessary to write your name on this questionnaire and for your comfort, all information received will be treated in strict confidence. In addition, the findings of the study will surely be used for academic research purposes and to enhance knowledge in the business administration field of study. If need be the research report may be presented to your organization for information and record.
Thank you for your valuable time on this.
Yours faithfully,
Ogalo Faith Veronicah
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Survey on influence of activity based costing on financial performance of soft drink manufacturing firms in Nairobi County, Kenya The information obtained will only be used for academic purposes and shall be treated with utmost confidentiality. You are kindly requested to complete this questionnaire objectively. 
Section A: Demographics
Please fill in the questionnaire by ticking (√) appropriately in the spaces provided. 
Section A: Background Information
1. Gender Male [ ] Female [ ]
2. Age Bracket 
`		25 years and below [ ] 
26 - 35 years [ ] 
36 - 45 years [ ] 
46 - 55 years [ ] 
Over 55 years [ ]
3. Highest Level of Education 
Certificate [ ] 
Diploma [ ] 
Degree [ ] 
Masters [ ] 
Doctorate [ ]
4. Work Experience 
1 year and below [ ] 
2 - 5 years [ ] 
5 - 10 years [ ] 
Above 10 years [ ]





Section B: Resource Management 
Using the scale below, please specify your agreement level to the following propositions on the resource management. 5 – Strongly Agree; 4 - Agree; 3 - Neutral; 2 – Disagree; 1 – Strongly Disagree
	
	
	1
	2
	3
	4
	5

	1
	Resource allocation efficiency minimizes costs and optimizes net returns of manufacturing companies.
	
	
	
	
	

	2
	Efficient utilization of resources generates value propositions and adequate earnings.
	
	
	
	
	

	3
	Proper resource aggregation leads to maximum profits with minimum costs.
	
	
	
	
	

	4
	Effective resource scheduling lead to cost minimization in the production process.
	
	
	
	
	

	5
	The cost of managing our resources is sustainable.
	
	
	
	
	



Section C: Activities Identification
	
	
	1
	2
	3
	4
	5

	1
	Our costs centers effectively track expenses and ensure that actual costs are in line with standard costs.
	
	
	
	
	

	2
	Identification of the activities leads to determination of the total cost of performing each of the organization’s support activities
	
	
	
	
	

	3
	Our activity change control systems monitor all changes made to the activities for effective adjustments to the budget.
	
	
	
	
	

	4
	We monitor all activity expenses using check points to ensure that budgets are followed correctly.
	
	
	
	
	





Section D: Cost Driver Selection
	
	
	1
	2
	3
	4
	5

	1
	We use activity cost driver rate to assign material costs to products.
	
	
	
	
	

	2
	Our company has a proper system of managing machine hours for optimal utilization.
	
	
	
	
	

	3
	Analysis of labour hours enables our company to take a measured approach to rein in cutting labour related expenses
	
	
	
	
	

	4
	The costs based on number of set-ups in our company are economical and sustainable.
	
	
	
	
	

	5
	There is association between overhead costs 66 incurrence and the use of the cost driver in our company.
	
	
	
	
	



Section E: Cost Object Determination
	
	
	1
	2
	3
	4
	5

	1
	Our company maintains sustainable operational efficiency in product lines.
	
	
	
	
	

	2
	Appropriate cost apportionment practices enhance financial reporting and profit planning.
	
	
	
	
	

	3
	Our company has an effective financial planning system for tracking Costs.
	
	
	
	
	

	4
	Allocation efficiency minimizes product/service costs in our company.
	
	
	
	
	








Section F: Financial Performance
	
	
	1
	2
	3
	4
	5

	1
	Our company’s net profit margins have increased for the past five years
	
	
	
	
	

	2
	Our company’s return on assets has been on upward trend.
	
	
	
	
	

	3
	Our operational costs are sustainable
	
	
	
	
	

	4
	Our returns on investment are adequate
	
	
	
	
	

	5
	The company’s return on equity meets the operational sustainability needs
	
	
	
	
	



Thank you for your time and effort in responding to this questionnaire. Your participation in this survey is greatly appreciated.
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1. Coca-Cola Beverages Africa – Nairobi Plant
2. Nairobi Bottlers Ltd
3. Coca-Cola Central East & West Africa Ltd
4. Kevian Kenya Ltd
5. Del Monte Kenya Ltd
6. Suntory Beverage & Food Kenya Ltd
7. East African Breweries Ltd (EABL)
8. Nestlé Kenya Ltd
9. Kenya Orchards Ltd
10. London Distillers (K) Ltd
11. Trufoods Ltd
12. Utopia Natural Foods Ltd
13. Frigoken Ltd
14. East Africa Industries Ltd
15. Kilimanjaro Beverages Ltd
16. Mashambani Industries Ltd
17. Kabazi Canners Ltd
18. J F McCloy Ltd
19. Kevian Kenya Ltd
20. Nairobi Bottlers Ltd (Coca-Cola Sabco Group)
21. Nestlé Nairobi Kenya Factory
22. UDV (Kenya) Ltd
23. Utopia Natural Foods Ltd
24. Wines & Spirits (Kenya) Ltd
25. Frigorex East Africa Ltd
26. Industrial Plant (EA) Ltd
27. KHS East Africa Ltd
28. Kevian Kenya Ltd
29. London Distillers (K) Ltd
30. Timwood Products Ltd
31. Vintage Liquor & General Supplies
32. Keroche Industries Ltd
33. KBL - Kenya Breweries Ltd
34. Linton Park Plc
35. London Distillers (K) Ltd
36. Timwood Products Ltd
37. Vintage Liquor & General Supplies
38. Keroche Industries Ltd
39. KBL - Kenya Breweries Ltd
40. Linton Park Plc.
41. London Distillers (K) Ltd
42. Timwood Products Ltd
43. Vintage Liquor & General Supplies
44. Keroche Industries Ltd
45. KBL - Kenya Breweries Ltd
46. Linton Park Plc
47. London Distillers (K) Ltd
48. Timwood Products Ltd
49. Vintage Liquor & General Supplies
50. Keroche Industries Ltd
51. KBL - Kenya Breweries Ltd
52. Linton Park Plc
53. London Distillers (K) Ltd
54. Timwood Products Ltd
55. Vintage Liquor & General Supplies
56. Keroche Industries Ltd
57. KBL - Kenya Breweries Ltd
58. Linton Park Plc
59. London Distillers (K) Ltd
60. Timwood Products Ltd
61. Vintage Liquor & General Supplies
62. Keroche Industries Ltd
63. KBL - Kenya Breweries Ltd
64. Linton Park Plc
65. London Distillers (K) Ltd
66. Timwood Products Ltd
67. Vintage Liquor & General Supplies
68. Keroche Industries Ltd
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