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ABSTRACT  
Purpose- This research aims to apply the technique of Value Stream Costing (VSC) in an industrial manufacturing company. Lean 
manufacturing technique is used to minimize the waste and maximize the flow. Value stream mapping (VSM) can identify continued 
opportunities to enhance value, eliminate waste, and improving flow. Four steps is followed in order to fulfil the value stream mapping: 
identifying the product, creating a current state value stream map, creating a future state value stream map, and creating an action plan. 
After developing the current and future state value maps, VSC is used to evaluate the improvements that are gained by implementing VSM 
technique. Parameters such as productive and non-productive capacity, takt time, production lead time (PLT), and process cycle efficiency 
(PCE) will be used to evaluate the current and future state value stream maps and to conduct the VSC analysis. Graphs will be used to show 
the improvements and demonstrate some of the ideas.      
Methodology- The study employs Lean manufacturing (LM) methodology to improve the overall organizations’ performance. In specific, 
Value stream mapping (VSM) analysis is used in this research. VSC is one tool that can be used for implementing the lean manufacturing 
technique. Value Stream Costing (VSC) is a new technique that can be used to evaluate the efficiency of lean implementation and to calculate 
the percentage of cost reduction. Observing the process is also used to collect data before and after the improvement implementations. 
Findings- The analysis reveals that Value stream mapping (VSM) is helpful to implement improvement and it is used to look at the 
improvement from financial perspective. Implementing the value stream costing resulted in improving the capacity from 8% to 23%. It also 
helped the company to reduce the total cost for the product from $8,706.78 to $7,623.5.  
Conclusion- Based on the analysis and the findings, it may be concluded that VSC is a technique that should replace the traditional costing 
technique. VSC analysis is emphasising on added a value to products and services by removing costs related to non-value added activities. 
This technique is in support with lean techniques goals of reducing waste and improving productivity. The gains from implementing lean can 
be translated into dollar amount using VSC to support future improvement activities.  
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