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Abstract

Activity-Based Costing (ABC) was developed to address the deficiencies of traditional

accounting systems in the modern business environment by helping managers

understand product and customer profitability and identify priority areas for process

improvements. In this study, activity-based costing (ABC) concepts are integrated with

a Mixed Integer Program (MIP) for order management and profitability analysis in the

case of a firm facing demand in excess of capacity. The model considers unit-level,

batch, and order-related costs within a mixed-integer programming model representing

the firm's operating structure. The performance criterion of profit and service levels

during the 20-period planning horizon is used for model evaluation in a comparison

with the results from a Theory of Constraints (TOC) formulation. The analysis of these

competing models will provide guidelines for applications of order management models

with simultaneous consideration of production planning and profitability analysis, as

well as help managers understand product and customer profitability, and identify



 

We Care About Your Privacy

We and our 911 partners store and access personal data,

like browsing data or unique identifiers, on your device.

Selecting I Accept enables tracking technologies to support

the purposes shown under we and our partners process data

to provide. Selecting Reject All or withdrawing your consent

will disable them. If trackers are disabled, some content and

ads you see may not be as relevant to you. You can

resurface this menu to change your choices or withdraw

consent at any time by clicking the Show Purposes link on

the bottom of the webpage .Your choices will have effect

within our Website. For more details, refer to our Privacy

Policy. Here

We and our partners process data to provide:

Use precise geolocation data. Actively scan device

h t i ti f id tifi ti St d/

I Accept

Reject All

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/subjects/engineering-and-technology
https://www.tandfonline.com/tprs20
https://www.tandfonline.com/loi/tprs20
https://www.tandfonline.com/toc/tprs20/43/8
https://www.tandfonline.com/toc/tprs20/43/8
https://www.tandfonline.com/journals/tprs20
https://www.tandfonline.com/author/Kirche%2C+E
https://www.tandfonline.com/author/Srivastava%2C+R
https://doi.org/10.1080/002075412331317836
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F002075412331317836&pubId=44838016&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/002075412331317836?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/002075412331317836?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/002075412331317836?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/002075412331317836?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/002075412331317836?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/002075412331317836?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/002075412331317836
https://www.addtoany.com/share#url=https%3A%2F%2Fwww.tandfonline.com%2Fdoi%2Fabs%2F10.1080%2F002075412331317836&title=An%20ABC-based%20cost%20model%20with%20inventory%20and%20order%20level%20costs%3A%20a%20comparison%20with%20TOC%3A%20International%20Journal%20of%20Production%20Research%3A%20Vol%2043%2C%20No%208
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


Related Research Data

A comparative analysis of utilizing activity-based costing and the theory of constraints

for making product-mix decisions

Source: International Journal of Production Economics

Rationing Capacity Between Two Product Classes

Source: Decision Sciences

Manufacturing Cost Modelling for Electrical Interconnections

Source: International Journal of Operations & Production Management

Infinite Horizon Production Planning in Time-Varying Systems with Convex Production

and Inventory Costs

Source: Management Science

Activity-Based Costing And The Theory Of Constraints: Using Time Horizons To Resolve

Two Alternative Concepts Of Product Cost

Source: Journal of Applied Business Research (JABR)

Replanning the Master Production Schedule for a Capacity‐Constrained Job Shop

Source: Decision Sciences

Relevance lost? A critical discussion of different cost accounting principles in

connection with decision making for both short and long term production scheduling

Source: International Journal of Production Economics

Systematic approach to activity based costing of the production planning activity in

the book manufacturing industry

Source: International Journal of Operations & Production Management

Integrating ABM/TOC approaches for performance improvement: A framework and

application

Source: International Journal of Production Research

Activity-based costing and distribution logistics management

priority areas for process improvements. The results indicate that the ABC-based model

is more effective in increasing profitability and reducing inventory levels when

compared with the TOC-based formulation, making better use of overhead cost

information in the selection of orders.

Keywords:

Demand management Order promising Production planning Activity-based costing

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs0925-5273%252899%252900005-5&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1540-5915.1996.tb00850.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1108%252F01443579310025312&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1287%252Fmnsc.44.9.1313&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.19030%252Fjabr.v14i1.5730&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1540-5915.1999.tb00904.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0925-5273%252891%252990148-m&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1108%252F01443570010301119&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00207540210147016&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0925-5273%252894%252900085-9&type=Scholix
https://www.tandfonline.com/keyword/Demand+management
https://www.tandfonline.com/keyword/Order+promising
https://www.tandfonline.com/keyword/Production+planning
https://www.tandfonline.com/keyword/Activity-based+costing


Source: International Journal of Production Economics

Manufacturing cost estimation for PCB assembly: An activity-based approach

Source: International Journal of Production Economics

The integration of activity based costing and enterprise modeling for reengineering

purposes

Source: International Journal of Production Economics

On the connections among activity-based costing, mathematical programming models

for analyzing strategic decisions, and the resource-based view of the firm

Source: European Journal of Operational Research

Manufacturing overhead cost driver analysis

Source: Journal of Accounting and Economics

Two-stack indirect-barrier/triple-coupled quantum well infrared photodetector for mid-

wavelength and long-wavelength infrared detection

Source: Unknown Repository

Wilson Electronics (A) and (B): An ABC Capstone Experience

Source: Issues in Accounting Education

Measuring manufacturing performance: a new challenge for managerial accounting

research

Source: Unknown Repository

 

Linking provided by  

Related research 

Recommended articles Cited by 

9

People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0925-5273%252894%252900089-s&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs0925-5273%252899%252900080-8&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs0377-2217%252899%252900027-2&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0165-4101%252890%252990052-6&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1117%252F12.317594&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2308%252Fiace.2000.15.3.413&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252F978-1-4899-7138-8_14&type=Scholix
https://scholexplorer.openaire.eu/


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2025 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

