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

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

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%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/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


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://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

