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Abstract

Competitive advantage is the spearhead of a strategy to sustain the
company’s survival (going concern). This research was conducted in order to
know if there is an influence in the use of Theory of constraints and Activity
Based Costing towards competitive advantage. Where these two independent
variables are tools of cost management strategic the most optimal in achieving
compatitive advantage.

Theory of constraints variables were measured by six indicators, there are
Timely delivery to the customer, Eliminating out of raw materials, Control
operational costs and reduce wastage, Reduce cycle times and reduce inventory,
Rapid response, Expose additional production capacity without additional
investment. The Activity Based Costing variables were measured by seven
indicators, namely top management support, competition, performance evaluation
and compensation, training, non accounting ownership, resources, and consesus
and clarity of objective. The competitive advantage variables measured by five
indicators, namely price, quality, delivery dependability, product innovation, and
time to market.

The data used in this research was quantitative data, which were data in
the interval scale (Likert Scale). The population of this research were all
manufacture firms that use Theory of constraints and Activity Based Costing
method. The samples of the research were 100 manufacture firms. Based on the
Partial Least Square (PLS) that used in analyzing the data, the result showed that
Theory of constraints have influence towards competitive advantage, and either
Activity Based Costing have influence towards competitive advantage.

Keywords: Theory of constraints, Activity Based Costing, Competitive advantage
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