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Why is capacity strategy important?

Without an appropriate capacity 
strategy, operations will always be 
struggling to supply markets in a 

competitive manner

Getting capacity strategy right is the 
starting point for developing competitive 

operations
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capacity can bring greater returns in the longer term
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Cash flow with 
extended physical 

capacity

Cash flow with two identical 
capacity increments

Time

Expanding physical capacity in advance of effective 
capacity can bring greater returns in the longer term (Continued)
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Smaller scale capacity increments allow the capacity 
plan to be adjusted to accommodate changes in demand

Forecast demand

Actual demand

Capacity plan using 
800-unit plants

Capacity plan 
using 400-unit 

plants
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Rarely does each stage of a supply chain have perfectly 
balanced capacity because of different optimum 

capacity increments
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