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Capacity Strategy
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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

© 2017, 2015, 2012 Pearson education, Inc. All Rights Reserved

56

Slide 1.57

.

Some factors influencing the number and size of sites
OPERATIONS

Economies of Required
scale service level
SN
RESOURCES
A
Supply Geographical
costs

Size and number
of sites

MARKET
REQUIREMENTS

distribution of
demand

© 2017, 2015, 2012 Pearson education, Inc. All Rights Reserved

57



Slide 1.58

Costs/Revenue
($)

12
10

Cost, volume and profit illustration

10 12
Volume in
thousands of units Forecast demand
= 9,000 units

© 2017, 2015, 2012 Pearson education, Inc. All Rights Reserved

58

Slide 1.59
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Unit cost curve (Continued)
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Expanding physical capacity in advance of effective
capacity can bring greater returns in the longer term
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Expanding physical capacity in advance of effective
capacity can bring greater returns in the longer term (Continued)
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Lead-time of

Some factors influencing the timing of capacity change
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Smaller scale capacity increments allow the capacity
plan to be adjusted to accommodate changes in demand
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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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