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15. Stock and asset management
Worksheet 5: Capacity management (tutor)
1. Define capacity management.


Capacity management should ensure that a business maximises its output at all times and under all conditions to achieve maximum profit. It refers to the strategy applied by businesses to maximise production efficiency.


2. Complete the table below explaining each method of capacity management.


	Lead
	When the business increases capacity ahead of actual demand.

	Lag
	When a business determines the capacity and then waits until there is an actual steady increase in demand. The business then raises production capabilities to meet that demand.

	Match
	Small adjustments are made to capacity in an attempt to match demand. 

	Dynamic
	Relies on market trends to increase capacity. The business analyses the sales forecast data and actual demand, and then makes adjustments to production in advance. 



3. What is a bottleneck? Give an example.

A bottleneck is a stage in a chain or process which, due to limited capacity, reduces the efficiency of the whole chain. Examples include staff sickness, staff who are slower than others due to poor training or an inefficient machine creating production queues.
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