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- Flexibility and capacity
- How the fungible capacity model works
- Aim at reasonable accuracy

Now it’s time to bring everything that we have learned together. In the following two chapters, we’re going to
explore how we build a smart model so we get what we want because that’s what we’re interested in - planning
the best business that we can run and making sure that we can execute our plan without those unpleasant
surprises.
What is the fungible capacity model? Fungibility can be used to describe flexibility. We need to look at how do
we define capacity. Well, capacity comes in various flavours. We have internal capacity and external capacity
- that capacity that is supported by our co-manufacturers. We have much more control in internal than we do
external.
We also need to think about different types of capacity or capability. We may have machines and tools. We
have labour and people. We have physical space as in distribution and warehousing.
And we also have transportation moving the product around. Time dependency is important as well. What I
have available today may not be there tomorrow or vice versa.
So how does a fungible capacity model work? Well, first of all, we need to think about what are the key
constraints? Where do we not have enough capacity? But we need to focus on those points that are
constraining or could become constraining. If we have infinite availability, we really don’t need to plan for it
because it won’t be an issue.
We also need to identify what capacity is available. All capacity. And we shouldn’t hold back. If we get into
a constrained scenario and product is not available, but we ask a second time, and we ask louder, suddenly
capacity is available. All we’ve done is elongate the resolution timeline.
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Be reasonably accurate, not precisely wrong.
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We also need to understand dependent relationships. If a product runs through multiple capacity points, what’s
the relationship to them? Do they need to be signed together?
We also need to define consumption rules based on product. Two products consuming the same capacity
point. That capacity point, machine or tool, available 24 hours a day.
One product needs one hour to produce. I can produce 24. The other product is much more complex and takes
two hours to produce. I can only produce 12. That consumption will dictate how much product we can produce
based on our available capacity.
So, you need to plan for changes over time. Be reasonably accurate, not precisely wrong. What we mean by
that is that we see many organisations spend hours and hours calculating the precise capability of a given tool.
We get into analysis paralysis where we can be reasonably right. We don’t have to spend the science because
we’re just not going to get there. Planning is close enough.
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