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customer expectations for that job. This requires deter-
mining which employee or department will do the work, 
the type of work that needs to be done (e.g., processing a 
loan application or a bank teller processing of cash with-
drawal), and how that work will be completed (online 
or face-to-face). Analyzing workloads by each depart-
ment of the service firm allows planners to determine 
performance expectations and service level requirements 
for each of those departments.

•• Determine a unit for work measurement.
	   For the purposes of capacity planning, it is useful

to define an output as a unit of measurement of work
performed. For example, in measuring the work done
at a fast food restaurant, the number of customers
served or the number of hamburgers prepared can be a
more useful measure than using the resources (inputs)
needed to accomplish the work, such as the amount of
French fries, raw ground beef, or pickle slices used to
prepare the food served to customers.

•• Determine the service levels for each workload.
	   Once the workloads and units to be measured are 

determined, planners can establish the service levels. 
A service level is an implicit or explicit agreement 
between the service provider and the consumer that 
defines acceptable levels of service. Service levels are 
often defined from the customer’s perspective, typi-
cally in terms of response times or waiting times or the number of customers served. 
Using workloads to establish service levels makes sense because they measure service 
performance in a way that customers understand. For example, at a Dunkin’ Donuts 
(Canton, MA) drive-through, as soon as an order is received over the intercom, a timer 
starts by the service window. Dunkin’ Donuts employees are expected to process and 
complete the order within two minutes, the time determined through customer surveys 
to satisfy their expectations.

Step 2: Analyze the current capacity.

•• First, compare the actual service levels with the objectives that were established. In
the case of the Dunkin’ Donuts drive-through, we measure the actual times customers
had to wait to receive service. Gathering this data over several days for both the peak
and slack periods of demand, we can compute the average waiting time separately
for both peak and slack periods. We can then compare these measurements with the
service level objectives. This comparison will indicate whether the system has adequate
capacity to meet the preestablished service level objectives.

•• Second, analyze how the various resources (labor, computer systems, and so forth) of
the service system are used. This analysis will help identify highly used resources or
shortages of bottleneck resources that may cause bottlenecks now or in the future. An
analysis of resources in a hospital would pinpoint the departments (cardiology, radiol-
ogy, psychiatry, emergency, and so forth) that are the major users of critical resources
(doctors and nurses). This analysis will enable us to focus our attention on those work-
loads or departments that are making the greatest demands on the system’s resources.

•• Within each department, determine where the most time is being spent. In a hospital,
a neurosurgeon may be spending the greatest amount of time during surgery, whereas
the registered nurses assigned to that unit may be spending most of their time during
pre- and postoperative care.

Step 3: Plan for the future.

•• Determine the firm’s future capacity requirements. Although the existing capacity may
be providing satisfactory service levels now, is this capacity enough to meet the future
needs of the service organization? To answer this question, we need to determine
future capacity requirements:

Determine the service level requirements 
• Define the processing requirements 
• Determine a unit for work measurement 
• Determine the service levels for each workload 

Analyze the current capacity 
• Compare the actual service levels with the firm’s objectives 
• Analyze how resources are used 
• Analyze resource use by workload 

Plan for the future 
 • Determine the firm’s future capacity requirements 
 • Develop capacity plans for the future 

FIGURE 7.5: Capacity Planning Process for 
Services


