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A Capacity Expansion Planning Model for Single-Facility
with Two Distinct Capacity Type

Suk-Hwa Chang*

Abstraet

A deterministic capacity expansion planning model for a two-capacity type

facility is analyzed to determine the sizes to be expanded in each period so as to
supply the known demands for twe distinct capacity type(product) on time and to

minimize the total cost incurred over a finite planning herizon of T periods. The

model assumes that capacity unit of the facility simultaneously serves a prespe-

cified number of demand units of each capacity type, that capacity type 1 can be
used to supply demands for capacity type 2, but that capacity type 2 can't be used
to supply demands for capacity type 1. Capacity expansion and excess capacity

holding cost functions considered are nondecreasing and concave. The structure of

an optimal solution is characterized and then used in developing an efficient

dynamic programring algorithm that finds optimal capacity planning policy.
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