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Manufacturing Capacity Utilization Rate
Definition & Measurement Details

The actual number of units produced (i.e., actual output) by the company, or within a single manufacturing facility/plant, divided by the number of units 
that could have been produced over the same period of time if the operation was running at full capacity (i.e., potential output), as a percentage.

Manufacturing Capacity Utilization Rate is a vital KPI that measures actual 
versus potential output within a manufacturing facility or company (i.e., 
across all facilities managed by the organization), or sometimes within 
the economy as a whole. On a macroecononic level, Capacity Utilization 
Rate is an indicator of economic productivity that speaks to overall 
demand and how that impacts activity within the manufacturing sector. 
At the operational level (i.e., within or across a company’s manufacturing 
sites), this KPI can be used to assess the efficiency and allocation of 
production capacity (e.g., facility A is operating at 85% capacity, while 
facility B is only at 65% - why is this?). Capacity utilization can also 
be used at the operational level to determine whether or not existing 
manufacturing capacity is sufficient to meet forecasted demand (e.g., 
the facility is currently operating at 70% and we expect a 25% increase 
in demand; there is an additional 30% capacity available to meet that 
demand).

Production Attainment, First Pass Yield (FPY), Scrap Rate Due to Errors (Actual Production Output in Units / Potential Production Output in Units) 
* 100

Two numbers are used to calculate this KPI: (1) the actual number of 
units produced (i.e., actual output) within a single manufacturing facility, 
or across a selected group of facilities, and (2) the number of units that 
could have been produced within those facilities over the same time 
period if they were running at 100% capacity (i.e., potential output). 
Actual output should be counted as the total number of usable units 
produced over a given time period within the manufacturing facilities 
being examined. Potential output should be counted as the number of 
units that, theoretically, could have been produced within the facilities 
being examined over the same period of time, based on peak capacity 
utilization (100% utilization).

What is Manufacturing Capacity Utilization Rate?

Formula

Why should this KPI be measured? How is this KPI calculated?

Related KPIs

ABRIDGED CONTENT

Purchase to View Full Definition & Measurement Details!
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Manufacturing Capacity Utilization Rate
Benchmarks & Characteristics of High Performers

Manufacturing Capacity Utilization Rate
(Actual Production Output in Units / Potential Production Output in Units) * 100

How to read this chart: This chart summarizes the performance gaps between high (Top 5%), mid 

(Median) and low (Bottom 5%) performers for this Key Performance Indicator (KPI). For example, the 

column labeled “Top 5%” represents a company that outperformed 95% of the peer group observed 

for this metric.
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Sample Size: XX

KPI Type: XX

Unit: XX

Is High or Low Best?: XX

Characteristics of High Performers

• KPIs are well-defined, tracked and tied to 
performance reviews

• Robust self-service options for customer 
(online FAQs, etc.)

• Agents cross-trained to handle and resolve 
multiple call types

• KPIs are well-defined, tracked and tied to 
agent performance reviewsSAMPLE CONTENT

Purchase to View Actual Benchmarking Data!
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