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Tab l e  2

USING REUSABLE PLASTIC (500 TRIPS/YEAR)

  ANNUAL

[A] Capital cost of dunnage   $150,000  
Return logistics per trip $70 $35,000 
Damage reduction   33% $11,550
Reduction in related costs (landfill, stretch-wrap, etc.) $12,500
Improvement in loading time (1hour @ $15 per trip) $7,500

Net annual cost $3,450

Tab le  3

PAYBACK AND 5-YEAR PROJECT SAVINGS

Annual operating savings (Table 1 – 2) $146,550  
[B] Monthly savings  $12,213 
[C] Months to Payback ([A] – [B])   12.3 

Per-year savings thereafter $146,550

Net 5-year savings (after investment; (60-[C])*B) $582,750
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Tab l e  1

USING EXPENDABLE ONE-TRIP DUNNAGE (500 TRIPS/YEAR)

  ANNUAL
Cost of disposable dunnage per trip   $200  $100,000
Damage cost   $35,000 
Related costs (landfill, stretch-wrap, etc.)  15,000

Net annual cost $150,000

Assume Ace spends $100,000 each year on one-way-trip 
cardboard dunnage in a particular lane, making about 
10 trips a week. The company has the opportunity to 
purchase reusable dunnage, but the initial expense 
is $150,000. On top of it, there will be an additional 
$35,000 in return costs annually.

This may appear a no-brainer. “It’s not worth it!” says 
the VP of Logistics at Ace, but something was nagging 
at her. Was she just making the easy “we’ve always 
done it this way” decision? So she arranged to meet the 
VP of Finance to run the numbers.

Between them they identify some issues with 
cardboard dunnage:

DAMAGE
Plastic dunnage is constructed to absorb impact and 
return to its original shape. When cardboard takes a 

hit, it crushes, leaving a void. Voids mean damage. 
There will nearly always be a reduction in damage 
when you use plastic dunnage. Depending on the 
product and application, this can be a major reduction.

STRETCH-WRAP
To try to reduce damage, many shippers use lots of 
stretch-wrap. Damage can be reduced using more 
layers of wrap, but at a cost both financial and 
environmental.

LANDFILL
From a total systems view, one-way-trip dunnage ends 
up in a landfill. There is a disposal cost for this, not to 
mention it’s not friendly for the environment.

Suddenly, Ace’s $100,000 investment in disposable 
dunnage jumps to $150,000 when factoring for damage 
and associated costs:

Understanding the true cost of 
its one-way operation, Ace pays 
reusable plastic dunnage serious 
mind for the first time:

ON ONE HAND
•  The cost of the reusable dunnage 

is $150,000.
•  The cost to get it back is $70 per 

trip, meaning return shipping will 
add $35,000 in annual operating 
expense. Of course, if Ace had a  
closed shipping loop, there would  
be no cost.

ON THE OTHER
•  There will be a reduction in cargo damage estimated 

at 33% – a savings of $11,550.
•  There will be a reduction in landfill costs estimated  

at $12,500.
•  Following tests in the warehouse, not only did 

workers love the rigid but lightweight dunnage, they 
saved one hour of labor per trip, or $7,500 for the year.

These savings total $31,550 to nearly offset the return 
cost of $35,000.

When the VPs of Finance and 
Logistics assessed these figures, 
they were shocked to determine:

•  Putting purchase cost aside, 
operating costs could be reduced 
from $150,000 to merely $3,450, 
saving $146,550 a year in a 
reusable scenario (Compare 
Table 1 and Table 2)

•  In turn, the payback period for 
the initial purchase of plastic

   dunnage ($150,000) is slightlymore than one year
• In year two, and in each year  
   following, Ace stands to save the full $146,550
•  Assuming a service life of five years (easily 

achievable for plastic dunnage if not abused), the 
cash savings would amount to $582,750

What looked like a no-brainer to “do what we’ve always 
done” was in fact a clear call to do something new.

Said the VP of Finance, “I can’t find many projects with 
a payback of one year which generate nearly $600,000 
in savings for an investment of $150,000.”

His full calculations are as follows:

Ace Manufacturing purchases cardboard dunnage and throws it 
away after one use. This continues year-after-year, and while 

it’s a great business for the dunnage company, is it sensible 
for the shipper? Is there a case for Ace to buy reusable 

plastic dunnage?

Let’s begin by reviewing three important issues:

1.  Plastic dunnage looks expensive compared to 
cardboard – at first sight

2.  It may be treated as a capital item – more hoops,  
more approvals, more time

3.  The good news? It’s returnable. The bad news? It’s returnable.  
There’s a cost to get it back.


