
What is the difference between acquisition costs
and total cost of ownership in logistics
investments?
When investing in logistics, it is crucial to look beyond the purchase price alone. The difference between
purchase costs and total cost of ownership (TCO) often determines the actual return on your investment.
Whereas purchase costs are only the starting point, TCO includes all costs throughout the entire life cycle of
your logistics solution. This article answers the most frequently asked questions about these two cost
concepts and helps you make better investment decisions in your logistics processes.

What is the difference between purchase costs and total cost of
ownership?

Purchase costs are simply the amount you pay when purchasing a logistics solution, such as packaging
materials, transport equipment or storage systems. This is a one-off expense that is immediately visible on
your purchase invoice. Total cost of ownership (TCO), on the other hand, includes all costs incurred
throughout the entire life cycle of your investment – from purchase to depreciation or replacement.

The difference lies mainly in the long-term perspective. TCO gives a complete picture of what an investment
really costs you, including maintenance, energy consumption, repairs, training, and ultimately disposal or
recycling costs. Take industrial packaging, for example: the purchase cost of cheap disposable packaging
may seem attractive, but the TCO can be much higher due to repeated purchases, higher transport damage
and waste disposal costs.

This distinction is even clearer in the case of customised packaging for valuable products such as medical
equipment or defence equipment. The initial investment in high-quality packaging is higher, but the TCO can
be significantly lower due to less product damage, longer service life and opportunities for reuse.

What hidden costs are often overlooked in logistics investments?

When calculating the total cost of ownership, many hidden costs are overlooked, leading to unexpected
expenses and budget overruns. The most common forgotten cost components are maintenance and repairs.
For logistics resources such as packaging, transport equipment and storage systems, these costs can amount
to 15-30% of the original purchase price over the lifetime.

Energy consumption is another hidden cost, especially for refrigerated or heated packaging solutions. Staff
training costs are also often overlooked, while incorrect use of logistics resources can lead to inefficiency and
damage.

Downtime costs are perhaps the most underestimated. When logistics resources are unavailable due to
defects or maintenance, this leads to delays and loss of productivity. For critical applications, such as in the
defence or medical sectors, this can even lead to failed operations or safety issues.

Depreciation and residual value also have a major impact on TCO. Cheap solutions often depreciate faster
and have lower or no residual value, while quality solutions last longer and sometimes even retain a
significant residual value.



Don’t forget the administrative costs of managing your logistics resources. Keeping track of inventory,
planning maintenance and coordinating repairs takes time and money that can be directly attributed to the
TCO.

How does sustainability affect the total cost of ownership in
logistics?

Sustainability is having an increasing impact on the total cost of ownership of logistics solutions. Sustainable
packaging and logistics resources often have a higher purchase price, but deliver significant cost savings in
the long term. This is due to various factors that positively influence the TCO.

Firstly, sustainable packaging solutions usually have a longer lifespan. By investing in high-quality, reusable
packaging, you reduce the frequency of new purchases. A good example of this is industrial custom
packaging that is specially designed for multiple use, such as robust flight cases for sensitive equipment.

Secondly, circular economy principles play an important role. By designing packaging with reuse, repair and
recycling in mind, you create systems in which materials retain their value. This not only reduces waste
disposal costs, but can also generate new revenue streams when materials are recovered at the end of their
life cycle.

In addition, sustainable packaging solutions often lead to lower transport costs. Lighter materials or smarter
designs can increase transport efficiency, resulting in lower fuel costs and CO2 emissions. This is becoming
increasingly relevant as carbon taxes and environmental regulations become stricter.

The reputational benefits should not be underestimated either. Companies that invest in sustainable logistics
solutions can use this in their marketing communications, which can lead to a stronger market position and
customer loyalty. These indirect benefits are more difficult to quantify, but they do have an impact on overall
business performance.

When is a higher purchase price justified by a lower TCO?

A higher purchase price for logistics solutions is justified when the total cost of ownership over the entire
lifespan is significantly lower. This requires a thorough financial analysis in which you weigh up different
scenarios. Here are some situations in which a higher initial investment is almost always recouped:

When transporting valuable or fragile products, a higher investment in quality packaging is almost always
justified. Imagine: a £50,000 medical device that is damaged due to inadequate packaging. The costs of
repair, replacement and delays easily exceed the additional investment of a few hundred pounds in better
packaging.

For frequent transport movements, sustainability is crucial. Let’s take a concrete calculation example:
standard disposable packaging costs £10 per item and is used 100 times a year, resulting in £1,000 in annual
costs. Reusable custom packaging costing £200 with a lifespan of 5 years effectively costs only £40 per year,
resulting in savings of £960 per year.

Even with standardised logistics processes, a higher purchase price is often justified. Standardised packaging
that fits perfectly with your storage systems and means of transport increases efficiency, reduces handling
time and lowers the risk of errors. These operational advantages translate directly into lower labour costs and
higher productivity.

For sectors with strict regulations, such as defence, medical technology or aviation, certified packaging
solutions are essential. The costs of non-compliance, such as fines, customs delays or even product recalls,
more than justify the higher purchase price of certified packaging.



To determine whether a higher purchase price is justified, you can use this simple formula:

If (Purchase cost of option A + Operational costs of A over lifetime) < (Purchase cost of option B +
Operational costs of B over lifetime), then the more expensive option A is justified if it has the lower TCO.

Conclusion: Look beyond the purchase price

When investing in logistics, it is essential to look beyond the purchase price alone. The total cost of
ownership provides a more complete picture of what an investment really costs and yields. By taking into
account all costs throughout the life cycle – from purchase to disposal – you can make better decisions that
are more cost-effective in the long term.

Sustainability is playing an increasingly important role in this. Investments in sustainable, reusable packaging
solutions not only deliver environmental benefits, but often also result in a lower TCO due to reduced waste
costs, longer service life and higher efficiency.

At Faes, we understand better than anyone the importance of total cost of ownership in packaging solutions.
We are happy to help you make informed choices that not only reduce your direct costs, but also contribute to
a more sustainable and efficient supply chain.

Frequently Asked Questions

How can I persuade my suppliers to consider TCO rather than just the purchase price?

Start by sharing concrete examples and case studies that demonstrate how TCO-based decisions have led to
cost savings. Propose a joint TCO analysis in which both parties contribute data. Emphasise the benefits for
the supplier, such as long-term partnerships and better predictability. Consider performance-based contracts
that reward quality and longevity, and organise workshops to reinforce the TCO concept within your supplier
network.

What software or tools can help calculate the TCO for logistics investments?

There are various tools available, such as specialised TCO calculators (e.g. from Gartner or industry-specific
providers), ERP systems with TCO modules such as SAP or Oracle, and asset management software such as
IBM Maximo or Infor EAM. For packaging solutions, some suppliers, including Faes, offer their own TCO
calculation models. Spreadsheet templates can also be effective for simpler calculations, and there are online
TCO calculators that provide a good starting point for smaller investments.

How do changing regulations and environmental standards affect the TCO of logistics
solutions?

Stricter environmental legislation increases the cost of unsustainable solutions through rising waste disposal
charges, CO2 taxes and fines for non-compliance. Producer responsibility forces companies to manage the
entire life cycle of products, which increases the TCO of disposable solutions. At the same time, subsidies for
sustainable investments make environmentally friendly options more financially attractive. It is therefore
wise to include future regulations in your TCO calculations and invest in adaptable, sustainable solutions that
remain compliant with changing standards.


