Which TCO factors do procurement teams
overlook in packaging quotes?

Most procurement teams focus on the upfront price when evaluating packaging quotes, missing critical TCO
factors that can double or triple actual costs over time. Hidden expenses such as handling labour, storage
inefficiencies, damage rates, and replacement frequency often outweigh initial savings from cheaper options.

What TCO factors do most procurement teams miss when
evaluating packaging quotes?

Procurement teams typically overlook durability impact, labour costs, stor age efficiency, and damage
prevention when comparing packaging quotes. These factors significantly affect long-term operational
expenses beyond the initial purchase price.

The most commonly missed TCO elements include handling time requirements. Cheaper packaging often
demands more careful handling, increasing labour costs per shipment. Storage efficiency represents another
blind spot: bulky or awkwardly shaped packaging consumes val uable warehouse space, driving up storage
costs per unit.

Damage prevention capabilities vary dramatically between packaging options. A slightly more expensive
solution that reduces damage rates from 3% to 1% can save thousands in product replacement costs,
customer service time, and brand reputation impact. Many teams also ignore replacement frequency: cheaper
packaging that needs replacing every 10 uses costs more than durable options lasting 50+ cycles.

Temperature resistance, moisture protection, and compliance with industry standards create additional cost
variations. Packaging that fails regulatory requirements generates expensive delays, re-shipping costs, and
potential penalties that dwarf initial savings.

How do hidden costsin packaging quotesimpact your actual
budget?

Hidden packaging costs typically multiply initial investments by 2—3 times through indirect expenses such
as extended handling time, training requirements, disposal fees, and supply chain disruptions that do not
appear in standard quotes.

Handling time represents the largest hidden cost category. Complex packaging systems requiring special
tools or techniques can add 2-5 minutes per shipment. For high-volume operations, this trandates into
significant labour expense increases that accumulate monthly.

Training requirements create another substantial hidden cost. New packaging systems often require staff
education on proper assembly, filling techniques, or safety procedures. Training time, temporary productivity
drops, and potential error costs during learning periods can reach thousands of pounds for larger teams.

Disposal and recycling fees vary dramatically between packaging types. Materials requiring special disposal
processes or those with poor recyclability create ongoing waste management costs. Some packaging
generates disposal fees of £50-200 per tonne, while others qualify for recycling rebates.



Supply chain disruptions from packaging failures create the most expensive hidden costs. A single packaging
failure causing product damage during international shipping can generate costs exceeding the annual
packaging budget through emergency replacements, expedited shipping, and customer compensation.

Why should procurement teamslook beyond theinitial packaging
price?

Initial packaging prices represent only 20-30% of true lifetime costs. Reusability, maintenance
requirements, and regulatory compliance create the majority of long-term value, making cheap packaging
often the most expensive choice over operational lifespans.

Purchase price versus lifetime value calculations reveal dramatic differences between packaging options. A
£100 reusable container used 100 times costs £1 per use, while £20 single-use packaging costs £20 per
shipment. The mathematics become compelling quickly for regular shipping operations.

M aintenance requirements vary significantly between packaging types. High-quality solutions often need
minimal upkeep beyond basic cleaning, while cheaper aternatives may require regular repairs, component
replacements, or structural reinforcements that accumulate substantial costs.

Regulatory compliance costs create major budget impacts in regulated industries. Medical device packaging
requiring validated sterilisation processes, defence packaging meeting MIL-STD specifications, or hazardous
material containers with UN certification carry ongoing compliance expenses that budget-focused decisions
often ignore.

Cheap packaging frequently creates expensive downstream problems. Poor protection leading to product
damage, inadequate labelling causing shipping delays, or insufficient documentation creating customs issues
can generate costs exceeding annual packaging budgets in single incidents.

What questions should you ask packaging suppliersto uncover true
costs?

Ask suppliers about durability testing results, performance guar antees, support services, and lifecycle
costs to uncover hidden expenses. Essential questions include expected lifespan, maintenance requirements,
training needs, and total cost calculations over operational periods.

Durability testing questions should cover drop test results, compression resistance, environmental exposure
limits, and expected use cycles before replacement. Request specific test datarather than general claims
about product robustness.

Performance guarantee inquiries help identify supplier confidence levels and potential risk areas. Ask about
warranty terms, replacement policies for premature failures, and compensation for damages caused by
packaging inadequacies.

Support service questions reveal ongoing relationship costs. Inquire about training provision, technical
support availability, maintenance guidance, and replacement part availability. Some suppliersinclude
comprehensive support, while others charge separately for each service.

Lifecycle cost discussions should include detailed breakdowns of all expenses over expected operational
periods. Request calculations showing cost per use, maintenance schedul es with associated fees, and disposal
or recycling costs at end of life.



How can procurement teams build a complete TCO evaluation
framework?

Create comprehensive cost evaluation criteriaincluding oper ational impact assessment, risk analysis, and
decision-making tools that consider all cost factors. Successful frameworks evaluate purchase price,
operational costs, risk mitigation value, and lifecycle expenses systematically.

Start by mapping your complete packaging process from receipt through disposal. |dentify every touchpoint
where packaging affects labour time, storage space, handling equipment, or operational efficiency. Document
current costs at each stage to establish baseline measurements.

Develop standardised evaluation criteria covering purchase price, expected lifespan, maintenance
reguirements, training needs, storage efficiency, damage protection rates, and disposal costs. Weight each
factor according to your operational priorities and risk tolerance.

Create risk assessment protocols evaluating potential failure impacts. Consider product damage costs,
shipping delays, regulatory non-compliance penalties, and customer satisfaction effects. Assign monetary
values to risk mitigation benefits when comparing options.

Build decision-making tools incorporating all identified factors into comparable metrics. Many successful
teams use cost-per-use calculations over expected lifespans, adjusted for risk factors and operational impacts.
This approach reveals true value differences between packaging aternatives.

Implement regular review processes tracking actual costs against projections. Monitor packaging
performance, unexpected expenses, and operational impacts to refine your TCO framework continuously.
Successful packaging management requires ongoing optimisation based on real-world performance data.

Understanding TCO factors hel ps procurement teams make informed packaging decisions that optimise long-
term value rather than short-term costs. At Faes, we help organisations develop comprehensive packaging
strategies that consider all cost factors throughout operational lifecycles. Our packaging management
approach includes detailed TCO analysis to ensure your packaging investments deliver maximum value.
Contact us to discuss how proper TCO evaluation can optimise your packaging decisions.

Frequently Asked Questions

How do | calculate the cost-per-use for reusable packaging when comparing quotes?

Divide the total purchase price by the guaranteed number of uses, then add maintenance costs per cycle. For
example, a £500 container used 200 times costs £2.50 per use, plus any cleaning or repair expenses. Always
factor in replacement costs for damaged components and storage expenses between uses.

What's the biggest mistake procurement teams make when implementinga TCO
framework?

The most common mistake is underestimating labour cost impacts and failing to involve operations teamsin
the evaluation process. Many teams focus on easily quantifiable costs while missing significant handling time
increases, training requirements, and workflow disruptions that only become apparent during actual
implementation.


https://faes.gaatbijnaonline.nl/activiteiten/verpakkingsmanagement/
https://faes.gaatbijnaonline.nl/over-ons/
https://faes.gaatbijnaonline.nl/contact/

How can | get accurate data on packaging failurerates and damage costs from
suppliers?

Request specific test reports, case studies from similar applications, and references from existing customers
in your industry. Ask for warranty terms and failure replacement policiesin writing. Many reputable
suppliers provide performance guarantees or pilot programs that allow you to test packaging under real
conditions before full commitment.

Should | include environmental compliance costsin my TCO calculations?

Absolutely. Environmental regulations are tightening globally, and non-compliance can result in significant
penalties and operational disruptions. Include current disposal fees, future regulatory compliance costs, and
potential carbon tax implications. Sustainable packaging often provides long-term cost advantages despite
higher upfront prices.

How do | convince senior management to approve higher upfront packaging costs
based on TCO analysis?

Present clear financial projections showing cost-per-use over 12-24 months, highlighting risk mitigation
value and operational efficiency gains. Use specific examples of potential failure costs and demonstrate ROI
timelines. Many teams find success by proposing pilot programs that prove TCO benefits on a smaller scale
first.

What tools or software can help automate TCO calculations for packaging decisions?

Spreadsheet templates with built-in formulas work well for most organisations, incorporating purchase price,
usage frequency, maintenance schedules, and risk factors. Some procurement teams use specialised software
like packaging lifecycle management platforms or integrate TCO calculations into existing ERP systems for
automated tracking and reporting.

How often should | review and update my packaging TCO framework?

Review your framework quarterly and update it annually or whenever significant operational changes occur.
Track actual costs against projections monthly to identify gapsin your calculations. Major supply chain
disruptions, regulatory changes, or volume fluctuations may require immediate framework adjustments to
maintain accuracy.



