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Jasper Donkersloot 

 

What is the risk of a big investment in a 
machine? 
 

A lot of companies need a machine. Some of them want to automate and to speed up their production 

process, others want to reduce costs on employees. When you want to purchase such a machine, you need 

to make big investment. Companies are often wary for such an investment. In this blog you will read our 

vision on this case. 

 
                                          Figure 1 Parcel Sorting Machine 

1 The advantages of an investment in a machine 
The investment in a machine could bring huge advantages. You can reduce costs on employees for 

example. If you have a company that sorts parcels, you can hire a few employees to sort by hand. You could 

also choose to buy a machine that sorts the parcels automatically. You need to make a big investment for a 

machine like that, but you can reduce costs on your staff. Such an investment will be recouped in a few 

years in the most cases. In paragraph 3.1 of this blog, you will read a calculation about this.  

Another reason for the investment in a machine, could be the acceleration of your production process. 

When you are able to accelerate your process, you could serve more customers and make more profit. In 

this case, the machine is recouping itself.  

Another example is the reduction of the working pressure. It gives advantages when a machine is able to 

take over a labour-intensive process. You can prevent physical complaints and absenteeism in the future. 

You can prevent this on both your employees as yourself. 

 



 

 

 

  

Shortly: 

1. Reducing costs (employees) 

2. Acceleration of the process (more profit) 

3. Reduction working pressure (prevent complaints and absenteeism) 

2 The disadvantages of an investment in a machine 
The investment in a machine brings advantages, like you have red in the first chapter. Besides that, you 

need to consider the disadvantages of such an investment. 

A lot of companies are scared for a big investment. A reason for that is the fact that they possible need to 

borrow money. Ore the management members and the investors are not convinced. 

Another dilemma is the fear that the machine won`t fit in the process ore that the machine doesn`t meet 

the expectations. The machine is probably sensitive to interference. This fear is understandable, but it`s 

unlikely that it will happen. The most machinery producers take care of their own engineering and 

advisement. Most of them would not deliver a machine when they are doubting about the applicability of 

the machine. Besides that, the most producers of machinery are offering a high level of service and 

maintenance.  

Another dilemma is the growth of the company. Is the machine able to manage the growth? Can I take the 

machine when I am moving? A few questions that we hear often. We have a solution for this problem. The 

most machines are modular constructed, so you can easily dismount it. Besides that, modular machines can 

be easily extended in case of a growing production. 

Shortly: 

1. Management members ore investors are not convinced 

2. Will the machine meet the expectations? 

3. Is the machine prepared for the growth of the company? 

3 An example case 
The investment in a machine is mostly a right decision. Sometimes it will be a wrong decision. In this 

chapter, we describe a right and a wrong decision. 

3.1 A right application of a machine 

A company, based in Utrecht, sorts parcels for a big courier company. This courier is based in 9 different 

locations in the Netherlands: 

Amsterdam, Rotterdam, Middelburg, Tilburg, Maastricht, Arnhem, Zwolle, Groningen and Leeuwarden. 

The company need to sorts the parcels of all locations, and transport them later that day. For each location 

they need to sort 900 parcels a day. The employees are moving the parcels from roller containers to pallets 

for the different locations by hand. The employees need 30 seconds to sort, process and move the parcel. 

 

 

 

 

 



 

 

 

  

Calculation: 

Situation without a machine: 

When the employees need 30 seconds per parcel, they handle 2 parcels per minute. That means that they 

handle 120 parcels an hour. On a daily base, the company sorts 900 parcels per location. This means that 

they need 7.5 hour per day for every location (900 parcels / 120 parcels per hour = 7.5 hour). This means 

that they need 1 employee per location, with 30 minutes outflow. This company need to have 9 employees 

for this process. 

Situation with a machine: 

Per location, the company need to sort 900 parcels a day. This means that they need to sort 8100 parcels a 

day in total. The company purchases a parcel sorting machine that sorts 1 parcel in 2 seconds. This means 

that the total amount of parcels could be inflated up to 14,400. 

The purchase value of the machine is €500,000. With the use of the machine, the company needs 3 

employees.  

Situation without a machine                   Situation with a machine 

Posts Costs Posts Costs 

Personnel   9 x 8 = 72 hours a day 

 

72 x €20 = €1440 per 

day 

Purchase of the machine 

 

Personnel 

€500,000 

 

3 x 8 = 24 hours a day 

 

24 x €20 = €480 per day 

 

Annual  260 working days x 

€1440 = €374,400 

Annual 260 working days x 

€480 = €124,800 

 

€124,800 + (one-time) 

€500,000= €624,800  

 

 

Table 1 Annual costs per situation 

 

Years Costs without a machine Costs with a machine 

Year 1 €374,400 €624,800 

Year 2 €374,400 €124,800 

Year 3 €374,400 €124,800 

Total 

after 3 

years 

€1,123,200 €874,400 

Table 2 Recoup of the investment 

As you see in table 2, the investment will be recouped in 3 years. The difference between the two situations 

is €248,800. This amount is saved on personnel costs and could be invested in other elements of the 

company. This shows that the investment is a right decision for this company. 

 

 



 

 

 

  

 

3.2 A wrong application of a machine 

A company based in Eindhoven, produces window frames. Per day, they produce 75 window frames. They 

need 3 employees to provide the frames with varnish. This process takes the whole day. The company 

purchases a machine that automates this process. The machine is able to provide 300 window frames with 

varnish per day. The purchase value of the machine is €750,000. The 3 employees need to operate the 

machine and they are loading and unloading the machine. 

The company starts a campaign to accomplish an increase of sales. However, the sales figures remain the 

same. For this reason, the use of the machine is not optimal.  

Optimal use of the machine        Actual use of the machine 

Posts Costs & income Posts Costs & income 

 

Purchase of the machine 

 

Personnel 

 

 

 

Profit window frames 

Costs: 

€750,000 

 

3 x 8 = 24 hours a day 

 

24 x €30 = €720 per day 

 

Income: 

300 x €30 = €9,000 

 

 

 

Purchase of the machine 

 

Personnel 

 

 

 

Profit window frames 

Costs: 

€750.000 

 

3 x 8 = 24 hours a day 

 

24 x €30 = €720 per day 

 

Income: 

75 x €30 = €2,250 

 

Annual  Costs: 

260 working days x 

€720 = €187,200 

 

€187,200 + (one-time) 

€750,000= €937,200  

 

Income: 

260 working days x 

€9,000 = €2,340,000 

Annual Costs: 

260 working days x 

€720 = €187,200 

 

€187,200 + (one-time) 

€750,000= €937,200  

 

Income: 

260 working days x 

€2,250 = €585,000 

 

 

Table 3 Annual costs per situation 

 

When you look at the information of table 3, this is a wrong decision. The purchase value of the machine is 

€750,000. The personnel costs remain the same. The company calculated an annual profit of €2,340,000. 

The actual profit is €585,000. With this disappointing profit, the results are alarming. Besides that, the 

company uses 25% of the capacity of the machine. For this reason, with a bad executed sales campaign, it`s 

a wrong investment of the company. 

Conclusion: 

We have advantages and disadvantages when we think about the investment in a machine. However, the 

automation of a process is mostly profitable, just as situated in paragraph 3.1. It`s important that you can 



 

 

 

  

reduce a lot of costs. This could be done with an increase in profit/income, or a reduce on cost (personnel 

costs for example) ore to deliver a higher quality.  

When it`s hard ore impossible to reduce costs with the points above, it`s a waste of money, just look at the 

situation in paragraph 3.2.  

When you make a calculation and you find out that you could reduce costs on personnel for example, Van 

der Schans Machinery Production advises to purchase a machine. A machine has more advantages than 

reduction on costs, but is offers more advantages as you can read in chapter 1. Besides that, we advise to 

think about the forecasted growth of your company, think about that when you plan the size and the 

capacity of your machine.   

Do you have any additions on the advantages and disadvantages of a big investments? Please let us know! 

 

Jasper Donkersloot 
Marketeer / Sales engineer 
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