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Scrap Expense as a Percentage of Plant Revenue
Definition & Measurement Details

The dollar value of scrap produced during the manufacturing process (e.g., units that are scrapped due to errors or defects as well as excess materials 
that cannot be used) divided by the total dollar amount of revenue generated by the plant, or production facility, over the same period of time, as a 
percentage.

Scrap Expense as a Percentage of Plant Revenue measures the dollar 
value of scrap produced during the manufacturing process (e.g., units 
that are scrapped due to errors or defects as well as excess materials 
that cannot be used) in relation to the total dollar amount of revenue 
generated by the plant, or production facility, over the same period of 
time. Excessive expenses incurred by scrapped units is indicative of high 
rework rates, low quality of raw materials purchased (such low quality 
materials can cause in increase in rework due or scrap rate due to a high 
number of defects), poor preventative maintenance practices for plant 
equipment and machinery, and sub-par production employee training and 
performance. A high value for this metric not only reduces the opportunity 
to sell and deliver products to customers on-time, but it also has the 
potential to expose the company to reputational risks if an item meant to 
be scrapped is inappropriately sold. This can result in fines, item recalls 
and customer attrition.

Scrap Rate Due to Errors, Product Packaging Scrap Rate, Returned 
Product Scrap Rate

(Expense Incurred by Scrapped Units / Plant Revenue Generated) * 100

Two numbers are used to calculate this KPI: (1) the dollar value of 
scrap produced during the manufacturing process (e.g., units that are 
scrapped due to errors or defects as well as excess materials that 
cannot be used), and (2) the total dollar amount of revenue generated 
by the plant, or production facility, over  the same period of time. In this 
calculation, scrapped materials should be considered to be both excess 
materials that cannot be used as well as failed assemblies or materials 
that cannot be repaired or restored because of errors or product 
defects. Errors can range from human assembly errors to errors made 
by manufacturing equipment or machines. Defects are considered to 
be unintended product issues (products that are lower in quality than 
expected, contaminated, damaged, etc.) that are caused from improper 
manufacturing in such a way as to depart from the product’s intended 
design. 

What is Scrap Expense as a Percentage of Plant Revenue?

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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Scrap Expense as a Percentage of Plant Revenue
Benchmarks & Characteristics of High Performers

Scrap Expense as a Percentage of Plant Revenue
(Expense Incurred by Scrapped Units / Plant Revenue Generated) * 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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KPI Type: XX
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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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