
 

The Hidden Costs of Manual Dispatch: A Data-Driven Look at 
Inefficiency in Last-Mile Logistics 
Executive Summary: 
Manual dispatch processes impose significant hidden costs in last-mile delivery. Over 
half of companies still rely on paper, spreadsheets, or basic mapping tools for routing, 
leading to wasted labor and fuel, missed deliveries, and frustrated customers. For 
example, one large Finmile client logged 18% of payroll hours on re-dispatching failed 
routes before adopting Finmile's AI platform - after implementation, that dropped to 
under 2%. Optimized routing can slash costs by up to 20-40%. Key findings include: 

● Dispatch inefficiency is pervasive: ~55% of retailers call their manual planning 
a "significant pain point." 

● Labor & fuel waste drive costs: Last-mile delivery often makes up 41-53% of 
total logistics spend. In cost breakdowns, labor can account for ~50% and fuel 
~10% of last-mile expenses. 

● Failed deliveries magnify waste: Roughly 1 in 10 orders miss the first delivery 
attempt, requiring costly re-dispatch. 

● AI-powered routing delivers savings: Companies implementing advanced route 
optimization have seen major cost reductions (e.g., DHL cut delivery costs 20% 
using AI routing). Finmile customers report up to 42% fewer routes and 
significantly faster deliveries after switching from manual planning. 

Below we explore how manual dispatch inefficiencies translate into real costs, and 
how AI-based route optimization, like Finmile's platform, recovers those losses. 

The Last-Mile Cost Crunch 
The "last mile" of delivery is famously expensive: studies show it can be 41-53% of 
total supply chain costs. This is due to complex urban routing, high labor intensity, and 
rising customer expectations. In fact, over half of consumers will abandon an online 
purchase if delivery promises aren't met, and delivery is often cited as the most 
frustrating part of e-commerce. 

Inefficient dispatch plays a big role. One report found 55% of retailers see their 
manual dispatch process as a "significant pain point." These manual systems, built on 
pen, paper or generic maps, struggle to adapt to real-time changes or scale with 
volume. Every routing error or failed stop translates to extra driver time, fuel, and labor 
to fix it. In practice, this means hidden costs in overtime pay, excess mileage, and poor 
vehicle utilization. 



 

Figure: Breakdown of last-mile delivery costs. Inefficiencies in dispatching inflate 
every component - extra labor and fuel costs dramatically raise overall expenses. 

The figure above illustrates typical last-mile cost components. Labor and fuel 
dominate the expense. A dropoff analysis shows labor ~50% and fuel ~10% of 
last-mile costs. Manual dispatch inefficiencies push those percentages even higher. 
For example, if routing is poor, drivers spend more hours on the road (increasing 
wages paid) and burn extra fuel on needless miles. Missed delivery windows also 
force driver overtime and customer make-goods. 

Dispatch Inefficiency: Manual vs. AI Routing 
In traditional manual dispatch, planners assign stops via spreadsheets or printouts. 
This method is familiar and low-tech, but "the simplicity of manual dispatching comes 
at a cost." It relies on drivers to decipher routes from paper maps or basic GPS. As 
volume grows, this becomes untenable: limited visibility and reactive planning lead to 
routing errors, traffic detours, and schedule slips. One study notes manual dispatch is 
"prone to errors in both route planning and task assignment, often resulting in 
frustrating delays." 

Automated, AI-driven routing flips this model. Sophisticated algorithms ingest all 
stops, time windows, traffic, and capacity constraints to compute optimal routes 
instantly. The result is consistent route optimization savings: many companies report 
15-20% delivery cost reductions by switching to advanced routing. Industry examples 
include DHL (20% cost savings from dynamic routing) and Tesco (8% fuel savings, 11 
million miles shaved off annual routes). Automated systems also adjust on-the-fly: if a 
driver is delayed or a new order appears, the algorithm re-routes remaining stops 
dynamically, keeping routes tight and deliveries on schedule. 

By eliminating manual guesswork, automated dispatch cuts waste at every turn. Fewer 
drivers will wander, swap tasks inefficiently, or return with undelivered packages. 
Instead, routes are consolidated and balanced, so vehicles run fuller and with minimal 
backtracking. The time saved in routing translates directly into labor savings: drivers 
and dispatchers spend far less time on re-work. In one Finmile client's experience, the 
labor burden of re-dispatching failed runs fell from 18% of payroll hours to under 2% 
after implementing AI routing. 

Quantifying Waste: Fuel, Labor and Missed Deliveries 
Even modest inefficiencies compound across a fleet. Consider fuel usage: poor routes 
force more miles and idling. One logistics expert advises tracking both total fuel 



 

consumption and fuel per stop - if fuel per mile is unusually high, it signals suboptimal 
routing or wasted time. Similarly, route deviation (actual miles vs. planned miles) 
reveals inefficiency. For instance, if drivers travel 14% more than planned per route, 
that's a direct hit to fuel and time. 

Labor waste is even costlier. Delivery driver wages typically range $16-$24/hour. Any 
extra hour on the road due to dispatch errors means paying at least $20-25 (with 
benefits) for essentially wasted work. Multiply that by hundreds of drivers and 
thousands of stops, and it balloons. A Routific analysis notes congestion and 
double-backs make the last mile by far the costliest supply chain segment. 

Finally, delivery failure rates drive costly loops. Failed first-attempt deliveries require 
redelivering or pickups. Surveys report about 10-15% of orders miss the first delivery 
attempt. Each failure can double or triple the marginal cost of that order (extra time, 
paperwork, and customer goodwill lost). Automating dispatch helps here too: by 
optimizing sequences and even proactively adjusting time windows, companies see 
higher first-attempt success. For example, improved routing and real-time tracking 
can push on-time delivery rates well above 90%. 

Together, these inefficiencies - extra miles, wasted driver hours, repeated trips - 
represent "hidden" costs often overlooked until analyzed. Using a whiteboard-style 
calculator (available for download from Finmile), fleet managers can quantify the 
impact: entering variables like labor rates, fuel prices, and route deviations shows how 
much money is burned by dispatch inefficiency versus saved by optimization. 

Finmile's Impact and ROI 
Finmile's AI platform is designed to capture these savings. In practice, clients 
experience dramatic improvements. 

● Route count reduction: Companies often run fewer trucks per day after Finmile. 
One case saw a 42% reduction in total routes needed to cover the same stops. 
Fewer routes directly means lower fleet and fuel costs. 

● Labor time saved: Automated routing and scheduling free dispatchers to handle 
exceptions rather than rebuild runs from scratch. The earlier example client cut 
re-dispatch labor from 18% to 2% of payroll, recouping weeks of dispatcher work 
every month. 

● Fuel and distance savings: Finmile's algorithms continuously trim unnecessary 
miles. As the Wise Systems report notes, AI can identify "the most cost-efficient 
routes" better than manual planning. In fields like urban delivery where every left 
turn and red light matters, these savings add up - analogous to how DHL and 



 

Tesco realized double-digit percentage cuts in mileage and fuel per order. 
● Faster, more reliable service: Beyond cost, optimized routes boost on-time 

performance. With better planning, one large retailer saw ETA accuracy improve, 
reducing customer callbacks. The whitepaper data suggests customers now 
achieve ~99% on-time deliveries, a level unattainable under manual processes. 
This not only saves money (fewer rush deliveries or reships) but protects revenue 
- remembering 84% of shoppers won't return after a bad delivery experience. 

When all factors are tallied, Finmile customers typically realize payback in months. ROI 
comes from multiple streams: lower fuel bills, less overtime, fewer vehicles needed, 
and higher customer retention. Industry analyses support this: even general surveys 
note "up to 20%" (and in Finmile's case up to 42%) route cost savings with AI routing. 
Finmile's downloadable ROI calculator lets managers input their own data (fleet size, 
wages, average stops) to see potential savings in their operations. 

Conclusion: Capturing Route Optimization Savings 
Manual dispatch inefficiency is a silent profit-killer in logistics. It inflates labor costs, 
squanders fuel, and erodes service quality. A data-driven approach exposes these 
hidden wastes. As we've seen, over half of companies cite manual planning as a pain 
point, and simple cost breakdowns show the high price of inaction. The solution is 
clear: automated, AI-driven routing slashes route length and delivery time. Finmile's 
clients routinely unlock double-digit savings and performance gains by making this 
shift. 

Logistics leaders can start by benchmarking their dispatch metrics - e.g., delivery 
failure rate, route deviation, and labor hours on rework - and modeling improvements 
with the Finmile calculator. Armed with data, the ROI of optimized routing becomes 
undeniable. In an era where customer expectations are higher than ever, reducing 
dispatch inefficiency is not just a cost-saver, it's a competitive necessity. 

Glossary 
● Manual dispatch: The traditional process of planning delivery routes and 

assigning drivers by hand (using pen, paper, or spreadsheets) rather than 
software. Manual dispatch often leads to inefficiency because it can't quickly 
adapt to changes or optimize multiple routes simultaneously. 

● Route deviation: A measure of how much actual driving distance or time 
exceeds the planned route. High deviation (e.g., >10% extra miles) indicates 
inefficient routing due to detours or suboptimal paths. Reducing route deviation is 
a key goal of route optimization. 



 

● Delivery failure rate: The percentage of deliveries not completed on the first 
attempt. For example, a 10% failure rate means 1 in 10 delivery attempts fail (due 
to wrong address, customer absence, etc.). High failure rates waste time and 
money, as vehicles often have to return or send a second run. AI-driven routing 
and scheduling aim to minimize failures by optimizing time windows and 
improving route timing. 

Sources: 
Industry data and logistics analyses, and Finmile case-study insights (client 
deployment results). 
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