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Abstract 

This white paper seeks to delineate the significant Return on Investment (ROI) potential of 

conducting an Arc Flash Assessment (AFA) in distribution centers. We explore two main factors 

influencing ROI: increased production efficiency and reduced employee injuries. Implementing 

AFA contributes to a safer work environment, enhances operational productivity, and helps 

comply with regulatory standards. 

Introduction 

Arc flash incidents seriously threaten companies or facilities with high-powered electrical 

equipment, including distribution centers. These incidents can cause severe personal injuries, 

equipment damage, regulatory fines, and production downtime. A company can identify 

potential risks and apply mitigating measures by conducting an Arc Flash Assessment to prevent 

such incidents. 

ROI Through Injury Reduction 

Arc flash incidents can have catastrophic consequences, potentially leading to severe injury or 

even death. Besides the direct costs of medical care, rehabilitation, and compensation, indirect 

costs may also arise, including equipment repair, production downtime, potential OSHA 

penalties, and legal fees. Most significantly, there is a detrimental impact on employee morale, 

productivity, and the potential for reputational damage. 

Some typical injuries that stem from arc flash incidents include: 

• Severe burns 

• Hearing loss 

• Eye injuries 

• Lung damage 

• Internal bleeding from blast pressure or falls 

• Death 

The National Fire Protection Association (NFPA), in its 70E standard, requires the workplace to be 

'electrically safe.' Employers are legally obligated to ensure the safety of their employees, and 

non-compliance can lead to hefty fines. Conducting an AFA can help comply with these 

regulations, significantly reducing the risk of arc flash incidents and potential penalties. 

A study by the Institute of Electrical and Electronics Engineers (IEEE) suggested that the cost 

associated with a single arc flash injury can exceed $1 million. Therefore, even if an AFA prevents 

one such incident, it can lead to substantial savings, providing a compelling ROI. 
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ROI Through Production Savings 

Beyond personnel safety, AFAs contribute significantly to preventing unplanned downtime and 

increasing production efficiency. Arc flash incidents can cause substantial damage to electrical 

equipment, necessitating expensive repairs or replacements and halting operations. This 

downtime leads to lost productivity and potentially missed deadlines, impacting revenue and 

customer relationships. 

An AFA helps minimize the risk of equipment damage and unplanned shutdowns by identifying 

potential hazards and enabling preventative measures. The Institute of Electrical and Electronics 

Engineers (IEEE) suggests that the average cost of one hour of downtime in a high-availability 

industry can be up to $50,000. Therefore, minimizing such occurrences can provide substantial 

savings. 

Moreover, regular AFAs can enhance the lifespan and performance of electrical equipment. 

These assessments often identify maintenance needs and equipment deterioration before they 

escalate into critical failures. By proactively addressing these issues, companies can avoid costly 

repairs and replacements, contributing to the ROI. 

Conclusion 

While the initial investment in an Arc Flash Assessment may be significant, the benefits vastly 

outweigh the costs. AFAs enable companies to ensure employee safety, meet compliance 

standards, prevent costly downtime, extend equipment lifespan, and enhance productivity. 

Given the potentially enormous direct and indirect costs associated with arc flash incidents, an 

AFA should be considered a necessary investment in risk management and operational 

efficiency. 

While the exact ROI will vary based on specific circumstances, even a single prevented incident 

can offset the cost of the assessment. Considering the financial, legal, operational, and human 

factors, the ROI of conducting an Arc Flash Assessment at a distribution center can be 

substantial. 

Companies should, therefore, integrate regular AFAs into their risk management and safety 

strategies, ensuring a safer, more productive, and more efficient work environment. The ROI is 

not just in terms of financial savings but also in preserving human lives and a company's 

reputation. 

 

 

 

 


