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How are pallets used in Australia? 

According to the Deakin University Centre for Supply Chain and Logistics, the Australian pallet market is the 

‘most mature’ pallet market globally. From a 2017 survey of 81 businesses, the majority of pallets used in 

Australia (66%) were sourced by renting from a pool managed by a third party – also known as ‘pallet 

pooling’. 14% of respondents re-used inbound pallets, 8% purchased new pallets, 3% purchased second-

hand pallets and 6% purchased a mix of new and second-hand pallets. 8% used a mix of sources (Centre for 

Supply Chain and Logistics 2017, p. 11).  

In Australia, two pallet pooling providers, CHEP and Loscam, provide the majority of for-hire pallets. These 

companies have large fleets of pallets that are available for rent to businesses across the country. A 

December 2022 survey by the Australian Food and Grocery Council found that CHEP was the primary pallet 

provider for 71% (and Loscam for 29%) of surveyed food and grocery businesses.  

Australia’s pallet demand was estimated to be 48.5 million units in 2019, of which 46.7 million units were 

wooden pallets. Plastic, corrugated and moulded pulp, and metal pallets only accounted for just under 4% of 

Australia’s pallet demand (Freedonia Group 2020, p. 185).  

How the pallet pooling system works in Australia 

Pallet pooling is a system where businesses – manufacturers, distributers and retailers – share a common 

pool of pallets, rather than each business owning and managing its own pallets. Under this ‘share and reuse’ 

system, pallets are rented or leased from a pallet pooling provider, who is responsible for the collection, 

repair, and maintenance of the pallets. 

When a business needs pallets for the transport and storage of goods, it orders pallets from the pooling 

provider. The pallets are then delivered to the business and can be used as needed. Once the business is 

finished with the pallets, they can be returned to the pooling provider for repair and reuse. The pooling 

provider is responsible for collecting the pallets and transporting them to a repair facility, where they are 

inspected, repaired, and cleaned as needed. The responsibility for, and daily rental cost of, hired pallets is 

transferred between different businesses’ accounts as the pallets move through the supply chain (figure 1).  
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Figure 2 – Pallet pooling models differ overseas 

Pooling models at CHEP 

 

Source: (Andrew 2023). 

Pallets are used in many industries, but the grocery supply chain is 

the main focus  

The majority of demand for pallets in Australia is for warehousing (47%), followed by ‘other manufacturing’ 

(28%)1, food and beverage manufacturing (23%), and construction (2%) (Freedonia Group 2020, p. 185). 

The share of pallet demand for warehousing is high relative to other countries – for example, across the 

Asia-Pacific region warehousing accounts for 15% of pallet demand compared to 63% for ‘other 

manufacturing’ (Freedonia Group 2020, p. 163). This might reflect Australia’s lower level of manufacturing 

activity relative to other countries in the region, or Australia’s greater use of pallet management firms, which 

are classified under ‘warehousing’ rather than the hirer’s industry.  

OSCR’s understanding is that the pallet hire shortage disproportionately affects the food and grocery sector. 

We do not have data yet on use of CHEP and Loscam hire pallets in other sectors, but will seek this through 

our initial meetings with industry organisations and through direct approach to CHEP and Loscam.  

 

1 Although we do not have a breakdown of the data for Australia, globally the ‘other manufacturing’ category is 

composed of transportation equipment, chemicals, electronic products, metal products and machinery (Freedonia 

Group 2020, p. 68). 
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The shortage problem 

How hoarding broke the pooling system in 2021 

In response to supply chain disruptions since the COVID-19 pandemic in 2020, manufacturers, producers 

and importers have been de-risking their supply chains by increasing levels of ‘just in case’ inventory (CHEP 

Australia 2022). This inventory is largely being held on pallets in warehouses, which has increased the 

demand for pallets.  

Over the two years to December 2022, the main pallet pool provider, CHEP, invested over $100 million to 

bring new pallets into the system (CHEP Australia 2022). CHEP noted in December 2022 that they had 

added more new pallets to their pool in six months than their historic annual purchase volumes (CHEP 

Australia 2022).   

Despite the increased supply into the pool, and other actions by the pooling companies to assist pallet 

returns2, there were insufficient pallets to meet demand in 2021 and 2022. According to CHEP, hirers began 

‘hoarding’ pallets and circumventing the ‘share and reuse’ pallet pooling systems (CHEP Australia 2022).  

• The Office of Supply Chain Resilience (OSCR) met with pallet poolers and supermarket retailers 

throughout 2021 and 2022, and told us the same story.  

OSCR provided data on the de-hiring rates (the proportion of pallets returned to the pool when no longer 

needed) at Loscam for Australia’s four major supermarket retailers (figure 2). The percentage of pallets 

returned to the pool fell sharply during the second half of 2021 for the two largest supermarket retailers 

(Retailers 2 and 4) and remained low throughout 2022. 

 

 
2 These include: enhancing asset recovery processes to increase pallet collections and returns; managing critical 

supplies through allocation protocols; working collaboratively with de-hirers to increase returns; upgrading online ordering 

systems, making it easier for customers to manage their orders and enabling CHEP to provide the most up to date 

supply information; and increasing capacity to condition returned pallets with new ‘state of the art’ pallet plants recently 

commissioned in Melbourne, Perth, and Sydney (CHEP Australia 2022). 
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Figure 2 – De-hiring rates at Loscam have fallen since the start of 2021 

Supermarket retailersa 

  

  

a. Retailers are de-identified on Loscam’s request but represent the four major supermarket retailers in Australia. 

Source: Loscam (unpublished – commercial-in-confidence). 

Direct impacts of the pallet shortage 

The pallet shortage problem has been raised directly with Government by the food and grocery industry. We 

have not yet found information on how pallet shortages are affecting other industries, nor is there public 

information on what proportion of the pallet market the food and grocery industry represents, but will seek 

this information through our call for submissions and early meetings.  

A survey of food and grocery businesses by the Australian Food and Grocery Council (AFGC) in December 

2022 (unpublished, p. 7) asked whether organisations had experienced significant additional costs directly 

associated with sourcing and transporting pallets in the past 12 months. Most organisations (91%) 

responded ‘yes’, with only 6% responding ‘no’ and 3% ‘not sure’. The largest percentage cost increase in the 

past 12 months for CHEP pallet hirers was from additional labour costs to sort and clean pallets, and for 

Loscam pallet hirers to transport pallets (figure 3).  

A follow-up survey in March 2023 found that 95% of organisations had experienced significant additional 

costs directly associated with sourcing and transporting pallets in the past 12 months (AFGC 2023 

unpublished, p. 9). These estimates are likely based on the number of respondents, without adjustment for 

their size (their demand for pallets).  

The December 2022 survey also identified pallet-associated downtime of 40 hours per month for CHEP 

pallet users and 10 hours per month for Loscam pallet users in November 2022 (AFGC 2022 unpublished, 

p. 8). A majority of respondents (55%) also identified that pallet shortages had impacted their imports of 

products and/or materials (AFGC 2022 unpublished, p. 11).  
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Policy questions 

Is the pallet pooling problem transitory — will it resolve itself?  

If the increase in demand for pallets is temporary, and businesses revert to ‘just-in-time’ inventories in the 

near future as global supply chain problems are resolved, then the number of pallets in the system may be 

sufficient – or more than sufficient – to return the pallet pool to functioning as it was prior to the hoarding 

problem.  

The AFGC surveyed food and grocery businesses in the first quarters of 2022 and 2023, and found that 

inventory levels of raw and packaging materials had largely returned to pre-COVID levels in quarter 1, 2023. 

However, inventory levels of finished goods remain higher than pre-COVID levels, with almost 40% of 

respondents holding 0-20% more stock than prior to the pandemic (AFGC 2023 unpublished, p. 4). That is, 

food and grocery businesses are holding just-in-case inventories.  

If businesses continue to hold just-in-case inventories of finished goods, the market could still resolve the 

pallet pooling shortage by a number of means: 

• CHEP and/or Loscam could add more pallets to the pool to meet demand  

• new entrants to pallet pooling could hire out pallets to meet demand 

• businesses may find substitutes for pallet hire, such as purchasing pallets themselves.  

These situations are considered below. A key question is why the market wouldn’t resolve the pallet 

shortage on its own. This could be due to market power by the two companies in the pallet hire business, or 

if companies are expecting government to solve the problem.  

Why can’t CHEP and Loscam just add more pallets to their pools?  

Adding more pallets to the pool would solve the hoarding problem, but the main input – timber – is expensive 

(figure 4). In addition, flooding in 2022 led to shortages in sawn softwood timber, and recent government 

policy changes have reduced access to native forest hardwood in some states (Forest & Wood Products 

Australia 2022).  

Additional timber could be imported to make pallets in Australia – CHEP Australia (August 2022 update) 

noted that:  

Suitable grades of sustainably grown timber are being imported into Australia, to supplement our 

contracted local supplies, and are shipping weekly into pallet manufacturers across the country. 

Finished timber pallets can also be imported, although the bulk and weight of timber pallets makes them an 

economically unattractive product to import (Freedonia Group 2020, p. 24). Despite this, Forest and Wood 

Products Australia reported that Australia’s imports of wooden pallets were valued at $4.34 million for the 

year ended September 2022, 22% higher than a year earlier (Forest & Wood Products Australia 2022). Our 

assumption, without seeing the underlying (subscription) data from IndustryEdge, is that these wooden 

pallets are Australian Standard pallets being purchased by pallet users or logistics companies for the one-

third of the market that does not use pallet pooling. We do not yet know whether CHEP or Loscam import 

finished pallets for their pools. 

Plastic pallets cost about three times more than wooden pallets, which may explain why CHEP and Loscam 

have not switched to plastic to make up the shortfall in their pallet pool. (Both CHEP and Loscam do offer a 
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range of plastic pallets to customers for specific uses, presumably at different prices to their standard timber 

pallets.) 

Figure 4 – Timber, board and joinery prices have increased substantially in recent years 

Producer price index of timber, board and joinery, March 2013 to March 2023a 

     

a. Weighted average across six capital cities. 

Source: ABS 6427.0 Producer Price Indexes, Australia 

 

If businesses who hire from CHEP and Loscam can’t get enough pallets, can’t 

they get pallets from somewhere else?  

The AFGC survey asked food and grocery businesses about alternative sources of pallets. Direct transfer 

from retailers was the main alternative source of pallets for suppliers in 2022 (AFGC 2022 unpublished, p. 6) 

(figure 5).  
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What other issues with pallets are relevant?  

A study of pallets in 2017 by the Centre for Supply Chain and Logistics at Deakin University – predating the 

breakdown in the pallet pool model after COVID-19 – identified a number of issues associated with pallets in 

supply chains.  

• Cost – and anticipated future cost increases due to hardwood supply gaps – was the prevailing concern 

of pallet users who rent or buy pallets (Centre for Supply Chain and Logistics 2017, p. 19). As sector-

specific alternatives to hardwood pallets increase, the increased diversity in pallets may lower the 

efficiency benefits initially derived from use of pallets. 

• Pallet control was a significant challenge for pallet owners, renters and suppliers – that is, management 

of pallet inventory and loss of pallets. Businesses without accounts with CHEP and Loscam were 

benefiting from a supply of pallets that accrued daily rental fees for other businesses (generally the 

previous business in the supply chain – the transporter or supplier) (Centre for Supply Chain and 

Logistics 2017, p. 14).  

• Diversity in pallet sizes were causing challenges for logistics service providers in transporting and 

storing pallets. Warehouse racking in Australia is designed for the CHEP/Loscam 1165x1165mm pallet, 

but imported Asian standard (1100x1100mm) and European standard (1000x1200mm) pallets for 

imported product were creating inefficiencies in warehousing and inhibiting uptake of automation and 

smart technology (p. 17). Double handling of imported products that need to be moved off their incoming 

pallets and onto Australian sized pallets is inefficient and costly (Centre for Supply Chain and 

Logistics 2017, p. 16). 

• Safe working loads on pallets and work, health and safety concerns were also identified (Centre for 

Supply Chain and Logistics 2017, pp. 13, 18).  

  

Environmental concerns may also be raised  due to CHEP’s reliance on native hardwood 

in manufacturing their pallets. Some analytical considerations include: 

• environmental impacts of hiring (pooling) pallets versus single-use pallets. For example, imported Asian 

standard pallets are commonly recycled or discarded rather than reused  

• hardwood versus softwood over the life cycle of the pallet (hardwood pallets are more durable than 

softwood, but are made from non-plantation native timber) 

• plastic or cardboard versus timber or wood composite over the pallet life cycle (see for example Khan 

et al. (2021)). 

Is there a role for government?  

The threshold questions in relation to the role for government is whether there is a market failure in the pallet 

pooling market, or areas in which government action might assist in improving market outcomes. Sources of 

market failure could include:  

• exercise of market power (duopoly) and barriers to entry for pallet suppliers in the pallet pooling market, 

including variations in this in regional Australia 

• exercise of market power in the grocery retail market (with two major retailers’ refusal to return pallets 

impacting the pooling system and smaller retailers’ access to pallets) 

• lack of information on supply, location and pricing of pallets to the pooling market (there is no public 

information in Australia on the number of pallets or their pricing) 

• barriers to entry for new businesses who cannot join the pallet pooling system as customers 
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• externalities, where individual businesses’ solutions to pallet access in one part of the market – such as 

using non-standard size pallets, or repairing pallets in-house – impact on the overall efficiency of supply 

chains 

• externalities in the environmental impact of pallets – for example, if landfill pricing does not take account of 

the full costs of disposing of pallets into landfill (similarly for carbon dioxide emissions in pallet 

manufacture and use, and the environmental impacts of logging native and plantation timber).  

The market may resolve the pallet pooling problem and achieve more efficient outcomes without government 

intervention. For example, some transporters now charge additional fees to cover the risk of pallets lost to 

businesses not in a pool, and other businesses have emerged that offer tracking and pallet management 

services. 

 

 

.  

Historically, government’s role in the pallet pooling industry has been mainly in facilitating collaboration, 

supporting innovation/managing forestry industry transition, and maintaining standards:  

• OSCR meets regularly with the two pallet providers and four supermarket retailers, acts as a go-between 

to encourage supermarkets to return pallets to the pool, and attempts to get pallet providers to share 

information about availability and pricing.  

• The Victorian Government’s Timber Innovation Fund provides grants for innovation to support transition 

from native timber to plantation fibre. 

• Standards Australia maintains the Australian standard for pallets. 

Industry self-regulates through encouraging adherence to common delivery requirements for pallets.  

• The Common Delivery Guidelines for Industry were developed collaboratively between three of the four 

major food and grocery retailers in Australia (Coles, Metcash and Woolworths) to align non-competitive 

requirements for deliveries wherever practical. Compliance is reported on annually.  

We remain uncertain, at this point, as to what justification, if any, there might be for government intervention 

in the pallet market.  
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