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Your presenter

• Associate Professor of Operations 
Management 
& Supply Chain Management
• Baylor University



Objective of the presentation

•How to develop an RFID business case and justify your 
investment 
(Qualitatively and Quantifiably)
• Assess the financial impact (cost and benefits) of your RFID 

project
• Build an RFID “business case” based on the selected 

technologies and solution design
• Assess and monitor for performance

Place your logo here



Start your business plan

RFID

Unlocking the value 
“the Business Case for RFID”

Don’t sell RFID as a 
technology but (1) 

as a solution to 
business problems 

(2) as a mean to 
leverage on new 
opportunities! 



RFID business case
RFID project life cycle High level Business 

case 
& value proposition

As-is performance & 
gap analysis

Business cases & 
scenarios sensitivity 
analysis based on 
designs

Revision of the 
Business case: 
assess realistic 
financial impact 
based on 
experimentation 
(Lab & pilot

Measuring 
performance  & 
continuous case 
assessment (TCO)
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Methods & tools for ROI analysis
How to quantify & justify your RFID investment? 
Qualitatively & Quantifiably

1.Problem definition
2.Data gathering and analysis 
3.Selection/development of a 

solution
4.Cost Impacts and pay off 

Analysis
5.Implementation & follow up

• Decision Tree
• Business Process Performance 

Analysis
• Balance scorecards 
• SCM frameworks (e.g. SCOR)
• Infrastructure cost analysis
• Lab. scenario design and testing
• Trade off analysis
• RFID system decision matrix

Introduced in: “Targeting the 

Correct RFID Technology for the 

Right Project”



Methods & tools for ROI analysis
Scorecards & performance framework

1.ABC: Activity-Based Costing
2.FLR: Framework for Logistics Research
3.BSC: Balanced ScoreCard
4.SCOR: Supply Chain Operation Reference Model
5.many more…



Quantifying opportunities
Classic costs of inventory



Quantifying opportunities
Linking the business plan to the project goals

Increase 
Operating 
efficiency

Increase 
Capital 

Efficiency

Increase …

Increase 
Revenue

Reduce
Operating Costs

Reduce Working 
Capital

Increase 
Volume

Increase Market 
Share

Reduce labor costs

Reduce inventory
Increase asset utilization

Improve on-shelf availability

Improve promotional planning



Quantifying opportunities
Inventory control questions & related KPIs



Quantifying opportunities
Inventory control questions & related KPIs



Quantifying opportunities
Consider a scope of additional benefits
•More efficient processes
• Faster data acquisition
• Faster verification
• Reduce paperwork
• Reduce errors
• Reduce bottlenecks
• Improve asset utilization



Quantifying opportunities
Consider a scope of additional benefits
• Improve the quality of information
• Paperwork gets (correctly) filled out
• (actually less “paper”)

• Fewer claims (relationship, time, $)
• Better informed management decisions 
• Time lag for decision making



Objective of the presentation

•How to develop an RFID business case and justify your 
investment 
(Qualitatively and Quantifiably)
• Assess the financial impact (cost and benefits) of your RFID 

project
• Build an RFID “business case” based on the selected 

technologies and solution design
• Assess and monitor for performance



Unlock the “value”
Based on the selected  RFID solution design



Unlock the “value”
The selected “solution” has to “fit”



Build an RFID “business case”
cost analysis



Build an RFID “business case”
cost analysis
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Assessing & monitoring performance
KPIs in the RFID Framework



Assessing & monitoring performance
KPIs & RFID impact

•With respect to previous experience on the 
impact of RFID in Warehouse& inventory  
contexts, multiple KPIs are used, such as 
• “right” level of inventory (reduction), 
• “right” service level (improvement), 
• “acceptable” out of stock level (& storage)
• space (minimum), handling costs, 
• process improvement (automation, cancellation), etc.



Assessing & monitoring performance
KPIs & RFID impact

§ Benefits. How will your company benefit from RFID-
driven visibility across the supply chain?

§ Costs. How will your company pay, both in hard 
costs and resources, for RFID-driven visibility?



Assessing & monitoring performance
KPIs & RFID impact

§ On time parts delivery percentage
§ Percentage of receipt authorized by PO
§ Percentage of orders released with full lead time
§ Put away accuracy
§ Put away cycle time
§ Average picking time
§ Shipping accuracy
§ Inventory availability

§ Average back order length
§ Inventory accuracy
§ Inventory turnover
§ Obsolete inventory percentage

• What are your 
Priorities?

• How can RFID help 
you in addressing 
these challenges and 
opportunities



Assessing & monitoring performance
KPIs & RFID impact



Assessing & monitoring performance
KPIs & RFID impact



Conclusion 

•An RFID business case should be a living, 
breathing document 

•Continuous RFID developments (↓price, 
↑performance)

“ Implementing RFID is just the start… ”
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