Kurt Salmon RFID
in Retail Study 2016

RFID is on the rise. In Kurt Salmon’s first large
retail study of radio frequency identification
(RFID) in 2014, 34% of respondents had either
implemented or were currently implementing or
piloting RFID. Today, that’s more than doubled,
to 73%. Part of the reason for the significant
growth in RFID use is that more and more retailers
have the ROI data to prove that the technology is
delivering significant results.

Retailers are experiencing challenges in keeping
up with the inventory and visibility demands that
today’s consumer-centric, hypercompetitive retail
environment requires.

In May 2016, Kurt Salmon surveyed 60 soft lines
retailers and wholesalers with revenues of at least
$500 million, following a survey of a similar group
of retailers in 2014.

»» Gain better inventory visibility (33%)

One standout among ROI measures: inventory
accuracy. Inventory accuracy is the most widely
used metric—93% of retailers surveyed measure
it related to RFID—with the largest improvements
due to RFID—an average of 25.4%. Even more
interesting: Retailers reported that lack of inventory accuracy accounts for a loss of 8.7% of total
sales, on average.
For the 27% of retailers not implementing RFID, 86%
say it’s because management is focused on other
priorities, but only 2% said management didn’t believe RFID would provide substantial benefits.
Those who are using RFID are seeing significant
improvements in inventory accuracy and reductions
in out-of-stocks, cost of goods sold and other areas
essential to staying competitive. Now, those benefits are quantified and so compelling that they may
convince even the 2% who are holding out. RFID
continues to be a critical tool for both omnichannel and customer engagement initiatives that are
central to a retailer’s future success.

RFID USE CASES
Perhaps the most important questions for retailers
still on the fence about RFID or for those looking to
benchmark their existing implementation are these:
How are retailers using RFID, and what kind of benefits are they receiving?
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Top challenges include the need to:
»» Offer more order fulfillment options (55%)
»» Improve promotion accuracy and personalized
marketing (45%)

»» Increase operating profits (30%)
Many retailers across categories are using RFID to
attack these challenges, and RFID is proving to be
an especially effective weapon.
In fact, RFID improves inventory accuracy by
25.4%—retailers studied reported 67.4% inventory
accuracy before RFID and 84.5% accuracy after
implementation.
But that’s not all. As shown in Exhibit 1, RFID improved customer satisfaction by 11.0%, reduced outof-stocks by 40.6%, cut shrinkage by 33.7% and,
most importantly, boosted profit margin by 60.7%.
Given these impressive results, it’s no surprise that
85% of respondents are using RFID for improving
inventory accuracy—the same goes for retailers
and wholesalers and across all categories (basics,
footwear, fashion and accessories). Beyond inventory accuracy, retailers and wholesalers in three
out of four categories indicated that supporting
omnichannel was the second-highest use case. The
only variance in the data came from accessories,
which reported increased benefits from reductions
in time and labor.
In fact, the survey showed RFID technology spending is projected to grow at a 22% CAGR between
2015 and 2018.
In addition to inventory accuracy, leading retailers
are working toward other use cases. Companies
are beginning to realize other potential uses of

the massive amounts of data associated with RFID
that go beyond just identification tags. RFID is an
enabling technology that can be used to grow an
omnichannel and customer-centric environment.
For example, retailers are using RFID to support
their omnichannel initiatives like buy online, pick
up in store (BOPUS) and ship-from-store. Within
the categories of basics and fashion, BOPUS is the
highest-rated use case, while within footwear and
accessories, ship-from-store was reported as the
use case providing the most benefits. Accurate
inventory data can reduce split shipments, overall

shipping costs and labor hours, allowing for more
focus on a customer-centric environment. Retailers
are aware of this: Forty-eight percent of companies
surveyed said increasing ordering options was a
top challenge, 28% said it was combating increased
out-of-stock levels and another 28% reported a top
challenge to be poor inventory visibility.
As operational improvements are integrated, the
business can focus on true customer engagement
enhancements that aren’t possible with traditional
inventory tracking systems. For example, customer
engagement applications of RFID entice customers

Exhibit 1: Retailers are seeing significant benefits from RFID.
IMPROVEMENT IN KEY RETAIL METRICS/
KPIs BEFORE AND AFTER RFID ADOPTION
BEFORE RFID

AFTER RFID

IMPROVEMENT

67.4%

Inventory Accuracy

84.5%

25.4%

64.6%

Customer Satisfaction

71.7%

11.0%

16.5%

Store Out-of-Stocks

9.8%

40.6%*

17.8%

Shrinkage

11.8%

33.7%*

8.9%

Profit Margin

14.3%

60.7%

14.8%

Average Markdown

11.9%

19.6%*

* Improvement is reflected by reduction
Source: EKN—Kurt Salmon RFID in Retail Survey, 2016
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to interact with products in the store in new ways.
Some of these initiatives also let retailers save
on labor, such as RFID price check or automated
checkout, while others let customers move through
an individualized experience, such as interactive
environments or display screens.
And still other emerging applications could present significant growth opportunities in the future,
including self-checkout, smart fitting rooms and
smart shopping baskets. Over 40% of retailers are
currently working with RFID to enable interactive
environments.

Each use case has individual benefits that can
positively affect the bottom line. Retailers who have
been able to measure ROI are seeing RFID’s benefits and plan to keep using it. In fact, 85% plan to
use or continue to use RFID to improve backroom
to front-of-store inventory accuracy, 77% to reduce
time and labor costs, 70% to reduce store out-ofstocks, 55% to increase store replenishment efficiency and 53% to support omnichannel fulfillment.

CAPTURING ROI
Since Kurt Salmon’s study in 2014, the most widely
asked questions have been around the ROI for RFID

Exhibit 2: Many retailers are measuring inventory accuracy to show RFID’s benefits.
TOP METRICS MEASURED TO CAPTURE RFID’S IMPACT ON ROI
93%

70%

70%

65%

63%

61%
48%

43%
37%

Inventory
Accuracy

Store
Out-ofStocks

Delivery
Identification

COGS

Inventory
Buffer

Pickup
Identification

Customer
Satisfaction

Back-Store
Item
Searches

Innovative
Customer
Engagement
Installations

35%

Cycle Count
Units per
Hour

Note: n = 46; includes respondents who selected “Full Implementation” (13R/7W), “Piloted RFID & currently
implementing” (15R/8W) and “Currently Piloting RFID” (1R). Also, one retailer who selected “Not implemented”
in the retail segment selected “Piloted RFID and currently implementing” in the wholesale segment, and one
wholesaler who selected “Not implemented” in the wholesale segment selected “Piloted RFID and currently
implementing” in the retail segment.
Source: EKN—Kurt Salmon RFID in Retail Survey, 2016
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technology. Retailers looking to pilot RFID want to
understand how the industry is achieving results
and determine whether the ROI is sufficient when
measured against other investments. The 2016 study
has proven that retailers are laser focused on ROI
and have captured these metrics. Retailers reported
they are on average using RFID in six typical use
cases, each showing a positive ROI. Key use cases
of RFID have a direct impact on increases in revenue
and reductions in markdowns and labor costs.
Retailers are measuring the metrics illustrated in
Exhibit 2 to develop the business case and ROI for
RFID technology.

As shown in Exhibit 3, retailers reported multiple
use cases with significant ROI, including large cost
savings in labor, improved inventory accuracy and
enhanced omnichannel fulfillment. These improvements translate into a real margin boost. For
example, retailers reported a 12% ROI from labor
cost savings due in part to employees conducting
cycle counts more efficiently or not at all.
Meanwhile, with a 25.4% increase in inventory
accuracy, the number of people who can now find
the inventory they want increases sales by 5% to
25%. In fact, retailers in our most recent survey said

Exhibit 3: RFID brings ROI in inventory accuracy, replenishment and labor.
REPORTED ROI BY USE CASE
12.0%
10.3%

10.0%
8.7%

8.1%

5.6%

3.1%

Reduce Time
and Labor
Costs

Improve Backroom
to Front-of-Store
Inventory Accuracy

Increase Store
Replenishment

Reduce Store
Out-of-Stocks

Support
Omnichannel
Fulfillment

Reduce
Shrinkage

Improve
Customer
Engagement

2.6%

Enable
Self-Checkout

Note: n = 46; includes respondents who selected “Full Implementation” (13R/7W), “Piloted RFID & currently
implementing” (15R/8W) and “Currently Piloting RFID” (1R). Also, one retailer who selected “Not implemented”
in the retail segment selected “Piloted RFID and currently implementing” in the wholesale segment, and one
wholesaler who selected “Not implemented” in the wholesale segment selected “Piloted RFID and currently
implementing” in the retail segment.
Source: EKN—Kurt Salmon RFID in Retail Survey, 2016
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on average, 8.7% of total sales are lost due to a lack
of inventory accuracy, a problem RFID helps solve.
And improving backroom to front-of-store efficiency increases the ability to sell and the scenarios
around which items in inventory can be interacted
with and purchased.
Larger retailers may have a more complex benefits
equation than smaller retailers and may therefore
experience different benefits. For example, the
study showed retailers with more than $5 billion in
annual sales are using the cost of goods sold metric
more frequently to capture ROI.
Regardless of size, retailers are struggling to measure historically qualitative metrics like customer
engagement. Half of all retailers said they didn’t
know what the customer engagement and selfcheckout ROI were for their RFID implementation,
despite being able to report an ROI for every other
metric. This will be a focal point as additional customer engagement use cases are developed and
implemented.

INVENTORY ACCURACY IS KEY
Not only does inventory inaccuracy cause lost sales
of 8.7%, it’s also a key factor in the ability to effectively execute an omnichannel strategy. If inventory
accuracy is not well above the industry average,
retailers will struggle to successfully implement
omnichannel initiatives because they’ll be unable to
cost-effectively meet customers’ demands for “buy
anywhere, get anywhere” shopping.
The benefits of inventory accuracy vary by retailer
size. Smaller retailers (under $1 billion in revenue)
don’t experience the same bump in inventory accuracy, customer satisfaction or profit margin after
implementing RFID. Their larger counterparts experience larger ROIs, showing a direct link between
inventory accuracy and margin.
Inventory accuracy was key in one lifestyle brand’s
decision to implement RFID. Seventy percent of the
products in its outlet and flagship stores are tagged
with RFID tags, and the company uses them to
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track products in the stores and ensure that products are on-shelf to avoid out-of-stocks, according
to an interview with the company’s senior director
of omnichannel product development. Following a
successful pilot project, the retailer is planning to
roll out RFID to most stores, especially to its busiest
locations. The company is also using RFID to enable
ship-from-store, which has reduced shipping time
and cost while making it easier to track products
and reduce manual effort.

BARRIERS TO ADOPTION
Given these impressive benefits, why haven’t all
retailers implemented RFID? Holdouts are primarily
smaller retailers, some of whom struggle to realize
the benefits of RFID thanks to high implementation
costs. In contrast, 76% of retailers with revenues
over $1 billion have implemented or are implementing RFID, while 87% of retailers with revenues of
more than $5 billion already have.
Overall, 25% of retailers who haven’t implemented
RFID said cost was one of the biggest reasons why,
while 75% said they were waiting for broader industry adoption.
Size also matters when it comes to RFID’s staying
power within an organization. While just 9% of
retailers with revenues over $1 billion who piloted
RFID decided against broader implementation, that
number shoots up to 44% among retailers with less
than $1 billion in revenue.
But the top barrier to RFID adoption, even more
now than in 2014, is that management is focused
on other priorities. In 2014, 45% of respondents
said this was the main reason their company had
not fully adopted RFID—that’s now grown to 86%
among non-adopters.
That’s not to say that management doesn’t believe
in RFID’s benefits. In fact, in 2014, 21% of survey
respondents said that management didn’t believe
RFID would provide substantial benefits. By 2016,
that group of nonbelievers had shrunk to 2%.

CONCLUSION
Between the first survey and the second, the
number of retailers implementing or looking to
implement RFID more than doubled. And given the
impressive benefits first movers are seeing, including significant improvements in inventory accuracy,
out-of-stocks, cost of goods sold, customer satisfaction and more, this isn’t surprising.
Retailers who continue to wait on RFID will not only
see the same levels of inventory uncertainty and
out-of-stocks going forward, they’ll also fall increasingly behind their competitors when it comes to the
more advanced applications of RFID implementation, including customer experience–supporting
initiatives like interactive store elements.

METHODOLOGY
In May 2016, Kurt Salmon partnered with EKN to
interview 60 apparel industry executives throughout the United States and Europe. Interviews were
conducted online, by phone and in person during
May 2016. Survey invitations were extended to
select companies from eight industry segments
with annual company revenues over $500 million.
Forty-five percent of responses came from companies that primarily classify themselves as apparel or
specialty retailers, while 33% were from wholesalers, and the remainder were fashion, general merchandise, department store or accessories retailers.
The results of this survey were analyzed and are
reported in aggregate in this study. v
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Success for what's next

Kurt Salmon is a global management consulting firm dedicated to
building the market leaders of tomorrow. More than just partnering
with our clients, we ally with them, integrating ourselves seamlessly
into their organizations in order to develop innovative, customized
solutions for their 21st-century business issues.
Succeeding in today’s increasingly complex, consumer-driven
environment is an enormous challenge.
But companies need to look beyond today; they need to position
themselves for continued success in the even more uncertain future.
That’s where Kurt Salmon comes in.
We call it delivering “success for what’s next.” The results are
transformative.
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