WHAT EXPLAINS THE CURRENT INTEREST IN RFID TECHNOLOGY?

RFID is rapidly becoming a cost-effective technology. This is in large part due to the efforts of

Wal-Mart and DoD to incorporate RFID technology into their supply chains.

In 2003, with the aim of enabling pallet-level tracking of inventory, Wal-Mart issued an RFID
mandate requiring its top 100 suppliers to begin tagging pallets and cases by January 1, 2005, with
Electronic Product Code (EPC) labels. (EPC is the first worldwide RFID technology standard.)

DoD quickly followed suit and issued the same mandate to its top 100 suppliers.

Since then, Wal-Mart has expanded its mandate by requiring all of its key suppliers to begin tagging
cases and pallets. This drive to incorporate RFID technology into their supply chains is motivated
by the increased shipping, receiving, and stocking efficiency and the decreased costs of labor,

storage, and product loss that pallet-level visibility of inventory can offer.

Wal-Mart and DoD are, respectively, the world’s largest retailer and the world’s largest supply chain
operator. Due to the combined size of their operations, the RFID mandates are spurring growth
in the RFID industry and bringing this emerging technology into the mainstream. The mandates

are seen to have the following effects:

* To organize the RFID industry under a common technology standard, the lack of which has been

a serious barrier to the industry’s growth
* To establish a hard schedule for the rollout of RFID technology’s largest application to date.

* To create an economy of scale for RFID tags, the high price of which has been another serious

barrier to the industry’s growth.

Supply chain and asset management applications are expected to dominate RFID industry growth
over the next several years. While presently these applications only account for a small portion of
all tag sales, by late 2007, supply chain and asset management applications will account for 70% of
all tag sales. The growth in total RFID transponder tags will have grown from 323 million units to

1,621 million units in just five years.

Wal-Mart and DoD alone cannot account for all the current interest in RFID technology, however.
Given the following forecasts of industry growth, it becomes clear why RFID has begun to attract

the notice of a wide range of industries and government agencies:



In the past 50 years, approximately 1.5 billion RFID tags have been sold worldwide. Sales for 2007

alone are expected to exceed 1 billion and as many as 1 trillion could be delivered by 2015.
* Wal-Mart’s top 100 suppliers alone could account for 1 billion tags sold annually.
* Revenues for the RFID industry were expected to hit $7.5 billion by 2000.

 Early adopters of RFID technology were able to lower supply chain costs by 3-5% and

simultaneously increase revenue by 2—7% according to a study by AMR Research.

* For the pharmaceutical industry alone, RFID-based solutions are predicted to save more than $8

billion by 2006.
* In the retailing sector, item-level tagging could begin in as eatly as five years.

In short, the use of RFID technology is expected to grow significantly in the next five years, and it

is predicted that someday RFID tags will be as pervasive as bar codes.



