



NASCO NAFTRACS CARGO TRACKING AND MANAGEMENT BENEFITS
Frequently Asked Questions

Q. What are the biggest concerns about supply chain operations to businesses, shippers, logistics companies? 
A. According to research conducted by the management consulting firm A.T. Kearney and cited by Savi Networks, a world leader in building and operating RFID-based tracking and management systems, ASSURING CONTAINER SECURITY and REDUCING INVENTORY are the most important issues supply chain executives are managing.

Q. What benefits do supply chain executives see from participating in Radio Frequency Identification (RFID)-based sensor tag networks to track and manage their cargo containers, trucks and trailers from origin to destination?

A. Key findings in the A.T. Kearney research for Savi Networks revealed that approximately 94 percent of the total benefit derived from participation in RFID-based cargo management and tracking systems is derived from four factors: 

· Reduced inventory carrying costs

· Reduced out-of-stocks

· Reduced lead time variance

· Increased manufacturing uptime

Reduced labor and fees (3 percent), increasing security (2 percent), and preventing lost cargo containers (1 percent), combined for solely six percent of the benefit from participating in RFID-based cargo tracking and management systems.

Q. What kind of savings can RFID tracking solutions provide to business?

The A.T. Kearney research indicates supply chain executives estimate the total average benefit per cargo container from an end-to-end RFID tracking solution to be approximately $1,150. 
Reducing inventory overstocking represents 31% of the savings;

Reducing products out-of-stock represents 30% of the savings;

Reducing Lead-Time Variance can provide 17% of the savings; and

Increasing Manufacturing Uptime can affect 16% of the savings.

Hutchison Port Holdings, the world’s largest operator of ports and terminals and a Savi Networks partner, estimates that the average value carried within a cargo container is $75,000 and the cost of transportation of a single container averages $3,000, whereas the cost of participation in an RFID tracking system can vary from $10 to $20 a container.

Q. Why does reduced inventory carrying costs from RFID systems help companies?
Without a high degree of certainty of arrival time to destination due to no tracking system/supply chain information real-time feedback, company supply-chain executives have less certainty and confidence over shipment times for goods traveling through the global supply chain to its key end customers.

As a result, companies and their top executives must expend highly valuable, but unproductive “sunk capital” (cash) -- and other equipment and human resources -- in planned redundancies of excess inventory at various points in the supply chain system.

A former U.S.-owned retail store chain in Mexico City noted travel time for arrival of truck-borne shipments of home appliances from their Ohio manufacturing plant to the Mexico City customer showrooms took an average 15 days, but sometimes many more and sometimes many less days.

That great variance in shipment time reliability required the Mexico City-based appliance store chain to always keep on hand 3 times 15 days of inventory of appliances in a Mexico City warehouse with all the attendant sunken, unproductive costs, including:
· 45 days of sales of home appliances stored at all times in a warehouse

· warehouse ownership/leasing costs 
· security personnel payroll, training and equipment

· warehouse electricity and other utility payments

· insurance and other warehousing liabilities 
RFID tracking systems provide government customs, security and enforcement organizations with greater visibility for advance cargo risk assessment and review, which allows governments, in return, to provide incentives in eased travel passage at key trade-movement points, allowing time advantages to RFID tracking system participants.

But the dramatically enhanced reliability in time of shipment from origin to destination for companies that RFID information networks give back to company supply chain managers in a near, real-time basis also permits companies to slash their planned, built-in redundancies of excess inventory, thereby streamlining company operations and greatly enhancing the company’s productivity and return on capital  
Q. What are ‘reduced out-of-stocks’ situations?
A. Reduced out-of-stocks situations. Because company supply chain executives are constantly updated on the status of inventory shipments and their status, customers experience greatly reduced incidents of valuable product offerings being “out-of-stock” due to no system being in place to provide information that certain highly desired and valued products have been sold out or gone “out of stock.” RFID-based tracking systems help supply chain executives at the origin and destination points keep track of inventories so closely they avoid the highly costly loss of sales from products going “out of stock.”

Q. What is “reduced lead time variance?” 
A. As mentioned above, when shipment times can vary by days or even weeks, the variability or reliability of product shipment times can force end-user customers to have operate or behave in unproductive ways to the company’s business. 

Such lack of reliability in shipment times can force companies to order and keep on hand much more -- or much less of a product -- than is optimal. If a company keeps on hand too much inventory, it ties up precious working capital.

If it fails to have enough inventory on hand, it may not only cost the company very valuable sales and revenues growth opportunities, but also produce extremely negative customer service or satisfaction, which can greatly jeopardize the company’s brand, marketing, prestige and status as a source of goods and products.

Reducing the lead-time variance helps executives to make best, optimum use of a company’s limited cash or working capital and other resources for daily business operations. Greater lead time variance is highly wasteful and harmful to a company’s operations and prospects for success.  
Q. What is the value of increased manufacturing uptime from RFID cargo tracking?

A. Manufacturing plants, facilities and operations tend to be capital intensive; that is, the original investment consumes great sums of capital to be invested in them. Optimum return on that capital investment in such highly expensive physical plant is best achieved when such facilities can be operated as close to 100% of capacity at all times, 24 hours/7 seven days a week, all year, every year.
RFID cargo tracking and management systems contribute greatly to “increased manufacturing uptime” by ensuring that raw materials, or semi-finished components required in the manufacturing process are available at the right time in the right amount and extremely reliably and with as little variance in time of shipment as possible, due to the complexities of manufacturing operations. 

RFID cargo tracking and management also adds great value to manufacturing facility operations by making possible highly efficient distribution and shipment of such plants’ outputs -- the manufactured, final-assembled product -- from the plant site to the marketplace in the most reliable, fastest and least expensive way. If plant output is permitted to stockpile at a manufacturing assembly that development too may require plant operations to stop until output is distributed, thereby robbing productivity from expensive plants stilled and not producing until its products can be moved to market. 
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