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Ideal for customer-facing, in-store retail environments, the Motorola FX7400 fixed RFID reader sets a new standard
for maximum functionality and exceptional features in a compact and attractive package. It’s a key part of a complete
Motorola RFID solution that many top retailers are already using to help reduce inventory cycle counting time, to enable
automatic replenishment and to increase their inventory accuracy to near 100%. All of which can help reduce out-of-
stocks and increase your bottom line. It’s just another way Motorola is creating RFID solutions that are a perfect fit for 
the retail world. HELLOMOTO™

Visit motorola.com/perfectfit to learn more and to see what others are saying about the new Motorola FX7400.

MOTOROLA and the Stylized M Logo are registered in the US Patent & Trademark Office. All other product or service names are the property of their respective owners.  
©Motorola, Inc. 2009. All rights reserved.

A MIND FOR BUSINESS. A BODY FOR FASHION.
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Radio Frequency Identification — known more commonly by its acronym
RFID — is the Rodney Dangerfield of retail technologies. It gets no
respect. And that’s a real shame, because the benefits it is delivering to

clothing retailers and vendors are substantial.
If you’re new to RFID, I’m referring specifically to item-level RFID, which

involves attaching a serialized label, tag or paper ticket to the actual garment. I
am not talking about the simple tagging of boxes of merchandise, because that
has much more limited utility.

In this year’s RFID report, I do not intend to provide beginners with a
primer on how RFID solutions work. Nor do I propose to review the long list
of benefits that RFID delivers — within stores, distribution centers and produc-
tion facilities — or to outline the additional planning and allocation benefits that accrue to companies that choose
to capitalize on having timely and accurate enterprise-wide inventory visibility. An impressive body of articles,
white papers and case studies covering these topics already exists.

The intention this year is to:
4Update readers on the true state of retail adoption in North America
4Identify factors that have to date kept market growth gradual and not explosive
4Call attention to other important market developments of the past 12 months
4Help readers understand the implications for their own businesses

Retail adoption: what’s really happening?

There is much more happening than most people realize. And that is because many of the retailers making
headway have elected to keep their progress a secret. They view their growing proficiency as a source of compet-
itive advantage. I tip my hat to retailers who choose to contribute to, and not simply draw from, the growing body
of success stories. What’s ultimately going to separate winners from losers is how well these tools are used, not
whether these tools are used.

When assessing the state of adoption in the North American apparel market, it’s important to realize that there
is no one single market. It’s really a series of markets. See Apparel Segmentation Chart for descriptions and
details. Here is a quick snapshot of activity in each segment.
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Apparel’s 3rd RFID Report examines the true state of retail adoption in 
North America, identifying reasons for its gradual adoption, taking a look at 

why RFID is important for your business — and suggesting that it is 
nearing a tipping point to explosive growth.

By Marshall Kay, RFID Sherpas LLC
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Specialty Apparel Retailers

The retailer that has received the most attention this year has been American Apparel. American Apparel is
seeing great results in its test stores — including a 14 percent sales lift and significant reductions in labor hours —
and it has declared its intention to use RFID in all of its stores. However, an RFID initiative of even greater signif-
icance has been taking shape at a larger apparel retailer that has chosen to remain anonymous. Nine West,
which sells apparel and accessories in addition to footwear, began working with RFID in 2008, continues to use
RFID in select stores. Levi Strauss & Co. continues to expand the number of franchise and company-owned
stores in Mexico that utilize RFID. In addition to these retailers, a growing number of specialty apparel retailers
have expressed interest in using RFID in their stores in 2010.

Moderately Priced Department Stores

Macy’s (operator of Bloomingdale’s) has been evaluating RFID for more than a year. It has completed an eval-
uation of RFID in the denim category. Results were recently published — and can be downloaded for free — by
visiting the website of the Information Technology Research Institute of the University of Arkansas. RFID is report-
ed to have increased inventory accuracy by 27 percent. Although the retailer has not yet announced its next steps,
based on the success of this initial trial one can only assume that it is positioning itself to use RFID much more
extensively.

Dillard’s began making bold strides with RFID in 2007 and 2008. Its CIO is known to be impressed with the
benefits RFID can deliver. Dillard’s co-chairs the Item-Level RFID Committee, sponsored jointly by the American
Apparel & Footwear Association (AAFA) and the Voluntary Inter-Industry Commerce Solutions association
(VICS). With the worst of the recession seemingly behind us, the Dillard’s RFID program is expected to be more
vigorous in 2010. At least one other North American department store chain is currently in the midst of an
item-level RFID trial. Hopefully its results will be shared publicly in early 2010.
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Apparel Segmentation Chart

SEGMENT DEFINITION REPRESENTATIVE COMPANIES

Vertically integrated chains Brooks Brothers, Ann Taylor,
Specialty Apparel Retailers that design, source and sell American Eagle Outfitters

clothes bearing their own labels

National and regional chains
Moderately Priced that sell branded and private Macy’s, Lord & Taylor, 
Department Stores label apparel, along with many Dillard’s, JCPenney

other types of merchandise

Luxury Department Stores National chains that sell Saks Fifth Avenue,
fashions of international acclaim Neiman Marcus, Holt Renfrew

Apparel companies that sell the
majority of their clothes through Claiborne, Polo, 

Apparel Brands the moderately priced department Jones Apparel Group, Nautica
stores, but also sell through

their own stores and websites

National and regional chains
Athletic Retailers that focus on athletic apparel, Foot Locker, Dick’s Sporting Goods

footwear and related merchandise

Companies that sell apparel Nike, Adidas, Puma,
Athletic Brands and footwear to the athletic Under Armour

retailers and the department stores

Discount Department Stores Big box retailers that sell Wal-Mart, Target
a wide range of merchandise

Editor’s Note: Please note that the companies listed in this chart are listed as examples
of a type of segment of the apparel marketplace (specialty retail, dept. stores, etc.) 
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Luxury Department Stores

With the exception of Bloomingdale’s, mentioned previously, these retailers have followed RFID for the past five
years with a sense of curiosity, if not urgency. They are aware of the positive results achieved by Mitsukoshi, a
prominent Japanese luxury department store, and now the Bloomingdale’s results, too.There is hope that 2010 will
be the year that more of these retailers break the ice and get started.

Apparel Brands

With the notable exception of companies such as Jones Apparel Group (owner of Nine West) and Levi
Strauss & Co., plus a very small number of branded vendors who have demonstrated genuine engagement, the
vast majority of branded apparel vendors have failed to learn about RFID and attend educational events and col-
laborative forums. In essence, they have decided to wait until the major department stores require them to do so.
The consequences of this questionable approach are discussed in greater detail in “Branded Vendors Are
Making a Mistake!” (see above).

Athletic Retailers

A small amount of outreach to these retailers occurred in the 2006-2007 period. Response was weak.
Technology firms wisely focused their energy on specialty retailers and department stores. Now that the number
of successful item-level deployments has expanded — including several in footwear, one of these retailers’ most
significant categories — it will be hard for these retailers to continue to ignore RFID. Trading partners such as Nike
and adidas may give them no choice.

Athletic Brands

Once these companies are required to tag items for their major department store accounts there will be strong
incentive for them to press Foot Locker and Dick’s Sporting Goods to get in the game too. Why? Because they will
reach a tipping point where it makes more sense to tag all of their merchandise than to maintain segregated pools
of inventory solely for RFID-enabled retailers. They are also likely to recognize the win-win aspect of retail RFID.
Certain benefits, such as the reduction of shrink, accrue not only to retailers but also to brands. The ability to use
RFID in their own stores will become more attractive to them, too.

Discount Department Stores

Inventory visibility, and the improvements in labor efficiency and product availability it drives, also has value to
companies whose stores have a low employee-to-customer ratio. Wal-Mart’s attendance and participation at the
recent RFID IN FASHION conference is a sign that it too thinks item-level RFID could be very helpful.

Apparel Research Study & Analysis
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Branded Vendors Are Making A Mistake!

Most branded apparel vendors who sell to department stores have paid little attention to RFID and are in
no hurry to get started. Instead they are waiting for the department stores to tell them they need to get
engaged. This is a dangerous strategy.  

Consider the retail landscape in five years or fewer. Think ahead to a time where most specialty retailers
are using RFID on all of their merchandise. Consumers will have plenty of reasons to spend more of their
time and money in those specialty stores and less in the department stores. Here’s why: The specialty
stores are more likely to have the customer’s size in stock, are more likely to have amenities such as
“smart” fitting rooms with interactive video screens that make the visit more interesting and productive,
and will also be using RFID to expedite checkout. Vendors who continue to run from RFID are shooting
themselves in the foot.  At risk is the long-term health of their primary channel to market.  
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Why hasn’t RFID exploded yet?

The worst recession in 50 years certainly slowed the momentum that was clearly building. However, a number
of other factors have delayed and continue to delay the broader adoption of RFID in retail apparel. Here are the
Top 10:
4Many of the most significant retail projects are not being reported publicly because these retailers view RFID as

a source of competitive advantage.
4People who have the ability to influence CEOs — such as retail directors or the Wall Street analysts who cover

these retailers — are unaware of RFID and its significance.
4Inadequate funds are being devoted to the business case analysis that retailers need if they are to expand their

trials with confidence.
4RFID continues to be portrayed as a technology initiative, leading many CEOs to reflexively direct all meeting

requests to their CIO, instead of increasing their own personal understanding of the opportunities.
4Information technology (IT) departments lack the time to stay abreast of new developments and lack the incen-

tive to add RFID to their list of projects.
4Item-level RFID is not well understood by many of the technology writers and retail technology analysts who

periodically write about it. (See “Retail Technology Analysts Aren’t Giving RFID A Fair Shake.”)
4Merchants and store operations professionals are not being educated by internal colleagues about the benefits

that RFID can deliver.
4CFOs are not yet aware that retail RFID deployments often pay for themselves in well under one year.
4Loss prevention professionals have yet to begin advocating internally for RFID because they fear that RFID

adoption might adversely impact their budgets and job security.
4Department stores have been slow to communicate to their branded vendors that they expect them to begin

learning about RFID and engaging in collaborative discussions.

Clear signs that adoption will grow

A number of developments during the past 12 months all point to broader adoption:
4Disposable paper RFID tickets are now being attached to items that retail in the United States for under $5.
4Certain retailers have been advised by their auditors that they will no longer be required to perform intensive

manual inventory counts if they instead use RFID to preserve inventory accuracy. This is a huge benefit.
4The major North American department stores seem more mindful of their common interest in generating the engage-

ment of the branded vendors and harmonizing any specifications or requirements regarding merchandise tagging.

Retail Technology Analysts Aren’t Giving RFID A Fair Shake

In August 2009, a study was released documenting the 27 percent increase in Inventory Accuracy
observed by Bloomingdale’s. The retailer was trialing the use of RFID tickets in the denim category in one
of its stores. Within days this was reported by relevant retail technology blogs and in the trade press. One
of the blogs posted a link to an online discussion board frequented by retail technology experts and
enthusiasts. The comments, while well intentioned, boiled down to this — these results are impressive,
this is all very interesting, but it’s a shame there is nothing in it for the consumer.

Nothing in it for the consumer? Really? Inventory accuracy enables better inventory management. That in
turn increases on-shelf availability, something all shoppers can appreciate. And once the retailer starts
using RFID to manage inventory, odds are it will gradually add other customer-friendly applications such
as smart checkout, smart fitting rooms or shelf-level product locating tools. Bloomingdale’s had every
reason to first focus on the foundational issue of accuracy before layering on additional applications.

Why is this important? Because even when RFID comes out shining it still gets knocked. This happens all
the time. Think about it. The retailer saw accuracy rise by 27 percent, not 5 percent. Why then the criti-
cism? I think this stems from an incomplete understanding of the maturity and utility of item-level RFID and
a failure to distinguish it from earlier carton-level initiatives. Regardless of the causes, it offers a window into
the self-sustaining cloud of unwarranted negativity that has to date slowed the pace of RFID adoption.



4Growing attention is being paid to source tagging. Several retailers are satisfied that the technology works and
now want to put themselves in position to flow tens of millions of pre-tagged garments through their distri-
bution centers.

4A small but growing number of international retailers are now source tagging all or most of their garments.
4There are reports that retailers are detecting fewer shipping errors on shipments from factories that now use

RFID for verifying outbound shipments.
4Certain branded vendors, such as Polo Ralph Lauren, are running pilots to confirm the value of RFID as a

brand authentication tool.
4There are reports of store associates and managers being fired because visibility generated by their company’s

RFID system revealed dishonest conduct or poor levels of execution.
4There is increasing use of “smart checkout”applications that speed checkout by allowing the associate to drop

the customer’s items on the counter and let the system ring the sale up automatically.
4The CEOs who do take the time to learn about RFID seem to be very aware of its commercial significance.

Implications for your company’s business

Very few companies have the luxury of wasting resources, either monetary or other. Item-level RFID makes too
much sense, for too many reasons.Very few companies in the apparel industry will not be touched by RFID in one
form or another in the next few years.

Specialty retailers should be concerned about competitors’ putting RFID to work in their stores and upstream
in their supply chain. Those competitors could conceivably steal market share, the same way specialty retailers as
a group appear poised to steal share from department stores. And those competitors will also be generating
tremendous efficiencies.

The mid-market department stores and their vendors need to quickly start hashing out the details of how they
are going to make tagging a reality in the department store channel. The thorny question of data sharing will like-
ly emerge in these discussions, because vendors may attempt to extract a price for their cooperation. But better to
tackle this issue head on than pretend it will go away. Senior executives need to quickly come to grips with the
consequences of further delay. Sending junior level managers to “keep tabs”on RFID is not going to cut it. Besides,
RFID is something to be embraced, not monitored like an asteroid. What might be needed is a meeting of the
minds at the CEO level, something akin to the way the CEOs of the most prominent supermarkets and grocery
manufacturers came together in the early 1970’s and paved the way for the introduction of the barcode.

Unlike the mid-market retailers, the luxury department stores have the ability to move forward without first
securing cooperation from their vendors. The price of their merchandise and the comparatively short shelf life of
high fashion items together create a tremendously strong business case. These retailers can and should forge
ahead and simply attach the tickets or labels in their own distribution centers. In the years to come, once the value
of RFID for brand authentication becomes more apparent it should become easier to get the luxury vendors on
board. But that process will take time. Waiting for that makes little sense.

Makers of athletic apparel and footwear will probably first be drawn into RFID discussions with their depart-
ment store accounts, but a knock on the door from either Foot Locker or Dick’s Sporting Goods might very well
be less than a year away.Vendors should already be thinking about how item-level RFID can generate efficiencies
within their own operating environments, including their company-owned stores.

It’s time to brief your CEO

Regardless of which type of business you are in, what should be abundantly clear is that your CEO needs to be
briefed on RFID. There can be no doubt that RFID is a legitimate CEO issue. It touches on so many aspects of the
business. Externally, it opens up the door to new opportunities with trading partners and has a bearing on the
commercial terms of existing arrangements. Internally, it requires commitment and leadership from the executive
suite and a healthy dose of cross-functional collaboration. Waiting for the right time to talk to your CEO about
RFID is probably the wrong move. That time has already come.

The days of thinking of RFID as a technology experiment are long gone. That’s so 2006. The technology works.
The benefits are real. RFID is ready. In fact it’s been ready for a while. And it’s not going away. That’s why smart
companies are including RFID in their 2010 plans. To them the thought of waiting until 2011 to get their feet wet
makes no sense at all. They want to put RFID to work. And who can blame them?
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