Traceability
ROI
Evaluating the costs and benefits of
implementing a traceability system

Purpose
•

Traceability is a big
investment for seafood
companies, with many
factors to consider

•

Future of Fish seeks to
provide an objective returnon-investment analysis to
guide the decision making of
seafood companies when
considering electronic
traceability

•

Our analysis focuses on
three core facets of ROI

True Costs & Benefits
•
In addition to equipment and
wages, what are the true costs
faced by those who opt-in to full
traceability?
•
What additional benefits can be
realized (e.g. through full-chain
Cash Flow
traceability)?
•
For those who opt in to
traceability, when will there be
cash flow issues?
•
What types of organizations can
expect what types of cash
impacts?
Payback
Period
•
How quickly, if at all, will
investment in traceability pay for
itself?
•
Which factors drive the ROI profile?

Method
•

Our analysis considers a comprehensive
range of costs and benefits to your
organization, to highlight the “true
costs” and benefits that may be less
intuitive

•

A worksheet is provided to estimate the
impact of each cost and benefit
category – factors can be omitted where
they do not apply

•

The model considers focuses on the
bottom line (e.g. does not consider staff
reallocation to be a cost, but will assess
net increase or reduction in FTE)

We conducted primary research
across 9 traceability
implementations with 31
processors, wholesalers, retailers
and traceability vendors, and
have iterated this model through
feedback from seafood
companies and traceability
vendors.
You can read more about our
traceability case study research
on our website futureoffish.org

Cost Framework
Category

Factor

Hardware

•
•
•
•
•
•

Servers
Network Devices
Terminals
Scales
Scanners
Renovations to accommodate the above

Software

•
•

Activation Fees
License Fees

Contractors

•
•
•
•

Implementation
Full Chain Integration
Training
Support & Maintenance (IT)

Trade

•

Supplier premiums
(i.e. higher cost incurred from new suppliers, if your current can’t meet
requirements)

Staffing

•

New hires
(e.g. data analysis, marketing)

Benefit Framework
Category

Factor

Efficiency &
Quality

•
•

Pricing

•
•
•

Reduced product waste
(i.e. from faster inventory turns and reduced shrink, reduced spoilage and lost
product)
Reduced packaging waste
(lost, damaged product can be tracked, and root cause addressed)
Optimization (e.g. more accurate cost-based pricing, more responsive
tomdemand, etc.)
Certification premiums (if traceability will help you achieve certification)
Story premium (if your supply chain will convey traceability data to highpaying consumers)

Trade

•
•
•

Reduced credits (e.g. from more accurate weights)
Reduced insurance premiums (e.g. for verifiable origin)
Increase profits from new sales (i.e. new market share)

Staffing

•

Headcount reduction – Data
(e.g. data gathering, processing, reporting activities, including audit and
compliance reports)
Headcount reduction – Operations
(e.g. by identifying and reducing idle labor)

•

Guide
1. Review the ROI Factors, to familiarize yourself with the types of data you will
need to gather and prepare for input (e.g. percent of product waste today vs.
future state)

Guide
2. Complete the ROI Worksheet on the second tab, leaving any non-applicable
items blank

Guide
3. Review the ROI Model, which will indicate payback period and IRR

Interpreting the Results
•

Look for your top drivers of ROI, and focus on these items
(e.g. an organization with significant spoilage and shrink today should
focus on these benefits vs. an consumer-facing organization with
concerned customers may focus on story premiums)

•

Work with your traceability vendor (or candidate vendors) to realize
these core ROI drivers, and mitigate excessive cost

•

Set realistic expectations – traceability systems will deliver benefits
when the organization embraces the system and new business
practices

Additional Factors not Considered
These additional factors have not been modeled due to difficulty quantifying their
impact:
•

Mitigation of major risk events
Full chain traceability protects your organization and its supply chain against
major reputational damage during exposés or fraud cases

•

Staffing reallocation to value-added activities
While redeploying staff to value-added functions does not avoid their salary
cost, it can yield benefits, for example by analyzing/solving the root cause of
operational problems, or building stronger customer relationships

•

Transparency discount
Some seafood companies fear traceability will strengthen their buyer’s position
in price negotiations, however in our research, compromising data was typically
not shared unless buyers and supplier were already in a pre-committed costplus program

Assumptions & Generalizations
•

For simplicity, reporting has been annualized, and does not show the monthto-month impact of costs and benefits

•

Benefits are assumed to occur starting in the second year of operation,
once new business processes and practices have been established – payback
period may lack precision as a result (e.g. immediate benefits not reflected)

•

Per-product ROI has not been considered – product volume and price
averages will need to be used

•

All percentages are calculated against total product sales
(e.g. 1% waste reduction means 1% of total product sourced is no longer
wasted)

Caveats
•

This model should be taken as a guide only

•

Each organizations will have different types of data readily available – you
may find it easier to incorporate the identified costs and benefits into your
own ROI assessment - we have incorporated a “ROI Factors” inventory for
this reason, along with sample calculations

•

This model assumes the candidate organization has limited digital record
keeping today – benefits identified may be less additive if the organization
already has an Enterprise Resource Planning (ERP) system in place

Thank you

FutureofFish.org

