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INTRODUCTION 
 
The establishment of metrics for auditing warehouse performance and assessment of 
WMS potential as a basis for investment justification should be the first steps in any 
WMS project. Unfortunately, these activities are often given short shrift due to 
inadequate understanding of the process, time constraints, or, more significantly, a lack 
of appreciation for the critical role they play in setting the stage for a successful project 
– or, alternatively, deferring the initiative for want of an acceptable potential return. This 
article presents a comprehensive approach to WMS justification that has been 
successfully used in a wide variety of industries.   
 
FUNDAMENTALS 
 
Investment returns are typically separated into three categories: 
¾ Tangible – These are financially measurable and verifiable returns related 

directed to the investment. Tangible results are more readily accepted within the 
typical company. 

¾ Non-Tangible – Non-tangible returns are more difficult to quantify, yet intuitively 
evident as potential benefits of an investment in a WMS. 

¾ Customer Mandates – Industry standards or government or customer 
requirements may well drive a WMS implementation. For example, major 
retailers mandate supplier bar code label compliance, advance ship notices 
(ASNs), special pallet builds and a host of other order processing requirements 
that can be most effectively addressed by a contemporary WMS. If the 
company’s relationship with such customer(s) is critical to revenue and profits, 
the WMS decision may be a strategic and tactical “no brainer”. 

 
Direct versus Indirect Labor 
 
Companies seeking to justify implementation of a WMS often focus on the direct labor 
component of their operations. More often than not the ratio of indirect to direct staff at 
the warehouse is significant and the cost of the indirect component is undervalued. In 
evaluating business processes such as receiving and shipping, look beyond the person 
on the floor and “follow the paper trail”. A WMS significantly reduces the paper 
component of warehouse operations as well as the costs associated with data entry by 
clerical personnel. 
 
Best Practices 
 
WMS justification should be based upon streamlining operations by enabling the use of 
best practices; e.g., fewer material “touches”, minimized lift truck deadheading, etc. The 
question, of course, is “what is best practice?” While often intuitive (e.g., handle 
materials fewer times), a number of features within a WMS can support improved 
methods and operating procedures that may be foreign to a warehouse manager. 
“We’ve always done it that way” must be changed to “how can we do it better?”   
Copyright 2002  1 of 30 
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Warehouse reconfiguration and process reengineering based upon best practices 
should precede WMS selection and deployment. In order to optimize both warehouse 
infrastructure and processes, you must commit to learning more about best practices 
and how they can be applied to your operations. Further, you should become familiar 
with the functionality provided by contemporary WMS and how they can facilitate best 
practice adoption. Challenge current practices in order to maximize potential benefits.  
Vendors, consultants and industry organizations such as MHIA, WERC and CLM are a 
good source of best practice data and WMS capabilities. 
 
Keep in mind that the return on investment will be a function of the readiness of your 
organization to accept change. If, for example, your company has no prior WMS 
experience, the cultural impact of a new system may be more dramatic than it might be 
for those currently using a legacy WMS. Advanced WMS features such as task 
interleaving and assignment optimization that provide the greatest return may be 
available in the software, but you may want to consider delaying their introduction until 
the workforce has fully assimilated and embraced the features of the basic package. 
Such phasing will impact your ROI calculations by driving a portion of the return later 
into the payback period. 
 
Data Collection 
 
Development of a sound ROI package begins with good data. A solid appreciation of 
your current material and information flow and related transaction data is fundamental to 
the process. The WMS Justification Analysis Worksheet in the Appendix contains a 
sampling of the data elements to be examined. If your hunch is that productivity will be 
increased 25%, precisely where will the improvement be generated and what will the 
impact be on related costs? 
 
For example, as shown below, the typical paper-based receiving process consists of 
eight steps. 
 

CURRENT RECEIVING PROCESS 

Direct Labor Indirect Labor 
Unload pallet Print receiver and label 

Inspect pallet Update PO prior to arrival of goods 

Identify contents and check against PO Update PO, as required, and key enter 

Move to staging lane Update stock status via key entry 

 
Let’s hypothesize that the physical pallet receipt process requires five (5) minutes. 
Based upon examination of WMS best practices, incorporating the use of radio 
frequency (RF) terminals for paperless receiving, the process can be reduced to three 
(3) minutes. The comparison of time per task versus the best practice estimate results 
in a net labor savings of two (2) minutes per receiving task. If the company receives 600 
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pallets per day, the potential savings equate to 1200 minutes. This figure would then be 
divided by work time per day per operator (say 480 minutes for one shift). Dividing the 
potential savings (1200 minutes) by the latter (480 minutes) yields a potential savings in 
receiving of 2.5 personnel. At an average annual cost of $36,400 including benefits, this 
would translate to a $91,000 annual benefit – or, alternatively, would permit a 67% 
increase in pallets received with no additional labor. 
 
Analysis of all operational costs is fundamental to accurate portrayal of the WMS 
investment proposition. Remember that the total cost of labor (direct and indirect), 
facilities and equipment (including maintenance) can all be impacted by a properly 
configured and deployed WMS.  
 
Discrete Versus Estimated Savings 
 
In justifying WMS, many firms don’t have the data or best practice knowledge to 
determine savings through detailed or discrete analysis of warehouse operations, e.g., 
“I will reduce pallet receiving task time by two minutes”. As an alternative, estimates 
expressed as percentage reductions are used. “I will improve the receiving process, in 
aggregate by 40%, thereby reducing both the total direct and indirect labor content.”  
 
Similar to our previous example: 
¾ 600 pallets at five (5) minutes per pallet = 3,000 minutes 
¾ With savings of 40%, 3,000 minutes x .4 (40%) = 1,200 minutes savings 
¾ 1,200 minutes ÷ 480 minutes/receiver per day = 2.5 receivers saved. 

 
Another option is to develop the preliminary justification using a reduction in warehouse 
costs as a percentage of sales. For example, let’s say that warehouse labor costs are 
2% of sales. With improved processes and a properly deployed WMS, we should be 
able to project a 20% reduction in labor costs, cutting them to 1.6% of sales and saving 
$4000 per $1 million of revenue  - - a substantial number for most companies. 
 
A good starting point for your preliminary ROI might be with percentage estimates. As 
your case evolves, the elements of the assessment that appear to hold the most 
potential should be broken out and evaluated discretely. This rough estimate approach 
is also useful for establishing the preliminary budget; in other words, determination of 
the WMS price that the potential return would be likely to support. 
 
Labor Reduction Versus Avoidance 
 
WMS justification is often based upon “headcount” reduction. Depending upon a 
company’s treatment of its workforce, productivity improvement potential can also be 
positioned as a cost avoidance opportunity; i.e., “We’ll be able to handle the projected 
increase in sales with the same warehouse workforce”.   
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Typically, WMS users see gains occur gradually after “Go-Live” and increasing rapidly 
after the second or third month. Normal attrition or workforce redeployment during this 
period may permit reductions without the need for layoffs. 
 
Annual Versus Recurring Savings 
 
The benefits realized from a WMS may be in the form of one-time or recurring savings.  
“One-time” implies that the WMS will eliminate the cost upon deployment with no further 
savings. For example, inventory carrying cost savings achieved in the first year through 
the elimination of safety stocks is a one-time event. Recurring savings imply that the 
benefit will be realized throughout the life of the system; e.g., labor savings. When 
developing an ROI, each benefit should be designated as annual or recurring. 
 
ROI Methods 
 
ROI analysis should use the model(s) normally followed by the firm. Two approaches 
are shown below. 
¾ Payback Method – Assessment of the length of time it will take for WMS savings 

to pay for the WMS investment. Historically, WMS investments have been paid 
back in 6 to 30 months depending upon the performance characteristics of the 
operation pre-WMS. A drawback of the payback approach, of course, is that it 
does not recognize the time value of money.   

¾ Net Present Value (NPV) Method – This model looks at the value of the return 
over a specified period calculated in terms of present dollar value. As shown 
below, if you anticipate spending $500,000 for a WMS solution with projected net 
savings of $200,000 for each of five years, the total pre-tax savings (calculated 
by discounting their value by a cost of capital of 15%) is $670,440 or $170,440 
more than the initial outlay – for most companies, a very attractive investment. 

 

NET PRESENT VALUE CALCULATION 
Year Annual Savings NPV1 

Year 1 $200,000 $173,920 

Year 2 $200,000 $151,220 

Year 3 $200,000 $131,500 

Year 4 $200,000 $114,360 

Year 5 $200,000 $99,440 

TOTAL $1,000,000 $670,440 
1Future Value =Projected Savings / (1 + interest rate)n where n is the year in which savings occur 

 
IDENTIFYING OPPORTUNITIES FOR SAVINGS 
 
Savings from a WMS implementation can be generally found in one of eight categories. 
Clearly, there is significant linkage or interdependence between the categories. For 
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example, if lift truck driver count is reduced by four, there may also be a reduction in the 
number of lift trucks required. Look for the linkages. 
 
1. Labor Reduction/Avoidance Related Benefits 

 
This category is typically the primary driver of ROI. Establishment of labor savings 
requires a thorough review and match of each current warehouse process against 
the projected time/cost of process execution with the WMS and adoption of best 
practices. A sampling of labor cost reduction opportunities is shown below. 
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Process Best Practice/Benefit Savings Metric 
Pre-Receiving - Online download and 

update of POs/ASNs 
- Eliminates data entry 

- # hours/cost for indirect labor 

Receiving - Streamlined paperless 
receipt/inspection of 
goods via RF terminal. 

- Reduced receiving/ 
labeling time 

- # hours/cost for direct/indirect 
labor 

Inspection - WMS directed inspection 
and system-wide holds 

- Streamline receipts, 
eliminate paper holds 
and ticket generation 

- # hours/cost for direct/indirect 
labor 

- Reduced cost of supplies 
(paper, etc.) 

Directed Putaway - WMS automatically 
selects and assigns 
storage location 

- Minimizes dead heading 

- # hours/cost for direct/indirect 
labor 

Cross Docking - WMS automatically 
allocates stock and 
cross docks 

- Eliminate significant 
labor in handling and 
storage and cost of 
storage 

- # hours/costs for direct/indirect 
labor 

- Storage space usage costs 

Wave Generation/Shipment 
Planning 

- WMS organizes picks in 
optimal sequence, builds 
truckloads 

- Reduce indirect labor for 
printing and sortation of 
orders, and truck load 
building 

- # hours/costs for indirect labor 
- Reduced cost of supplies 

Pick Preparation - WMS drives printing of 
shipment sets in optimal 
pick path, by type, etc. 

- Reduces indirect labor 
for paper handling. 

- # hours/costs for indirect labor 
- Reduced cost of supplies 

Picking - WMS assigns picks via 
RF d i i

- # hours/costs for indirect labor 
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Process Best Practice/Benefit Savings Metric 
RF and optimizes 
assignment by method, 
batch, cluster, etc. 

- Reduces picking time 

- Reduced cost of supplies 

Pick Confirmation - Confirm SKU/location 
during replenishment 
and picking 

- Eliminate pick errors 

- # hours/costs for indirect labor 
- Reduced cost of supplies 
- Minimizes freight costs 

Packing/Cartonization - WMS selects correct 
carton size based on 
order content 

- Reduces shipping carton 
costs through higher 
utilization, minimizes 
packing costs 

- # hours/costs for direct labor 
- Reduced carton costs 

Manifesting - In-line or manual ‘scan 
and go’ of ship labels 
with integrated carrier 
label generation 

- Reduces time for 
shipment preparation 

- # hours/costs for indirect labor 
- Reduced cost of supplies 
- Reduced parcel freight costs 

Shipping Document 
Preparation 

- Online generation of “as 
shipped” truck, parcels, 
etc. 

- Reduces indirect labor 
for document 
preparation 

- # hours/costs for indirect labor 
- Reduced cost of supplies 

Returns - Online disposition 
determination  

- Reduces direct/indirect 
labor 

- # hours/costs for indirect labor 
- Reduced cost of supplies 

Cycle Count/Physical 
Inventory 

- WMS-directed anomaly-
triggered and scheduled 
cycle counting 

- Eliminates periodic 
physical inventory 

- # hours/costs for indirect labor 
- Reduced cost of supplies 
- Physical inventory costs 

 
Also, take a look at the value of the WMS to outside operations. For example, a 
wholesaler with a central distribution facility “feeding” smaller regional warehouses 
can cut labor costs at the regional facilities by creating accurate ASNs for shipments 
to them. 

 
2. Equipment Related Savings 
 

Taking labor out of an activity often results in the reduction or elimination of 
associated equipment. Equipment savings may include: 
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Benefit Description/Logic Savings Metric 

Elimination of Excess or 
Obsolete Equipment 

- Remove the 
operator….remove 
equipment 

- Eliminate leases/rental 
charges 

- Annual lease/rental cost 

Eliminate Maintenance Costs 
for Excess or Obsolete 
Equipment 

- Less equipment = reduced 
maintenance, parts and/or 
labor 

- Annual maintenance cost for 
labor and parts 

Reduced Cost for Existing 
Equipment 

- Higher utilization rate 
leading to lower per hour 
cost 

- Reduced per user cost 

- Annual maintenance cost for 
labor and parts 

 
3. Space Related Savings 

 
A WMS should improve space use through better inventory deployment and 
consolidation based upon advanced cube utilization algorithms. The resultant 
savings may occur in several areas: 
 

Benefit Description/Logic Savings Metric 
Eliminate Existing Overflow 
Space 

- More efficient storage 
based on WMS storage 
optimization logic 

- Lease/rental costs 
- Utilities, etc. 

Reduced Transportation Costs 
with Elimination of Overflow 
Space 

- No shuttling product to/from 
overflow facility 

- Transportation costs 

New Construction Avoidance - Better utilization reduces 
requirement for new space 

- Lease/rental costs 
- Utilities, etc. 

 
4. Inventory Savings 

 
Historically, firms have found that the deployment of WMS leads to significantly 
improved SKU by location, quantity, and lot accuracy as well as reduced safety 
stocks. Other inventory related benefits have also been realized as shown below. 
 

Area of Savings Description/Logic Savings Metric 
Reduction of Safety Stock  - Eliminate extra stock, 

increase turns 
- Improve cash use 

- Annual carrying costs 

Reduction of Loss/Shrinkage - Tighter inventory control 
by location 

- Product write-off cost 

Reduced Shelf Life Losses 
Due to Expiration Issues 

- Tighter inventory control 
by lot 

- Product write-off cost 
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Reduced Product Damage, 
Scrap & Rework 

- Minimized handling - Product write-off cost 

Reduced Returns - Shipping the right products 
at the right time 

- Product write-off cost 

 
Reduction of inventory carrying costs can be a major ROI contributor. Consider a 
warehouse with SKU to location accuracy of 80% and $100 million in inventory 
including $10 million in safety stock. A WMS can reduce (if not eliminate) the safety 
stock requirement through improved accuracy. Let’s assume a post-implementation 
accuracy level of 95% (a solid WMS generally provides 99.5% or better) and a 
corresponding reduction in safety stock to roughly $2 million. This $8 million 
reduction in inventory multiplied by a 15% to 20% cost of carrying that inventory 
translates to $1.2 to 1.6 million in one-time savings. 
 

5. Transportation Related Savings 
 
A significant area of return with WMS can be found in transportation cost reduction. 
For example, because of warehouse inefficiencies, many firms incur expedited 
transportation charges in order to meet customer delivery commitments. 
 

Area of Savings Description/Logic Savings Metric 
Fewer Expedited Shipments - Improved order planning 

and scheduling with WMS 
- Premium freight costs  

Elimination of Picking & 
Shipping Errors &  related 
additional Transportation 
Costs 

- Improved pick/ship 
accuracy through 
scanning, confirmation, 
etc. 

- Eliminate return shipment 
charges 

- Return shipment charges 
- Product write-off. 

 
6. Information Systems Related Savings 

 
In assessing potential savings from a new WMS, the cost of the system being 
replaced must be considered. Typically, legacy WMS or homegrown, host-based 
systems are expensive to maintain and upgrade. Use of newer packaged solutions 
will eliminate the heavy annual investment in development and/or system 
administration necessary for legacy systems. There is one caveat that should be 
reflected in the WMS cost equation. Deployment of a WMS will also require one or 
more system administrators. Generally, however, when viewed against the backdrop 
of total IT administration costs, a WMS should provide overall lower costs. 

 

Area of Savings Description/Logic Savings Metric 
Reduced Legacy Support - Less IT support given 

efficient operation of WMS 
- Personnel costs 

Reduced Enhancement and 
Upgrade Costs 

- Greater functionality in the 
WMS package 

- Development costs 
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Eliminate Legacy 
Equipment/Software 

- Eliminate legacy hardware 
and software 

- Lease & support costs 

 
7. Employee Related Savings 
 

Positioned as a productivity tool, given a well-managed training program, a WMS 
can generate substantial goodwill within the labor force and improve employee 
retention. 
 

Area of Savings Description/Logic Savings Metric 
Improved Morale & Reduced 
Turnover 

- Higher operational 
efficiency due to better 
attendance and individual 
performance 

- Reduced temporary labor 

- Workforce turnover 
- Personnel hiring costs 

Reduced Supervision - WMS directs high 
percentage of activities 

- Lower direct supervision 

- Supervisory costs 

Reduced Training  - Less turnover due to 
desire to work with system 

- Lower training costs 

- Cost to retrain staff 

Reduced Accidents - Elimination of stock search 
tasks 

- Reduced travel  distances 
- Lower accident rate 

- Accidents & related costs  

 
8. Customer Service Related Savings 

 
While perhaps difficult to quantify, lost sales or customer goodwill due to inefficient 
warehousing operations has an economic effect. Nonetheless, every effort should be 
made to quantify these costs. Ask sales or marketing for help. 

 

Area of Savings Description/Logic Savings Metric 
Increased Sales - Faster order processing and 

data availability 
- Improved client 

relationships based upon 
better order inquiry 
response, turnaround, etc. 

- Incremental sales 

On-Time Delivery 
 
 

- Improved order processing 
based on required delivery 
date 

- Minimize missed dates, 
lower returns 

- Expediting costs 
- Cost for returns processing 

Customer Satisfaction and 
Improved Service 

- Access to WMS data for 
CRM purposes 

- Incremental sales 
- Customer service costs 
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- Faster inquiries with 
meaningful data 

Reduced Penalties - Fewer charge backs from 
vendors 

- Better compliance 

- Vendor/client charge backs 
costs for compliance, on time 
delivery 

 
DEVELOPMENT OF THE ROI PACKAGE 
 
Firms looking to implement a WMS should develop the justification before developing a 
Request For Proposal (RFP) or “going to market”. Make sure that the potential for solid 
return is there before going to the expense of launching a time and labor-intensive 
procurement initiative. 
 
The following are eight steps for building the ROI package: 
 
1. Identify Areas of Opportunity 
 

As suggested earlier, WMS benefits can be derived from a broad range of 
operational activities and costs. Start by mapping each of the functional components 
of your operations; e.g., receiving, putaway, picking, value-added processing, 
picking, shipping, etc. Using current performance metrics, identify warehouse issues 
by functional area. Then, look at material and data flow in each area to identify 
opportunities for improvement including relayout, process changes, material 
handling equipment modifications or additions, deployment of scanners or other data 
collection hardware and, of course, WMS deployment.  
 
Further, opportunity analysis should not be limited to the four walls of your 
warehouse. Examination of your customer service and supplier relationships is also 
recommended. What costs do you incur in receiving as a result of supplier practices 
that might be improved or streamlined? Are you compliant with customer shipment 
labeling requirements? If not, what are the cost implications? And so on. 

 
2. Collect Your Data 
 

The next step is to collect fixed, variable and transaction-based cost data on 
warehouse operations. Transaction data profiles task frequency and duration; in 
other words, how many times a given task is performed in a defined time period. The 
next step is to determine the amount of labor expended to execute each type of task. 
Dividing total labor costs (hours x rate) by the number of times a task is performed in 
the defined time period yields labor cost per task. Aggregated cost data should foot 
with total warehouse payroll. A worksheet is provided with this paper. 
 

3. Define Benchmarks for Performance Measurement 
 

Typically, benefits are measured in dollars. To get at the dollars, specific operational 
benchmarks or Key Performance Indicators (KPIs) are critical to establishment and 
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characterization of project potential as well as to measuring success once the 
system is operational. A recommended approach is to combine financial analysis 
with the documentation of KPIs expressed as operational goals. Some examples are 
shown below: 

 
ORDER FULFILLMENT MEASURES 

11

Order Fulfillment Measures

MEASURE CALCULATION TODAY FUTURE VALUE

On-Time Delivery Orders On-Time   
Total Orders Shipped

Actual Ship Date Minus
Customer Order Date

Orders Filled Complete
Total Orders Shipped

Perfect Deliveries  
Total Orders Shipped

Error-Free Lines  
Total Lines Shipped

Error-Free Orders   
Total Orders Shipped

Order Fill Rate

Order Accuracy

Line Accuracy

Order Cycle Time

Perfect Order 
Completion

% %

% %

% %

% %

Hrs Hrs

% %

$

$

$

$

$

$

 
 

INVENTORY MEASURES 

22

Inventory Measures

MEASURE CALCULATION TODAY FUTURE VALUE

Inventory Accuracy Actual Qty per SKU 
System Reported Qty

Total Dock to Stock Hrs
Total Receipts

Total Damage $$$     
Inventory Value (Cost)

Receipt Entry Time -
Physical Receipt Time

Avg. Occupied Sq. Ft. 
Total Storage Capacity

Avg. Month Inventory $
Avg. Daily Sales/Month

Damaged Inventory

Days On Hand

Storage Utilization

Dock to Stock Time

Inventory Visibility

% %

% %

Days Days

% %

Hrs Hrs

Hrs Hrs

$

$

$

$

$

$
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WAREHOUSE OPERATIONS PRODUCTIVITY MEASURES 

MEASURE CALCULATION TODAY FUTURE VALUE

Orders per Hour Orders Picked/Packed
Total Whse Labor Hrs

Total Warehouse Cost
Total Orders Shipped

Lines per Hour

Items per Hour

Cost per Order

Cost as % of Sales

Ord/Hr

$/Order

% %

$

$

$

$

$

Ord/Hr

Lines/Hr

Items/HrItems/Hr

Lines/HrLines Picked/Packed
Total Whse Labor Hrs

Items Picked/Packed
Total Whse Labor Hrs

Total Warehouse Cost
Total Orders Shipped

$/Order

 
 
4. Learn More About WMS Capabilities 
 

We’ve established, at an intuitive level, that WMS reduces labor costs, improves 
space utilization, etc. The devil is in the details: “By how much?” A thorough 
understanding of how a WMS works, how it supports optimized practices and how 
those practices “fit” within your environment must be established. 
 
Vendors and consultants are quick to quote potential savings of 20-40% in labor 
utilization, 30% in inventory costs, etc. Even if your financial team can accept these 
figures, your work is not done. An activity-by-activity discrete analysis will not only 
tighten your ROI proposition, it will also enable you to establish the downstream 
performance targets against which the success of the program can be measured. 
(See paragraph 3, above). Expected levels of performance improvement can be 
fine-tuned by working with vendors and knowledgeable consultants. Other WMS 
users may also be an excellent source of savings data; however, be wary of 
approaching them without answers to the following questions: 
 
¾ Is the user in a similar industry and do they have similar processes? 
¾ What was their pre-WMS baseline in terms of labor efficiency, inventory 

accuracy, etc.? 
¾ Will they share financial data and is it relevant to your operations?  

 
Case studies are available from many WMS suppliers and trade sources including 
the Material Handling Industry of America’s Logistics Execution Systems Association 
(LESA) at www.mhia.org. 
 

5. Estimate the Savings 
 

The next activity is to create your savings estimate. This should be comprehensive, 
conservative and defensible. Many first time project teams have a tendency to 
overestimate the savings. Similarly, the payback period, specifically when it begins, 
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is often understated. Realize that WMS benefits are highly time dependent.  Vendor 
or internal project team problems, training and cultural issues may not only delay 
start-up, but also impact payback timing. A basic recommendation is to add two to 
four months beyond scheduled start-up as the point at which benefits will begin to 
accrue. 
 
¾ Build a realistic implementation schedule with a lagging payback start date. 
¾ Cover potential budget changes in WMS and project costs with a contingency 

amount of 10% to 15%. 
¾ Show the payback over a 5-year period, a reasonable expectation for the life of 

the WMS.   
¾ Minimize negative transition issues through training and well-documented 

operations manuals. Consider web-based training programs. 
¾ Control “scope creep”. WMS payback is directly tied to cost. If the situation 

permits, the best recommendation is to install a “base package”, then modify it on 
an “as needed and fully justified” basis after initial deployment. 
 

6. Determine the Cost of WMS 
 

Justification analysis requires WMS cost data. The obvious source is WMS solution 
vendors or experienced consultants with a representative cost database. However, 
before contacting suppliers, establishing the type and level of WMS system required 
for your company is essential. Not all WMS are the same. Today’s WMS buyer is 
faced with myriad choices: 
¾ WMS modules as a component of a total ERP solution. JD Edwards, Oracle, 

SAP and others each have some level of WMS capability. 
¾ Distributed or standalone WMS solutions with varying levels of functionality. 

� WMS solutions with advanced functionally as part of a total supply 
chain execution “suite” (including TMS, LMS, AOM, and SCV). 

� WMS solutions with basic functionality. 
� Advanced data collection solutions with “WMS-like” functionality. 

 
Complicating the WMS selection challenge are technology issues including platform, 
database, middleware, etc. These issues impact total solution cost and must be 
considered during alternative analysis.  
 
Representation of the total WMS solution cost over the target payback period is also 
critical. WMS pricing ranges from under $100,000 to well over $500,000. WMS 
‘vendor-side’ costs, however, are only a piece of the cost equation. Typically, firms 
will spend 1-3 times the WMS price on costs for internal resources and/or those of a 
third party integrator (3PI). 
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Estimate your potential savings and then focus on those vendors with the price point 
and technology orientation that meets your requirements. 

 
7. Calculate the ROI 
 

Calculation of return on a WMS investment requires articulation of: 
¾ The total price of the solution including internal and external costs. 
¾ First year savings. 
¾ Recurring savings for target payback period.  
¾ The required rate of return based upon internal standards for financial 

analysis; e.g., simple payback, NPV, etc. 
 
This analysis should be undertaken as soon as the opportunity has been identified 
and subsequently refined and recalculated upon package selection using the 
vendor’s final costs. 

 
8. Payback Audit 
 

An often-overlooked, yet critical step in justification is the post-implementation audit. 
How did we do against our financial analysis and performance targets (KPIs)? As 
the project moves forward, all costs should be captured, internal as well as external, 
and the analysis rerun on a regular basis (6, 12, 18, 24 months). 

 
SUMMARY 
 
Some final thoughts; 
¾ Do not initiate vendor selection before substantiating project viability by carefully 

establishing performance improvement goals (KPIs), assessing potential ROI 
and obtaining preliminary management approval. You will waste company time 
and money as well as that of prospective suppliers.   

¾ Recognize and advise prospective suppliers that final project approval will 
depend upon the relationship between the costs initially projected in the ROI 
package and those negotiated with the selected supplier. Minimize the risk of an 
11th hour rejection by approaching the justification process with conservative 
rigor.  

¾ Audit post-implementation WMS performance on a regular basis and publish the 
results. 
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Representative WMS 
Opportunity Assessment 

Worksheets 
 

Originally Developed by 
 

Michael C. Dempsey 
 

TrenStar, Inc. 
6400 S. Fiddlers Green Circle 

Englewood, CO  80111 
303-220-4755
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WMS Justification Worksheet 
COST SAVINGS SUMMARY 
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WMS Justification Worksheet 
DETAILED ANALYSIS 
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WMS Justification Worksheet 
OPERATING COST DATA 
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WMS Justification Worksheet 
FACILITY AND EQUIPMENT DATA 
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WMS Justification Worksheet 
TRANSACTION DATA 
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WMS Justification Worksheet 
WORK LOAD PHASING BY WORK PERIOD 
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WMS Justification Worksheet 
TOTAL WMS SYSTEM COSTS 
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ABOUT ESYNC 
 

ESYNC is a systems integration and consulting services company dedicated to delivering supply chain 

solutions that work. ESYNC specializes in both operations optimization and software deployment. Our 

service offerings include facility engineering, material handling system design, software selection and 

the implementation of supply chain execution software solutions for warehousing, labor, transportation, 

supply chain visibility and event management. 

 

ESYNC offers a unique value proposition emphasizing the rapid deployment of projects through the 

utilization of seasoned, hands-on professionals, value-based pricing and an unsurpassed track record 

of success. We serve companies across a broad spectrum of horizontal and vertical markets. A list of 

our clients can be found on our website, www.esync.com.  

 

For questions on this white paper or our professional services, please contact us. 
 

 
 
 
 
 
 
 

 
John M. Hill, Principal 
831.722.9806 
john.hill@esync.com 
 
  

 ESYNC 
 3232 Central Park West Drive 
 Suite A 
 Toledo, OH  43617-3011 
  
 Office: 419.842.2210 x.22 
 Fax: 419.842.8609 
 
  
 www.esync.com 
 info@esync.com 
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