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Be it a retailer with physical outlets or the
ones running online operations, a common
denominator when doing business is receiving
product returns. That said, the severity

of these returns could vary significantly
depending on the sales channel.

On average, while physical retail withesses
about 5% of products sold being returned,
this number jumps to 15% in e-commerce.
For online retailers in the apparel and
electronic industry, returns are particularly
high, during peak seasons.
While the retail market has driven
businesses to look at returns experiences
as a competitive advantage, managing this
increasing volume of returns effectively
remains a challenge — heavily straining
resources and processes.
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Besides additional freight mileage, handling
costs, and increased days of carrying
inventory, return logistics also exposes the
products to damage and fraud. A percentage
of returns might be fake, and there are cases
like wardrobing, where a buyer uses an item
quickly and returns it, creating extra costs
for your business. In the U.S. alone,

, accounting for about 15% of the
projected $685 billion in returns for that year.

These losses are felt in reduced wages

for warehouse teams, lost shelf space

for new goods, and damaged brand reputation
because of slow or complicated return
processes. However, by improving returns
handling, retailers and e-commerce companies
can look to steer returns away from being

a cost sink. This white paper explains what

it takes to build a successful returns process
and why urgent action can help protect hard-
earned profit margins.


https://www.icsc.com/news-and-views/icsc-exchange/brick-and-mortar-shopping-drives-lower-return-rate-than-online-shopping
https://www.retaildive.com/news/retailers-lost-billions-fraudulent-returns-2024/736393/
https://www.retaildive.com/news/retailers-lost-billions-fraudulent-returns-2024/736393/
https://www.retaildive.com/news/retailers-lost-billions-fraudulent-returns-2024/736393/

Hidden Impact of Returns on
the Profitability of Your Business

While the idea of ‘free, no-questions-asked
returns’ could have led consumers to look
at product returns as an easy endeavor,

it is anything but that from the perspective
of the retail business. Managing returns

is expensive. To run a successful returns
process, the business will need to pay

for freight, invest in extra inspections,

and integrate technology in its workflows
to ensure tight operations.

Eventually, everything boils down to the
impact of returns on business profitability.
For a long time, the extent of the returns
problem was hard to measure and, thus,
hard to rectify.

Returns Gradually Inflate Operational Costs

Returns create extra handling demands

at every node in the supply chain. When

a product gets returned, inspectors must
open packages, sort goods, and decide
whether items should be restocked, repaired,
or discarded. The extra labor pushes up
payroll costs, besides the added logistics
costs of getting these returns to the
processing facility. Fuel costs, maintenance,
and repairs often go unnoticed.
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Some returned products are never sold

at full price again. For instance, technology
products such as smartphones or televisions
lose value quickly. A mobile phone returned
after a few weeks might have scratches,
missing packaging, or data that needs wiping.
Clothing brands deal with returns that might
be stained or stretched, which lowers resale
value. Even if the item is still in good shape,
there are instances (such as the end-of-the-
season sales) when you may want to mark

it down to attract quick buyers.




Poor Return Experiences

Hurt Brand Reputation

Out-of-control returns also impact the
efficiency of the process. For example, if your
online retail business has the capacity to
manage 1,000 returns per day and suddenly
receives 2,000, the efficiency of the reverse
supply chain process is impacted. But that is
not all. Your customers will notice, which can
affect their experience and consequently hurt
the brand’s reputation. Poorly designed return
policies lead to higher volumes of customer
inquiries and complaints, which in turn,
negatively impact your customer experience.

For example, a buyer who waits weeks

to get a refund might share a negative story
on social media. In the age of social media,
a negative testimonial can snowball, hurting
brand reputation.

a poor return experience might
stop purchasing from that store. Negative
feedback can push potential buyers away,
leading to lost future sales.

Fraudulent Returns Eat Away at Margins

Fraudulent returns are a menace because
they cause significant losses. Some buyers
return fake products or switch new items
with old ones, hoping the online retailer will
not notice. Others exploit loopholes in return
policies where customers exploit lenient
policies to make small fraud attempts.

The problem with fraudulent returns is that
they can kick off a vicious cycle of losses.

Processing these returns costs money.

Poor return tracking can result in lost or
mishandled products, leading to revenue
leakage, if your team misses one item and
refunds the money, it is another loss. Worse,
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if the product is returned to rotation and
reaches another customer, it is another loss.

If a is not identified and slips
through, one downstream stakeholder is
guaranteed to have a negative impact, be it
an unwary customer or the retail business.

As these costs accumulate, profit disappears.
Companies may try to offset losses by raising
prices on new items, which can scare away
loyal buyers. Returns remain stuck in a cycle of
hidden spending and reduced profit. The next
part explains why older methods of managing
returns often fail to fix these problems.


https://www.helpscout.com/75-customer-service-facts-quotes-statistics/
https://www.helpscout.com/75-customer-service-facts-quotes-statistics/
https://www.reverselogix.com/solutions/return-fraud-prevention/

Why is Traditional Return
Management Not an Option?

The current landscape of the commerce industry is more competitive than ever, and customer
demands are much more nuanced. The traditional returns management process cannot handle

it for the following reasons:

Manual Processing is Slow and Costly

The traditional process is mostly manual.
While this may be okay for a small or boutique
business with minimal returns, it can create
significant and consequential bottlenecks

for sizably larger businesses, slowing

down the entire supply chain. Retailers and
e-commerce companies that use this method
often rely on paper forms and human labor

to process returned goods.

Imagine this: Your returns management team
is processing thousands of returns, but they
must receive each package, open it, verify
the content, and decide what to do next. It is
easy to see why the process can be slow and
painful for customers. If you decide to invest
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in more labor, that is okay. Still, extra labor
means extra wages, and the chance

of errors creeping in during the inspection
and sorting stages is significantly higher than
in

Because the traditional system of managing
returns is manual, lapses in judgment are not
identified immediately and could impact the
decision-making process. This could be as
innocuous as a wrong split-second decision
about a product’s condition or miss tallying
return SKUs with existing inventory before
notifying procurement. Mistakes in data entry,
refund calculations, or product inspections
can lead to financial losses.


https://www.reverselogix.com/solutions/automate-returns/

Sustainability Challenges in Returns

Customers are more conscious of the

than ever. However, using the
traditional method of handling returns to curb
waste can be daunting for several reasons.
For example, many returned items end up in
landfills because the products are damaged
beyond repair or because it costs too much
to restock certain products. There is also
the emissions problem, in which reverse
logistics operations play a significant role,
often involving multiple transit points (from
customer to warehouse, refurbishment
centers, or disposal sites), increasing fuel
consumption, and increasing your brand’s
carbon footprint.

The problem begins before the returns
are made. Finding a solution would mean
leveraging tools like

to find the root of the returns
and take relevant action to ensure they are
minimal or non-existent. However, this can
take months or even years without the right
tools, which is the problem with traditional
returns management.

To make returns more environmentally
sustainable and support a circular economy,
companies need to implement strategies that
reduce waste, maximize product lifecycle,
and minimize carbon footprint.

Handling High SKU Volumes
and International Returns is a Challenge

The rise of global e-commerce platforms like
Alibaba, Shein, and Temu has seen cross-
border sales soar. This means customers can
place an order from thousands of miles away,
with these e-commerce majors leveraging
the scale of order volumes to consolidate
and ship them at relatively cheap freight
rates. However, international or

can be more expensive and
complicated, thanks to the lack of such
a refined value chain.

Establishing the same channel back to your
supply chain with the traditional method
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of managing returns can be challenging.
This means that returns can be a nightmare
because shipping fees jump if the product

is returned. Customs issues, taxes, and
packaging rules in different countries multiply
the cost. Different countries have varying
regulations on returns, including restrictions
on specific product categories (e.g.,
electronics, cosmetics, apparel). Language
barriers or differences in product regulations
create more confusion. Some sellers try

to avoid these hassles by using local return
centers, which raise operational expenses
and increase operational complexity.


https://www.reverselogix.com/solutions/achieve-sustainability-goals/
https://www.reverselogix.com/industry-updates/best-practices-for-managing-cross-border-returns/
https://www.reverselogix.com/industry-updates/best-practices-for-managing-cross-border-returns/
https://www.reverselogix.com/solutions/returns-tracking-analytics/
https://www.reverselogix.com/solutions/returns-tracking-analytics/

Turning Returns Into
a Competitive Advantage

In most cases, offering your customers the option of returns is a must. However, it doesn’t
have to be the death of your business. It is possible to turn those returns into a competitive

advantage. You just need the right strategy.

Smarter Return Policies Reduce

Unnecessary Returns

You can turn your return policy into a weapon
against fraudulent activities by making

the language clear and more precise.

For example:

A shorter return window on specific fashion
merchandise can cut down on wardrobing.

Quick refunds for high-value customers
who rarely return can boost trust and
loyalty.

Asking for restocking fees can discourage
buyers who try to abuse lenient rules.

Today, Al-powered return management
systems can adjust return policies based on
customer behavior. If a shopper frequently
sends items back within a short period, their
return window may be shortened. At the
same time, customers with a low return rate
may receive more flexible options.
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Retailers can also apply different return
policies depending on the product category.
High-value electronics may have stricter
return conditions, while clothing could allow
more flexibility. This approach helps limit
fraud, especially for items frequently targeted
for abuse.

Once an account shows repeated suspicious
activity, return requests can be flagged for
additional review. Requiring original packaging
or proof of purchase can help prevent false
claims. If an honest customer is mistakenly
flagged, Al can assist support teams

in resolving issues quickly.

Technology-driven return management
reduces fraud, improves inventory accuracy,
and speeds up processing. Businesses that
invest in these tools protect their bottom line
while keeping the returns process smooth
for genuine buyers.



Proactive Return Prevention Strategies

Another way to protect profits is to prevent
returns before they happen. Tools powered
by artificial intelligence can guess the correct
clothing sizes for each person. For example,
the wrong fit is one of the top reasons
shoppers send clothes back, but with a near-
perfect sizing tool, you can guide them

to the best option. This way, there is less
need for returns.

Visual tools, including advanced website
product previews, allow buyers to check

color and style. Some brands use augmented
reality to show how a new lamp will look in
a living room, reducing disappointment later.

Rather than waiting for a return request,
retailers can reach out to customers
proactively with easy solutions if they
notice returns are becoming a frequent
issue for a particular product or customer.
Offering personalized assistance or product
recommendations based on past purchases
can improve customer loyalty.

Strong Fraud Detection Measures

is becoming more sophisticated,
but technology can help your business stay
ahead. A
(RMS) closes gaps in the process while
tracking return costs and fraudulent activity.
An RMS reduces human error and improves
security by setting up repeatable workflows
and policies.

Data plays a key role. With an RMS in place,
your e-commerce business can gain full
visibility into each product’s purchase history,
condition, and customer return patterns.
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This data fuels Al-driven fraud detection,
identifying suspicious behavior in real time.

Al can spot unusual return patterns, such

as frequent high-value returns or purchases
with little prior history. It can also flag return
requests that fall outside normal timeframes.
Sentiment analysis provides another layer of
protection. Al reviews chat logs, feedback, and
social media posts to catch inconsistencies
that might signal fraudulent intent.


https://www.reverselogix.com/solutions/return-fraud-prevention/
https://www.reverselogix.com/returns-management/

The Role of Technology
in Smarter Returns Management

Modern solutions allow you to automate hours of manual labor and slashes the risk
vast parts of the reverse supply chain. of mistakes. Some merchants have saved

A digital platform can log each returned item, millions by switching to solutions like returns
decide how to handle it, and track it until it management software, and this is why:

is ready for resale or recycling. This removes

Accelerating Returns
and Boosting Transparency

Reverselogix is an example of a specialized returned item. If an item has minor defects, it
reverse logistics platform. The ReverselLogix might go straight to a reconditioning center or
RMS uses artificial intelligence (Al) to speed return to stock if it is in perfect condition. This
up workflows. By scanning product details, automated approach keeps goods moving
customer history, and shipping data, the instead of leaving them in an unsorted heap
system can suggest the right path for each at the fulfillment center.
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Personalized Rules and Smart Data

The RMS platform collects data on why
customers return items. It shows the

top return reasons, the average time to
process, and the rate of resold items. You
can leverage all those insights to support
better planning. For example, if a piece of
clothing consistently runs large, managers

Handling Global Returns

Brands with global reach often face
complicated shipping rules. A good RMS
solution bundles tasks into one interface.
This way, tasks like filling out customs forms,
printing shipping labels, and choosing local

Smart Fraud Detection

A solution like ReverseLogix can connect with
machine learning models to spot return fraud.
For instance, when returns crop up from

the same address too often, the RMS would
flag the customer and prompt inspectors

Centralized Tracking

Centralized tracking removes the guesswork
of separate spreadsheets that do not match.
A good RMS provides visibility into outbound
and inbound shipments, enabling better
monitoring. It helps managers plan capacity
for freight trucks or train cars. When a wave
of returns is on the way, warehouse teams
can gear up for extra intake and maximize
throughput. This leads to faster refunds,
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might adjust size guides. If electronics break
often, companies can be notified upstream
to fix design flaws. This system can also
apply personalized rules. For example, a loyal
shopper might be offered an instant refund,
while a newly created profile might need
extra checks.

carriers can be automated. This structure
reduces confusion for stakeholders, while
keeping shipping costs lower. The returns
process manager can see each order’s
journey from across the globe, which helps
spot patterns or prevent fraud.

for a closer review. Besides reducing the
burden on the workforce, such solutions keep
honest buyers happy while blocking repeat
offenders. Reports show that even a few
adjustments to fraud controls can bring

happier customers, and a shorter path

to resale. Shortening the time between
processing a return and reselling the product
directly helps optimize days to turn inventory,
improving margins. The quicker a product
returns to the shelf, the less disruption there
is in fulfilling customer demand, preventing
stockouts and missed sales opportunities.

10


https://assets.kpmg.com/content/dam/kpmg/be/pdf/Markets/supply-chain-fraud.pdf
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The Future of Returns

as a Profit Center

Returns can become a tool for growth

when treated as part of a smooth customer
journey. Shoppers trust brands that offer
quick refunds and easy solutions, leading to
long-term customer loyalty. When customers
see that their returns are handled efficiently,
it can increase trust and encourage repeat
purchases. By embracing this approach, you
can stand out in a crowded market, especially
because it reduces shipping waste, labor
costs, and carbon emissions tied to endless
truck or rail journeys.

Leveraging Reversel.ogix gives you access
to automation and return data analytics,
which can turn any return chaos into

a steady process. By watching shipments

Contact us to learn more about
what ReverselLogix can do for you!

reverselogix.com
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from start to finish, your team can fight fraud,
speed up restocking, and reduce disposal.
This keeps items in the sales cycle and lifts
profit margins. Many leaders see returns as
an annoying drain. Yet, those who invest in
modern solutions find new money-making

or saving opportunities.

With ReverselLogix, your buyers spend more
because they trust your policies, and

a streamlined process allows you to cut costs
that once seemed unavoidable. Now is the
time to consider how returns fit into the plan
for success. An organized reverse logistics
system can rescue profit and keep customers
satisfied. It is not just an add-on. It is an
important step toward healthier margins, less
waste, and a stronger bond with every buyer.



https://www.reverselogix.com/
https://www.reverselogix.com/industry-updates/the-critical-role-of-analytics-in-your-reverse-logistics/
https://www.reverselogix.com/

