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Executive Summary
The eCommerce returns landscape is at a pivotal turning point. With U.S. retailers facing nearly 
$890 billion in merchandise returned in 2024, representing 17% of total sales, the cost of returns 
is no longer just an operational challenge. It’s a strategic issue that directly impacts profitability, 
customer satisfaction, and competitive positioning. Online orders are driving this shift, with 
average return rates exceeding 20%, and sectors such as apparel and electronics are seeing even 
higher return rates. 

However, forward-thinking eCommerce leaders can change the returns narrative. Rather than 
viewing returns as a necessary evil, instead recognize them as a critical touchpoint in the customer 
journey—one that, when managed strategically, can drive loyalty, reduce costs, and ultimately 
increase revenue.

•	 Returns cost approximately $27 per $100 order when factoring in shipping, handling, 
inspection, and restocking

•	 Only 30% of returned merchandise is resold at full price, creating significant margin 
erosion

•	 Over half of Gen Z shoppers intentionally practice “bracketing”—buying multiple items 
to return later

•	 Strategic returns management can transform this challenge into a competitive 
advantage

•	 Data-driven approaches to returns can identify root causes and prevent future returns

KEY INSIGHTS



RETURNS UNBOXED: TURNING ECOMMERCE RETURNS INTO REVENUE 4

Chapter 1: The Returns 
Crisis in eCommerce
The Scale of the Problem
The numbers are not just staggering, they are growing and reshaping the retail landscape. In 2024, 
U.S. retailers processed nearly $890 billion in returned merchandise. To put this in perspective, 
that’s equivalent to the entire GDP of countries like Switzerland or Saudi Arabia. The return rate 
of 17% of total sales represents not just a logistics challenge, but a fundamental shift in consumer 
behavior and expectations.

For eCommerce leaders, the challenge only intensifies. With online return rates exceeding 20%, 
digital-first retailers are grappling with a reality that’s fundamentally different from traditional 
retail. Without the ability for customers to see, touch, and try products before purchase, online 
merchants face a relentless uphill battle in managing return rates.

Industry-Specific Challenges
Not all product categories face equal return pressures. Apparel and electronics lead the pack with 
some of the highest return rates in eCommerce:

Apparel
Sizing inconsistencies, fit preferences, and style 
mismatches drive returns above 25% in many 
cases. 

Home Goods
Visualization challenges make it difficult for 
customers to assess how products will look in 
their space.

Electronics
Compatibility issues, buyer’s remorse, and 
rapid technology changes contribute to high 
return rates.

Beauty Products
Personal preference and skin sensitivity create 
uncertainty that leads to returns. 
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The Holiday Returns Surge
The holiday season represents a perfect storm for eCommerce returns management. The National 
Retail Federation (NRF) estimates that holiday return rates are about 17% higher than annual 
averages. For 2024, CBRE projected holiday returns alone would reach $160 billion—nearly 20% of 
the total annual return volume concentrated in just a few weeks.

This seasonal spike creates operational 
nightmares: overwhelmed customer service 
teams, strained reverse logistics networks, and 
inventory challenges as returned merchandise 
floods back into the system during critical 
selling periods. Many retailers find themselves 
struggling to process returns quickly enough 
to restock items for continued sale, resulting 
in lost revenue opportunities and increased 
carrying costs.

Holiday return rates are about 
higher than annual 
averages.*

*The National Retail Federation

17%

CHAPTER 1: THE RETURNS CRISIS IN ECOMMERCE
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Chapter 2: 
Understanding the 
True Cost of Returns
The $27 Reality
At first glance, returns might seem like a simple reversal of a transaction. The reality is far more 
complex and costly. Processing a return for a $100 order costs approximately $27 when you factor 
in all associated expenses:

Shipping Costs
Both outbound and return shipping represent 
the most visible expense

Restocking
Labor and systems costs to prepare items for 
resale

Handling and Inspection
Staff time to receive, process, and inspect 
returned items

Customer Service
Time support team spends managing return 
requests and inquiries

Technology
Systems and platforms that manage the 
returns process

Disposal Costs
For items that can’t be resold, disposal or 
liquidation expenses add up

Depreciation
Loss of value as products age during the 
returns cycle
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The 30% Margin Trap
Perhaps the most damaging statistic for retailers is that only 30% of returned merchandise is 
resold at full price. This means that even after absorbing the $27 processing cost, most retailers 
must then take an additional margin hit when reselling the item. Many brands choose not to resell 
returned stock due to the high repetitional risk of accidentally selling damaged inventory, and thus 
increasing the cost considerably. 

The remaining 70% of returned items face various fates, each eating into profitability:

CHAPTER 2: UNDERSTANDING THE TRUE COST OF RETURNS

Markdown Sales
Items sold at 20-
50% discounts 
to move returned 
inventory

Outlet Channels
Diverted to 
discount outlets at 
significantly reduced 
prices

Liquidators
Sold in bulk 
to liquidation 
companies for 
pennies on the dollar

Donations
Tax deductions help, 
but provide minimal 
financial recovery

Landfill
The worst-case 
scenario where items 
have zero recovery 
value

Hidden Operational Costs
Beyond direct processing costs, returns create cascading operational impacts:

Inventory Distortion
Returns create unpredictable 
inventory levels, complicating 
demand forecasting

Cash Flow Impact
Diverted to discount outlets 
at significantly reduced 
prices

Storage Costs
Returned items occupy 
valuable warehouse space

Quality Control
Additional inspection and 
testing required for returned 
electronics and appliances

Fraud and Abuse
Diverted to discount outlets at 
significantly reduced prices

Data and Analytics
Resources required to track, 
analyze, and action returns data
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Chapter 3: Customer 
Behavior and 
the Bracketing 
Phenomenon
What is Bracketing?
A new, disruptive consumer behavior has emerged and is fundamentally reshaping the traditional 
eCommerce landscape: bracketing. Rather than simply shopping online, this practice involves 
intentionally ordering multiple versions of the same item—different sizes, colors, or styles—with the 
intention of returning most of them. This isn’t just an occasional habit; it’s a calculated strategy to 
online shopping that redefines the virtual shopping experience and puts pressure on retailers to 
act as free fitting rooms.

The data speaks volumes. In 2024, over half of Gen Z shoppers confessed to purchasing multiple 
apparel or footwear items online with the intention to return some later. The bracketing approach 
signals a major shift in consumer shopping behavior, challenging established retail models and 
forcing companies to rethink how they manage inventory, returns, and customer engagement.  
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Why Bracketing Happens
Understanding the psychology behind bracketing is essential to addressing it:

Sizing Uncertainty
Inconsistent sizing across brands creates 
genuine uncertainty 

Visual Limitations
Online photos don’t capture true color, texture, 
or quality

Risk Mitigation
Consumers reduce purchase risk by ordering 
multiple options

Free Returns
Generous return policies eliminate financial 
disincentives

Social Media
Influencers and peers normalize the “try at 
home” approach

Competition
Easy returns have become a competitive 
necessity to match Amazon and others
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Generational Differences in Return 
Behaviors
Understanding how different age groups approach product returns is key to creating tailored 
strategies that truly resonate:

Gen Z
(Born 1997-2012)

Millenials
(Born 1981-1996)

Gen X
(Born 1965-1980)

Baby Boomers
(Born 1946-1964)

These are the true 
digital natives. Gen Z 
grew up with hassle-free 
returns and next-day 
shipping. They expect 
frictionless returns 
and are more likely to 
embrace bracketing. 
They also share both 
positive and negative 
return experiences 
across social media, 
amplifying your brand’s 
reputation in real time. 

Millennials value 
convenience and 
sustainability in equal 
measure. They’ll return 
items when needed 
but are increasingly 
concerned about 
environmental impact. 
They tend to be more 
loyal to brands with 
transparent, eco-
friendly return policies.

Gen X consumers 
are more selective in 
purchases and have 
lower return rates 
overall. When a return 
is necessary, they 
value straightforward 
processes, clear 
communication, and 
reasonable return 
windows. Efficiency 
and fairness are non-
negotiable. 

This generation prefers 
making the right choice 
the first time. However, 
when returns are 
needed, Baby Boomers 
expect top-notch 
customer service and 
appreciate detailed 
product information 
upfront to help them 
avoid returns altogether.
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Chapter 4: Strategic 
Framework for Returns 
Management
Shifting the Paradigm
The journey to transforming your returns from a cost burden into a revenue opportunity 
begins with a fundamental shift in how you think about returns. Rather than treating them as 
an unavoidable operational headache, forward-thinking eCommerce leaders view returns as a 
strategic asset for driving business value, loyalty, and innovation. 

Embracing this paradigm shift requires moving beyond the traditional mindset of “minimize returns 
at all costs.” Returns are not failures—they are opportunities. Each return represents a moment 
to showcase your brand’s commitment to learn directly from customers, and to foster lasting 
relationships that go far beyond a single purchase. 
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The strategic mindset is defined by several key 
transformative shifts:

•	 From Cost Center to Investment Opportunity: Rather than viewing every return as 
a pure loss, strategic retailers view return processing as an investment in customer 
satisfaction and business intelligence. The data gathered from returns can be used as 
a blueprint to prevent future returns, improve product development, refine marketing 
strategies, and enhance inventory planning. When a modest processing cost unlocks 
insights that reshape your business, the ROI is undeniable. 

•	 From Transaction to Relationship: Every return is a critical touchpoint in the customer 
journey. Research shows that customers who have positive return experiences often 
become more loyal than those who never had to return anything. Why? Because the 
return experience reveals your brand’s true character. When you make returns easy, 
respond quickly, and treat customers fairly, you build trust that translates into lifetime 
value far exceeding the cost of any single return. 

•	 From Reactive to Proactive: Traditional retailers wait for returns to happen, then 
scramble to process them efficiently. Strategic retailers get ahead of returns by 
identifying patterns, addressing root causes, and even preventing returns before they 
occur. This proactive approach involves analyzing return data to spot emerging issues, 
reaching out to customers pre-emptively when high-risk purchases are detected, and 
continuously improving product information to set accurate expectations.  

•	 From Departmental Silo to Cross-Functional Strategy: Successful returns 
management can’t be owned solely by operations or customer service. It’s a cross-
functional process, requiring alignment across merchandising (product selection and 
quality), marketing (accurate representation and expectation setting), technology 
(seamless systems and data integration), finance (cost management and forecasting), 
and executive leadership (strategic prioritization and resource allocation). Breaking 
down silos enables comprehensive solutions and a value-driven returns experience.

The Traditional vs. Strategic Mindset
Historically, retailers have treated returns defensively, working to minimize them, complicate the 
process, and reduce the financial impact. This reactive approach overlooks the bigger picture. 
Strategic retailers, however, recognize that returns are an unavoidable part of eCommerce life, 
and instead choose to focus on extracting maximum value, actionable insights, and competitive 
advantage from the returns process.

CHAPTER 4: STRATEGIC FRAMEWORK FOR RETURNS MANAGEMENT
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Reframing Returns as Strategic Assets
When you adopt a strategic mindset, returns evolve into valuable assets that can supercharge your 
business in five critical ways:

5 CRITICAL RETURNS

1

Customer Feedback Loop

Returns data delivers unfiltered, real-world customer feedback on product quality, 
description, sizing, and expectations. Unlike surveys or focus groups, returns data 
reflects genuine customer behavior, fueling continuous improvement across your entire 
operation.

2

Relationship Touchpoint
Returns experience is often more memorable than the original purchase. When you 
exceed expectations, you earn lasting customer loyalty, positive reviews, and word-of-
mouth referrals. When you create friction during the return process, you risk losing a 
customer forever.

3

Data Goldmine
Deep analysis of returns often uncovers patterns that can improve merchandising 
decisions, marketing effectiveness, and operational efficiency. With proper analysis, 
this data can predict which products will have high return rates before you order them, 
which customers are likely to return items before they purchase, and which operational 
changes will yield the highest ROI.

4

Competitive Differentiator
In a crowded marketplace, effortless returns are a powerful way to stand apart, 
especially as customer acquisition costs are skyrocketing. Leading with a customer-first 
returns policy can attract savvy shoppers, particularly among younger demographics 
who scrutinize return policies before making purchases.

5

Opportunity for Exchange
By focusing on exchanges rather than refunds, you retain revenue, preserve margin, 
and demonstrate a commitment to satisfying the customer’s needs. Every exchange 
represents retained revenue and a customer who still trusts your brand to meet their 
needs.

CHAPTER 4: STRATEGIC FRAMEWORK FOR RETURNS MANAGEMENT
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Measuring Success Beyond Return Rate
This new paradigm shift also requires rethinking how you measure success. While return rate 
matters, it’s not the only metric—and sometimes not even the most important one. Top retailers 
track metrics that reveal the true impact of returns management, such as:

Customer Lifetime Value 
(CLV) of returners vs. non-
returners
Often, customers who return once but have 
positive experiences become more valuable 
long-term.

Exchange rate vs refund rate
Higher exchange rates indicate salvaged 
revenue and maintained relationships.

Cost per return vs value 
extracted
The full profit-and-loss (P&L) impact per 
return, including both costs and the benefits 
gained from insights.

Net Promoter Score (NPS) 
correlation with returns 
experience
How the returns experience impacts the overall 
brand perception. Many brands undervalue the 
importance of measuring NPS. A seamless and 
hassle-free returns process can significantly 
increase customer satisfaction, whereas a 
complicated or frustrating returns process can 
reduce NPS and potentially harm long-term 
loyalty.

Return-driven product 
improvements
How many changes to products were made 
based off of returns data and the impact on 
future return rates. How product improvements 
driven by returns data, and the impact on 
future return rates.

	

CHAPTER 4: STRATEGIC FRAMEWORK FOR RETURNS MANAGEMENT

By embracing this paradigm shift, you can transform returns from a frustrating cost of doing 
business into a strategic capability that drives competitive advantage. The real question isn’t 
whether you can afford to invest in returns management—it’s whether you can afford not to. The 
businesses that move fastest from reactive cost-minimization to strategic value-creation will set 
the pace in the new era of eCommerce.



RETURNS UNBOXED: TURNING ECOMMERCE RETURNS INTO REVENUE 14

The Returns Management Maturity Model
Where does your company fall on the returns management maturity curve?

CHAPTER 4: STRATEGIC FRAMEWORK FOR RETURNS MANAGEMENT

Level 1: 

Reactive 

Returns are 
managed as 
they occur, with 
minimal analysis 
and outdated 
policies. Customer 
service teams are 
overwhelmed, and 
returns are viewed 
solely as costs.

Level 2: 

Measured 

Basic returns 
metrics are 
tracked, such as 
return rates and 
processing costs. 
Segment analysis 
by category 
or channel is 
emerging, but the 
focus remains on 
reducing returns 
rather than 
unlocking their 
potential. 

Level 3: 

Managed 

Comprehensive 
returns analytics 
uncover root 
causes and 
reveal actionable 
patterns. Policies 
are tailored 
by segments, 
automation 
reduces 
processing costs, 
and returns 
begin to inform 
key decisions 
in product and 
marketing.

Level 4: 

Optimized 

Returns are fully 
integrated into 
overall customer 
and business 
experience 
strategy. Predictive 
analytics tools 
forecast return 
trends; policies 
adapt dramatically 
to behavior and 
seasonality and 
returns data 
drives product 
innovation. 
Exchange rates 
soar and returns 
are viewed 
as a strategic 
advantage.
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Make Returns Part of Your 
Product and Customer 
Experience Strategy

Stop treating returns as a separate operational issue. If you’re seeing high return rates on specific 
SKUs, dig into why. The returns data is telling you something important about product-market fit, 
quality issues, or expectation mismatches. This strategy involves integrating returns intelligence 
directly into your product development, merchandising, and customer experience workflows.

Deep Dive: Product Intelligence from Returns

Returns data is among the most honest feedback you’ll ever receive. Unlike survey responses, 
which can be biased or incomplete, return behavior reveals true customer sentiment. When 
customers take the time and effort to return something, they’re telling you with their actions, not 
just their words, that something didn’t meet expectations. Build a systematic approach to mining 
returns for product insights:

•	 Analyze Return Reasons: Use natural language processing to pinpoint specific issues in 
customer comments. Differentiate between nuanced feedback to create targeted solutions.

•	 Fix Product Issues: Escalate recurring quality issues to product teams immediately. Set 
automatic alerts when return rates exceed thresholds and work with suppliers to resolve or 
discontinue problematic SKUs.

•	 Improve Descriptions: Address “not as described” or “doesn’t match pictures” returns by 
enhancing photos, adding videos, and including dimensions, weight, and material specifications. 
User-generated content can increase accuracy.

•	 Update Sizing Information: Use returns data to refine size guides. Add “runs small” comments 
and consider virtual fitting tools or size recommendation quizzes based on customer 
measurements and past purchases.

Chapter 5: Five 
Strategies to Turn 
Returns into Revenue

01
STRATEGY
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•	 Leverage Customer Feedback: Share returns insight with proper product teams monthly to 
analyze return patterns. Track improvements and focus on changes that reduce return rates. 

•	 Predictive Quality Assurance: Use return trends to flag new products with similar risk factors for 
extra quality checks or better information upfront. 

Integration into Customer Experience

Beyond product improvements, returns data should inform every customer touchpoint. Use returns 
insights to enhance pre-purchase education, improve post-purchase communications, and create 
more accurate customer expectations from first interaction through delivery.

Consider implementing return-prevention programs, such as when a customer adds a high-return 
item to their cart, trigger enhanced product information, size guides, or even a live chat offer to 
answer questions. This proactive approach costs far less than processing returns.

Segment Your Return Policy
One-size-fits-all return policies are leaving money on the table. Not 
all returns are equal, and your policy shouldn’t treat them as such. A 
thoughtful segmentation strategy acknowledges that different customers, 
products, and situations warrant different approaches. The goal is to 
reward loyalty, deter abuse, and optimize the economic balance between 
customer satisfaction and profitability.

The Segmentation Framework

Effective policy segmentation requires data-driven decision-making and careful testing. Start 
by analyzing your returns across multiple dimensions to identify patterns and opportunities for 
differentiation:
•	 Customer Tier Segmentation: VIP customers with high lifetime value deserve perks like 

extended return windows (90 days vs. 30 days), free return shipping, instant refunds, 
personalization such as handwritten notes, and priority processing. New customers receive 
standard policies, while serial returners face restrictions and additional fees, ensuring loyalty is 
rewarded and risk is managed.  

•	 Product Category Segmentation: High-return categories like apparel and footwear naturally 
require more flexible policies to overcome the “can’t try before you buy” challenge. For low-
return categories like consumables, personalized items, or final sale, stricter policies protect 
margins.

02
STRATEGY

CHAPTER 5: FIVE STRATEGIES TO TURN RETURNS INTO REVENUE
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•	 Price Point Segmentation: High-value items (over $500) may warrant special terms, such as 
in-home inspection periods for expensive furniture or electronics, or white-glove return pickup. 
While low-value items might qualify for “returnless refunds” where customers keep the item 
and still receive a refund, saving processing costs.

•	 Purchase Channel Segmentation: Tailor policies for app, web, marketplace, and retail purchases. 
Use generous app-specific policies to drive usage of your highest-margin channel, while 
marketplace purchases require compliance with platform standards.

•	 Return History Segmentation: Adapt policies based on individual customer behavior. First-
time returners get maximum flexibility; normal return patterns receive standard treatment; 
concerning patterns are addressed with progressive interventions.

Practical Policy Adjustments

Once you’ve identified your segmentation strategy, implement specific policy levers to optimize 
outcomes:
•	 Tighten Return Windows Strategically: Adjust windows for different customer segments, 

products, and seasons to balance satisfaction and operational efficiency. 
•	 Smart Return Shipping Fees: Implement flat-rate or percentage-based return fees, waiving 

them for exchanges or quality issues. A/B test different fee levels to optimize deterrence and 
satisfaction. 

•	 Exchange Incentive Programs: Offer bonus credits for exchanges versus refunds, making 
the process seamless and advancing exchanges before returns are received to minimize 
inconvenience. 

•	 Serial Returner Management: Flag accounts with >50% return rates for enhanced review and 
apply progressive policies, always communicating transparently about your policies.

•	 Category-Specific Restocking Fees: Apply 15-25% restocking fees for opened electronics, 
special-order items, or customized products. Waive fees for defective products or company 
errors to protect and maintain fairness.

CHAPTER 5: FIVE STRATEGIES TO TURN RETURNS INTO REVENUE
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Invest in Data and Automation
Returns generate a wealth of data, yet most retailers barely scratch the 
surface of its potential. Treat returns data as a strategic asset, using 
advanced analytics and automation to extract insights, reduce costs, 
and improve customer experiences. This strategy requires investment in 
both technology infrastructure and analytical capabilities, but the ROI is 
substantial and measurable.

Building Your Returns Data Infrastructure

Before you can leverage returns data strategically, you need the right foundation. This involves 
integrating returns data with customer, product, and operational data to create a comprehensive 
view. Most retailers have returns data trapped in customer service systems, disconnected from the 
business intelligence needed to drive action. Invest in creating a unified returns data warehouse 
that captures:

03
STRATEGY

Transaction Details
Order value, items, purchase channel, and 
payment method

Product Attributes
Category, SKU, supplier, price point, and vintage

Customer Attributes
Tenure, lifetime value, return history, and 
segment

Processing Details
Time to refund, disposition, and resale value

Return Reasons
Structured categories and unstructured 
comments

Outcomes
Exchanges vs. refunds, repurchase behavior, 
and satisfaction scores

CHAPTER 5: FIVE STRATEGIES TO TURN RETURNS INTO REVENUE
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Advanced Analytics Applications

With robust data infrastructure in place, deploy sophisticated analytics to turn returns data into 
actionable intelligence:
•	 Real-Time Product Issue Detection: Automated alerts notify teams when return rates spike on 

specific SKUs, enabling swift actions and preventing small issues from escalating.  
•	 Predictive Return Propensity Modeling: Machine learning models forecast return probability at 

purchase time, informing interventions and financial planning.  
•	 Intelligent Inventory Management: Factor return rates into replenishment and staffing 

algorithms, optimizing inventory and cash flow.
•	 Personalized Product Recommendations: Reduce return likelihood by tailoring algorithm 

recommendations based on customer history and segment-specific patterns. 
•	 Dynamic Pricing and Markdowns: Adjust pricing and clearance strategies based on return 

likelihood and historical resale rates. 
•	 Fraud Detection Systems: Analyze behavioral patterns to flag suspicious return activity and 

escalate for review.  

Automation Opportunities

Beyond analytics, automation directly reduces return processing costs while improving speed and 
consistency.
•	 Instant Approval Systems: Auto-approve returns for low-risk combinations, reducing 

unnecessary friction and customer service workload.
•	 Smart Dispositioning: Automate decisions on whether returned items should be restocked, sold 

through outlet channels, donated, or disposed of, maximizing optimal value recovery. 
•	 Self-Service Returns Portals: Empower customers to manage returns independently, print 

labels, select exchange options, and track status, reducing support tickets and providing 24/7 
convenience. Include chat assistance for complex situations.

•	 Predictive Resource Planning: Forecast return patterns and volume by day and week to 
optimize warehouse staffing and resource allocation, minimizing overtime and improving 
service. 

•	 One-Click Exchanges: Enable customers to receive replacements before returning originals, 
maintaining revenue and satisfaction.

•	 Automated Quality Grading: Employ computer vision and machine learning to automate 
condition assessment of returned items, speeding decisions and reducing subjectivity.  

CHAPTER 5: FIVE STRATEGIES TO TURN RETURNS INTO REVENUE
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Test and Learn, Especially in Q1
The period immediately following the holiday rush, January through March, 
is the perfect opportunity for optimizing returns. With high volumes from 
holiday purchases, you have ample data to run meaningful experiments 
and refine your strategy for the remainder of the year. 

Building an Experimentation Culture

Successful testing requires more than just running experiments—it requires fostering a culture that 
values data-driven decisions, embraces learning from failures, and quickly scales winning ideas. 
Establish clear frameworks for proposing, approving, running, and evaluating tests.

04
STRATEGY

•	 Start with a clear hypothesis and rationale

•	 Use A/B testing with appropriate control 
groups and statistical significance 
thresholds

•	 Define primary and guardrail metrics 
upfront

•	 Ensure test groups are large and run 
tests long enough to detect meaningful 
differences

•	 Involve cross-functional stakeholders in 
operations, customer service, marketing, 
and design 

High-Impact Experiments to Run

Focus your testing efforts on the variables most likely to move the needle on return economics:
•	 Return Fee Testing: Experiment with return shipping fees at different price points ($0, 

$5.99, $7.99, $9.99) to find the optimal balance between deterring unnecessary returns and 
maintaining customer satisfaction. 

•	 Return Window Adjustments: Compare different return windows (14, 30, 45, 60, 90 days) and 
measure their impact on return rates, timing of returns, customer satisfaction, and resale 
values.

•	 Exchange Incentive Optimization: Test different bonus credit levels (5%, 10%, 15%, 20%, 25%) for 
exchanges vs. refunds to identify the optimal incentive. 

•	 Process Timing Experiments: Compare instant refunds vs. traditional approaches and measure 
impacts on customer satisfaction, fraud rates, and operational costs.

•	 Policy Communication: A/B test how return policies are presented—prominent callouts vs. 
buried in terms, positive framing vs. neutral framing, early presentation vs. late disclosure—to 
optimize conversion rates, return rates, and satisfaction.

•	 Education and Prevention: Test enhanced product information, size guides, fit quizzes, and 
comparison fit tools to minimize return, tracking the net revenue benefit.

 

CHAPTER 5: FIVE STRATEGIES TO TURN RETURNS INTO REVENUE
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THE TEST-AND-LEARN FRAMEWORK

1
Hypothesis

Define a specific, testable prediction with clear expected outcomes and underlying 
rationale

2
Test Design
Specify control and treatment groups, randomization approach, duration, and success 
metrics

3
Stakeholder Alignment
Get buy-in from all affected teams on test plan and decision criteria for scaling

4
Execution
Launch test with proper instrumentation and monitoring for any issues or unexpected 
effects

5
Analysis
Measure results against predictions using proper statistical methods; look for segment-
level effects

6
Decision
Scale winners, iterate on marginal results, abandon clear losers; document learnings for 
future tests

7
Institutionalization

Make successful changes permanent, update documentation, train staff, and monitor 
for sustained impact

CHAPTER 5: FIVE STRATEGIES TO TURN RETURNS INTO REVENUE
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Educate and Engage 
Throughout the Customer 
Journey

Many returns can be prevented with better information and proactive engagement. The vast 
majority of eCommerce returns stem from mismatched expectations—customers thought 
they were getting one thing but received something slightly different in size, color, quality, or 
functionality. Leading retailers are implementing strategic touchpoints throughout the customer 
journey to set accurate expectations, provide helpful education, and create positive experiences 
even when products don’t work out.

Pre-Purchase Prevention

The most cost-effective return is the one that never happens. Invest heavily in helping customers 
make confident, informed decisions before they click “buy.”
•	 Rich Product Content: Go far beyond basic product descriptions. Include multiple high-

resolution photos from every angle, 360-degree spin views, zoom capability to see texture and 
detail, videos showing products in use and demonstrating features, dimension diagrams with 
reference objects for scale, and detailed material and care information. Comprehensive content 
minimizes misunderstandings and reduces returns. 

•	 Comprehensive Size Guides: Offer detailed size charts with measurements in multiple units. 
Include fit information (“runs large,” “true to size,” and “runs small”) based on actual return data. 
For apparel, display garments on models of different body types with model measurements 
listed. Consider implementing virtual try-on technology or AI-powered size recommendation 
tools.

•	 Customer Reviews and Photos: Encourage customers to upload photos and detailed reviews 
including fit feedback and product quality assessments. Surface common customer reviews 
and aggregate data to help shoppers make informed decisions. 

•	 Comparison Tools: Allow customers to compare similar products side-by-side, highlighting 
key differentiators. Provide clear guidance on which product best fits to help reduce choice 
overload that leads to bracketing.

•	 Interactive Fit Finders: Implement quizzes that ask key questions about use case, preferences, 
and measurements to recommend the right product and size. Use past purchase data when 
available to improve recommendations. For example, “You bought a size L in Brand X shirts—
based on our fit comparison, we recommend size M in this Brand Y shirt.”

05
STRATEGY
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Post-Purchase Engagement

Stay connected with customers after purchase to head off potential returns and create positive 
experiences.
•	 Delivery Expectation Setting: Communicate clearly about shipping timelines, tracking 

information, and delivery updates. Reduce anxiety by setting and exceeding expectations.
•	 Usage Instructions and Tips: Include setup guides, styling suggestions, care instructions, and 

tips for getting maximum value from products. Many returns result from customers not knowing 
how to use or care for products properly. 

•	 Proactive Satisfaction Check-Ins: Within two-to-three days of delivery, send friendly emails 
asking if customers are happy with their purchase and offering assistance. Early intervention 
prevents negative experiences from festering.

•	 Return Prevention Offers: When a return is initiated, offer troubleshooting support for technical 
products, styling advice for apparel, or exchange options for sizing issues. Provide incentives to 
keep the item—partial refunds, bonus credits for future purchases, or free accessories. Many 
customers simply want to feel heard and have their problem solved.

•	 Frictionless Return Process: Make returns easy with prepaid return labels, flexible drop-
off options, clear timelines for refunds, and instant exchange processing. A smooth return 
experience turns a potential negative into a loyalty-building moment.

•	 Post-Return Relationship Building: After processing a return, don’t disappear. Follow up to 
ensure satisfaction with the returns process, ask for feedback on why the product didn’t 
work out, offer personalized recommendations for alternatives, and send “we want you back” 
incentives like discount codes. 

Transparency and Trust Building

Throughout every touchpoint, lead with transparency about your return policy. Feature it 
prominently on product pages, in the shopping cart, and at checkout. Customers who understand 
the policy before purchasing are less likely to have negative experiences when they need to return. 
Never hide return terms in fine print as this erodes trust and creates negative surprises. In the age 
of social media, a single negative return experience can become a viral brand disaster that costs 
far more than the original return. 

CHAPTER 5: FIVE STRATEGIES TO TURN RETURNS INTO REVENUE
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Chapter 6: Data-
Driven Returns 
Optimization
Building Your Returns Analytics Framework

To truly turn returns into revenue, you need a comprehensive analytics framework that goes 
beyond simple return rates. Here are the essential metrics every eCommerce leader should track:

Core Metrics

Overall Return Rate
Total returns / Total orders 
(track by channel, category, and 
time period)

Return Processing Cost
Tax deductions help, but 
provide minimal financial 
recovery

Return to Resale Rate
Percentage of returns that make 
it back to full-price inventory

Average Time to Refund
Days from return initiation to 
customer refund

Exchange Rate
Exchanges / Total returns 
(higher is better)

Return Reason 
Distribution
Breakdown of why customers 
return

Advanced Metrics

Return Propensity 
Score
Predicted likelihood of return at 
time of purchase

Return Break-Even
Return rate threshold where 
products become unprofitable

Customer Lifetime 
Return Rate
Returns by customer across all 
purchases

Post-Return 
Repurchase Rate
How many customers buy again 
after returning

SKU-Level Return Rates
Return rates for individual 
products (identify problem 
children)

Return Fraud Rate
Percentage of returns that are 
suspicious or fraudulent
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Merchandising 
Decisions
•	 Discontinue products 

with return rates >35%, 
regardless of sales volume

•	 Partner with suppliers to 
address quality issues on 
high-return items

•	 Adjust buying based on 
net-of-returns profitability, 
not just gross sales

•	 Create return-risk scores 
for new products based on 
historical category data

Marketing 
Decisions
•	 Target lower-return 

customer segments with 
acquisition campaigns

•	 Adjust creative to show 
products more accurately 
Highlight return policy 
in ads to set proper 
expectations

•	 Create lookalike audiences 
based on low-return 
customers

Operational 
Decisions
•	 Staff customer service 

and warehouse based on 
return volume forecasts

•	 Optimize reverse logistics 
networks based on return 
origin data

•	 Adjust inventory levels 
to account for return 
patterns

•	 Prioritize automation 
investments based on 
highest-cost return 
scenarios

Using Data to Drive Decisions

Once you’re tracking the right metrics, use them to drive specific business decisions.

CHAPTER 6: DATA-DRIVEN RETURNS OPTIMIZATION
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Chapter 7: 
Implementation 
Roadmap for 2026

90-Day 
Quick Wins

Audit current return 
rates by category, 
SKU, and customer 
segment to identify 
hot spots

Implement basic 
returns analytics 
dashboard with core 
metrics

Update product pages 
for top 10 returned 
items with better 
photos, descriptions, 
and sizing info

Launch self-service 
returns portal if you 
don’t have one

Test return shipping 
fees with a small 
customer segment

Implement exchange 
incentives (10% bonus 
credit) and measure 
uptake

6-Month 
Strategic Initiatives

12-Month
Transformation Goals

Week 1-2

Week 3-4

Week 5-6

Week 7-8

Week 9-10

Week 11-12

Start seeing results quickly with 
these high-impact, low-effort 
initiatives:

Conduct 
comprehensive returns 
cost analysis across 
all channels and 
categories

Develop segmented 
return policies based 
on customer value and 
behavior

Implement predictive 
returns analytics and 
propensity scoring

Launch returns 
prevention program 
with pre-purchase 
and post-purchase 
touchpoints

Build automated 
returns routing system 
(stock/outlet/donation/
disposal)

Measure results and 
refine strategies based 
on data

Month 1-2

Month 2-3

Month 4-5

Month 5-6

Month 6

Month 3-4

By the end of 2026, aim to 
achieve these objectives:

Leverage these six-month stra-
tegic initiatives to lower return 
costs:

Reduce overall return 
rate by 3-5 percentage 
points through 
prevention

Increase exchange rate 
from industry average 
(~15%) to 40%+

Cut return processing 
costs by 20% through 
automation

Improve return-to-
resale rate from 30% to 
50%

Achieve 90%+ 
customer satisfaction 
with returns process

Generate $1M+ in 
incremental revenue 
from exchange program 
(adjust for your scale)

Build returns into 
competitive advantage 
that customers actively 
mention in reviews

1

2

3

4

5

6
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Final Thoughts: The 
Future of eCommerce 
Returns Management
Returns aren’t going away. In fact, they’re a defining feature in the eCommerce landscape. As 
online shopping continues to accelerate and consumer expectations reach new heights, managing 
returns will become even more complex and critical. Yet, for those willing to innovate, this challenge 
is a launchpad for growth. By embracing a proactive approach, eCommerce leaders can reshape 
returns from a dreaded expense into a springboard for differentiation and long-term loyalty. 

With nearly $890 billion in returns flowing through the U.S. retail system, the stakes have never 
been higher. This isn’t merely a logistical challenge; it’s one of the greatest untapped opportunities 
for brand distinction and growth. The path forward is clear: seize the moment to create a 
competitive edge. The strategies, technologies, and data-driven insights in this guide offer a 
blueprint for that transformation. The only question is: will you lead the change, or follow it?

Your Next Steps

Don’t let this guide sit on a virtual shelf. Take action today:

•	 Schedule a returns audit meeting with your leadership team this week
•	 Pull your current returns data and identify your biggest pain points
•	 Choose one quick win from the 90-day roadmap and implement it this month
•	 Build a business case for comprehensive returns optimization
•	 Commit to measuring progress with specific KPIs
•	 Share this guide with your team and get everyone aligned on the opportunity
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How Aprio Can Help
Returns don’t have to drain your margins.  From quantifying the true cost of returns to 
strengthening financial and tax controls, Aprio’s eCommerce team can help you improve cash flow, 
margins, and customer loyalty. 

Emily Cheshire, FCA
Partner, Client Accounting Services and Technology Practice

EMILY.CHESHIRE@APRIO.COM 
(587) 205-8115

Chris Henderson, CPA
Tax Partner, Manufacturing, Distribution & Consumer Products

CHRIS.HENDERSON@APRIO.COM 
(770) 353-2806

Want actionable insights on trends and strategies to help 
you grow faster and smarter? Subscribe to our bi-weekly 
eCommerce newsletter CartTalk on Linkedin.

Emily’s Newsletter Chris’ Newsletter

https://www.linkedin.com/newsletters/7384272888197128192/
https://www.linkedin.com/newsletters/7386068200230113281/
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Additional Resources and References
Industry Research and Data Sources

•	 National Retail Federation (NRF) - Annual returns and retail statistics
•	 CBRE Research - Holiday returns projections and trends
•	 Shopify Commerce Trends - Quarterly eCommerce insights
•	 Narvar Consumer Report - Customer expectations and behavior
•	 BigCommerce Returns Report - Industry benchmarks
•	 Loop Returns Index - Returns trends by category and season

Key Terminology

Bracketing: 
The practice of ordering multiple versions of the same item with the intent to return most of them.

Return Rate: 
Total value of returns divided by total revenue, expressed as a percentage.

Exchange Rate: 
Percentage of returns that result in an exchange rather than a refund.

Return to Resale Rate: 
Percentage of returned items that are resold at full price.

Serial Returner: 
Customer with an unusually high return rate (typically >40% of orders) who may be abusing return 
policies.

Reverse Logistics: 
The process of moving goods from their final destination back to the seller for returns, repairs, or 
recycling.



When people come to work at Aprio, they stay for the long 
haul; our average length of service is 7.5 years. Just as 
important, Aprio’s people come from diverse backgrounds 
and serve clients all over the globe. That means our clients 
and colleagues build lasting relationships, with clients 
always dealing with people they know — and who know their 
businesses.

Partner with Aprio’s experienced  manufacturing, 
distribution, and consumer product CPAs to improve your 
financial operations, streamline compliance, and achieve 
sustainable growth. We’re passionate for what’s next — and 
eager to tackle tomorrow’s challenges and opportunities 
alongside you. Find out more about Aprio by visiting aprio.
com or watch this video to be introduced to our team.
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