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Returns

Enhanc1 Margms through
Efficient Reverse Logistics

Consumers return up to 40% of everything they
purchase online. Infact, more than $816 million
worth of retail merchandise was returned in 2022,
according to the National Retail Federation.

Unfortunately, this costs companies an average
of 59% of the item'’s original sales price.
Retailers arereally feeling the impact, especially
when you consider that eCommerce Bytes
estimates that fewer than10% of returned

goods actually make it back onto primary shelves.

Most go to liquidation or secondary shopping
platforms, and worse yet, up to 9.5 billion pounds
of returned product ended up in landfills in 2022
(that's an equivalent to 10,500 fully loaded Boeing
747s), according to an estimate by Optoro.

In the ever-evolving and price-hiking landscape
of retail, the management of returns and reverse
logistics has become a critical component for
maintaining customer satisfaction, optimizing
profit margins, and achieving sustainability goals.

With the modern consumer’s expectation for
hassle-free returns, retailers must embrace
innovative strategies to streamline their
returns management process. By implementing

efficient and customer-centric reverse logistics
solutions, retailers can not only meet consumer
demands but also enhance their margins and
overall operational efficiency.

The Growing Significance of
Efficient Returns Management

In today's competitive retail environment,
providing a seamless returns experience is

no longer just a value-added service; it's a
necessity. A hassle-free and customer-friendly
returns process fosters customer loyalty
while serving as a significant differentiator for
retailers striving to stay ahead in the market.

Furthermore, efficient returns management
directly impacts aretailer's bottom line,
with the potential to reduce costs, optimize
inventory management, and boost overall
operational and environmental efficiency.



Key Challenges in Reverse Logistics for Retailers

Historically, retailers have faced various challenges in managing their reverse
logistics effectively. Some of the common obstacles include:

m Inefficient return processing

m High operational costs

m Complex inventory management

m Difficulty maximizing the value of returned products

The lack of streamlined processes often results in increased costs and reduced
profitability, ultimately impacting the overall customer experience.

Streamlining the Returns Process for Enhanced Margins
Retailers can significantly improve their margins by implementing the following
strategies to make their returns management and reverse logistics more efficient:

1. Simplified Returns Policy
Implementing a clear and customer-friendly returns policy is the first step toward
enhancing the overall returns experience. By offering a simple, easy-to-follow returns
process, retailers can build customer trust and encourage repeat purchases.

2. Efficient Returns Processing
Investing in modern technology, like an automated returns processing systemor a
reverse logistics platform, can expedite the entire returns procedure, allowing for
quick product inspection, refurbishment, and restocking. By minimizing the time taken
to process returns, retailers can reduce costs and optimize inventory turnover.

3. Optimized Inventory Management
By integrating the returned products seamlessly into the inventory management
system, retailers can efficiently manage returns and incorporate returned products
back into the sales cycle, minimizing inventory write-offs and preventing unnecessary
stock accumulation. For example, retailers that partner with Fillogic for their reverse
logistics benefit from 200% faster inventory turns at a 50% reduction in cost that
result in aremarkable 180% increase in full-price sales days.




4.Data-Driven Insights
Utilize data analytics to gain insights into return patterns, product performance,
and customer behavior. By leveraging these insights, retailers can make informed
decisions about product offerings, pricing strategies, and inventory management,
resulting in enhanced profitability.

In fact, McKinsey found that the integration of systems equipped with artificial
intelligence improves logistics costs by 15%, inventory levels by 35%, and service
levels by a whopping 65%. \When retailers have access to more customer data, they
can provide a better reverse logistics process that enables a reduction in returns,
mitigates risks, lowers costs, and enhances customer satisfaction.

5. Sustainable Disposition of Returns
Implement environmentally conscious strategies for the disposition of returned
products. Consider refurbishing, repackaging, or reselling returned items whenever
possible to minimize waste and maximize the value of returned inventory.

For example, Fillogic's method of intercepting returns in the final and middle mile while
performing on-site quality control/quality assurance work significantly prolongs the
use of materials and diverts fewer items to landfills. In 2022, Fillogic kept 18 tons

of materials out of landfills and 65 million tons of carbon emissions out of the air,
according to the 2022 Impact Report released by Closed Loop Partners.

6. Seamless Reverse Logistics Network
Establish arobust and efficient reverse logistics network that enables the smooth
transportation of returned products from various locations back to the designated
processing centers. A well-organized reverse logistics network can significantly
reduce transportation costs and improve overall operational efficiency.
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Embracing Technology for Efficient Reverse Logistics

The integration of advanced technology plays a pivotalrole in transforming the returns
management process for retailers. By leveraging innovative solutions such as automated
returns processing systems, inventory management software, and data analytics

tools, retailers can optimize their reverse logistics operations and achieve significant
improvements in their profit margins. Additionally, the integration of customer
relationship management (CRM) systems can help retailers personalize the returns
experience, thus enhancing customer satisfaction and loyalty.

Best Practices for a Customer-Centric Approach
To ensure a customer-centric approach in managing returns, retailers should focus
on the following best practices:

1. Transparent Communication
Maintain open communication channels with customers throughout the returns
process, providing timely updates and notifications on the status of their returns.

2. Flexibility in Returns Options
Offer multiple options for returns, including in-store returns, drop-off locations, and
prepaid return labels, to provide customers with greater flexibility and convenience.
Invesp, a conversion rate optimization company, found that 62% of shoppers are
more likely to shop at an online retailer that allows for in-store returns, and 92%
of consumers surveyed said they will buy again if the return process is easy.

3. Personalized Customer Support
Provide personalized customer support to address any concerns or issues related to
returns promptly. Offering a seamless and supportive customer service experience
can significantly enhance customer satisfaction and loyalty.



The Future of
Retail Returns Management

Efficient returns management and optimized reverse logistics are integral components
of a successful retail strategy. By prioritizing streamlined returns processes, leveraging
data-driven insights, embracing advanced technologies, and adopting a customer-centric
approach, retailers can significantly enhance their profit margins while

ensuring customer satisfaction and loyalty.
As the retail industry continues to evolve,
retailers must continue to adapt their
strategies to meet the ever-changing
demands of the modern consumer.

By embracing innovation and efficiency in
returns management, retailers can position
themselves for long-term success in the
dynamic and competitive retail landscape.

About Fillogic

Fillogic is an experienced team of retail

and logistics professionals, technologists,
serial entrepreneurs and creative problem
solvers with more than160 years of combined
experience. We are driven by a mission to help
our partners decipher the writing on the wall
as technology continues to rapidly transform
the retail landscape.
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