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SEND IT BACK! THE
ROLE OF REVERSE
LOGISTICS

For most people, the idea of returning a product they have pur-
chased brings to mind images of waiting in long lines at a
department store or post office, hours on the phone arguing
with customer services reps, or worse yet, being stuck with
something that doesn’t work. The way a manufacturer or
retailer handles product returns can be either a nightmare or an
opportunity to increase customer satisfaction, achieve greater
cost reductions, and preserve the environment. Enter reverse
logistics—the process of pushing returns back through the
pipeline in an effective and cost-efficient manner and, when
possible, recovering some of the products’ value.
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What Is Reverse Logistics?
We’ve seen that logistics is defined by the Council of Logistics
Management as:

The process of planning, implementing, and controlling
the efficient, cost effective flow of raw materials, in-pro-
cess inventory, finished goods, and related information
from the point of origin to the point of consumption for the
purpose of conforming to customer requirements.

Reverse logistics is essentially all of the activities that are
mentioned in the definition above, except operating in reverse.
Therefore, reverse logistics, as defined by the Reverse Logistics
Executive Council, is:

The process of planning, implementing, and controlling
the efficient, cost effective flow of raw materials, in-
process inventory, finished goods, and related information
from the point of consumption to the point of origin for the
purpose of recapturing value or of proper disposal.

More precisely, reverse logistics is the process of moving
goods from their typical final destination for the purpose of
capturing value, or proper disposal. Reverse logistics also
includes processing returned merchandise due to damage, sea-
sonal inventory, restock, salvage, recalls, and excess inventory.
It also includes recycling programs, hazardous material pro-
grams, obsolete equipment disposition, and asset recovery.

Reverse Logistics as a Competitive Weapon

Returns started spinning out of control back in the late 1980s,
when many retailers began using returns as a competitive
weapon in the battle to win market share. Consumers quickly
took advantage of liberal, no-hassle return policies and retailers
perpetuated them, often taking back items they knew were
older than their return policy allowed. In some cases, retailers
took back products that they didn’t even sell—all in the name
of keeping customers happy. In fact, there’s an urban legend
about Nordstrom’s return policy being so gracious that some-
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one actually returned an automobile tire to the clothing retailer
and Nordstrom accepted it.

There can be a fine line between a fraudulent return and the
return of a defective product. Customers who believe that an
item does not meet their needs will return it, regardless of
whether it functions properly or not. A humorous example is
one retailer’s report of the return of two Ouija boards. Ouija
boards are children’s toys that supposedly allow contact with
the spirit world. On one Ouija board, there was a note describ-
ing that it did not work because “no matter how hard we tried,
we could not get any good answers from the ‘other side’.” The
other Ouija board returner said that the reason for return was,
“too many spirits responded to the Ouija board session, and
things became too scary.” In both cases, the consumers were
allowed to return these “defective” products (Rogers and
Tibben-Lembke, 1998).

This philosophy of accepting product returns as a competi-
tive weapon has resulted in huge reverse logistics challenges.
Examples of the scale of the problem include

• At Federated Department Stores, 25 million units amount-
ing to $820 million in merchandise goes back to the
vendors.

• At Estee Lauder, which does $4 billion in sales worldwide,
returns, excess, obsolescence, and destruction amounts to
$190 million on an annual basis.

• In the consumer electronics industry, product returns cost
more than $15 billion a year.

Table 10-1 shows that while the trend of liberal return poli-
cies has started to level off, U.S. firms still believe that a satis-
fied customer is the most important strategy for maintaining a
competitive advantage.

This same attitude has fueled an increasing ramp-up in the
sheer volume of total retail product returns. Figure 10-1 shows
the rise of returns from around $40 billion per year in 1992 to
well over $65 billion per year currently.
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The story is different outside the U.S., however. In many
other countries, returns are never allowed. Some international
managers believe that if liberal returns were ever allowed in
their countries, both businesses and consumers would abuse
them. In other countries, return models are moving closer to
North American models, indicating that they too will be pres-
sured to improve their reverse logistics capabilities.

Table 10-2 shows the return percentages for several catego-
ries of products in the offline world. The online world is often
faced with much higher return percentages, particularly for
“high-touch” items such as clothing.

TABLE 10-1 Strategic Role of Returns
Source: Rogers and Tibben-Lembke

Role Percentage

Competitive Reasons 65.2%

Clean Channel 33.4%

Legal Disposal Issues 28.9%

Recapture Value 27.5%

Recover Assets 26.5%

Protect Margin 18.4%

Total Retail Product Returns
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FIGURE 10–1 Total Retail Product Returns
Source: BizRate
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Barriers to Reverse Logistics
Reverse logistics is such an important area that the Reverse
Logistics Executive Council was formed to research and ana-
lyze the many barriers to its success. In a survey of 311 logis-
tics managers, the council found that the major barrier to
reverse logistics was simply that many of the managers—40
percent of them in fact—considered the topic of “relative
unimportance,” as shown in Figure 10-2. Lack of company pol-
icies and lack of systems were cited next by a tie vote of 35

TABLE 10-2 Sample Return Percentages
Source: Rogers and Tibben-Lembke

Industry Percent

Magazine Publishing 50%

Book Publishers 20–30%

Book Distributors 10–20%

Greeting Cards 20–30%

Catalog Retailers 18–35%

Electronic Distributors 10–12%

Computer Manufacturers 10–20%

CD-ROMs 18–25%

Printers 4–8%

Mail Order Computer Manufacturers 2–5%

Mass Merchandisers 4–15%

Auto Industry (Parts) 4–6%

Consumer Electronics 4–5%

Household Chemicals 2–3%

10_257_300.fm  Page 261  Wednesday, November 15, 2000  12:34 PM



E-COMMERCE LOGISTICS AND FULFILLMENT

262

percent. Other barriers were also listed, but it is interesting to
note that the top two barriers were not technology-related—
they relate strictly to a refusal to give reverse logistics a busi-
ness priority and to create policies to enforce that priority.

The Special Challenges of Electronic Commerce
While pure Internet retailers have preoccupied themselves with
building attractive Web sites, launching huge offline marketing
campaigns, and trying to create the coolest place to shop, they
have neglected the very physical processes of product returns.
Online product returns are skyrocketing, and as illustrated in
Figure 10-3, the trend shows returns tripling between the years
2000 and 2004. Why have so many pure dot-com retailers
overlooked this huge problem?

Some of the reasons these electronic commerce retailers
have yet to fully develop returns policies and processes are

• Relative Unimportance. Sound familiar? Online retailers,
like their offline counterparts, have their priorities else-
where. Most online merchants are so busy setting up their

Barriers to Reverse Logistics
What obstacles to successful reverse logistics do you face?

Relative unimportance

Company policies

Lack of systems

Competitive issues

Management inattention

Lack of personnel resources

Lack of financial resources

Legal issues

% of respondents

10           20           30           40

FIGURE 10–2 Barriers to Reverse Logistics
Source: Reverse Logistics Executive Council

10_257_300.fm  Page 262  Wednesday, November 15, 2000  12:34 PM



SEND IT BACK! THE ROLE OF REVERSE LOGISTICS

263

sites and attracting customers that they have relegated
product returns to the back burner.

• Unknowns. There are so many factors that most online
retailers don’t know when they start out. They don’t how
much volume they are going to have or how they are
going to handle it, so they start out handling everything
manually. Then, if the site is successful, they are inundated
with orders and with returns, and they are caught in a real
bind.

• Lack of Experience. Many online merchants have never
sold anything before, or have very little retail experience.
They don’t know the importance of strong return policies
and procedures, and they haven’t had the years of hard-
won experience that offline merchandisers have had.

• Multiple Product Sources. In addition, online retailing is
often more complex, as many dot-coms sell products from
multiple manufacturers who drop-ship their products
directly to the customers. Each manufacturer may have its
own return policies and its own procedures, creating some
very complex return scenarios.

In contrast to the lack of interest in return policies and pro-
cesses by online retailers, online customers are very interested
in how their returns will be handled. In fact, in a survey of
9,800 e-shoppers, BizRate found that return policies were
enough to turn some potential buyers away. These include the
inability to receive credit on a credit or debit card (85 percent)

On-line Product Returns
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FIGURE 10–3 Online Product Returns
Source: BizRate
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followed by a time limit to return products that is “too short”
(68 percent).

Figure 10-4 shows that fully 94 percent of those surveyed are
influenced by an online merchant’s return policies.

The three leading products returned were clothing (27 per-
cent), computer software (20 percent), and books (15 percent).
The majority wanted refunds, although exchanges were also
favored, as shown in Figure 10-5.

Customer Attitudes toward Returning Items
Bought Online

Return policy influences purchase

Prefer shipping to brick-and-mortar return

Strongly object to return service charges

Shipped returns to retailer

62%

89%

92%

94%

FIGURE 10–4 Customer Attitudes towards Returning Items Bought Online
Source: BizRate.com, 1999

Type of Action for Returned Items

Refund

Exchange

Credit at offline or online store

Other

3%

11%

27%

59%

FIGURE 10–5 Type of Action for Returned Items
Source: BizRate.com, 1999
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Tips for Internet Retailers

Although the rest of the chapter on reverse logistics is relevant
to e-tailers, there are a few features that can be built into a Web
site to help start the Internet retailer out on the right foot.

Start Out Backward. First, try to design your systems with
forward and reverse logistics as a top priority. Design from
the warehouse backward. Regardless of how attractive your
site is, if you can’t handle product returns, the customer
won’t come back.

Make the Presentation Accurate. You can’t try on clothing
on the Web, so some people are simply buying the small,
medium, and large sizes of an item, seeing which one fits
best, and sending the other two back. One of the biggest
ways to keep returns down is to make sure that the quality of
the images and the information that you get to the customer
in terms of the fit, size, and so on is accurate. The same
concept applies to other products—the more information
you can give (specs, colors, scale, etc.) the better off the
shopper is.

An Impulse Buy Can Mean an Impulse Return. One-click
purchase technology has made it easier than ever to buy an
item on impulse; however, buyer’s remorse can set in imme-
diately after clicking the Buy button. Build in a facility so
that when an order is created online, a cancel option is cre-
ated and remains online for an hour. Some retailers are find-
ing that the cancel button is hit on average three times for
every hundred “quick buys.”

Tell the Customer Where to Go. It is amazing how many
sites ship products without instructions enclosed on how to
return the product. This forces the shopper to get back online
to find out what to do. This is compounded by the fact that
since many online retailers outsource fulfillment to other
companies, the items might need to be returned to a different
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address than they were shipped from. Detailed return
instructions and return policies should be included both
online and offline with the product packaging.

Absence Does Not Make the Heart Grow Fonder. The
chances of a return increase when the time between the pur-
chase and the receipt of the product is prolonged. Along
with providing online order tracking, you should proactively
keep customers advised via e-mail if a product’s shipment
status is taking longer than it should.

Go Configure. Sites that offer online product configurators
are noticing a dramatic drop in product returns. By giving
customers the ability to configure products such as PCs
online, the final product order is less prone to error because
customers can choose specifications at their leisure and even
take a break from the task and finish it later. Dell Computers
found that their rate of product returns was actually lower
from customers who had configured their own PCs online
versus those calling Dell for help from live sales reps.

Include Online Tools. FedEx, UPS, and the U.S. Postal Ser-
vice (USPS) have free online tools that merchants can inte-
grate into electronic commerce sites that will make product
returns a lot easier. To use USPS’s Electronic Merchandise
Return Service, online retailers must obtain a merchandise-
return permit and set up an account at any local post office.
When a customer alerts the online retailer of the need to
return an item, the retailer provides the customer, via the
Internet, with a merchandise return label, which the cus-
tomer prints and applies to the package being returned. The
package can then be tendered to a letter carrier, dropped in a
collection box, or taken to the nearest post office. Federal
Express’s online returns-management system is called NetRe-
turn. It captures customer information, schedules pickups,
arranges transportation, and tracks the status of returned
goods—all online. All the customer has to do is call the mer-
chant and request a return authorization. Once the shipper
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transmits the shipment details, FedEx’s information system
takes over. It even prompts the merchant to follow up when
items are not picked up as scheduled.
Capitalize on Click and Mortar. Companies that are hybrid
online and offline retailers (“Click and Mortar” companies)
can create a real competitive advantage by offering online
shoppers the option to return products at their physical loca-
tions rather than using a package delivery service. This
added convenience also creates an opportunity for an online
shopper to come into the store and buy even more after their
return has been processed.

Toughening Up Return Policies
Not only is it of utmost importance to have clear return poli-
cies, the key is to stick to the established policies and make
sure the customer is aware of them. Consistent, universally
enforced return policies are reducing some retailers’ return
rates by up to 20 percent. Offline retailers have found that sim-
ple measures, such as clearly posting return policies at cash
registers and in all departments, are very effective. One con-
sumer electronics chain places large signs displaying the return
policy every 8 feet within stores and prints the policy on the
back of customer receipts. Others have begun to set up on-site
service centers to address customer education issues and pre-
vent potential problems. In training, sales associates are being
encouraged to be completely candid about the usefulness, as
well as any shortcomings, of the items they’re selling. Other
solutions merchants are experimenting with in-store testing
centers and electronic registration of product serial numbers.

Reverse Logistics and Environmental Impact
The conventional view of the flow of goods in a supply chain
usually ends with the consumer. Waste disposal, probably the
most basic post-consumer activity, is notably absent on most
supply chain flowcharts. This lack of awareness is changing,
however, in large part due to growing consumer awareness of
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recycling, coupled with more stringent federal, state, and local
regulations on waste disposal—particularly disposal of envi-
ronmentally hazardous materials such as motor oil, vehicle
batteries, paint, and tires.

Many companies are realizing that a reverse logistics system
combined with source-reduction processes can not only
achieve cost savings and regulatory compliance, they can
enable the companies to be perceived as good citizens that are
committed to protecting the environment.

For example, one of the major cosmetics manufacturers used
to dump about $60 million worth of its products into landfills
each year, destroying more than a third of the name-brand cos-
metics returned by retailers. The manufacturer tackled this
monumental problem by developing processes and a propri-
etary IT system that reduces the volume of destroyed products
by half.

Today, with the new IT system, boxes of returned merchan-
dise are scanned as they come into the warehouse. The
scanned data provides expiration dates for products, and the
receiving system calculates whether items can be sold in other
markets or at employee stores, or given away to charities
instead of being discarded. Inventory levels of the returned
items are kept according to their eventual disposition until suf-
ficient goods have been returned to make it economically
worthwhile to ship them out.

During the system’s first year, the manufacturer was able to
evaluate 24 percent more returned products, redistribute 150
percent more of its returns, and save $475,000 a year in labor
costs. The company destroyed 27 percent of returned products
because they were beyond their shelf life—down from 37 per-
cent in 1998. The manufacturer expects to reduce that percent-
age by mid-2000 to just 15 percent as the new systems enable
the company to process returns in a timelier manner. This is a
cosmetics company with a goal of beautifying the environment
as well as its customers.
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Developing a Reverse Logistics Strategy
Whether you’re a pure Internet-only retailer, a pure bricks-and-
mortar, or a hybrid clicks-and-mortar company, developing a
reverse logistics strategy is a significant effort and usually
requires hiring outside consultants. Effective planning is based
on a “walk-through” of the reverse logistics process you are
designing. First on paper and then on-site, diagram a theoreti-
cal shipment, step by step from the origin of the returns process
(the phone call from a customer) to the final disposition of the
waste or product. Most importantly, try to foresee every prob-
lem that’s likely to be encountered and to plan how the system
you are designing would handle those situations. Several excel-
lent books have been written on this incredibly complex topic.
Here are some very basic questions and issues that should be
addressed. These are compiled from a variety of reverse logis-
tics experts.

What Are Your Priorities?

Analyze your reasons for starting a reverse-logistics program.

❐ Why is there a need to do reverse logistics at my company?
❐ Is it for the environment? If so, you will have to address

how to manage waste disposal and develop recycling
programs.

❐ Is it for better customer service? If so, product returns
should be designed as an integral part of customer rela-
tionship management systems.

❐ Is it for economic reasons? If so, you must design programs
to retrieve and refurbish salable products, and must incor-
porate a repair operation.

What Resources Are You Willing to Commit?

A reverse logistics program is not merely a side job for an
employee—it must be made a top priority and allocated suffi-
cient resources.
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❐ How much time are you willing to commit to properly
conduct a reverse logistics program?

❐ How much of the company’s budget will you allocate?
❐ What are the personnel resources you will commit?
❐ Will reverse logistics be a tactical exercise or a true strat-

egy for your company? The difference between a tactical
program and a strategic one can be summed up in one
phrase: a strategic initiative is one where the CEO is com-
mitted and involved.

❐ Realizing that the level of potential benefits will influence
how much a company will invest in a reverse logistics pro-
gram, how will you forecast potential cost savings? What
is an acceptable level of return on investment?

❐ Who will proactively manage the process? Even if you
decide to outsource the function to a third party or a trans-
portation company, someone needs to manage their
efforts; otherwise, it’s bound to result in higher costs and
missed opportunities for savings and profits.

❐ If you decide to utilize third parties, how much of the pro-
cess should be outsourced to them?

Communicate Clearly with Customers

A key part of any reverse logistics program is deciding how and
what to communicate with customers.

❐ When your customers call about returning an item, whom
should they deal with? Will you set up an in-house call
center, or outsource the function? Alternatively, will you
send the customer directly to the manufacturer for a return
authorization?

❐ Whether you outsource customer service or keep it in-
house, you’ll need very clear policies and procedures, as
well as scripts for the service representatives to use when
handling calls. Who will develop these tools?

❐ Will you include systematic, written return instructions in
the original outbound shipment? When you leave it up to
the customer to decide where and how a return shipment
is supposed to go, it could return to the billing address
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rather than to the warehouse location. Once it gets there,
if it’s not properly marked the people who receive it won’t
know what to do with it.

❐ Some companies even include detailed packing instruction
and preprinted labels. Will you? Product damage can be
avoided if customers receive detailed packing instructions.
Customer ignorance can result in returned goods’ suffering
more damage coming in than they did going out, making
it difficult to reuse or resell the item.

❐ Some companies that want customers to call for a return
authorization often fax instructions once the authorization
has been issued. How will you handle this?

❐ What kind of email will be used to communicate with cus-
tomers, and at what points in the process? Will any of the
email be generated by autoresponders?

❐ What about updating stores and field offices on new poli-
cies and procedures? Will you issue a newsletter, set up an
intranet, or use email?

❐ What kind of training will you offer? On-the-spot training
may be necessary; for example, provide hazardous-materi-
als training to a customer that recycles batteries.

❐ How will you handle and communicate return freight
charges? Most often, the manufacturer pays the freight for
returned goods, yet typically the customer estimates the
weight, guesses at the bill-of-lading description, and
routes the shipment via a carrier that has no pricing agree-
ment in place with the manufacturer. As a result, incorrect
weights and product classifications can lead to thousands
of dollars in excess freight charges. One way around this is
to have the customer-service representatives complete the
bill of lading for the customer, showing the carrier routing,
correct weight, description, and class to customers when
they call for a return authorization.

10_257_300.fm  Page 271  Wednesday, November 15, 2000  12:34 PM



E-COMMERCE LOGISTICS AND FULFILLMENT

272

Planning Key Reverse Logistics Management Elements

In their book, Going Backwards: Reverse Logistics Trends and
Practices, Dr. Dale S. Rogers and Dr. Ronald S. Tibben-Lembke
have identified ten key reverse logistics management elements:

•     Gatekeeping
•     Compacting Disposition Cycle Time
•     Reverse Logistics Information Systems
•     Centralized Return Centers
•     Zero Returns
•     Remanufacture and Refurbishment
•     Asset Recovery
•     Negotiation
•     Financial Management
•     Outsourcing

Here are some of the questions and issues surrounding each
element that can also be used in developing a reverse logistics
strategy.

Gatekeeping

Gatekeeping is the screening of defective and unwarranted
returned merchandise at the entry point into the reverse logis-
tics process.

❐ What resources will be set aside for the gatekeeping
function?

❐ Who will do the screening of the returned merchandise?
❐ What criteria will be developed to determine what is

defective and what constitutes an unwarranted return?
❐ How much authority will you give to the gatekeepers?
❐ How will you screen merchandise at the store level?

Employees typically have no incentive or authority to
screen merchandise. Without training, employees can
unwittingly contribute to customer abuse of product
returns.
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Compacting Disposition Cycle Time

Returns are exception-driven processes, making it difficult to
reduce cycle times related to return product decisions, move-
ment, and processing. The mechanics of decision-making when
determining product disposition need to be carefully defined.

❐ When a product comes back in to a distribution center,
how will you determine whether the item is defective, can
be reused or refurbished, or needs to be sent to a landfill?
Often this is a very difficult decision that can impact prof-
itability and slow down cycle time.

❐ How will you reward employees for taking responsibility
and making a timely decision as to how a product should
be dispositioned? Employees have difficulty making deci-
sions when the decision rules are not clearly stated.

Reverse Logistics Information Systems

Software specifically designed for supporting the reverse
logistics process doesn’t exist, leaving businesses with the
choice of developing proprietary systems or building reverse-
logistics capabilities into existing systems. Most IT departments
within companies are already stretched to their limits, so devel-
oping a system in-house is virtually impossible.

Even if a company did have the resources to build a system,
it has to be flexible enough to handle the many exceptions in
the reverse logistics process, and complex enough to work
across boundaries between business units of the same
company. A successful reverse logistics program depends
heavily on gathering meaningful information that can help
manage the returns process while tracking costs. It also allows
a firm to obtain credit for a returned product, improving cash
flow management.

An effective reverse logistics information system should also
be able to track the reason for each return and to assign a code
for final disposition. Rogers and Tibben-Lembke have devel-
oped some potential codes for each of these steps, shown in
Tables 10-3 and 10-4. 
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TABLE 10-3 Return Reason Codes
Source: Roger and Tibben-Lembke

Return Reason Codes

Repair / Service Codes

• Factory Repair – Return to vendor for repair

• Service / Maintenance

• Agent Order Error – Sales agent ordering error

• Customer Order Error – Ordered wrong material

• Entry Error – System processing error

• Shipping Error – Shipped wrong material

• Incomplete Shipment – Ordered items missing

• Wrong Quantity

• Duplicate Shipment

• Duplicate Customer Order

• Not Ordered

• Missing Part

Damaged / Defective

• Damaged – Cosmetic

• Dead on Arrival – Did not work

• Defective – Not working correctly

Contractual Agreements

• Stock Excess – Too much stock on hand

• Stock Adjustment – Rotation of stock

• Obsolete – Outdated

Other

• Freight Claim – Damaged during shipment

• Miscellaneous
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Centralized Return Centers

Centralized return centers (CRCs) are processing facilities
devoted to handling returns quickly and efficiently. In a central-
ized system, all products for the reverse logistics pipeline are
brought to a central facility, where they are sorted, processed,
and then shipped to their next destinations. CRCs have been

TABLE 10-4 Disposition Codes
Source: Roger and Tibben-Lembke

Disposition Codes

Disposal

• Scrap / Destroy

• Secure Disposal

• Secure Disposal (Videotaped)

• Donate to Charity

• Third Party Disposal

• Salvage

• Third Party Sale (Secondary Markets)

Repair / Modify

• Rework

• Remanufacture / Refurbish

• Modify (Configurable or Upgradeable Products)

• Repair

• Return to Vendor

Other

• Use as Is

• Resale

• Exchange

• Miscellaneous

10_257_300.fm  Page 275  Wednesday, November 15, 2000  12:34 PM



E-COMMERCE LOGISTICS AND FULFILLMENT

276

utilized for many years, but in the last few years, they have
become much more popular as more retailers and manufactur-
ers have decided to devote specialized buildings and work-
forces to managing and processing returns. Reasons for this
trend include

• increased salvage revenue,
• improved returns processing,
• focused and experienced teams,
• reduced inventory levels and improved inventory turns,
• increased consumer approval by reducing landfill use and

promoting environmental awareness, and
• improved bottom-line performance.

There are many factors to consider in developing a central-
ized reverse logistics strategy. Some of the questions to address
are:  

❐ What reduction can you achieve in store labor processing
costs?

❐ How much return goods inventory is being held in the
stores? Most vendors require certain minimums (dollar
volume, number of units, length of time, etc.) to be
reached before they will authorize returns. These mini-
mums are reached much earlier through use of a central-
ized facility, based on the consolidated volume from all of
the stores.

❐ What opportunity costs are being incurred? Many stores do
not place a priority on returns. This results in returns mer-
chandise being thrown away since the stores do not want
to handle it. A centralized facility makes it easy for stores
to get rid of their returns and not spend a lot of time pro-
cessing them. Instead of being thrown away, returned
goods are either sent back to the vendor or become candi-
dates for salvage, thus increasing revenues.

❐ What are the costs associated with operating a centralized
facility?

❐ Do you have the resources and expertise to run a central
facility?
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❐ What volume of returns will be going through this facility?
❐ What credit terms have you obtained from your vendors?

Typically, vendors will give retailers better terms based on
the reduced costs associated with consolidating shipments.

❐ What transportation network will be used and how will
transportation costs be impacted? Typically, shipment
costs increase because merchandise is shipped to the cen-
tral facility from the store and then shipped again to the
vendor. However, consolidating these shipments will usu-
ally yield a much lower freight rate because the shipment
sizes are larger.

❐ Who will develop the reporting and systems requirements
to manage the information, track the returns, and ensure
you meet the vendor minimums?

❐ How will the processes be integrated through the stores,
returns facilities, MIS, and finance?

❐ Who will design the best practices for store processing and
the returns facilities? Who will develop the policies you
will follow with your vendors under a centralized returns
operation?

❐ How will the information flow, and how will the processes
in both the stores and returns facility be tested?

Zero Returns

In zero return programs, the manufacturer or distributor does
not permit products to come back through the return channel.
Instead, they give the retailer or other downstream entity a
return allowance and develop rules and guidelines for accept-
able disposition of the product. A typical return allowance in
many industries is three-and-a-half to four percent of sales to
the retailer. A zero returns policy, properly executed, can result
in substantially lower costs, according to the research respon-
dents. Firms using zero returns can reduce the variability of
returns costs by presetting the maximum dollar amount of
returned product. Stabilizing return rates using a zero returns
program promotes planning and fiscal health.
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Zero returns enables the firm to avoid physically accepting
returns altogether, a strategy being adopted by some consumer
product companies and several electronics companies. Inter-
estingly, most retailers do not track the cost of returns. Instead,
merchandise buyers factor the return allowance into their pric-
ing, which ignores the cost of returns.

While zero returns release upstream channel participants
from dealing with the physical portion of reverse logistics man-
agement, it does not reduce much of the physical burden
placed on downstream channel participants.

In a typical zero returns program, a supplier tells its custom-
ers that no product will be accepted for return, once ordered.
Instead, the supplier will give the customer a discount off the
invoiced amount. Depending on the supplier, the retailer either
destroys the product or disposes of it in some other manner. In
another model being utilized in the computer industry, the
retailer returns all products to a central point on open return
material authorization (RMA). Usable product is paid for and
shipped to a third party for refurbishment and disposition. Inel-
igible or unusable product is disposed of based on a predefined
set of rules. In this model, the goal for the retailer is to enlist as
many manufacturers as possible to participate, to enable cen-
tralized receiving, auditing, and payment processing. From the
computer manufacturer’s point of view, all product from the
channel is returned to the refurbishing third party. The product
is audited by an independent entity to determine its usability
and the retailer’s credit entitlement. All aspects of the RMA pro-
cess and the disposition of the returned product are handled by
the third party.

Remanufacture and Refurbishment

Thierry, et al. (1995) defined five categories of remanufacture
and refurbishment. These five categories are repair, refurbish-
ing, remanufacturing, cannibalization, and recycling. The first
three categories, repair, refurbishing, and remanufacturing,
involve product recondition and upgrade. These options differ
with respect to the degree of improvement. Repair involves the
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least amount of effort to upgrade the product, and remanufac-
ture involves the greatest. Cannibalization is simply the recov-
ery of a restricted set of reusable parts from used products.
Recycling is the reuse of materials that were part of another
product or subassembly.

Remanufacturing and refurbishing of used product is on the
rise. Even NASA spacecraft are being built with remanufac-
tured and refurbished tools.

Asset Recovery

Asset recovery is the classification and disposition of
returned goods; surplus, obsolete, scrap, waste, and excess
material products; and other assets in a way that maximizes
returns to the owner while minimizing costs and liabilities
associated with the dispositions. This definition is similar to the
one that the Investment Recovery Association uses to define
investment recovery. The objective of asset recovery is to
recover as much of the economic (and ecological) value as rea-
sonably possible, thereby reducing the ultimate quantities of
waste.

Asset recovery has become an important business activity for
many companies. The importance of asset recovery to the prof-
itability of the company depends on the ability of that company
to recover as much economic value as possible from used prod-
ucts while minimizing negative impacts, such as environmental
problems. The attitude of many firms towards used products
has been to ignore them and avoid dealing with them after
they are originally sold. Manufacturers in the United States typ-
ically are not responsible for products after customer use.

Reselling products overseas is just one of several possible
ways to dispose of returned goods. Essentially, you can refur-
bish, resell, recycle, repackage, or destroy returned goods.
Whichever a manufacturer chooses, it should maximize what
used to be unproductive assets that are eating up valuable
inventory dollars and space, or dispose of an item in the most
economical and environmentally responsible way. That deci-
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sion will determine the design of a processing facility, what
kind of training workers need, and the specific procedures for
handling products as they arrive. Kitchen appliances that can
be repaired and sold in discount markets, contaminated food
products or expired pharmaceuticals that must be destroyed,
and packaging that needs to be cleaned and reconditioned
before being refilled all require different handling procedures
and physical layout of the processing facilities.

Negotiation

Deal-making is a key part of the reverse logistics process. In
the forward flow of goods, prices are often set by brand manag-
ers and marketing specialists. Reverse logistics often includes a
bargaining phase, where the value of returned material is nego-
tiated without pricing guidelines. These negotiations may be
handled loosely. In addition, one or more of the negotiation
partners often does not fully understand the real value of the
returned materials, creating opportunities for third parties to
operate on the margin. These third parties often employ some
of the sharpest logisticians. In other cases, the negotiations are
handled by specialist third parties. These third parties act in an
advisory capacity to the primary participants in the supply
chain, who are working to transfer ownership of the material
back to the original source.

Financial Management

Financial management issues are the primary determinants
in the structure of a reverse logistics system and the manner in
which product is dispositioned. Most firms need to improve
internal accounting processes. Accounting problems drive the
actions of managers. In a few firms included in the research,
accounting issues drove store managers to sidestep normal
return systems. In these cases, internal policies and controls
moved them to inefficient, incorrect behaviors.

An example of a policy-created problem surfaced in the
research. Merchandise designated to go back to the supplier
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due to overstocks, or because it is not selling, is earmarked for
processing through a centralized return center. However, inter-
nal accounting takes a markdown on those items that move
through the centralized return center, and stores expense those
items. When the centralized return center processes the mate-
rial, they get full credit, and the stores are punished. The stores
do not want to be punished, so they slow the flow back to the
vendor to postpone the negative financial impact for as long as
possible. This delay causes a store-level backup of material that
should be dispositioned. In addition, the loss of consolidation
opportunities increases transportation costs. Often, the cost of
returns is charged against the sales department. While this pol-
icy may generally be a reasonable one, it can complicate
reverse logistics processes.

Know the tax, finance, and credit implications of the pro-
gram. This is an area that may not be very visible to logistics
managers, but it is one of the primary reasons upper manage-
ment will support a reverse logistics program. The act of return-
ing goods sets off a flurry of finance-related activities, including
issuing refunds and credits, accounting for inventory costs, and
tracking tax liabilities.

Reverse logistics programs can help make those activities
easier and more accurate by collecting and providing the nec-
essary information. For example, retailers and manufacturers
traditionally have clashed over the issue of credits and refunds
for returned products. Retailers sent back a product and
deducted for what they sent back from their payments. For
manufacturers, it was an annual nightmare trying to reconcile
the physical product with the paperwork. Now, with the proper
information gathering and dissemination, manufacturers can
immediately reconcile their customers’ claims. There are enor-
mous financial benefits to managing returns this way. Before,
manufacturers didn’t know their profitability until they recon-
ciled at the end of the year. Now, they don’t have to carry
unreconciled claims and they don’t have to build cash reserves
to cover those claims. The net effect is a reduction in the cost of
doing business.
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Outsourcing Reverse Logistics

Many companies are outsourcing most or all of their logistics
activities. These firms are using their reverse logistics outsource
supplier as a benchmark to help determine what and how
reverse activities should be performed and how much those
activities should cost. Often, these outsource suppliers perform
reverse activities better, and their customers find that using
these service firms reduces the administrative hassle of doing it
themselves. These outsource suppliers have become specialists
in managing the reverse flow and performing key value-added
services, such as remanufacturing and refurbishing.

Out of this focus on reverse logistics, some third-party pro-
viders are offering a new type of warehousing service dedi-
cated to the returns process. Here, returns are to be salvaged,
disposed of, or returned to the manufacturer, depending on the
customer’s needs.

Turning the job of reverse logistics over to a third-party pro-
vider allows customers to concentrate on their core compe-
tency. Just because you use a third party, however, doesn’t
mean you abdicate responsibility. The level of success in a
reverse logistics program is directly tied to your level of con-
trol. Very often, a virtual retailer will spend a lot of money in
getting returns back just so they keep the customer happy,
without really having a process or procedure that focuses on
that particular piece of the business.

Another reason for outsourcing the reverse logistics process
is that quality assurance also benefits. The outsourcer’s soft-
ware will usually provide retailers with computerized tracking
of products, which merchants can use to alert vendors of prob-
lems. In addition, the merchants can use the information to
make more-informed buying decisions, and so continue to
bring the rate of returns down.

Handling International Returns
Whether goods and materials are being returned for repair,
refurbishing, recycling, or resale, reverse logistics has its own
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unique considerations. In addition, when companies need to
manage returns across international borders, reverse logistics
becomes an even more complex process.

That complexity—not to mention the cost of freight, which
often outweighs the benefits of taking the item back—discour-
ages many companies from bothering with international
returns.

Yet, sometimes there are compelling reasons to become
involved in reverse logistics internationally. In some instances,
a returned product can be sold to recover some of the costs
incurred, says Dale Rogers, professor of supply chain manage-
ment at the University of Nevada-Reno. “If you can recover
some asset value out of the refurbished product above the cost
of transportation, it may make sense to ship it outside the coun-
try,” he says. “And if a company imports items into the United
States and they are returned by the end customer unused,” he
adds, “it may be possible to resell them in a third country and
claim a refund on the original import duties under duty-draw-
back regulations.”

Tips from the Pros

Managing returned goods across international borders is a
complex and specialized process. Here’s some advice from
experienced logistics professionals on what to watch out for.

Documentation

Be sure you know exactly which documents customs author-
ities in both the origin and destination countries will want.
Customs will accept nothing less than what is required. Some
governments require special documentation for returned
goods—when they leave or enter a country on a temporary
basis, for example. Be aware and ask all the questions about
how your specific circumstance affects documentation.
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Regulatory Controls

When highly regulated products, such as pharmaceuticals
and foodstuffs, cross borders because of quality problems or
because their expiration dates have passed, they inevitably
raise red flags with customs and other authorities. There are
laws in most countries about the quality of the products that
can be brought across their borders. These laws can be in con-
flict—such as when salvaged pharmaceuticals are shipped to
Europe but are rejected by customs authorities because
national laws prohibit entry of pharmaceuticals within six
months of their expiration date. It’s vital, therefore, that ship-
pers thoroughly research relevant laws in the destination coun-
try prior to making a commitment to ship regulated goods.

Valuation

When companies import returned goods, they usually prefer
to declare a used item’s resale value, which can be consider-
ably lower than its value when new. However, customs laws in
some countries may require shippers to use the item’s original
value. It’s important to straighten that out before shipping.

Barriers to Immediate Replacements

Before promising immediate replacement of parts to custom-
ers overseas, shippers should be sure there are no regulatory
barriers to providing that service. Some countries, such as Peru,
Colombia, and Ecuador, require preshipment inspections of all
commercial shipments—even replacement parts—prior to
export. These inspections are carried out by agencies
appointed by the importing nation’s government. Inspections
can delay emergency shipments, so shippers must consider that
when establishing repair-and-replacement services for interna-
tional customers.
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Cultural Differences

Shippers in the United States have many options for handling
returned goods, including resale in secondary (discount) mar-
kets, export to a third country, and destruction in landfills or by
incineration. However, cultural differences may limit a U.S.
manufacturer’s options when dealing with a customer overseas.
For example, U.S. manufacturers often include an allowance
for damaged merchandise and expect the customer to dispose
of those items. That’s not acceptable in the food industry in
Europe. Distributors and retail stores are encouraged to recycle
in whatever way they can. Their reverse logistics process is
built around recycling as the primary avenue for disposing of
merchandise. It is very different from the typical bill-back or
resell situation in the U.S.

Return Merchandise Authorization (RMA) Process
An RMA (return merchandise authorization) is a numbered
authorization provided by a mail-order merchant to permit the
return of a product. Most mail-order businesses have a policy
concerning returns. Some companies allow only defective
products to be returned; others allow any software to be
returned if it is unopened. To return a defective product, a typi-
cal process is:

• First, the customer must call the technical support office
and speak with a technician. The technician helps to
determine whether the product is indeed defective. This
usually involves the customer answering several questions
and following the technician’s directions for testing the
product in question. If the technician feels that the product
is defective, the technician issues an RMA. This process is
especially important concerning software. Most merchants
do not allow the return of software unless the packaging is
unopened. This policy prevents software piracy. Some
merchants allow the customer to send an email message
requesting an RMA instead of having to call.
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• Second, the customer must write the RMA number on the
outside of the box that the product is being shipped in. It is
important to mail all the original boxes, manuals, and any
other items along with the product. If a return is sent with-
out an RMA number, the merchant can return the product
to the customer or charge a restocking fee.

• Finally, the customer mails the product. Most merchants
recommend using a shipping company that can track
packages.

RMA numbers are important to both the merchant and cus-
tomer. An RMA number tells the merchant that a return is being
made and offers protection against fraudulent returns. The cus-
tomer can use the RMA number to inquire on the progress of a
return. For example, if the customer hasn’t received any infor-
mation about the return, the customer can call the merchant
and use the RMA number as a reference.

Sample Return Policy
General Terms
All products sold by ACME are brand new and are manufac-

tured to meet the highest industry standards. All prices and
specifications are subject to change without notice. Products
are shipped F.O.B. (Freight On Board) and become the sole
property of the purchaser upon delivery to the specified ship-
ping agent. For shipping damage, customers should file claim
to their carrier immediately. Any discrepancy, including wrong
items or missing items, should be reported to ACME within 24
hours. All packages will be shipped the following business day.
Because of the nature of the Internet, online ordering your pur-
chase from ACME acknowledges that you have read and agree
to these terms and conditions. All brands and product names
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mentioned are trademarks and/or registered trademarks of their
respective holders.

ACME Return Merchandise Authorization (RMA) Policy

• All order changes or cancellations should be reported prior
to shipping and by phone on 1-555-555-5555. Email is not
accepted.

• Brand name items may be returned for a replacement or a
complete refund.

• Generic items may be returned for replacement only.

• All returned parts may be subject to quality, operation,
and/or performance tests by ACME testing facility or by a
third party authorized by ACME. Upon the explained test(s)
results, nondefective generic items may be subject to a 15%
restocking fee.

• Defective return does not include returns for incompatibility.

• ACME reserves the right to replace defective parts or to issue
a refund if ACME sees more fit.

• All refunds after one week from the time item is received will
be of the original value or the current market price, which-
ever is less.

• There will be no refund for shipping under any circum-
stances.

• All products, unless otherwise stated, are covered by their
respective manufacturer’s warranties. Within thirty (30) days,
we will repair or replace, at our sole discretion, any product
that is deemed defective. After 30 days, the manufacturer's
warranty process must be followed.

• All returns require prior authorization and must be returned
in the original packing with all disks, cables, accessories,
and documentation, including manuals, warranties, and a
copy of original purchase invoice. To request a Return Mer-
chandise Authorization, call (555-555-5555), obtain an
RMA number, and clearly write the number on both the
invoice copy enclosed with the returned merchandise and

10_257_300.fm  Page 287  Wednesday, November 15, 2000  12:34 PM



E-COMMERCE LOGISTICS AND FULFILLMENT

288

on the packing from outside. Please keep the RMA number
and reference it when calling to check on the status of your
return. All calls requesting RMA should be in the time
designed for them (10:00 AM to 4:00 PM Monday through
Friday, excluding the national and religious holidays).
Incomplete or unauthorized returns will be refused and will
be returned to you.

What This Warranty Does Not Cover
This warranty does not cover: installation or service of prod-

uct; conditions resulting from consumer mishandling such as
improper maintenance or misuse, abuse, accident, or alter-
ation; all plastic surfaces and all other exposed parts that are
scratched or damaged due to normal use; products which have
had the serial number removed or made illegible; products
rented to others.

Limits and Exclusions
There are no expressed or implied warranties except as listed

above. ACME shall not be liable for special, incidental, conse-
quential or punitive damages, including, without limitation,
direct or indirect damages for personal injury, loss of goodwill,
profits or revenue, loss of use from this product or any associ-
ated equipment, cost of substitute equipment, downtime cost,
loss of data, programs or business information, or any other
losses, or claims of any party dealing with buyers from such
damages, resulting from the use of or inability to use this prod-
uct or arising from breach of warranty or contract, negligence,
or any other legal theory. All expressed and implied warranties,
including the warranties of merchantability and fitness for a
particular purpose, are limited to the applicable warranty
period set forth above.

State and Provincial Law Rights
Some states and provincial laws do not allow the exclusion

or limitation of incidental or consequential damages, or limita-
tions on how long an implied warranty lasts, or the exclusion
of warranty in certain situations, so the above limitations or
exclusions may not apply to you. This warranty gives you spe-
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cific legal rights, and you may have other rights, which vary,
from state to state and from province to province.

Software RMA Policy

We can only accept unopened boxed software for return
within 7 days of the purchase date. Defective merchandise may
be exchanged for the same item.

• All returned products must be accompanied by a Return
Merchandise Authorization (RMA) number. We do not
accept returns without an RMA. To obtain an RMA, send us
an email at rma@acmeonline.com.

• Please include the following information in your email.

Full name of purchaser (i.e., name of buyer)

Email address used to place order (i.e., johndoe@acmeon-
line.com)

Your four- or five-digit order number

If the product is opened or unopened

Reason for return

If the product is defective or damaged, please tell us if you
want an exchange for the same product

• Once you have an RMA, ship the product back to us. Make
sure you fill out the back of your yellow copy of your invoice
(this is your receipt) and sign it. You’ll need to cover the cost
of shipping, unless given alternative instruction from an
authorized Returns Representative. Please use a shipping
company that can track packages. We are not responsible for
lost or stolen merchandise.

• When your return has been received and processed, we will
credit your account or ship you a new copy of your software.
Any items marked “Back-ordered” are temporarily out of
stock. We will ship them to you immediately when they are
available.

10_257_300.fm  Page 289  Wednesday, November 15, 2000  12:34 PM



E-COMMERCE LOGISTICS AND FULFILLMENT

290

Back-order Policy

If you order an out-of-stock software title from us, we will
email you when we expect that product to be available. You
will be among the first to receive the item. ACME will not
charge your credit card for back-ordered items until we ship
your order. No additional shipping and handling charges will
be added when your order ships. Products on back-order will
be shipped using the shipping method you chose. If you would
like to change your shipping method, please send email to sup-
port@acmeonline.com and we will change it for you.

Reverse Logistics Glossary1

“A” channel–
The primary sales channel, carrying first quality goods that have
not been available elsewhere.

Advance Ship Notice (ASN)
EDI transaction that informs users what, where, how, and when
product is arriving.

Asset recovery
The classification and disposition of surplus, obsolete, scrap,
waste, and excess material products, and other assets, in a way
that maximizes returns to the owner, while minimizing costs and
liabilities associated with the dispositions.

“B” channel
Secondary sales channel for goods that have been through a
reverse flow. Can carry first quality goods.

Barter companies
Allow firms to get rid of unwanted inventories of first-quality and
other goods by trading for other products or for commodities such
as airline tickets or advertising time.

Brokers
In reverse logistics, brokers are firms specializing in products that
are at the end of their sales life. Often, brokers are willing to pur-

1. Source: Dr. Dale S. Rogers, Ph.D., professor of supply chain management at the University of
Nevada-Reno, and Dr. Ron Tibben-Lembke, Ph.D.
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chase any product, in any condition, given a low enough price;
often the customer of last resort for many returns.

Brown goods
Electronics goods (such as computers, televisions, fax machines,
and audio equipment).

Buy-out
When one manufacturer buys out a retailer’s inventory of another
manufacturer’s product. This allows the buying manufacturer to
replace its competitor’s product with its own.

Cannibalization of demand
In reverse logistics, cannibalization of demand is when secondary
market sales reduce sales in the “A” channel.

Cannibalization of parts
When parts or components are taken off one item and used to
repair or rebuild another unit of the same product.

Centralized return center (CRC)
A facility where a company’s returns are processed.

Chargeback
A deduction from a vendor invoice for product return amount;
sometimes occur without vendor permission.

Close-out liquidators
Firms specializing in buying all of a retailer’s product in some par-
ticular area; it usually happens when a retailer decides to get out
of a particular area of business.

Controlled tip
A sanitary landfill where refuse is sealed in cells formed from earth
or clay.

Core
A valuable and reusable part or subassembly that can be remanu-
factured and sold as a replacement part; often found in the auto-
motive industry.

Core charge
The amount charged by a supplier on a remanufacturable product
to encourage the consumer to return the defective item being
replaced.

Design for Disassembly (DFD)
Designing a product so it can be more easily disassembled at end-
of-life.
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Design for Logistics (DFL)
Designing a product to function better logistically. Taking into
consideration how the product will be handled, shipped, stored,
and so on.

Design for Manufacturing (DFM)
Taking manufacturing concerns into account when designing a
product, to enable easy manufacturing, cost effectiveness, or a
higher standard of quality.

Design for Reverse Logistics (DFRL)
Designing products so that their return flow functions better;
designing reverse logistics requirements into product and
packaging.

Disposition
How a product is disposed of, for example, sold at an outlet, sold
to a broker, or sent to a landfill.

Disposition cycle time
The duration of time from an item’s initial return to the item reach-
ing its final disposition.

Duales System Deutschland (DSD)
The German organization responsible for collecting and recycling
consumer packaging.

Electronic Data Interchange (EDI)
A system for business-to-business electronic communication.

Extended Producer Responsibility (EPR)
A requirement that the original producer of an item is responsible
for ensuring its proper disposal.

Factory-renewed
A product that has been refurbished by the manufacturer; typically
carries a full new-product warranty.

Footprint
Building size, in square feet. A large footprint store requires a large
number of square feet.

Gatekeeping
The screening of products entering the reverse logistics pipeline.

Gray market
Products sold through unauthorized dealers or channels; generally
do not carry a factory warranty.
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Green Dot
A symbol on packaging sold in Germany that indicates that the
product is eligible to be recycled through the Duales System
Deutschland.

Green logistics
Attempts to measure and minimize the ecological impact of logis-
tics activities.

High-learning products
Items that require education or instruction before being able to
operate; a computer, for example.

Insurance liquidators
Secondary market companies specializing in buying products
damaged in shipment and declared as losses by insurance
companies.

Investment recovery
See asset recovery.

Irregular
Products that do not meet the standards for first-quality product,
perhaps for cosmetic reasons, but which generally still satisfy most
of the basic performance requirements.

Job-out liquidators
Secondary market companies specializing in buying end-of-sea-
son products from retailers.

Landfill
A controlled environment for burying municipal solid waste.

Leachate
Water that seeps through a landfill, picking up pollutants as it
travels.

Lift
See buy-out.

Liquidator
A secondary market company that buys product that has reached
the end of its sales life in the “A” channel.

Logistics
The process of planning, implementing, and controlling the effi-
cient, cost-effective flow of raw materials, in-process inventory,
finished goods, and related information from the point of origin to
the point of consumption for the purpose of conforming to cus-
tomer requirements.
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Made-for-outlet
Products made especially to be sold at outlet stores; generally of
slightly lower quality than “A” channel products.

Marketing returns
Unsold product a supplier has agreed to take back from the retail
customer; usually overstocks; can be the result of product shipped
to the retailer with the understanding that sales are guaranteed.

Municipal Solid Waste (MSW)
Garbage generated by residences and small businesses.

Nondefective defectives
When customers return a product claiming it to be defective,
when in fact, the problem is not with the product, but often with
the customer’s ability to properly operate the product.

Nondefective returns
A nondefective defective returned by a customer.

Outlet sales
Products sold at an outlet store; typically irregular or off-season
products.

Overstock
Excess inventory; may be from ordering too much, order cancella-
tions, or product’s failure to sell.

Partial returns credit
Giving a customer a partial refund for a product because not all
components of the product are present.

Point of sale (POS)
The point where ownership of the product transfers to the customer.

Point-of-sale (POS) registration
Collecting customer registration information for warranty purposes
at the time the product is sold.

Prebate
Providing a discounted purchase price on a product linked to the
promise not sell the product to a remanufacturer at the end of its
life; paying the customer at the time of purchase for returning the
product at end-of-life.

Preselling
Contracting ahead of time (during the selling season) with a job-
out company to purchase all remaining product at the end of the
season.
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Primary packaging
The first level of product packaging; for example, the tube that
toothpaste is packed in, or a bottle that contains beer.

Producer pays
The principle that the manufacturer should pay for ensuring the
recycling and proper disposal of product at end-of-life.

Radio Frequency Identification (RFID)
A technology in which a tag that broadcasts a unique, low-fre-
quency radio signal is attached to each item.

Reclaim materials
See recycling.

Reclamation centers
Centralized processing facilities for returns; term used widely in
the grocery industry.

Reconditioning
When a product is cleaned and repaired to return it to a “like
new” state.

Recycling
When a product is reduced to its basic elements, which are
reused.

Refurbishing
Similar to reconditioning, except with perhaps more work
involved in repairing the product.

Remanufacturing
Similar to refurbishing, but requiring more extensive work; often
requires completely disassembling the product.

Re-returns
When a customer tries to return for full price a product that was
sold as a returned product.

Resell
When a returned product may be sold again as new.

Restocking fee
A charge to the consumer for accepting their returned product.

Returnable tote
Transport packaging that can be used multiple times to move
materials between or within facilities.
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Return abuse
When a customer tries to return a product at a chain other than
where they bought it, or for a price higher than what they paid for
it, or after the warranty period has expired.

Return Authorization (RA)
Authorization to return a product to a supplier.

Return Material Allowance (RMA)
Authorization to return a product to a supplier. Also called a
Return Merchandise Authorization.

Returns
Products for which a customer wants a refund because the prod-
ucts either fail to meet his needs or fail to perform.

Returns allowance
The quantity of product that a customer is allowed to return; usu-
ally calculated as a percentage of total purchases.

Returns center
Same as centralized return center.

Return to supplier
Returning damaged products or customer returns to the vendor
from whom they were purchased.

Return to vendor (RTV)
Same as return to supplier.

Reusable tote
Same as returnable tote.

Reuse
Using a product again for a purpose similar to the one for which it
was designed.

Reverse distribution
The process of bringing products or packaging from the retail level
through the distributor back to the supplier or manufacturer.

Reverse logistics
The process of planning, implementing, and controlling the effi-
cient, cost-effective flow of raw materials, in-process inventory,
finished goods, and related information from the point of con-
sumption to the point of origin for the purpose of recapturing
value or for proper disposal.

Rotable parts
Using a closed loop of repairable products; when a customer
sends in a broken product, a repaired product is sent, and the
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customer’s product is repaired and stored to be sent to another
customer.

Salvage
When a product is sold to a broker or some other low-revenue
customer.

Sanitary landfill
A landfill scientifically designed to prevent groundwater contami-
nation from leachate.

Secondary market
A collection of companies that specialize in selling products that
have reached the end of their selling season in the “A” channel.

Secondary packaging
The second level of product packaging; for example, the box that
contains a tube of toothpaste, or the carton that holds six bottles of
beer.

Secure disposal
Requiring a company to destroy the product under the supervision
of a security guard to ensure the product is destroyed.

Secure returns
A reverse logistics process designed to minimize leakage of prod-
uct; secure returns processes are designed to eliminate shrinkage
and unwanted product disposition.

Source reduction
Reducing the usage of resources at the point of generation or
production.

Supply chain position
The position in the channel that the firm occupies; this position
could be manufacturer, wholesaler, distributor, retailer, or combi-
nations of these.

Take-back
Requiring manufacturers to collect product at end-of-life to
reclaim materials and dispose of properly.

Tipping fees
The cost of disposing of one ton of garbage in a landfill.

Transport packaging
Packaging used for transporting products from manufacturers to
distributors or retailers.
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Two-dimensional bar coding
A bar-coding technology that allows much more information to be
stored in a given space; instead of a single row of line, the bar
code label consists of a two-dimensional grid of dots.

White goods
Household appliances such as washers, dryers, refrigerators.

Zero returns
Manufacturer never takes possession of returns. Destroyed in the
field by retailer or third party.
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Reverse Logistics Vendors

BHP Logistics Services
http://www.bhplogistics.com

Burnham
http://www.burnhamcorp.com

CF Reverse Logistics
http://www.cflogistics.com

Federal Express Worldwide Logistics
http://www.fedex.com

GATX Logistics
http://www.gatx.cpm
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Genco Distribution System
http://www.genco.com

UPS Worldwide Logistics
http://www.ups.com

USF Logistics
http://www.usf.com
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