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RETURN TO SENDER 
Retailers must prepare for the increasing consumer demand of try-before-you-buy programs 

by SANDY SMITH 

T here is no doubt that today's consumers are increasingly demanding and fickle to boot. They're not 
altogether loyal. Now, they want to try on products in the comfort of their home and easily ship back 
what they don't want. You'd better not charge them for shipping or returns — and forget about 
charging them for an item until they decide they want to keep it. 

Retai lers t h a t have learned t o navigate th i s — 

St i tch F i x , M M . L a F l e u r a n d T r u n k C l u b a m o n g 

t h e m — have seen success. A l l signs p o i n t t h a t 

m o r e w i l l f o l l o w . 

N e w research f r o m B n g h t p e a r l — a backoffice 

a u t o m a t i o n sof tware f i r m — f inds tha t o n e - f o u r t h 

of retailers c o u l d adopt some f o r m of t ry -before -you-

buy by 2019. A n d for g o o d reason: T w o - t h i r d s of 

retailers w i t h 250-499 employees say this behavior 

has g r o w n i n the last year — especially a m o n g 

shoppers between the ages of 25-34 . 

S t i l l , i t is not an easily mastered approach. Shipping 

costs threaten to cut i n t o an already t i g h t m a r g i n . 

O t h e r perils awai t i n areas l ike f raud and inventory. 

" W h a t w e w a n t e d t o h i g h l i g h t w i t h th i s 

research is the h i d d e n dangers to re ta i lers t h a t 

have a n o n l i n e business , " says J u s t i n Press, 

B r i g h t p e a r l U S A vice pres ident . " W h i l e benef i ts 

o f t r y - b e f o r e - y o u - b u y have been w i d e l y c o v e r e d , 

we believe t h a t the effect hasn ' t . Reta i lers are 

a l ready r e a c h i n g a crisis p o i n t w i t h r e t u r n s be ing 

squeezed. T h i s w i l l o n l y squeeze m a r g i n s even 

f u r t h e r . " 

Even i f a retai ler has no f o r m a l p r o g r a m , one-

f o u r t h o f shoppers surveyed say they had b o u g h t 

m u l t i p l e items w i t h the i n t e n t i o n of r e t u r n i n g some. 

" C o n s u m e r s are d e m a n d i n g t h i s , " says Eric 

M o r i a r t y , vice president o f B-Stock, an o n l i n e 

marketplace p l a t f o r m for b u l k l i q u i d a t i o n . " I t ' s 

real ly compet i t ive o u t there, a n d companies are 

d o i n g e v e r y t h i n g they can to capture the m i n d s h a r e 

of the consumer. O n e o f those is o f f e r i n g real ly l a x 

customer r e t u r n pol ic ies . T r y - b e f o r e - y o u - b u y is t h a t 

approach o n steroids." 
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Despite the n u m b e r s , "retai lers are t h i n k i n g 
a b o u t h o w they deal w i t h the i r i n c o m i n g sales 
d e m a n d , " Press says. " N o n e o f t h e m are t h i n k i n g 
about h o w they deal w i t h the r e t u r n s process. 
T h e y have systems i n place to handle o m n i c h a n n e l 
se l l ing but are n o t t h i n k i n g about o m n i c h a n n e l 
r e t u r n s . T r y - b e f o r e - y o u - b u y is g o i n g to t r i p l e 
r e t u r n costs. T h a t is a serious concern f o r retai lers , 
and the vast m a j o r i t y are dras t i ca l ly u n p r e p a r e d . " 

MANY HAPPY RETURNS 
W h e t h e r the retai ler offers a f o r m a l t ry -be fore -

y o u - b u y p r o g r a m , or just deals w i t h the f a l l o u t o f a 

shopper w h o chooses to order mul t ip les and r e t u r n 

w h a t doesn't w o r k , the compl ica t ions f o r retailers 

are vast. 

" E v e r y t h i n g is speeding u p , " M o r i a r t y says. 

" W i t h fast fashion a n d t r y - b e f o r e - y o u - b u y , 

companies are s w a p p i n g o u t i n v e n t o r y m o r e 

q u i c k l y . I f you're p u l l i n g i t o f f the shelf m o r e 

q u i c k l y , where does i t go? Y o u have to have a 

m e t h o d o l o g y f o r g e t t i n g r i d of tha t and not g e t t i n g 

k i l l e d on price i f you're n o t p u t t i n g i t o n the shelf, 

a n d y o u can't just t h r o w it away a n y m o r e . " 

B-Stock's belief, M o r i a r t y says, is t h a t w i t h i n a 

decade, r e t u r n s w i l l approach a t r i l l i o n d o l l a r s . 

" T h i n k of the i m p a c t t h a t w i l l have o n warehouses. 

I f y o u d o n ' t have some w a y t h a t e f f ic ient ly moves 

tha t i n v e n t o r y you're i n b i g t r o u b l e . There is 

discussion about the i m p o r t a n c e of being able to 

process those r e t u r n s . There are technologies t h a t 

d o t h a t . One of the th ings t h a t you're hear ing f r o m 

these companies , one of the biggest impacts , is the 

i m p a c t o n m a r g i n . I f y o u do n o t have an effective 

and ef f ic ient m e t h o d for l i q u i d a t i n g this i n v e n t o r y , 

it 's g o i n g to be t o u g h . " 

Press anticipates a n increasing need for 

warehouse v i s i b i l i t y . "Retai lers have to b u i l d a 

single source o f i n f o r m a t i o n a r o u n d the customer 

r e t u r n s , " he says. " I f you k n o w w h a t items have 

been r e t u r n e d i n the past, th is w i l l help w i t h the 

accuracy o f i n v e n t o r y forecast ing. I f they central ize 

the data , they can preauthor ize the re turns to get 

the re turns back i n faster." 

I t m a y sound l ike a huge p i l l to s w a l l o w . But 

retailers t h a t l o o k o n l y t o m i n i m i z e the i m p a c t 

miss the o p p o r t u n i t y tha t the t r e n d holds . " I f y o u 

can get the r i g h t strategy, there is o p p o r t u n i t y , " 

Press says. " C u s t o m e r s say they are m o r e l ike ly to 

order three to f ive items i f the r e t u r n policies meet 

the i r expectat ions . T h e key is to capital ize o n th is 

w i t h o u t c a n n i b a l i z i n g m a r g i n s . " 

A n d the answer is not i n c h a r g i n g for r e t u r n s . 

T h e B r i g h t p e a r l s tudy f o u n d t h a t 48 percent o f 

retailers charge for re turns — up f r o m 39 percent 

the year before. " T h a t cer ta in ly is an o p t i o n , but it 's 

at odds w i t h the demands of customers and they w i l l 

f i n d themselves unable t o compete . " 

NOT JUST FOR ECOMMERCE 
W h i l e the i n i t i a l i n n o v a t o r s i n the t ry -be fore -

y o u - b u y t r e n d are ecommerce operat ions , there is a 

role for b r i c k s - a n d - m o r t a r . N o w h e r e is t h a t m o r e 

o n display t h a n at b8 ta , a retailer w i t h 10 stores 

t h r o u g h o u t the U.S. where consumers can t o u c h a n d 

see the latest i n tech. b8ta also is i n 70 Lowe 's stores 

t h r o u g h o u t the c o u n t r y and i n M a c y ' s f lagship i n 

H e r a l d Square. 

b8ta focuses o n showcasing products — n o t o n 

sales. I n some cases, the p r o d u c t isn't even available at 

the store. That 's by design, says founder and president 

P h i l l i p Raub. "Consumers should be able to make the 

purchase where it's most convenient, where they have 

t w o - d a y shipping or a loya l ty p r o g r a m . T h e idea is 

tha t y o u shouldn' t feel tha t something was pushed o n 

y o u , but tha t y o u made the proper decision and o n 

y o u r o w n terms. It's about education and discovery." 

b8ta makes its money n o t by selling the p r o d u c t 

but by demonstra t ing it for the manufac turer . " T h e 

internet has created the ab i l i ty for us to see many 

new products , whether that's i n apparel , consumer 

electronics or home f u r n i s h i n g s , " Raub says. " I f 

y o u were to go o n l i n e , you w o u l d be completely 

o v e r w h e l m e d . " 

H e sees a need f o r r e t a i l space to " e v o l v e " where 

physical space enhances the o p p o r t u n i t y to discover. 

I t m i g h t just breathe new l i fe i n t o the m a l l concept . 

"People are w a n t i n g to be enter ta ined. T h e y m a y 

n o t necessarily be i n a s h o p p i n g m o d e , b u t just 

o u t h a v i n g a g o o d t i m e . They w a n t to have the 

experience to discover s o m e t h i n g n e w a n d t r y i t o u t . 

But they m a y n o t be inc l ined t o buy i t . T h e y m a y n o t 

w a n t to car ry i t a r o u n d the m a l l . " 

I t also is a w a y for retailers t o monet ize w i t h o u t 

the challenges of s h o w r o o m i n g , where a customer 

explores the p r o d u c t i n store and t h e n purchases 

o n l i n e to save a f e w bucks. b8ta stores range f r o m 

2 , 5 0 0 square feet — the "sweet spot , " R a u b says — 

to 2 0 0 square feet. 

T h e b8ta stores, t h e n , a l l o w customers to t r y o u t 

products w i t h o u t the pressure to purchase. T h i s 

also ups the requirements for the store's associates, 

w h i c h are cal led b8ta testers, t o be k n o w - i t - a l l s o n 

the h i g h l y technica l p r o d u c t s . " T h e y are very h i g h l y 

educated and t r a i n e d i n d i v i d u a l s , " R a u b says. " W e 

require t h a t a l l o f o u r makers do extensive t r a i n i n g 

sessions w i t h o u r teams . " 

T h e teams use tools l ike the messaging app Slack 

to connect w i t h other b8 ta testers. "Everyone has 

v i s i b i l i t y w i t h e v e r y t h i n g that 's h a p p e n i n g w i t h the 
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stores," R a u b says. 

" I f someone has a 

cjuestion, ' I have a 

customer w h o w a n t s to 

k n o w t h i s , ' the w h o l e 

c o m m u n i t y responds." 

A l l o w i n g customers 

t o explore e v e r y t h i n g 

f r o m an e-bike to a n 

air p u r i f i e r w i t h o u t the 

pressure t o purchase 

is the latest e v o l u t i o n 

i n the c h a n g i n g face of 

r e t a i l , R a u b says. " Y o u 

can' t just pure ly t h i n k 

of y o u r stores as t h a t last m i l e p o i n t o f commerce . 

Consumers d o n ' t t h i n k of i t tha t way. T h e y d o n ' t 

say, ' th is is o n l i n e or o f f l i n e . ' T h e y t h i n k of i t as a 

means of c o m m e r c e . " 

OUT WITH THE OLD 
W h i l e b8ta m i g h t have f o u n d a w a y t o e l iminate 

the re turns tha t go w i t h t ry -be fore -you-buy , i t s t i l l 

is a challenge f o r m a n y retai lers , especially w i t h an 

average o f f o u r re turns per customer per m o n t h . 

" T h e cost of processing those re turns , i n terms of 

paying to ship the i t e m to the customer and back — 

you can o n l y do that so m a n y t imes before the cost o f 

the shipping is more t h a n w h a t you're sell ing i t f o r , " 

M o r i a r t y says. "There is an economics of the t r y -

before-you-buy m o d e l at some p o i n t , where y o u have 

to accept that the m a r k e t doesn't w a n t to buy t h i s . " 

That ' s where l i q u i d a t o r s come i n . C o m p a n i e s 

l ike B-Stock enable retai lers to o f f l o a d l i q u i d a t i o n 

i n v e n t o r y by the p a l l e t or t r u c k l o a d . B-Stock 

offers a p l a t f o r m f o r its customers to sell p r o d u c t s 

d i r e c t l y to business buyers v ia t h e i r o w n b r a n d e d 

a u c t i o n site. 

B-Stock w o r k s w i t h n ine of the t o p 10 retailers i n 

the U.S. " T h e m a j o r i t y of the i n v e n t o r y that 's being 

sold i n o u r n e t w o r k is r e t u r n s , " M o r i a r t y says. " I t ' s 

n o t just overstock i n v e n t o r y . " 

A n effective l i q u i d a t i o n p r o g r a m offers a w a y to 

capital ize o n w h a t M o r i a r t y terms " b o t t o m - l i n e 

recovery." " T h e r e are h i g h costs associated w i t h 

processing i n v e n t o r y back o n shelf or sel l ing a single 

i t e m at deep d i scount . W h e n you're g e t t i n g t h a t 

k i n d of recovery i n y o u r l i q u i d a t i o n s o l u t i o n , the 

economics of these p r o g r a m s start to w o r k . Y o u can 

offer th is t r y - b e f o r e - y o u - b u y because y o u have a 

very l i q u i d secondary m a r k e t s o l u t i o n t o sell excess 

i n v e n t o r y and get a decent r e t u r n . " 

There is a l i m i t to r e t u r n s , whether t ry -be fore -

y o u - b u y or t r a d i t i o n a l , M o r i a r t y says. " I f an i t e m 

is r e t u r n e d five t imes , chances are, people d o n ' t 

w a n t t h a t i t e m , " he says. " V e r y q u i c k l y , y o u c a n 

r u n yourse l f out o f business. It 's u n p r o f i t a b l e 

t e r r i t o r y . " 

THE FRAUD CONSIDERATION 
M o r e b r o a d l y , r e t u r n s are a n area r i f e w i t h 

f r a u d . T o m R i t t m a n , vice pres ident o f m a r k e t i n g 

f o r the data a n d analyt ics c o m p a n y A p p r i s s 

R e t a i l , puts the f i g u r e at about 9 percent o f i tems 

b o u g h t o n l i n e and r e t u r n e d i n store. A s r e t u r n s 

increase, it 's o n l y n a t u r a l t o expect t h a t f r a u d 

w i l l increase a l o n g w i t h t h e m . 

"Because w e k n o w h o w m u c h f r a u d exists , w e 

expect t h a t there w i l l be t h a t a m o u n t of f r a u d 

a n y w h e r e , " R i t t m a n says. " W e have seen studies 

t h a t there is m o r e f r a u d w i t h i tems purchased 

o n l i n e . W e w o u l d expect a c o m m e n s u r a t e 

increase i n f r a u d . " 

T h a t means a m o r e n u a n c e d u n d e r s t a n d i n g of 

customers is i m p o r t a n t . " T h e di f ference between 

a great cus tomer a n d a d e v i a n t shopper is m o r e 

t h a n h o w m a n y i tems they b u y a n d r e t u r n , " 

R i t t m a n says. " T h e y s h o u l d be l o o k e d at i n the 

d i f f e r e n t i tems t h a t they buy, the t imes o f day a n d 

m o n t h , h o w l o n g they keep i t before they r e t u r n 

i t , where they r e t u r n i t . " 

Subscr ipt ion-based p r o g r a m s l ike S t i t ch F i x are 

less l i k e l y to encounter f r a u d , R i t t m a n believes. 

But l i k e t r y - b e f o r e - y o u - b u y — w h e t h e r d r i v e n by 

the c o m p a n y or the customer — i t s t i l l requires 

retai lers t o have m o r e ins ight i n t o t h e i r r e t u r n s . 

" N o t a l l r e t u r n s are b a d , " R i t t m a n says. " I f 

the cus tomer r e t u r n s i t to the store, that 's a t i m e 

w h e n a re ta i ler can t r y to c o n v e r t t h e m . O u r 

t h e o r y is t h a t r e t u r n s are p a r t o f r e t a i l , w h e t h e r 

b r i c k s - a n d - m o r t a r or ecommerce . There's a lways 

g o i n g to be some f r a u d . But the people w h o m a k e 

the most r e t u r n s are o f t e n the best shoppers . 

Y o u w a n t t o u n d e r s t a n d w h o the shopper is, 

m i t i g a t i n g the 

r i sk of f r a u d and m a x i m i z i n g the p o t e n t i a l f o r 

new sales." 

T h a t u l t i m a t e l y is the benef i t o f t r y - b e f o r e - y o u -

buy — at least w h e n e v e r y t h i n g else is h a n d l e d 

correc t ly . Customers say they w i l l buy m o r e . 

T h e B r i g h t p e a r l s tudy f o u n d t h a t a l m o s t one i n 

f ive shoppers say they w o u l d b u y m o r e items i f 

t r y - b e f o r e - y o u - b u y was an o p t i o n . H a l f say they 

w o u l d consider m a k i n g m o r e purchases. 

" I t ' s a chal lenge, f o r sure , " Press says. " B u t i f 

they can f i n d the r i g h t s o l u t i o n , i t becomes a n 

o p p o r t u n i t y . " STORES 

Sandy Smith grew up working in her family's grocery store, 

where the only handheld was a pricemarker with labels. 
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