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Abstract

As consumers become increasingly aware of the conveniences of online shopping, their
purchasing behavior becomes more complex as well. Online shoppers not only compare
prices or delivery times, but also consider additional factors such as the retailers' return
policies. Taking into consideration the inability of online customer to touch or feel the
physical product,the retailers may use this policy in order to protect consumers against the
possibility of product misfit. Thus, online retailer's return policy plays an important role in
consumer purchase behavior.

In this context, the purpose of this paper is twofold. The first goal is to analyze various
theoretical approaches related to return policy of online retailers (e-tailers) and, secondly,
this paper aims to present the findings of a research among undergraduate and master
students from The Bucharest University of Economic Studies. The objectives of the survey
were to identify the attitude of the young educated people regarding different aspects of the
return policy of the e-tailers. The results outline that free of charge returning and
availability of multiple options for returning an item bought online are the most important
characteristics of return policy that count for online customersand, generally, they are
satisfied with the return policies of the online stores.

Keywords: e-commerce, e-tailer,return policies, reverse logistics,consumer purchase
behavior.

JEL Classification: L81.

Introduction

As customer expectations grow higher and competition fiercer, retailers are seeking to
simultaneously cut costs and enhance the customer experience. In today's competitive
business environment, retailers are turning their attention to opportunities offered by
reverse logistics, both to address customer needs in the context of the omni-channel
shopping behavior and to extract more value from their returned goods (Terry, 2014). An
effective reverse logistics solution is quickly becoming a key competency and competitive
differentiator.

In the case of e-commerce, being in the impossibility to use all the senses, consumers may
not know whether a particular item will fit their needs or match their tastes and returns
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policies help to stimulate demand by protecting consumers against the possibility of
product misfit (Su, 2009). Consumers have to sacrifice the benefit of physical inspection of
the product,which increases the likelihood of dissatisfaction, with the purchase and the
returns (Mukhopadhyay and Setaputra, 2007).Thus, especially in the online environment,
consumers face valuation uncertainty regarding products and firms may wish to offer some
possibilities to compensate them for bearing risk(Dana and Petruzzi, 2001; Xie and Shugan,
2001).Thus, return policy, as a part of reverse logistcis strategy, is a crucial ingredient of
the B2C (Busines-to-Consumer) e-commerce business model.

The central issue for many online retailers (or e-tailers — electronic retailers) is the
challenge of transforming reverse logistics from a cost center to a profit-making activity,
especially because the true cost of returns is not only the logistics and product cost, but also
the damage to the customer-experience. To succeed not to alter this experience, but even
for improving it, the trader must hold information about the importance given by the
customer to different aspects of the return policy. In the context of such concerns is our
paper enframed, by presenting, first of all, a series of theoretical approaches related to the
importance of the return policy of e-tailers and, secondly, the results of a survey among
young Romanians - customers of online stores, regarding the degree of importance and
satisfaction on various aspects of return policies of online stores.

1. Literature review

Activities involving reverse logistics are often reactive in nature instead of proactive which
means it is often a result of a consumer or downstream channel member action and not a
result of a planning decision of an organization (Tibben-Lembke and Rogers, 2002).
However, organizations can behave proactively to avoid or to handle reverse flow. As
mentioned by Langley et al. (2008), proactive management of reverse flow can have
positive impact on the financial position of an organization.

For retailers, returns demand a good deal of strategic planning in order to minimize costs,
maximize trust and convenience for the customer and make the whole project feasible in
the light of profitability.How efficient an organization handles their reverse flow in the
supply chain will have a powerful impact not just on costs, but also on revenue and
customer goodwill. The way firms behave when handling customer returns is asignificant
issue in the formation of relationships of the customer with organizations.

For customers, the product returns offer the possibility to see if the customer orientation
professed during the sale matches the orientation at the time of the return (Moore et al.,
2014).This is a chance for customer to see how the firm interacts in a situation when
product moves back to the retailer. Research by Mermelstein and Abu-Shalback (2006)
shows that if the return management of products is convenient for customers, then they are
more likely to shop, and if the return management is troublesome, they are not likely to
shop there again.Also, return and reimbursement policies are among factors that contribute
to a positive experience related to an online acquisition from an e-shop, among comfort,
products’ availability and diversity, handling and payment conditions (Ramanathan, 2010).
In this context, return policies and processes continue to grow more important to online
shoppers. Consumers are considering the ease of use of the return policy and process as key
decision points on their path to purchase.Companies that succeed in meeting these
expectations have significant competitive advantages and a business model that is best
positioned for long-term success.
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The rise of e-commerce has meant an overall increase in return rates, particularly for
apparel, home goods, furniture, and other items best experienced in-person (Terry,
2014).Some customers buy several similar items with the intention of keeping only the one
they like best. One way to overcome the negative effects of the return rate is to attract more
customers. Thus, the return policy of e-tailers become a strategy to attract more customers,
as mentioned by Pei, Paswan, and Yan (2014).

Online retailers realize that buyers will be uncertain about many aspects of the Internet
shopping experience. Not only buyers are unable to inspect the goods before buying, but
they are worried about security of the transaction and they are concerned about delivery
time (Bonifield, Cole and Schultz, 2010).In this case, the role of an appropriate return
policy is to help the internauts to overtake these risks.

While returns will always be a part of business, this don’t have to be a liability for business.
Effective reverse logistics processes can make it a competitive advantage, increasing the
efficiency, retaining customers and fostering growth for the business. By improving the
consumer experience and bringing policy and procedure more closely in line with consumer
expectations, it’s possible to turn what can be a problem for retailers into an advantage. As
indicated byKirmani and Rao (2000), return policy may underlie a competitive advantage.
While offering free shipping is already fairly common among online retailers, offering free
and no-hassle returns has never been a widely-accepted practice among online sellers. On
this line, these attributes can play the role of a key differentiator between e-tailers. A return
policy, like a product warranty, is a special type of signal (default contingent-cost risking)
that can be used by online retailers to alert buyers about their competitive advantage. In
order to attract consumers and to reveal the quality of their web site, high quality e-tailers
will set lenient return policies,asevidenced by Bonifield, Cole and Schultz (2010).Also,
Moorthy and Srinivasan (1995) indicate that generous returns policies help to signal high
quality for consumer.

The fact that returns are one way for retailers to differentiate themselves results also from
recent research findings (UPS, 2015) which indicate that lost sales may result from
inflexible returns policies. Consumers have the highest intent to purchase when they can
return to store for freeor ship back to retailer for free using pre-paid label. Thus, it follows
that cost and convenience are the top returns factors influencing purchase decisions.

2. Research objectives and methodology

Starting from the literature review hypothesis we made an exploratory research on the some
students from undergraduate and master level in business administration.The purpose of the
research wasto identify the attitude of the young educated people regarded to the return
policy of the e-commerce retailers.

Some of the main objective was:

- Emphasizing of the importance given by the consumers to the opportunities of
returningthe products purchased from e-commerce shops;

- The knowing of the degree of satisfaction of individuals from our research sample to the
return policies of companies that operate in the online environment.

Hypotheses followed in this research were developed in line with the goal and objectives
above. Thus, these hypotheses are:

1. Most of the people investigated consider that it is very important to have multiple
possibility of returning an item bought;
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2. Free of charge returning policy is the most important characteristic related to the return
policy, from those investigated;

3. Time and ways in which a costumer receive money for a returned item are not so
important that receive all the money back;

4. The respondents are satisfiedwith the possibilities offered by online shops regarding
returning methods.

The research was conducted during January-March 2016 and was based on a structured
questionnaire about the behavior of the young educated people regarded to the e-commerce,
which contained 11 questions - 8 of content and 3 of identification. From these questions in
this paper we will analyze only to that questions which are related with return policy of the
e-commerce shops. Content questions were both closed and open.Closed questions were
with unique responses, with multiple choices, simple questions, but also matrix. The
questions related to the return policy werealso matrix. The questionnaire was posted on the
website isondaje.ro and student participation was voluntary.Therefore, the questionnaire
was self-administered.

The sample studied was chosen at random, based on the voluntary choice of the students to
participate in research.Even if it is not representative, the sample is relevant from the
perspective of people active in online trading, with higher education and which have
knowledge of e-commerce.Totally, at research participated 328 students, from family with
average income, mostly women (70 % women and 30 % men).

3. Results and discussions

According to the data acquired, the most of the respondents prefer to make the online
acquisition of the products using Romanian e-commerce shops (51.8% of all interviewed
people). In the same time, a significant proportion of sample, 43% of them,states thatused
to make purchases on Romanian and foreign online shops.

Regarding to the preferences in the online shopping, the most frequently listed types of
products bought are: IT & C, electronics/appliances - 210 respondents (17.7% of the total
optionsprovided), clothing/footwear - 207 respondents (17.4% of total options provided),
followed tied by the other three product categories - jewelry and accessories, cosmetics and
personal care and tickets to events, shows, etc.each with 125 responses, representing 10.5%
of choices provided. The structure of products purchased largely reflects the status of the
persons from sample, respectively educated youth,with knowledge of e-commerce, living
alone or in the same households with parents

The main reasons given by respondents for online purchases refers to the time savings,
lower prices compared to traditional stores and speed of delivery at home.This
reflectseither the reduced availability of time spent for purchase items, or allocation of this
in other purposes, a lot of students already having a permanent job.

In order to identify the opinion of the young consumers we asked theRomanian students
referring to the importance of possibility of returning an item bought and the level of
satisfaction related to the return policy. We considered in our research,to find their opinion
related to several matters about subjects in discussion like:

¢ Available options for returning an item bought;

e Multiple choices for money refund;

e Reimbursement term of the amounts paid;

¢ Information about returning policy;
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e The ease of the process of returning the goods;

e Free of charge returning;

o If it is possible to change an item bought.

The first directionof our research was to know how important are all this when they want to
buy a product from an e-commerce shop and how are they influenced when choose from
which seller will buy.For each characteristics response options were divided into 6 levels of
importance, from very important to not important, as is shown in the figure no. 1.

Importance of returning policy of e-commerce shops in buying process

350
300
250
200
150
100
50
]
Multiple Product return Multiple Reimbursement Detailed The ease of the  The possibility
choices for free of charge choices for term of the information on  return process  of the change of
product return refund amounts paid the site buyed goods
regarding the
return policy
Enotimportant  Munimportant 8 rather unimportant  Erather important  Bimportant  ® very important

Figure no. 1: Importance of the returning policies of e-commerce shops
in the buying process

Related to the possibility of returning an item bought, Romanian buyer can do that by mail,
using a delivery services company and directly to the retailer office. The people asked give
a very much importance to the fact that they have multiple choice alternatives and they will
buy from that shop which give them more alternatives. Only 7% of respondents hasn’t
chose the options important or very important and almost two-thirds consider that it is very
important to have many possibility of returning, which confirmes the hypothesis no. land
reveals that online retailers must offer as many ways to receive unwanted or damaged
product.

The most important policy for our respondents is free of charge returning, which certifies
hypothesis no.2. It is noteworthy that ampleness researches (UPS, 2015) showed results
similar to those recorded by our study, indicating that free shipping is the top aspect
leading to a positive returns experience. But digging deeper, it becomes clear that online
consumers want this process to be conducted quickly and efficiently. Even though it is
highly desired policy, for the retailers is a very expensive one. If we take in consideration
that “for example,in 2014, returns cost retailers across the USA a total of $280 million”
(Dhal, 2016), we can appreciate that though offering this possibility to the costumer,
retailers will increase their revenue, but in the same time they may have higher costs.
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The percentage of those who consider that it is important to have many possibilities to
receive the money for the product returned approaching by those who consider that is very
important, which shows that is not very relevant how they get the money, but is matter to
get it back. If we take in consideration responses related to the question about how long is
the term for the returning the money, we have the confirmation of the hypothesis no. 3.

The correlation coefficient between the two sets of data, multiple choices for the returning
the money and the term for the returning the money, is 0.55 fact which confirms that it is a
strong correlation between them.

A clear and reachable return policy can increase the sales, especially if the returning
process is easy and the costumer does not have to make a big effort. In a survey conducted
in USA in 2012 revealed that 63% of consumers checking out a web retailer’s returns
policy before making an online purchase (Demery, 2012) and around for 40% abandon
their online shopping if the delivery process is too expensive or too long.

An interesting thing is that the number those who think that it is important that online shops
must have detailed information about return policy is equal with those which think is very
important, but the sum of both options are more than 85% of respondents.This results show
us that as against survey presented above, our costumers are more interested by this kind of
information.

In the same time, many of retailers have stipulated in their return policy the possibility of
changing the product bought to another. Almost all of our respondents are very interested
or interested by this optionwhich reveals that both, the consumer and the seller gain a profit
from this policy. The consumer can make a better choice, purchasing an item more desired,
even more expensive, and the seller that can, maybe, increase their selling and gaining a
satisfied costumer which will came again to buy something in the future.

The second direction of our research was to find the degree of satisfaction of individuals
about the return policies of companies that operate in the online environment. For each
characteristics response options were divided into 6 levels of satisfaction, from very
satisfied to not satisfy and the distribution of responses are presented in the figure no. 2.

180 Satisfaction degree regarding return policy
160
140
120
100
80
60
40
20
0

altematives for the alternatives forthe  the timeliness of compliance with the ease of return
return options repayment of the refund of conditions of process
amounts amounts return policy
m totaly unsatisfied ™ unsatisfied ® rather unsatisfied ™ rather satisfied m satisfied very satisfied

Figure no. 2: Satisfaction degree regarding return policy
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The number of persons who are rather unsatisfied (the fourth degree of satisfaction) is
double that of who answered that are rather important (the fourth degree of importance).

All this values show us that though people have greater expectations when bought online,
the level of importance is higher, the buying experiences of our students are different.

In contrast to the responses from the previous direction of research, where at all the subjects
in discussion the number of persons which answered have chosen the most important
degree of importance (very important) was greater than the following one (important), here
the situation is reverse. Thus, the larger number of respondents have chosen the second
degree of satisfaction (satisfy), followed by very satisfied, rather satisfied, rather unsatisfied
and unsatisfied. The number of persons who are not satisfy is insignificant, tends to or is
Zero.

The respondents are satisfied by the possibilities offered by e-tailers in terms of both ways
of returning the goods and refund of amounts, which confirmes the hypothesis no. 4. Also,
they consider satisfactory the ease of return, the conditions of return policy and the
timeliness of the refund of amounts.

Another thing to note is that for all subjects in discussion the percent of respondents who
have chosen rather satisfiedis almost 20%, only for the “available options for returning an
item bought” is closer to 10%. In this way responses are better distributed between first
three variants.

Conclusions

The return experience is an important part of the impression the retailer makes on the buyer
and is even more important for online shoppers, we can even say that the return policy is a
vital success factor for online retailing, taking into consideration the risks associated with
purchasing products via the Internet.

Considering the degree of importance given by the respondents of our survey to different
elements of the return policy, the online retailers must take into consideration that, when it
comes to returns, online shoppers want: affordability - to keep customers happy, is
important that e-tailers eliminate or minimize the cost of return shipping that devolve upon
customer;convenienceand flexibility - there’s a reason why people gravitate toward online
shopping: it’s convenient. They don’t have to deal with crowded malls or long lines. The
same concept should apply to a returns process and this can be achieved through an easy
return process, flexibleterms and by providing more options for returning products. Nobody
wants to deal with the pressure of meeting a tight return deadline. By offering a flexible
window of time for returns, a company shows that it values its customers;clarity -
apositive returns experience starts with clear communication and for this reason online
retailers should make their return policies simple to understand, clear, concise, customer-
centric and easy to find on their websites. A good policy outlines what can be returned,
whether customers will be granted a full refund or store credit, how long they have to make
a return and if return shipping is free. Taking the time to clearly spell out these details will
show customers that the business is one they can trust.
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