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By lorie King rogers, Associate Editor 

modern best practices

reverse
logistics

the best practice in 
reverse logistics is to 
prevent product from 
coming back in the 
first place. since that’s 
unlikely, it’s important to 
understand why goods 
are returned and learn 
how to capture the 
greatest value from the 
process.

Learn from your returns

in a busy returns operation, workers scan and check in items, place them into 
“returns” totes and load them onto conveyors that route them to the proper 
put location.
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R
everse + logistics = reverse 
logistics. Sounds like a basic 
equation, one that would 
imply that reverse logis-
tics is simply the supply 

chain moving backward. But if you ask 
Shibesh Banerji, principal consultant at 
Tompkins Associates (800-789-1257, 
www.tompkinsinc.com), he will tell you 
that the process isn’t so simple. In fact, 
Banerji and his colleagues prefer the 
term service supply chain to represent 
the scope of reverse logistics.

The service supply chain starts the 
moment a product is sold to a consumer 
and lasts right up until the end of its 
useful life, explains Banerji. “There 
was a time when we would receive a 

returned item and dump it. Nobody 
really cared what happened afterward. 
An OEM or retailer would wash their 
hands of the item and move forward.”

Not anymore. That practice is chang-
ing, and there’s a lot more focus on mov-
ing backward. Suppliers and retailers are 
paying attention to returns whether they 
like it or not. “Reverse logistics is like a 
diet—you know it’s good for you, but it’s 
hard,” says Don Derewecki, assistant 
vice president at TranSystems (201-368-
0400, www.transystems.com).

To successfully handle reverse logis-
tics, first a company should ask a num-
ber of important questions: Are returns 
part of our core competency? Are we 
properly equipped to handle returns? 

And, what’s the financial impact of han-
dling the product, again?

Know the cost
Start at the top with the bottom line. 
“Make sure systems are in place to 
determine costs,” says James Stock, a 
professor of marketing at the University 
of South Florida in Tampa (USF, 813-
974-2011, www.usf.edu). “You can’t 
make valid decisions without knowing 
the numbers. You need accounting and 
IT systems in place to calculate the 
cost benefits of retaining or outsourcing 
your reverse logistics operation.”

But whether you handle returns in 
house or outsource, Banerji says, your 
company’s decision should not be 

after returns have been received, scanned and entered back into the system, an aerial put system sends 
them back to designated storage locations, where they are available to be picked for a future order.
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based on a short term financial 
gain, but rather with the intent 
of developing long term sus-
tainable and consistent qual-
ity solutions that benefit your 
customers.

De-risk the process
When a product comes back, 
regardless of the reason, the 
return suggests an unhappy cus-
tomer. “Many companies have 
built their customer base from a 
good returns process and a fair 
return policy,” says Derewecki. 
“So, in the end, the customer 
feels confident that they won’t 
get stuck with something they 
don’t want or doesn’t work.”

Make the returns process 
quick and easy. “The biggest 
reason people don’t shop online 
is the pain and suffering of the 
returns process,” says Brian 
Kinsella, senior product man-
ager for Manhattan Associates 
(770-955-7070, www.manh.
com). “More progressive retail-
ers are de-risking the Internet 
shopping experience by giving 
the end user the tools they need 
to return an item up front. In 
the long run, this saves time and builds 
customer loyalty.”

These tools include return shipping 
labels included in the package or online 
instructions that begin the returns 
process. Either way, the data captured 
sends an alert that product is on its way 
back. But on its way back where? That 
depends.

Find the right 3PL
If handling returns is not part of your 
operation’s core competency, hand it 
over to a third-party logistics (3PL) 
provider. Antony Francis, president of 
ATC Logistics & Electronics (800-466-
4202, www.atcle.com) says it’s impor-
tant to find the right fit for your needs 
and products. 

When searching for the right 3PL, 

he says to look for following: teamwork 
between your company and the 3PL; a 
solid understanding of the issues to be 
addressed and an in-depth knowledge 
of industry best practices across the 
entire supply chain; current technol-
ogy and the ability to customize it to 
your needs; speed of reaction; a sys-
tem that incorporates ISO standards, 
lean, Six Sigma and/or 5S; history of 
customer service excellence; commit-
ment to sustainability.

“This model fits all verticals,” says 
Francis. “Whether high or low vol-
ume, high or low tech, each of these 
attributes will be present to differing 
degrees.”

In addition to hands-on exper-
tise that comes from years of similar 
operations, a good 3PL will keep its 
eyes on the 24/7 information highway, 

says Bruce Mantz, execu-
tive vice president of ADS 
Logistic Services (877-
237-1330, www.adslp.
com). “We constantly 
monitor current events, 
news, and weather because 
somewhere down the road 
there may be a return logis-
tics requirement that’s an 
outgrowth of that event. 
It’s also important to watch 
news and events overseas 
because the impact will 
ultimately ripple onto our 
shores,” he says.

Increase your visibility
An IT platform focused on 
reverse logistics is impor-
tant for operations that 
handle their own returns. 
“Software is an important 
tool in the reverse pro-
cess,” says Pat Anderson, 
senior solutions architect of 
TAKE Supply Chain (512-
799-0741, www.takesup-
plychain.com). “It provides 
visibility into the entire sup-
ply chain, expedites the pro-
cess, and collects the data 

that can identify challenges and lead to 
improvements.”

Visibility also enables planning and 
flexibility. “The key to software is con-
figuration not customization,” says 
Scott Zickert, product manager of dis-
tribution products for RedPrairie (877-
733-7724, www.redprairie.com). “You 
shouldn’t have to ask your software pro-
vider to make changes, you should have 
the capability to do it yourself.”

This is especially important to oper-
ations with seasonal changes. Zickert 
says, “You can pre-build templates and 
create workflows so you don’t have 
to react quickly. You can anticipate a 
change in the flow and create tem-
plates in advance.” 

Being proactive rather than reactive 
means staying ahead of the returns. If 
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scan line personnel processes returns into a warehouse 
management system, which then prints a unique license 
plate for tracking, managing and identifying the proper 
disposition channel.
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you don’t handle returns quickly, you may lose your window 
of opportunity to resell the product or take advantage of the 
best disposition strategy.

Know your returns
Money is made from choosing the right disposition strate-
gies. If your company isn’t getting 80% back from its returns, 
you might be leaving money on the table. One best prac-
tice is to break down returns into categories that are each 
disposed of in a different way that have different recovery 
rates. “Be on top quickly and know the best place to go to sell 
goods, but remember what was a good option yesterday may 
not be the best option today,” USF’s Stock suggests. 

Products should be reshelved for resale or routed for liq-

uidation quickly. “If you can’t get it back 
in, get it out,” says Derewecki. “Unless 
it’s red wine, it’s probably not getting any 
better.”

Good and good for you
Companies are getting better at connect-
ing reverse logistics and sustainability ini-
tiatives, says Stock. “There are inherent 
benefits of good reverse logistics as it per-
tains to sustainability and companies are 
getting mileage linking those together as 
they promote goods and services to cus-
tomers,” he says.

Additionally, says Tompkins’ Banerji, 
there is increased interest among Fortune 
500 companies to explore the service sup-
ply chain space for repair, refurbishment, 
recycling, component harvesting and 

other downstream activity, not only to improve financials, 
but also to contribute to sustainability commitments.

While this choice sounds like good karma, soon it 
won’t be a choice—it will be the law. Know the federal 
and state laws that apply to product disposal. Consumer 
goods like electronics contain hazards materials and 
have been at the center of new legislation that continues 
to be adopted across the country. 

Rather than restrain companies, Banerji believes new regu-
lations will actually open up many opportunities for U.S. busi-
nesses for recycling and harvesting precious metals and other 
commodities. That can minimize the losses companies now 
experience in reverse logistics and potentially turn returns into 
profits.  M

modern best practices

automatic sortation systems speed 
the returns process and make product 
available for the right disposition.


