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Executive summary

This report examines the practices and strategies for consumer return handling of e-commerce
companies within the fashion and electronics sectors. The study aims to generate insights that
can be used to explore the possibilities for improvements in return management, particularly
in light of the upcoming EU ban on the destruction of unsold goods. The report considers all
downgrading and flows of viable returned or unsold products to material recycling, energy
recovery, incineration, and landfill as destruction. Meanwhile, defective products following
these streams are not included in this definition. The study’s aim was achieved by conducting
semi-structured interviews with retailers in the fashion and electronics sectors, as well as
stakeholders including return companies offering digital solutions and delivery management
services to retailers to enhance return handling processes, a reuse/refurbishment company
specializing in refurbishment and managing returns from retailers, and a recycling industry
organization. This was conducted to gain a thorough understanding of all aspects of the return
system.

The results show that all retailers have constructed their own reverse logistic and return
handling systems. Most companies treat returns at their national storage unit, while a few
outsource the process abroad. Some partner with third parties that take care of defective or
sorted out items that cannot be sold through the retailers’ own channels, and a few work with
third parties that offer digital solutions and delivery management services to optimize the return
process. Various channels are used to reintroduce returned products to the market. Most
retailers use their own original sales channels or outlets, and states that items sent to third
parties are either sold second hand, donated, material recycled, or energy recovered through
the organizations’ channels. Most items can be sold through the original sales channels, and
according to the retailers, almost everything is sold after necessary price reductions. The
incentives behind the return handling strategies are mainly motivated by profitability and
customer retention, while environmental sustainability is an important aspect. The attitude
towards returns varies among retailers. Especially within the fashion sector, where some
retailers perceive the climate impact of returns insignificant compared to the production phase.
At the same time, the study indicates potential opportunities to improve the return system,
which could enhance both sustainability and profitability for companies.

In contrast to previous literature, according to the participating actors in this study, no retailer
uses product destruction as a strategy for handling returns. However, there are still uncertainties
regarding the occurrence of product destruction. There is currently no universal definition of
the state of products that entails that they can be sent for destruction without being considered
as product destruction of viable consumer goods. Each retailer defines this themselves, and
they likely have different assessments of what it takes for a product to be sufficiently defective
to dispose of, what refurbishment measures are worth performing, and how defective items are
processed. In addition, third-party handling of returned items might entail that retailers have
limited control over the fate of the products. Furthermore, companies do not expect the
upcoming ban on the destruction of unsold goods to significantly affect their current return
handling processes or operations, but mainly expect it to target overproduction and excessive



procurement. At the same time, it is difficult to assess how the legislation will affect returns
and/or other product flows as the legislation is not yet finalized and does not clearly define
whether returns will be included.

The study identified several factors that hinder or facilitate potential changes for a more
sustainable return management. Consumer behavior was noted as the most important aspect,
serving as both a hinder and an enabler. According to the fashion retailers, the high magnitude
of returns in the fashion sector is driven by excessive consumer consumption and return
behavior. Retailers experience challenges trying to navigate strategies that encourage consumer
retention and satisfaction, but also entails high returns rates and associated costs. At the same
time, many fashion retailers highlight that a great responsibility also lies with the consumers.
This is a comfortable position for the retailers, which enables them to partially disclaim
responsibility. To achieve a system shift in our production and consumption patterns in society,
away from excessive online returns, consumers need to change their behavior, but retailers also
need to further recognize their responsibility.

Furthermore, data analysis and digitalization of return processes present another opportunity.
By collecting and analyzing return data, retailers can obtain insight on reasons behind
consumer returns and address them more effectively. Additionally, digitalization and
automatization of the return processes can streamline operations, allowing products to be
reintroduced to the market quickly and cost-effectively, with reduced environmental impacts.
Moreover, exploring innovative solutions for improving reverse logistics, especially for those
handling returns both online and in-store, also offers potential. When it comes to handling
defective products, the electronics sector has more developed systems for circular management,
while the textile sector faces challenges due to low-value, low-quality products and limited
refurbishment and recycling options on the market. Opportunities were identified in
developing infrastructure and actors for refurbishment and fiber recycling, and producing
products with longer lifespans designed for refurbishment and recycling. Lastly, retailers
within both sectors expressed that they would benefit from financial support to enable
engagement in these practices. However, such development also requires retailers’ investment
and commitment.

There is still a lack of knowledge and/or transparency among the retailers who participated in
the study regarding their magnitude of returns and the details of their return flows. For retailers
and other stakeholders to apply strategies aiming to improve the future return systems,
information and knowledge is required. Therefore, there must be increased transparency
regarding e-commerce returns. In addition, the following areas were concluded to entail
opportunities for collaboration between societal actors to improve the return systems; the
fashion industry could collectively work on developing infrastructure and opportunities to
increase refurbishment and recycling of textile; the fashion industry could collectively develop
guidelines or regulations to address the current return system structure in the market; the e-
commerce industry could collectively develop a forum that provides information and enables
a joint dialogue among all actors in the return systems on how the future of return management
should be developed.



The study offers a foundation to various stakeholders that can be used to explore the
possibilities for improvements of return management within the two sectors. E-commerce
retailers can use the findings to explore potential opportunities for optimizing their return
systems, drawing insights from industry peers and specialized return companies. Companies
or organizations that work with retailers can use the material to gain a better understanding of
current retailer operations, decision-making bases and perspectives on potential measures
within the return system. In addition, policymakers can use this report to better understand how
they, in collaboration with market actors or independently, can promote circularity and a more
sustainable e-commerce sector.



Abstract

This report investigates how e-commerce companies in the fashion and electronics sectors
manage consumer returns. The study aims to provide insights for improving return processes
in these industries, particularly in light of the upcoming EU ban on the destruction of unsold
goods, including returns, and to contribute to more sustainable return management overall.
Through interviews with e-commerce retailers and other stakeholders in the return system,
several current return management strategies were identified. Most retailers handle returns
internally, while some fully or partially outsource the return operations to third parties. The
majority of returned products are reintroduced to the market through various channels, with
basically all products sold after necessary price adjustments. The primary driver behind e-
commerce return strategies is profitability and customer relations, as well as environmental
sustainability. All retailers express that they do not use product destruction as a return
management strategy, although this study showed that it may occur further down the supply
chain. The EU ban on the destruction of unsold goods is not expected by retailers to impact
current return processes significantly, as it primarily addresses overproduction. The study
identifies several hinders and enablers for a sustainable future return management, with
consumer behavior being a crucial factor. Data analysis and digitalization offer potential to
streamline strategies and optimize the return process. Additionally, the fashion sector requires
infrastructure and actors for refurbishment and recycling, while retailers from both sectors
argue that they would benefit from financial support to enable more extensive circular
practices. In summary, the study provides insights for potential improvements in return
management within these sectors, offering e-commerce retailers, stakeholders, and
policymakers valuable information for achieving a more sustainable e-commerce sector.



Sammanfattning

Rapporten undersoker hur e-handelsforetag inom mode- och elektroniksektorn hanterar
konsumentreturer. Studien syftar till att generera insikter som kan anvéndas for att utforska
mojligheterna till att forbattra returhanteringen inom sektorerna, sarskilt i forhallande till det
kommande EU-forbudet mot destruktion av osalda eller returnerade produkter, samt bidra till
en mer hallbar returhantering éverlag. Genom intervjuer med e-handelsféretag och andra
intressenter inom retursystemet identifierades flera strategier for nuvarande returhantering. De
flesta aterforsaljare hanterar returer internt, medan en del outsourcar hela eller delar av
returverksamheten till tredje part. Enligt foretagen aterintroduceras majoriteten av returnerade
produkter pa marknaden via olika kanaler, och i princip alla produkter blir salda efter
nddvandiga prisjusteringar. Huvudsakliga drivkraften bakom returstrategier for e-
handelsforetag &r lénsamhet och kundrelationer, samtidigt som miljopaverkan &r en viktig
aspekt. Inga e-handelsforetag uttrycker att de anvénder destruktion av produkter som en
returhanteringsstrategi, men studien indikerar att det kan férekomma langre bort i
forsorjningskedjan. EU-forbudet forvantas inte paverka nuvarande returprocesser, utan syftar
framst till att adressera 6verproduktion. Studien identifierar flera hinder och mojligheter for en
hallbar returhantering, dar konsumentbeteende anses som en avgorande aspekt. Dataanalys och
digitalisering medfor potential for att effektivisera strategier och optimera returprocessen.
Dessutom ar modesektorn i behov av infrastruktur och aktorer for aterbruk och atervinning,
medan foretag inom bada sektorerna uttrycker behov av finansiellt stod for att mojliggora
cirkuléra praxis i storre utstrdckning. Sammanfattningsvis ger studien insikter for potentiella
forbattringar av returhantering inom sektorerna, dar e-handelsforetag, intressenter och
beslutsfattare kan dra nytta av resultatet for en mer hallbar e-handel.
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Definition of concepts

B2B: husiness to business transaction
B2C: business to consumer transaction

Consumer electronics: electronic devices bought for personal use, such as computers,
televisions, smartphones

Consumer return behavior: customers ordering multiple items with the intention to return
what does not fit or is no longer wanted

Energy recovery: the process of converting waste materials into usable energy
Material recycling: the process of reprocessing waste materials into new products

Product destruction: the intentional disposal or destruction of viable consumer products
through material recycling, energy recovery, incineration or landfill, such as unsold goods or
customer returns

Returns: the process of customers sending back purchased items to the retailer for a refund,
replacement, or exchange

Reclaims: the process of customers sending back damaged purchased items to the retailer for
a refund, replacement, or exchange

Reuse: using an item again for the same or different purpose to reduce waste

Refurbishment: the process of repairing and restoring an item to a good or improved
condition

Return management: the strategic process of managing customer returns back to
retailers/manufacturers

Reverse logistics: the supply chain process of returning products from consumers back to
retailers/manufacturers



1. Introduction

This section provides an introduction to the topic, identifies the current research gap and
outlines the study's aim and research questions as well as scope and delimitations.

1.1 Research context

The e-commerce sector is growing rapidly, and consequently, so are customer returns. The
sector is characterized by a consumer behavior where lenient return policies are expected, and
consumers ordering multiple items with the intention of sending unwanted items back after
inspection (Roberts et al., 2023; Zhang et al., 2023; Cullinane & Cullinane, 2021). The reverse
flows require increased transportation and resources, contributing to increased energy usage,
potential greenhouse gas emissions and unnecessary packaging waste (Zhang et al., 2023;
Cullinane & Cullinane, 2021). Researchers are also enlightening the issue with product
destruction, where unsold products, including returns, are disposed of without ever being used
(Roberts et al., 2023). This is particularly evident within the fashion and electronics sectors,
where products of low-value are often not considered cost-effective to handle with circular
practices. Consequently, returned items might end up at landfill, destroyed or incinerated,
resulting in inefficient use of resources and associated environmental impacts (ibid.). To
address this, the EU is currently developing a ban on the destruction of unsold goods (European
Commission, 2022). The law is a part of the overarching EU Strategy for Sustainable and
Circular Textiles, thereby primarily targeting the fashion sector, but has potential to expand to
other sectors, including electronics, ahead (ibid.).

There is currently a lack of transparency on the magnitudes of product returns, the distribution
and logistics of return flows, and the extent of practicing product destruction (Cullinane &
Cullinane, 2021; Roberts et al., 2023). Previous research has found this difficult to quantify,
making it difficult to implement strategies to mitigate environmental and financial implications
of returns. Previous studies within the field have explored the environmental consequences of
return processes of Swedish fashion companies (Cullinane & Cullinane, 2021). Zhang et al.
(2023) identified strategies and practices that retailers within several sectors, including fashion
and electronics, can adopt to manage their product returns in a way that reduces environmental
impacts. In addition, Karlsson et al. (2023) explored the return management strategies of
fashion retailers, and identified key components to develop more effective strategies.
Furthermore, Roberts et al. (2023) explored why companies engage in product destruction as
well as the potential policy interventions required to address this issue within the electronics
and textile field. Aside from these studies, limited research has been carried out on e-commerce
returns from the fashion and electronics sectors in Sweden.

To cover the current research gap on the distribution and logistics of return flows, this study
aims to provide information on how e-commerce retailers on the Swedish market handle their
return flows, what return strategies are used and the incentives behind them. Considering the
current lack of transparency on the extent of practicing product destruction, this study will
contribute to the field by providing insights on product destruction as a strategy to treat returned
goods, and what impact the legislation might have on retailers’ return flows. This will also put



product destruction in the specific context of product returns, which has been limitedly
researched. Lastly, the study will also investigate the potential for future improvements within
the sectors, by providing insights on how retailers want to see returns handled in the future,
and what potential factors that hinder or enable changes within retailers’ return management.

1.2 Aim and research questions

The aim of this study is to generate insights on return handling of e-commerce companies
within the textile and electronics sectors. The goal is to provide a foundation that can be used
to explore the possibilities for improvements within the sectors, particularly in light of the
upcoming EU ban on the destruction of unsold goods, and contribute towards a more
sustainable return handling in general. This will be done by answering following research
questions:

1. How do companies handle their reverse flows, and what are the incentives behind the
return handling strategies?

2. How do companies react to the upcoming EU ban on the destruction of unsold goods?

3. How do companies want to see returns handled in the future compared to how they are
handled today?

4. What factors facilitate or hinder potential changes in managing product returns within
companies?

1.3 Scope and delimitations

The study examines fashion and electronics e-commerce retailers in Sweden. Despite operating
internationally, the companies primarily serve the Swedish market, which is the focus of the
study. The fashion sector was chosen for its high e-commerce return rates, while recent reports
have noted product destruction of both returned textiles and electronics in several European
countries. Including both sectors allows for comparative insights into return management. The
study focuses on return management of consumer returns. The return process includes the
reverse supply chain from consumers initiating a return, to retailers receiving returns and the
retailers' subsequent handling of the products.

The selected retailers include both major and smaller players within the Swedish e-commerce
market, with annual turnovers ranging from 1 billion to 23 billion for the year 2022. The only
exclusion criterion concerned smaller companies with a limited number of employees, < 50, as
their return flows were considered insufficient for providing meaningful sector-level data.
Additionally, the study incorporates a reuse/refurbishment company, three return companies,
and one recycling industry organization to provide a comprehensive understanding of return
management. Other stakeholders, such as logistics providers, non-profit organizations, foreign
organizations handling outsorted returns, waste management firms, policymakers, and
customers, were excluded to narrow the study's scope.



2. Background

This section outlines the study’s literature review, beginning with an overview of the fashion
and electronics sectors, their environmental and climate impacts, as well as return
characteristics. It also examines existing return management strategies and concludes with a
description of the ban on the destruction of unsold goods.

2.1 The fashion and electronics sectors

Textiles and electronics are identified in the EU's circular economy action plan as two of the
most resource-intensive sectors with high potential for circularity (European Commission,
2022). Global production and consumption of textile products is a resource intensive industry
with significant impacts on the climate and environment (Deckers, Manshoven & Mortensen
Fogh, 2023). In the EU, the textile sector is the fourth largest contributor to environmental and
climate concerns, following food, housing, and mobility (ibid.). A large part of the sector is
covered by the fashion industry, currently marked by unsustainable practices, including
overproduction and overconsumption (Deckers, Manshoven & Mortensen Fogh, 2023; Eila,
2020). Fueled by fast-changing trends and a throwaway consumer culture, the mass production
of garments at low costs with insufficient emphasis on quality, longevity, and material
recycling has led to significant volumes of textiles being discarded annually (Deckers,
Manshoven & Mortensen Fogh, 2023; Rd&ding, Jepsen, Zimmermann, Memelink &
Falkenstein, 2021). It is estimated that about 4-9 percent of all textile products put on the EU
market, which amounts to between 264,000 and 594,000 tons, are being destroyed every year
without being used for their intended purpose (Duhoux, Lingéaes, Bekkevold & Mortensen
Fogh, 2024).

The electronic industry is one of the largest and most competitive sectors in Europe, with an
intensive use of resources (Dils, 2020). It requires a broad range of materials to produce
electronic products, particularly metals, of which some are critical and rare earth elements. The
extraction, recovery, and refining of these materials require large amounts of water, chemicals,
and energy. Moreover, the industry contributes to significant amounts of greenhouse gas
emissions through the use of fossil fuels, particularly from the mining of metals (ibid.).
Electrical and electronic equipment is also one of the world’s fastest growing waste streams,
with an annual growth rate of 2 percent (EEB, 2023). Even though a variety of metals are
recovered, the collection and recycling of e-waste in Europe is estimated to be less than 40
percent, leaving a significant amount of electronic waste untreated (ibid).

The fashion sector is an important category of goods purchased online, and represents among
the highest return rates from e-commerce in Sweden and the EU (Lone & Weltevreden, 2023).
In 2022, 68 percent of online shoppers in Europe purchased clothes, footwear and accessories
(ibid.). There are various indicators on the magnitude of returns. In Europe, the average return
rate of fashion goods is about 20-30 percent (Duhoux, Lingaes Bekkevold & Mortensen Fogh,
2024), reaching up to 60 percent in some markets and product categories (Cullinane &
Cullinane, 2021). Consumer electronics is also a fast-growing and competitive sector within e-



commerce (Fox, 2023; Smith, 2021). In 2022, 22 percent of online shoppers in Europe ordered
computers, tablets, and mobile phones, and 17 percent ordered consumer electronics and
household appliances (Lone & Weltevreden, 2023). Electronics might also be included in other
purchase categories, potentially making the total purchase of online electronics higher. In
addition, this complicates determining a general return rate of electronic products. However,
according to previous surveys on the most commonly returned items by consumers in various
European countries, the return rates for categories that include electronics are below 10 percent
(Statista, 2024), significantly lower than the fashion sector.

The current magnitude of returns is a result of retailers offering lenient return policies to meet
a consumer behavior characterized by ordering multiple items with the intention of returning
unwanted items after inspection (Roberts et al., 2023; Zhang et al., 2023; Cullinane &
Cullinane, 2021). This is particularly evident within the fashion sector, as consumers cannot
try items before purchase as they would in a physical store. Other reasons for customer returns
of fashion purchases online is that the garments do not meet expectations or correspond to the
online product description, are defective, or have minor damages (Roberts et al., 2023;
Pourhejazy, 2020). Compared to fashion purchases, electronics consumers typically do more
thorough research prior to making a purchase (Fox, 2023). The most common reasons for
customer returns of electronics include product defects, unwanted gifts or unmet buyer needs
(Smith, 2021). It can also be due to fraudulent activities such as “wardrobing” and credit card
fraud, where products are purchased to be used for a single occasion and then returned. One of
the main reasons for customer returns of non-defective electronics is due to initial setup
challenges or usage complexities (ibid.), as well as difficulties in compatibility with other
devices or systems already in the customer's possession (Fox, 2023). Moreover, as electronic
products often are of higher value, consumers have high expectations regarding quality,
performance, and functionality, and might thereby seek better deals elsewhere or simply
change their minds (ibid.). The return policies are partly regulated by EU legislation, where
retailers must offer a 14 days return possibility for consumers without justification (European
Union, 2024).

The environmental impacts from the textile and electronics sector are further exacerbated by
an increasing volume of product returns. The reverse supply chain required to bring back the
returned products to the retailer or manufacturer involves various additional steps, such as
collection, transportation, inspection, preparation, repackaging, refurbishment, recycling and
disposal of the products (Cullinane & Cullinane, 2021; Zhang et al., 2023). This results in
increased energy and resource consumption, potential greenhouse gas emissions, and waste.
Furthermore, products of lower value and with shorter life cycles are more likely to be
destroyed, as they are cheaper to dispose of than to refurbish (Roberts et al., 2023). Return
flows of textiles and electronics destined for destruction have been noted in several European
countries (Di Prospero, 2020; Guzzo, Muratori & Pisano, 2020; Wood, 2021). The total value
of returned textiles and electronic products destroyed in the EU in 2022 was estimated at
approximately €21.7 billion, equivalent to Cyprus's GDP in 2020 (Deckers, Manshoven &
Mortensen Fogh, 2023). This is particularly evident within the fashion industry, where fast-
fashion companies that tend to sell low-value products might not have the economic incentives



to accept the costs associated with returns to put items back in stock. Another aspect is the fast
changing trends on the market, where collections might only be relevant for a few weeks before
the items are outdated, and thereby not sellable (Cullinane & Cullinane, 2021). In Sweden,
however, the main reasons for product destruction of fashion items are that they are defective,
discolored, contain chemicals, or piracy copies, rather than companies using this as a strategy
for handling returns (Nummelin & Wallsten, 2023).

Currently, there is a lack of transparency on the magnitudes of product returns, the distribution
and logistics of return flows, as well as the extent of practicing product destruction (Cullinane
& Cullinane, 2021; Roberts et al., 2023). There is also a lack of awareness among retailers of
the environmental impacts from return, and difficulties in measuring its environmental effects
(Zhang et al., 2023). Moreover, previous research on managing unwanted textile and electronic
products has not solely focused on products stemming from customer returns, but encompasses
a range of aggregated product flows referred to as "unsold” goods (Di Prospero, 2020; Guzzo,
Muratori & Pisano, 2020; Wood, 2021). Unsold goods include items that have been
manufactured but never sold, products that are no longer in demand, and those recalled due to
quality concerns (Roberts et al., 2023). For example, products originating from surplus stock,
items requiring protection of brand image and price integrity, those with minor damages,
discontinued models or trends, counterfeits, or items deemed too costly to donate due to VAT
taxes (Elia, 2020; Roberts et al., 2023; Plaza, 2021; Pourhejazy, 2020), where products are
taxed when sold both the first and second time. The aggregation of unsold goods, coupled with
the lack of data, further complicates efforts to determine the magnitude and types of goods
going to product destruction and its resulting environmental impact (Duhoux, Lingaes
Bekkevold & Mortensen Fogh, 2024; Elia, 2020).

2.2 Return management

Return management is the strategic process of handling product returns from consumers. It
includes all activities associated with returns, such as mitigation, collection, sorting, and
distribution of returned products (Cullinane & Cullinane, 2021). These activities add a layer of
complexity to the supply chain (Zhang et al., 2023), and require additional resources and costs
(Cullinane & Cullinane, 2021). As the e-commerce share and returns are growing, companies
are facing challenges on how to manage returns, and implements various strategies to handle
this (ibid.).

One part of return management is mitigation, which refers to companies' measures to reduce
customer returns in the first place (Cullinane & Cullinane, 2021). Many retailers focus on
providing sufficient product information and details on their websites (Zhang et al., 2023). By
informing customers prior to purchase, the aim is to aid customers in being satisfied with the
ordered item and thereby avoid returns. Within the fashion sector, common measures are fit-
guides to make it easier for customers to order the right size, accurate representation of the
products through images and videos, as well as customer reviews (Roberts et al., 2023). For
electronic products, other important information is descriptions of software compatibility,
instruction manuals and video tutorials that help improve consumer satisfaction (ibid.).



Another area of return management is reverse logistics, the supply chain process of returning
products from consumers back to retailers or manufacturers (Cullinane & Cullinane, 2021).
This includes aspects such as disposition of drop-off points, collection, and transportation of
returned items. While trying to minimize costs, some retailers end up forming reverse supply
chains that entail considerable environmental impacts. Sometimes, returns are transported long
distances and by heavy goods vehicles that might not be fully loaded, as the products need to
reach the retailer quick enough to be resold at the warehouse. This is particularly the case for
the fast-fashion sector, where collections might only be relevant for a few weeks before the
items are outdated and have to be sold at discount (ibid.). Allowing returns to take a long time
before reaching the storage units prevents retailers from bringing seasonal items back into the
supply chain (Karlsson et al., 2023).

When returned items reach the retailer, they have to be inspected, sorted, prepared for resale
and repacked before being brought out on the market again (Cullinane & Cullinane, 2021).
This process is carried out manually, and stands for most of the costs associated with returns
(ibid.). Depending on product condition, this might also require refurbishment measures. Due
to the high costs involved in handling returns, the value of an item is crucial when deciding if
it should be prepared for resale or discarded (Roberts et al., 2023). Returned electronics are
often considered high-valued products, and are thereby more likely to be recovered and resold
(Zhang et al., 2023). Environmental regulations for electronics recycling and waste are also
more stringent and well-developed than those for fashion products (ibid.), which is an incentive
to stand for the costs to refurbish products to be resold. Moreover, electronic retailers have
generally implemented a systematic programme regarding refurbishing and remanufacturing
activities, such as quality assessment and grading of returned products depending on their
condition (Zhang et al., 2023). Companies within this sector generally have better practices to
circulate returned products, and have often established guidelines for the staff, while fashion
retailers often rely on their manager’s knowledge (ibid.).

Some companies handle the reverse logistics process internally, while others outsource it to
third parties (Zhang et al., 2023). However, designating responsibility of the reverse logistics
and sorting processes to a third party might entail challenges for exchange of information and
transparency between the parties. Companies responsible for the return processes are usually
motivated by operating fast and efficiently to reduce costs. They might thereby not sort
according to the principles of the retailer, posing a risk for disposal of products that could go
back to stock (ibid.).

Return management also includes strategies for distributing products out of the reverse logistics
system (Cullinane & Cullinane, 2021). Companies use different flows and channels for this,
often motivated by economic incentives, product type, and product condition. Ideally, the
products go back to stock to be resold at full price, which is the route most returned items take
(Cullinane & Cullinane, 2021; Duhoux, Lingaes Bekkevold & Mortensen Fogh, 2024). Some
products can only be resold at a reduced price, such as products with minor defects, or if they
are end-of-line or out of season or style. Companies either have their own outlet channels where



items get a second chance to be sold, or they work with third party companies that sell these
products. Other ways to distribute returned products is to donate them to charity organizations
that sell the items or donate them further, liquidate them, sell them to companies that deal in
clothes and textiles, recycle the materials, or have them destroyed (ibid.).

2.3 The ban on the destruction of unsold goods

Despite being identified as two central sectors for achieving a circular economy within the EU,
there has been no specific legislation to date that explicitly addresses the destruction of unsold
goods, including returns. However, this will change with upcoming EU initiatives. The ban on
the destruction of unsold goods is part of the overarching EU Strategy for Sustainable and
Circular Textiles (European Commission, 2022). This legislation prohibits the intentional
disposal or destruction of viable consumer products (Roberts et al., 2023), mandating producers
to find ways to sell all products and avoid destroying returned and unsold textiles (Duhoux,
Lingaes Bekkevold & Mortensen Fogh, 2024). The strategy aims to enhance the union's global
textile market position and establish a sustainable textile market within the EU by 2030
(European Commission, 2022).

Although the ban on the destruction of unsold goods currently only applies to textiles and
footwear, there is potential for the ban to expand to other sectors deemed harmful, including
electronics (European Commission, 2022). Negotiations concerning the destruction of unsold
textiles are anticipated to continue until 2025, with enforcement beginning two years after the
agreement for large companies. Medium-sized companies will have a six-year transition
period, while small companies are exempt from this requirement. Yet, the timeline and
implementation of a prohibition on destroying unsold consumer electronics remain uncertain
as the legislation is still under development (ibid.). Inspired by Roberts et al. (2023) definition
of product destruction as the intentional disposal of viable consumer products, this report
considers all downgrading and flows of viable returned or unsold products to material
recycling, energy recovery, incineration, and landfill as destruction. Meanwhile, defective
products following these streams are not included in this definition.

Other key components of the EU Strategy for Sustainable and Circular Textiles includes the
Ecodesign for Sustainable Products Regulation (European Commission, n.d.). This framework
sets design requirements for products like textiles and electronics to reduce environmental
impact across their lifecycle, encouraging manufacturers to create more sustainable products,
focusing on aspects such as durability, reusability, upgradability and reparability (ibid.). As
part of the EU's textile strategy, the Commission also proposes a revised version of the Waste
Framework Directive (European Commission, 2023a), to enhance EU waste legislation. This
includes mandatory, harmonized systems for Extended Producer Responsibility for textiles
(European Commission, 2023b) throughout all EU member states, obligating textile producers
financial responsibility for textile products even after disposal (ibid.).



3. Method

This section outlines the study's methodological approach, analysis method, interview process
as well as company and interviewees selection. It concludes with a company definition of the
aggregated terms used to describe the participants in the study.

3.1 Literature review

A semi-systematic literature review was conducted to comprehensively understand the topic
and identify relevant previous studies (Snyder, 2019; O'Leary, 2021). To maintain relevance,
the literature review focused on peer-reviewed articles from the year 2020 onwards. The
literature review was conducted via online search engines such as Web Of Science, Science
Direct, ResearchGate and Google Scholar, using a combination of following keywords; E-
commerce, Electronics, Environmental impacts, Fashion, Product destruction, Return
management, Reverse logistics, Reverse supply chain, Sustainability, Textile. In addition,
secondary data sources, such as internal documents of selected companies, including
sustainability reports and return management information from company websites, were
examined prior to interviews to maximize their effectiveness.

3.2 Interviews

In order to explore the practical implementation of return management within e-commerce
companies and to answer the study's research questions, an inductive, qualitative research
approach using interviews was considered appropriate. This approach was chosen due to its
possibility to gather insights and first-hand experiences (O'Leary, 2021) related to return
handling.

3.2.1 Semi-structured interviews

Semi-structured interviews have a predetermined purpose, themes or set of questions, while
allowing interviewees to elaborate on their thoughts. This format was chosen as structured
formats can limit responses, while unstructured formats can complicate comparisons due to
varied content (Rowley, 2012). Furthermore, the ability to still ask follow-up questions or seek
clarifications is considered to validate the interviewees' responses (Kvale & Brinkmann, 2014).
To improve the result reproducibility and strengthen the reliability of the study, interview
guides were developed (Kvale & Brinkmann, 2017), see Appendix | and Il. The guides
underwent several revisions to ensure relevance and comprehensiveness (O'Leary, 2021),
involving the supervisors at KTH and Axfoundation for feedback.

3.2.2 Selection of companies

In total, 40 actors were contacted, of which 21 fashion retailers, 10 electronics retailers, three
return companies, three reuse/refurbishment companies, and three industry organizations. To
enhance the opportunities for interviews and potential future projects, priority was given to
companies with already established contact to Axfoundation.



Over a two-month period, in-depth semi-structured interviews were conducted with seven
retailers in the fashion industry, offering clothing, footwear and accessories. Additionally,
interviews were conducted with three retailers in the electronics sector, providing consumer
electronics and white goods. Four retailers are purely e-commerce companies, of which three
are fashion retailers and one electronics retailer. The rest operate both physical stores and
online platforms. The goal was to interview 10 retailers from each sector. In the fashion sector,
there are many established retailers in the Swedish market, which entailed that a larger number
of companies could be contacted, resulting in a greater number of interviews. However, in the
electronics sector, there are fewer players in the Swedish market, resulting in a lower number
of interviews. This could impact the generalizability of the results and was considered in the
discussion.

To gain a thorough understanding of return management and explore optimization strategies,
interviews were also conducted with one reuse/refurbishment company specializing in
refurbishing and managing returns from retailers, and three return companies offering digital
solutions and delivery management services to retailers to enhance return handling processes.
Finally, a representative from a recycling industry organization was interviewed to provide
insights into future recycling opportunities and practices in the fashion and electronics sectors,
adding another dimension to return management. The goal was to interview an equal number
of companies within the return system, but this was limited by several factors. There are few
reuse/refurbishment companies in the Swedish market, which entails that only two were
initially contacted. The selected company was chosen for its extensive work with e-commerce
returns, considered a key aspect. After a market review, three relevant return companies were
also identified based on their work with returns and their partnership with the types of retailers
participating in this study, and thus considered to bring valuable insights to the study. Initially,
three industry organizations were contacted; one within electronics, one within textile and one
within recycling. Only the recycling industry organization was interviewed due to poor
response rates from the others contacted. This organization was chosen for its ability to provide
valuable information on circular flows and practical implementation in recycling, two
important aspects for discussing product destruction and its potential impact on the Swedish
return system. The varying number of participants from different types of actors might entail
that the results provide a one-sided view of the sector, as more information could be collected
from retailers. However, the involvement of different types of actors is considered to contribute
to a more comprehensive overview.

In the report, companies are referenced as follows: Those selling fashion goods or electronics
both online and in-store are termed "Retailers,” while the company specializing in
refurbishment and return handling of retailers' products are labeled "Reuse/refurbishment
company.” Those who provide digital solutions and delivery management for return
optimization are referred to as "Return companies,” and the representative offering insights
into electronics and textiles recycling are termed "Recycling industry organization”. A
description of the companies can be seen in Table 1.
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Table 1. Description and definition of companies.

Definition Explanation Number of
companies
Retailers Companies that sell fashion goods or electronics 10

online and/or in store

Reuse/refurbishment Provides service on refurbishment and return 1
company handling of returns from retailers
Return companies Offers digital solutions/delivery management to 3

retailers to optimize return handling

Recycling industry Provides insights on recycling of electronics and 1
organization textiles

3.2.3 Selection of interviewees

In this study, key informants were chosen based on their roles and experiences, using the
snowball technique, in accordance with O’Leary (2021). Initially, individuals with titles such
as sustainability manager and e-commerce manager were contacted. If the person experienced
that they lacked sufficient knowledge, recommendations were sought for others within the
company with relevant expertise. The initial contact was in most cases facilitated through email
by Axfoundation, while subsequent communication, interview scheduling, and content
discussion, was handled directly by the interviewers via email correspondence.

To ensure manageable data volume and enable in-depth interpretations (Kvale & Brinkmann,
2014), the number of interviewees should be determined based not only on what is deemed
necessary to address the study's purpose, but with considerations to available time and
resources (Rowley, 2012). To explore common difficulties and potential solutions in return
handling, 16 individuals were interviewed. This number was considered sufficient to capture
various perspectives without overwhelming the dataset. However, the sample size could affect
the generalizability of the empirical material (Kvale & Brinkmann, 2014), which was
considered in the analysis and interpretation of companies' perspectives on return management.

To ensure interviews yield valuable insights that go beyond personal beliefs and effectively
address research questions (O’Leary, 2021), it is crucial to select informants who are suitable,
representative, open, and knowledgeable. However, identifying such informants can pose
challenges. Yet, once found, key informants can offer valuable information (ibid.). Given the
broad criterion for whom or which individuals companies had the opportunity to provide, this
question arises. However, the approach was to focus on those engaged in sustainability and/or
e-commerce, thus there was a rationale behind the choices, with an assessment that these roles
met the requirements. Of the 16 individuals interviewed, six had overarching responsibility
roles, five were in logistics/return specialist roles, and five were in a broader sustainability
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domain. A detailed list of titles can be found in Table 2. One of the participants requested
anonymity, hence their column is left blank.

Table 2. Interview participants.

Sector Position description Organization description
Fashion Sustainability Director E-retailer
Fashion Sustainability Manager E-retailer/Retailer
Fashion Strategic Lead Circularity & E-retailer/Retailer
Environmental Sustainability
Fashion Head of Global Sustainability E-retailer/Retailer
Fashion Supply Chain Manager E-retailer/Retailer
Fashion Return Manager E-retailer
Fashion Chief Operating Officer E-retailer
Electronics Operating & Sustainability E-retailer/Retailer
Manager
Electronics Director Backoffice E-retailer
Electronics Transport & Logistics Development E-retailer/Retailer
Manager
Reuse/ - -

refurbishment

Returns Head of Sales & Enterprise
Architect
Returns E-commerce Evangelist
Returns Chief Executive Officer
Recycling Chief Executive Officer

3.2.4 Conducting interviews

The interviews were conducted online using Teams, Zoom or Google Meet, based on the
interviewees' preferences. While face-to-face interviews are preferred as it allows you to build
a relation to the interviewees, read their body language and get a sense of their energy, online
interviews offer the advantage of broadening the geographic scope, reaching individuals who
would otherwise be less accessible (O'Leary, 2021). This facilitated the data collection in this
study, where representatives from different locations across Sweden were included. Each
interview lasted between 40 minutes to one hour and followed a similar format, beginning with
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personal introductions by the interviewers, followed by an overview of the study's purpose and
a request for permission to record audio. The discussions then proceeded with the support of
the interview guides. One representative from each actor was interviewed, except for one
instance where two company representatives participated. This exception was made as these
two individuals were jointly considered the most suitable to answer the research questions.

To foster an open and honest dialogue, it is crucial to reduce power differentials between
interviewees and interviewers, influenced by factors such as gender, age, ethnicity,
socioeconomic status/education, or culture (O’Leary, 2021). As two female authors, coming
from academia rather than industry experts, and being younger than the interviewees, as well
as sharing the same ethnic background and culture, our interaction with interviewees may have
been less intimidating. The presence of two interviewers with individual interviewees in all
cases except one, along with the sensitivity in handling returns, an issue noted for its lack of
transparency in prior studies, may however have led to somewhat limited transparency.
Additionally, the intentional choice and effort as interviewers to promote openness and ensure
the interviewee's comfort may have resulted in withholding certain information. To mitigate
this risk, corporate anonymity was deliberately chosen.

3.2.5 Transcription and data analysis

To gain a comprehensive understanding of the material, ensure quality interpretation, and
enable pattern identification, transcription of recordings is crucial (Kvale & Brinkmann, 2014).
The method of transcription, including the level of detail, varies based on the study's purpose
(ibid.). In this study, where content is central, a more formal transcription method was chosen,
excluding repetitions, pauses, emphasis, and emotional expressions. The transcriptions
underwent a qualitative content analysis to organize, reduce, code, thematize and interpret the
collected empirical material to draw conclusions (O’Leary, 2021). This thematic analysis,
performed based on, or in relation to, the study's research questions, purpose and relevant
theory, is used when describing data meanings or when complex interpretations, such as
identifying patterns and making comparisons in extensive texts, are needed (ibid.). The chosen
approach was mainly inductive, using the collected empirical data as a starting point, allowing
categories to emerge organically. The data was first coded into five main categories: current
return management, current return strategies, product destruction legislation, general
legislation, and future return management. Within each category, sub-themes were developed
to further differentiate the empirical material, provide more detail, and facilitate interpretation
for drawing conclusions. The gathered data under each topic were separated into different
Word files to enable visualization and additional reduction if needed. To avoid incorrect coding
or forcing content into specific thematic categories (O’Leary, 2021), no theoretical framework
was used. In addition, to mitigate subjectivity (ibid.), the material was processed several times
by both authors.

3.3 Ethical consideration

The interviewees were informed about the study's purpose and their right to refrain from
answering questions. Audio recordings were made with consent and anonymized as agreed,
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using job titles as references. The interviewees were also offered access to the final report.
GDPR compliance was maintained throughout the process.

3.4 Company references

Due to the fact that the retailers are anonymous, it was considered necessary to structure their
presentation in the results. Consequently, aggregated terms were used to describe the
reasonings of the retailers (see Table 3). Due to the low number of participants of other
companies, no aggregated terms for these have been used.

Table 3. Definition of company references

Definition/Aggregation Criteria Retailers
All retailers. .. 10
The majority of/most retailers... 7-9
Several/some... 4-6
A few... 2-3
One retailer... 1
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4. Results

This section outlines the collected empirical data. It begins with an overview of retailers' return
management practices and strategies, followed by their perspectives on returns. Next, the
practices and strategies of the reuse/refurbishment company and return companies are
presented, along with reasonings from all actors on product destruction. The section concludes
with an overview of identified hinders and enablers for future return handling.

4.1 Return handling practices and strategies: Retailers

4.1.1 The return process

Most retailers receive e-commerce returns to their central storage unit or e-commerce storage
unit in Sweden. Some companies have several regional storage units in the European market,
including Sweden, where returns are received depending on which market purchases are made.
All retailers that have both physical stores and online retail also allow customers to return items
ordered online at their physical stores. A few online fashion retailers collect and direct all e-
commerce returns to a third party in the Baltic countries, which handles the return process. The
return processes are illustrated in Figure 1, where blue colored boxes represent internal
handling by the retailers, and purple boxes represent external handling by third parties.

In-store On shelf
(Sorting, Inspection) in-store
On shelf

storage unit

Central storage unit
—*  (Sorting, Inspection, Outlet
Refurbishment)

Lot sales

Customer
returns

Return storage unit

E-commerce
N storage unit Second hand
(Sorting, Inspection,
Refurbishment)
Donation
Non-profit / aid
— organization
(Sorting, Inspection) Material
recycling
Third-party
—*  (Sorting, Inspection, Ener
Refurbishment) gy
recovery

Figure 1. Aggregated illustration of retailers return flows.
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According to a few retailers, one of the main benefits of receiving returns locally is that it
increases efficiency when directing the products back out on the market again. Integrating
return handling and warehousing avoids unnecessary transportation and accelerates product
availability, which improves resale opportunities and customer satisfaction. Some retailers that
receive returns to their storage units also see benefits in handling everything internally with
their own staff, as it allows them to steer the process. Outsourcing the return handling process
abroad is mainly motivated by economic incentives, as the return handling costs there are
lower. According to one fashion retailer, this is especially the case for larger companies with
extensive volumes.

Within the fashion sector, no retailer expressed that they have a threshold value that limits
which products are accepted as returns in terms of their economic value. All retailers argue that
all items are considered worth processing through the return system. One of the electronic
retailers has a threshold value where products below a certain value are not considered valuable
to take back and reintroduce in the forward supply chain, steering consumers to retain these
products. When returns are received, they go through an inspection and sorting process to
determine the fate of the products. According to all retailers within both sectors, the absolute
majority of returned products are in good condition, and are put back for sale on the original
market at full price. Damaged or defective products and reclaims are sorted out for further
processing. Products that cannot be sold at full price are most commonly offered at discount
on the company websites, in-store, or at physical outlet stores. All retailers agree that most
items get sold through these channels, even items with minor defects, such as broken packages
or scratches. However, the attitude towards offering items at discount varies. Some retailers
prefer not to, as it impacts their profit margin, while others are prepared to make more extensive
price reductions in order for the products to come to use.

Within the fashion sector, retailers argue that most damaged products only require light
refurbishment measures, such as washing, ironing, replacement of malfunctioning components
or repackaging, which the majority of retailers perform at their storage unit. A few fashion
retailers perform this with help from external refurbishment experts, or by the outsourced third-
party abroad. When it comes to larger defects, most fashion retailers lack in-house capabilities
for refurbishment. As a result, these products are typically sent to non-profit or aid
organizations for processing. These items are removed from the company's inventory system,
and a loss of value. According to the retailers, the third parties inspect the products, and
depending on their state, either resell them on the second hand market, donate them to charity,
recycle the material or send them for energy recovery. A few retailers also stated that in some
cases, batches of material are sold in lots to buyers. One fashion retailers expressed this as
follows:

The only case when a product cannot be sold again is for reclaims, and then we have
a separate flow to our partner [...]. These items are placed in a separate tub, collected
and sent to them. You can say that when a return arrives, there are two flows; either
it is sold again, which is the majority, or it is sent for donation. It is a pretty simple
process. (Sustainability Manager)
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Within the electronics sector, two retailers refurbish defective returned items. One has
resources to handle this internally, while both work with third parties that provide this service.
The retailers expressed the process as follows:

If the products have defects, it is sent to a third party who in turn sells them for a
discounted price. In cases where there are such defects that it absolutely cannot be
done, they primarily use articles as spare parts stocks, and otherwise the products are
recycled. But of course, that is the last option we want. (Operating & Sustainability
Manager)

For B2B customers, it is very easy for us. If it is within warranty, we take it in and then
we have an agreement with a supplier or a service provider who helps us repair the
product if possible. (Director Backoffice)

One of these retailers expressed that basically all products that cannot be refurbished and resold
are sent to a third party for material recycling. Both argued that there is significant value in
recycling the materials as the sector is dependent on critical and rare earth elements, and there
are well-functioning systems for the process. The third retailer does not currently refurbish
products internally or work with third parties for that purpose, but are looking into future
opportunities.

4.1.2 Strategies towards consumers

When it comes to return handling, the main focus among fashion retailers is on preventative
measures, aiming to reduce returns before they occur. Reducing the return rates poses a
business opportunity, as it would entail both satisfied consumers and reduced costs. Common
measures are to work towards providing sufficient product information on the websites to aid
customers to be satisfied with their purchase in the first place. This includes pictures and videos
that accurately represent the products, and product descriptions with sufficient information. It
also includes size guides, as well as instructions on how to use them, especially for certain
types of products that require particular fitting. Moreover, several fashion retailers collect and
provide consumer feedback on products to their customers, where previous buyers share their
experience of the product. A few fashion retailers occasionally apply slightly stronger
measures, where customers who excessively return items might be prohibited from purchasing
on their website. This only becomes relevant for customers who have particularly high return
rates, and only if this pattern is visible for a longer period of time. While these retailers all
argued that it is a necessary measure to reduce costly returns and counteract unsustainable
consumer behavior, one of them also raised questions of whether or not it is a beneficial
strategy, as it does not benefit customer relations.

The general view among electronics retailers is that they do not experience the same kind of
consumer behavior as the fashion sector, where customers order several items due to
uncertainties of fit or design. Electronic products often require larger investments, and
consumers are probably more cautious and do more extensive research before purchasing items
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online. To ensure customer satisfaction of electronic products, measures include accurate
pictures, correct manuals with user instructions, and additional knowledge required to use the
products.

Another strategy is the design of return policies. The majority of fashion retailers currently
charge customers for returning items online, while it is free to return all purchases in-store.
This is mainly motivated by economic incentives, to cover for the companies’ return handling
costs. A few retailers point out that it might also counteract an unsustainable consumer return
behavior. Of those where physical sales are the largest part of their business, a few retailers
argued that online return fees are also a way to steer customers to return items in-store where
they can easily be put out for sale again. One fashion retailer that offers free returns both online
and in-store expressed that if one believes that charging for returns is a beneficial strategy, it
might require industry initiatives or regulations, as many companies are probably concerned
about losing sales to competitors. Moreover, if customers want to reclaim a purchase, a few
retailers require pictures of the items for inspection, and firstly offer a price reduction to
encourage consumers to retain the purchase.

Within the electronics sector, two companies have the majority of sales in-store, which is also
where they receive the majority of returns. One retailer steers customers to return items in-store
by requiring a fee to return items online. The other offers free online returns, and argues that a
generous return policy is a part of their business strategy. Although it might entail slightly
larger costs, it is motivated by providing security for their customers. One retailer that mostly
offers B2B sales also has a take-back policy. This is a written agreement with their business
customers, mainly in regards to large sales parties, where after a certain amount of years the
retailer takes back the products. The products are then refurbished and resold, either to new
business customers, or in most cases abroad where they come to use. They also expressed that
there is a significant difference when it comes to rights for B2B customers and consumers.
Consumers have more generous rights when it comes to returning open packages and
inspection of the products before a return, while B2B customers do not.

4.1.3 Analyzing return data

All retailers collect and monitor data on sales, returns, and reclaims. They register returns and
update the inventory status of returned products to make them available for sale again, and
have automated processes and data systems for the return processes. A few retailers also work
with third parties to optimize data systems and software for their return handling systems. In
general, retailers argue that they have sufficient data on their return processes, and work a lot
with the data they have. However, to which extent the data is used differs.

When it comes to the magnitude of returns, there is a slightly different attitude towards the use
of that data, as well as transparency of sharing it. Within the fashion sector, two retailers that
shared their return rates positioned around the average 20-30 percent in Europe (Duhoux,
Lingaes Bekkevold & Mortensen Fogh, 2024). Three others did not have or share specific
information on their return rates, but predicted that they are likely within that span. Among two
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retailers that declined to disclose their return rates, one predicts that they position lower than
average on the market, while the other reasons that their product category typically experiences
a relatively high return rate. In general, the return rates within the fashion sector also differ
significantly between markets, product categories and consumer categories. Retailers also
experience an increased amount of returns during larger sales periods, leading to seasonal
fluctuations in return volumes.

All fashion retailers actively analyze return data to streamline their operations. A few retailers
expressed that by analyzing sales and return patterns, they can optimize procurement to reduce
overproduction and prohibit having to put unsold garments for sale. Data is also analyzed to
ensure correct sizing of all products, and to create generic sizes regardless of garment style to
minimize ill-fitting customer purchases. In addition, by tracking sales, returns, and customer
reasons for returning items, they can quickly note if a product presents unusual increases in
returns and apply measures accordingly. Sometimes this requires follow up with the online
team, suppliers or the product design department, particularly for reclaims. Via an external
return handling company, two retailers also have the possibility to track the magnitude of
returns expected to arrive at the return storage unit. Despite not being used on a daily basis,
this is considered beneficial during larger sales periods, enabling the company to be prepared
when large amounts of returns are about to come in.

Within the electronics sector, two retailers do not systematically track or work with their return
rates, as they experience a generally low magnitude of returns. One of these retailers tracks
their error rates to enable follow up with suppliers, and all products that go to scrap where
components are reused or recycled are documented. This documentation mainly occurs at
warehouse level to monitor any unusual increases in scrapped products. Such increases are
often not related to returns but rather to causes like damage in stores or theft, which is fairly
unusual. However, for online returns, similar systems to those in the fashion sector are used to
identify products that are frequently returned, allowing the online team to take appropriate
measures. The retailer that has their majority of sales B2B tracks their return rates also shared
that despite the fact that they have a generally low return rate, they sell a large amount of
products, which means that they also receive quite a large amount of returns.

4.1.4 Attitude towards returns

A few fashion retailers express an active interest and work towards optimizing return handling
and reducing return rates. They view returns as an important focus area within their operation,
and argue that there is both a large economic and environmental gain in reducing returns
further, as well as positive outcomes on customer satisfaction. The matter of cost is one of the
main incentives for retailers to work with returns. All retailers agree that returns entail
significant costs, particularly within the fashion sector, which generally experiences high return
rates. The resources and systems required to process and handle returns are costly, and it might
lead to products having to be written off or sold at discount, which is also a loss of value.
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Within the electronics sector, one retailer argues that returns have been a natural part of the
company’s business model since the beginning. It is both viewed as a valuable strategy to
provide safety for customers and encourage sales, as well as improving sustainability. The
representative expressed this as follows:

[...] on one hand it is important that we get customers to purchase, it is a way for
consumers to feel secure. But there is also a sustainability aspect in it as well. Buying
a product and then not being satisfied and putting it in the chest of drawers, that is of
no use to anyone. It is not good for you, not for us, not for the environment. Then, it is
better to come back with the products so that someone else can use it instead.
(Operating & Sustainability Manager)

Additionally, this retailer has resources to manage end-of-life or end-of-use electronics. The
company actively encourages customers to return products regardless of their condition,
particularly at end-of-life, to promote reuse, refurbishment, or recycling rather than leaving
them unused in consumers' homes.

At the same time, a few fashion retailers argue that returns are not their main focus area overall.
As returns stand for a very low magnitude of the company's climate footprint, there are other
aspects where efforts are made to improve sustainability. The main focus area is often the
production of products, the upstream operation, as this has the most impact on environmental
concerns. One fashion retailer argued the following:

There is a lot of talk about returns, and the environmental impacts it has. Only
transport emissions account for about 5 percent of our total CO2 impact, and of these
5 percent, returns account for 4 percent. So in the order of magnitude, returns are a
very, very small part of our climate footprint. [...] The logistics, of course, that is
absolutely relevant, but it is the products, how the products are manufactured, that has
the absolute largest impact. (Sustainability Director)

Furthermore, several fashion retailers are currently mainly concerned with upcoming
requirements related to the overall EU Strategy for Sustainable and Circular Textiles, which
entails that effort is put on other aspects than returns. At the same time, a few of these retailers
agree that it is important to improve every part of their operation, and that addressing returns
contributes to reaching other climate and environmental goals within the organization.

The general view among fashion retailers is that their current return handling systems are
functional, and that there are no specific areas where they experience particular difficulties.
However, returns are a large part of their operation, with significant effects on their business
in terms of costs, customer relations and environmental impacts. All retailers agree that they
want to, and see potential in, reducing the magnitude of returns and optimizing their return
handling systems. There are incentives among fashion retailers to constantly develop and make
continuous improvements in the return process. However, the details of what that entails are
uncertain. One fashion retailer expressed this as follows:
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Return rates, economy and sustainability go hand in hand. There are no contradictions
in trying to minimize return rates, everybody wants that. In that sense it is a fairly easy
subject, despite that no one has found the key to not having any returns at all.
(Sustainability Director)

4.2 Return handling practices and strategies: Reuse/refurbishment company

Working with e-commerce retailers, physical stores, distributors and suppliers, the
reuse/refurbishment company provides various return handling solutions depending on
agreements with their partners. One part of their business is taking care of products that end up
outside of retailers' linear flows by refurbishing and bringing them out on the market again.
When it comes to returns, they mostly work with retailers that sell consumer electronics, white
goods, furniture, bicycles, and other products within these categories. The retailers retain
ownership of the products, and after they have been processed and sold by the company, the
profit is divided between them after reduction of the refurbishing process costs. According to
the company, their business around return handling usually carries itself. It might not provide
significant revenue for their partners, but it is a way to extend the life of their products instead
of them being discarded or written off. The reuse/refurbishment company representative
expressed this as follows:

In the vast majority of cases, the business carries itself. You might not make a lot of
money from it, but you do not lose anything either. This profit sharing means that we
extend the life of the products, and instead of this ending up as a negative in their
accounting, or that these products might be thrown away, we make sure that they are
sold.

The company both receive retailers' customer returns directly to their storage unit, as well as
batches of returns that have been collected in retailers physical stores. When returns are
received, the products are inspected and functionally tested. Most products only require light
refreshment, while products of higher quality go through necessary refurbishing measures.
Products with smaller defects that are unprofitable to refurbish, such as broken packages, are
sold at discount. However, there are incentives to increase the value of as many products as
possible, as it entails profitability for both them and their partners. The products are then
brought back out on the market through various channels. Some of the company’s partners sell
the products at their own retail channels. Of the products distributed by the reuse/refurbishment
company, high-quality items are sold through the company’s own retail, available both online
and at a physical store in Sweden. Products of lower value or in poor condition are generally
directed to online marketplaces, where the market determines the price. These channels often
result in lower profitability, but provide opportunities to get all items sold. In general, about 92
percent of the products that are received are brought out on the market again. Of the 8 percent
that cannot be sold, as much as possible is assembled in parts and used for reparation of other
products, particularly electronics. The process can be seen in Figure 2, where green boxes
represent the reuse/refurbishment company’s processes, and blue boxes retailers they work
with.
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Figure 2. lllustration of the reuse/refurbishment company’s return handling process.

So far, the company has accepted all types of returned products from their partners. This means
that they might receive products of very low value and in poor condition that otherwise would
have been discarded, which is not profitable to refurbish and sell. Furthermore, they do not
currently work with fashion retailers, arguing that it is difficult to gain profitability in
refurbishing clothing items, as the products are generally too cheap and of too poor quality.
Another problematic product category is consumer electronics, where they experience an
increase in cheap and poor quality items.

Currently, the company works towards optimizing their process further to increase control of
the inflow of products. By regulating and structuring what kind of products they receive, sales
channels can be adapted to product category and condition, and consumers can be provided
reassurance of refurbished products purchased through the various channels. They have also
recently participated in launching a standardized quality rating system for refurbished
electronics, aiming to make it easier for customers to know the condition of refurbished
products, despite where they are purchased.

4.3 Return handling practices and strategies: Return companies

The return companies offer solutions to improve and optimize return handling processes. All
companies work with retailers within various industries, including fashion and electronics,
aiming to increase profitability and sustainability for their partners. Tailored to the retailers
operations, the return companies provide automatization, digitalization, tools for data analysis,
and digitized logistics and delivery management solutions, streamlining the e-commerce
journey from checkout throughout potential return and reclaim processes.

One part of their operation is optimizing the customer return experience. This includes
improving the on-site experience, facilitating returns and exchanges, providing QR codes and
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shipping labels, offering delivery options and tracking solutions, as well as triggering customer
communication touch points throughout the return process. This improves customer
satisfaction and retention, and speeds up the return process. Moreover, they provide tools for
retailers to administer and analyze their returns. By improving data usage and customer
feedback, retailers can get insights on what products are returned and why, which provides
opportunities to proactively address return issues and optimize sales and marketing efforts.

The return companies also offer return management solutions through the product journey back
to the retailers. One company specializes in delivery management, and working with retailers,
carriers and platform providers, they offer solutions for transportation and logistics. Two
companies also offer automatization and digitalization of the sorting and inspection process.
This streamlines the process, speeds up product availability, as well as reduces retailers'
environmental footprint and handling costs. One company also provides refurbishment
solutions, focusing on optimizing the use of circular practices for treating returns and reclaims.

Among other industries, the return companies work with retailers within the fashion and
electronics sector. One company initially focused on fashion due to its high return rates,
challenges, and potential return on investment. Currently, this company does not work with
electronics retailers, arguing that the sector has a history of well-developed refurbishing
systems with established processes. The other two companies partner with retailers within both
sectors. During recent years, the return companies have experienced an increasing demand for
their services. According to the return companies, there are various reasons for why retailers
work with them to create a more efficient return handling. One major aspect is the potential for
cost savings, as manual processes are expensive. Another important aspect is improving the
customer experience. More retailers are beginning to realize that by focusing on customer
retention, they can also improve profitability. Furthermore, the sustainability aspect of
optimizing return handling might also be an incentive for retailers to improve their return
processes. At the same time, one return company emphasizes that internal perceptions of
retailers' needs and problems vary, and individuals within the company may view challenges
differently. Efforts to seek support from the return companies often emerge from logistics or
warehouse employees, which typically identify issues related to physical handling and
associated costs. Additionally, another return company emphasizes that retailers generally do
not want to deal with non-business activities, motivating them to seek support to streamline
their operations.

When it comes to working with returns, the return companies also emphasize that returns are a
natural part of the e-commerce model. Online sales entails greater customer uncertainty
compared to sales in physical stores, and cannot be operated without offering returns.
According to one return company, the debate on returns is sometimes misdirected by focusing
on eliminating returns, when in fact, returns will always exist in an e-commerce model. The
return companies argue that retailers should work with strategies to streamline the return
process, ensuring that products are returned quickly and efficiently, so that they can be placed
on the market again and come to use. Some retailers have come further than others, and many
are still at a basic level. According to one return company, the main environmental impacts
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from returns stem from unsold goods, or unused goods that remain in consumers' closets or
drawers. The representative expressed this as follows:

[...] what they [retailers] often think about when they say that "we do not have a lot of
returns and it does not affect the environment that much™ is often the return transport.
But in fact, it has an extremely large impact because if you have a poor and slow return
process, you will not get your goods sold. It is in the unsold garment or the garment
that is unused in the consumer's wardrobe that the greatest environmental impact is
found on the returns. But people are not really aware of that, and often only see the
return transports. (Head of Sales & Enterprise Architect)

4.4 Product destruction

Within the fashion sector, a few retailers expressed that disposal of goods only becomes
relevant in rare cases where they end up with products that are prohibited to be placed on the
market, usually caused by manufacturing defects such as chemical content. There was not full
transparency of where these products end up, but a few retailers expressed that it is sent for
energy recovery. According to the retailers, product destruction as a strategy to manage viable
returns is not practiced. Within the electronics sector, one retailer expressed that hygiene
products are the only product category that cannot currently be refurbished and resold.
Although not obliged to by national legislation, the company has chosen to accept returns of
these products, both to increase customer satisfaction and material recycling. According to the
retailer, the current return handling of these products could potentially be considered as product
destruction as they are viable but prohibited to circulate. Another electronics retailer agrees
that a very small part of the returns they receive are scrapped, and when they are, the material
is recycled. The representative expressed this as follows:

We have a 3.5 percent return rate, and out of those, | would say about 1 percent is
scrapped, where products are actually destroyed. So, it is a very, very small part, and
usually those are products that are easy to recycle in another way, for example, by
selling the raw materials found in the products. (Director Backoffice)

Disposal of products might also become relevant when sending items to non-profit or aid
organizations. Some fashion retailers expressed that third parties they work with send certain
items to material recycling or energy recovery. While the magnitude of these flows are not
clear, retailers suggest that it is a small amount of material and only items in very poor condition
that cannot be refurbished and resold. In addition, these items are not likely to arise from the
retailers, but stem from material collected by organizations from end-users at physical stores.
Third-party collaboration also raises concerns about accountability for discarded products. One
retailer has experienced challenges in controlling the fate of products when collaborating with
third parties, despite having the possibility to set certain resale rules for donations and sales.
Another fashion retailer sells their products on a large e-commerce platform that employs
product destruction, by disposing of returned or unsold goods. Although this goes against the
retailer’s own operational strategies, they would have to pay for these items to be managed
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with other return handling practices, which they currently do not do. Two other fashion retailers
have not encountered that question, as they handle returns sold on external platforms through
their own system.

The general view among fashion retailers is that the upcoming ban on the destruction of unsold
goods will not have any particular effect on the companies or their operations. Retailers within
the electronics sector are currently not well informed by the law as it mainly focuses on textile,
but acknowledges its potential to extend to their sector in the future. Similarly, the return
companies and the recycling industry organization expect it to have a limited impact on return
processes. At the same time, all retailers and companies agree that it is a positive step to
regulate product destruction in industries where it is systematically practiced. While distancing
themselves from the practice, a few fashion retailers argue that it is understandable that other
actors might employ it for financial reasons. One fashion retailer expressed this as follows:

With free shipping and free returns, after a number of cycles, the returned product
costs the company more than its value. Economically, it is cheaper to write it off than
to resell it. However, we have never practiced that, and it is terrible from a
sustainability perspective. (Sustainability Director)

There are also various thoughts on what consequences the ban on the destruction of unsold
goods might result in. Some fashion retailers, return companies, the reuse/refurbishment
company and the recycling industry organization argue that the legislation is mainly designed
to affect overproduction and procurement volumes. They believe it will require more secure
procurement forecasts, resulting in less products entering the systems, and will hopefully entail
significant changes within these areas. According to one return company, two potential changes
are a shift toward make-to-order systems with micro factories for on-demand production, and
small-scale production with more localized and iterative processes. Another potential
consequence raised by one fashion retailer is that the prohibition could force retailers affected
by the law to reconstruct these flows of items. This might cause potential shifts in supply
chains, which also raises concerns about the fate of these products.

4.5 Future return handling

4.5.1 Consumer behavior

Within the fashion sector, all retailers agree that the current consumer behavior is a major
challenge. Both when it comes to returns and a more sustainable e-commerce sector overall.
Currently, consumers are offered generous rights when it comes to purchasing and returning
items online, and there are almost no consequences for consumers to order excessive amounts
and return what they do not want to keep. According to a few fashion retailers and return
companies, this behavior is also encouraged by emerging opportunities for customers to make
purchases on credit. While this encourages an unsustainable consumer behavior, retailers also
express that it benefits customer satisfaction. Similarly, the return companies state that the e-
commerce business model is reliant on offering customers the opportunity to return items, and
retailers agree that it is vital to provide a secure and satisfactory online shopping experience to
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increase customer retention. Additionally, some retailers and a return company emphasize that
a customer who returns many items is often a valuable customer as they generally purchase a
lot over time, generating profitability. Many fashion retailers express that customers have a
great responsibility when it comes to their online behavior, which lies beyond the retailer's
ability to influence. At the same time, retailers argue that they recognize their responsibility
and dedicate significant effort to impact consumer behavior.

In line with current efforts on optimizing the customer online shopping experience, there is a
general view among fashion retailers that more can be done when it comes to counteracting the
unsustainable consumer behavior that causes high magnitudes of returns. This is mainly
expected to be managed by improving current measures and strategies previously mentioned
in Section 4.1.2. In general, retailers believe that technological developments, Al, digital
solutions and innovations will play an important role in reducing return rates ahead. Fashion
retailers are also exploring other measures, solutions and initiatives. One retailer is exploring
strategies to encourage consumers to retain products by offering discounts on certain products
registered for a return, and argued the following:

What we are looking at right now is when a customer, for whatever reason, wants to
return, either make a complaint or that they were dissatisfied with the quality, we want
to push the customer to keep the garment. It is not only about making sales, but also
the environmental aspect of it. | think that there will be more such initiatives going
forward, in terms of both letting the customer keep the garments, but also informing
them before the purchase is made. (Chief Operating Officer)

Furthermore, this retailer is currently exploring incorporating environmental costs per handled
or returned product to encourage fewer returns. They could also offer varying costs for different
products; while some garments may be free to return, items with higher environmental impact
or costs could entail an appropriate return fee. A few retailers are also considering adding
notifications at checkout to discourage ordering multiple sizes with the intent of returning them.
In addition, one retailer argued that it might be necessary to implement more stringent
guidelines and directions for consumers.

4.5.2 Data, digitalization, automatization and logistics

The general view among retailers is that they have sufficient data on their customer returns and
return processes, and that there are no particular challenges within this area. At the same time,
the return companies state that usage and optimization of return data look very different among
online retailers in general. Some have well developed digital return systems, while others use
simple and ineffective systems that largely require manual handling. Both retailers and reuse
companies expressed that there is potential, and a need for, working more with return data to
improve insights on return flows and delivery logistics. According to the return companies,
data and digitalization poses large opportunities for improvement of the return processes, and
there will be developments within this area ahead.
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Working with data and digitalization, retailers can improve insights on why returns occur, and
apply measures thereafter. According to the return companies and many retailers, a significant
aspect for actors within e-commerce is understanding consumer behavior. Currently, the e-
commerce industry is moving towards seeing value in having data on how customers behave
and what they want. By providing business insights to their partners, the return companies
enable retailers to take care of information from consumers, understand why returns and
reclaims occur, and take proactive measures in sales and marketing processes. One fashion
retailer also expressed that they see potential in getting better use of the data they have, to
improve the reactive work. Having more frequent analyses of which items are returned and the
customer reasons behind it would enable continuous correction and improvement on product
description, for example.

Optimizing the digital return process also poses opportunities for retailers to improve the
customer experience all the way from a purchase online, to receiving the product, and a
potential return. Both return companies and retailers stress the importance of customer
satisfaction and retention. According to one return company, a major motivation for retailers
to improve their return experience is that it is currently challenging to drive new customer
acquisition. The costs for customer acquisition and the cost of capital have risen significantly,
forcing retailers to focus more on retention. According to the return company, e-commerce
retailers do not have that many tools to work with when it comes to driving customer loyalty,
but if they work more with operational issues, it provides tools to improve loyalty as well.

Both fashion retailers and return companies stress the importance of making returned products
available for sale as soon as possible. One return company expressed that a potential future
approach to return handling involves stocking goods as soon as customers initiate the return
process digitally. This would allow retailers to anticipate when items will arrive at the storage
unit and become available for resale, offering a proactive advantage without the need for stock
inspection. Another return company also sees the potential to steer how various returned
products are processed, where season-specific items that are particularly important to get out
quickly can be prioritized, while items that sell all year around can be treated with more cost-
effective and environmentally friendly return options. In addition, this poses opportunities for
retailers to initiate payback to consumers as soon as the return is registered, aiming to
encourage them to make a new purchase and thereby improve customer retention.

Historically, and still often, retailers receive returns to their central storage unit for manual
sorting, where defective items are sent to various handling stages such as refurbishing or
scrapping. One return company provides solutions that enable products to be sent to the
accurate destination from the moment the customer registers the return. Two companies also
offer automatization and digitalization of the sorting and inspection process. By offering
decision support based on product information, product value and margin, the products can be
directed through channels where it is most profitable to treat and more likely to get the product
sold again. These strategies avoid steps of manual handling and inspection, speeds up product
availability, and poses opportunities to bring down costs as well as reduce environmental
impact. Additionally, it simplifies processes for cashiers that receive in-store returns, by
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guiding them on whether to display items in-store or send them to the storage unit. According
to one of these companies, many retailers do not currently have a clear strategy of how to
process these flows of items.

To avoid processing through the return handling system, one fashion retailer expressed that it
might be worth exploring solutions that enable returns to be directed from one customer to
another customer purchasing that item. At the same time, another retailer and one return
company argues that as the products would not go through inspection and repacking by the
retailers, this entails less control of product quality, brand image and customer experience.
These kinds of solutions that exclude retailers' inspection of returned items, including the use
of third parties offering this service, also open up the possibility for customers to not use it
correctly. According to the return company, it would require systems that are transparent
enough so that the retailers can remove their manual intervention. In addition, the opportunities
for this also probably has a lot to do with what kind of products are processed and its value, as
high-valued products are more likely to be maintained under the retailer's control.

There are also opportunities for retailers to optimize and improve their reverse logistics
systems. Some retailers that receive returns both online and in-store are looking into ways to
integrate their physical stores and online platforms more effectively. One electronics retailer
that currently only sells discounted products in their physical stores is working towards setting
up an online outlet solution. This would entail that products from every store, with their specific
assortment, are available online to a wider range of customers. Another fashion company is
exploring ways to connect their physical stores and their online shopping service, so that online
customers can reserve items in physical stores or directly purchase items from stores,
essentially treating them as storage units. This would enable customers ordering online to get
items delivered from the closest store instead of the central storage unit, which has potential to
reduce transportation, speed up delivery time, and open up for more delivery options. This
integration is also likely to streamline the return handling processes. Retailers that have the
majority of their business in physical stores also express that there are opportunities to optimize
the distribution of returned and in-stock products between physical stores to optimize sales.

When it comes to logistics, one fashion retailer argues that there might be potential to
collaborate more between companies. Those that have well-functioning systems and resources
for return handling could potentially integrate other retailers' flows of returns into their systems.
The same mindset could be applied when it comes to maintaining the best possible degree of
loading of goods during transportation. Potentially, returns could be collected and sent to one
or a few places rather than all retailers, despite size, having their own separate systems.
However, the retailer also argues that it requires consideration of costs, transport distances and
other aspects to evaluate if this would be beneficial. In addition, one return company states that
the idea of connecting these logistics flows faces challenges. The market is currently operated
by commercial actors that do not want to collaborate with competitors, and all e-commerce
actors are using various return solutions. Several pilot projects and initiatives have emerged
within logistics, but nothing has succeeded on a large scale as no one owns the question. For
this reason, the return company argues that political decisions or regulations may be needed
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for change. At the same time, returns are problematic for delivery actors, as it is easier to deliver
a batch of parcels than collecting smaller amounts scattered at various locations. The return
company expressed this as follows:

Returns are, oddly enough, still difficult from a logistical perspective. Logistic flows
are fairly easy to describe academically, but in reality, it is difficult to achieve
synergies and to gain momentum on new solutions. (E-commerce Evangelist)

4.5.3 Circular practices

In the fashion and electronics sectors, refurbishment and recycling efforts are a part of all
retailers' return management strategies to recover defective items. Electronics companies
refurbish defective and returned products both in-house and through external partners, and
there are well-developed systems for the processes. Similarly, fashion retailers handle minor
refurbishments internally, while sorted out defective items are sent to non-profit or aid
organizations taking over responsibility to handle and manage the products. In general, the
refurbishment and recycling systems for the electronics sector are more developed than for
textiles. A few fashion companies see potential to move more material up the waste hierarchy
to maintain product value, and are exploring various solutions to enhance circular practices
within the industry.

A few fashion retailers express that there is currently a lack of infrastructure to expand
refurbishment and recycling of returned textiles. One fashion retailer specifically states that the
infrastructure for receiving, sorting, and refurbishing textile products is immature, highlighting
the need for further development. Besides the non-profit or aid organizations many fashion
retailers partner with, there are few, local, small-scaled actors on the market to explore new
initiatives. This leads to high costs, making it difficult to advance such initiatives, and causes
a few producers to consider whether it can be done abroad, potentially in the Baltic countries.
Meanwhile, a few retailers emphasize that they want to keep production as close to the
consumers as possible to achieve a quicker market turnaround and enhanced sustainability. At
the same time, one return company specialized on refurbishment and the reuse/refurbishment
company argue that they are hesitant to large-scale circular solutions to treat fashion items, as
these products often have high margin and low value, resulting in low profitability. In addition,
the return company argues that the fast-fashion sector is characterized by frequent seasonal
turnover, leading to unwanted returns when items reach the warehouse. They expressed this as
follows:

Fast-fashion companies have so many seasons in a year that when items are returned
to the warehouse, there is no demand for them, and they cannot do anything more with
them except basically dispose of them. On the other hand, they have such a high margin
on each product that it works within their business model. (Chief Executive Officer
Return company)
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For low-margin, high-value products such as electronics, there is profitability in refurbishing
and recycling of returned items. Beyond the value of products, a specific aspect of the
electronics sector is its dependence on critical raw materials. Two electronics retailers
emphasize the need to retrieve end-of-life materials due to the critical use of metals, of which
one retailer stresses its active efforts to increase such collection.

To promote the circulation of returned products in the future, a few fashion retailers, one return
company, the reuse/refurbishment company, and the recycling industry organization
emphasize the importance of product design. They highlight the need to produce products that
are reusable, recyclable, of higher quality, and have longer lifespans, to maintain higher
margins from the start and make repair processes profitable. One electronic retailer also argues
that as a large actor on the market, they also have responsibility to purchase high-quality
products to sell. Additionally, one electronic retailer and the reuse/refurbishment company
emphasize the need for financial support. Despite having a well-developed system for
refurbishing and recycling measures, current refurbishment methods for electronics require
significant manual labor and incur high costs. Both companies stress that circular operations
must be profitable, and cannot only be environmentally motivated. Additionally, the electronic
retailer expressed that if processing costs were lower, the purchase prices for refurbished
products could be reduced, benefiting both businesses and consumers economically.
Furthermore, the reuse/refurbishment company emphasizes that it would benefit their operation
to remove the current taxation on the sale of used products, where products are subject to VAT
taxes when sold both the first and second time. Moreover, the recycling industry organization
emphasizes that the achievement of circular practices requires producers to unit and advocate
the establishment of supporting mechanisms. For instance, a circular leap, similar to the state-
supported climate and industrial leaps, where stakeholders can seek funding for new ideas and
projects.

According to one return company, it is necessary to promote large-scale solutions to achieve
profitable circular operational processes within the textile industry. This includes, for instance,
a single location equipped with an efficient refurbishment process, where numerous actors can
send products that require treatment before resale. They emphasize that there are actors with
these ideas on the market, while it is crucial for one or two larger companies to come together
and establish a common concept; then others will follow. At the same time, such collaborations
come with challenges. One fashion retailer expressed that there are difficulties in establishing
industry-wide initiatives due to each company's unique operations and product portfolios.
Additionally, the recycling industry organization stated that stakeholders have different views
on how textile flows should be managed.

Compared to the electronics sector, the current recycling systems for textile products are less
developed. To promote fiber recycling, one fashion retailer recognizes the logistical potential
of expanding existing product flows and partnerships with non-profit or aid organizations who
currently handle their return flows, to also provide recycling services. Nevertheless, they raise
concerns about the practicalities of this process, particularly for garments made of mixed
materials and different components. Additionally, the recycling industry organization
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emphasized that producers likely will need to contribute financially to facilitate fiber recycling.
This could be done through financial support for the technology or through commitments that
ensure consistent material supply, for example B2B agreements where producers undertake to
supply/purchase a certain amount. The organization argues that such commitments are essential
for potential investors, providing assurance of market demand. Furthermore, they also stress
the importance of top-down targeted financial support for actors willing to invest in recycling
technology, since the decision highly depends on profitability. The fashion retailer discussed
the potential for development of fiber recycling as follows:

We could let them [the non-profit organization] handle some kind of flow of textiles
for recycling as well, but they must somehow be able to afford it. Maybe we as
producers could pay for it, | am not sure. Either way, they would not be able to do it
for free; they would go under. But as they already have their collection bins around
Sweden as well as us retailers sending them products, they already have this flow of
items. (Supply Chain Manager)

4.5.4 Identified hinders and enablers for managing product returns

According to the actors participating in this study, there are several factors that hinder potential
changes in managing product returns within companies. One factor is the current consumer
return behavior, where retailers experience challenges trying to navigate strategies that
encourage consumer retention and satisfaction, but also entails high returns rates and associated
costs. This is particularly evident within the fashion sector, and stems from the current
excessive consumption behavior in society. Furthermore, the lack of infrastructure and
opportunities for refurbishment and recycling of returned fashion products hinders use of
circular practices to treat returns within the sector. This is also fostered by the production of
low-quality products that lack value to bring back to the market, and are thereby not profitable
to treat. Furthermore, the matter of profitability is a crucial aspect when it comes to strategies
and practices for return handling, and constraints the opportunities for retailers to implement
strategies to manage product returns.

One factor that facilitates changes in managing product returns is to encourage a sustainable
consumer return behavior, and thereby reduce the magnitude of returns in the first place.
Another factor is the collection and analysis of return data, which enables optimization and
insights of return processes. In addition, digitalization and automatization would streamline the
return processes, enabling quick reintroduction of products on the market, as well as reduced
costs and environmental impacts. Furthermore, the development of infrastructure and actors
that enable large-scale refurbishment and recycling of textile provides opportunities for fashion
retailers to engage in these practices. Moreover, financial support would enable both fashion
and electronic retailers to engage in circular practices while ensuring profitability. Within the
fashion sector in particular, another factor is product design, where high-quality products
designed for refurbishment and recycling facilitates circulation and longevity in our production
and consumption systems. The hinders and enablers identified by the actors are presented in
Table 4, in no particular order.
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Table 4. Hinders and enablers for potential changes in managing product returns within companies.

Hinders Enablers

. Encourage sustainable consumer return
Consumer return behavior behavior

Lack of infrastructure for . .
. . Collection and analysis of return data
refurbishment/recycling

Production of low-quality products Digitalization and automatization of return
processes

Profitability Development of infrastructure and actors for
circular practices

Financial support to facilitate circular
practices

Product design

In total, 10 retailers, three return companies, one reuse/refurbishment company and one
recycling industry organization participated in the study, and highlighted various factors as
hinders or enablers for potential changes in managing product returns. In Figure 3 and 4, the
number of each actor that stated the identified hinders and enablers respectively are presented.
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Hinders for potential changes in managing product returns

m Retailers m Return companies m Reuse/refurbishment company Recycling industry organization

0 -

Consumer return behavior Lackofinfrastructure for  Production of low-quality Profitability
refurbishment/recycling products

Figure 3. Actors that stated the identified hinders respectively.
As shown in Figure 3, most actors identify profitability as the main hindrance for changes in

return management. Retailers also define consumer return behavior and lack of infrastructure
for refurbishment and recycling as two major challenges.
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Enablers for potential changes in managing product returns
Retailers m Return companies Reuse/refurbishment company Recycling industry organization

10

0 l l

Encourage Collection and Digitalization and Developmentof  Financial supportto Productdesign
sustainable analysis of return automatization of infrastructure and facilitate circular
consumer return data return processes actors for circular practices
behavior practices

Figure 4. Actors that stated the identified enablers respectively.

As shown in Figure 4, retailers identify encouraging sustainable consumer return behavior as
the main enabler for changes in return management. Both data collection and digitalization of
the return process are deemed essential by all three return companies. Additionally, the
reuse/refurbishment company and recycling industry organization stress financial support and
product design, with the latter also highlighting opportunities in developing infrastructure.
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5. Discussion

This section provides a thorough overview, combining literature and empirical data, of the key
factors essential for advancing future return handling practices.

5.1 Practices and strategies for future return handling

As the results show, many fashion retailers expressed that consumer behavior is both a hinder
and an enabler for managing product returns. Almost all fashion retailers agreed that most effort
is put on this area when it comes to working with returns, to target the root cause of returns
occurring in the first place. In general, fashion retailers argue that the sector is characterized
by an unsustainable consumer behavior, aligning with previous literature from Cullinane and
Cullinane (2021), Roberts et al. (2023), and Zhang et al. (2023). As presented in Figure 4, the
results indicate that retailers view addressing unsustainable return consumer behavior as the
most crucial aspect for improving return management. Therefore, strategies towards consumers
might be important to overcome the excessive return behavior, and work towards more
sustainable production and consumption systems in general. At the same time, many fashion
retailers highlight that a great responsibility also lies with the consumers. On one hand, this
poses questions for how much retailers can influence their customers' behavior through
operational strategies, and whether this approach is sufficient. On the other hand, it is also a
comfortable position for retailers to direct major responsibility on their consumers. As long as
retailers offer opportunities for consumers to order and return excessive amounts of items, the
fashion sector will proceed to be characterized by an unsustainable return system structure. To
achieve a system shift in our production and consumption patterns in society, away from
excessive online returns, consumers need to change their behavior, but retailers also need to
further recognize their responsibility. It will require additional efforts from retailers, aside from
current strategies towards consumers, as this approach solely will not have sufficient impact.

While fashion retailers prioritize strategies to affect consumer behavior, the results provided
little information on whether or not applied measures in fact reduce return rates and produce
desired effects on consumer behavior. According to this study, only one fashion retailer had
information on follow-up of customer use of size charts, where they observed that it contributes
to reducing the return rates if customers use them. Furthermore, no retailer presents their
strategy for return policies, whether applying return costs or offering free returns, as a
beneficial strategy to encourage sustainable consumer behavior. Return policies seem to not be
primarily designed or implemented to reduce customer returns but to cover for return handling
costs. Any reduction in returns is rather to be seen as a positive side effect. This shows that
there is a need for retailers to analyze the effects of strategies and return policies towards
consumers, to gain more insights which can be used to design and apply measures with optimal
effects on consumer behavior. Identified by all three return companies as potential for future
developments within return management (see Figure 4), retailers should focus on improving
collection and analysis of their return data.
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When it comes to addressing consumer return behavior, fashion retailers are currently
exploring potential future improvements and expect innovations, technological developments,
Al and digital solutions to contribute ahead. However, aside from providing sufficient
information to consumers and offering sustainable options for online purchases and returns,
fashion retailers are probably hesitant to take extensive measures in terms of stricter return
policies. Retailers are not likely to be prepared to challenge their customer retention by
applying more stringent return policies, as their business model is based on customer relations.
In addition, as a few fashion retailers and one return company stated, a frequently returning
customer is often a valuable customer, as they purchase a lot over time. Individual companies
are also not often prepared to take extensive measures on their own, but generally adapt to
competitors on the market. If stricter regulations towards consumers is considered as a
beneficial strategy for a more sustainable future return handling, one solution could be to
introduce policies or regulations on a sector level. Stricter return policies that apply for all
fashion retailers would entail that retailers cannot continue offering their consumers generous
return rights, while at the same time prevent consumers from returning excessive amounts.

Another aspect of the return handling process involves refurbishment and recycling of
defective goods. This study showed that it is currently unprofitable to circulate textile, due to
the products low value. According to some fashion retailers, the return companies, the
reuse/refurbishment company as well as the recycling industry organization, the economic
value of an item is of importance when determining whether or not a returned product is to be
prepared for resale (Roberts et al., 2023). According to Cullinane and Cullinane (2021) and
Karlsson et al. (2023) as well as several actors within this study, the fast-fashion sector is
generally characterized by companies that produce and sell cheap, low-quality items. In
addition, the sector has a frequent seasonal turnover, which leads to unwanted returns when
items reach the warehouse. According to one return company, as there is no demand for these
products, retailers are not motivated to process them in any other way than disposal, which
aligns with the retailers’ business models due to the items’ high profit margins. However,
according to this study, all fashion retailers argue that they take back and recirculate all returns
despite value. At the same time, a few retailers also expressed an understanding for other actors
who operate in this manner, which indicates that they experience the same issue. To increase
circulation of returned fashion goods, it will require production of products with higher quality,
both profitable to circulate but also designed for refurbishment or recycling. This highlights
the importance of product design, as high-quality garments last longer, may not be returned as
frequently, and if they are returned, there are opportunities for them to circulate multiple times.
Retailers will have to address this in line with the upcoming Ecodesign for Sustainable Products
Regulation, which aims to improve the design of products to ensure they are capable of
circulating (European Commission, n.d.). This is required for a development towards a more
sustainable return handling and textile sector as a whole.

In contrast to the textile sector, this study confirmed that consumer electronics are generally of
higher value, and there are established systems for refurbishment and recycling of electronics,
aligning with previous studies by Zhang et al. (2023). In addition, electronics retailers argued
that the industry depends on critical raw materials, further motivating refurbishment and
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recycling efforts. At the same time, the study showed a current lack of infrastructure for large-
scale refurbishment of textile and fiber recycling. Fashion retailers see potential to move
material up the waste hierarchy, potentially by optimizing existing flows and structures within
the system. Retailers expressed that to enable large-scale refurbishment of fashion items and
upscale of fiber recycling, as well as to encourage electronics retailers to engage more in
circular practices, they demand financial support. However, this raises questions of which part
should be responsible for the funding. For development of circular practices in the fashion
sector, one solution could be to create a “circular leap," as the recycling industry organization
suggests, where stakeholders can seek funding. This would entail top-down governmental
financial support, enabling companies to explore and develop circular solutions. At the same
time, it will require investments from the fashion retailers as well, and these companies must
actively choose to commit to supporting such establishments. Both by investing financially in
technologies, as well as committing to ensure consistent material supply through B2B
agreements where producers use these services. In this study, only a few retailers expressed
interest in doing so. In general, retailers are primarily focused on their core business activities
and may not be motivated to invest in initiatives unrelated to their main operations. However,
for this development to happen, their contribution will be necessary. At the same time, one
might question whether it is reasonable for the textile sector to invest in and prioritize measures
designed to address the outcome of a problem rather than its cause; putting poor quality
products on the market from the beginning that are not needed.

Currently, many fashion retailers have a return handling system based on two flows, where
outsorted defective items that cannot get sold through any of their channels are sent to non-
profit or aid organizations that take responsibility for the fate of the products. According to the
retailers, this strategy entails that products that cannot get sold internally are sold through other
channels, material recycled or energy recovered. At the same time, one can question how much
of that textile material is recycled. Material recycling likely entails that products are
downcycled, since the study showed that there are limited opportunities for recycling of textile
on the Swedish market today. These products are likely sold second hand, donated abroad, or
sent for energy recovery or incineration. There are still uncertainties of the magnitude of these
flows, how much material is sent abroad, and where it finally ends up. In addition, there are
other similar third-party actors on the Swedish market stating that their current inflow of textile
is greater than the market demand, resulting in that items that cannot get sold nationally are
sent abroad (Myrorna, n.d.). On one hand, this is a strategy for retailers that ensures that
products that cannot get sold internally are sold through other channels, material recycled or
energy recovered. At the same time, it is convenient for retailers to sort returns into two streams
and partly resign from their responsibility by letting third parties manage the products. The
upcoming Extended Producer Responsibility legislation will hopefully counteract this, as it
aims to hold textile producers accountable for their products post-disposal (European
Commission, 2023b). However, the mentality among retailers might persist. In the future,
retailers must make sure that they have systems and strategies to take responsibility for their
products all the way to their end-of-life. Furthermore, a trend was noted among a few fashion
retailers in this study to further encourage consumers to retain items they wish to return.
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Similarly, companies should still take responsibility to ensure the products are managed in the
best possible way, and limit shifting the burden onto their consumers.

When it comes to the reverse logistics systems, the results showed that retailers do not currently
experience any particular challenges, while there are opportunities for improvement. For
retailers with both online and physical stores, there is potential to optimize their omni channels
to streamline the return process, also found by Karlsson et al. (2023). This study presents
suggestions on initiatives from retailers to facilitate online sales of physical returns, which
would enable products to quickly be put out for sale again, reaching the right customers.
Furthermore, the inspection, sorting and distribution process of returned items at the storage
units currently requires manual labor and costs, in alignment with previous research from
Cullinane and Cullinane (2021). As presented in Figure 4, all return companies identified
digitalization and automatization of return processes as potential for optimizing the future
return handling systems. According to the return companies, many retailers on the market
generally have limitedly optimized return systems. In this study, only a few fashion retailers
identified these strategies potential. These retailers currently work with actors such as the return
companies, which might be an explanation to why they present these strategies. This means
there are opportunities to streamline the return process for retailers whose current efforts have
not advanced as far.

The results also presented suggestions for collaboration between retailers, where the current
diverse reverse logistic flows can be connected and optimized. Potentially, retailers with well-
developed systems can integrate other retailers' reverse flows through partnerships and
agreements. At the same time, logistical collaboration is challenging. In general, all retailers’
return systems and handling processes look different, aligning with previous studies by
Cullinane and Cullinane (2021). Retailers have constructed their own reverse logistics systems,
processing of returned items, and return management strategies. Similar to the return
companies strategies, efforts to improve future return handling need to be tailored to the various
needs of the retailers, aligning with their business models and operations. Furthermore, there
are additional actors participating in the return systems. For example, retailers collaborate with
third parties for return treatment, refurbishment and recycling measures, delivery, transport and
logistics. This means that efforts to improve future return handling requires a holistic view of
the return system, for specific innovations and solutions to be beneficial.

In general, the results showed that retailers view returns differently, and dedicate various efforts
to improve their current return handling systems. Some retailers within the fashion sector
argued that the climate impact from returns constitutes a very small part of their operation,
referring to transport and CO2 emissions from the return process. Environmental impacts from
the production of items is argued as the area that requires most effort when it comes to
improving sustainability within the sector. As some retailers expressed impacts from returns as
almost insignificant within their operation, this poses questions for the value and importance
of focusing on optimizing the return processes. Although, one return company expressed that
the greatest environmental impact from returns comes from unsold or unused goods. One can
thereby question the sole argument of transport emissions as the reason why returns do not
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receive larger focus from retailers. According to Cullinane and Cullinane (2021) and Zhang et
al. (2023), all additional steps of the return process contribute to increased energy and resource
consumption, potential greenhouse gas emissions, and waste. At the same time, Zhang et al.
(2023) states that retailers currently have limited information on the magnitudes of
environmental impacts from return handling processes. This is supported by the results in this
study, as no retailer expressed that they have extensive information on environmental impacts
from their return system. This indicates that there is a need for improvement within this area,
in order to properly evaluate the environmental impacts of the return processes to make
motivated decisions for a sustainable future return handling.

From the results in this study, it is evident that the matter of profitability is a crucial aspect
when it comes to strategies and practices for return handling. As shown in Figure 3, most actors
in all categories believe that ensuring profitability is necessary to drive future changes in return
management. All retailers agree that returns bring considerable costs to the company, and most
decisions and strategies within return handling are motivated by economic incentives. This
entails that in order to achieve the same goal in terms of cost reductions, companies employ
various strategies, resulting in diverse return systems. In alignment with previous literature
from Karlsson et al. (2023), this study indicated that several fashion retailers lack strategic
goals for their return management, but rather tries to find the most profitable and sustainable
options for various parts of their return operation. All retailers might not motivate their return
strategies and systems based on comprehensive data on costs, environmental impacts and
impacts on consumer relations, but rather view their current system as functional.

When addressing e-commerce returns and return management, as several participating
companies in this study have pointed out, one has to consider that returns themselves are not
inherently negative but rather necessary and inevitable for the e-commerce model. To improve
future return handling systems, the focus should be on streamlining the return process to make
it as efficient, cost-effective and environmentally sustainable as possible. The sectors should
also make sure that all products that are placed on the market, and potentially returned, are
reintroduced to the market so that they come to use. Furthermore, the current debate on e-
commerce returns in society puts significant focus on return rates, and the fashion sector in
particular is recognized for exceeding all other sectors on the market. This may have resulted
in fashion retailers being hesitant to share their return rates and other information about their
return processes. However, the return rates may not be representative of the magnitude of
returns and associated environmental impact, as it depends on the volume of sales, the types of
products sold, and the return process. In addition, there is still a lack of knowledge and/or
transparency among the retailers who participated in the study regarding their magnitude of
returns and the details of their return flows. For retailers and other stakeholders to apply
strategies aiming to improve the future return systems, information and knowledge is required.
Therefore, there must be increased transparency regarding e-commerce returns.
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5.2 The ban on the destruction of unsold goods

In alignment with Nummelin and Wallsten (2023), according to the retailers in this study,
product destruction is not practiced as a strategy for handling viable returns. Within the fashion
sector, disposal of goods only applies in rare cases where items are significantly damaged or
not allowed to be placed on the market, and retailers within the electronics sector only
occasionally scrap products for recycling. Recent European studies show that product
destruction is particularly evident within the fashion industry, where fast-fashion companies
that sell low-value products might not have the economic incentives to accept the costs
associated with returns to put items back in stock (Deckers, Manshoven & Mortensen Fogh,
2023). This was not recognized by any fashion retailers in this study. Instead, they argue that
all returned products are processed, most returned products are in good condition and are resold
at full price through the usual channels in their original market, with minor defects corrected if
necessary. That this is the ideal flow and the route most returned items take is also emphasized
by Cullinane and Cullinane (2021). However, this stands in contrast to previous studies
regarding the occurrence of production destruction on an European level by Di Prospero
(2020), Guzzo, Muratori and Pisano (2020) and Wood (2021). If the results of this study entails
that only defective products go to material recycling or energy recovery, this aligns with this
report's definition, and is thereby not considered as product destruction.

An important aspect when it comes to product destruction is how a viable or defective item is
defined. There is currently no universal definition of the state of products that entails that they
can be sent for destruction without being considered as product destruction of viable consumer
goods. Each retailer defines this themselves, and they likely have different assessments of what
it takes for a product to be sufficiently defective to dispose of, what refurbishment measures
are worth performing, and how defective items are processed. This means that a product that
potentially could be restored through minor measures could technically be sent for destruction
instead. The retailers in this study stated that they basically restore all items, but at the same
time, this possibility remains. Since there was a lack of detailed information about the sorting
process and the handling of defective goods, especially from retailers outsourcing the return
process, it cannot be certain that this is always the case.

At the same time, it is evident from this study that there might be flows of products that end up
being destroyed. The results obtained from fashion retailers indicated that the further away in
the supply chains returned products are handled, the less control of the products. When sending
items to non-profit or aid organizations, retailers have limited control over how the products
are treated, despite having the opportunities to set certain requirements depending on their
partner agreements. As some fashion retailers expressed, the third parties they work with send
certain items to material recycling or energy recovery. The magnitude of these flows are not
clear, and retailers suggest these items are not likely to arise from them but stem from material
collected by organizations from end-users at physical stores. However, there are currently
uncertainties of these flows, which entails that certain products might be treated with strategies
considered as product destruction. Similarly, one retailer selling their products on another large
online retailer experienced difficulties to ensure that their products are not sent for destruction
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by their partner. Despite fashion retailers arguing that it is probably a very small amount of
poor quality items that do not stem from their operation, there is uncertainty of the distribution
and treatment of these flows. To obtain this information, it would have been beneficial to
include third party companies treating discarded items from retailers, as well as large retailers
of many brands that according to this study potentially practices product destruction.

According to all actors participating in this study, the introduction of the ban on the destruction
of unsold goods is expected to have no significant effect on their current operations. It is mainly
expected to target overproduction and production of low-quality items, which will hopefully
be beneficial for circularity in our production and consumption systems overall. However, it is
not clear how potential flows to product destruction on the market will be affected by the
legislation. Any existing flows will have to be treated differently, reconstructing the supply
chains for these products. One potential consequence is that actors such as the
reuse/refurbishment company will experience an increased flow of low quality products that
would otherwise be destroyed. The company expressed that they currently receive items from
some of their partners within other sectors than fashion and electronics, otherwise destined for
destruction. At the same time, they are currently overlooking their opportunities to have more
control over their inflow of products, limiting low-value products that are not profitable to
refurbish and resell. Despite being an understandable strategy from a business perspective, it
could pose questions whether there currently are actors on the Swedish market that can treat
this potentially increasing flow of products previously prone to destruction. However, if there
is as little occurrence of product destruction in other sectors as in the fashion and electronics
sectors according to this study, this should not be an issue.

The definition of the ban on the destruction of unsold goods also makes it difficult to determine
its potential effects on return processes. Previous literature defines unsold goods as items that
have been produced but never sold, are no longer in demand, or have been recalled due to
quality concerns (Robert et al., 2023). These could be products that originate from surplus
stock, require protection of brand image and price integrity, has minor damages, stem from
discontinued models or trends, counterfeits, or are deemed too costly to donate due to VAT
taxes (Elia, 2020; Roberts et al., 2023; Plaza, 2021; Pourhejazy, 2020). As the return process
is a part of retailers systems, returned items might circulate back into these flows of products.
However, it is currently not clear if products that have been sold and then returned will be
considered as unsold goods. This makes it difficult to define which flows in current return
processes and which potential other aspects of retailers operations that might be affected by the
ban. It also complicates the possibilities to estimate the magnitude of products that will be
covered by the law, as well as the potential consequences it might have on the production
systems.

5.3 Limitations and suggestions for future research

Several factors may have influenced the results of this study. Although interviewing experts in
sustainability and/or e-commerce was justified given the purpose of the study, varying roles of
the interviewees led to differences in the type and detail of information gathered. This could
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potentially have resulted in missing crucial information and thus compromising the study's
validity compared to interviewing individuals with similar professional roles. However,
interviews were conducted with individuals selected by their companies as most suitable for
the study's purpose. Furthermore, the consistency of many findings with previous literature
enhances the study's reliability. Additionally, the empirical material was deemed sufficient to
provide an overall picture of current and future return management, aligning with the purpose
of the study. However, stigma surrounding the subject may have affected data transparency
and hence the study's results. Although anonymity was offered to mitigate this influence, it still
remains a factor.

Despite observed trends, the study is limited by the number and diversity of participating
companies, the focus on two specific sectors with distinct characteristics, and the concentration
on opportunities and challenges within the Swedish market. As a result, the findings may not
be generalizable to the sectors as a whole or applicable to different markets, thus compromising
the study's validity. However, the results could still be relevant for e-commerce actors in
various sectors within the Swedish market, with other product categories. Furthermore, it is
worth considering that the study examined return strategies of e-commerce retailers, and that
basing the main empirical material on interviews from companies provides a specific focus.
This suggests that when investigating return handling from perspectives other than that of
companies would likely highlight different aspects as crucial for potential future development.

Looking forward, there is potential to explore other return-heavy industries and/or markets.
Large international fast-fashion retailers or retailers with a broad range of products, including
electronics, may be potential targets as previous literature has noted the practice of product
destruction in such companies (Di Prospero, 2020; Guzzo, Muratori & Pisano, 2020; Wood,
2021). There is also potential to explore the possibilities for policies, regulations, and financial
initiatives to enhance the return process. Similarly, opportunities for reuse/refurbishment actors
within the textile sector should be examined to enable their advancement.
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6. Conclusions and recommendations

This section outlines the study’s main findings, answers the research questions, and provides
recommendations for how potential stakeholders can utilize the report's content.

In conclusion, all companies have constructed their own reverse logistic and return handling
systems. The incentives behind their return handling strategies are mainly motivated by
profitability and customer retention, while environmental sustainability is an important aspect.
Companies do not expect the upcoming ban on the destruction of unsold goods to have any
particular effects on their current return handling processes or operation in general. According
to the participating actors in this study, no retailer uses product destruction as a strategy for
handling returns. However, there are still uncertainties regarding the occurrence of product
destruction. In the future, companies would like to see return processes that are cost-effective,
efficient, and sustainable. Factors that hinder potential changes in managing product returns
for companies within the fashion sector are the current excessive consumer return behavior,
lack of infrastructure for refurbishment and recycling measures, and the production of low-
quality products that lack value to bring back to the market. Enabling factors are
encouragement of sustainable consumer return behavior, development of infrastructure and
actors for circular practices, as well as designing high-quality products that can be circulated
many times. Furthermore, profitability is a hindrance for both the electronics and fashion
sectors, as it inhibits the opportunities for retailers to apply strategies primarily focusing on
increasing environmental sustainability within the return systems. In addition, enablers for
these sectors are collection and analysis of return data, digitalization and automatization of the
return processes, as well as financial support to facilitate circular practices.

This study offers a foundation to various stakeholders that can be used to explore the
possibilities for improvements of return management within the fashion and electronics sectors.
E-commerce retailers can use the findings to explore potential opportunities for optimizing
their return systems, drawing insights from industry peers and specialized return companies.
Companies or organizations that work with retailers can use the material to gain a better
understanding of current retailer operations, decision-making bases and perspectives on
potential measures within the return system. In addition, policymakers can use this report to
better understand how they, in collaboration with market actors or independently, can promote
circularity and a more sustainable e-commerce sector.

The following areas were concluded to entail opportunities for collaboration between societal
actors to improve the return systems. Firstly, the fashion industry could collectively work on
developing infrastructure and opportunities to increase refurbishment and recycling of textile.
Secondly, the fashion industry could collectively develop guidelines or regulations to address
the current return system structure in the market, where companies offer generous return rights
and customers return excessive amounts, which entails large magnitudes of returns. Lastly, the
e-commerce industry could collectively develop a forum specifically focusing on returns,
providing information to actors within the return system on beneficial practices and strategies
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for return handling, as well as connecting all involved actors in the return system to engage in
a joint dialogue on how the future of return management should be developed.
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Appendix |

Interview questions for fashion and electronics retailers.

Part 1 - Selection of return management methods, premises and justifications

Hur det gar till nar en retur mottas fran en e-handelskund? Hur fungerar
returhanteringsprocessen efter det? // How does it work when a return is received from an e-
commerce customer? What does the process look like after that?

Hur resonerar ni kring val av returhanteringsalternativ? Ex. med tanke pa kostnader,
miljoaspekter, policys och regleringar. // How does your company reason around the choice
of return management options? E.g. considering costs, environmental aspects, policies and
regulations.

Part 2 - Challenges, successful strategies and future opportunities

Hur upplever ni att returer paverkar ert foretag? // How does returns affect your company?

Vad ser ni for utmaningar inom returhantering idag? Vad beror det pa? // What challenges do
your company see in return management today? What are the reasons behind them?

Vilka strategier/tillvagagangssatt/metoder har varit lyckade for er inom returhantering? Vad
beror det pd? // What strategies/approaches/methods have been successful for your company’s
return management? What are the reasons behind them?

Hur ser ni pA kommande EU-forbud mot destruktion av osalda eller aterlamnade produkter?
For er och for branschen i helhet? // How do you view the upcoming ban on the destruction of
unsold goods? For your company and for the industry as a whole?

Vilka atgarder tror ni behover vidtas i samband med introduktionen av den lagstiftningen? For
er och for branschen i helhet? // What measures do you think need to be taken in line with the
introduction of that legislation? For your company and for the industry as a whole?

Hur skulle ni vilja se att returer hanteras i framtiden? // How would your company like to see
returns handled in the future?

Vilka atgarder tror ni behdver vidtas for att na dit? For er och for branschen i helhet? // What
measures do you believe need to be taken to achieve that? For your company and for the
industry as a whole?

Finns det nagot inom returhantering dar ni upplever ett behov/intresse/mojlighet av externt
stod for att na dit? | sa fall vad? For er och for branschen i helhet? // Is there anything within
return management where you perceive a need/interest/opportunity for external support to
achieve that? For your company and for the industry as a whole?
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Appendix Il
Interview questions for return companies, reuse/refurbishment company and recycling industry
organization.

e Hur fungerar ert foretag? Vad erbjuder ni till kunder avseende returhantering? // How does
your business work? What do you offer customers regarding return handling?

e Vilka typer av kunder har ni? Fran vilka branscher? // What types of customers do you have?
From which industries?

e Vad ser ni for behov hos foretag nar det kommer till returer? // What needs do you see among
retailers when it comes to returns?

e Vad ser ni som de storsta problemen/utmaningarna nar det kommer till returfragor hos e-
handlare generellt? // What do you view as the biggest problems/challenges when it comes to
e-commerce returns?

e Vilka strategier/tillvagagangssatt/metoder har varit lyckade for er inom returhantering? Vad
beror det pa? // What strategies/approaches/methods have been successful for you in return
management? What are the reasons behind them?

e Hur ser ni pa kommande EU-férbud mot destruktion av osalda eller aterlamnade produkter?

For er och for e-handelsbranschen i helhet? // How do you view the upcoming ban on the
destruction of unsold goods? For your company and for the industry as a whole
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