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ABSTRACT

With therapid devel opment of e-commerce, Chinahasentered anew stage of rapid expansion and intensive innovation.
However, in the process of rapid devel opment of e-commerce, there are al so some problemsincreasingly prominent.
This paper analyzes the causes, current situation, characteristics, mode and some problems of reverse logistics, and
divides its cost composition into three categories: transportation cost, inventory cost and other costs. Based on the
current situation of B2C e-commercereturn logistics servicein China, based on the cause analysisand cost analysis of
reverse logistics, this paper puts forward some suggestions on the cost control of return reverse logistics.

Keywords: E-commerce; return logistics; cost control

INTRODUCTION

Nowadays, anew business operation moderelying on
Internet technology is developing and improving
constantly under the background of the rapid
development of computer network technology and
information technology, and the massesare getting used
to the way of electronic transaction. But at the same
time, thisnew business operation mode aso has some
problems. As people are more and more used to
shopping inthevirtua network, thestuation of returning
and exchanging goodsisalso increasing. Becausethe
information asymmetry between consumers and
merchants may cause the business to fail to meet the
expectationsof consumers, consumersgradudly redize
how to protect therr rightsthroughthelaw, aswell asthe
reasons such asthe delay of product distribution or the
damageinthedistribution, which will causethereturn
and exchange of goods. Therefore, how to control the
cost of reverselogistics has been paid more and more
attention by B2C enterprises.

Deoittereport pointsout that from 2016 to 2020,
China'sforward logistics market capacity will begreater
than 9trillion, and reverselogisticsmarket capacity will
be greater than 2 trillion. If the bottleneck of forward
logigticsinsupply chainisthe“last kilometer”, thenthe
bottleneck of reverselogigticsisthe“first kilometer”. In
order to winaplacein thefierce market competition,

improve customer satisfaction, maintain and improve
customer loyalty to the company’s products, more and
moree-commerceonline sales companies have adopted
amorerelaxed return policy, resulting in asubstantial
increaseinreturns But thenthereisthehighrateof return,
a large number of return costs serioudly affect the
company’sprofits. Therefore, e-commerce companies
realizethat returning to reverselogisticsisincreasingly
becoming a powerful weapon of competition among
enterprises. Returning to reverselogisticsstrategy isan
important meansto enhancethelr competitive advantege,
improve customer satisfaction and improvethe overall
performance of the supply chain.

The management of reverselogistics playsavery
important rolein thelogistics operation management of
enterprises. Because good reverselogistics management
can not only make enterprises improve customer
satisfaction by constantly improving their own quality,
thus improving customer loyalty, increasing the
competitive advantage of enterprises, but aso improve
the utilization rate of materials by reducing the
consumption cogt of materials. Returnlogistics accounts
for alarge proportionin reverse logistics. Facing the
increasing return behavior of consumers, enterprisesin
e-commerce environment will inevitably producereturn
reverselogisticsactivities. At thistime, it is particularly
important to study how to optimizethe cost. Because
most e-commerce enterprises don’t attach great
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importanceto reverselogigtics, they don’'t have enough
management and capital investment, which greatly
increases the logistics cost. Based on the analysis of
previous studies, this paper makesan in-depth study on
the cost of e-commercereturn reverselogistics, which
providesasolutionto reducethe cost of reverselogigtics

2.LITERATURE REVIEWS

The concept of reverselogisticswasfirst proposed in
1992 by stock, who pointed out that “reverselogistics
is a series of logistics activities covering a series of
procedures, such asproduct return, parts replacement,
goodsremanufacturing, wastedisposd, repair, etc.” This
definitionfocusesonthe utilizationand trestment of wagte,
whichissuitablefor interpretation fromthe perspective
of waste product management. However, the functions
and activities of reverse logistics are not described
specifically and clearly™. Later, Rogers and Tibben
redefined reverse logistics in 1998: “the purpose of
reverselogigicsisto makethe goods get the use value
again and dedl with variouswasteseffectively. Fromthe
aspect of operation and cost, it efficiently plans,
implementsand controlsthe activities of raw materials,
processinventory, productsand related information flow
fromcommodity consumptionto remanufacturing point.”
Thisisalso amore comprehensive definition so far.

Theresearchonreverselogigticsin Chinastarted a
littlelate. DuY. X. (2015) introduced the concept of
reverse logistics to Shengbin, explored the close
connection between reverse logistics and ecologica
protection, and the establishment criteria of reverse
logistics supply chain.

Chen X. J. analyzesthe value of reverse logistics.
Firstly, reverselogisticsimproves customer satisfaction
and enhances the competitiveness of enterprises.
Secondly, reverselogistics can promote the continuous
improvement of the quality management system of
enterprises. Thirdly, reverselogistics can shapeagood
corporateimage; 4. Further improve the supply chain
relationship.

Dang G Y. and Duan X. L. think the new consumer
law Sipulatesthat onlineretalersshould alow consumers
to return goodswithin 7 daysafter recelving the goods.
According to thelatest national e-commercereturnand
exchange survey released by modern international
research company, 96% of respondentsbelievethat the
qudlity of returnservice has animportant impact onther

purchase decisons. Therefore, agood return policy will
help to improve customer experience, and also help
enterprises establish agood brand imagein the market.

Accordingto Mou Y. N. , the reasonsfor reverse
logistics include: Subjective factors of e-commerce
enterprises: return caused by information asymmetry,
increase of competitiveadvantage of enterprises. Persond
reasons of consumers: return caused by blind
consumption psychology of consumers. Factors of
commodities themselves. return caused by quality
problemsof commoditiesthemsdves. Therearefour main
reverse logistics operations in B2C e-commerce
environment: (1) Self managed reverselogidtics; (2) Third
party reverse logistics; (3) Strategic alliance reverse
logistics; (4) Integrated solution provider mode.
Accordingto NiuL. P, reverselogigticsisasystematic
operation project, whichisrelated to the cost, service
and imageof the enterprise. Baance scorecard’sfinance,
customers, learning and growth, internal operation and
the company’s scale and strength. In the enterprise,
reverselogistics busnesscomprehensively analyzesthe
drategic position, logistics characteristics, advantages
and disadvantages of the goods operated by the
enterpriseitself, and determines the operation mode of
reverselogigics.

Zhang H. takes JD as an example to study the
problemsinreturnlogigtics (1) Thee-commerceplatform
service is not perfect. (2) The return process is not
perfect. (3) Thereturninformation cannot be obtained
intime. Zhao J. and Li X. C. analyzed the existing
problemsinthe management of returnreverselogigtics:
(2) Lack of returnreverselogisticsinformation system.
(2) Underestimation of return reverselogigtics. (3) Lack
of sound lawsand regulations. (4) Lack of talentsand
technology inthelogisticsindustry.

Zhang H. F. hastaken severa countermeasures. We
can grictly control the quality, reducethe information
asymmetry between consumersand B2C e-commerce
enterprises, suppresstheimpulsve purchase behavior,
select logistics companies.

Luo Q., Cai M. and Li Y. pointed out that the
instability of B2C e-commerce market has greatly
improved. First of all, the cost advantage brought by
information technology makesthe entry threshold of
productslow, and many usalessinformationisprovided
to consumers, resulting in many false and useless
information. Secondly, the ordering and distribution of



Research on Cost Control of Reverse Logistics of E-commerce Return

tangible productsin e-commerce market are separated
from operators. Thirdly, the proportion of intangible
products (information products) hasgrestly increased.
Onceaconsumer buysadefective product, heismore
likely to moveimmediately to an alternative market. In
order to gain more customer trust and loyalty, we need
agood returnmechanism. LiuY. Q. mentioned that B2C
companies should choosetheir own reverselogistics
mode based on their own views. Onthe other hand, it
analyzes that large retail enterprises can consider
establishing reverselogigtics system.

FengY. and ZhangY. R. andyzed four mainreasons
for theformation of reverselogistics. consumer return
behavior, supplier product recall behavior, international
and legd environmentd protection requirements, product
life cycle shortening. Li Y. introduces the reasons for
returnlogisticsunder B2C e-commercemode: (1) The
virtua nature of the network: information asymmetry,
separation of ordering and goods distribution, deceptive
information description. (2) Subjectivity of online
businesses: lack of scientific information description, no
reason for the commitment of return policy, ingability of
consumers preferences.

3. ANALYSISONTHE CURRENT SITUATION
OF E-COMMERCE RETURN LOGISTICS

The development of reverse logistics in China is
unbalanced and lackstheoretical support. Therefore, the
development of reverselogisticshasnot received enough
atentionfrome-commerceenterprises, especidly insmall
and medium-sized e-commer ce enterprises. According
to some data, 43% of logistics managers think that
reverse logistics seems to be less important for
enterprises. More than 33% of enterprises lack the
drategy of reverselogistics. The survey dataprovided
by these materidsisenough to show that enterprisesdo
not pay enough attentionto reverselogistics Thesellers
of shopping webgtes, becauisethey sdl Smilar products,
have strong substitutability. Therefore, they will spend
more energy and time on positive logistics to attract
customers. Because of this, reverselogisticsisignored.
When e-commerce hasn't redlized that reverselogistics
will promoteitsown development, they oftenthink it’s
wise to reduce or even abandon reverse logistics
management. However, inthelong run, onthe basis of
comprehensive analysis of the impact of economic,
environmental and social benefits, it is an extremely
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effective way for e-commerce enterprisesto pay close
attention to reverselogisticsto reduce costs, enhance
image and enhance competitiveness.

Consumers buy and return goods irrationally. In
onlineshopping, becausethe product introductionisoften
mixed with whitewash and exaggerationingredients, in
this case of asymmetric information, thebuyer islikely
to be confused by the product introduction, and the price
IS not expensive, SO it is easy to lead consumers to
impulsive consumption without considering whether the
product is practical for themselves. But when the
excitement disappears, buyersoften chooseto return or
discard. Inreturn, when the postage has been higher
than the value of the goods themselves, these goods
without practical value areaso put into the process of
recycling reverselogigtics Inorder to atract consumers,
e-commerce often makes relatively loose return
agreements, providing protectionfor blind consumption
and return customers. However, compared with the
wholelogigticssystem, thisapproach not only enhances
the positive logistics intensity, but also increases the
burden of reverselogigtics.

The construction of reverse logisticsinformation
systemisnot perfect. The establishment of arelatively
completereverselogigtics systemrequiresalot of capita
and professiond investment. Thiskind of cost investment
isdifficult for non largee-commerceenterprises. Infact,
they do not have enough capital and manpower to
explore reverse logistics system. In addition, the
complexity andingtability of reverselogisticsmakeit put
forward higher and more accurate requirements for
logisticstechnology. Thelack of infrastructureis part of
thereasonfor thelow efficiency of reverselogigtics, which
restrictsthe operation of reverselogistics.

Dueto thehigh returnrateof the current e-commerce
industry, thereturn cost hasbeeninahigh state. To a
large extent, the businessincome of e-commerceisdue
to the transportation cost of returned goods and
secondary distribution, and the impairment cost in the
transportation process.

4. ANALYSISON THE CHARACTERISTICS
OF E-COMMERCE RETURN LOGISTICS

Inthewholevaduechain of anenterprise, reverselogistics
isagoecid part. It hasthesame characteristicsaspositive
logistics, but also hastwo different places. They have
the same logistics functions, such as packaging,
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transportation, storage, etc. Thedifference betweenthe
two liesinthe unique characterigticsof digperson, mixture
and dow and chronic of reverselogistics.

(1) Dispersivity

Thetime, spaceand quantity of reverselogisticsare not
controllable. Waste materidlsmay occur indifferent fields,
different regions, or between different groups. Inaword,
it occursinthe corners of society, al thetime. Just like
this, it hasthe characteristics of dispersion. Forward
logisticsusualy has acertain quantity, relatively accurate
delivery time and a certain delivery point. The main
reasonfor thisdifferenceisthat thereverselogisticsis
mosly dueto theabnorma quality or quantity of goods.

(2) Slowness

The processof online shoppingiscomplicated and takes
alongtimefor consumersto returntheir productswhen
they find that they can’t meet their own needs. Therefore,
consumerswill generadly have higher requirementson
goods return and refund time. However, the current
gtuationin Chinaisthat thereturnand refund timeistill
relatively long. Dueto thewide distribution of reverse
logistics, to acertain extent, it increasesthe difficulty of
collection and arrangement of reverse logistics, and
reduces the speed of sorting and collection process.
Some of the collected wasteis not necessarily ableto
get people's needs in time. In many cases, the waste
needsto be processed twice, and some evenneed to be
used asraw materids. Thisprocesswill takealong time.
All of these determinethat reverselogigticsisdow.

(3) Mixing property

The original waste materials are often many kinds, a
variety of situationsdisorderly stacked together. This
mekesit difficult for reverselogigticsto classfy thewaste
from the beginning. Only after the recycle has been
checked and classified many times, the mixture will
gradudly disappear with the generation of thewaste.

5. CAUSESOF REVERSE LOGISTICSOF E-
COMMERCE RETURN

To andyzethereasonsof customer returnishelpful to
reducethehigh cost of return. Infact, al thereasonsfor
thereturn of goods can beregarded asthat the products
do not meet the expectations of consumers. Objectively

speaking, the main reasons may be product quality
problems, inconsistent description of products and
sdlers, problemsin distribution and damageto goods.
Onthesubjectivelevel, thereasonfor returning goods
may be the unreasonable return of goods due to the
impulse consumption of consumers.

(1) Return due to customer

Asthemarket competition intensfies, inorder to attract
consumers attention and dispel consumers' concerns,
many businesseshave launched aseries of unconditional
returncommitments. Thiskind of commitment can bring
some benefitsto the buyer, but it does not exclude the
occurrence of maicious return of somebuyers. It will
also appear onthe premisethat the goodsfully meet the
quality standards. After receiving the goods, the
consumersfind that they do not likethemand causethe
return of goods.

(2) Return due to supply chain reasons

Dueto the delay of production or transportation, the
products can not be delivered to customersontime. In
this case, some consumerswill ask for return. Inthe
processof transportation and distribution, it ispossible
to damage the product itself and also lead to return of
goods.

(3) Return of goods due to defects of goods

The problem of product itself hasagreat influenceon
whether consumerschooseto returngoods. If thereare
defectsinproduct design, problemsin production and
manufacturing, and thequality of the product isnot upto
the requirements, the seller provides goods not
desgnated by the buyer, etc., whichwill lead to thereturn
of goods.

(4) Return due to information asymmetry

In the e-commerce mode, consumers often know the
characteristicsand structure of productsthrough the
information released by sallerson theInternet, but they
have no chance to contact therea products. Therefore,
when customersreceive the products, theremay bea
certain gap between the physical products and the
informeation about the products published onthe Internet.
If consumersfeel that the difference hasexceeded their
acceptable range, they will returnthe products.
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6. RESEARCH ON COST CONTROL OF
REVERSE LOGISTICSIN E-COMMERCE

(1) Cost composition of reverse logistics for e-
commercereturn

The cost of e-commerce return reverse logistics is
composed of many aspects, including: Logisticscod. In
the packaging, loading and unloading, storage,
transportation and other linksneed alot of cogs. Maerid
consumption costs. It mainly includes consumables,
energy consumption and other tools consumption during
packaging. Labor cost. Inthe processof return, from
the review of return application, to the door-to-door
pick-up, to theinspection of goodsand other processes
consume costs. Other costs. For example, the cost of
management, the cost of logigticsinformation system
maintenance, etc.

(2) Transportation cost

The total cost of the transportation industry for the
purpose of passenger and freight transportationiscaled
transportation cost. Inthereturn process, the process
of trangporting goods from consumersto merchants or
producersrequiresthe help of aircraft, communication,
automobile and other meansof transportation. Inthis
process, alarge amount of fuel oil will be consumed,
which brings alarge proportion of thefuel cost inthe
logistics cost and has agreat impact on the profits of
enterprises.

(3) Inventory cost

Inventory cost isthe total cost incurred in the whole
inventory process. All returned goodsinthe process of
reverselogigticsinevitably need some spacefor storage.
Whether the space is obtained through leasing or
purchase, whether it is self-supporting or third-party
return logigticscenter, thereare certainexplicit costsand
hidden costs, which are storage costs.

(4) Other costs

In addition to the above costs, infact, inthe return of
reverselogistics, eachlink will produce corresponding
costs. Specificdly, thereareresource consumption costs
and labor costs. Resource consumption cost generally
refers to the cost generated by the consumption and
depreciation of materials, devices, equipment, etc. inthe
process of return reverse logistics. For example, when
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classifying, packaging or reprocessing returned goods,
theremust beinput and consumption of materias. Inthis
process, it also needsto be completed with the aid of
equipment, thusresulting inthelossof equipment, which
areall consumption cogts. Labor cost refersto the cost
of labor input inthe reverselogistics, such asreview of
return application, on-dtepick-up and qudity inspection.
Packaging and other links need input of labor cost.

(5) Cost measurement and accounting of reverse
logistics

Some costs in the reverse logistics management of
Jngdong’sproduct recovery, such asthe costsincurred
inthe sdlesphase, arenot directly related to the product
recovery volume. Inthiscase, we need to use Activity-
Based Costing for accounting, which needsto alocate
the consumed resourcesto the activitiesaccording to
theresourcedrivers, and then dlocatethe activity costs
to the productsaccording to the activity drivers, so asto
improve theinformation quality of reverselogigicscod.
First of al, we need to calculate the cost of resources
including the cost of reverselogistics, that is, thetotal
cost of resources consumed for theimplementation of
product recovery.

Secondly, weneed to dlocatethe cost of resources
related to reverselogisticsto the corresponding activities
Thosethat canbedirectly collected are directly included
inthecog of corresponding activities, thosethat cannot
be directly collected to activitiesneed to be gpportioned
according toresourcedrivers. It isnecessary to caculae
anintermediatevariable: unit resource cost. By multiplying
theunit resource cost by the resourcedriver quantity of
an activity, we can reasonably calculate the resource
consumption that the activity should bear.

Inthelogisticslink of product recovery, thepossible
operation activitiesand tasksinvolved inreverselogigtics
include order processing, packaging, transportation,
handling, storage, general management, etc. the unit
resource cost of each resource can be calculated
according to thefollowing table, and thenthe number of
resourcedriversused in each operation can be caculated
and collected.

After that, the activity cost is allocated to the
corresponding cos object. Findly, by multiplying the unit
activity cost by the number of reverse logistics
consumption activitiesinthislink, wecan moreaccurately
get thecost of labor cost inthelogisticslink that should
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be apportioned to the cost of recycling reverselogistics
business.

Inthesameway, other expensessuch as equipment
depreciation and rent in logistics can also be accounted
for in the same way, so that the required cost can be
accounted for inamore complete way.

7. COST OPTIMIZATION STRATEGY OF E-
COMMERCE RETURN REVERSE
LOGISTICS

(1) Makereasonable return policy

Enterprises should makereasonable return policiesto
reducethereturnrate, so asto reducethecost of reverse
logistics. Jingdong should control the return rate of
enterprises from different aspects, because the order
quantity of Jngdong Mall isvery large every day. Once
thereturnrateincreases, it meansthat there arealot of
goodsto bereturned and exchanged, which will produce
avery highreverselogisticscost.

First of dl, the enterprise should have ahigh service
level and overdl efficiency of the after-salesdepartment.
Professiona and sysemétictraining for customer service
personnd and logistics personnel inchargeof after-sdes
can set performance evaluation indicatorsfor themto
motivate them, so that they can better serve customers.
When consumers apply for return, customer service
personnel should actively contact consumers, ask for
reasons for return, and make certain compensation
according to the actud stuation, so that consumerscan
cancel thereturn application, so asto reducethereturn
rate and theoccurrence of reverselogistics.

Secondly, improvethereturn process. According to
the different commodities, the return policy should be
adjusted in a timely manner. For online shopping
customers, thereturn policy should be more convenient
and convenient to be familiar with by customers. Inthe
process of selecting goods, customers should pay
attention to whether the goods they want to buy are
returned or whether there are any additiona conditions
for return, so asto reducethe cogtsincurred by thereturn
of non returnable goods. In addition, it can also
implement a phased return freight bearing system
according to the customer leve, dispel the customer’s
concerns about return and improve the purchaserate.
The improvement of return processisto rationalizeit,
process return application quickly and reduce return

processing time. In the selection of return logistics
channels, thefirgt factor to be considered iswhether to
ensure the safety of returned goods, and whether the
logistics process can be queried inthe whole process.

Finally, the sales department should follow the
process of return and exchangeintime. The enterprise
also needsto superviseand urgeit. It cantakereward
and punishment measures to motivate employees,
improve the efficiency of return and exchange, and
increase customer satisfaction. Inaddition, if thereisthe
support of information system, the return application of
consumers can be processed through web pages, which
cangreatly reduce the number of customer service. This
approach seemsto be away to reduce human cost and
improve thecod of information system congruction, but
inthelong run, thisapproach can effectively reduce the
return cost. For anenterprise of such scaleasJD, even
if adetail isperfected, it may have agreat impact onthe
cost of thewhole enterprise, so that theenterprise profits
can be improved. Due to the large order base, the
increase of 0.1% will also bring great profits to the
enterprise.

(2) Improve product quality and logistics service
quality

In order to improve sales volume, e-commerce
exaggerates product performance, quality and
appearanceto confuse consumers, whichisone of the
main reasonsfor consumer returns. Businesses should
try their best to improve the quality of goods, provide
real, effective and detailed information and reasonable
suggestionsto consumers, o asto avoid somereturns
caused by the discrepancy between the description of
goods and the actual situation, so as to reduce the
occurrence of reverselogigtics.

Logisticsis also amajor reason for consumersto
return goods. When packaging goods, the logistics
department should adopt different packaging methods
according to theattributes, transportation methodsand
transportation distance of the goods, so asto avoid the
return of goodscaused by the damage of the goodsdue
to the poor packaging. In the aspect of distribution,
logigtics enterprises should deliver goodsto thedoor in
time. Incase of gpedid circumstances, they should contact
consumersimmediately to avoid the return caused by
poor communication or delayed distribution.
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(3) Establish a centralized reverse logistics
Certification Center

In the daily operation of logistics, JD does not have
centrdized reverselogigtics Certification Center, which
isdtill at thetheoreticd level. Although enterprises can
returnand ingoect commoditiesthrough s&ff, dueto low
concentration and professionaism, these resourcesdo
not play the maximum value. Jingdong Mall should
establishaprofessiond certification center to integrate
the physical logistics personnel with the background
data, and carry out regiona management according to
the distribution of the city. Moreover, the regional
management should cooperate with the distribution of
the physical area to redlize the sharing of regional
information and logistics personnel management
information, so that the final big data can play arolein
improving competitiveness and optimizing the supply
chain. When alarge number of goodsarereturned or
exchanged, such as during the double 11 period, the
third-party logistics platform can be considered.

After the establishment of the centralized reverse
logigtics Certification Center, different gradesof dectronic
certificates can beissued according to the old and new
degree and quality of the goods. Jngdong can establish
anew e-commercetrading platform for consumersand
businessesto trade and sdl these productswith electronic
certificatesfor the second time, and Jingdong can charge
acertainplatformfeefromit. Thefunction of “onekey
resale” isadded to facilitate consumersto publishthe
information of idlegoods purchased on ID.

(4) Establish aperfect return logistics management
system
Egtablish aperfect return logistics management system.
Inthisway, in the processof returnlogistics, it can not
only make the logistics information timely and
transparently shared, but also track thereturn logistics.
Jngdong Mall can build such aninformation syssemto
realize red-time sharing of return logistics among
producers, shopping platformsand buyers. Establisha
central database to realize data docking among
producers, trading platformsand buyers. Datarelated
to return logistics can be recorded and stored in this
database. Thethree can query information related to
returnin thisdatabase to redize seamlessdocking of all
links. Finally, it can reduce the proportion of goods
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returned, o asto improvethe serviceleve and consumer
recognition of Jingdong Mdll.

CONCLUSION

In the background of the rapid development of e-
commerce, to carry out the cost management of reverse
logigtics, wemust effectively control thewholelogistics
process, coordinate and cooperate with other
departments of the enterprise, and deal with the
relationship with customers. I nthe cost management of
reverse logistics, strengthen the communication and
communicationwith suppliers, enrich the saleschannels,
S0 asto implement the supervision and management of
al linksinthelogisticswork. Thus, the cost of supply
chain operation can be reduced to avoid the waste of
capita. Inaword, we should make full use of modern
informationtechnology, givefull play to the functiondity
of e-commerce, and adopt modern cost management
methods of reverse logistics to ensure the quality of
reverselogisticscost under e-commerce.
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