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But it doesn’t have to be that way. Having a no-hassle  

returns policy in place is central to keeping your employees 

focused on their jobs and to creating the kind of experience  

that keeps customers coming back. “No-hassle” means worry-

free for everyone involved in the returns process—the customer 

who makes the initial return; the sales or customer service  

rep who authorizes the return; the warehouse employees who 

receive and process the product (this could include restocking  

the item, returning it to the manufacturer, sending it out for 

inspection, making minor repairs, and so on); and the accounting 

personnel who rectify the books and issue credits. The simple 

way to accomplish this goal is to take advantage of your business 

system’s Return Merchandise Authorization function. 

This paper makes the case for automating your returns 

process through your system’s RMA functionality, which allows 

you to implement controls and reporting mechanisms that help 

eliminate errors and correct repetitive actions. In a nutshell, 

doing so will help you streamline your business operations and 

improve customer service, all with the ultimate goal of retaining 

the good customers you already have and attracting some new 

ones along the way.

AbstrAct

It is far easier to retain a good customer than it is to go  

out and find a new one. Every business person has heard  

that old adage, which in many ways could not be truer today. 

Competition for customers is fierce as end users continue to 

watch tight budgets carefully, spending money only with those 

trading partners who deliver the best products with the best 

service at a good price. Similarly, there is another business rule 

that should ring true for distributors these days: the fastest way 

to lose a customer is to deliver a poor customer experience. With 

myriad choices when it comes to suppliers, customers will not 

think twice about going elsewhere when it becomes the slightest 

bit difficult to do business with a particular trading partner. 

Although many factors contribute to the “customer experi-

ence,” there is one in particular that can have repercussions up 

and down the supply chain: returns. When customers cannot 

return something, or when it takes days, weeks, or even months 

to get a replacement part or merchandise credit, businesses have 

more than just an unhappy customer on their hands. Disgruntled 

warehouse employees, irate sales reps, and an accounting  

department that feels completely left out in the cold are all part  

of the mix. And don’t forget about the manufacturer, who may 

wonder why his particular product is being serviced so poorly. 

Taken together, these factors weigh on a company’s ability to 

provide top-notch service, and a downward spiral begins.
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your competitive edge these days. And you can enhance that 

customer experience by offering better service and better 

products—two things the RMA process can help you achieve.”

IdentIfyIng the Problem

Most companies begin to examine their RMA process  

when they are replacing, upgrading, or looking to enhance the 

use of their existing ERP system. The most common complaint 

technology consultants and software providers hear is that a 

company’s returns process is “really broken” and company 

leaders are looking for a way to fix it. Specifically, they are 

seeking a way to track returns more carefully so that customers 

get what they need in a timely manner, products are received  

and restocked efficiently and effectively, and the company can 

generate useful data about returns that can help the firm improve 

overall service levels.

“When we go into a company, we find that they are looking 

for an automated process to fix a process that doesn’t even 

exist,” explains Gaby, who works with distributors of electrical 

components, machined parts, apparel, and accessories. “They 

may have a manual process in place to do RMA tracking, but  

they are hopeful they can put in a system that can resolve all 

their problems.”

Take a closer look at distributors, for example. Without a 

formal RMA system, workers at the receiving dock are not 

notified about pending returns. Perplexed, they do not know 

what to do when a returned item crosses their path. Should  

they have been expecting this and should they accept it? What  

is it and why is it being returned? Does the customer want a 

replacement item? Is the returned item damaged or defective? 

Does it need to be repaired or returned to the manufacturer? 

Tracking down the answers to these questions wastes time and 

money. And once the situation is resolved in the warehouse,  

a similar scenario takes place in the distributor’s accounting 

department. Consider this problem: Accounting is trying to 

collect payment from a customer and discovers that the customer 

is angry about a bill he keeps receiving for products he returned 

months ago. Now the accounting person has to get up, go out  

to the warehouse, and get to the bottom of the issue. This adds 

up to more wasted time for another set of employees—not to 

mention the cost of a disgruntled customer.

IntroductIon

Business leaders face unprecedented challenges today,  

and technology is an important tool for meeting them. So  

when faced with a problem area such as product returns,  

it makes sense to look to your company’s business system  

and, in turn, your software provider, for help. The question 

becomes: How can we use our system to address this problem? 

Most companies have RMA functionality in their existing systems 

which can be tapped in order to gain control of a process that 

very well may be out of control. Automating such a process  

puts everyone in the company “on the same page,” so to speak. 

Returns are entered into the company’s computer system, and  

all of the departments and individuals involved in processing  

that return are notified of their responsibilities along the way. 

Communication improves, the process is streamlined, and 

customers receive more timely service. Business insight is 

another bonus: the data generated by your RMA system can  

alert you to quality problems and other issues that can go a  

long way toward improving your service levels. It is a win-win 

situation all around.

However, it is impossible to improve a process simply  

by automating it. Documentation, education, and ongoing  

communication are key elements to any successful software 

implementation, and RMA functionality is no exception. For  

that reason, this paper focuses on the following key areas  

in regard to automating the returns process: 

	 •	Identifying	the	problem	

	 •	Setting	goals

	 •		Documenting	your	process	and	implementing	 

a solution 

	 •	Expected	benefits	

	 •		Achieving	the	ultimate	goal:	a	better	 

customer experience

As business conditions begin to improve in many sectors  

of the economy, it is time to start focusing on growth. But growth 

plans mean little without a solid business structure held together 

by great customer service. As West Coast technology consultant, 

Tom Gaby, put it recently, “At the end of the day, it’s all about 

enhancing the customer experience; that’s what gives you  
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Communication. Most distributors want to eliminate the pain 

associated with returns for the personnel most involved in the 

process; that is goal number one. The most acute source of that 

pain occurs in the warehouse, as those workers must receive the 

product and make sure it is processed properly. A good system 

will alert the warehouse staff when a product is being returned 

and will include a set of instructions regarding what needs to 

happen next: return the item to inventory; return the item to the 

manufacturer and issue a replacement; send a substitute item; 

repair and return the product; and so on. The parameters for 

dealing with returns vary in complexity depending upon the 

distributor’s business, of course, but the point is that a good 

system automatically gives detailed instructions to warehouse 

staff so they are not wasting time waiting for information or 

running around trying to track it down.

“Typically, where it falls down is the warehouse, because  

they don’t have good processes for identifying returns and then 

figuring out what to do with them,” explains Williamson. “But  

if you give the warehouse staff good processes and a system  

to support those processes, you eliminate those headaches. 

Essentially, your RMA process is only as good as the people  

in the warehouse.” 

Good communication between warehouse personnel,  

customer service, and accounting is also crucial. And again,  

a good RMA system will put all of these players on the same 

page, alerting each department when it is their turn to handle  

a return. 

Efficiency. When it comes to returns, most distributors 

want to gain control over a process that is out of control. It is  

that simple. So goal number two is achieving greater efficiency 

and effectiveness in the returns process. This means eliminating 

the multiple phone calls, faxes, and physical trips back and forth 

between departments that often accompany a return. It means 

eliminating that bottleneck in the warehouse where all those 

returned items sit, just waiting to be re-shelved or returned  

to the manufacturer. When you formalize the returns process  

and then automate it, you eliminate the need for those actions, 

freeing up valuable time for employees to concentrate on  

other tasks.

“What most companies need is a process that ensures that  

all parties who need to be involved with the RMA process clearly 

understand where the process is, what part they play, and, if the 

baton has been passed to them, that’s it’s time for them to do 

their part,” Gaby explains.

Cherry Williamson, an IT consultant based in the Southeast, 

agrees. But she says she finds that distributors usually identify 

the need to address RMAs after an annual inventory count.

“Normally, we find the hole when they’re doing a physical 

inventory,” Williamson explains. “All of a sudden someone  

says, ‘What is all this stuff in these boxes that haven’t even  

been opened?’”

And that leads to another set of problems—one that usually 

lands on the CFO’s desk.

“The biggest fire comes when you’re working with the 

controller or CFO at year-end and they’re taking this huge 

write-off of inventory,” she adds. “All of a sudden, this dark  

hole that was growing all year becomes a very material number 

—and people don’t like to have significant swings on their 

balance statement.”

Once a distributor identifies the need to address RMAs, the 

next step is to establish a set of goals they would like to achieve 

by creating a formal RMA process.

settIng goAls

As we established at the outset, improving the customer 

experience is the ultimate goal of implementing a formal RMA 

process. But there are other, day-to-day operational goals that 

also figure high on a distributor’s list: 

	 •		Improved	communication	within	and	 

between departments

	 •		Greater	efficiency	in	the	returns	process	 

(from start to finish)

	 •		The	ability	to	gather	information	and	measure	returns

	 •		Elimination	of	those	unaccounted-for	boxes	in	the	

warehouse at the end of the year
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manner. For some companies, that may mean handling them 

right away; for others, it may mean storing them in a quarantine 

warehouse where they are inspected, processed, and returned to 

inventory once a month. In either case, a formal RMA process 

automatically tells employees what to do every step of the way.

documentIng your Process And  
ImPlementIng A solutIon

Once you have identified the problem and decided what you 

would like to achieve, the next step is documenting the returns 

process. Before you can automate anything, you must first clarify 

it. That means understanding what your process is and going 

through the physical steps of documenting it. Distributors should 

ask themselves: 

	 •	What	are	my	RMA	requirements?

	 •	What	promises	have	I	made	to	customers?

	 •		What	actions	start	the	RMA	process	and	what	are	 

the subsequent steps?

The answers to these questions will vary by company.  

Some firms may take anything back, while others may accept 

returns only on certain items. Some may accept returns at any 

time, others only within a limited timeframe. Some companies 

may require that customers initiate the returns process by  

calling their sales rep; others may require them to contact their 

customer service department. For distributors who repair, 

assemble, or provide product kits, the process may be more 

complex, involving cross-shipment of loaner equipment or 

replacement parts. There are other issues as well: Should you 

charge a restocking fee? Does the customer need to provide 

proof of purchase? All of these issues should be resolved at  

the outset.

Whatever a particular company’s case, experts advise 

following these simple steps prior to implementing your  

RMA solution: 

 1.  Determine, in detail, your returns policy and  

write it down.

 2.  Determine which departments and employees  

are involved in the returns process.

You may also eliminate the need to add that new person in 

the warehouse—the one you have to hire because your existing 

staff is buried under a mountain of shipments, orders, returns, 

and other necessary, day-to-day tasks. 

As Williamson explains, “In a time when businesses don’t 

have extra people, you have got to have good systems in place, 

because the systems can effectively save you from hiring 

somebody else—potentially saving on your headcount. And  

that number falls directly to your bottom line.”

Measuring returns. Gathering data on returns is the third 

key RMA goal for most companies. Not only do they want to 

streamline the process, but they want to find out more about  

why items are being returned so they can track patterns that can 

help improve product quality and customer service. For example, 

if a particular product keeps coming back because customers are 

disappointed with its performance, perhaps it is time to look at 

alternative products you could provide instead. This allows you 

to offer better solutions for your customers—a win on the 

product and service side of the issue.

“Once you’ve implemented an RMA process, you can 

effectively monitor the product coming back and why it is being 

returned,” explains Gaby. “This helps lower your overall cost  

of sales and improve product quality. If you can’t measure your 

returns, you won’t have any insight into what your product 

quality is.”

Such a process can also help identify returns “offenders” 

—those customers that constantly return items because they 

changed their minds, lost the customer’s order, or simply do  

not want or need the items on their shelves. Armed with this 

information, salespeople have a new way in to the customer.

“Now you have information to discuss with the customer,” 

explains Williamson. “Maybe they’re buying the wrong things. 

This opens a conversation and creates another ‘touch point’  

for the distributor.”

Eliminating unaccounted-for boxes. One of the more pedes-

trian goals distributors set deals with the physical warehouse: 

they simply want to get rid of those mysterious boxes at the  

back of the warehouse that rear their ugly heads come year-end. 

A formal RMA process can prevent those boxes from ever piling 

up in the first place, ensuring that items are processed in a timely 
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“If a company takes something back, they have to have a 

process in place to address it,” notes Williamson. “And they’ve 

got to execute on that no matter what the value is, because if  

you don’t, that’s the fastest way to lose a customer.”

exPected benefIts

For many distributors, customer retention is one of the 

greatest benefits to implementing a formal RMA process. As they 

say: in business, nothing happens until you sell something. To 

continue that thought: once you have sold something, delivering 

exceptional customer service throughout the entire process will 

keep customers coming back. So expected benefit number one  

is: no lost customers due to anger over the returns process.

Some other key benefits distributors can expect once  

the RMA process is up and running include: 

	 •	Lower	cost	of	sales

	 •	Greater	efficiency	in	the	warehouse

	 •	Fewer	headaches	in	the	accounting	department

	 •	Management	“peace	of	mind”

Lower	cost	of	sales. Once you begin monitoring what 

products are being returned and why they are being returned, 

you can make better decisions on the sales and marketing side  

of your business—decisions that can keep products where  

they belong: with the customer, not with you. For example, if  

a particular product keeps getting returned because it fails to 

perform the way it should, you can go back to the manufacturer 

with solid evidence of a quality problem. Similarly, you can begin 

identifying those “returns offenders” and start developing some 

sales and service programs to help them buy “smarter.” Perhaps 

some of those customers would take advantage of a vendor-

managed inventory or bin-stocking program. 

“With an RMA process, you’re lowering your cost of sales  

as well as improving your product quality,” Gaby adds. “And  

that leads to an overall better experience for the customer.”

Greater efficiency in the warehouse. Improving the 

working lives of your warehouse staff is another key benefit  

of implementing an automated RMA process. For them, knowing 

 3.  Working with those employees, develop a workflow 

for returns and document the process. Begin by  

determining what starts the RMA process and then  

go through all of the steps involved, right up to the 

point where the return is closed and the customer  

has a new product or credit in hand.

 4.  Working with your software provider, you can  

now begin to integrate the process into your  

business system.

 5.  Train employees on the new system. This should 

include a review of the returns process in general  

as well as a tutorial on the new technology.

 6.  Reinforce the training with regular meetings for  

status updates on the program. This is a great time  

for employees to ask questions and alert managers 

and coworkers to any problems.

The next step is implementation, and the timeframe for that 

varies by company as well; it can take anywhere from a couple  

of days to a couple of weeks.

“The actual implementation of the RMA system is fairly 

straightforward, so a company with good processes in place 

could be up and running in two or three days,” says Gaby.  

“But if a distributor has no process in place at all—or has a  

dysfunctional process in place—it could take a couple of weeks. 

Also, the more complex the returns process is—if it involves 

repairing items or sending them back to the original equipment 

manufacturer—the longer it will take.”

Indeed, many technology providers say companies’ reluc-

tance to implement an RMA solution is based on a fear of 

developing the workflow, not on a fear of the technology itself.

“It’s nothing to be afraid of,” Gaby adds. “The reason some 

companies have fear is that they have never really sat down 

and developed a workflow for this. And to do that, all you have 

to do is decide who handles what, who is responsible for what, 

develop a workflow, then adapt [your] system to that workflow.”

Essentially, the process boils down to two things: identifying  

a return and executing the returns process.
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“At the executive level, they feel like they have moved to  

a point where there was total chaos to where they can control  

it, measure it, and manage it,” explains Gaby. 

AchIevIng the ultImAte goAl: A better 
customer exPerIence

Consider this: It’s the middle of the day at XYZ Supply Co.,  

a regional distributor of pipe, valves, fittings, and related  

products. At the customer service desk, the phone is ringing  

off the hook. For the fourth time today, the lead customer  

service rep is fielding a call from an angry customer who  

began the conversation with three key words: “Where’s my 

credit?” The customer service rep sits back in his chair, pulls  

out a pen and his notebook labeled “returns issues,” and listens 

carefully to the customer’s story. 

“I	don’t	see	it	in	our	system.	Let	me	look	into	this	and	I’ll	get	

right back to you,” the customer service rep tells the customer.

“OK, but I need a call back today. I keep getting a bill from you 

guys that includes charges for products I returned. I’m not paying 

for any of this until the situation is resolved,” the customer says.

“I understand. I’ll take care of it and get back to you today,” 

the customer service rep replies.

Now the customer service rep begins the arduous task of 

tracking down the returned items. Who received the products? 

Were they returned to inventory or shipped back to the manufac-

turer? Has accounting been notified about the returns and, if so, 

why haven’t they issued the credit? 

The customer service rep starts by calling the warehouse.  

As it turns out, the products were received three weeks ago  

by Jim, who works the receiving dock. But Jim is on his lunch 

break, so the customer service rep has to wait for a call back 

before he can unearth any more information. In the meantime,  

he calls accounting—just to see if they have a record of the 

return. No one there can find any documentation.

that a return is on its way and receiving automatic instructions  

on how to handle it is like shining a light in the darkness. Now, 

when a truck pulls up, those workers can say, “Yes, I was 

expecting this today.” They are ready for it and they know what 

to do with it, and that relives a lot of frustration. It also saves 

time, allowing those workers to do their jobs more efficiently.

“When you gain efficiency, you save costs,” says Gaby. 

“Particularly, you’re saving in the human resources area.  

And then there is the intangible savings of improved customer 

service, which could lead to more sales.”

Fewer headaches for accounting. Your accounting depart-

ment is another place that will reap the benefits of a good RMA 

system. For one thing, they are likely to get paid faster. Just  

as an unhappy customer is likely not to pay his bill, a happy 

customer is much more likely to pay on time.

“It all comes back to that customer experience,” says 

Williamson. “When you have good processes in place, you  

make fewer errors, and that makes life better for everyone 

—your suppliers, your employees, and most importantly,  

your customers.”

Good processes can also relieve the pressure of that big 

inventory write-off at the end of the year. When returns are 

handled efficiently and effectively from the start, you can  

avoid surprising the accounting department with that room  

full of random boxes that need to be accounted for at the end  

of the year. 

“[A good RMA process] gives accountability, which is really 

the biggest thing—accountability and responsibility down to  

the people to do their jobs,” Williamson adds.

Management “peace of mind.” Another intangible benefit 

is the peace of mind managers get once they have formalized 

and automated the RMA process. For many, it means imposing 

control on a system that was badly broken. Where they once had 

no idea how much product was coming back, now they have data 

to help them make better buying and selling decisions. Where 

they once had frustration, bickering, and complaints in the  

warehouse, now they have a sense of calm and order.
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In the best possible scenario, the manager would add these 

comments to an ongoing file of issues related to returns, he 

would do some research on the company’s business system  

to see if there is a way to implement an electronic solution to 

solve the problem, and he would propose that the company  

look into incorporating RMA functionality into that system.  

Along the way, chances are he would hear more complaints 

about the returns process from other departments—and quite 

possibly even from upper management. In a perfect world,  

upper management would act on these concerns and begin  

the RMA implementation stage.

A successful implementation—one that includes careful  

documentation of a returns workflow, education and training  

on the new system, and ongoing communication about the  

process—would result in an improved customer experience.  

How do you measure that? The customer service representa-

tive referenced earlier would field far fewer of those “where’s 

my credit?” phone calls because the angry customer would be 

replaced by a satisfied customer—one who received his credit  

on time and was billed only for those items he actually purchased. 

In the end, a well-defined RMA process backed up by good 

systems goes a long way toward streamlining a company’s 

operations and improving communication up and down the  

supply chain. Most importantly, it improves the customer  

experience—evidenced by fewer complaints and more orders.

An hour and a few phone calls later and the customer  

service rep has his answer: The trail ends in the warehouse.  

Jim received the product and then put it in the company’s 

“holding area” where it is still waiting to be processed. The 

warehouse has been swamped with some big shipments lately, 

so processing returns has been put on the back burner. Jim tells 

the customer service rep that everyone in the warehouse knows 

that returns are backed up and won’t be handled for a few more 

days; he says he’s not sure why the rest of the company hadn’t 

been informed.

Frustrated, the customer service rep tells Jim, “Fine. I’ll  

process the return myself. This customer needs to be taken  

care of today,” and he proceeds to the warehouse where he 

locates the items in question, opens the boxes and inspects  

the products, then heads back to his desk to file the necessary 

paperwork with accounting so they can issue the credit to  

the customer. 

About an hour later, he calls the customer back.

“I’m sorry this took so long, but it’s all set now. Our 

accounting department has issued your credit and will  

generate a new bill this week. Please call me back if you  

have any more questions,” he says.

Obviously, this is not the kind of customer experience this 

particular distributor wants to deliver. Wasted time and an angry 

customer add up to frustration on both sides of the table, and  

the customer service rep thinks to himself, “there has to be  

a better way to handle this.” 

“If there was an automated system that made this process 

easier, that would make all of our lives easier,” he tells his branch 

manager. “People get busy; it would be much easier if we had  

a real process to follow and we could just hit a couple of buttons 

to take care of it.”
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Fewer headaches for accounting. Just as in the warehouse, 

the accounting department benefits from better information  

and communication in the returns process, too. Timely notifica-

tion of a return allows them to issue credits, apply additional 

fees, or make other adjustments according to the company’s 

returns policy more efficiently and accurately, leading to better 

customer satisfaction.

Management “peace of mind.” For managers, implementing 

a formal RMA process imposes order on chaos. Where there  

was once a non-existent or dysfunctional process, now there  

is a system they can control, measure, and manage. 

Customer retention. The ultimate goal of any business 

is to get and keep customers. Providing an exceptional  

customer experience is central to that goal. Eliminating  

the hassle and headache involved in making a return can  

go a long way toward creating the kind of experience that  

will keep customers coming back.

In the end, a good RMA process can bring these and other 

benefits to your company. Identifying your problem, setting 

goals, and then documenting and implementing a solution are 

the keys to reaping those benefits and building a better business.

conclusIon

As we said at the outset, in today’s business environment  

it is far easier to keep a good customer than it is to go out and 

find a new one. That is why it’s so important to deliver a good 

customer experience each and every time a customer comes  

in contact with your company. To that end, a cumbersome 

returns process can frustrate and anger customers, delivering  

a poor customer experience that can linger long after a credit  

or replacement item has been issued. A well-planned, docu-

mented, and automated RMA process can alleviate that problem, 

creating a streamlined operation that helps you control the 

returns process, gain insight into your product and service 

quality, and eliminate internal headaches that prevent employees 

from delivering the kind of service customers expect.

As we have discussed here, there are five key benefits to 

implementing a formal RMA process: 

Lowering	your	cost	of	sales. By monitoring what products 

are being returned and why, you gain insight into quality and 

service issues that can help you make better buying and selling 

decisions. This helps your company provide customers with the 

right solution the first time around—a win for everyone involved.

Greater efficiency in the warehouse. Taking the guesswork 

out of returns will ease the working lives of your warehouse staff 

more than you can imagine. A good RMA process tells ware-

house employees what to expect and lets them know when it’s 

time to do their part, promoting efficiency and effectiveness.
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