From Sunk Cost to Strategic Asset

How Leading Brands Are Turning Returns into a High-Margin Revenue Stream

A Joint Perspective from DM Delivers and PRC

Executive Summary

For many organizations, product returns are treated as an unavoidable cost of doing business—a logistical
nuisance to be processed, liquidated, or discarded as quickly as possible. This mindset, while common, is
increasingly costly.

Today’s returns environment tells a different story. Returned inventory is no longer synonymous with lost
value. In fact, for brands willing to rethink their approach, returns represent a largely untapped secondary
revenue stream hiding in plain sight.

This white paper explores how a growing number of leading brands are shifting from reactive returns
management to a proactive, value-recovery strategy. By separating returns from traditional forward distribution
workflows and applying specialized inspection, repair, and re-commerce intelligence, organizations can

dramatically reduce write-offs, protect brand equity, and convert previously “dead” inventory into meaningful
cash flow.

The Industry’s Most Expensive Myth: Returns as a Sunk Cost

The prevailing belief across much of retail and e-commerce is simple:
Returns are a necessary evil—an expense to minimize, not an asset to optimize.

As a result, many brands default to blunt disposition strategies:
e Bulk liquidation
e Destruction
e Write-offs justified as “the cost of doing business”
This approach is efficient in only one sense: it makes the problem disappear.
What it does not do is preserve value.
In reality, a significant percentage of returned products are not defective at all. Many are returned due to buyer
remorse, incorrect usage, cosmetic issues, or packaging concerns. Yet these units are often treated the same as

truly broken goods—Iliquidated at pennies on the dollar or removed from the ecosystem entirely.

The result is widespread, systemic value destruction.



The Market Has Changed—Returns Strategies Haven’t

While many brands still view returns as a cost center, the broader market has already moved on.

Secondary marketplaces such as refurbished and “like-new” programs have exploded in popularity. Major
retailers have validated consumer demand for refurbished goods, and buyers increasingly expect sustainable,
lower-cost alternatives to new products.

The disconnect is not demand—it is supply.

Most brands lack the infrastructure, processes, and intelligence required to reliably inspect, repair, and
reintroduce returned products back into the market at scale. Forward-facing distribution centers are designed to

ship new products out—not to diagnose, repair, and recondition returns.

When returns are forced into environments never designed to handle them, they stall. Inventory accumulates.
Decisions are delayed. Value erodes with every passing day.

Why the Traditional Distribution Center Is the Wrong Place for Returns

Forward distribution centers are optimized for speed, accuracy, and outbound volume. Returns require
something fundamentally different:

e Inspection

e Diagnosis

e Technical repair

o Data capture

o Intelligent disposition decisions

When returns enter a forward DC, they compete for space, labor, and attention with revenue-generating
outbound operations. The inevitable result is congestion, inefficiency, and returns becoming an afterthought.

The more effective approach is to treat returns as their own specialized ecosystem—one designed specifically to
recover value, not just move boxes.

A Purpose-Built Returns Ecosystem: The DM + PRC Model

Recognizing this gap, DM Delivers and PRC formed a partnership designed around a simple but powerful idea:

Returns deserve their own optimized pathway—separate from forward logistics, yet fully integrated into the
brand’s broader supply chain strategy.

Complementary Capabilities, One Unified Solution

DM Delivers provides the logistics execution and scale. Returns are intercepted early and intelligently routed
away from forward distribution centers, preventing congestion and accelerating time-to-decision.



PRC operates the specialized returns facility—the “hospital” for returned goods—where products are inspected,
repaired, revitalized, and prepared for their most profitable next life.

Together, the partnership transforms returns from an operational burden into a controlled, measurable, and
revenue-generating process.

The Revitalization Framework: How Value Is Recovered

The returns ecosystem is built around a structured, repeatable framework designed to maximize yield and speed.

Phase 1: Intake and Truth

Each unit is immediately reconciled against its RMA to confirm legitimacy. From there, products undergo a
triage process combining visual inspection and functional testing.

Crucially, this step distinguishes between:
o True defects
e No-fault-found (NFF) returns

e Minor, easily correctable issues

Many products fail not because they are broken, but because they were misunderstood.

Phase 2: The “Hospital” Model of Repair

Products are treated according to the severity of their condition, ensuring margin is maximized at every step.

Level 1: Clean & Screen
Sanitization, data wiping, re-kitting, and cosmetic preparation for open-box or like-new resale.

Level 2: Modular Repair
Targeted component replacement—such as batteries, screens, or casings—to restore full functionality

efficiently.

Level 3: Deep Technical Repair
Advanced diagnostics and board-level repair for high-value assets that would otherwise be written off.

Phase 3: Multi-Channel Recovery

Once revitalized, products are routed to their most profitable disposition path:

e Returned to primary inventory as “like new”
e Sold directly into secondary marketplaces
o Fulfilled without re-entering the brand’s forward DC



The result is faster monetization and reduced handling costs.

What Best-in-Class Returns Programs Do Differently

Leading returns strategies share several defining characteristics:

Visibility Instead of Guesswork

Traditional returns processes operate as a black box. Best-in-class programs provide causality reporting—
revealing why products fail and feeding that intelligence back into manufacturing and quality teams.

Speed as a Financial Lever

Value depreciates quickly. A disciplined sub-30-day turnaround from arrival to resale preserves pricing power
and accelerates cash recovery.

Sustainability Backed by Data

Rather than vague environmental claims, revitalization-first strategies deliver measurable ESG outcomes—
tracking waste diversion and reducing landfill impact with auditable metrics.

Proof Points That Matter

Organizations leveraging this model consistently achieve:

Up to 80% yield recovery, meaning most “broken” units are returned to sellable condition
Resale pricing up to 80% of original MSRP, far exceeding liquidation outcomes
Enterprise-level scale, processing over one million units annually

Greater control over brand equity in secondary markets

Most importantly, brands move from abdicating control through blind liquidation to actively managing their
inventory’s second life.

Conclusion: Owning the Second Life of Your Inventory

Returns are no longer just a logistics problem to clean up. They are a strategic asset waiting to be unlocked.

By separating returns from forward distribution, applying specialized intelligence, and prioritizing speed-to-
value, brands can turn what was once a source of loss into a durable revenue stream—while improving
sustainability outcomes and customer trust along the way.



A Conversation Worth Having

Every returns ecosystem is different. The opportunity lies in understanding where value is currently being
lost—and how much of it can be recovered.

For organizations ready to move beyond liquidation and begin owning the second life of their inventory, a
strategic discussion can surface meaningful financial and operational upside.



