Innovative solutions in the fight against return fraud
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In an increasingly competitive retail landscape, businesses are seeking innovative solutions to manage return fraud, particularly as the holiday season approaches. The development and implementation of advanced technologies, specifically artificial intelligence (AI) and machine learning, are being viewed as essential tools in the fight against fraudulent return practices. 
The current state of return policies is highlighted by Apple's approach, which permits returns within a two-week window for items purchased directly from the company and in acceptable condition. This policy is designed not only to accommodate genuine purchasers but also to mitigate fraudulent activities that can arise from returns made through third-party vendors.
Return fraud presents a significant challenge, especially during peak shopping periods when consumer activity surges. The integration of AI and machine learning can significantly enhance fraud detection methods. These technologies enable retailers to monitor and analyse consumer behaviour, both online and in-store. For instance, as mentioned in an article by PYMNTS, AI systems can identify suspicious patterns such as excessive returns or the creation of multiple customer accounts, thus providing retailers with a proactive measure against potential fraud.
Doriel Abrahams, head of U.S. risk at Forter, emphasised the importance of teaching AI models to think like potential fraudsters, stating, “The key is to teach your AI models and the systems to ‘think’ the ways these people think and ask the right questions at the right time.” By anticipating the tactics used by fraudsters, these systems can potentially mitigate risks before they escalate.
The shift towards requiring digital receipts instead of paper ones is also gaining momentum among retailers. As noted by Bank of America, paper receipts are more susceptible to manipulation and forgery. Digital receipts provide retailers with a secure means of verifying purchases, as they are less likely to be altered. Data from the National Retail Federation (NRF) illustrates that over 25 percent of retailers faced return fraud involving counterfeit paper receipts, contrasting with just 16 percent that dealt with e-receipts.
The convenience of digital receipts is highlighted by Sean Peek, a senior analyst at Business.com, who noted, “Customers like digital receipts because, unlike thermal paper receipts, they won’t fade and are convenient to keep.” This presents a dual advantage: reducing the potential for fraudulent returns while enhancing customer satisfaction through streamlined processes.
As retailers adapt to changing consumer behaviours and technologies, these emerging trends in AI and digitisation signify a shift towards more secure and efficient return practices, paving the way for enhanced protection against fraud while maintaining a positive shopping experience for legitimate customers.
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