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Abstract: With the continuous development of e-commerce, people consider 

the return policy of online shopping as a central issue. This study shows that 

lenient online return policies have a significant impact on consumer behavior. 

In this research, based on the signal theory, I studied the hypothesis of return 

policies on consumers' perception of fairness and customers’ purchase 

intention, the relationship between perceived return policy fairness and 

perceived trust, and the relationship between customer perceived trust and 

purchase intention. Using Structural Equation Modeling (SEM), I found all of 

these hypothesis have positive relationships. In addition, the reliability and 

validity of the data has been proven. Finally, the results of this study have 

important and meaningful implications for the strategic implementation of the 

practitioners in the field of e-commerce. 
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I. INTRODUCTION 

The return policy has been analyzed in retailer context. Previous research tries to examine 

that in order to reduce consumers’ concerns of hidden information, e-tailers can use lenient return 

policies to attempt to signal high product and service quality, and offer additional value for 

customers (Zhang et al. 2017). To attract and retain customers in a competitive market, retailers 

offer generous return policies. For example, IKEA has become one of the best return stores in the 

United Stated with its return policy – it is ok to change your mind within 365 days. This implies 

shoppers have 365 days to return the item and get a full refund. The only problem is that you need 

a valid receipt. But there are still ways around this even if you lose the receipt, because the store 

will try to locate your purchase in its system. If the system fails to locate the item, you will receive 

a credit equal to the minimum selling price of the item for the past 365 days. These electronic 

retailers in the United States and western countries make it extremely easy and convenient for 

customers to return goods and provide better shopping experiences, increase sales, and improve 

the loyalty of customers. However, in China, returns policies are restricted by many rules, such as 

unpacking is not returned or allowed to be returned only if the product is not damaged and does 

not affect secondary sales (Zhai & Li 2011). In addition, most businesses implement a seven-day 

no-reason return policy, and few choose a 30-day return policy in China. Therefore, compared to 

the U.S., China's return policy is not lenient. 

Geographically, most research on consumer returns has been conducted in the United 

States, the United Kingdom, and other western countries (King & Dennis 2006). A few studies 

have attempted to empirically analyze the effects of return policies on consumer behavior and the 

impact of the policies on profitability in China. So it is difficult to get some useful information 

about the influence of e-tailer's return policy on consumer behavior in China, even if more than 

50% of global e-commerce transactions take place in the Asia-pacific region and China drives the 

development of e-commerce in the Asia-pacific region (Kinda 2019). Therefore, this study focus 

on the lenient return policy as a strategy to stimulate consumers’ purchase intentions, and 

investigates the consumer’s perception of return policy fairness in China. 

As consumer online shopping options increase, competition intensifies, and consumer 

expectations continue to rise, retailers need to be smart enough to adapt quickly to change in order 

to stand out from the competition. When merchants provide incentives for consumers, they are not 

only reflected in the provision of unique products, but also reflected in special policies, such as 

return policy, which are crucial in an evolving e-commerce environment. However, the 

implementation of the return policy increases the cost of the retailers and leaves retailers vulnerable 

to customers’ abusing their lenient return policies (Harris 2008). For example, a consumer buys 

electronic products and returns them within the time limit, repeating such behavior can always try 

on new one for free. Therefore, a way to prove that the lenient return policy can increase the profit 

of the retailers is to show that the realized profits that the return policy is used to attract more 

consumers exceed the cost lost by the seller (Pei et al. 2014). So researching the impact of E-

retailer׳s lenient return policy on consumer purchase intention in China is the main research aim 

of this study. 

Further, Rogers & Tibben-Lembke (1999) show that the lenient return policy can create a 

marketing incentive to attract and create loyal and repeat customers, and thus, to increasing sales. 

And Yan (2009) indicated that even if a lenient return policy increases the number of returns, 

retailers still benefits from it. These various literature comments provide evidences about return 

policies will not only attract more customers, but also increase repeat customers. 
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In view of the lack of empirical studies in this field, this paper makes a contribution to the 

research on the impact of return policies on consumers' purchase intention, as well as the perceived 

fairness of return policies and consumers' trust in online retailers in China. In addition, from a 

conceptual point of view, I combine signaling theory to build a model to capture the relationship 

between e-retailers' return policies and consumers' purchase behavior. The signaling theory 

explains the main effect of return policy. Moreover, I assume consumer's perceived return policy 

fairness and purchase intention is strong associated with full return policy and perceived trust in 

e-tailers. I use questionnaire, multi-item scales and Structural Equation Modeling (SEM) 

procedure to measure them. Finally, the results of this study have important and meaningful 

implications for the strategic implementation of the practitioners in the field of e-commerce. 

In this study, e-retailers such as Taobao and JD only serve as a platform to sell goods online. 

In addition, while return policies in e-commerce vary by industry and market, they generally set 

the time frame for returns and the percentage of refunds that e-retailers will apply. Some e-tailers 

have a 100% refund policy, while others only return a portion of the price paid. But I ignore the 

specifics of the return policy, focusing instead on the full return policy.  

In the next section, I review the relevant literature, and propose the theoretical framework 

and research hypotheses. The following is a description of the methodologies and prove the 

accuracy of the data. Finally, I conclude a discussion of my results and their meaningful 

implications. 

II. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

Literature Review 

Previous research found that post-sale services and returns can reduce risks and lower the 

transaction costs, thereby increasing customer value (Chircu & Mahajan 2006). Griffis et al. (2012) 

show that consumer confidence in retailers has increased after retailers implemented return 

policies. In retail, lenient return policies are a common way for retailers to attract and retain 

consumers. Retailers generally believe that a lenient return policy allows them to sell more 

products, while also increasing customer satisfaction and loyalty (Rosenbaum & Kuntze 2003). 

And Bonifield et al. (2010) found that the positive correlation between the e-tailer quality and its 

lenient return policy only holds for non-consumable products.  

Some studies explore return policies from different perspectives. Marvel and Peck (1995) 

found that providing a return policy increases retail prices. When people are willing to pay more 

for returns. The return policy becomes a marketing tool, and people will talk about your quality 

service online and thus increase sales. Webster and Weng (2000) build a simple supply chain 

model in the context of manufacturers' return policies, to explore unsold perishable product 

inventory at the end of the season. Model relationships are built using a supplier and a retailer. 

Another article explores the role of guarantees in return policies when a product has different 

defect rates in a model of price competition. Researcher investigated two effects of implementing 

a return policy. First, under normal circumstances, the lower the defect rate, the higher the defect 

level chosen by the producer, resulting in a decrease in market reliability. Second, the 

implementation of the return policy has created a competitive effect, causing both manufacturers 

to reduce their prices. But the overall impact of this phenomenon on consumers is positive, as 

consumers' overall expected utility increases with the implementation of return policies 

(Chesnokova 2007). 
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Individual retailers have different return policies. Some retailers offer return policies that 

are very satisfying to consumers, while others have many restrictions on returns. Davis et al. (1998) 

used an analytical model to help identify potential reasons for changes in retailers' return policies. 

Yan (2009) established a profit maximization model to determine the optimal return policy and 

pricing strategy for e-marketers. Its survey found that a lenient return policy is the best option for 

retailers. Another study used an experimental method to explore whether consumers' order 

decisions were affected by the return policy. The results showed that the lenient return policy 

helped consumers to shorten the search time for products and shorten the time it took for products 

to be confirmed, thus increasing the sales rate of merchants (Wood 2001). 

In the process of implementing marketing strategies, consumer researchers increasingly 

pay attention to the issue of consumers' perception of price fairness (Kukar-Kinney, Xia & 

Monroe 2007). Previous research has focused on consumer perception of fairness on individual 

products or products on the same production line. Research targets perception pricing and price 

increases for this type of product. However, Kukar-Kinney et al. (2007) conducted three 

experiments to study consumers' perceptions of fairness in price policies (price matching 

guarantees) within the scope of store sales, and whether consumers will change their perception 

of price fairness under the influence of the fairness perception of price policies.  

Some studies have shown that return policies affect consumers' perception of the value of 

goods in stores, and even their search and purchase behavior (Mukhopadhyay & Setaputra 2007). 

Other studies have also shown that when a return policy can be successfully implemented, if a 

store offers a lenient return policy, the store is considered a high-quality store (Grewal et al. 1998). 

Through these studies, consumers’ perceptions of the credibility of policies and the value of goods 

are affected by the depth and scope of the guarantee, which in turn affects consumers' purchase 

intention (Kukar-Kinney and Walters 2003). 

Although consumer product returns are receiving increasing attention from practitioners 

and academic researchers, more research is needed to better understand post-purchase behavior. 

In summary, although researchers have studied the impact of return policies in Western countries 

and the United States, there is still little information about how it affects Chinese consumer 

behavior. Next, I discuss signal theory, provide theoretical support for our research, and propose 

research hypotheses.  

Theoretical Background 

Signaling theory 

The signalers are insiders who have more information. In order to influence the decision of 

outsiders, the signalers selectively transmit signals with positive information to 

outsiders/recipients. Default-contingent signals, help firms communicate high quality product, 

warranties, and money-back guarantees, and product return policies are examples of default-

contingent signals (Zhang et al. 2017). And these signals stimulate customer’s purchase intention. 

In this study, I discuss that the return policy may indicate the quality of e-retailer merchandise and 

the fairness of consumer perception. For example, the lenient refund policy sends consumers a 

signal that they can get a full refund, showing their confidence in the product itself and increasing 

the consumer's desire to purchase. 
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Hypothesis Development 

Because partial return policy is only provided by few online shopping platforms, in this 

research, I just focus on full return policy (FRP) include online shopping platform such as Taobao 

and JD offer 100% refund and free shipping on any size order.  

Chinese consumers prefer e-tails offer a lenient return policy because it gives consumers 

more time to think about the need for purchases and is more flexible (Ding and Chen 2008). 

Therefore, the refund policy gives consumers a signal that they can refund in full without risk, 

increasing consumers' willingness to buy. On this basis, the return policy has a positive impact on 

consumers' purchase intention.  

H1: Consumer's purchase intention is positive associated with the return policy. 

Consumers’ perceptions of retailers' sales methods, sales policies, and whether the sales 

price is reasonable or justified are called perceived fairness (Adams 1965). The higher the 

perceived fairness of the consumer, the more loyal customers and repeat customers the retailer 

will get. 

In this study, I propose that consumers judge the fairness of the return policy. I therefore 

recommend: 

H2: Consumers perceived fairness is positive associated with the return policy. 

Consumers' purchase intention is often affected by price fairness and trust (Minjia & 

Weining 2016). In addition, products with high consumer-perceived fairness significantly increase 

overall consumer satisfaction and revisit intentions. Therefore, the fairness of our proposed return 

policy is positively related to customers' purchase intention.  

H3: Customer purchase intention is positively associated with perceived fairness of the 

return policy. 

Trust has the role of promoting cooperation between buyers and sellers, reducing 

transaction costs and improving marketing effectiveness (Morgan & Hunt 1994). Gefen (2015) 

believes that different aspects of trust will affect consumers' willingness to buy. In addition, the 

risk of the transaction between sellers and buyers is higher in a virtual environment than in reality. 

Consumers can improve their "trust" of a merchant or product based on the perceived fairness of 

the product, and then facilitate the completion of the transaction. Thus, I propose the following: 

H4: Consumer's perceived return policy fairness is positively associated with perceived 

trust in e-tailers. 

H5: Perceived trust in e-tailer is positively associated with purchase intention. 

III. RESEARCH METHODOLOGY 

Data collected from an online questionnaire between October 26 and November 30. 

Respondents will be guaranteed online shopping experience within six months. And all of them 

are Chinese. A total of 243 respondents participated in the survey, but 22 Chinese did not meet 

the requirement of having shopped within six months. Therefore, only 221 were used for data 

analysis. Of this, 34.39% of the respondents were male, 65.61% were female. 96.83% between 

the ages of 20 and 60, 51.58% earned less than ￥5,000, 79.19% had at least once a month online 
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purchase experience. Finally, over 43.89% of the respondents always pay attention to the return 

agreement and conditions when online shopping. Detailed descriptive statistics data relating to 

the respondents are shown in Table1. 

The Responses to the items (Return policy, perceived fairness, customers’ purchase 

intention, and perceived trust) were measured on a five-point Likert type scale, ranging from 1 

(strongly disagree) to 5 (strongly agree).  

 The hypothesized relationships were measured using Structural Equation Modeling (SEM) 

procedure. The data was first subjected to a reliability and validity analysis, and on the basis of it, 

AMOS was used for confirmatory factor analysis (CFA) procedure to assess the measurement 

structure, and then the structural model was evaluated to test the proposed hypotheses. 

 

TABLE 1 

Sample Profile 

Measure                                        Frequency           Percent               Cumulative (%) 

Gender                                                    

Female                                               145                     65.61                      65.61  

Male                                                    76                     34.39                       100.0 

Age 

Under 20                                              4                        1.81                        1.81 

21-30                                                   56                      25.34                     27.15 

31-40                                                   49                      22.17                     49.32 

41-50                                                   91                      41.18                     90.5 

51-60                                                   18                       8.14                      98.64 

Over 60                                                3                        1.36                      100.00 

Annual Income 

￥5,000 or less                                   114                     51.58                     51.58 

￥5,000-￥10,000                               53                      23.98                     75.56 

￥10,000-￥15,000                             21                      9.5                         85.06 

￥15,000-￥20,000                             22                      9.95                       95.01 

Over ￥20,000                                     11                      4.98                     100.00 

 

Online Purchase Frequency 

Less than once a month                      46                       20.81                    20.81 

Once a month                                     68                       30.77                    51.58 

Several times a month                        57                       25.79                    77.37 

Once a week                                       35                       15.84                    93.21 

Several times a week                          15                        6.79                    100.00 

Focus on the return agreement 

Never                                                  31                       14.03                    14.03 

Once in a while                                   93                       42.08                    56.11 

Frequently                                           54                       24.43                    80.54 

Every time                                          43                       19.46                   100.00 
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IV. RESULTS AND GENERAL DISCUSSION 

 

Reliability Analysis 

 

From table 2, the reliability of Return, Fairness, Purchase Intention, and Trust is 0.912, 

0.888, 0.916 and 0.928 respectively, all above 0.7. Moreover, the Cronbach's α value of the 

variable does not increase significantly after deleting any item in the variable. Secondly, CITC is 

more than 0.5 of the critical standard, indicating that each item has a strong correlation with its 

variables. Therefore, the credibility of potential variables Return, Fairness, Purchase Intention, and 

Trust are good, which meet the research requirements. 

 

TABLE 2  

Reliability Analysis 

Variable Item 
Corrected Item- 

Total Correlation 

Cronbach's Alpha  

if Item Deleted 
Cronbach’α 

Return 

R1 0.758 0.896 

0.912 

R2 0.699 0.905 

R3 0.820 0.886 

R4 0.748 0.897 

R5 0.771 0.894 

R6 0.744 0.897 

Fairness 

F1 0.753 0.867 

0.888 F2 0.814 0.813 

F3 0.779 0.844 

Purchase 

Intention 

PI1 0.822 0.887 

0.916 PI2 0.852 0.862 

PI3 0.819 0.889 

Trust 

T1 0.775 0.917 

0.928 

T2 0.811 0.913 

T3 0.782 0.916 

T4 0.822 0.911 

T5 0.762 0.919 

T6 0.800 0.914 
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Validity Analysis 

Validity is used to measure the authenticity and correctness of the questionnaire, and check 

whether each measurement item reflects a specific aspect of the topic. In this research, the test of 

research data is construct validity. 

The construct validity is how close the measurement results are to the theoretical goal. 

KMO test and Bartlett test are two commonly used construct validity test methods (Hyuncheol, 

2013). 

From table 3, the KMO and Bartlett tests show that the KMO value is 0.899, passing the 

Bartlett test with a significance level of 0.05, indicating that the original data has good structural 

validity and is suitable for subsequent factor analysis. 

 

TABLE 3  

KMO and Bartlett's Test 

 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 0.899 

Bartlett's Test of Sphericity 

Approx. Chi-Square 2936.531 

d.f. 153 

Sig. .000 

 

According to the maximum variance method, a total of 4 common factors were extracted. 

The specific results are shown in table 4. The table shows that four cumulative interpretations have 

a total variance of 76.328%, and the communalities are all above 0.5, indicating that the missing 

information is relatively small, and showing that the 4 factors selected have good 

representativeness. The maximum factor load of each measurement term is greater than 0.5, and 

there is no serious case of cross load (cross load is less than 0.4). In general, through the validity 

test, the structural validity of these variables achieved the desired effect. 
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TABLE 4  

Exploratory Factor Analysis 

Variable Item 
Component 

Communalities 
1 2 3 4 

Return 

R1 .139 .793 .184 .103 .692 

R2 .125 .762 .129 .059 .617 

R3 .204 .855 .006 .152 .795 

R4 .089 .822 .150 .050 .708 

R5 .152 .818 .190 .030 .729 

R6 .199 .794 .117 .106 .696 

Fairness 

 

F1 .197 .053 .179 .849 .794 

F2 .222 .126 .155 .869 .845 

F3 .129 .166 .146 .870 .822 

Purchase Intention 

PI1 .297 .198 .827 .181 .844 

PI2 .163 .175 .880 .226 .883 

PI3 .149 .265 .865 .132 .859 

Trust 

T1 .792 .123 .220 .183 .724 

T2 .842 .156 .117 .125 .762 

T3 .831 .139 .085 .121 .732 

T4 .861 .109 .095 .152 .785 

T5 .791 .219 .158 .068 .703 

T6 .827 .192 .109 .126 .748 

Rotation Sums of 

Squared Loadings 

Total 4.464 4.256 2.525 2.494  

% of 

Variance 
24.802 23.645 14.026 13.854  

Cumulative % 24.802 48.448 62.474 76.328  
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Confirmatory Factor Analysis (CFA) 

In order to further test the validity of the questionnaire, on the basis of exploratory factor 

analysis, this research applied AMOS for confirmatory factor analysis, and tested the validity of 

the scale through composite reliability (CR) and average variance extracted (AVE). 

From table 5, through Absolute Fit Indices (χ2/d.f., GFI, RMR, RMSEA), Incremental Fit 

Indices (NFI, TLI, CFI), and Parsimony Fit Indices (PGFI, PNFI) to show the results of 

Confirmatory Factor Analysis. Except for the GFI (Goodness of fit index) in the absolute fit indices, 

which is slightly lower than 0.9, all the other model fit have reached the standard. It can be seen 

that the fitting degree of the measurement model and data is at a relatively good level and the 

external quality of the model is good. No further corrections are required. 

TABLE 5  

The Results of Confirmatory Factor Analysis 

Indices Absolute Fit Indices Incremental Fit Indices Parsimony Fit 

Indices 

Classificati

on 

χ2/d.f. GFI RMR RMSEA NFI TLI CFI PGFI PNFI 

Criteria <3 >0.9 <0.08 <0.08 >0.9 >0.9 >0.9 >0.5 >0.5 

Fit Result 1.939 0.882 0.035 0.065 0.917 0.950 0.958 0.665 0.774 

Fit 

Evaluation 

Good Very Good Very Good 

 

Table 6 lists the path coefficients of the measurement models. The load factors of each 

measurement index are between 0.730-0.909, which meet the criterion of the factor load is greater 

than 0.5. There is no negative measurement error in each of the research variables. The standard 

error is relatively small (all lower than 0.1); P value less than 0.001, represented by the "***", 

indicating that each factor index can strongly explain the measurement model, and the model has 

a good fit with the data. Moreover, the CR are greater than 0.7 and the AVE are greater than 0.5, 

indicating that the internal consistency of the questionnaire is good. 

 

 

 

TABLE 6  

Factor Analysis Path Coefficient Estimation 
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      B β S.E. C.R. P CR AVE 

R1 <--- Return 1.000 0.788    

0.914 0.641 

R2 <--- Return 0.956 0.730 0.083 11.524 *** 

R3 <--- Return 1.004 0.851 0.072 13.967 *** 

R4 <--- Return 0.896 0.800 0.069 12.915 *** 

R5 <--- Return 0.877 0.818 0.066 13.277 *** 

R6 <--- Return 0.894 0.810 0.068 13.119 *** 

F1 <--- Fairness 1.000 0.811    

0.890 0.729 F2 <--- Fairness 1.079 0.903 0.073 14.830 *** 

F3 <--- Fairness 1.046 0.845 0.074 14.062 *** 

PI1 <--- Purchase Intention 1 0.882    

0.917 0.786 PI2 <--- Purchase Intention 0.980 0.909 0.053 18.638 *** 

PI3 <--- Purchase Intention 0.972 0.869 0.056 17.401 *** 

T1 <--- Trust 1 0.815    

0.929 0.686 

T2 <--- Trust 1.008 0.844 0.068 14.792 *** 

T3 <--- Trust 1.087 0.819 0.077 14.151 *** 

T4 <--- Trust 1.086 0.858 0.072 15.141 *** 

T5 <--- Trust 1.059 0.797 0.078 13.605 *** 

T6 <--- Trust 1.078 0.835 0.074 14.553 *** 

*** P<0.001 

 

 

 

 

FIGURE 1 

Validation Factor Analysis Normalized Path Coefficient Model 
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From Table 7, there is a significant positive correlation between each variable.  

TABLE 7  

Variable Correlation Analysis and Discriminant Validity 

 Fairness Return Trust 
Purchase  

Intention 

Fairness 0.854    

Return  0.282** 0.801   

Trust 0.294** 0.277** 0.828  

Purchase Intention 0.388** 0.387** 0.223** 0.887 

**. Correlation is significant at the 0.01 level (2-tailed). **.  

 

Structural Equation Modeling (SEM) 

FIGURE 2 



 
 

13 

 Structural Equation Model Path Diagram 

           

 

 

According to Table 8, through Absolute Fit Indices (χ2/d.f., GFI, RMR, RMSEA), 

Incremental Fit Indices (NFI, TLI, CFI), and Parsimony Fit Indices (PGFI, PNFI) to validate the 

results of factor analysis model. Except for GFI (Goodness of Fit Index), which is slightly lower 

than 0.9, all other fitting indexes have reached the standard. The overall fit is very good. It can be 

seen that the degree of fit between the measurement model and the data is at a better level. The 

external quality of the model is good. 

 

 

 

 

 

TABLE 8  

Validate Factor Analysis Model Results 
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Indices Absolute Fit Indices Incremental Fit Indices Parsimony Fit 

Indices 

Classificati

on 

χ2/d.f. GFI RMR RMSEA NFI TLI CFI PGFI PNFI 

Criteria <3 >0.9 <0.08 <0.08 >0.9 >0.9 >0.9 >0.5 >0.5 

Fitting 

Results 

2.015 0.875 0.032 0.070 0.912 0.945 0.954 0.665 0.775 

Fitting 

Evaluation 

Good Very Good Very Good 

 

 From Table 9 and figure 3, Fairness, Trust, and Return Policy all have a significant positive 

effect on Purchase Intention; Return Policy has a significant positive effect on Perceived Fairness; 

and Fairness has a significant positive effect on Perceived Trust. 

TABLE 9  

Hypothesis Tests 

      B β S.E. C.R. P 

Purchase Intention <--- Return 0.030 0.271 0.076 3.944 ***    

Fairness <--- Return 0.030 0.333 0.067 4.467 *** 

Purchase Intention <--- Fairness 0.357 0.290 0.095 3.749 *** 

Trust <--- Fairness 0.406 0.441 0.068 5.978 *** 

Purchase Intention <--- Trust 0.294 0.220 0.095 3.093 0.002 

  *** P<0.001 

 

 

 

 

 

 

 

FIGURE 3 

 Structure Model 
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H1: Consumer's purchase intention is positive associated with the return policy (Supported: 

β=0.271, P<0.001). 

H2: Consumers perceived fairness is positive associated with the return policy (Supported: 

β=0.333, P<0.001). 

H3: Customer purchase intention is positively associated with perceived fairness of the 

return policy (Supported: β=0.290, P=0.002). 

H4: Consumer's perceived return policy fairness is positively associated with perceived 

trust in e-tailers (Supported: β=0.441, P<0.001). 

 H5: Perceived trust in e-tailer is positively associated with purchase intention (Supported: 

β=0.220, P<0.001). 

 Therefore, I can conclude that all the results are consistent with my hypothesis. Besides, 

the results of the survey on perceived fairness and purchase intention are similar to those obtained 

by collecting questionnaires from Chinese consumers and those from consumers in the United 

States and western countries. Therefore, I can predict that return policies have a certain effect on 

increasing purchasing power in the world. 
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V. THEORETICAL CONTRIBUTIONS 

Well-designed return policies can enhance the reputation and credibility of online stores 

and become a useful policy for both consumers and retailers. The findings of this study make 

important contributions to the retailing literature by uncovering the effects of e-tailer’ return 

policy on consumer purchase intention based on signaling theory in China. I've also shown that 

return policies that help Chinese consumers perceive fairness and perceived trust can influence 

purchase intentions. Future research should use the findings of this study as a foundation to 

research other conditions (e.g., different transportation destinations) and variables (e.g., the 

number of times a consumer is allowed to return something) to enhance our understanding of the 

effects of return policies on consumer purchase behavior. 

 

VI. CONCLUSION AND FUTURE RESEARCH 

In this research, I examine the impact of online retailers' return policies on consumer 

behavior. I use structural equation model (SEM) to test my five hypothesis which include four 

variables of return policy, fairness, purchase intention and trust. The return policy is both a retail 

standard and a marketing tool. The return policy is the key to attracting and retaining the customers. 

As online shopping becomes more common, return policies become more important. In America 

or other western countries, researchers are actively discovering the importance of return policies 

and their impact on customers' perceived fairness and purchase intentions. However, few studies 

involve China's return policy and include these four variables. Basing on the theoretical 

frameworks of signaling theory I propose relationships between return policy and consumer 

purchase intention. Collecting data from an online questionnaire, I found support for the 

hypotheses proposed that Fairness, Trust, and Return Policy all have a significant positive effect 

on Purchase Intention; Return Policy has a significant positive effect on Fairness; and Fairness has 

a significant positive effect on Trust. And my results prove these hypotheses. In conclusion, my 

research provides a new perspective on online shopping in China to study the relationship between 

e-retailers' return policy and consumer behavior. My results provide a better understanding for 

marketers of online shopping, such as the positive effect of strategies for e-retailers' return policy 

in a context that influences consumer behavior. 

I did not pay attention to different return policies, such as whether both the full return 

policy and partial return policies have a positive associated with perceived fairness and purchase 

intention. Therefore, future research should also investigate the impact of different return policies 

on different online shopping platforms. In addition, my empirical research does not include all 

provinces in China, such as Xinjiang, Tibet and other remote areas, so it will be very valuable to 

know if the test results are applicable in all China regions. I hope this research will support more 

research in this area. 

In addition, future researchers can study return policies from different dimensions, such as 

consumer education level, political factors, and retail environment, to analyze the different 

behaviors of Chinese consumers under different consumption backgrounds, and how these factors 

affect consumer behavior. Also, Chinese marketing researchers can work with online retailers to 
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collect consumer perceived fairness data and design optimal combinations of return policies. And 

my research is only about three variables: perceived fairness, purchase intention and perceived 

trust. In the future, variables such as perceived e-tailers’ competition and perceived e-tailers’ 

reputation can also be added into the research. Moreover, the length of time allowed for returns 

may also affect consumers' perception of the value of the product. So, research can specifically 

understand how consumers perceive fairness from different merchant settings to allow longer or 

shorter returns. 
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