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Market Trends Giving Rise to Third-Party Commerce Partners

As customer acquisition costs continue to rise and return on ad
spend declines, brands are facing pressure to get creative with their
marketing spend.! Today’s consumers leverage multiple channels to
purchase goods, and retailers need to be ready to meet their
customers wherever they are on their shopping journey. Retailers are
continuing to expand the number of channels they sell on, especially
through social media platforms and third-party marketplaces.

The proliferation of channels could create challenges for retailers to
deliver consistent and seamless experiences. Deloitte’s 2024 Retail
Industry Outlook focused on the importance of retailers placing
greater emphasis on loyalty through experiences, personalization,
and trust.?
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The report explains, “a cohesive, consistent omni-experience is
often lacking, potentially eroding trust,” with three in four
customers saying they are more loyal to stores with consistent
customer experiences.3 This includes meeting customer needs
quickly and easily throughout every stage of the shopping
journey.

Customer expectations around convenience continue to climb,
and they want to be able to buy practically anything, 24/7, at a
competitive price. Rapid fulfillment has conditioned shoppers
to expect product delivery to their home in one to two days and
many consumers make purchase decisions based on delivery
time. Meeting customer expectations for delivery speed often
requires considerable changes to companies’ technology,
processes, and partnerships. It is even more challenging for DTC
brands, requiring them to rely on third-party logistics services.
If the customer does not like an item or it does not fit, they
expect generous return policies to be in place, but returns are
becoming one of the greatest and most costly supply chain
challenges companies are facing.* According to Deloitte’s retail
practice, “retailers should embrace returns and exchanges,
making them a marketable capability by simplifying them for all
customers.” > 84% of surveyed shoppers say they read the
return policy before making a purchase, with 44% of those
shoppers looking for a substitute product or retailer if they do
not like the policy. A good return policy can result in customer
conversion with more than nine in ten customers more likely to
purchase from an online retailer with free returns and stating
that the ease of returns influences their decision to shop with
that retailer again. ®

The combination of increasing customer expectations and the
challenges retailers are facing to meet those expectations is
giving rise to third-party commerce partners in the form of
alternate payment methods, fulfillment and return services,
and other solutions across the end-to-end customer journey.

Transforming the Shopping Journey with Amazon and Buy
with Prime

Reaching new audiences and simplifying logistics is not easy, so
a growing number of leading brands are turning to Buy with
Prime for a suite of ecommerce solutions. It takes the best of
what Amazon has built on Amazon.com and offers those
ecommerce and fulfillment solutions for businesses’ channels
off of Amazon.



Most Relevant

Buy with Prime is a lever to help DTC retailers meet their growth
goals in 2025. Buy with Prime and Amazon’s suite of ecommerce
solutions can enable four long-term benefits:

* Revenue Uplift: Merchants can optimize their site for conversion
by providing shoppers with delivery estimates, customer reviews,
fast, free delivery, and a trusted checkout experience.

* Reduced Customer Acquisition Costs (CAC): Merchants can
improve their return on ad spend (ROAS) with solutions like
Amazon DSP for Buy with Prime, as well as marketing Prime
delivery speeds, easy returns, and customer support.

* Improved Customer Lifetime Value (CLV): Merchants can
improve their CLV by remarketing to high intent shoppers and
Prime members who are more likely to buy again when the Prime
delivery, returns, and support experience are offered.

* Improved Efficiency: Merchants can improve cost and time
savings through Amazon’s ownership of fulfillment, customer
service, and returns and a single pool of inventory for fulfilling
orders across channels, including on and off Amazon.

We see these benefits come to life across the customer journey by
examining the features and capabilities available to merchants in
each phase as shown in the chart below.

Buy with Prime and Amazon’s suite of solutions span the entire
customer journey, impacting a broad set of stakeholders and goals
across different parts of the organization. Merchants considering
utilizing these services need to work across cross-functional leaders
to gain buy-in from each business unit. Stakeholders should think
about the holistic benefit of Buy with Prime across their channels
(e.g., DTC, marketplace, etc.) and the overall customer journey,
instead of focusing on the impact for one channel, function, or stage
of the shopping experience. This requires stakeholders within an
organization to align on overall priorities rather than functional
priorities to put the customer first.
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Benefits By Shopping Stage
Discovery

As customer acquisition costs continue to rise and return on ad spend
declines, brands are facing pressure to get creative with their
marketing spend. 7 This suite of solutions improves customer
discovery by 1) marketing with the trust of Prime, 2) using the
Amazon demand-side platform (DSP) and other advertising solutions,
and 3) engaging with an audience of over 200 million Prime
members. &

Based on ongoing interactions with marketing leaders, we
understand that rising customer acquisition costs are a concern, and
that leaders are increasingly focused on loyalty and customer
retention. Buy with Prime capabilities in the discovery phase can help
marketing leaders deploy differentiated advertising strategies to
reach new audiences, improve their ROAS, lower customer
acquisition costs, and therefore increase profitability potential. The
average ROAS for an ecommerce retailer can vary depending on the
industry, the effectiveness of the advertising campaigns, and the
platforms used. However, a common ROAS benchmark for
ecommerce retailers is a 4:1 ratio.’ More than 80% of merchants who
have used Amazon DSP for Buy with Prime reported exceeding their
ROAS goals. 1° For example, a cosmetics and skincare brand
experienced a 12.8x combined ROAS across Amazon.com and their
own website, a smart home technology company saw a >20x ROAS
across their website and Amazon.com, and a drinkware company
experienced a combined ROAS of 4.4x across multiple sites.
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https://buywithprime.amazon.com/blog/increased-roas-new-customers-with-amazon-dsp

Evaluation

Aside from price, free and fast delivery are the top two factors that
encourage customers to buy direct from a brand. 1 For example,
Amazon Multi-Channel Fulfilment (MCF), which powers delivery for
Buy with Prime, also offers delivery estimates on certain search
engines and social media apps to provide customers with a
transparent delivery time on the product page as they are considering
a purchase. MCF enables retailers to increase their fulfillment rates
and overall reliability, with >97% on-time delivery rate, deliveries
made seven days a week. 12 We have heard from DTC leaders that
providing an estimated delivery date that is both rapid and accurate is
critical for improving conversion but can be challenging due to
inventory accuracy and network optimization. Free returns can lead
to higher conversion rates and increased sales, with 96% of
consumers saying they are more likely to buy from online merchants
that offer free returns. 13 Buy with Prime merchants can also add
ratings and customer reviews from Amazon.com directly on their site.
As customers are 63% more likely to trust and buy from a company
with reviews, this feature allows brands to leverage the social proof
they have built for their products on Amazon.com directly on their
ecommerce site.'

Buy with Prime helps DTC leaders deliver digital solutions that
respond to customer needs, providing greater transparency during
the evaluation phase of the customer journey and improving DTC
revenue.

Purchase

Delivering a quick and seamless checkout experience is often top of
mind for ecommerce leaders as it is the final hurdle to reach
conversion. The seamless experience during checkout drives
conversion and revenue uplift and encourages customers to buy
again, increasing customer lifetime value. Based on A/B testing
results from 167 merchants, merchants experienced a 16% increase in
revenue per shopper transaction when Buy with Prime was a
purchase option.’> The revenue uplift driven by Buy with Prime can
help both the Chief Digital Officer and the Chief Financial Officer
deliver on their top-line growth goals.

Fulfillment

Merchants have achieved greater efficiency and lowered their
operating costs by leveraging Amazon’s infrastructure for reliable
fulfillment. From collaborating with supply chain leaders, we
understand retailers are trying to balance fast fulfillment with the
profitability of their fulfillment operations. In the last 12 months, MCF
has served over 300,000 businesses and has delivered over 73 million
products to customers around the world. Amazon’s fulfillment
network provides scale, reliability, and speed, with average “click-to-
door” speeds that are over 50% faster than other retailers.® Buy with
Prime orders are stored, picked, packed, and shipped by Amazon
Multi-Channel Fulfillment (MCF), a third-party logistics solution that
helps power Buy with Prime. MCF provides support across all
ecommerce channels, including brand websites, ecommerce
marketplaces, and social media stores. Merchants can realize
operational efficiencies and cost savings by maintaining a single pool
of inventory that can help merchants fulfill Amazon.com and DTC
orders, including those from a merchant’s site, social channels, and
other marketplaces.
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A unified inventory pool allows supply chain managers to decrease
out-of-stock situations and enhance inventory turnover. Amazon
sellers who use both MCF and Fulfillment by Amazon (FBA) reduced
out-of-stock rates by 13% and improved inventory turnover by 24%,
on average. 17 Buy with Prime’s fulfillment capabilities can minimize
the need for supply chain and operational leaders to invest in
establishing their own infrastructure that would be required to meet
customer expectations. Amazon’s suite of solutions in the fulfillment
space can also help merchants consolidate their use of third-party
logistics providers across warehousing, shipping, and returns. The
ability to consolidate inventory across channels is also pertinent to
the CIO/CTO as it can help simplify their technology stack by
reducing the variations of flows of data.

Post Purchase

There are two aspects of the post purchase capabilities that can help
operations leaders reduce overhead costs. The first is having
Amazon manage returns, including shipping, receiving, and grading
of returned merchandise. While supply chain leaders have
expressed that reverse logistics is becoming an increasingly large
and complex part of their operations, offering customer-friendly
return policies is critical for building shopper loyalty. Returns are a
part of the Prime Service fee, so there is not an incremental cost to
merchants to have Amazon manage their returns, generating cost
savings for the business. Consequently, merchants dealing in SKUs
within categories known for higher return rates—like apparel and
footwear—are likely to see more significant cost savings. The second
feature is Buy with Prime Assist, which can help merchants decrease
customer support inquiries about deliveries and returns. According
to a Deloitte Digital survey, the average cost per assisted contact in
the retail industry is $6 and likely to rise in the future.!® Even if the
cost per assisted contact remains the same or increases, merchants
can reduce their overall cost per interaction by utilizing Buy with
Prime Assist to offer 24/7 live chat support to customers for Buy
with Prime orders. For example, if a merchant generates 50K orders
per month on their DTC site with 20% of those orders (10K orders)
transacting through Buy with Prime, at a 20% Customer Support
Contact to Order Ratio, the merchant will experience a 2K reduction
in customer contacts now handled by Buy with Prime. With a $6
average cost per assisted contact, this results in a monthly value of
$12K for merchants.

While a merchant’s return policy has a positive impact on
purchasing behavior, there are logistical complexities and costs
associated with offering these return services. According to Deloitte
research, returns represent at least 10% of retailers’ supply chain
costs and a return can cost merchants at least $0.15-$0.30 for every
dollar in returned merchandise.® 2° One component of this is the
transit time back to shelf, which represents a significant cost and
lost opportunity to sell. Breaking it down into the individual cost
components, the average shipping and label costs for returns are
estimated to be between $7-$9 per return.2! On average, discount
and liquidation costs can total 13-71% and processing can cost 6-5%
of the price of returned products.?? Those costs can add up when the
average online return rate is somewhere between 6-24%.23 Working
out the potential value of returns can be challenging, so we’ve
provided an example.



If a merchant generates 50K orders per month on their DTC site with
20% of those orders (10K orders) transacting through Buy with Prime,
at a 6-24% online return rate, Buy with Prime will handle 1,760-3,000
returns for that merchant per month. With returns costing $0.15-
$0.30 for every dollar in returned merchandise, for merchandise
valued between $20-$160, having Amazon handle the merchant’s Buy
with Prime returns nets out to a monthly value of $5.3K-$144K.

The potential value of Amazon handling returns is therefore twofold —
the first is driving topline growth by offering free returns to
customers to increase conversion, and the second is driving bottom
line growth through operational efficiency in merchants’ reverse
logistics operations. Merchants can expect to save costs in proportion
to the volume of returns Amazon handles through Buy with Prime.
Since returns are a part of the Prime Service Fee (PSF), there is not an
incremental cost for each return, so it could be more valuable to
merchants in categories with higher returns like apparel, shoes,
accessories, electronic, or health and beauty.

The capabilities in this phase of the customer journey are also
relevant to merchants’ Chief Marketing Officers. Buy with Prime’s
order management and tracking and free returns encourage customer
conversion and repeat purchases, improving Customer Lifetime Value.
Chief Marketing Officers can also focus on building relationships with
an audience of millions of Prime members who tend to be highly
affluent, active, and more likely to buy again when Prime is offered?4,
further improving their Customer Lifetime Value metric.

Case studies
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Technology Implementation

Buy with Prime offers a variety of integration options depending on
the ecommerce service provider a merchant uses. Options include
the Buy with Prime app for Shopify, direct APl integration with
Salesforce Commerce Cloud, widget implementation, and a custom
integration. Each option varies in its flexibility, customization, and
duration to implement. The level of effort for implementation varies
based on the integration option and size of the merchant, however,
it can generally be completed in 2-4 sprints. They also offer custom
integrations and implementation timelines may vary. Businesses
that do not already have inventory in Amazon fulfillment centers
will need to ship the relevant items to Amazon, which can add time
to launch the solution.

Buy with Prime has proven successful with merchants in the marketplace. Below are five examples that highlight success stories:

Cosmetics & Skincare Brand

Brand of Phones & Watches for Kids & Teens

Casual Shoe Brand

resulting in 15.3X ROAS.

Smart Home Products Company

fewer split shipments and therefore lower shipping costs.

iPad Case Designer

The company’s adoption of Buy with Prime led to a 60% increase in shopper conversion, 40% increase in sales per visitor, 12.8x
combined ROAS across Amazon.com and bareMinerals.com, and 5-7 business days of extra selling time during peak holiday periods.

Since adding Buy with Prime to their ecommerce site, the company has seen a reduction in overall costs for fulfillment and customer
service. It has also seen an increase a 45% increase in shopper conversion, 25% increase in revenue, and $1.3M net proceeds growth.

The shoe brand launched a display ad campaign using the Amazon DSP solution for Buy with Prime to remarket to engaged shoppers,

The company received about 50,000 Buy with Prime orders in the first five months of 2023, representing 20% of website orders. As
MCEF fulfills 75% of the ecommerce site orders, the company was able to consolidate its inventory into fewer locations, resulting in

With more than 2 million cases sold on Amazon.com and over 75,000 Amazon Reviews (87% five-star reviews), the brand has been able
to add those reviews to the same products on their DTC site — extending that social proof to boost credibility.




Emerging Retail & Consumer Trends | Q4 2024

Contacts

To learn more, please contact:

Robert Stephens
Principal

Deloitte & Touche LLP
rostephens@deloitte.com

Simon Chafetz

Senior Manager
Deloitte & Touche LLP
schafetz@deloitte.com

The authors would like to thank these team members for their contributions :
Alex Cohen

Carol Cui

Jamie Curran


mailto:rostephens@deloitte.com
mailto:schafetz@deloitte.com

Emerging Retail & Consumer Trends | Q4 2024

Endnotes

O N R WDNPR

10.

11.
12.
13.
14.
15.

16.

17.
18.
19.
20.
21.
22.
23.
24.

DTC Briefing: Brands rethink their marketing a customer acquisition costs soar & shoppers get pickier, Modern Retail, 2024.
2024 Retail Industry Outlook, Deloitte, 2024.
Consumers want ultrafast delivery — and they want it today, Supply Chain Dive, 2023.

Keeping Retail Customers at the Center, Deloitte, 2022.
2023 Retail Industry Outlook, Deloitte, 2023.
E-commerce returns: Give the customers what they want, FreightWaves, 2022.

DTC Briefing: Brands rethink their marketing a customer acquisition costs soar & shoppers get pickier, Modern Retail, 2024.

Buy with Prime is currently only available to merchants with a United States-based entity and for orders with shipping
addresses in the contiguous United States, Alaska, Hawaii, and Puerto Rico.

What is ROAS? Calculating Return on Ad Spend, BigCommerce.

Amazon study based on results compiled from 28 merchants who initiated advertising campaigns with Amazon DSP for Buy
with Prime between March 2024 and June 2024

The Future Shopper Report, VML, 2024.

Based on all MCF orders placed and delivered in 2023 in the contiguous United States.

E-commerce returns: Give the customers what they want, FreightWaves, 2022.

The Inside Scoop on Ecommerce Reviews: Why They Matter and How to Make the Most of Them, Big Commerce.

This data point is based on A/B testing results collected between July 2023 and June 2024 from 167 merchants, and measures
the average increase in revenue generated when Buy with Prime was a purchase option versus when it was not, during the
same time period, Amazon.

NielsenlQ, Delivery speed data from Insider Intelligence comparing US purchases made on Amazon.com to other US retailers,
September 2023.

Based on data from 505k US sellers who shipped more than 100 units with FBA during CY Amazon, 2021.

Contact centers find balance in a transformed world, Deloitte, 2024.

Navigating the rise in returns: Workforce implications of reverse logistics, Deloitte, 2020.

2023 retail industry outlook, Deloitte, 2023.

Ecommerce Returns by The Numbers In 2021, ReturnlLogic, 2021.

Retailers look for answers as returns grow more complex and costly, Digital Commerce 360, 2022.

Most returned online purchases by category in the U.S. as of September 2024, Statista, 2024.

April 2024 survey, Amazon


https://www.modernretail.co/marketing/dtc-briefing-brands-rethink-their-marketing-as-customer-acquisition-costs-soar-shoppers-get-pickier/
https://www2.deloitte.com/us/en/pages/consumer-business/articles/retail-distribution-industry-outlook.html
https://www.supplychaindive.com/spons/consumers-want-ultrafast-delivery-and-they-want-it-today/646011/
https://www2.deloitte.com/content/dam/Deloitte/us/Documents/consulting/us-customer-centricity-future-of-store.pdf
https://www2.deloitte.com/content/dam/Deloitte/ch/Documents/consumer-business/ch-deloitte-retail-industry-outlook-2023.pdf
https://www.freightwaves.com/news/e-commerce-returns-give-the-customers-what-they-want
https://www.modernretail.co/marketing/dtc-briefing-brands-rethink-their-marketing-as-customer-acquisition-costs-soar-shoppers-get-pickier/
https://www.bigcommerce.com/glossary/return-on-ad-spend/
https://www.vml.com/insight/the-future-shopper-2024-has-landed
https://www.freightwaves.com/news/e-commerce-returns-give-the-customers-what-they-want
https://www.bigcommerce.com/blog/online-reviews/
https://www.emarketer.com/content/amazon-walmart-race-speed-up-delivery-times-extend-their-ecommerce-lead
http://amazon.com/
https://www2.deloitte.com/content/dam/Deloitte/us/Documents/process-and-operations/us-navigating-the-rise-in-returns-workforce-implications-of-reverse-logistics.pdf
https://www2.deloitte.com/content/dam/Deloitte/ch/Documents/consumer-business/ch-deloitte-retail-industry-outlook-2023.pdf
https://www.returnlogic.com/blog/e-commerce-returns-by-the-numbers-in-2021/
https://www.digitalcommerce360.com/2022/01/25/retailers-look-for-answers-as-returns-grow-more-complex-and-costly/
https://www.statista.com/forecasts/997235/most-returned-online-purchases-by-category-in-the-us#:%7E:text=When%20asked%20about%20%22Most%20returned,our%20online%20survey%20in%202024.

D I | tt Emerging Retail & Consumer Trends | Q4 2024

About Deloitte

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (“DTTL"), its network of member firms, and
their related entities. DTTL and each of its member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte Global”) does not
provide services to clients. In the United States, Deloitte refers to one or more of the US member firms of DTTL, their related entities that operate using the

“Deloitte” name in the United States and their respective affiliates. Certain services may not be available to attest clients under the rules and regulations of
public accounting. Please see www.deloitte.com/about to learn more about our global network of member firms.

Copyright © 2024 Deloitte Development LLC. All rights reserved



	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Contacts
	Endnotes
	Slide Number 7

