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The online shopping surge of the past 
two years has heightened the risk of 
credit card fraud and driven many mer-
chants to invest more in combatting 
it. Merchants tend to rely on a mix of 
proprietary and third-party tools to re-
solve transaction disputes and clamp 
down on fraud, but PYMNTS research-
ers found that many merchants have a 
somewhat skewed view of their systems’ 
effectiveness.

Merchants that rely primarily or exclu-
sively on proprietary tools for resolving 
transaction disputes and preventing 
fraud tend to rate their in-house tools’ 
effectiveness very highly. Merchants 
that rely mainly on third-party tools 
tend to view them as less effective. But 
our data reveals that these chargeback 

and fraud-prevention tools work very 
differently from how merchants per-
ceive them. 

Forty-five percent of the merchants that 
use only in-house dispute-management 
applications say their systems are highly 
effective in managing customer disputes 
and detecting fraudulent transactions. 
PYMNTS’ research shows that third-party 
systems are more effective at fighting 
fraud, as 92% of the merchants that use 
only third-party systems for detecting 
fraud can keep their losses below 0.5% 
of total revenue.

None of the firms using only third-party 
tools suffered losses greater than 1% of 
their card payment revenue in the prior 
12 months, and just 8.3% lost more than 

Introduction 0.5%. Of the merchants relying on pro-
prietary tools they believe in, 37% lost 
between 0.5% and 1% of annual revenues, 
and 2.9% lost more than 1% of revenues.

These are a few of the findings in 
Dispute-Prevention Solutions: Third- 
Party Tools Limit Dispute-Related 
Losses, a PYMNTS and Verifi collabo-
ration, that examines how businesses 
manage disputed card transactions and 
their systems’ effectiveness at limit-
ing losses from disputes and fraud. We 
surveyed 301 merchants in four busi-
ness categories — retail, entertainment 
and gaming, travel and leisure and digi-
tal subscription services — from Dec. 7, 
2021, to Jan. 7, 2022.

This is what we found.
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Merchants believe their in-house dis-
pute programs are more effective than 
outside dispute services. However, data 
reveals that to be a misconception. 

Forty-five percent of the merchants that 
only use in-house dispute-management 
applications say their systems are highly 
effective at managing customer disputes  
and detecting fraudulent transactions. 
Another 38% of the merchants using 
only proprietary systems say they are 
somewhat effective, although PYMNTS’ 
research shows that third-party systems 
are actually more effective at fighting 
fraud. The firms using third-party tools 
tended to do a better job limiting their 
losses than merchants that relied on 
proprietary tools. None of the merchants 
using only third-party tools lost more 
than 1% of their card payment revenue 
in the prior 12 months. By contrast, 2.9% 
of merchants using proprietary tools lost 
more than 1% of revenues.

Half of the merchants we surveyed 
do not feel they have a reliable way to 
identify first-party misuse, a situation 
where a customer disputes a legitimate 
transaction with their issuing bank af-
ter goods have been received or services 
have been rendered. 

Twenty-three percent of merchants say 
they undercount disputes suspected of 
being fraudulent, and 27% say they over-
count them. Just 50% of merchants 
say they accurately track disputed 
transactions, which underscores the dif-
ficulty merchants have tracking certain 
types of fraud, such as a family mem-
ber’s misuse of a card or a customer 
making a false claim about the mer-
chant’s failure to deliver the product. 

Merchants do not seem to understand 
the scope of their first-party misuse 
problem, and therefore many do not 
understand they are leaving so much 
money on the table. 

Merchants that describe their dispute- 
management tools as “very” or 
“extremely” effective tend to overidentify 
instances of fraud. Fifty-four percent of 
these merchants say they overidentify 
fraudulent disputes from family members 
attempting to make an unauthorized 
purchase, and 62% incorrectly flag 
customers’ disputes concerning a product 
that was never delivered as fraud. Just 
40% of the merchants that describe their 
dispute-management systems as “very” 
or “extremely” effective accurately 
identify unauthorized purchases by 
family members.

61% of merchants 
that have had 
to deal with 
customer disputes 
have encountered 
the misuse of a 
card by a member 
of the cardholder’s 
family.
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The customer experience extends be-
yond the act of purchasing.

Customer disputes that are submitted 
through the issuing bank are perceived 
to be the result of an issue after 
purchase, such as the customer’s dis-
satisfaction with the situation or service, 
and have less to do with fraud. Family 
fraud is among the more common types 
of misuse; it arises when a consumer 
makes a legitimate purchase with a fam-
ily member’s card. According to PYMNTS’ 
research, 61% of merchants that have 
had to deal with customer disputes have 
encountered this type of fraud. 

Third-party solutions can reduce 
the time and cost of mitigating first- 
party abuse.

Merchants often have more than one rea-
son for using third-party tools to manage 
disputed transactions. Two-thirds of 
businesses say they use third-party 
tools because the tools help them avoid 
the labor costs and transaction fees 
they incur when they resolve disputes 
with in-house tools. Fifty-six percent 
of businesses say third-party tools pro-
vide a better experience for customers 
and limit the risk that the merchant will 
lose the customer. Fifty-one percent say 
third-party tools improve relationships 
with customers, and 44% say the tools 
help improve customers’ trust in the 
merchants. 

Just 50% of merchants 
say they accurately track 
disputed transactions.



9

© 2022 PYMNTS.com All Rights Reserved

8 Dispute-Prevention Solutions

Two-thirds of merchants surveyed with 
annual revenues greater than $1 billion 
do not use third-party services and have 
opted to use in-house methods instead. 
In reality, however, these merchants 
suffer revenue losses 16% to 34% higher 
than those relying solely on third-party 
platforms.

We found that merchants with more 
than $1 billion in annual revenue lose 
0.51% to disputed card transactions; the 
overall average is 0.43%. 

The firms that do not use third-party 
systems also record higher losses than 
other firms, at 0.46% of yearly revenue. 
The 14 surveyed firms that indicated they 
only use third-party tools lost just 0.32% 
of revenue, the least percentage out of 
our three categories noted in Figure 1. 
The firms that rely on a mix of in-house 
and external tools lost 0.43% of yearly 
revenue, which is in line with the over-
all average.

The proportion of lost revenue among 
the four business categories surveyed 
was nearly even. Entertainment and 
gaming companies lost 0.41%, digital 
subscription providers lost 0.42%, trav-
el and leisure companies lost 0.45% and 
retailers lost 0.46%.

In-house 
and 
inadequate 

F I G U R E  1 : 
How merchants tally the damage from 
disputed card transactions
1A: Share of merchants with select 
views on the effectiveness of their 
dispute-management systems, by the type of 
systems used

Tools provided by third parties and at 
least one aditional tool

Firms that do not use third-party tools
Third-party tools

41.7%
28.6%
38.3%

0000000042

0000000029

0000000038

Somewhat effective

35.6%
35.7%
44.9%

0000000036

0000000036

0000000045

Very or extremely effective

22.8%
35.7%
16.8%

0000000023

0000000036

0000000017

Slightly or not at all effective

1B: Share of organizations’ annual revenues 
lost to disputes in the last 12 months, by type 
of tools used to manage and prevent disputes

Average 

Only tools provided by third parties
Firms that do not use third-party tools

Tools provided by third parties and at 
least one aditional tool.

3.8%
2.9%
0.0%
4.6%

0000000004

0000000003

More than 1.0%

0000000005

33.4%
37.1%
8.3%

32.9%

0000000033

0000000037

0000000008

Between 0.5% and 1.0%

0000000033

54.1%
54.3%
83.3%
52.0%

0000000054

0000000054

0000000083

Between 0.1% and 0.5%

0000000052

8.6%
5.7%
8.3%

10.4%

0000000009

0000000006

0000000008

Less than 0.1%

0000000010

Source: PYMNTS.com  |  Verifi
Dispute-Prevention Solutions

N = 290: Firms that experienced disputes 
in the last 12 months

N = 301
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F I G U R E  1  (continued) : 
How merchants tally the damage from 
disputed card transactions
1C: Share of organizations’ transactions 
disputed and annual revenues lost to disputes 
in the last 12 months

Percentage of organizations’ annual 
revenues lost to disputes in the last 
12 months
Percentage of organizations’ 
transactions disputed in the last 12 
months

0.43%
0.54%

0000000043

0000000054

Average

0.42%
0.54%

0000000042

0000000054

Subscriptions for digital goods and 
services (N = 75)

0.44%
0.58%

0000000044

0000000058

$500M to $1B (N = 76)

0.45%
0.52%

0000000045

0000000052

Travel and leisure (Airlines, hotels, 
etc.) (N = 75)

0.41%
0.55%

0000000041

0000000055

Entertainment and gaming (N = 75)

0.32%
0.39%

0000000032

0000000039

Only tools provided by third parties  
(N = 14)

0.38%
0.50%

0000000050

0000000050

$20M to $100M (N = 75)

0.51%
0.59%

0000000054

0000000059

More than $1B (N = 76)

0.46%
0.57%

0000000046

0000000057

Retail trade (N = 76)

0.46%
0.61%

0000000046

0000000061

Tools not provided by third parties  
(N = 107)

0.41%
0.50%

0000000041

0000000050

$100M to $500M (N = 74)

0.43%
0.52%

0000000043

0000000052

Tools provided by third parties and at 
least one aditional tool (N = 180)

IndustryRevenue size Procedures used to help manage and 
prevent disputes and chargebacks

Source: PYMNTS.com  |  Verifi
Dispute-Prevention Solutions

Approximately half 
of the merchants 
we surveyed 
believe they are 
not accurately 
identifying first-
party misuse (i.e., 
friendly fraud).
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Approximately half of the merchants we 
surveyed believe they are not accurate-
ly identifying first-party misuse (i.e., 
friendly fraud). 

When considering a suspicious card 
transaction by a relative of a cardhold-
er, for example, 46% of merchants say 
they systematically overidentify fraud, 
and 9.8% say they systematically un-
deridentify fraud. Forty-four percent of 
merchants say their measurements of 
this kind of family-based fraud are ac-
curate. Similar numbers exist for goods 
returned after a return window’s ex-
piration: 50% of firms say they tend to 
underidentify fraud in this situation, 
and 9.1% say they overidentify fraud. 
Forty-one percent of firms say they are 
accurately measuring fraud.

Merchants are reacting to the challeng-
es of accurately measuring the several 
types of first-party misuse (i.e., friendly 
fraud) by employing various monitoring 
tactics. The most common is analyzing 
a cardholder’s payment history alongside 
data on the dispute. Seventy-two per-
cent of all firms make this comparison, 

although 84% of the merchants that 
only use in-house systems also com-
pare payment history and dispute data. 
Sixty-seven percent of merchants that 
combine third-party systems with 
in-house tools also compare these two 
sets of data.

Smaller proportions of merchants use 
other tactics when analyzing fraud. 
Thirty-four percent analyze data about a 
product’s usage with information on the 
dispute, and 29% assess details of the 
delivery confirmation with data on the 
disputed payment. 

The 
challenges 
of accurately 
measuring 
card 
payment 
fraud

We systematically 
underidentify 

these disputes and 
chargebacks.

We accurately identify 
these disputes and 

chargebacks.

We systematically 
overidentify these 

disputes and 
chargebacks.

F I G U R E  2 : 
How merchants perceive their dispute-management 
capabilities
2A: Share of merchants that perceive their dispute-management 
capabilities meet select accuracy levels across all dispute types 

23.21% 26.65% 50.14%

Source: PYMNTS.com  |  Verifi
Dispute-Prevention Solutions

N = 301: Complete sample
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F I G U R E  2  (continued) : 
How merchants perceive their dispute-
management capabilities
2B: Share of merchants that use select 
methods to track first-party misuse, by 
effectiveness of tools

We systematically overidentify these disputes and chargebacks.

We systematically underidentify these disputes and chargebacks.
We accurately identify these disputes and chargebacks.

46.3%
43.9%
9.8%

0000000046

0000000044

0000000010

Family fraud

28.6%
54.3%
17.1%

0000000029

0000000054

0000000017

Quality of goods not what consumers 
expected

44.8%
41.4%
13.8%

0000000045

0000000041

0000000014

Consumers claim they did not receive 
a product when they did

25.0%
45.8%
29.2%

0000000025

0000000046

0000000029

Return of goods after use

15.8%
57.9%
26.3%

0000000016

0000000058

0000000026

Returned products that were 
considered “final sale”

Consumers did not understand the 
transaction description on their 
statement

15.8%
53.9%
30.3%

0000000016

0000000054

0000000030

9.1%
40.9%
50.0%

0000000009

0000000041

0000000050

Returned products after the return 
window expired

14.5%
58.1%
27.4%

0000000015

0000000058

0000000027

Customer attempting to get refund 
outside of refund period

2C: Share of merchants that perceive their 
dispute-management capabilities meet select accuracy 
levels, by type of potential first-party misuse

Average (N = 301)

Slightly or not at all effective systems 
(N = 64)

Very or extremely effective systems  
(N = 117)

55.5%
50.4%
64.1%

0000000056

0000000050

0000000064

Using a third-party tool

28.9%
31.6%
23.4%

0000000029

0000000032

0000000023

Analyzing delivery confirmation 
alongside dispute data

72.1%
72.6%
70.3%

0000000072

0000000073

0000000070

Analyzing prior payment history 
alongside dispute data

33.6%
41.0%
29.7%

0000000034

0000000041

0000000030

Analyzing product usage data 
alongside dispute data

2D: Method for tracking and calculating 
first-party misuse, by type of tools used to 
manage and prevent disputes

Average (N = 301)

Third-party tools (N = 14)

Firms that do not use third-party 
tools (N = 107)

Tools provided by third parties and 
at least one aditional tool (N = 180)

72.1%
84.1%
50.0%
66.7%

0000000072

0000000084

0000000050

Analyzing prior payment history 
alongside dispute data

0000000067

55.5%
0.0%

100.0%
85.0%

0000000056

00000000

Using a third-party tool

0000000085

33.6%
50.5%

7.1%
25.6%

0000000034

0000000051

0000000007

Analyzing product usage data 
alongside dispute data

0000000026

28.9%
43.0%
0.0%

22.8%

0000000029

0000000043

Analyzing delivery confirmation 
alongside dispute data

0000000023

Source: PYMNTS.com  |  Verifi
Dispute-Prevention Solutions

N = 301: Complete sample



17

© 2022 PYMNTS.com All Rights Reserved

16 Dispute-Prevention Solutions

Several common types of disputed 
transactions may be candidates for auto-
mation of the dispute-resolution process. 

We found that 48% of merchants that 
view their dispute-management tools as 
highly effective believe they overidentify 
disputes involving subscription cancella-
tions as being illegitimate. Twenty-two 
percent of these merchants say they are 
underidentifying these instances. Given 
that just 30% of this group say they are 
accurately capturing the customer dis-
putes that are attempts to commit fraud, 
rather than first-party misuse, there may 
be room for merchants to improve the 
accuracy of their dispute-management 
processes by implementing more 
third-party systems.

Merchants that view their dispute- 
management systems as ineffective or 
only slightly effective also report strug-
gling to accurately catch illegitimate 
dispute claims. Fourteen percent of this 
group say they overidentify cardholder 
dispute claims about an inability to can-
cel a subscription as fraud. Far more of 
these merchants — 43% — say they un-
deridentify these claims, and another 

43% say their fraud tracking of these 
claims is accurate. Throughout our data, 
the pattern is clear: merchants that be-
lieve their dispute-management tools 
are successful admit their issue tends to 
be identifying legitimate disputes as il-
legitimate, and those that believe their 
systems are less successful have the 
opposite issue — tending to identify ille-
gitimate disputes as legitimate.

The inconsistency between merchants’ 
views of their dispute-management tools’ 
effectiveness and the actual accuracy 
of their dispute tracking is evident with 
other categories of payment disputes, in-
cluding a family member’s unauthorized 
use of a card, a cardholder’s inability to 
understand the purchase’s description 
on their statement and claims that prod-
ucts were never delivered.

Merchants’ 
perceptions 
and miscon-
ceptions

F I G U R E  3 : 
Causes of cardholder disputes
3A: Share of merchants with “very” or 
“extremely” effective dispute-management 
tools that identify reasons for disputes, by 
dispute accuracy

47.8%
30.4%
21.7%

0000000048

0000000030

0000000022

Consumers claim to be unable to 
cancel the subscription (N = 23)

53.5%
39.5%
7.0%

0000000054

0000000040

0000000007

Family fraud - a family member made 
an unauthorized purchase (N = 43)

We systematically overidentify 
these disputes and chargebacks.

We systematically underidentify 
these disputes and chargebacks.

We accurately identify these 
disputes and chargebacks.

Consumers did not understand the 
transaction description on their 
statement (N = 29)

24.1%
48.3%
27.6%

0000000024

0000000048

0000000028

50.0%
33.3%
16.7%

0000000050

0000000033

0000000017

Goods not received (N = 12)

61.5%
30.8%

7.7%

0000000062

0000000031

0000000008

Consumers claim they did not receive 
a product when they did (N = 13)

Source: PYMNTS.com  |  Verifi
Dispute-Prevention Solutions
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F I G U R E  3  (continued) : 
Causes of cardholder disputes
3B: Share of merchants with “slightly” or 
“not at all” effective dispute-management 
tools that identify reasons for disputes, by 
dispute accuracy

14.3%
42.9%
42.9%

0000000014

0000000043

0000000043

Consumers claim to be unable to 
cancel the subscription (N = 7)

0.0%
100.0%

0.0%
00000000

Family fraud - a family member made 
an unauthorized purchase (N = 5)

We systematically overidentify 
these disputes and chargebacks.

We systematically underidentify 
these disputes and chargebacks.

We accurately identify these 
disputes and chargebacks.

Consumers did not understand the 
transaction description on their 
statement (N = 14)

7.1%
42.9%
50.0%

0000000007

0000000043

0000000050

20.0%
40.0%
40.0%

0000000020

0000000040

0000000040

Goods not received (N = 5)

0.0%
50.0%
50.0%

0000000050

0000000050

Consumers claim they did not receive 
a product when they did (N = 4)

Source: PYMNTS.com  |  Verifi
Dispute-Prevention Solutions
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Nine out of 10 merchants experience 
disputes with customers due to the cus-
tomers’ dissatisfaction, whereas just 
five in 10 merchants experience ac-
tual fraud.

Our research found that the number of 
disputes that merchants received from 
their customers submitting through their 
card issuer outnumbered instances of 
disputes submitted due to true fraud ac-
tivity. Sixty-one percent of merchants 
have experienced unintentional fraud 
by a member of the cardholder’s fam-
ily making an unauthorized purchase, 
making this the most common type of 
first-party misuse. Eighty-three percent 
of entertainment and gaming merchants 
that have dealt with customer disputes 
have had to face this issue, substantially 
more than the other merchant catego-
ries surveyed.

Sixty-three percent of digital subscrip-
tion providers, 56% of travel and leisure 
companies and 46% of retailers have also 
faced this sort of disputed transaction. 
Other common causes of customer dis-
putes appear to materialize at the time 
of purchase or shortly afterward.

Transaction disputes also frequently 
arise well after the purchase. Fifty-five 
percent of merchants that have had to 
contend with disputes say cardholders 
complained because they failed to un-
derstand a transaction description on 
their card statement. PYMNTS’ research 
shows that merchants that rely exclusive-
ly on third-party dispute-management 
tools and applications have a small-
er proportion of their total transactions 
challenged by customers. Cardholder at-
tempts to return a purchased item after 
the refund period has lapsed have been 
a problem for 41% of merchants dealing 
with cardholder disputes. 

The frequency of disputes varies by in-
dustry, with entertainment and gaming 
companies typically encountering them 
more often than other industries and 
retailers. Seventy-five percent of enter-
tainment and gaming companies that 
have faced cardholder disputes have 
dealt with a customer’s failure to un-
derstand the purchase’s description on 
their card statement, and 51% of enter-
tainment and gaming companies with 
disputed customer purchases have en-
countered problems with late returns.

Measuring 
the 
frequency of 
cardholder 
disputes

54.7%0000000055

Consumers did not understand 
transaction description on statement

19.7% 0000000020

Consumers claim they did not receive 
a product when they did

9.7% 0000000010

Return of goods after use

61.2%0000000061

Family fraud - family member made 
unauthorized purchase

41.1% 0000000041

Cutomer attempting to get refund 
outside of refund period

17.4% 0000000017

Quality of goods not what consumers 
expected

6.7% 0000000007

Consumers claim to have canceled 
subscription when they did not

F I G U R E  4 : 
Common reasons for first-party card 
misuse (friendly fraud) and disputes
4A: Share of merchants that experienced 
select first-party misuses in the 
last 12 months

Source: PYMNTS.com  |  Verifi
Dispute-Prevention Solutions

N = 256: Firms that have experienced customer disputes
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F I G U R E  4  (continued) : 
Common reasons for first-party card 
misuse (friendly fraud) and disputes
4B: Share of merchants that experienced 
first-party misuse in the last 12 months, 
by industry 

Subscriptions for digital goods and services

Travel and leisure
Retail trade

Entertainment and gaming

63.3%
46.4%
55.7%
83.1%

0000000063

0000000046

0000000056

Family fraud - family member made 
unauthorized purchase

0000000083

0.0%
0.0%
6.7%
0.0%

0000000007

Consumers claim to have canceled 
subscription when they did not

66.7%
30.4%
51.4%
74.6%

0000000067

0000000030

0000000051

Consumers did not understand 
transaction description on statement

0000000075

8.3%
42.0%

1.4%
16.9%

0000000008

0000000042

0000000001

Quality of goods not what consumers 
expected

0000000017

40.0%
36.2%
38.6%
50.8%

0000000040

0000000036

0000000039

Customer attempting to get refund 
outside of refund period

0000000051

3.3%
31.9%
0.0%
1.7%

0000000003

0000000032

Return of goods after use

0000000002

6.7%
34.8%
0.0%
12.5%

0000000007

0000000035

Consumers claim they did not receive 
a product when they did

0000000013

Nine out of 10 
merchants experience 
disputes with customers 
due to the customer’s 
dissatisfaction, whereas 
just five in 10 merchants 
experience actual fraud.

Source: PYMNTS.com  |  Verifi
Dispute-Prevention Solutions

N = 256: Firms that have experienced customer disputes
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Eighty-five percent of merchants that 
say their dispute-resolution systems are 
highly effective have a 24/7 customer 
support team, making round-the-clock 
support one of the more widely em-
ployed dispute-management tools. 

In addition, 70% of merchants that in-
dicated their dispute-resolution and 
anti-fraud systems are ineffective or just 
slightly effective have support teams 
available around the clock. PYMNTS’ 
research has found that third-party 
dispute-management tools are more ef-
fective at limiting a merchant’s losses 
arising from cardholder disputes.

Merchants also challenge cardholder 
disputes when they believe a transaction 
was legitimate and the cardholder is ei-
ther mistaken or lying about the disputed 
purchase, actions called chargeback 
representments. Fifty-nine percent of 
merchants use this tactic to push back 
against disputed transactions.

Merchants with systems that are not ef-
fective or just slightly effective are more 
likely than other merchants to issue re-
funds and notify customers with an alert 
from the issuing bank. Fifty-nine per-
cent of merchants that say their systems 
are ineffective issue customer refunds, 
while 48% with highly effective systems 
issue refunds.

Merchants also track and blacklist ha-
bitual abusers of the dispute-resolution 
process: 45% track the habitual abusers 
and 29% blacklist them.

Fighting 
fraud at all 
hours 76.3%0000000076

Dispute alerts and notifications 
offered by third parties

47.9%0000000048

Dispute alerts and notifications 
offered by card brands

20.1% 0000000020

Merchant-issuer data sharing services 
for dispute prevention

14.4% 0000000014

Representment managed by an 
offshore third-party

60.3%0000000060

Representment managed by an 
onshore third-party

34.5% 0000000035

Front-end dispute prevention tools

14.9% 0000000015

Representment managed via self-
service tool

F I G U R E  5 : 
Merchants’ dispute-resolution tools
5A: Share of merchants using specific 
third-party tools to help manage and 
prevent disputes

Source: PYMNTS.com  |  Verifi
Dispute-Prevention Solutions

N = 192: Firms that use procedures and tools 
provided by third parties to help manage and 

prevent disputes and chargebacks
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F I G U R E  5  (continued) : 
Merchants’ dispute-resolution tools
5B: Share of merchants citing important 
reasons for using third-party tools to help 
manage and prevent disputes

66.0%0000000066

To reduce operating costs (fewer 
disputes and chargebacks)

54.1%0000000054
To lessen operational impact

44.3% 0000000044
To improve customer trust

27.8% 0000000028

To avoid unnecessary fees from 
acquirers/processors

55.7%0000000056

To provide a better customer 
experience

50.5%0000000051
To improve customer relationships

31.4% 0000000031

To stay in compliance with card brand 
(i.e., meet a dispute ratio)

5C: Share of merchants that use select 
methods for mitigating losses from first-party 
misuse of card payment, by their views of 
their systems’ effectiveness

Average (N = 301)

Slightly or not at all effective systems (N = 64)
Very or extremely effective systems (N = 117)

80.1%
84.6%
70.3%

0000000080

0000000085

0000000070

Have a dedicated 24/7 customer 
support team

51.5%
47.9%
59.4%

0000000052

0000000048

0000000059

Refund customers through an alert 
provider connected to issuing banks

28.6%
35.9%
23.4%

0000000029

0000000036

0000000023

Blacklist habitual abusers

12.0%
15.4%
9.4%

0000000012

0000000015

0000000009

Requires signature on deliveries

8.3%
7.7%
7.8%

0000000008

0000000008

0000000008

Altered return policies so there is a 
shorter window to make returns

59.1%
65.8%
57.8%

0000000059

0000000066

0000000058

Representment with compelling 
evidence

44.9%
41.0%
51.6%

0000000045

0000000041

0000000052

Track habitual abusers

25.6%
26.5%
17.2%

0000000026

0000000027

0000000017

Fulfill orders promptly and supply 
tracking details

5D: Share of merchants that use select 
methods to mitigate the impact of first-party 
misuse, by how merchant manages 
dispute-management systems

Manage with internal teams (N = 153)

Both internal teams and outsource 
services (N = 70)

Outsource the management (N = 77)

87.6%
66.2%
80.0%

0000000088

0000000066

0000000080

Have a dedicated 24/7 customer 
support team

43.8%
74.0%
44.3%

0000000044

0000000074

0000000044

Refund customers through an alert 
provider connected to issuing banks

35.3%
15.6%
27.1%

0000000035

0000000016

0000000027

Blacklist habitual abusers

12.4%
11.7%
11.4%

0000000012

0000000012

0000000011

Requires signature on deliveries

9.8%
3.9%

10.0%

0000000010

0000000004

0000000010

Altered return policies so there is a 
shorter window to make returns

62.7%
51.9%
58.6%

0000000063

0000000052

0000000059

Representment with compelling 
evidence

43.8%
58.4%
31.4%

0000000044

0000000058

0000000031

Track habitual abusers

25.5%
23.4%
28.6%

0000000026

0000000023

0000000029

Fulfill orders promptly and supply 
tracking details

Source: PYMNTS.com  |  Verifi
Dispute-Prevention Solutions Report

N = 192: Firms that use procedures and tools provided by third 
parties to help manage and prevent disputes and chargebacks
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Disputed card payments have long been 
one of the most challenging problems 
merchants have to address after a pur-
chase has been made, primarily because 
of lost revenue. If the dispute means a 
customer remains dissatisfied, the mer-
chant may lose that customer forever. 
While many merchants count on the ef-
fectiveness of their in-house tools to 
shield them from cardholders who at-
tempt to abuse the dispute-resolution 
process, PYMNTS’ research has shown 
that third-party systems are more ef-
fective than what many merchants 
can implement by relying solely on 
their own resources. To have effective 
dispute-resolution and fraud-prevention 
processes, merchants must recognize 
when a third party has a better answer 
that will limit their losses from fraud and 
lower their overall costs.

Dispute-Prevention Solutions: Third- 
Party Tools Limit Disputed-Related 
Losses, a PYMNTS and Verifi collabora-
tion, examines how businesses manage 
disputed card transactions and their 
systems’ effectiveness at limiting loss-
es from disputes and fraud. To gather 
information about how merchants’ 
procedures for resolving disputed 
transactions limit misuse of card pay-
ments, we surveyed 301 merchants in 
four business categories — retail, enter-
tainment and gaming, travel and leisure 
and digital subscription services — from 
Dec. 7, 2021, to Jan. 7, 2022.

Conclusion Methodology
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minds and the best content meet 
on the web to learn about “What’s 
Next” in payments and commerce. 
Our interactive platform is 
reinventing the way companies in 
payments share relevant information 
about the initiatives that make news 
and shape the future of this dynamic 
sector. Our data and analytics team 
includes economists, data scientists 
and industry analysts who work 
with companies to measure and 
quantify the innovations at the 
cutting edge of this new world.

Since 2005, Verifi has been a 
leader in the payments industry, 
providing innovative, end-to-end 
payment solutions that protect 
against fraud, prevent and resolve 
disputes, and recover revenue 
lost to chargebacks. In 2019, Verifi 
was acquired by Visa, combining 
technologies to provide enhanced 
fraud and dispute management 
solutions on a global scale. 
Verifi creates strategic, adaptive 
technologies for sellers, payment 
facilitators, acquirers, and issuers, 
building sustaining partnerships 
to deliver value, increase profits, 
and promote brand growth. Visit: 
verifi.com.

D IS CL A IMER
Dispute-Prevention Solutions: Third-Party Tools 
Limit Dispute-Related Losses may be updated peri-
odically. While reasonable efforts are made to keep 
the content accurate and up to date, PYMNTS.COM: 
MAKES NO REPRESENTATIONS OR WARRANTIES 
OF ANY KIND, EXPRESS OR IMPLIED, REGARDING 
THE CORRECTNESS, ACCURACY, COMPLETENESS, 
ADEQUACY, OR RELIABILITY OF OR THE USE OF OR 
RESULTS THAT MAY BE GENERATED FROM THE USE 
OF THE INFORMATION OR THAT THE CONTENT WILL 
SATISFY YOUR REQUIREMENTS OR EXPECTATIONS. 
THE CONTENT IS PROVIDED”  “AS IS” AND ON AN “AS 
AVAILABLE” BASIS. YOU EXPRESSLY AGREE THAT 
YOUR USE OF THE CONTENT IS AT YOUR SOLE 
RISK. PYMNTS.COM SHALL HAVE NO LIABILITY 
FOR ANY INTERRUPTIONS IN THE CONTENT THAT 
IS PROVIDED AND DISCLAIMS ALL WARRANTIES 
WITH REGARD TO THE CONTENT, INCLUDING THE 
IMPLIED WARRANTIES OF MERCHANTABILITY 
AND FITNESS FOR A PARTICULAR PURPOSE, 
AND NON-INFRINGEMENT AND TITLE. SOME 
JURISDICTIONS DO NOT ALLOW THE EXCLUSION 
OF CERTAIN WARRANTIES, AND, IN SUCH CASES, 
THE STATED EXCLUSIONS DO NOT APPLY. PYMNTS.
COM RESERVES THE RIGHT AND SHOULD NOT BE 
LIABLE SHOULD IT EXERCISE ITS RIGHT TO MODIFY, 
INTERRUPT, OR DISCONTINUE THE AVAILABILITY OF 
THE CONTENT OR ANY COMPONENT OF IT WITH OR 
WITHOUT NOTICE. 

PYMNTS.COM SHALL NOT BE LIABLE FOR ANY 
DAMAGES WHATSOEVER, AND, IN PARTICULAR, 
SHALL NOT BE LIABLE FOR ANY SPECIAL, INDIRECT, 
CONSEQUENTIAL, OR INCIDENTAL DAMAGES, OR 
DAMAGES FOR LOST PROFITS, LOSS OF REVENUE, 
OR LOSS OF USE, ARISING OUT OF OR RELATED TO 
THE CONTENT, WHETHER SUCH DAMAGES ARISE IN 
CONTRACT, NEGLIGENCE, TORT, UNDER STATUTE, IN 
EQUITY, AT LAW, OR OTHERWISE, EVEN IF PYMNTS.
COM HAS BEEN ADVISED OF THE POSSIBILITY OF 
SUCH DAMAGES. 
SOME JURISDICTIONS DO NOT ALLOW FOR THE 
LIMITATION OR EXCLUSION OF LIABILITY FOR 
INCIDENTAL OR CONSEQUENTIAL DAMAGES, AND 
IN SUCH CASES SOME OF THE ABOVE LIMITATIONS 
DO NOT APPLY. THE ABOVE DISCLAIMERS AND 
LIMITATIONS ARE PROVIDED BY PYMNTS.COM AND 
ITS PARENTS, AFFILIATED AND RELATED COMPANIES, 
CONTRACTORS, AND SPONSORS, AND EACH OF 
ITS RESPECTIVE DIRECTORS, OFFICERS, MEMBERS, 
EMPLOYEES, AGENTS, CONTENT COMPONENT 
PROVIDERS, LICENSORS, AND ADVISERS. 
Components of the content original to and the com-
pilation produced by PYMNTS.COM is the property of 
PYMNTS.COM and cannot be reproduced without its 
prior written permission.

About

http://pymnts.com
http://verifi.com

