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Online shopping continues to grow in popularity—evidence that most customers are satisfied with 
their online shopping experience. Still, despite the best efforts of merchants and consumers, prob-
lems, and even disputes, sometimes arise. When that happens, consumers can take steps to re-
solve the issue that will, more often than not, lead to a satisfactory outcome.

Customer service issue, dispute or ‘friendly fraud’?

How to resolve a dispute

There is a difference between a problem with 
your order and a “dispute.” A problem isn’t a 
dispute until you have tried to settle the issue 
with the merchant but can’t agree on an accept-
able resolution.

Examples of issues that online shoppers some-
times encounter include wanting return ship-
ping charges waived because you think the 
item you ordered does not match the descrip-
tion provided on the website, asking for a price 
adjustment because the item you ordered went 
on sale before you received the delivery, or 
needing replacement of an item that arrived 
with a defect. These 
issues typically can be 
resolved with a call or 
email to the mer-
chant’s customer 
service staff. 

Customer service 
issues can become dis-
putes if, say, the 
merchant does not 
waive the return 
shipping despite the 
product description 
being misleading, the 
merchant won’t refund 
a price difference that you believe you’re en-
titled to based on stated policies, or the mer-
chant refuses to replace a defective item or 
requires you to pay shipping costs for the 
replacement.

“Friendly fraud” is an industry term that is used 
to describe consumers’ unwarranted or illegiti-
mate disputes. These cases include filing a 
dispute with the card issuer because you don’t 
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recognize the merchant name or don’t realize 
that your spouse or a family member made the 
purchase. 

Contact the merchant
Whenever you are dissatisfied with an online 
purchase, you should contact the merchant first 
to resolve the issue. Many merchants are very 
willing to make the situation right to keep you 
as a satisfied customer, avoid bad customer 
reviews and steer clear of a “chargeback” (see 
“chargebacks” section below). Thanks to social 
media and review/rating websites, businesses 

have become even 
more responsive and 
accommodating than 
before in an effort to 
avoid the consequenc-
es of negative public 
customer feedback.

When you contact the 
merchant, approach 
the discussion with a 
positive attitude. Start 
out by giving the 
merchant the benefit 
of the doubt. Be calm 
and respectful, de-

scribe the issue clearly, identify what you would 
like to have happen and explain why you think 
you deserve that resolution (for example, be-
cause of stated policies, reasonable expecta-
tions or your history as a good customer). 

If your first effort to get a satisfactory resolu-
tion is unsuccessful, make another attempt. This 
time ask to speak with a customer service 
supervisor if you didn’t the first time, and/or 
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put your request in writing 
(and keep a copy). If, after 
at least two attempts, you 
have tried your best to 
resolve the issue directly 
with the merchant and still 
are unsatisfied, it may be 
time to escalate.

One option you might have 
is to enlist the help of an on-
line mediator. These servic-
es intervene in a customer/
merchant dispute, assisting 
the parties to negotiate an 
agreement. There typically 
are advantages for all par-
ties—convenience and 
resolution for consumers, 
satisfied customers and 
lower bank fees for the merchant. Availability, 
cost and processes vary, but the services, of-
fered both by online mediation companies and 
by some payment processors, auction sites and 
large online retailers, typically are free or low 
cost. 

Consumers report that 81 percent of illegiti-
mate disputes, or “friendly fraud,” are filed out 
of convenience. Moreover, only 14 percent of 
customers contact the merchant before disput-
ing a purchase with the bank. If convenience is 
what you seek, a third-party mediator might be 
worth considering.

Payment disputes
As a last resort, you can file a dispute with your 
card issuer (if you used a credit, prepaid or 
debit card to pay) or the payment processor 
you used (such as PayPal). Different payment 
methods provide different dispute rights and 
requirements. You can learn more by contacting 
the card issuer or payment processor. 

The dispute process will start with your request 
and an explanation of the situation (what the 
problem is, what efforts you’ve made to resolve 

it and the merchant’s re-
sponse, and what resolution 
you are looking for). Under 
the Fair Credit Billing Act, 
credit card users have the 
right to withhold payment 
of the purchase amount 
while the card issuer investi-
gates the dispute. (You 
should not be charged 
interest on the purchase 
while your dispute is pend-
ing.) This is one reason why 
it’s wise to pay for online 
purchases with a credit 
card.

The outcome of the dispute 
process could be a perma-
nent credit to your account 

for all or part of the purchase price if you win 
the dispute (called a “chargeback”), or a tem-
porary credit to your account during the investi-
gation, with the charge eventually being rein-
stated if you lose the dispute. 

All about ‘chargebacks’
“Chargeback” is the industry term for a bank or 
credit card company reversing a sales transac-
tion (taking back the money it paid the mer-
chant). Chargebacks are undesirable to mer-
chants because they increase their cost of 
doing business. In addition to potentially losing 
the sale, penalty and processing fees are as-
sessed for each chargeback. Chargebacks also 
are time-consuming to deal with. And a mer-
chant receiving a high number of chargebacks 
could face additional charges from the card 
processor. In the worst-case scenario, the busi-
ness could be labeled as fraudulent (even if that 
is not accurate) or lose its ability to process 
card payments—a mortal blow for any online 
business.

While credit card dispute rights are a valuable 
consumer tool against fraud, the chargeback 
process is intended to be used when you are 

Who dunnit?
Many disputed charges are actually 
legitimate transactions made by a 
spouse or other family member on 
a cardholder’s account. Because 
the cardholder didn’t make the 
charge and doesn’t recognize it 
when it appears on the card or 
bank statement, he or she believes 
it is fraudulent or an error. A great 
deal of time and expense can be 
avoided by checking with family 
members or anyone else with 
access to the account to find out if 
they made a purchase you are 
unaware of—before contacting the 
merchant or filing a dispute.
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unable to resolve an issue with a merchant 
directly. In fairness to a legitimate merchant, 
filing a dispute with the credit card company 
shouldn’t be the first route taken when a non-
fraud-related issue arises. Even if the repercus-
sions for the merchant are not your primary 
concern, the process of disputing a charge can 
be time-consuming for you. A record of exces-
sive disputes that indicate possible cardholder 
fraud could lead to a loss of your credit card 
account. Chargebacks increase overhead costs 
for merchants and this can mean that consum-
ers pay higher prices for goods and services.

About this project
Consumer Action created this brochure with 
funding from eConsumerServices.

A free and comprehensive educational module, 
including two consumer brochures (available in 
English and Spanish) and training materials to 
be used by community educators, is available at 
http://www.consumer-action.org/modules/module_online_shop-
ping.
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Information and assistance
Consumer Reports (your consumer rights ex-
plained, using typical shopping scenarios): http://
www.consumerreports.org/cro/2010/09/your-rights-as-a-consum-
er/index.htm   

eConsumer.gov (how to resolve a problem 
directly with the merchant): https://www.econsumer.
gov/ContactMerchant#crnt

FindLaw (resolving problems related to online 
shopping): http://consumer.findlaw.com/consumer-transac-
tions/problems-with-online-shopping.
html 

Consumer Action (a guide to complaining 
effectively): http://www.consumer-action.org/english/articles/
how_to_complain 

eConsumerServices.com (free or low-cost 
mediation service to resolve problems related 
to credit card purchases made online or by 
phone): http://econsumerservices.com/ 

Credit.com (how to file a dispute with your 
credit card company): http://www.creditcards.com/
credit-card-news/dispute-credit-card-product-merchant-1282.php

Federal Trade Commission (FTC) (information 
on disputing credit card charges): https://www.
consumer.ftc.gov/articles/0219-disputing-credit-card-charges

Bankrate (tips to help you win a credit card 
dispute): http://www.bankrate.com/finance/credit-cards/7-tips-
for-winning-a-credit-card-dispute-1.aspx

The Retail Equation
Excessive returns, even if they are not 
disputes filed with the credit card company, 
could cause you to be added to a database 
that alerts subscribing retailers and may 
prevent you from making future returns. 
The Retail Equation, a specialty consumer 
reporting agency, alerts its large retail 
members about consumers’ product return 
patterns in order to help stores prevent 
fraud. (You can request your return activity 
report for free, if one exists on you, at https://
www.theretailequation.com/consumers/ReturnActivityReport.
aspx.) Another potential consequence of 
excessive returns is being “blacklisted”—
banned from shopping with that merchant 
again.

Consumer Action empowers low- and moder-
ate-income and limited-English-speaking con-
sumers nationwide to financially prosper 
through education and advocacy.

Consumer advice and referral hotline

Online: English (http://www.consumer-action.org/hotline/
complaint_form/) or Spanish (http://www.consumer-action.
org/hotline/complaint_form_es/)

Phone: 415-777-9635 (Chinese, English and 
Spanish spoken)
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