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1. Introduction
It has been estimated that more than 6 million formal complaints are made
each year in Australia (Sourdin, 2012). Complaints are made about goods
and services from a wide range of providers that include those within the
retail, healthcare, government, telecommunications, banking and
education sectors. Different ‘complaint handling’ or Customer Complaint
Management (CCM) approaches have been adopted by organisations to
deal with complaints. However, research about how organisations respond
to complaints is limited.
In the past, complaint management involved addressing customers’ issues
with a view to retaining customers and also preventing future complaints.
Johnston (2001, p. 61) definition reflects this approach: “the receipt,
investigation, settlement and prevention of customer complaints and
recovery of that customer”. Subsequent literature also highlighted the
importance of organisational processes but placed emphasis on the
requirements of customers. For example, Homburg and Furst (2005, p. 96)
defined complaint handling as a “formal organizational procedure for
registering and processing customer complaints that is consistent with
complainants’ needs”. While this approach brings the customer voice to
the fore, it is a reactionary stance that involves waiting for the customer to
reach a point where their anger or frustration motivates them to complain.
Contemporary approaches to CCM are more proactive. It is considered
desirable for managers to facilitate a satisfactory recovery to service
failures, and importantly, also to stimulate complaints that may ultimately
benefit the organisation (Evanschitzky, Brock, & Blut, 2011).
CCM systems adopted by organisations in Australia vary and exhibit some
of the following characteristics:
 Adherence to the relevant Australian Standard (AS/NZS
10002:2014, 2014)
 Regulation by legislation or directly by regulatory bodies such as
ASIC
 Outsourcing to off-shore or on-shore call centres or other external
bodies
 Use of social media avenues and on-line systems to support
complaint handling
 Use of case management or systemic information to improve
products and services.
Most, if not all, medium to large organisations have committed significant
resources to the development of sophisticated management systems to
resolve consumer complaints. These include staffing, training and
infrastructure. Large organisations often have teams whose sole role is
complaint management.
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However, in terms of measuring the Return on Investment (ROI) of their
systems and processes, organisations tend to collect only basic case
management material. Further, they tend to rely on simple tools that, at
best, measure the costs of a complaint from the time it is received to when
it is resolved (such as time, labour and any financial settlement) (Stauss &
Schoeler, 2004; Stone, 2011). Within organisations, complaints handling
staff report that the impact of their work is often not well understood.
Additionally, many organisations do not use the customer feedback
obtained in the complaint process to make improve processes and and
organisational performance (Ang & Buttle, 2012; Homburg & Fürst, 2007).

Few
organisations
appear to
understand, or
consider, how
their
complaints
systems and
processes can
influence their
reputation or
profitability

Although case management information can be useful in exploring how
complaints systems operate, existing data collection tools do not usually
measure the less tangible financial impacts of complaints processes. These
processes may include executive time devoted to addressing complaints,
the retention or loss of customer loyalty, and an improved or reduced
public image of the organisation. These costs and benefits can be
significant, and few organisations appear to understand, or consider, how
their complaints systems and processes can influence their reputation or
profitability. In addition, the extent to which complaints can be escalated
and end up in an external dispute resolution or litigation system (with
associated direct and indirect costs) is not well explored nor understood.
Finally, a greater awareness of the reasons for, and consequences of,
complaints should serve as an incentive for organisations to improve their
products and services.
This project is designed to explore ways of more effectively tracking both
the tangible and intangible costs and benefits of CCM, thereby enabling the
calculation of a meaningful ROI. This outcome will inform how
organisations should effectively address complaints, which would also
benefit the 6 million or so people who make complaints in Australia each
year.

2. Report Objectives
The aims of this project were to:
 Identify appropriate economic models and approaches in the
academic literature to measure the direct and indirect costs and
benefits of complaint systems and processes;
 Establish what data is currently collected by participating
organisations in the process of handling complaints;
 Document the different kinds of tools and measurements that
these organisations currently use to assess the ROI of their
complaint systems;
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 Identify the costs and benefits of complaint handling that are not
usually captured under the current measures;
 Create tools that can more accurately measure the ROI of
complaint systems and processes.

3. Research Design
This project involved the following steps:
1. A literature review was undertaken to identify the conceptual
frameworks and empirical methodologies which have been adopted to
provide insights into the following aspects of this topic:
a) The objectives and characteristics of effective Customer
Complaint Management (CCM); and
b) The quantification of the economic costs and benefits to
organisations associated with addressing complaints.

Two
organisations
were invited to
participate in
the research:
a leading
insurance
company and
a large utilities
provider

Articles were mainly gathered from fifteen multidisciplinary databases on
the ProQuest research platform. This broad range of databases was used
to ensure that the literature was not confined to journals relating to a
particular sub-discipline. The literature scope was initially limited to A*, A
and B rated journals (according to classification by the Australian Business
Deans Council) from within the period 2008-present. Earlier articles were
included, however, when deemed seminal and frequently cited.
While literature pertaining to the antecedents of complaints is abundant,
the limited literature available on the ROI of complaints management
meant that the search parameters were further broadened to include lessesteemed journals. Additional articles from non-scholarly and industry
publications were also captured to ensure a comprehensive examination.
2. Two organisations were invited to participate in the research to
generate further insights. These included a leading Australian insurance
company and a large Australian utilities provider.
Employees who managed complaints processes in these organisations
were interviewed in order to better understand their CCM systems and
processes, and identify the costs and benefits of CCM that were being
measured at that time. The semi-structured interviews were
undertaken both at the head offices of the organisations and via video
conferencing.
The following introductory questions were used for exploration during
the interviews:
a) How does your organisation (and industry) define a ‘complaint’,
and what are the levels of escalation in your industry context?
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b) Are your processes standardised or organic, and how is
feedback resulting from complaints integrated within the
organisation?
c) What data does your organisation collect (and its time of
collection in relation to the service process)?
d) Are costs and benefits of complaints measured (what is
measured, by whom, for whom)?
e) What is the role of customers in the complaint management
process (to what extent do you know what customers ‘feel’
and/or why they defect)?
f) How are complaints data used to change processes/systems,
services/products; train or manage employees; and calculate
ROI of complaints management?
g) What additional data do you think your organisation should be
collecting in order to better measure ROI?
Each organisation provided company data to assist the research team in
estimating the ROI of their complaint management system. Given that
some of the information provided was of a commercially sensitive nature,
a commercial in confidence approach was applied, which included the deidentification of the organisations. For this reason, brand names are not
used in this report and, instead, the organisations are referred to in a
generic sense.

Behind the Research
The research team comprised of:
Professor Tania Sourdin – Dean of the University of Newcastle Law School;
Professor Martin Watts – Emeritus Professor of Economics and Research Associate of the Centre of Full
Employment and Equity at the University of Newcastle;
Professor Alison Dean – Emeritus Professor of Service Marketing and Management, University of Newcastle;
Dr Jamie Carlson – Head of the Marketing Discipline at the Newcastle Business School; and
Christine Armstrong – Researcher, Sessional Lecturer and PhD Candidate at the Newcastle Business School.
The University of Newcastle collaborated with the industry association for Australian complaint management
professionals, Society of Consumer Affairs Professional Australia (SOCAP), on this research. Guidance was
also provided by a steering committee, comprised of SOCAP members including NSW Ombudsman, NSW
Fair Trading, Icon Water, IAG and NZ Ombudsman.
The research team would like to thank the SOCAP Board and the Steering Committee for its feedback and
assistance during the development of this report. The involvement of SOCAP and the Steering Committee
provided the research team with insights into current complaint management practice, which have enriched
the practitioner-relevance of this report.
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4. Literature Review & Conceptual Framework
4.1 Introduction
There is a lack
of consistency
in terms of
what
constitutes a
complaint
across
organisations

First, it should be noted that there is a lack of consistency across
organisations in terms of what constitutes a complaint. For instance, some
may have informal processes for dealing with straightforward complaints
especially in the context of face-to-face, instant messaging or social media
interactions where these “expressions of dissatisfaction” are not recorded
in the complaints management system (Sourdin, 2016).
Even when there are standardised systems in use, as is the case for both
organisations studied (see Section 5), often there is concern expressed at
some complaints failing to be recorded by some employees. These factors
include: time constraints, outsourcing of some complaint functions,
individual perceptions of when an expression of dissatisfaction becomes a
complaint, competing workplace demands, and a lack of understanding of
the importance of complaints reporting. Thus, the number of complaints
which are recorded may be understated by some organisations. In our
collection of data, we needed initially to address the organisation’s
definition of ‘complaint’ or ‘dispute’ and, then to establish its current
complaint management processes with a view to understanding levels of
complaint, customer touchpoints, and opportunities for customers’ input.
Second, there is a limited literature which formally explores Complaint
Management Profitability (CMP) and the Return on Investment (ROI) of
complaint management. The literature does indicate that “The sum of the
benefits less the measured costs equals the profit of complaint
management” (Stauss & Schoeler, 2004, p. 155). However, the variables
that comprise the benefits and costs differ between studies.
Some studies consider only the tangible economic costs (i.e. compensation
and the costs of employees who manage complaints) and benefits (i.e.
repurchase benefit and increased stock returns) yet they do not cover the
less tangible economic costs and benefits. These costs and benefits may
include, for example, the time taken in the management of complaints by
more senior staff, negative or positive word-of-mouth, damaged or
enhanced brand equity, and employee retention or defection. Such effects
are difficult to measure and sometimes only impact in the longer term,
(Jesús Cambra-Fierro, Iguacel Melero, & F. Javier Sese, 2015b; Claro,
Fragoso, Neto, & Claro, 2014; Knox & Van Oest, 2014; Luo, 2007; Luo &
Homburg, 2008).
However, the comparison of estimates of ROIs across studies of
organisations and industries is meaningless without a coherent and
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rigorous conceptual framework underpinning the measurement of
Complaint Management Profitability (CMP) and, in turn, the ROI.
In this section of the report, we first present a more refined conceptual
framework, which is grounded in the principles of economics and finance,
for classifying the costs and benefits of CCM and, in turn, computing CMP,
and ROI. We include both the tangible and intangible economic costs and
benefits of the CCM process, although we acknowledge the difficulties of
measuring intangible costs and benefits due to the limitations of the data
typically collected by organisations.

Complaints
may lead to
organisational
learning by
indicating the
need for
specific
improvements
in the
associated
goods or
services

The reason for this sequence of material is that in the extant literature
there is some confusion about how some ‘costs’ are classified. This is
unimportant in the calculation of Complaint Management Profitability
(CMP), that is benefits minus costs, but is significant in the calculation of
Return on Investment (ROI), since the latter is calculated as:
ROI= 100*CMP/Costs
and therefore the magnitude of ROI is dependent on the classification of
costs.

4.2 Proposed ROI framework
Here, we present a generic discussion of the costs and benefits of Customer
Complaints Management (CCM). We recognise that organisations will
differ in the types of costs and benefits that they face during the process
of CCM due to: 1) the type of good or service which they sell; 2) the nature
of market competition; and 3) the underlying regulatory structure, that is
the availability of alternatives to legal action to resolve complaints that are
escalated.
As noted above, our conceptual framework is informed by how ROI is
measured in the economics and finance literature. An organisation makes
physical capital or financial investment decisions and incurs costs which are
largely under their control, although in the case of physical capital
investment cost overruns can occur, which may be outside its control.
The returns from say a financial investment can be influenced by a range
by factors, including its degree of risk and general financial conditions such
as future interest rate movements. The returns on a physical capital
investment will reflect the quality of the product or service which is being
produced, including the before and after sales service. Additionally, returns
will also reflect general market conditions, competition determined by the
quality of similar products or services being produced by other firms, and
the general level of product demand.
An overall measure of the ROI for CCM at the level of the organisation
would provide some indication of the overall effectiveness of the CCM
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process, and therefore could be useful in arguing for adequate resources
for the management of complaints. However, data for the ROI formula is
deceptively difficult to obtain. Aggregate cost data can be obtained readily,
for example, total operating and on-costs for complaints staff, but it is
more difficult to identify and measure the benefits of complaint resolution.
Hence, calculating the overall ROI requires a complaint–by-complaint
approach.
Having noted the need for a complaint-by-complaint approach above, we
suggest that it is necessary to calculate ROIs for categories of complaints.
These categories provide a focus for improvements and hence the
achievement of a higher overall ROI for the organisation. However, the
categories which attract a relatively low ROI must be subjected to careful
scrutiny. These complaints may lead to organisational learning by
indicating the need for specific improvements in the associated goods or
services, and/or clearer and more informative before and after sales
service, which could be as simple as more comprehensive warranty
documentation.1,2

4.3. Costs of investment in CCM
We now apply the principles outlined in Section 4.2 to the identification of
the costs and benefits of CCM. Here we draw on and extend the work of
Stauss and Seidel (2004) who define the costs of investment incurred by
the organisation in the CCM process, as Personnel, Communication,
Administration and Response. We add Staff Recruitment and Training
costs and refer to Response costs, which Stauss and Seidel (2004, p.2)
define as any costs incurred in the resolution of the complaint, as
Settlement and Escalation costs.
We make the distinction between direct costs which can be readily
measured, where an explicit payment is made in respect of each complaint,
and those indirect costs which need to be imputed for each (category of)
complaint.
For example, if an ROI is being computed for an organisation, the total costs
of training and employing the Complaints Management team would
represent the ‘Personnel Costs’. Whereas, when particular categories of
complaints are being considered and/or some executive time is devoted to
the CCM process, personnel costs then need to be imputed based on the
time taken to manage the complaint. On the other hand, the decision by
an organisation to offer a settlement payment to a complainant is a direct
1

This does not preclude additional investment in CCM processes through, for example, better staff training to
improve their communication skills or additional staff being employed to speed up the resolution of complaints.
2
Certainly, if year-to-year the number of complaints in a particular category falls and the computed ROI increases,
this may be attributable to product development, as well as improvements to the CCM process leading to
increased benefits.
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cost, since it can often be readily measured. Likewise, the costs of a
particular complaint being escalated to an external dispute resolution body
can be identified and may require minimal imputation.

Indirect Costs
We identify the following categories of indirect cost for each complaint:

The time taken
to listen to,
investigate
and respond to
each
complaint is
often not
measured and
recorded

a) Personnel: The time taken to listen to, investigate and respond to
each complaint by phone and/or electronic media, such as email or
online, is often not measured and recorded. Most complaints will
pass through front line staff and may involve significant liaison with
staff outside the complaint team (and can include executive time –
and probably should do so if the complaints data is to be used to
improve products or services). Also, if a complaint is escalated,
personnel costs typically increase significantly, given the need for
extensive documentation of the prior CCM process. Wages are
relatively straightforward to measure in aggregate for complaints
staff and ‘on costs’ which are usually around 30% should also be
included.
b) Communication: These costs consist of phone costs and postage
(email) and are easy to document in aggregate. Also, they are
relatively small, relative to Personnel costs.
c) Administration: These consist of (infrastructure) costs, namely
office space and equipment. Again, these costs are easy to measure
in aggregate for complaints staff with office rents often quoted per
square metre, but less straightforward when particular categories
of complaint are considered. The annual cost of office furniture and
equipment can be readily computed if leased or via depreciation
formulae applied over the lives of these items, if they are
purchased.
d) Staff Recruitment and Training: If there was a high turnover of staff
who manage complaints, this would be an important issue, since it
may reflect the way complaints are handled, which may promote a
hostile response from complainants. In addition, high staff turnover
imposes direct costs on the organisation in the form of advertising
positions, screening applicants and training new employees.
Training costs may vary from organisation to organisation and have
been calculated as a separate item.
The most significant category of indirect costs, which are documented
above, is likely to be Personnel costs. These costs can be calculated per
hour, based on the average annual salary plus oncosts of complaints staff,
and then multiplied by the number of hours entailed in the management
of the complaint. Likewise, Administration costs can be calculated per hour
and again multiplied by the number of hours of work. Communication costs
can be estimated. Staff Recruitment and Training costs can be averaged
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over the total number of complaints. If the resolution of a particular
complaint entails additional training, its cost can be included too.

Direct Costs
As the following costs are directly incurred in the process of CCM, these
imposts can be readily assigned to the different categories of complaint.
a) Settlement Costs: These are payments that may be offered by the
organisation to resolve a complaint. These may be ‘in kind’ e.g. a
free upgrade to a new phone, a credit, and/or a reduction in terms,
but they can be costed.
b) Escalation Costs: Explicit costs are incurred by an organisation if a
complaint is escalated to an external dispute resolution
organisation, which typically levies fees on the organisation or
charges fees (for example, court costs) together with other external
costs (for example, costs of legal and other expert advisors).
Settlement costs which include legal and ex gratia and other payments that
an organisation may choose to make, can also be considered a cost. This is
because the organisation is seeking to resolve the complaint rather than
facing the possibility of the complainant continuing to seek redress which
may lead to additional costs being incurred through legal action or an
external industry-based dispute resolution process. We treat the financial
outlays made by the organisation when a complaint is escalated to an
external dispute resolution body, tribunal or through court as a cost.3
An effective CCM system should lead to a reduction in escalation rates to
third-party dispute resolution agents (Sourdin, 2016), which reduces costs.
In addition, a more effective CCM may reduce settlement costs as
complainants who settle earlier may be less oppositional and may be more
inclined to accept an ‘in kind’ settlement.
The annual costs for an organisation of investment in the CCM process will
reflect the anticipated number and type of complaints, which will influence
how many dedicated staff are employed, the costs of training them, the
office and related infrastructure costs, and the Settlement and Escalation
3 By using the concepts of costs and benefits, we are differentiating between the deliberate investment decisions

of the organisation in the CCM process and the financial and reputational outcomes which then result. We
consider that the offer of a financial settlement by the organisation to be a cost because the organisation has
made a deliberate decision which it hopes will influence the outcome of the CCM process. Likewise, if the
organisation can seek resolution of a complaint by referring it to some form of Tribunal, the associated charges, as
well as possibly a payment to the complainant, can be viewed as costs. On the other hand, the complainant can
also typically refer the issue to the Tribunal or instigate legal action. The ensuing outcomes, both financial and
reputational, could be viewed as ‘benefits’, (which may be negative) since they were not the direct consequence of
decisions made by the organisation. However, this would introduce an inconsistency in the treatment of the
financial costs associated with the referral of a complaint to a third party, depending on whether or not the
organisation instigated the escalation of the complaint. Consequently, we treat both Settlement and Escalation
outlays by the organisation as costs, irrespective of which party to the complaint initiated the Escalation.
Return on Investment of Effective Complaints Management © 2018 SOCAP & UON
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Costs. We now turn to the benefits associated with the resolution of a
complaint.

4.4 Benefits of CCM
There should be a clear conceptual distinction between investment in the
complaints management process, which is largely under the organisation’s
control, and the outcomes (benefits) which then accrue to the
organisation.
The benefits of the resolution of a complaint can be categorised into two
areas: achieving the desired product or service itself, and the process of
doing so. How the CCM process is conducted reflects, inter alia, the skills
of staff, their timeliness in responding to complaints, and the quality of the
procedures to resolve the complaint.
Stauss and Seidel (2004) identify four categories of benefit to
organisations, namely Information, Repurchase, Attitude and
Communication. However, below we suggest that the claim about
Information benefits represents a conceptual confusion. As such, in this
study, we combine Attitude and Communication for reasons which are
outlined below.
a) Information: These are the benefits arising from drawing on
insights gained from addressing customer complaints which could
take the form of innovation with respect to the type of goods or
services which are produced and sold.4
We argue that the inclusion of Information as part of the benefits of
investing in the CCM process confuses means with ends. The initiatives
described above, which are not costless, are the means by which the
organisation hopes to achieve the ends of both i) a higher ROI of the CCM
process; and ii) a cohort of satisfied customers, whose incidence of
complaints is low.5 In other words, it has been suggested that the benefit
of these initiatives lies in their impact on the behavior of customers and
not in the investment by the organisation, per se. It is noteworthy that
Stauss and Schoeler (2004) acknowledge that Information Benefits are
qualitatively different from the other categories of benefit.6 Information
may also provide benefits in a regulatory sense. That is, if more cogent
information that can be provided by the CCM, a positive consequence may
be that additional regulatory requirements are not sought or needed. As

4

Stauss and Schoeler (2004, p. 148) state that ‘The Information benefit is the value that is generated by using
information from customer complaints to improve products, to enhance efficiency and to reduce failure costs.’
5
This goal is unlikely to be achieved on a continuous basis, because innovation in the design of goods and services
is ongoing and customers’ tastes and expectations are subject to change.
6
Also, in their numerical example, they confine their measure of benefits to repurchase in their calculation of the
(rate of) return on complaint management.
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The capacity
for the data to
be used to
recognise
trends and
result in agile
corrections
can be
significant

regulatory compliance can result in additional cost, arguably a benefit of
an effective CCM system is a lower regulatory cost.
The analysis of the complaints data provides insights about the need for
potential improvements in the CCM process. One example may be
improved training of complaints staff, which is a cost of investment, and
which should increase the benefits arising from the CCM process. An
analysis of complaints data, together with adequate reporting and
escalation processes, can also reveal the need for product, service and
personnel improvement and this can be a measurable improvement. In this
context, the capacity for the data to be used to recognise trends and result
in agile corrections can be significant. However, the costs of new
investment in capital equipment and other inputs, and any resulting
change in profitability, should be treated separately from the costs and
benefits of the CCM process and the computation of ROI.7 Thus, the costs
and benefits of CCM must be analysed in the context of the current goods
and services that are being produced and any associated pre- and postsales support.
b) Repurchase: These benefits are measured by the complainant’s
intention to continue her/his pattern of purchases of goods or
services following the resolution of her/his complaint. The
literature reveals that customer loyalty can even be enhanced, if
her/his complaint is successfully addressed by the organisation
(TARP, 1986 cited in Blodgett & Li, 2007; see also CRC Inc., nd).
‘Repurchase value’ is commonly used in the literature (Blodgett & Li, 2007;
Cambra-Fierro et al., 2015b; Knox & Van Oest, 2014; Sandelands, 1994;
Stauss & Schoeler, 2004). Repurchase benefit is positive when
complainants, who otherwise would have migrated elsewhere, remain
loyal to the company as a result of the CCM process (Economic Insight,
2013). This benefit is sometimes termed Residual Lifetime Value (Knox &
Van Oest, 2014), or paired with the less quantifiable benefit of Positive
Word of Mouth (PWOM) (Blodgett & Li, 2007), which is outlined below.
However, its intuitive link to post-complaint customer satisfaction means
that, if it can be identified, it is often the most satisfactory indicator of
effective complaints management.
There is an important issue of how long after the resolution of a complaint
that the intention to Repurchase (or actual Repurchase behavior) should
be measured. 8 Repurchase value is not easy to measure, unless only a

7

The conflation of the costs and benefits arising from the CCM process, per se, with those arising from investment
in improved products and services, would make it impossible to interpret the ROI of the CCM process. The latter
would typically dominate the costs and benefits of the CCM process, itself.
8
Some form of probabilistic calculation may be appropriate which compares actual repurchase behaviour of
complainants with the actual repurchase probability of all customers, but this requires data on the repurchase
Return on Investment of Effective Complaints Management © 2018 SOCAP & UON
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single Repurchase within reasonable time after the resolution of the
complaint is deemed sufficient.9 A related question to resolve is what is the
counterfactual scenario, i.e. what would be the pattern of purchases
following the unsatisfactory resolution of the complaint? As we shall see in
our insurance company case study, some complainants continued to pay
premiums on their policies, even though their complaints were not
resolved in their favour. Thus, drawing inferences about the unknown
Repurchase intentions of complainants from the outcomes of their
complaints is problematic.

Other authors
have used the
robust figures
of stock returns
as a measure
of complaint
handling
benefit

While repurchase value has been used as a key measure of ROI, other
authors have used the robust figures of stock returns as a measure of
complaint handling benefit, by comparing levels of customer complaints
(to third-party organisations) with stock return value (Casado-Díaz, MasRuiz, & Sellers-Rubio, 2009; Luo, 2007; Luo & Homburg, 2008). While these
figures are more objective and accessible than most, there are limitations.
These studies do not integrate the complaint handling costs incurred by
the organisation, only the lost stock return value. Furthermore, as
repurchase benefit is not measured, we do not know if the organisation’s
financial profitability has improved, in spite of its decreasing stock returns.
Studies that measure financial outcomes associated with complaints
handling as market value or idiosyncratic stock returns are problematic in
that they imply relational connections between third-party complaints and
stock value, without considering the other factors that affect company
stock returns. These include macroeconomic conditions which may have a
non-systematic influence on stock returns of different organisations. For
this reason, this study has excluded stock market value as a basis for
measuring ROI.
c) Attitude refers to a (positive) attitude change by customer due to
improved customer satisfaction being achieved. This element may
be more relevant when considering public organisations and
behavioural change in the context of decision making. An effective
complaints handling system may encourage greater compliance
with government approaches and support more positive attitudes
towards government entities.
d) Communication refers to the (positive) effect associated with the
resolution of a complaint being communicated to others by word
of mouth (WOM) or, in recent years, through social media. Some
organisations actively promote the use of social media by directly
addressing complaints which originate through social media and

behaviour of complainants over a number of time periods, and customers may well differ in their frequency of
purchase.
9
Over a longer period of time circumstances change which may lead to purchases ceasing for reasons unrelated to
the resolution of the complaint. (See Section 5.3 where the insurance company case study is presented).
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resolving them through that medium. So, attitudes and WOM, both
of which could be positive or negative, are conflated.
The impact of social media has a qualitative dimension in terms of the way
the complaint is presented (i.e. vitriol that is directed towards the
organisation, as opposed to a mild rebuke) and a quantitative dimension,
that is the number of responses attracted by the complaint which has been
posted on social media.
Complaints which originate through social media may yield adequate
evidence of both Repurchase intentions and Attitude/Communication. If
complainants have a pattern of frequent purchases10 prior to making their
complaints, then their Attitude/Communication and actual Repurchases
can be readily established by monitoring their purchases after the
resolution of the complaints. Then, examination of the social media traffic
to gauge repurchase intentions, both of the initial complainant and those
who have similar complaints, is not required. In the absence of an
established pattern of frequent purchases and active engagement by
complainants in social media, Repurchase intentions can only be
established by surveying the complainant after the resolution of the
complaint. Thus, there are some issues associated with the identification
of these categories of benefit arising from the resolution of complaints.
While clearly hard to measure in a meaningful way, PWOM clearly should
be classified as a benefit of the successful resolution of complaints. 11
Sourdin (2016) notes that both Negative Word of Mouth (NWOM) and
Escalation costs are considered to be costs in the literature (c.f. (Blodgett
& Li, 2007; Homburg & Furst, 2005; Luo, 2007).
As noted in Section 4.2, consistency suggests that the definition of all
escalation costs should be the costs of investment in CCM processes.
However, a negative benefit (i.e. NWOM) cannot be construed as a cost of
investment since like PWOM it is a potential outcome of the CCM process.
In short, it should be considered a negative benefit.
In terms of measuring the negative benefit of NWOM, prior research has
shown that NWOM incurs an opportunity cost for the organisation in terms
of lost sales to potential customers (Blodgett & Li, 2007). Further,
customers weigh negative information more heavily than positive
information (Blodgett & Li, 2007). Blodgett and Li used an estimate of these
lost sales and linked them to complainants who were dissatisfied with how
their complaints were handled.
The measurement of Attitude/Communication could be confined to these
potential customers, (i.e. those who would be attracted to or deterred
10

In the case of insurance, it would be infeasible to wait up to 12 months to establish whether policies have been
renewed, if the organisational objective is to assess current CCM processes.
11
PWOM may lead to new customers being attracted to the organisation, which would be hard to identify.
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from purchases of the good or service according to the form of WOM)
rather than actual customers, since the latter would convey their Attitude
in their own repurchase behaviour. The challenge is then to estimate the
customers gained from PWOM and those existing customers (noncomplainants) who are deterred by the NWOM of complainants and the
overall impact on sales.
Some studies assert that the ROI of effective complaints management
should be based on the difficult-to-quantify factors of PWOM and positive
brand image and reputation (Ang & Buttle, 2012) and organisational
learning (Johnston, 2001). These outcomes are often not attributed to CCM
because of their lack of a clear relationship with CCM - an organisational
function that is often seen to be an antecedent to negative brand image
and NWOM.

Effective
complaint
handling
processes also
increase the
likelihood of
customer
participation in
various nontransactional
engagement
behaviours

A more recent focus has been placed on the benefit of greater customer
engagement, which may arise from effective CCM. Recent customer
management literature highlights that effective complaint handling
processes also increase the likelihood of customer participation in various
non-transactional engagement behaviours that provides value to the firm.
For instance, empirical research has shown that if customers are satisfied
with the complaint handling process, they will be more likely to participate
in a set of engagement behaviours including recommending others and
participating in co-creation behaviours, such as providing feedback and
product improvement ideas, and resolving doubts about the firm with
other customers (Cambra-Fierro et al., 2016).
The concept of customer engagement currently is a strategic issue in
marketing literature given its relevance for involving the customer more
actively in the value creation process and incorporating non-transactional
customer behaviours into the calculation of Customer Lifetime Value (CLV).
This is because the value that the relationship with a customer provides for
the organisation over the entire duration of the relationship could be
underestimated when non-transactional engagement behaviors (e.g.,
word-of-mouth and feedback) are not taken into account (Kumar et al.,
2010). As such, CLV calculations should incorporate purchase-related and
non-purchase-related behaviours to better understand the total value of
the customer to the organisation.
Moreover, the CCM function is often viewed as a ‘cost centre’ (Sandelands,
1994) rather than a function delivering insights which may lead to
organisational improvements and potential savings. The fact that the
outcomes of organisational learning are often not observable in the shortterm compounds the difficulty of attributing its origins to feedback derived
from CCM.
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Johnston (2001) asserted that effective CCM leads to organisational
improvements, which in turn aid the organisation in increasing both
employee and customer satisfaction/retention. His empirical study of forty
organisations from a range of industries, including hospitals, utilities and
retailers, found that the strongest relationship between complaint
handling and financial performance was through process improvement and
employees (Johnston, 2001) and not through customer satisfaction per se.

4.5 Other Studies
Some studies rely on subjective evaluations of financial outcomes of
complaints managers rather than actual financial records (Blodgett & Li,
2007; Johnston, 2001; Sandelands, 1994; Yilmaz, Varnali, & Kasnakoglu,
2016), which is problematic. Studies that incorporate a longitudinal
analysis of transaction records offer a more reliable measure of the long
term financial outcomes of effective complaints management - which arise
from customer retention, repurchase benefit and CLV (Cambra-Fierro et
al., 2015b; Knox & Van Oest, 2014; Stauss & Schoeler, 2004). However,
longitudinal data collection and analysis is methodologically challenging
and costly for organisations to undertake.

4.6 Private vs Public Organisations
The CCM processes of private and public organisations are very different.
Private companies may not be exposed to the same level of parliamentary
scrutiny and public accountability as public firms, and may instead
experience the “weaker process of shareholder and media questioning of
company executives” (Brewer, 2007, p. 555). However, they are exposed
to competitive forces and the constant battle for market share. For this
reason, customer retention and repurchase value are key benefits of CCM
and, not surprisingly, are a key component of the ROI of effective
complaints management in much of the literature (Blodgett & Li, 2007;
Cambra-Fierro et al., 2015b; Johnston, 2001; Sandelands, 1994; Stauss &
Schoeler, 2004).
Public organisations are often subjected to a higher level of general
scrutiny and public accountability (Brewer, 2007), but they do not often
face the competitive forces that private companies face since their
customer base is often captive, with limited or no scope for brand
switching. This means CCM benefits such as customer retention and
repurchase benefit are usually not a factor (Johnston, 2001) when
calculating the ROI of the CCM process.
With this in mind, one of the organisations used in this study is a utilities
supplier which operates as an unlisted public company and exercises
monopoly power. Customers who experience unsatisfactory CCM
processes and outcomes cannot withdraw from their relationship with the
organisation. There are no competitors for the customer to switch to and
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no opportunities for the organisation to increase customer retention,
customer loyalty and repurchase benefit, nor to increase stock return
levels. However, it is essential that customers are surveyed to gauge their
attitudes towards the manner in which their complaints were handled.

Benefits to
public
organisations
include
increased
customer
advocacy
which results in
fewer
complaints

The ROI model for private sector organisations outlined above needs
modification to be applicable to a public organisation of the type described
here. The issue here would not appear to be conceptual, but rather the
difficulty of devising a pecuniary measure of the benefits of effective CCM
practices that are gained by these quasi-public organisations, despite the
absence of competition. These benefits include increased customer
advocacy which enhances the public image of the organisation and results
in fewer complaints and in turn lower CCM costs. Customer engagement
and feedback can also increase which facilitate organisational learning and
improvement, that contribute to greater efficiency and increased
profitability (Johnston, 2001).
As noted, the benefits of the CCM process are typically intangible, and it
is impossible to place an absolute dollar value on these benefits making
computation of an ROI impossible. The Likert scale could be used in a
survey of customers about their experiences as complainants. However,
this provides an ordinal rather than cardinal measure of benefits
associated with each answer.12 The Likert scores would need to be
transformed to absolute measures, and then a composite Likert score
could be created. Ideally each answer would be equally weighted.
Since a composite Likert score is not being expressed in pecuniary terms
an ROI cannot be created, but a composite Likert score could be
expressed per dollar of cost incurred in Investment in CCM and compared
across different categories of complaint. This approach would enable the
identification of complaint categories which yielded low per dollar
composite Likert scores, which would inevitably lead to further
consideration of the manner in which these types of complaint were
addressed. Different weighting schemes for the Likert rankings could be
adopted to test the robustness of the ranking of these ‘pseudo’ ROIs
across complaint categories.

12

Each question would need to be framed in a manner that elicited an indication of the degree of ‘satisfaction’,
rather than ‘dissatisfaction’.
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5. Case Studies
5.1 Issues in measuring the ROI of CCM
We now turn to a series of small case studies which we have undertaken
based on the two participating organisations: the insurance company and
the utilities provider. We first highlight some issues associated with the
measurement of the ROI.

Different Definitions of What Constitutes a Complaint
The insurance company has adopted the regulatory definition (RG165) of a
complaint, according to the requirements of the Australian Securities &
Investments Commission (ASIC), which states that a complaint is:
An expression of dissatisfaction made to an organisation, related
to its products or services, or the complaints handling process
itself, where a response or resolution is explicitly or implicitly
expected.13
This code requires that a complaint be recorded if it is not resolved within
five business days. However, the insurance company records complaints,
which have not been resolved to the customer’s satisfaction by the end of
the first business day. Additionally, any expression of dissatisfaction that is
referred to a frontline manager is also recorded as a complaint. Conversely,
if an expression of dissatisfaction is resolved immediately it is not recorded
as a complaint. Many such expressions are regarded as “queries” due to
the low level of dissatisfaction involved and the speed of resolution.
While not adopting a regulatory definition of a complaint, the utilities
provider also defines a complaint as occurring when a customer expresses
dissatisfaction. However, the complaint is usually recorded in the
complaints database at this stage. If the employee is uncertain of the
customer’s degree of dissatisfaction and need for resolution, they will ask,
“Would you like to make a complaint?”
These differing approaches to defining a complaint and thus recording it in
a CCM database makes the analysis of complaints data and, in particular,
the level of complaints and the ROI across organisations difficult.

A Lack of Reliable Data
There is a dearth of data concerning the costs and benefits of CCM. A crossindustry study of 149 German organisations found that 70% of them did
not know all their costs of complaint management. The most common cost
calculated by organisations was gestures of goodwill, which was recorded

13

‘REGULATORY GUIDE 165 Licensing: Internal and external dispute resolution’ downloaded from
http://asic.gov.au/regulatory-resources/find-a-document/regulatory-guides/rg-165-licensing-internal-andexternal-dispute-resolution/ 1/07/2017
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by 46.2% of them, followed by direct personnel costs (44.1%), warranty
costs (44%) and administration costs (35.4%) (Stauss & Schoeler, 2004).
The two organisations being analysed for this study both track fields of data
including complaint type, recovery time (from complaint to resolution),
compensation offered, and communications with other departments.
Complaints escalated to external dispute resolution (EDR) bodies are
recorded. However the costs are not attributed to the complaints sections
of the organisations (for instance, the insurance company adds the costs of
EDR fees onto the customer’s claim). While personnel costs (complaints
staff and otherwise), and administrative and communication costs are
recorded, these are also not attributed to the complaints section and are
absorbed by other departments.

Outsourcing of Complaints

The
outsourcing of
all or parts of
the CCM
function
complicates
the collection
of consistent
data and limits
direct
customer
engagement
with the
company

The outsourcing of some CCM functions was labelled as a concern by both
organisations because of the potential for low reporting rates because
third-party organisations may not hold the same philosophy that customer
complaints provide an opportunity for customer engagement and
feedback, and thus fail to understand the importance of reporting.
While both organisations handle the majority of their complaints
internally, the utilities provider uses a third-party Australia-based call
centre for its billing complaints and the insurance company uses an offshore call centre for a small proportion of its complaints. Third-party and
geographically distant CCM call centres can hinder the opportunity for
customer engagement because of the use of such intermediaries can
interfere with direct and accurate reporting. One complaint manager said
the identification of complaints and their root cause is often a “touch and
feel” scenario with frontline staff, and emphasised the need for “frontline
staff to pick up on signals around trends”.
The outsourcing of all or parts of the CCM function complicates the
collection of consistent data and limits direct customer engagement with
the company. For the purposes of calculating ROI, however, it may well
provide more robust data on the costs of CCM, albeit under outsourced
arrangements.

Outdated CCM Systems
The utilities provider uses a relatively standardised process, implemented
by five call centre staff and two managers, using the SATISFY CRM system.
This CCM system has been used since 2000 and is now considered
outdated. The process has begun for the development of a new system,
which will integrate all complaints (including billing complaints currently
dealt with by a third-party) and measure costs such as time taken for
individual employees to resolve the complaint.
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The insurance company also uses a system that is limited in that it does not
link customer details (such number of policies held, years of loyalty, and
previous queries and correspondence) with complaints, so that the
employee who is dealing with a complainant is unable to see the
customer’s loyalty and monetary worth (expressed as the number of years
as a customer and the number of policies held) in the database.
Customers’ sense of distributive justice (perceived fairness of the tangible
outcome) and interactional justice (perceived fairness of the treatment the
complainant receives during the resolution process) (Yilmaz et al., 2016)
can be affected by their prior positive and negative interactions with the
organisation (Knox & Van Oest, 2014).
Perceived justice has been identified as an antecedent of satisfaction,
leading to repurchase benefit and PWOM (Tax, Brown, &
Chandrashekaran, 1998). It would therefore be ideal for the complaint
personnel to be privy to these prior interactions to help frame their service
recovery response. A lack of integration of the customer system and
complaints system may prevent the insurance company from linking
customer retention and repurchase benefit to effective CCM.

Lack of Customer Follow-up
Studies that offer longitudinal analysis of transaction records offer a more
reliable measure of financial outcomes of effective complaints handling which arise from customer retention, repurchase benefit and CLV (CambraFierro et al., 2015b, p. 112; Knox & Van Oest, 2014; Stauss & Schoeler,
2004). However, longitudinal data collection and analysis is
methodologically challenging and costly for organisations to undertake.
The utilities provider has gained some limited insight into the benefits of
CCM in terms of customer satisfaction via surveys distributed randomly to
customers annually. While not targeting customers who have complained,
the survey asks whether the participant has made a complaint, thus
providing researchers with insights into satisfaction levels after a complaint
is resolved.
The insurance company also undertakes customer surveys, which are not
linked to complaints. These surveys focus on the level of customer
advocacy and seek to determine the customer’s Net Promoter Score. If
they are deemed a detractor a follow-up phone call is made, which
sometimes results in the customer being channelled through to the
complaints section. These surveys gauge customer satisfaction however
the opportunity to relate satisfaction to a complaints episode is limited.
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5.2 Quantitative Research: The Utilities Provider
Following a meeting with the University of Newcastle Research team the
utilities provider provided data on the incidence of 51 types of complaints
across its three divisions of the Sewerage Network, the Water Network,
and Water Quality, for the years from 2010-11 to 2016-17.
These complaints were then coarsely classified into 5 groups, which are, in
no particular order, Damage to environment; Customer communication;
Quality of service; Water quality; and Sewerage.14
Complaints relating to (1) Damage to the environment are associated with
the Sewerage and Water Networks, and include complaints about entry to
private land and the restoration of property, after work has been done. The
complaints about (2) Customer Communication refer to the quality of the
communication between the organisation and its customers, so that the
type of issues which arose included the provision of incorrect information,
insufficient notice of outage and failure to provide notification about the
cancellation of an outage.
On the other hand, (3) Quality of Service complaints are based on the
functioning of the Water Network, but do not include the Quality of the
Water. Thus, complaints which relate to the provision and measurement
of water being supplied to a customer are measured. These include a range
of issues associated with the metering system and also aspects of the
provision of water including leaks, pressure and noisy pipes. Complaints
about the (4) Quality of Water refer to its smell, taste and colour. Finally,
(5) Sewerage complaints refer to blockages, odour and blowback.
Chart 1 shows the incidence of complaints over the seven-year period
based on the classification of complaints described above. Clearly any
interpretation of the results must be exceedingly cautious because there
are many factors which lead to the filing of complaints, not all of which can
be associated with the actual performance of the utilities provider,
particularly when contractors are involved.
With the exception of the sharp increase in the complaints associated with
(3) Quality of Service in 2016-17 (arising from the roll-out of a major meter
replacement program), there are no other noteworthy changes over the
sample period. A number of sub-categories of complaint increased
significantly including Meter Faults and Replacements, Water hammer,
Noisy pipes, Water leaks, Water pressure and Burst water mains.

14

Five types of complaint were insufficiently described and were omitted in this preliminary analysis.
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Chart 1: Utilities Provider Complaints Data by
Broad Category: 2010 - 2017
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5.3 Quantitative Research: The Insurance Company
The insurance company provided a detailed list of 328 complaint types in
2016 classified into 20 categories for which the numbers of complaints are
documented by the level of resolution, namely Level 1 (Complaints), Level
2 (Disputes) and Level 3 External Dispute Resolution (EDR) Scheme (see
Table 1 below).
Levels 1 and 2 are dealt with in-house. There is an ASIC requirement that
all insurers belong to an external dispute resolution provider such as the
Financial Ombudsman Service (FOS). Like other insurers, the insurance
company is subject to a FOS membership fee and a dispute fee for all
complaints which are escalated to FOS (Level 3).15
A customer can make a complaint to FOS at any time16 and the decisions
of FOS cannot be appealed by the insurance company. However, the
complainant still has the right to pursue legal action if they are not satisfied
with the FOS decision.
Here, we provide an initial discussion of the operationalisation of the
conceptual classification of costs and benefits which will assist the
insurance company in the way that they collect and report data and may
influence the choice of the new Customer Complaint Management (CCM)
software.
At this stage, the complaints software does not record cost data for each
individual complaint that can be itemised according to the classification of
direct and indirect costs. Similarly, the organisation does not collect readily
accessible data which would provide an indication of the total benefits
associated with the resolution of each complaint.
Aggregate cost data can readily be obtained (see below), however, as
noted previously, to identify and measure benefits of complaint resolution
inevitably requires a complaint by complaint (disaggregated) approach. As
noted above, an overall measure of the Return on Investment (ROI) would
provide some indication of the overall effectiveness of the CCM process
and could be useful in ensuring that sufficient resources were available for
complaints management within the insurance company.
“Unless decision makers fully understand customer complaint
behavior and can quantify the return on investment (ROI) of
complaint handling, they won’t see the link between complaint
handling and loyalty and profits, and it’s unlikely they will ever
15

The dispute fees which are charged cover the cost of FOS investigating and handling a dispute, irrespective of
whether a complaint is upheld The FOS Dispute Fees Guide (2017), which has been supplied to the research team
by the insurance company, provides the structure of its dispute costs which are imposed on all participating
Financial Institutions.
16

However, FOS will recommend that the customer attempt to have the complaint resolved by the insurance company if the
customer has not yet done so.
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allocate adequate resources for change” (John Goodman, ViceChairman of TARP 2006, p. 28).
However, improvements in the ways that particular types of complaints
are addressed and hence the achievement of a higher overall ROI requires
that an ROI be calculated for each category of complaint.
In order to explore the challenges in quantifying costs and benefits, ten
complaint cases from the insurance company were scrutinised. The cases
were viewed in both the CCM database and customer database in order to
gain a more comprehensive understanding of the effects of the CCM
process on both the customer and organisation.
Each case involved a complaint that had closed at least twelve months
earlier. Insurance policies are usually renewed annually so this timeframe
was selected in order to ascertain whether customers had been retained
or lost after the complaint process. A variety of Level 1 complaints (dealt
with by frontline staff), Level 2 disputes (escalated to the complaints
team), and Level 3 disputes (escalated to FOS), were selected. The dates
when complaints were made and resolved are recorded and also the
number of days the complaint was open.

Costs of investment in CCM: The Insurance Company
We now turn to the costs of investment. For Level 1 and 2 complaints, the
major cost is likely to be Personnel. Total hours of work on each complaint
were estimated. In the absence of a breakdown of the hours between the
dedicated complaints staff and higher-level staff, such as in-house lawyers,
Personnel costs for Level 3 complaints are likely to be understated. There
are no data available at present for infrastructure and training and
recruitment staff costs.
In the discussion of the conceptual framework, it was decided that for
consistency all Escalation costs should be treated as costs of investment,
irrespective of which party either initiated the resolution of the complaint
by FOS, and/or initiated legal action.
Three of the ten complaints entailed escalation to FOS by the complainant,
which imposed significant dispute fees on the insurance company. Two
complaints, which incurred the highest FOS fees involved approximately
eighty hours of CCM labour.
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In addition, the membership fees to FOS should be accounted for.17 The
most sensible way to proceed is to average the membership fees across all
complaints. 18

TABLE 2
Experiment: Benefits of CCM after 12 months post-complaint resolution
Complaint Number

Complaint Type
Complaint Level 1, 2 or 3
Number of Days Complaint Open
Number of Years Loyalty
Current Status of Customer (Retained or
switched)
Benefits
Customer Retained Y/N
Number of policies at complaint open
Number of policies as of 1/9/17

Improvements made due to complaint?
Costs

1

2

3

1-Sep-17
4

5

6

Premium
increase

Claim dispute

Claim dispute

Claim dispute

Claim/ liability
dispute

Staff error

2
2
27

2
9
13

2
18
20

Retained

Retained

Retained

Y
5
5

Y
2
1

8
Out of
Cover/Policy ot
Incorrect current/pay by
Information the month mid
term
provided

9

10

Claim dispute

7

3/FOS
3/FOS
385
240
22 Less than 1 year

3/FOS

2

2

2

Claim dispute
2/FOS
Registration

15

9

3

44

22

Retained

Switched

Retained

Retained

Retained

Retained

Retained

Y
2
3

Y
4
4

N
1
0

Y
2
3

Y
3
2

Y
2
1

Y
3
3

Y
4
3

Yes. Detailed
feedback given
on the need for
better
communication
to customers. No. Staff training
provided as a
Referred to
executive team. result of feedback

No

No

No

No

No

No

No

No

N

Decision
Overturned

N

N

FOS dispute
discontinued

Compensation/ settlement

N

Y

N

N

N

Lost revenue

N

Y

N

N

N

N

Y

N

N

N

Y

NIL Outside
terms of
reference

N

N

N

N

Found in favour Found in favour Found in favour
of insurer
of insurer
of insurer
N
In-house
In-house
8
80
80

NA
N
5

NA
N
6

NA
N
2

N/A
N
3

Escalation costs /FOS

FOS Decision
Legal costs
Hours of work

N

N

N

NA
N
3

NA
N
12

NA
N
2

Y

17

The FOS membership fee depends on the amount of business undertaken by the organisation.
The alternative is to assign the total FOS membership costs to those complaints escalated to FOS. However, this
means that the membership costs per FOS complaint depends on the number of complaints escalated to FOS during
the associated time period, which seems somewhat arbitrary.
18
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Benefits of CCM: The Insurance Company
Table 2 records i) the number and value of policies held by complainants
on 1 September 2017, as compared to those held when the complaint was
made; ii) any feedback from complainants, and iii) any social media
engagement by complainants.
Customer lifetime value (CLV), that is the value that the commercial
relationship with a customer provides for the organisation over the
duration of the relationship (Jesús Cambra-Fierro, Iguácel Melero, & F.
Javier Sese, 2015a), was sustained after the complaint process in most
cases. By this we mean that the commercial relationship continued with
policies still being held in September 2017, despite the opportunity for the
complainant to either cancel their policies or not renew them, when they
expired.
This was evident with customers who had been with the insurance
company for twenty years or more (See Complaints 1-4, 10). With one
exception, these customers maintained or increased their number of
policies even though none of them were successful in incurring a monetary
benefit through the CCM process (by having their claim increased or their
premium decreased). This finding is consistent with extant literature.
(Knox & Van Oest, 2014) found that a customer with a long commercial
relationship with an organisation is more likely to maintain that
relationship, following the resolution of a complaint, than a customer with
a short relationship with the organisation.
Across the ten complaints, all but one customer had continued to maintain
a commercial relationship a year after the complaint process, despite the
fact that financial compensation was only paid to one complainant. The
customer who no longer held a policy with the insurance company after a
year had opened a policy just months prior to the complaint process (see
Complaint Case 5). However, the sample of complaints which were
analysed is too small to draw any firm conclusions.
Clearly it is difficult to draw any definitive conclusions about CLV because
a reduction in motor and/or house insurance policies held by a
complainant, following the resolution of a complaint (see, for example,
Complaint Case 4), may reflect a reduction in the number of vehicles
and/or properties owned by the customer, rather than being an expression
of dissatisfaction. However, retaining a customer is based on them
continuing to hold at least one policy, which may well be fewer than when
the complaint was made.19 Clearly this makes the measurement of CLV for

19

This may well be a reasonable criterion, since it would be expected that dissatisfaction with the
insurance company’s handling of a complaint would lead the complainant to cancel all policies, rather
than just the one which was the basis of the complaint.
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a complainant virtually impossible in the absence of additional information
being collected.
In one instance, a complainant threatened to engage with social media and
in the other case, complaints were made about the quality of repairs.
Two of the complainants provided feedback to the insurance company
with one outlining how premium rises could be better communicated to
customers, which was referred to the executive team, however no
outcome was recorded.
CLV is one major benefit of CCM however full quantification of CLV is
impossible to calculate because the insurance company’s research into
customers’ satisfaction and referral levels is not linked to the CCM
relationship database. This is typical of many organisations and leads to an
under-estimation of CLV because these “non-transactional engagement
behaviours” are not reported against CCM data (Cambra-Fierro et al.,
2015a, p. 114).
As advocated by Ang and Buttle (2012), the insurance company seeks to
record customer feedback in the CCM database, with the goal of evoking
CCM improvements. Such feedback is recorded under the field
‘Improvement Opportunity Identified?’. However, this field is used for the
recording of feedback relating only to how the customer’s complaint was
handled and not for any resulting improvements in processes, products
and people.
An example of this issue was observed with one complaint, whereby the
customer offered detailed feedback as to how premium increases could be
better communicated to customers. This feedback was referred on to the
management team, and along with other incidences of similar feedback,
was instrumental in improving the information provided on the insurance
company’s certificates of insurance.
Achieving better communication is an example of organisation change,
which should be better linked to the CCM process, via improved recording.
However, the investment in improved communication of premium rises
can be implemented quickly and its impact on customer satisfaction,
profitability etc. can be readily quantified and assessed, even though
strictly it is not an investment in the CCM process itself.
The benefits from better communication of premium increases should be
revealed in the following year with there being a fall in the incidence of
that category of complaint and possibly a higher ROI. Likewise, the better
handling of complaints by staff should lead to better complaint outcomes.
The second example of feedback was in reference to the CCM process
itself. The complainant was critical of their treatment by a member of the
complaints staff, which led to further training (see Complaint 9).
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Complainants’
nontransactional
engagement
behaviours are
underrecorded as
part of the
complaints
data and the
true CLV is
underestimated

Such instances of the feedback benefit of CCM are almost impossible to
analyse on a broad scale as it is only through reading detailed case notes
that the origin of such beneficial feedback is identified. Thus,
complainants’ non-transactional engagement behaviours are underrecorded as part of the complaints data and the true customer lifetime
value (CLV) is under-estimated (Cambra-Fierro et al., 2015a).
The examination of the benefits of investment in CCM has revealed major
challenges in terms of the interpretation of the sentiments of customers
following the resolution of their complaints, and hence in the
quantification of benefits. In part, these issues arise due to the particular
characteristics of the insurance industry with the infrequent and changing
pattern of purchases of insurance policies.

6. Development of a ROI Measurement Tool
In Section 4 we developed a conceptual framework for identifying the costs
and benefits associated with the resolution of complaints. We argued that
there must be a clear distinction between investment in the complaints
management process, which is largely under the organisation’s control and
the outcomes (benefits) which then accrue to the organisation.
The indirect costs which need to be imputed for each category of complaint
comprise Personnel, Communication, Administration and Staff
Recruitment and Training. It was argued that it is essential to accurately
document the Personnel costs for all complaints because Administration
costs would be based on the amount of time that complaints staff spent on
each complaint.
Both hours of work devoted to a complaint and who is undertaking the
work are required, since more senior staff can be involved in higher level
complaints. This data needs to be collected in real time, so that members
of the complaints staff are not required to recall how much time was
devoted to different categories of complaint at the end of the working
day. This monitoring of time devoted to different complaints should be
undertaken in an unobtrusive and simple way.
The direct costs of each complaint, namely those associated with
Settlement by the organisation and Escalation to an external body, such as
a Tribunal or the legal system, are directly available. In the insurance
company case study a distinction was made between complaint specific
dispute costs which are paid by the organisation and its membership costs.
These somewhat nuanced cost assignment issues always need to be
carefully considered.
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We identified four types of benefit: Information, Repurchase, Attitude and
Communication. While critical to the conduct of effective CCM processes,
any Information benefit which is based on some form of long term
organisational change, relating to improved products or services, is kept
separate from the costs and benefits of the CCM process itself. On the
other hand, further investment in the CCM process, as a result of the
resolution of a complaint, would be captured by the calculation of the
future costs and benefits of the CCM process, per se.

The sentiments
being
expressed via
social media
would confer
either positive
or negative
benefit

A number of issues were raised in respect of the conceptualisation and
measurement of the Repurchase benefit. These issues were highlighted in
the insurance company study when Customer Lifetime Value (CLV) was
considered. The insurance company study has shown the importance of
the type of good or service which is being sold and the normal pattern of
purchases by customers over time in determining how CLV should be
measured. Evidently more information needs to be collected by the
insurance company to clarify why, for example, a complainant has reduced
the number of insurance policies held with the organisation.
Given the pervasive influence of social media we argued that Attitude and
Communication should be combined. We highlighted the measurement
issues associated with the volume of social media traffic, which also has a
qualitative dimension too. In this context, the sentiments being expressed
via social media would confer either positive or negative benefit. Reference
is made to Positive and Negative Word of Mouth in the literature.
Crucially important is that the process of documenting the costs and
benefits of CCM occurs via an integrated CCM system of data collection
which operates in real time. Thus, an urgent priority is that participating
organisations update their CCM Systems.
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7. Hypothetical Scenarios: ROI Calculated
Due to the
limited data
currently
collected, it is
useful to
compute ROI
using some
hypothetical
scenarios

Due to the limited data currently collected by the participating
organisations, it is useful to compute the ROI of effective customer
complaint management using some hypothetical scenarios. In each
Hypothetical, we identify what could be considered an appropriate
course of action in response to complaints about the goods or services
which are being supplied by the organisation. This is contrasted with a
counterfactual, which should entail lower (or zero) costs of investment in
the CCM process20, and also lower benefits.
The following costs and benefits will be used to calculate the ROI for five
hypothetical scenarios.

Costs of Investment in CCM
Personnel
Communication
Administration
Staff Recruitment and Training
Settlement and Escalation

Benefits of Investment in CCM
Repurchase Benefit
WOM
Extended Benefit

7.1 Methodology: Costs of Investment in the CCM
process
Indirect Costs: In the hypotheticals we use the following data in the
computation of the indirect costs of investment in CCM.

Personnel: A wage of $42.31 per hour plus 30 percent oncosts which
represents a total personnel cost of $55/hour is used for Complaints
Staff.
Communication: These costs are relatively low with cheap email and
phone costs, and limited use of snail mail. These costs are determined on
a case by case basis.

The irony is that the failure to respond appropriately to a particular type of complaint is likely to
increase the number of complainants and hence the personnel costs, as compared to a more
proactive response, such as better training for staff (see, for example, H2). Thus, depending on
how complainants are processed under the counterfactual, adoption of the proactive response
may well both reduce the costs of and raise the benefits of the investment in CCM.
20
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Administration: In 2016 Q2 annual average office rents in the Sydney
CBD were $714 per square metre. The Building Code of Australia requires
a minimum of 10 square metres per person (Commercial News, 2017 ).
Staff Recruitment and Training: The insurance company incurred an
annual cost for its Complaints staff training and conference attendance,
and this is distributed per complaint. Any specific training undertaken in
the process of complaint resolution is included as a separate item.
Then, total indirect costs of investment in complaint j, ICj would be
ICj = Hj(PH + AH) + Cj + Tj + T*
where Hj, Cj and Tj denote, respectively, the personnel hours devoted to
the complaint, the communication costs of addressing the complaint and
any specific training costs associated with the resolution of the
complaint. PH and AH denote the per hour costs of Personnel and
Administration per staff member in Complaints, and T* denotes the per
complaint cost of training.
Direct Costs
These costs, which arise from Settlement and Escalation, are readily
identified and, if incurred, can be added to the indirect costs to obtain
the total costs of investment in CCM for complaint j. In addition, when
examining the insurance company hypotheticals, the membership fees to
FOS should be included. As noted above, the most sensible treatment of
this cost is to average the membership fees across all complaints which
gives a figure of $17.39 per complaint.

The main
benefit of
Investment in
the CCM
process arises
from
repurchase
behaviour

7.2 Methodology: Benefits of Investment in the CCM
process
The main benefit of Investment in the CCM process arises from
repurchase behaviour however we also explore the attribution of value
to two benefits for which the organisations currently do not collect any
data. The measurement of Positive Word-of-Mouth and Extended Benefit
are integral to a holistic measure of ROI of effective CCM. We briefly
discuss these three components of benefit below.
Repurchase Behaviour: Voice and Exit
The impact on repurchase behaviour is typically measured in the
estimation of the ROI, however the focus tends to be on the response of
complainants who are exercising voice. Account must also be taken of
customers who have already exited in response to a systemic problem
(such as a defective product or poor after-sales service which might take
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the form of rudeness or incompetence) and those who will do so if the
problem is not rectified. In this context, the organisation must try to
encourage responsible, but not unreasonable, complaints because these
individuals are acting in good faith and there is a good chance of a
positive outcome, whereas those dissatisfied customers who do not
exercise ‘voice’, and exit from the commercial relationship, may be lost to
the organisation.
Our computation of Repurchase benefit compares current and future
purchases of the good or service if the complaints are not addressed, that
is the counterfactual, with the likely consequences for sales when the
complaint is addressed in a specific manner. We adopt the rule of thumb
outlined by Kumar et al (2007) that repurchase value over time is twice
repurchase value in the first year. This approach would take into account
present value discounting and attrition and these effects may be due to
range of reasons. For example, increased customer service and price cuts,
or some customers not needing the good or service any longer (such as
motor insurance, following the sale and non-replacement of the vehicle).
Positive Word-of-Mouth (WOM)

Positive WOM
has a positive
effect on the
acquisition of
potential
customers, and
is a key benefit
of effective
CCM that must
be quantified

Positive WOM has a positive effect on the acquisition of potential
customers, and is a key benefit of effective CCM that must be quantified.
Positive WOM is particularly important to include in any equation that
attempts to measure the ROI of effective CCM as research has shown
that complaints handling processes have a greater impact on generating
high levels of customer advocacy than they do on reduction of costs (Ang
& Buttle, 2012).
Extended Benefit
Customer complaints present an opportunity to the organisation to
gather customer feedback and gain strategic insights on areas that
require improvement and managerial focus (Yilmaz, Varnali and
Kasnakoglu, 2016) and improvements to products, services, people and
processes are often the most enduring benefits of effective CM (Sourdin,
2016). Given that these benefits to the organisation are often not
immediately evident nor seen as a direct benefit of CM, this paper will
refer to this group of benefits as Extended Benefit.
One empirical study of forty organisations from a range of industries,
including hospitals, utilities and retailers, found that the strongest
relationship between complaint handling and financial performance was
through process improvement and employees (Johnston, 2001). This
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study asserted that organisational learning, or Extended Benefit, was one
of the key benefits of complaints handling, which would ultimately
generate greater profitability for the organisation.
Extended Benefit is also a driver of complaint behaviour in customers,
although this is often overlooked. One study found that around 50% of
complainants complain to encourage service or product improvements,
although only 10% of complainants considered that improvements had
been made (MORI, 1997 cited in Johnston, 2001).
In order to measure Extended Benefit (or what they termed
“informational benefit”) Stauss and Schoeler (2004) used approximate
sales comparison and cost comparison approaches. These will be
employed in the following hypotheticals, in an attempt to present a valid
illustration of the Extended Benefit as an outcome of effective CM.
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7.3 Hypothetical 1: Insurance Company
A complainant, who had been a customer with the insurance company for over
20 years, phoned to query a substantial increase in her premium for car
insurance. She asked for a rationale for the increase and, although she was not
satisfied with the initial response, further clarification satisfied the customer. The
customer then provided the complaint handler with detailed recommendations
regarding improvements to the information mailed to customers regarding
premium increases. This feedback was referred to the executive team and
relevant changes were rapidly implemented which improved communication
with customers and reduced the number of complaints. The information that
was provided was generic and not tailored to the particular vehicle owned by
the policy holder.
Costs of Investment in CCM
Indirect Costs
Wage costs include both the response to the complainant which is undertaken by the Customer
Relations Department and the development of better documentation for justifying the
premium increase, which is undertaken by a separate Department. We assume that the hourly
wage rates are the same for both Departments. We assign 4 hours and 33.5 hours respectively
to these tasks, which, in total, represents a full working week. The administrative costs per hour
are assumed to be the same for both Departments.
In addition, the number of complaints will decline as a result of better information being
provided, as compared to not circulating this information. We will assume that there is a
decline in complaints of 100 and each complaint takes 15 minutes on average to process, so
personnel time is reduced by 25 hours, as compared to not providing superior information to
customers whose policies are due for renewal (see below).
We assume that the cost of communicating the additional generic information about the
premium increase to policy holders is $1,000.
Direct Costs
Settlement costs would be zero, since the insurer would not offer a lower premium to those
who complain.21 Also, it is unlikely that a complaint about a premium would lead to a referral of
It would be expected that the initial decision to raise premiums would take into account their
elasticity of demand, that is the impact on the number of car insurance policies sold in response
to a premium increase. The insurer would also need to take into account their expectations of
the pricing behaviour of other insurers. The impact on their demand for policies would be
expected to be low, given the transaction costs faced by the customer when changing insurers
and the likelihood of other insurers raising premiums. The consideration of risk would influence the
pricing of policies, so, while major pileups are rare, widespread damage to vehicles following a
hailstorm would be more probable. Through reinsurance, insurance companies can reduce the
21
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the issue to FOS by the complainant. Most, if not all, complainants would be unable to mount a
case challenging the commercial decision making which underpinned the costing of premiums
by the insurer. The per complaint FOS membership cost is included.
Benefits of Investment in CCM
The overwhelming majority of customers would accept their premium increases and continue
to pay the premiums on their car insurance policies.
Repurchase
In order to measure the repurchase benefit, we contrast two scenarios. The second one is that
immediate action is taken to supply customers whose policies have yet to be renewed (despite
documentation already being made available to customers) with the additional information
about the rationale for the increase in premiums. This information will also accompany the
documentation sent to customers in future as their policies become due for renewal. The first
scenario represents the counterfactual and is based on no remedial action being undertaken,
despite the advice of the complainant.
Scenario 1
Let  denote the fraction of last year’s policy holders who merely exit in response to the rise in
premiums which they are not prepared to pay. Thus, these customers do not exercise voice. 
denotes the fraction of all policy holders who complain, when they receive notification of the
need to renew their car insurance policies.  represents the fraction of those complainants
who remain dissatisfied, given the inadequate explanation provided, and cease their
commercial relationship with the insurer. Then the fraction of last year’s premium holders who
renew their policies this year, , given the weak explanation, can be written as

Scenario 2
The benefit associated with retaining customers following a better explanation of the premium
rise is based on computing the share of last year’s customers, , who would remain as policy
holders when better information is included in the policy renewal documentation. The share of
last year’s policy holders who renew their car insurance policies can be written as:

where denotes the fraction of those who still exited in response to the premium
increases, despite having received higher quality information. is the percentage of last
year’s policy holders who complain, despite the improved information and denotes the
financial consequences of major events by selling a portion of the (low) risk in exchange for a
portion of the premium. Certainly, it is very unlikely that an insurance company would adjust its
increases to premiums in response to complaints and loss of business. There would lead to
reputational damage.
Return on Investment of Effective Complaints Management © 2018 SOCAP & UON

35

fraction of these complainants who cease their commercial relationship, despite the investment
in better information that has been undertaken by the insurer.  so that fewer
complainants will cease their commercial relationship with the insurer.22
Then the gain in the share of customers who are retained due to better information being
provided will be
= 
Clearly the higher the percentage of dissatisfied customers who complain, as opposed to
exiting, the better the retention of past customers is likely to be, since the Complaints staff
have the opportunity to provide further information and answer questions.
Here we have not factored in the number of new customers who take out policies with the
insurer, expressed as a fraction of last year’s policy holders, which could be unaffected by the
circumstances described above.23 Furthermore, there will be some customers who no longer
need car insurance.
Let N denote the number of customers who renewed their premiums last year and M denote
the average margin on a car insurance policy, which is based on the average insurance premium
and the average payout, where the latter also takes into account the probability of customers
making a claim.
Then an additional N(customers continue their commercial relationship with the insurer, as
compared to the scenario of better information not being supplied to customers. The
repurchase value can be written as MN(
Assume that N is 100, 000, M is $100 and p is 0.002, then repurchase value in year 1 is
$20,000. If = 0.005 and = 0.006, then there are 100 fewer customers who complain under
Scenario 2, which impacts on Investment costs (see above).
Positive Word of Mouth
The overall consequences for WOM are likely to be negative, because, while better information
leads to fewer customers failing to renew their car insurance, both present and past customers
still likely to be less satisfied which could be revealed in social media. How damaging this is to
the insurance company is unclear, because it may also be dependent on whether other
insurance companies are raising premiums and attracting customer disapproval. However, it
seems reasonable to assume that NWOM would have an impact on repurchasing decisions.

There is no guarantee that however, since the subset of complainants in Scenario 1 who complain in
Scenario 2 are more hostile to premium increases, since the provision of better information did not allay their wish
to complain.
23
It is unlikely that new customers who solicit a quote from the insurer would be informed as to the reason for the
increase in premiums from last year.
22
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Extended Benefit
In this example, the complaint has been promptly addressed by the provision of improved
information to policy holders. The benefits to the organisation can be readily identified in the
ensuing months, when customers choose whether or not to renew their policies.
The insurance company would be expected to continue to supply generic information about
premium changes year by year which would reduce the number of complainants into the
future. Again, the costs of developing the rationale for premium changes each year would have
to be taken into account too.
Probably these future initiatives in respect to the provision of information could be treated
separately. Clearly if there is a positive ROI in year 1 following the servicing of the complaint
and the provision of additional information, then the ROI in future years should be positive too
with the reduced number of complainants and fewer exits. The initial expressions of
dissatisfaction by customers through voice and exit will be preempted by the provision of the
extra information.
Return on Investment
Then the Rate of Return on Investment can be written as
ROI = 100*(Benefits – Costs)/Costs
= 100*( M * N(ICj)/ICj 
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Table 1: Hypothetical 1: Return on Investment
Cost of CCM
Indirect Costs
Personnel:

Communication:
Administration:
Staff Recruitment &
Training:
FoS membership
fees

37.5 hours@ $42 per hour +30% oncosts
– 25 hours (reduced number of
complaints) = 12.5 hours
Office space and equipment is $237.73
per staff member per week (12.5 hours).
No additional training, so imputed cost of
$3.52 per complaint
Per complaint

$687.67

$1,000.00
$79.24
$3.52
$17.39

Direct Costs
Settlement:
Escalation:

-

Total Costs

$1787.82

Benefits of CCM
Repurchase:
PWOM/Advocacy
Extended Benefit:

MNp = $100*100,000*0.002
In net terms zero, since any PWOM is
offset by NWOM
No extended benefit, since new
investment each year

Total Benefits
ROI

$20,000
0
0

$20,000
100*(Benefits – Costs)/Costs =
100*(20,000-1787.82)/1787.82

1018.7%

Conclusion
This is an interesting and a relatively tractable scenario, when assumptions are made
clear. There are two important points arising from the above analysis:
1) Where complainants raise an issue which affects all customers of the organisation
for the particular product or service, it is essential to factor in those customers who
choose exit over voice. This clearly raises the ROI of CCM to the extent that some of
those who plan to exit can be convinced to maintain their commercial relationship
with the organisation, after remedial action is taken.
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2) In the economic/finance literature computations of ROI are based on costs and
benefits of a new project which typically can be treated quite separately from the
current activities of the organisation. On the other hand, the costs and benefits of
investment in complaints management have to be assessed in the context of a
counterfactual based on a passive response to a complaint (or complaints). The
proactive response to a complaint can reduce the number of complaints and can
make the costs of investment in complaints management less than those faced
under the passive (counterfactual) response.

7.4 Hypothetical 2: Insurance Company
Annual customer satisfaction surveys (CSSs) were conducted of branch
offices of an insurance company. Branch office A had attracted lower
satisfaction scores with respect to claims processing than the other
branches. Subsequently a customer complained to the customer relations
hotline about the rude treatment by a staff member at Branch A which
occurred while the customer was querying the processing of their claim.
The customer was satisfied with an apology and an assurance that the
behaviour of the staff member would be addressed. The customer
relations manager ensured the branch manager was informed and the
staff member was provided with counselling, additional customer service
training, and ongoing mentoring and supervision. The following year the
staff member received improved customer satisfaction survey scores.
Costs of Investment in CCM
Indirect Costs
An exclusive focus on the number of complainants and their behaviour would provide an
incomplete picture of the impact of poor service by the member of the Claims
Department. An analysis of the repurchasing behaviour of all customers who had had
claims processed by the staff, before and after the service training for the staff member,
was undertaken by the Customer Relations staff in Head Office. While the data would be
incomplete due to the timing of policy renewals, the capacity to make comparisons of
repurchase behaviour over time and across claims staff within the branch provided a
clear picture of how the particular staff member was performing.24

The comparison across claims staff of subsequent repurchase rates of customers, who had
filed claims, should to some degree address the issue of policies being discontinued due to
factors such as selling houses or cars. This rate of non-renewal or cancellation of policies should
occur at similar rates across staff, thereby isolating the impact on policy renewal of
dissatisfaction with the services provided by a member of the Claims Department.
24
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Accordingly, we assume that data on policy renewal are available for the year prior to
the training of the member of the claims processing staff and also for part of the
following year.
Branch office A was ‘charged’ for the equivalent of 40 hours work for the administration
and conduct of the CSS for its staff. As noted, Branch office A also commissioned the
Customer Relations Department at Head Office to conduct the analysis of repurchase
behaviour of customers. Branch office A was charged the equivalent of 20 hours of work
for these services. The rate of retention of customers for the rude claims processor
following the processing of claims was found to be wr with wr < w, where w is the
average retention rate of the other claims processors.
Thus, the indirect costs of the investment in CCM is equivalent to 60 hours of personnel
time, with no additional administration cost. The additional training for the rude claims
processor cost $1,000 and the per complaint imputation of normal training costs is
$3.52. Again, the per complaint FoS fee is included as a cost of investment.

Benefits of Investment in CCM
Repurchase
The annual repurchase benefit following the training and mentoring of an impolite and
unhelpful claims processor may not be fully realised for a year following the training,
depending on the timing of the policy renewals.
It is reasonable to assume that the increase in the retention rate of customers for this
claims processor will be (w-wr), so that (w-wr)(C/S) additional policy holders are retained
where C is the total number of claims which are processed per year and S is the number
of claims processors.
Each policy attracts a margin of M and we discount the repurchase value by the annual
rate of interest to account for the delayed receipt of benefits from this investment in
CCM. Again, we draw on the rule of thumb devised by Kumar et al (2007) and double
this estimate of annual repurchase value to generate an estimate of total repurchase
value.
Asssume that C is 8,000, S = 10, M is $100 and w-wr is 0.05, and the rate of interest, r is
0.05 then repurchase value is 2*(8000/10)*100*0.05/1.05= $7,619.1.
Positive Word of Mouth
It is not obvious that a current policy holder would be deterred from renewing policies,
due to the negative interaction with the claims processor experienced by another policy
holder. Accordingly, we assess PWOM as zero.
Extended Benefit
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The benefit arises from a simple once off investment in training as opposed to a major
organisational change. The long term benefit from retaining additional customers
(Extended Benefit) has been approximated by using Kumar’s rule of thumb.

Return on Investment
Then the Rate of Return on Investment can be written as
ROI = 100*(Benefits – Costs)/Costs
= 100*(2M(w-wr)(C/S)/(1 + r) - ICj)/ICj

Table 2: Hypothetical 2: Return on Investment
Cost of CCM
Indirect Costs
Personnel:
Communication:
Administration:
Staff Recruitment & Training:

60 hours@ $42 per hour +30%
oncosts

Training costs of $1000, plus imputed
cost of $3.52 per complaint.

FoS fees

PWOM/Advocacy
Extended Benefit:

2*(w-wr)M(C/S)/(1+r) =
$(2*0.1)*100*800/(1.05)
In net terms zero, since any PWOM is
offset by NWOM
See discussion in text.

Total Benefits

ROI

0
0
$1003.52
$17.39
$4,320.9

Total Costs
Benefits of CCM
Repurchase:

$3,300

100*(Benefits – Costs)/Costs =
100*(7619.1-4,320.9)/4320.9

$7,619.1
0
0
$7,619.1
76.3%

Conclusion
This example also demonstrates that a high ROI can be achieved by promptly addressing
complaints. In this Hypothetical, no account has been taken of the reduced flow of
complaints to staff, following the training of the claims processor.
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7.5 Hypothetical 3: Utilities Provider
A customer complained about equipment being left in their yard
overnight during an upgrade of their meter. The complaints handler
referred the matter to the operations manager and it was found that the
equipment belonged to a contractor, rather than the utilities provider. The
customer received an apology and an assurance that the equipment
would be removed the next day. As a result, contractor inductions were
improved, with an emphasis on the need for contractor equipment to be
safely and tidily stored and removed when the work continues into the
following week. Complaints regarding this type of issue decreased
following this improvement.

Costs of Investment in CCM
This is a similar type of problem to Hypothetical 2, although while voice can be identified
and recorded, exit is impossible and hence repurchase has no meaning. The indirect and
direct costs of addressing the complaint are modest and can be readily computed, using
the principles which were outlined in the first part of this section of the report.
It would be expected that the incidence and hence the costs of addressing complaints of
this type would fall, which would include reduced settlement costs arising from actions
such as injuries or other damages being sustained as a result of the equipment being left
in the yard. The incidence of this type of complaint could be compared to trends in the
numbers of other types of complaints.

Benefits of Investment in CCM
Benefits of the investment in CCM can be captured in a number of ways. Drawing on
insights from the review of literature, survey data can measure the complainant’s
satisfaction with the complaint management process and assess its impact on customer
engagement behaviours involving transaction and non-transaction related behaviour
toward the utility provider. For instance, survey insights can reveal the extent to which
complainant satisfaction impacts transaction-related behaviours such as bill payment
compliance, and cross / upsell purchase behaviour. It can also measure non-transactionrelated behaviours such as recommendations to others e.g. eWoM, participation in a
firm-initiated referral scheme, help to other customers in the community with similar
issues, the provision of feedback to improve services in the future and participation in
community engagement initiatives by the utility provider to better improve the service
experience.
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7.6 Hypothetical 4: Food Manufacturer
A customer complained via mail to the customer relations team of a food
manufacturer that a packet of biscuits that they had bought from a local
supermarket as part of their weekly grocery shop, was almost entirely
comprised of broken biscuits. The customer relations team offered an
apology and mailed the customer six (6) packets of biscuits as a gesture
of goodwill.
The complaint management database revealed that this was the third
such complaint received within the previous 4 weeks and further analysis
was conducted to identify the cause of the problem. It was discovered
that a new transport contractor had been recently appointed by the
manufacturer to distribute its biscuits to supermarkets. The new contractor
was incorrectly packing the truck, by placing biscuit deliveries under other
food items that were too heavy. The issue was subsequently rectified and
there were no further complaints of broken biscuits by customers.

Costs of Investment in CCM
Indirect Costs
The indirect costs of CCM consist of staff and communication costs. We assume that 30
hours of work was required by the Complaints staff which consisted of i) discussions
with complainants; ii) conversations with the contractor; and iii) repeated sampling of
the particular brand of biscuits in different supermarkets to first establish the extent of
the problem and then to ensure that the problem had been resolved.
Direct Costs
A small advertising campaign by the manufacturer costing $200 per week per
supermarket was undertaken in the ten affected supermarkets for 3 months in which
reference was initially made to transportation problems, but then emphasised the
qualities of the particular brand of biscuits. In addition, a price cut which reduced the
profit margin by 50c per packet was introduced for 3 months. This was also designed to
encourage some customers who had engaged in exit rather than voice to recommence
their purchases of this brand of biscuits.
Settlement costs consist of 6 packets of biscuits for each of the 3 complainants and the
purchase and inspection of 200 packets of biscuits across the 10 supermarkets serviced
by the contractor. If there is a margin of $1.50 in the price of a packet of biscuits, then
there is a cost of $327.
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Benefits of Investment in CCM
Repurchase
We compare the repurchase benefits of addressing, rather than ignoring, the
complaints. The initial benefits of resolving the problem are that the shift of customer
purchases to other brands of biscuits (exit) over the previous month will be halted.
Furthermore, an advertising campaign plus a price discount will contribute to the
recovery of sales.
Assume that a fraction  of customers who undertake a regular weekly shop and
purchase biscuits shift to a competing brand each month due to the ongoing problem of
broken biscuits. Then assume that there are N customers who engage in a regular
weekly purchase of biscuits and of the weekly spend of $10 per packet, M represents
profit to the supermarket. Then, the repurchase benefit of promptly resolving the
complaint is NM.
There are 10,000 weekly shoppers across the 10 supermarkets of which 20 percent buy
two packets of the particular brand of biscuit, prior to the problem of broken biscuits. In
addition, there are additional sales of 1,000 packets per week to casual shoppers who do
not change their pattern of purchases over time. In the first 4 weeks, when the
complaints were made there is assumed to be a 30 percent drop in sales to regular
weekly shoppers from 20 percent of the weekly shoppers (2,000) to 14 percent (1,400).
Each week following the period of complaints the number of weekly shoppers
purchasing two packets of the biscuits drops 2 percent, in the absence of proactive CCM.
It is assumed that the advertising campaign costing $2000 per week for 13 weeks,
combined with the price cut, yields a growth in sales of 1 per cent per week for this
period and then sales stabilise, despite the small rise in price of 50c per packet following
the restoration of the profit margin per packet to $1.50. We discount these costs and
revenues at an annual interest rate of 5 percent.
WOM
If the problem was not resolved, there would be NWOM from those customers who
chose to switch brands. We assume that we have captured this in the estimate of the
weekly decline in customers of 5 percent.
On the other hand, given the resolution of the problem, the three complainants may be
a source of PWOM. This effect is possible because the complainants may recognise that
even small complaints are taken seriously and investigated in a prompt fashion by the
supermarket. Further, there was empathy shown to the complainant (and possibly
disappointed children) by the settlement, even though it was of trivial $ value, and we
discount the impact of these complainants’ PWOM.
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Table 4: Hypothetical 4: Return on Investment
Cost of CCM
Indirect Costs
Personnel:
Communication:
Administration:
Direct Costs
Settlement:

Advertising:

30 hours@ $42 per hour +30% oncosts
Contacting contractor
Office space and equipment is
$237.73 per staff member per week
(37.5 hours).

$1,650
$10.00
$190.1

18 packets of biscuits to 3
complainants + 200 packets sampled
for breakages @ $1.50 (margin) per
packet
13 weeks @ $2000 per week

$327.00

Difference in discounted $ value of
sales over 12 months *2 = $83,519*2
Already accounted for in repurchase.

$167,038

Total Costs

$25,825
$28,002

Benefits of
CCM
Repurchase:
PWOM/Advocacy
Extended Benefit:

Total Benefits

ROI

100*(Benefits – Costs)/Costs =
100*(167,038 – 28,002)/28,002
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7.7 Hypothetical 5: Shoe Retailer
An Australian shoe retailer decides to shift to the high-quality end of the
domestic market by setting up a foreign subsidiary which will undertake the
production of high-quality dress shoes.
Despite taking advice about the essential qualities of an expensive dress shoe,
the retailer instructs the subsidiary to manufacture the shoes with the soles being
glued not stitched. However, the production process does take into account
the other required characteristics of high quality dress shoes, namely real leather
uppers, thick soles and the inside lining of the shoes being high-quality calfskin or
natural leather and not synthetic materials.
Early sales are encouraging, despite the high prices. However, after a few
months, there are 20 complaints about the separation of the uppers and soles of
the shoes due to poor quality glue. These complaints are subsequently
forwarded by Customer Relations to the executive.
After taking further technical advice, the retailer decides to instruct its subsidiary
that the shoes must be stitched rather than glued, because it is broadly
accepted within the industry that quality dress shoes which command a high
price must be stitched.25
The costs of investment in the CCM process consist of personnel time incurred in
communication with complainants (and in turn executives) and settlement costs
if each complainant is offered a free replacement pair of shoes, once the new
production process is operating. In the interim, before the stitched shoes
become available for sale, further complaints can be expected from customers
who have already bought shoes. These additional complaints would also occur
under the counterfactual scenario, which may simply entail the use of a superior
glue.
In contrast to the other Hypotheticals, resolution of the complaints leads to the
adjustment of current production methods which generates Extended Benefit,
as defined at the beginning of this section. The conceptual dilemma is how a
meaningful measure of an ROI of the CCM process can be generated. In the
previous Hypotheticals, it was appropriate to include all the costs of responding
The retailer has a further decision to make which is whether to rely on machine stitching, which
entails new investment but minimal training of workers who are redeployed from gluing, or to hire
additional employees and train this larger cohort of employees who will hand stitch the shoes.
The respective forecasts for the ROIs associated with these two production techniques (which
are calculated on the basis of economics/finance principles) will guide which stitching method
is adopted.
25
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to the complaints within the calculation of the ROI of the CCM process.26 In this
Hypothetical, the resolution of the complaint will entail investment decisions
being made and costs incurred which are in addition to those noted above and
lie outside the expertise and control of the Customer Relations Department.
Further, these costs associated with a change in production techniques are
likely to dominate the narrowly defined costs of the CCM process.
While the calculation and interpretation of an overall ROI of CCM in these
circumstances would be highly problematic, an alternative would be to make a
separate assessment of the investment decisions associated with upgrading the
production process. Measures, such as profitability and the incidence and type
of complaints that are subsequently received could be documented.
Hypothetical 5 is designed to provide a concrete example of the potential
complexities associated with trying to conflate investment decisions and the
associated outcomes (Extended Benefit) with the narrowly defined costs and
benefits of the CCM process which are under the purview of the Customs
Relations Department. These issues were initially canvassed in Section 4.4.

7.8 Conclusion
While the figures used in these Hypotheticals are illustrative, we would argue that the analyses
have revealed that very high ROIs can be generated when consumer issues can be readily
resolved and disenchanted customers are prepared to exercise voice, by making a complaint, or
exit the commercial relationship. However, the choice of the counterfactual is crucial in the
computation of the ROI and we generally assume that the counterfactual is based on inaction,
so that the complaints continue. On the other hand, a proactive response may well reduce the
Personnel costs and possibly lead to a negative cost of investment in the CCM process, which
means that an ROI cannot be calculated.
The Hypotheticals highlight the importance of the real-time collection of data about the
incidence and type of complaints being received and rates of retention of customers. Clearly,
prompt and responsive action is required to remedy the issues coupled with processes that
enable organizational learning. The belief that a slow-down in the rate at which complaints
associated with a particular issue are being received is indicative of the complaint not being

Some organisations may assign some costs to the Department which was the source of the
complaints, as a means of imposing discipline. However, in calculating the ROI of CCM, it is in
inappropriate to exclude certain costs, such as those associated with generating a generic
statement about premium increases in Hypothetical 1, which are not directly incurred by
Customer Relations, because otherwise the ROI calculation will be distorted.
26
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serious would be naïve. Customers may be exercising their option to exit the commercial
relationship, rather than making complaints.
Finally, the calculation of ROIs for CCM when the organisation is a public entity remains
challenging given that customer exit is not an option. Typically, the benefits of the CCM process
cannot be quantified in dollar terms. Evidently customers need to be regularly surveyed,
particularly all those who have made a complaint. The treatment of complaints will be
influenced by the public obligations of the organisation. The use and manipulation of Likert
scores from customer surveys needs further exploration together with data that can assist in
better understanding the impact of behavioural change in the context of overall relationships
with government.
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8. Organisational Implications

Hypothetical 1
produced a
ROI of over $10
for every $1
because the
customer’s
feedback was
used to evoke
a significant
organisational
improvement

The ROI calculations for the hypothetical scenarios in Section 7 indicate
that the greatest ROI to the organisation occurs when there is extended
benefit generated. This is illustrated by Hypothetical 1, which produced a
ROI of over $10 for every $1 because the customer’s feedback was used to
evoke a minor organisational improvement which had major
consequences. In this scenario, the customer’s suggestions (which
informed improvements on how customers were communicated with
regarding premium increases) resulted in increased customer satisfaction,
reduced switching behaviour and fewer customer complaints regarding
premium increases. Extended benefit was possible in this scenario because
of the organisation’s progressive complaint culture which facilitated the
marketing intelligence gleamed from complaints to be captured and fed
into the continuous improvement of the organisation’s people, processes
and products.
The extended benefit derived from improvements of the organisation’s
people, process and products, includes benefits such as customer
satisfaction, customer retention, increased CLV, positive WOM and greater
staff satisfaction. These benefits, however, are the most difficult to
measure and monetise. It is evident that many organisations have a
knowledge gap when it comes to identifying, recording and measuring the
extended benefits that can arise from effective CCM.
The measuring and monitoring of ROI is essential for a customer-centric
culture which aims to derive the most value out of customer complaints.
Moreover, the ongoing analysis of the benefit and cost components of ROI
provide important insights into organisational strengths and weaknesses.
Thus, an executive team can view the monitoring of the ROI calculation as
an act similar to taking the pulse of the organisation. The ROI can suggest
where there are areas for improvement and where organisational gains
have been made.
The following recommendations aim to assist organisations in both
maximising their ROI, through the harnessing of extended benefit, and
increasing their ability to measure and monitor their ROI.
i.

Integration of CRM and CCM systems: The two participating
organisations in this study were both hindered from effectively
measuring ROI because of a lack of integration between their CCM
and CRM systems. It was only in the experiment in Section 5.3 that
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complainants’ retention and CLV (after the complaint process)
could be ascertained. This labour-intensive process involved
comparing data in the CRM (such as whether the customer was
retained and what their repurchase benefit was) against data from
the CCM system (such as complaint type and outcome).
In order for there to be a comprehensive view of the benefits of
effective CCM (such as customer retention and increased CLV)
there needs to be an integration of both the CCM and CRM
systems. For instance, such integration would allow for immediate
reporting of whether customers who have complained within a
period have been retained, whether they have increased or
reduced their patronage and even if they have gone on to refer
other customers (when that field of data is captured).

It is
recommended
that in the event
that a new CCM
system is
adopted that a
more
comprehensive
range of data
fields is used

Providing the complaint handler immediate access to CRM data
(such as the number of years of that a customer has been with an
organisation, their previous purchases, previous satisfaction
ratings etc.) would also assist in delivering a more personalised and
empathetic complaint recovery process to the customer.
ii.

CCM systems’ fields of data extended: Current CCM systems
within the two organisations collected limited data, which
restricted their capacity to calculate an accurate ROI. For this
reason, it is recommended that in the event that a new CCM system
is adopted (anecdotally this occurs around every 15 years) that a
more comprehensive range of data fields is used. For each
complaint, these should include:
 Numbers of hours of personnel time incurred
 Departments involved in complaint resolution
 Department that any settlement costs have been attributed to
 Time taken to resolve complaint
 Number of complaints customer has previously filed
 Level of satisfaction after complaint
 Type of complaint response requested by the customer (such as
compensation, immediate service improvement, apology,
assurance that their feedback will be used for organisational
change, clarification of a perceived service failure etc.)27
 Follow-up. (This pertains to any action required to ensure the
service/product failure is avoided in the future. This may

This is particularly important given that around 50% of people complain to encourage service
or product improvements (MORI, 1997 cited in Johnston, 2001).
27
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include the triggering of a root-cause investigation in the event
when the cause of the service failure is unclear.)

It is essential
that the CCM
be monitored
as complaints
can often act
as the first
warning sign of
an operational
problem

iii.

Continual monitoring and senior level reporting and oversight:
Building on from the first two recommendations, it is essential
that the CCM be monitored as complaints can often act as the
first warning sign of an operational problem or looming public
relations disaster, given the propensity for insufficiently
addressed complaints to ‘go viral’ via social media platforms
((Clark, 2013)). Continual monitoring of the CCM, in integration
with the CRM, and consistent analysis of ROI, ensures that the
organisation can be proactive in responding to emerging issues.

iv.

Cross-functional approach towards CCM: Organisations with a
customer-centric culture that see CCM as an opportunity to
receive feedback from and engage with the customer, derive the
most benefit from CCM. When functional teams (from
departments including finance, human resources, operations, IT,
logistics and marketing) all engage with the CCM process the
benefits to the customer and to the organisation are maximised.
A cross-functional approach to CCM ensures that the customer’s
complaint is resolved expeditiously, due to the complaints handler
being assisted in their endeavour to resolve a complaint, no
matter which department/s may be integral in assisting in that
recovery. For instance, if a customer complains about their
experience purchasing a product on the organisation’s website,
the complaints handler may need to involve several functional
teams (such as IT, marketing and logistics) in the service recovery.
If these teams understand and value the benefits of complaints
(such as the feedback provided, opportunity for engagement,
positive WOM and increased CLV) their commitment to assisting
with service recovery will be greater.
Given that obtaining accurate data is crucial in measuring ROI, the
active commitment of functional teams in providing the CCM
department with data on costs and benefits of CCM is of
tremendous value to the organisation.

v.

Involvement of CCM department in strategic planning: An
organisation that views the CCM department as a valuable
functional team and CCM as an opportunity to glean marketing
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intelligence from customers, will also be more likely to involve the
CCM department in the organisation’s strategic planning.
This involvement is essential if extended benefit is to be derived
from CCM. As we saw from Hypotheticals 1 and 2, it is not until
the customer feedback provided during the complaint process is
captured, considered and communicated more widely in the
organisation that potential improvements to people, processes
and products can be initiated.

Timely and
accurate data
can be used to
“engineer-out
the problems”

The analysis of ROI calculations and careful monitoring of the
costs and benefits data is integral to the organisation’s continuous
improvement. Timely and accurate data can be used to “engineerout the problems” (Johnston, 2001, p. 61) and can serve as ‘the
canary in the coalmine’, signalling strategic threats before they
become detrimental.
vi.

A more comprehensive measurement of CLV: Typically
organisations are focused on repurchase benefit of effective CCM,
as it delivers the most tangible and measurable benefit, which link
strongly to organisational profitability. However, CLV calculations
should incorporate purchase-related and non-purchase-related
behaviours in order to capture the full benefit of building a longterm relationship with a customer. To capture such insights,
survey data from complainants could enable a better
understanding of the link between effective complaint
management (i.e. satisfaction) and a range of actual purchase
behaviours (e.g. repurchase, cross-buying, volume sales) and also
non-purchase behaviours (e.g. referrals, co-creation, participation
firm initiatives, helping other customers etc.).

9. Limitations and Scope for Future Research
As discussed, the incomplete data (especially relating to the benefits of
effective CCM, such as CLV, positive WOM and post-complaint
satisfaction) provided by the participating organisations meant that the
final ROI calculations were illustrative in nature and related to
hypothetical scenarios. However, it should be noted limited data
collection in relation to CCM benefits is not unusual as Stauss and
Schoeler (2004) study showed only 12% of organisations in Germany
collect comprehensive benefit data. Future studies would ideally access a
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The positive
ROI illustrations
in this study
clearly
indicate the
substantial
financial
returns to the
organisation
when effective
CCM is
delivered

more comprehensive data set and use actual scenarios. While, this
approach would be ideal, there are difficulties in conducting such specific
empirical studies because of the commercially sensitive nature of many
organisations’ CCM processes. It is for this reason that this study has
omitted much of the cost data provided by the participating
organisations.
Another limitation affecting the accuracy of a ROI calculation is the
difficulty in measuring some of the indirect benefits of CCM. In particular,
positive WOM and consumer advocacy are difficult to gauge, given that
they are often unobservable. In order to measure these benefits, a future
study could research customers’ satisfaction, WOM and advocacy (in the
form of the Net Promoter Score) throughout the complaint and postcomplaint stages.
This study has highlighted the value of extended benefit as an outcome of
effective CCM, however, the extended benefit calculations are based on
hypothetical scenarios. As such, it would be ideal for future research to be
longitudinal, in that it measures the value of extended benefit over a
period of time (ideally at least one year), or retrospective, in that a
current extended benefit is tracked back to a prior complaint. This would
provide a more rigorous ROI calculation.
While this study was informed by the data and CCM processes of two
Australian organisations, an insurance company and a utilities provider,
future research should be extended to other industries. In particular,
research is lacking on the benefits of CCM to public sector organisations
(where repurchase benefit is not applicable) because of the difficulty in
monitoring and measuring positive WOM, compliance and consumer
advocacy. Future studies should focus on monetising these benefits so
that a more comprehensive ROI calculation can be undertaken for public
sector organisations.
Finally, the benefit of staff retention and morale and the resulting
efficiencies (from less absenteeism and higher staff motivation) and
productivity were not captured in this study due to the difficulty in
obtaining the relevant data. This staff benefit is a significant consequence
of effective CCM and of great value to organisations. Therefore, future
research should aim to monetise this benefit in order to calculate a more
accurate ROI calculation.
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10. Conclusion
Demonstrating a return on investment is a growing imperative for all
organisational units and this study makes an important first step in
delivering a framework to assist organisations to verify once and for all
that complaint departments are not merely ‘cost centres’. On the
contrary, the positive ROI illustrations in this study clearly indicate the
substantial financial returns to the organisation when effective CCM is
delivered, particularly when extended benefit (of improvements to
people, processes and products) is generated.
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