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Fast facts
Fast Facts (Newcastle University and SOCAP ROI Project) 

• Customer complaints, if  handled well, can be an opportunity to turn an unhappy 
customer into a customer for life. 

• A 5% increase in customer retention can increase profits by 25-95% 

• A typical business hears from only 4% of  its dissatisfied customers. 

• Seven out of  10 complainants will do business with a company again if  a complaint is 
resolved in their favour. 

• Studies have shown that complainants who do not receive substantive satisfaction 
become more loyal advocates of  the company than people who did not have a complaint 
at all, if  they do achieve psychological and procedural satisfaction in the complaints 
handling process. 



Benefits of complaints to the organisation
Work by Stauss and Schoeler (2004) identified four types of 
benefits of  complaint management: 

1. informational benefit (arising when information from 
complaints is used to improve organisational processes and 
products), 

2. attitude benefit (comprised of the customer’s positive 
feelings towards the organisation if  service recovery is 
achieved), 

3. repurchase benefit (obtained from retaining the customer), 
and 

4. communication benefits (brought about by positive word-of-
mouth and referrals).  



Other benefits of complaints to the 
organisation

ORGANISATIONAL LEARNING
Recent work across industries in manufacturing and services has 
also emphasised the benefits of  organisational learning that can be 
gained from complaint management (Johnston, 2001; Yilmaz, 
Varnali, & Kasnakoglu, 2016), specifically that organisational 
improvements and efficiencies arising from complaint information 
present immediate and long-term benefits for the organisation.

EMPLOYEE MORALE
It has been asserted that a supportive environment for complaint 
handling may be morale-enhancing and thus improve productivity 
and subsequent organisation performance (Yilmaz et al., 2016).



Other benefits of complaints to the 
organisation

CUSTOMER ENGAGEMENT
Important due to the present and financial benefits of  non-
transactional behaviours (such as positive word-of-mouth, co-
creation opportunities and customer feedback for service and 
product improvement). 

CUSTOMER LIFETIME VALUE
Complainant Lifetime Value is underestimated if  non-transactional 
engagement behaviours are not taken into account (Cambra-Fierro, 
Melero-Polo, et al., 2015)



Reasons for complaining behaviour

A service 
failure, a 
critical incident 
or a series of 
critical 
incidents

• ‘Negative 
Surprise’

Economic and 
Non-economic 
Failures

•Economic: eg. 
incorrect pricing 
or defective 
products. 

•Non-economic: 
eg. temporal loss 
(long waiting 
times) or social 
loss (rude 
customer 
service) 

‘Double 
Deviation’

•Failure to 
recover from a 
service failure 
(Bitner et al, 
1990)

Desire for 
service 
improvement
•The 
complainant 
wants the 
complaint to 
drive 
improvement

Culture, personality traits, situational factors are all determinants of the 
likelihood of a dissatisfied customer making a complaint



Types of complaining behaviour
Hirschman (1970) 

VOICE

EXIT •Switching behaviour

NO 
ACTION

•Textually or verbally 

Retaliation was added as an additional option 
for consumers by Huefner and Hunt in 2000. 

•Also termed ‘loyalty’ by Hirschman



Complaining behaviour –
public and private

Day and Landon (1977)’s 
model demonstrates that 
dissatisfied customers may 
complain:

- Publicly (directly to the 
organisation or a third 
party) or 

- Privately (by boycotting the 
organisation or warning 
friends and relatives) 

In the digital age, the private and public voice become 
mingled and distorted when social media channels 

are involved (Tronvoll, 2012)



BENEFITS & COSTS OF COMPLAINTS HANDLING
BENEFITS COSTS

PRIVATE 
ORGANISATIONS

Customer retention, repurchase 
benefit, PWOM, organisational 
improvement

Lost sales/market share, 
customer and staff attrition, 
reputational damage, brand 
damage, compensation, increased 
staffing and operational costs

PUBLIC 
ORGANISATIONS

PWOM, reputational benefit, 
consumer trust, organisational 
improvement 

Reputational damage, reduced 
customer trust, decreased 
engagement, compensation, 
increased staffing and operational 
costs



REASONS FOR COMPLAINING BEHAVIOUR 
– PUBLIC ORGANISATIONS (Brewer, 2007)

Inappropriate 
treatment

Mistakes Unclear or 
Inconsistent 
procedures

Desire for 
service 
improvement

Perceived 
Injustices



COMPLAINANTS’ MOTIVES
– PUBLIC ORGANISATIONS

Corrective 
action

(Bismark et al., 
2006)

Explanation

(Bismark et al., 
2006)

Apology

(Bismark et al., 
2006)

Achieve 
justice

(Friele & Sluijs, 
2006; Walton et 
al, 2014)

Prevent the 
incident from 
reoccurring 

(Friele & Sluijs, 
2006)



CHARACTERISTICS OF COMPLAINANTS
– PUBLIC ORGANISATIONS

Consumer 
Sophistication

Political 
Involvement (Hirschmann, 1970; Tronvoll, 2007)

Social 
Engagement

(Singh, 1990; Tronvoll, 2007)

(Hirschmann, 1970; Tronvoll, 2007)

Higher socio-
economic 

background
(Tronvoll, 2007)



CHARACTERISTICS OF NON-COMPLAINANTS
– PUBLIC ORGS

Vulnerable

Perceive 
futility

(Walton et al, 2014)

Fear negative 
consequences

(Walton et al, 2014)

(Walton et al, 2014)

Lower socio-
economic 

background
(Bismark et al, 2006)

Lack of
Knowledge 

Re. rights & 
alternatives

(Walton et al, 2014)



Defining ‘good’ complaint management

Homburg et al, 
2005; Yilmaz et 

al; (2016) The flexible complaint handling 
processes of the organic approach 
may be better for organisational 
learning 

Cambra-Fierro 
et al (2015) 

Hommburg and 
Furst (2005);  
Yilmaz et al’s 

(2016) 

Timeliness, compensation and 
communications. There must be 
congruency between the loss incurred by 
the complainant and the benefits offered by 
the organisation during the complaint 
handling process

Organisational responsiveness is 
required in the form of organic 
and mechanistic approaches

Johnston
(2001)

Highlighted the factors: clarity, speed, 
consistency, accessibility, usability, 
interactivity, respect, empowered employees, 
using complaints to correct problems and 
focusing on reducing complaint-causation 
factors rather than the number of complaints

The customer must 
feel that they’ve 
been treated fairly: 
procedural justice, 
distributive justice 
and interactional 
justice



Australian 
Standard  



ISO International Standard
The International Standard for Complaints Handling 
ISO10002-2004 stipulates nine guiding principles: 

1. visibility, 
2. accessibility, 
3. responsiveness, 
4. objectivity, 
5. no charges, 
6. confidentiality, 
7. customer-focused approach, 
8. accountability, and
9. continual improvement
(Dee, Karapetrovic, & Webb, 2004). 



AS/NZS 10002:2014
• AS/NZS 10002 :2012 Complaint Management Guideline

• The new Standard was published in late October 2014. It is not an update of  
the 2006 Standard but a comprehensive rewrite transforming it from a 
complaint handling to a practical complaint management guideline. More 
importantly it contains a number of  new requirements and lists specific 
obligations for senior roles in your organisation including the Chief Executive

• It contains a number of  new requirements and lists specific obligations for 
senior roles in every organisation including the Chief Executive. Importantly 
the Standard now requires escalation of significant complaints and the 
associated systemic issues to the senior executives of the organisation.

• Complaint Standard AS/NZS 10002:2014 covers most industries in the private, 
as well as public sectors. Various Codes, Regulator terms of reference, ASIC 
guidelines and legislation require organisations to meet the requirements of  
the prevailing Standard.



The Standard outlines specific responsibilities for:
• CEO
• Manager
• Operations Manager
• All Staff

Key changes in AS/NZS 10002: 2014 
Staff responsibilities 



Some items to consider in relation to the Standard 

• Complaint handling manual
• Complaint policy/Terms of Reference
• Brochures
• Product Description Statements
• Website and Intranet
• Position Descriptions



$ How do you cost and value a complaint?



Costs
Personnel costs 

Administration costs 

Communication costs

Compensation costs

Reputational costs

Escalation costs (including ombudsmen, 
tribunal and legal fees)



Benefits
Repurchase value

Increased stock value

Customer retention

Staff retention

Customer Lifetime Value

Customer advocacy and 
referral benefit

Process, service, people improvements

Decreased escalation rates to third-party 
agencies



CHALLENGES

How do we attribute
monetary values to benefits?



ROI Equation 
for private
organisations

INFORMATION

ATTITUDE/
COMMUNICATION

REPURCHASE

PERSONNEL

COMMUNICATION

ADMINISTRATION

SETTLEMENT

ESCALATION

MINUSBENEFITS COSTS



ROI Equation 
for private
organisations

ROI Equation 
for public
organisations

INFORMATION

ATTITUDE/
COMMUNICATION

PERSONNEL

COMMUNICATION

ADMINISTRATION

SETTLEMENT

ESCALATION

MINUSBENEFITS COSTS

REPURCHASE

COMPLIANCE



ROI Equation 
for public
organisations

Annual ROI 
Algorithm 

TOTAL COSTS

NET BENEFITS
X 100

(WHERE NET BENEFITS = TOTAL BENEFITS – TOTAL COSTS) 



SCENARIOS…
ROI was calculated using some hypothetical 
scenarios using company data and estimates 
based on the literature



HYPOTHETICAL SCENARIO A: INSURANCE 
COMPANY EXAMPLE
Cost of CCM
Indirect Costs
Personnel: 37.5 hours@ $42 per hour +30% oncosts – 25 hours (reduced 

number of complaints) = 12.5 hours
$687.67

Communication: $1,000.00
Administration: Office space and equipment is $237.73 per staff member per 

week (12.5 hours). 
$79.24

Staff Recruitment & 
Training:

No additional training, so imputed cost of $3.52 per complaint $3.52

FoS membership fees Per complaint $17.39
Total Costs $1787.82
Benefits of CCM
Repurchase: MN∆p = $100*100,000*0.002 $20,000
Total Benefits $20,000
ROI 100*(Benefits – Costs)/Costs = 100*(20,000-1787.82)/1787.82 1018.7%



SCENARIO A 
ROI



Human 
dimension of  
complaint
handling and 
staff  welfare



Ascent of Complaint Handler



Hazards of complaints handling 
professional role

Many factors can impact on the 
wellbeing of  people who deal 
with people each day, creating 
significant emotional wear and 
tear on the worker.
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