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ABSTRACT
MARKETING INTELLIGENCE APPLICATIONS OF UNSOLICITED

CONSUMER COMPLAINT INFORMATION FOR LARGE CORPORATIONS:
A STUDY OF THE MAJOR HOUSEHOLD APPLIANCE INDUSTRY

by William Howard Brannen

Management can use information feedback from the
market to adjust a firm's behavior to its constantly
changing market environment. Marketing intelligence is
derived from unsolicited as well as solicited information
flows from consumer to firm. The purpose of this thesis
was to investigate marketing intelligence applications of
unsolicited consumer complaint information for large cor-
porations. It was hypothesized that unsolicited consumer
complaints (a) potentially and (b) actually provide a
source of marketing intelligence for marketing management.

The basic research design was the descriptive case
study method. Studies of the consumer complaint market-
ing intelligence practices of eight selected major house-
hold appliance manufacturers provided evidence for testing
the above two hypotheses. These studies included (a)
structured and unstructured personal interviews with
company executives and (b) observation of company records
and procedures for processing complaint information. A
theoretical background for the study was provided by a
functional theory of marketing information and by a

review of the available consumer complaint literature.



William Howard Brannen

Evidence from case study findings was used to
determine if the selected manufacturers did or did not
use unsolicited consumer complaints as a source of
marketing intelligence. The usefulness of complaint
intelligence and its unique advantages and limitations
were analyzed.

The findings support both hypotheses. Several
examples of marketing intelligence application of infor-
mation from unsolicited consumer complaints were found
for the case study companies. The principal area of
application was product management. Distribution channel
control and evaluation was also frequently mentioned as
an area of application. Complaint intelligence was
often used to apprise marketing management of the exis-
tence and severity of a problem. Unsolicited consumer
complaints can and do act as an effective marketing
information feedback mechanism for marketing management.

A practical result of the research was the state-
ment of recommended manufacturer practices for handling
unsolicited consumer complaints for marketing intelli-
gence purposes. Topics covered included (a) organization
for centralized complaint receiving and handling, (b)
classification and management reporting of complaint
information, and (c) methods for evaluating the repre-
sentativeness and significance of consumer complaint

information for marketing intelligence purposes.
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GENERAL INTRODUCTION TO THE STUDY

If in a free market a market segment is not satis-
fied, the firm's marketers must become aware of this
dissatisfaction, preferably before the dissatisfaction
results in lost sales, in order to correct the situation.
In the open marketing system, necessary feedback infor-
mation or marketing intelligence may be gained from
(a) actively soliciting such information from the market,
(b) taking advantage of that information which flows to
the firm without solicitation, or (c) a combination of
the above two forms in which all potential sources of
marketing intelligence are utilized to their optimum
points, and in which alternate sources supplement and
verify each other to produce the optimum marketing
intelligence total.

The two hypotheses of this study are that unsolic-
ited consumer complaintsl (a) potentially and (b) actually
provide a source of marketing intelligence for marketing
management. The hypotheses apply to manufacturers of

consumer goods, more specifically to manufacturers of

1An unsolicited consumer complaint, sometimes re-
ferred to in this report as a consumer complaint or a
complaint, is a voluntary expression of consumer dissat-
isfaction communicated to the manufacturer.







major household appliances,2 and in particular to those
major household appliance manufacturers described. To
support the hypotheses, the study offers empirical case
study data from eight major household appliance manufac-
turers about consumer complaint marketing intelligence
collection, handling, analysis, reporting, and marketing
application.

From an analysis of the case study findings and
the literature, conclusions are drawn about the hypotheses
and other consumer complaint matters. A practical result
of the study is the program of recommended manufacturer
practices for handling unsolicited consumer complaints

for marketing intelligence purposes.

2Major household appliances, often referred to as
"white goods™ within the industry, are those electrical
and other nonportable instruments intended primarily for
use in the home for the performance of some household
chore.







CHAPTER I

THEORETICAL BASIS FOR THE STUDY

Introduction to the Chapter

The purpose of this chapter is to provide a theoret-
ical framework which will give meaning and perspective to
the empirical case study findings of later chapters. The
thesis of this paper treats information from unsolicited
consumer complaints as one-form of marketing intelligence;
ie., as a part of the-marketing information feedback sys-
tem. In so doling, the systems approach is used to show
relationships between consumer complaints and other
aspects of the marketing system.

The systems or functionalist theory proposed in this

chapter is also known as the holistic approach or the

holistic-dynamic approach. Wroe Alderson says, "Func-

tionalism is that approach to science which begins by
identifying some system of action, and then tries to de-
termine -how and why it works as it does. Functionalism
stresses the whole system and undertakes to interpret the
parts in terms of how they serve the system.”l Thus, both

the structure and function of the systems are to be

lwroe Alderson, Marketing Behavior and Executive
Action (Homewood, Illinois: Richard D. Irwin, Inc., 1957),

p. 16







considered from the point of view that function determines
structural form.

In order of presentation, briefly described are (a)
the marketing system, (b) the information system, and (c)
the marketing information system. Within this marketing
information framework, a detailed functional and struc-
tural analysis is made of the unsolicited consumer com-

plaint as a form of marketing intelligence.

A Systems Approach

The Marketing System

In this portion of the chapter, the marketing sys-
tem of the firm is briefly described as a subsystem of
the total business system of the firm. Conceptually, the
firm's marketing System extends beyond its legal bound-
aries to include marketing intermediaries such as whole-
salers and retailers, ultimate consumers, and facilitating
agencies.

The marketing system which follows i1s an open sys-
tem. Staudt and Taylor show by using the famous furnace-
thermostat analogy of the information theorists that the
marketing system cannot be a linear system, cannot be a
closed-circuit system, but must be a system which is both
circular and open. Their reasoning i1s summarized as
follows:

In summary, a marketing mechanism is needed

which not only maintains a reasonable state of
adjustment to the existing over-all market






environment (single thermostat in the house), but
which also takes account of the varying needs of
particular market segments (a thermostat in various
quarters of the house), and which can anticipate
impending outside events or forces which should be
taken into account (outside thermostat). A market-
ing system must be of this sort because all the
forces which influence the system cannot be "inter-
nalized"--that is, outside factors over which the
firm has no control will inevitably influence the-
character of its marketing effort. Consequently, a
circular-flow system is needed that can best be
characterized as an open-circuit feedback system.

The primary function of the marketing system may be
stated as, "to translate potential demand into company
sales, to facilitate the timely delivery of goods and ser-
vices to markets so as to create the greatest consumer sat-
isfaction at the largest total profit for the firm, and to

support and reinforce company marketing systems so that

they survive, adapt to change, function efficiently, and

5£_E-”3 This is more specifically and meaningfully ex-
pressed in terms of the functions of marketing which are
the market delineation, purchase motivation, product ad-
justment, physical distribution, communications, trans-

action, and post-transaction functions.u Other groupings

2Thomas A. Staudt and Donald A. Taylor, A Manage-
rial Introduction to Marketing (Englewood Cliffs, New
Jersey: Prentice-Hall, Inc., 1965), p. 17.

3william Lazer and Eugene J. Kelley, "The Systems
Approach to Marketing," Managerial Marketing: Perspectives
and Viewpoints, eds. William Lazer and Eugene J. Kelley
(Homewood, Illinois: Richard D. Irwin, Inc., 1962), p. 192.

bstaudt and Taylor, pp. 25-26.






of the functions of marketing are also available.?

The structure of the marketing system may be briefly
described in terms of the following four main component
subsystems: power, communication, inputs and outputs, and
internal and external adjustments.6 The power subsystem
evolves directly from the factor of relative status or
position within the system and power imposes a pattern
upon the use of energies of participating members. Com-
munication, consisting of the transmission of a series of
signs or signals and their interpretation by a recipient,
is discussed in the next section. Inputs and outputs
give the marketing system the characteristics of an oper-
ating system. The factors of production are combined as
inputs in order to obtain utility as the output of the
marketing system. The subsystem of internal and external
adjustments is the mechanism which takes into account the
fact that the balance between the marketing system and its
environment may change. In order for the marketing sys-
tem to properly adjust to its environment, good marketing
intelligence, or open-circuit feedback, 1s needed to pro-
vide constant surveillance of the market. The marketing

system must be able to properly adapt because the market

5See E. D. Mc Garry, "Some Functions of Marketing
Reconsidered," Theory in Marketing, ed. Reavis Cox and
Wroe Alderson (Homewood, Illinois: Richard D. Irwin, Inc.,

1950), pp. 263-279.
6Alderson, p. 35.




holds at least a veto power over the entire system.

The above brief description of the marketing system
and the following comments on the information system are
intended to provide some background for an understanding
of the marketing information system and the marketing
intelligence subsystem, including one of its components,

consumer complaints.
The Information System

Information Theory

Communication or information theory, pioneered by
Dr. Claude Shannon! and Norbert Wiener,8 has developed
since the start of World War II. The theory (a) treats
communication as a problem in statistics, (b) focuses
attention on the large-scale, or overall, aspects of com-
munication, (c) provides a unit of measurement for the
amount of information in classes of messages, (d) shows
how the maximum rate of transmitting error-free infor-
mation over any system can be computed, and (e) divides
the information system into several components; namely, a

source, a transmitter, a channel into which noise enters

7Claude E. Shannon and Warren Weaver, The Mathemat-
ical Theory of Communication (Urbana: The University of
I1linois Press, 1904), (Previously published by Shannon in
other form).

8Norbert Wiener, Cybernetics (New York: John Wiley
& Sons, Inc., 1948).




along with information, a receiver, and a destination.9

The information theory outlined above and described
in detail by Shannon and Wiener is a mathematical, rather
than a general, theory of information. It has; however,
been applied in a nonmathematical manner in various at-
tempts to construct information theories applicable to
several different disciplines. Considerable debate exists
among information theorists as to the legitimacy of such
an approach. Communication (information) problems exist
at three levels; namely, (a) the technical level, which
deals with the accuracy of transmitting the symbols, (b)
the semantic level, which deals with how precisely the
transmitted symbols convey the desired meaning, and (c)
the effectiveness level, which deals with how effectively
the received meaning affects conduct in the desired way.
Shannon and Weaver contend that the three levels of pro-
blems overlap in such a way that the mathematical theory
which is intended for the technical level can properly be
generalized to all three levels.l0 The popular refutation
to this position is a book by Colin Cherry.ll The po-

sition taken in the present chapter is that a general

9adrian M. Mc Donough, Information Economics and

Management (New York: Mc Graw-Hill Book Company, Inc.,
1963), pp. 45-46.

10shannon and Weaver, p. 4.

1lcolin Cherry, On Human Communication (New York:
Science Editions, Inc., 1961).
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theory of information or communication does not exist at
the present time, but that Wiener, Shannon, and others
certainly formed the basis upon which current communi-

cation models and systems can be built.

Communications Model

The words communication and information are used

interchangeably for present purposes, especially when
used as adjectives to describe the system. 1In addition,

communication may be thought of as a process and infor-

mation as that which is transmitted by this process.

The systems model presented here can be used for
either mass or interpersonal communication. Basically,
the model 1s a nonmathematical version of Shannon's
theory with some slight changes by various other authors.
Staudt and Taylor,12 using Berlol3 as a source, diagram
a model similar to the one presented below.

The structural components of the information system
are noise, the information source, a message, the encoder
(encoding), the message channel, the decoder (decoding),
the receiver, and feedback. The function of the infor-
mation system is to serve the system of which it is a
subsystem. In other words, it 1s not an end in itself,

but exists to perform a function in a larger system, for

123taudt and Taylor, p. 355.

13pavid K. Berlo, The Process of Communication (New
York: Holt, Rinehart, and Winston, 1961), p. 31 ff.
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example, a marketing system. Communication facilitates
subsystem interaction in order that the goal of the over-
all system may be achieved. Specific ends of a specific
information system (the consumer complaint form of mar-

keting intelligence) are mentioned in a later section.

Fig. 1l.--Communications model

AN MM AN
Encodingt—>|Message— | Decoding
Channel

Feedback
/NN

—> Message
v Noise

Noise is an undersirable structural component of
the communication system. Noise originally referred to
those unwanted additions which are added to the signal
but are not intended by the information source.14 Exam-
ples of this engineering usage of noise are static and
television picture distortion. The concept of noise has
been extended to include all factors which serve to dis-
tort a message or reduce its fidelity. Such factors are
audible sound, a distraction, a misinterpretation, dif-
ferent meanings assigned to the same word by different

people, mind wandering, etc. As is shown in the diagram

lhghannon and Weaver, pp. 7-8.
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of the communication system, noise can occur anywhere in
the system.15

According to the information theorists, the infor-
mation source selects a desired message out of a set of
possible messages,l6 In all human communication, the
source is the person or group of persons with a purpose
for engaging in communications. The purpose of the source
must be expressed in the form of a message. The message
is translated into code, or a systematic set of symbols,
by an encoder. For example, 1in human communication, the
vocal mechanism of the source may act as the encoder. A
message exists in a message channel which acts as a medi-
um or carrier. For communication to occur, somebody (a
receiver) must be at the other end of the channel to
listen, read, etc. The receiver does not receive the
message directly. The message first passes through a
decoder which puts it in a form which the receiver can
use. Fidelity of transmission 1s affected by at least
four kinds of factors which exist in the source and re-
celver. These are communication skills, attitudes, knowl-
edge levels, and position within a socio-cultural sys-
tem. 17 Upon reaching the receiver, information feedback

may traverse the same channel or use a different channel.

15staudt and Taylor, p. 35..
16Shannon and Weaver, p. 7.

17Ber1o, p. 30 ff.
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The Marketing Information System of the Firm

Feedback can exist within an information system.
Also, an information system, acting as a subsystem of the
marketing system, can perform the feedback function for
the marketing system of the firm. When a communication
system incorporating feedback is in operation, communi-
cation messages are actually flowing in at least two di-
rections. In marketing terms, communication originates
with either the marketing management or with the consumer
acting as information source. When marketing management
is the source, the consumer is the recelver, and vice
versa. In each case, the messages from the receiver may
be regarded by the information source as feedback. There-
fore, to adequately represent the two-way flow in the mar-
keting situation requires a set of two models; namely,
one in which marketing management is source and consumer
is receiver, and one in which consumer 1s source and mar-
keting management is receiver.

However, the two-model scheme i1s also highly over-
simplified in comparison to the actual marketing infor-
mation system because in actual practice there are many
messages being sent by many marketing sources to many dif-
ferent marketing receivers. The possible combilnations
are limited by the total number of marketing messages,
institutions, intermediaries, people, etc. It is not
practical to construct a systems model which includes all

the possibilities of combinations, and the previous model
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can be used to help explain each of these individual pos-
sible combinations. It must be remembered; however, that
these combinations do not exist independently of each
other. They interact interdependently to form an overall
marketing information system of the firm. Some of the
possible combinations which may be fit into the general
information systems model are shown in the two following
figures. Only a few of the myriad possible combinations
are included, and the realization of this fact immediately
leads the author to the conclusion that the only possible
comprehensive information systems theory is one of a math-
matical nature as proposed by Shannon and other infor-
mation theorists.

The two figures, Figures 2 and 3, list series of
items which may in any particular marketing communi-
cation be used as information source, encoder, message
channel, decoder, and receiver. Any single marketing
communication, whether from firm to consumer as in Fig-
ure 2 or from consumer to firm as in Figure 3 in its
direction of flow, has an information source, encoder,
message channel, decoder, and receiver. A complete com-
munication of information either from marketing manager
to consumer or from consumer to marketing manager would
probably necessitate the stringing together of several of
these listed, and perhaps some unlisted, possible combi-

nations.
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Fig. 2.--Some possible combinations for the information
systems model when the messages go from firm to consumer

——
—

_INFORMATION SOURCES:

MARKETING MANAGER sales mgr., advertising mgr., ad-
vertising agendy, marketing research mgr., product

planning mgr., sklesman, wholesaler, retailer, opinion
leaders, etc.

N\

ENCODERS :
Speech mechanism, writinX mechanism, typewriters, sec-
retaries, copilers, copywrNers, etc.

MESSAGE CHANNELS:
Radio, television, telephone, tedgraph, newspapers,
magazines, films, office memos, leXters, etc.

N\

DECODERS:
Listening mechanism, reading mechanism, eXc.

AN

RECEIVERS:
Sales mgr., advertising mgr., advertising agenc mar-
keting research mgr., product planning mgr., salegman,
wholesalers, retailers, opinion leaders, etc., and

CONSUMER

In summary, the general framework of the problem
area 1is concluded at this point. Ideas from both the
marketing system and the information system have been com-
bined to describe the marketing information system of the
firm. The remainder of this chapter deals with the spec-
ific consideration of unsolicited consumer complaints as
a form of marketing intelligence; ie., the feedback portio

of the marketing information system from the point of
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view of the firm.

Fig. 3.--Some possible combinations for the information
systems model when the messages go from consumer to firm
(feedback from point of view of firm)

INFORMATION SOURCES:
opinion leaders, retailers, wholesalers,
product planning mgr., marketing research
mgr., adveytising agency, advertising mgr., sales mgr.,

ENCODERS :
Speech mechanism, Writing mechanisms,

typewriters, sec-
retaries, copiers, &tc.

MESSAGE CHANNELS:
Letters, telephone, telegraph, office memos, news-
papers, messenger boy, etc.

DECODER;>\h
Listening mechanism, reading mechanism, etc.

RECEIVERS:
Opinion leaders, retailers, wholesalers,
product planning mgr., marketing research
tising agency, advertising mgr., sales mgr.,vetc., and

MARKETING MANAGER
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Functional Analysis of Complaints and the
Marketing Intelligence Subsystem

Introduction

Information is not an end in itself. 1In this
section, one type of information; namely, marketing in-
telligence, and especially the unsolicited consumer com-
plaint as a form of marketing intelligence, is examined
as a means to specifically stated ends. This same means-
ends relationship is examined later in the study in terms
of the case study findings.

A large portion of that part of the marketing infor-
mation system which flows from the consumer to marketing
management may be regarded as a marketing intelligence

system. Marketing intelligence i1s used here to mean a

broader and more inclusive term than the narrow usage of

the term marketing research. "It incorporates all useful

marketing information, whether systematically obtained by
objective research and experimentation, derived from
mathematical manipulation of data, or generated by other
means of surveillance, reconnaisance, monitoring, and
reporting.”18
Perhaps marketing intelligence is simply another

name for marketing research, broadly defined. However,

use of the term does emphasize multi-source information

l8Ralph S. Alexander and Thomas L. Berg, Dynamic
Management in Marketing (Homewood, Illinois: Richard D.
Irwin, Inc., 1965), pp. 500-501.
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for marketing control purposes. This is summarized as
follows:

Success in the entire marketing intelligence
function depends largely upon the prompt, efficient,
and rational assembling of scattered and heteroge-
neous bits of information into a complete structure
of decision premises and situational variables
which will adequately support a total marketing
effort. This, in turn, depends upon an adequate
cross section of intelligence sources and infor-
mation types. There is great danger in unduly
stressing a single source or type of information:
it may be as garbled and unrealiable as a rumor
mill and will rarely provide the depth and range of
material that is essential. Additional sources are
required to fill intelligence gaps, and multiple
sources can serve (a) as cross-checks on each other
to verify reliability, (b) as benchmarks to reveal
the true significance of isolated bits of data, and
(c) as a means to discover important relationships
between different kinds of marketing information.19

The Marketing Intelligence Function
of Consumer Complaints

As a form of marketing intelligence, the consumer
complaint is involved in management's performance of a
function of marketing; namely, the post-transaction
function. This function of marketing recognizes that
feedback after the sale is essential. The function is

concerned with "

assuring the satisfaction of the
product in use and the follow-through activities which
provide feedback for more effective performance in the

continuous functioning of the marketing system."20 The

specific ends for which consumer complaint marketing

191pbid., pp. 518-519.

20staudt and Taylor, p. 26.
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intelligence serves as a means are discussed in later

chapters.

Traditional Approaches to Consumer Complaints

Business firms seem to display three basic attitudes
toward consumer complaints. These may be called the
nuisance approach, the public relations approach, and the
marketing management approach. The first regards con-
sumer complaints as a necessary evil of doing business.
Commentators frequently suggest that this approach should
be avoilded in favor of the public relations approach.
The public relations approach, which is the one usually
recorded in the literature, regards complaints as an area
of public relations or customer relations in which the
firm must say and do certain things to maintain goodwill
of the immediate customer who 1s complaining. The mar-
keting management approach, probably more common in prac-
tice than is currently recognized and reported in the
literature, incorporates the possibility of the above two
traditional approaches but goes on to recognize the con-
sumer complaint as a form of marketing intelligence.

Introductory marketing textbooks are practically
void of any mention of complaints from consumers or other
customers. This absence may perhaps be explained away by
the general approach taken in some introductory texts.
Or, it may be that too many other marketing concepts are

deemed more important so there simply isn't room for
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mentioning complaints. Marketing management texts devote
slight attention to complaints. Alderson mentions cus-
tomer complaints while discussing the marketing approach
to quality control and the customer service approach to
research.2l

Attention 1s given consumer complaints in retailing
texts. The complaint discussion, usually a part of a
broader discussion on customer services, treats such pub-
lic relations aspects as the costs, practices, organi-
zation, policies, and procedures for handling complaints,
returns, and adjustments. Practical research studies
have also been carried on at the retail level of distri-
bution on the subject of complaints.22 The fact that re-
tailing texts devote considerable attention to complaints
may partially at least be explained by the practical ori-
entation of these books. The closeness of the retailer to
the consumer, along with the attitude that the "customer
is always right" of many department and other stores, may
also account for more emphasis on complaints. The prin-
cipal emphasis in the retailing literature is the cus-
tomer relations or public relations approach. However,
the retailing literature does go beyond the public re-

lations approach and into the marketing management

2lplderson, pp. 447, L62.

22For example, George Plant conducted a study of
complaints for the National Retail Merchants Associlation
and Jules Labarthe reports complaint findings of retail
testing laboratories. See bibliography for citations.
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approach in discussing causes of complaints, analysis and
control of complaints, etc.

In a previous section, the suggestion was made that
marketing intelligence may be the same thing as marketing
research broadly defined. Consumer complaints are con-
sidered in this paper to be a form of marketing intelli-
gence. However, consumer complaints as such are not dis-
cussed extensively in most marketing research texts. If
complaints are mentioned at all in marketing research
books, they are treated as one of many forms of company
records or internal data. Total attention given to com-
pany records is also somewhat limited in marketing re-
search texts. External data has traditionally received
more attention and it probably provides more interesting
reading.

Salesmanship and sales management books quite often
contain brief discussions about complaints. This in-
cludes consumer complaints but usually emphasizes com-
plaints of industrial buyers. Most of these books follow
the public relations approach. The main topic of dis-
cussion is how complaints can be handled so the company
salesman can secure future orders. Marketing textbooks
in other areas such as advertising, public relations,
wholesaling, etc. are relatively void of any mention of
consumer complaints.

Sales Management and Printers' Ink magazines are

major sources of consumer complaint articles in the
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periodical literature. Here, as 1in other periodicals, the
main emphasis is on the public relations approach in han-

dling complaints.

Selected Examples of the Public Relations Approach
A few articles using the public relations approach
may be cited to show the emphasis upon maintenance of
goodwill among the complainants.

1. A writer in Sales Management advocates the sales

approach rather than the legal approach in handling com-
plaints. Six rules are given for restoring friendly
relations.23

2. In another article, the five rules given for writ-
ing adjustment letters are (a) answer complaints prompt-
ly, (b) be courteous, (c) make allowances cheerfully,
(d) avoid arguments, and (e) make good with deeds .2l

3. A third article describes the system used for
handling complaints at Allied Radio Corporation, a mail-
order distributor of electronic parts. Allied views com-
plaints as opportunities to hold present customers and

gain referal business.2d

23Hector Lazo, "Be Fair, Be Prompt, Be Human in
Handling Complaints and Adjustments,'" Sales Management,
LXVIII (May 1, 1952), 80-8L.

2lgerbert W. Green, "When Your Customer Is Sore, Be
Quick, Be Courteous, Be Fair," Sales Management, LXVII
(August 1, 1950), 58-62.

25Kenneth E. Clair, "Customer Complaints: Problem
or Opportunity?" Public Relations Journal, XVIII (May,
1962), 25-26.
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4. A brief article by an advertising executive
claimed that his consumer complaint letters did not evoke
responses from many companies and that some companies
which did respond lost much potential public relations
value by answering late, etc.26 Two succeeding issues of
the same magazine carried rebuttals in which company
presidents and other top execuitves of various companies
claimed to be doing a good public relations job in han-
dling complaints.

Other examples could be cited; however, the above
are sufficient to demonstrate that the main concern of
this approach is to treat complaints as positive oppor-
tunities to create good customer relations. The market-
ing management approach described below goes one step
further.

Examples of the Marketing Management
Approach to Complaints

The marketing management approach emphasizes the
marketing intelligence aspects of consumer complaints.
This approach to complaints is relatively unreported when
compared to the traditional nuisance and public relations
approaches. To the knowledge of the author, no compre-
hensive studies are available which treat unsolicited con-
sumer complaints as a source of marketing intelligence.

However, some of the following examples do comprehensively

26Lawrence Mc Cracken, "So I Wrote the Company Pres-
ident a Letter," Printers' Ink, CCXXXIV (February 16, 1951),
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cover some of the more-limited aspects of this approach.
The articles deal with complaints of ultimate consumers
and other users.

Two scholarly-written articles were found which
cite similar statistical techniques for determining
specific causes of complaints.27 These authors treat
complaints as information feedback to management leading
to investigation of possible problem areas. Their method
is essentially an adaptation of a statistical quality
control method. One of these authors says of the method:

This simple and reliable technique provides
an objective decision rule by which to determine
when the observed variation in the rate of consumer

complaints may be considered assignable to some f

specific cause, and when it may be considered to

arise from chance or common causes. Identifi-

cation of a specific cause is much simpler than

identification of a common cause. Similarly, re-

moval of specific cause is much the easier of
the two.?2

Professor Samual Myers regards the data compiled by
testing laboratories concerning consumer complaints as a
source of information for producer guidance concerning

consumer demand.29 His article deals primarily with

2Tym. A. Mac Crehan, "Watch Your Customer Com-
plaints," American Machinist, XCIII (June 30, 1949),
67-70 and Jean Namias, "A Method to Detect Specific
Causes of Consumer Complaints," Journal of Marketing

Research, I (August, 1964), 63-68

28jean Namias, "A Method to Detect Specific Causes
of Consumer Complaints," Journal of Marketing Research, I
(August, 1964), 63.

29samuel L. Myers, "Consumer Complaints: A Source
of Information for Producers," American Dyestuff Reporter,
(March 6, 1961), pp. 25-28, 51.
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consumer complaints on textiles which result in laboratory
testing for laundries, drycleaners, department stores,
mail-order houses, and manufacturers.

Quality and other complaints are discussed in the

Quality Control Handbook.3° The practical chapter de-

scribes how complaints can be used as a source of infor-
mation. Included is a discussion of significance of com-
plaints, effect of unit price and time on complaint rate,
and the processing of complaints.

Other articles report how specific companies employ
the marketing management approach to complaints. For
"

example, The Detroit Edison Company has a system for "in-

ventorying" customer complain‘cs.3:L Another article de-
scribes the uses of packaging complaints by several manu-
facturers.32 A brief article describes the benefits re-
ceived by Ford and by Beech Aircraft from the ways in
which they use complaints.33 Ideas from many of the
sources cited above are incorporated into this paper in

later sections.

30Joseph M. Juran, Quality Control Handbook (New
York: Mc Graw-Hill Book Company, 1962), pp. 12-1 to 12-15.

31E. 0. George, "Inventorying Customer Contacts,"
Edison Electric Institute Bulletin, XXVII (May, 1959),
199-200.

32"How Do You Handle and Benefit from Packaging
Complaints?" Modern Packaging, XXXIV (May, 1961), 63-64.

33"yse Your Customers' Complaints," Steel, CXXXVII
(February 13, 1956), 105.






R T e

25

The sparse literature available on the marketing
management approach to consumer complaints indicates a
need for the present research. Some important unanswered
questions about complaints as a form of marketing intel-
ligence include: How significant is a single complaint?
Of what population are complaints representative? What
kinds of information can be gained from complaints? To be
used for what purposes? How can the intelligence function
be best performed? Answers to these and to other ques-
tions must be sought.

Relationship of Complaint Management to Various
Functional Areas of Marketing Management

Marketing management is sometimes, for purposes of
convenience, conceptually divided into such areas as ad-
vertising, marketing research, salesmanship, etc. Below
are considered such possible divisions as service, mar-
keting research, quality control (in a broad sense), and
others. Complaints relate to these areas in particular
ways.

If the product of the manufacturer may require ser-
vice after the sale, such as in the case of major house-
hold appliances, a special service department or customer
service department may exist to administer such service
even though the actual service is not performed by the
manufacturer. Complaints can be caused by the servicing
as well as the sale of the product. The possibility of

generating complaints from the performance of service is
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illustrated by the recent rise in the number of complaints
of automobile owners caused by the failure of dealer ser-
vicing to keep pace with expanded new car sales and ex-
tended warranties.3u However, the more basic relationship
between consumer complaints and service is that the ser-
vice department is often used to handle and correct a
complaint situation regardless of the initial cause. The
service department seems to be a logical choice for han-
dling consumer complaints, at least from public relations
and technical points of view.

A relationship between marketing research and con-
sumer complaints is illustrated by the similarity of in-
formation each may produce and by the fact that many mar-
keting research activities such as consumer surveys act
as a stimulus to consumers and result in an increased
number of complaints, although such complaints are not
strictly unsolicited. Information from traditional mar-
keting research activities and from complaints may or may
not be used in an integrated way.

Some, but not all, consumer complaints are quality
complaints. It is admitted by many manufacturers that
they do not produce the highest quality product which is
possible from an engineering point of view. Manufac-
turers state that most customers could not afford the high

price that would be necessary. If a manufacturer uses a

34The Wall Street Journal, October 11, 1965, pp. 1,

19.
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marketing approach to quality control to arrive at the
right qualities for the markets he is serving, he should
expect some quality complaints, but not very many. An
orderly method of recording, analyzing, and servicing
complaints is a starting point for specifying realistic
quality requirements.35

Complaints also relate to other areas. Sales must
overcome sales resistance from complaints. Overselling
and misleading advertising bring about complaints. Sales
training and product planning attempt to reduce com-

plaints. Other relationships also exist.

Organization for Marketing Intelligence f

In view of the many relationships of consumer com-
plaints to the various functional areas of marketing man-
agement, and in view of the traditional approaches to
consumer complaints in industry and the literature, it
seems unlikely that optimum information can be gained and
used from the consumer complaint source in the absence of
a definite and organized effort to gain such marketing
intelligence. One organization plan for intelligence
services, of which marketing intelligence from consumer
complaints is one small part, is suggested by Kelley:

The Vice President, Intelligence Services, has
six departments reporting to him: marketing re-

search, economic research, market data, administra-
tive data, internal information, and reports. The

35A1derson, p. 447.
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library could be made a separate department (the
seventh), or could be put under market data.

In addition, a Special Projects Department
might be added. This would undertake special re-
search, involving covert sougces of information,
both internal and external.3
Other organizational possibilities exist. More is

said on the optimum method of organizing the marketing
intelligence function under the marketing management
approach to consumer complaints. First, the structural
components of the consumer complaint form of marketing
intelligence are considered.

Structural Analysis of Consumer Complaints and
the Marketing Intelligence Subsystem

Introduction

In a previous section, the structural components of
any communication system were listed as source, encoder,
message channel, decoder, receiver, message, noise, and
feedback.

The consumer complaint flow of marketing communi-
cation is here divided into two stages or phases for pur-
poses of analysis. Conceptually, the two phases are (a)
from the consumer-source to the customer relations portion
of the company and feedback to individual consumers and
(b) from customer relations to marketing management and

general feedback to the market. The first phase is a

36william T. Kelley, "Marketing Intelligence for
Top Management," Journal of Marketing, XXIX (October,
1965), 21.
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recognition that the sole purpose, from the point of view
of the company, of handling consumer complaints is not
simply the marketing intelligence purpose. The company
cannot afford to neglect the public relations function.
Combinations other than the two-phase process described
here are also possible. However, the two-phase de-
scription seems to be a reasonable approximation of the
common situation in which the marketing management of a
company delegates the performance of certain functions
(such as the public relations handling of complaints) to
subunits of the organization (such as the customer re-
lations portion of the service organization). If the
marketing intelligence function of the second phase is to
be performed efficiently and effectively in practice, the
present conceptual division must not be regarded as an
attempt to exclude cooperation in performing both the
public relations and marketing intelligence functions.

In other words, even though the two phases will be re-
ferred to as the public relations phase and the marketing
intelligence phase, each of the two functions is performed
to some extent in the phase of the other. This is so be-
cause the customer relations subunit acts as receiver of

phase one and source of phase two.
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The Public Relations Phase

The Consumer-source

Theories of rational consumer behavior picture the
consumer as a problem solver who goes into the market and
makes purchasing decisions to satisfy wants and needs.
This same basic rationality is generally applicable to the
consumer when he makes the decision to complain. He is a
problem solver who makes a complaint decision in order to
satisfy wants and needs. However, at times the message of
the consumer may be so filled with emotion as to raise
doubts about the rationality of the source. Nevertheless,
the basic act of complaining is generally rational even
though emotional noise may considerably distort the mes-
sage. In short, all meaningful communication has purpose.

In terms of the economic approach, the consumer-
source, who is the originator of a complaint, expected to
receive a certain utility when the decision was made to
purchase the product or service. These expectations were
based upon advertising, personal selling, advice from
friends, etc. If the product or service fails to live up
to these utility expectations, the consumer experiences a
net loss in utility and becomes dissatisfied. A com-
plaint communication may or may not result.

The consumer may choose not to complain because he
sees no substantial net gain in utility from such action.

One writer charges, "I think the observable reluctance of
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the majority of Americans to assert themselves in minor
matters is related to our increased sense of helplesness
in an age of technology and centralized political and
economic power."37 In answer to this charge, another
writer states, "It's not that we don't want to complain,
or haven't the nerve, or are too benumbed by the massive-
ness of society. It's just that the pay-off is so abys-
mally low and the weight of frustration any red-blooded
American male can carry is limited."38

If the consumer chooses to complain, his reasoning
in utility terms may approximate the following discussion.
Disutility, the amount of which varies from person to
person, is often experienced by the consumer due to (a)
effort to initiate a communication and (b) possible fu-
ture frustrations over the matter. However, and again to
varying degrees, consumers gain utility by psychic satis-
faction from expressing hostilities to an audience. A
further consideration is the expected response of the
message receiver. Different consumers have various ex-
pectations that receivers will take actions resulting in
various expected amounts of utility. For each individual,
rational, dissatisfied consumer the question to be answer-

ed is: Will a net positive expected utility result from

37william F. Buckley, Jr., "Why Don't We Complain?"
Esquire, LV (January, 1961), 101.

38Richard Salzman, "Aftermath: Why Don't We Com-
plain?" Esquire, LVI (November, 1961), 77.
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initiating a complaint and from subsequent response and

action from the receiver?

Encoding and Decoding

The most common method used by consumers to encode
complaint messages to manufacturers is the mechanism for
the written or typewritten letter. Evidence suggests
that considerable noise or distortion enters the communi-
cation process in the encoding stage. Much of this noise
is filtered out by experienced decoding.

Many consumer complaint communications probably
fall far short of the encoding guide suggested by Con-
sumers' Research:

1) Telephone calls are a poor way to register a
complaint; they put the burden of getting the facts
down and on record, on someone who may be casual,
inattentive, or just plain lazy. Set down in writ-
ing the following information about the item:
a. The brand name and model number of the item, or
other identification.
b. The price you paid.
c. Where you bought it.
d. When you bought it.
2) Outline clearly just how the product or service
failed, or fell short of requirements; why you are
dissatisfied with it.
3) Explain what effort you have made to remedy the
difficulty; what this cost in time or money.
L) Send this information first to the retailer who
sold the product to you, and in writing, especially
if it is a large department store or other large
organization.
5) If you do not obtain satisfaction in a reason-
able length of time, write to the manufacturer
addressing the letter to the president of the com-
pany or the vice president in charge of service at
the company's home office.
a. Send a copy to the local dealer, and so state
on the original.
b. Send a copy to the local distributor, and so
state on the original.
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6) State specifically what adjustment you wish to
have made. Keep in mind, however, that an appliance
out of order can usually be made to operate, and it
will almost never be replaced by a new one even if
you were unlucky enough to have bought a "lemon."

On the other hand, a garment that has failed in

some important respect may be replaced.

7) Before you mail anything, be sure that you have

been reasonable, factual, clear, specific, patient,

and firm, that you have been sufficiently detailed
in your statement that the dealer or manufacturer
will have a good basis on which to work with his

own people or with a supplier.

After the encoded message is transmitted through a
message channel, it must be decoded before the receiver
can respond. When consumer complaint messages are sent to
manufacturers, the decoding function often is performed by

a centralized receiver.

The Message Channel

The message channel is the medium or carrier of the
message. For present purposes, the channel route is more
interesting than the specific vehicle employed. The
usual vehicle is the letter. The basic outline of the
message channel routes for consumer complaints to manu-
facturers is shown in Figure 4 on the following page.

The message channel for consumer complaints may, but
need not, follow the channel of distribution backwards
from the consumer to the manufacturer. Complaint message
channels have here been divided into those which do and

do not retrace the distribution channel. The various

39"Have You a Kick to Make?" Consumers' Research
Bulletin, XLIII (September, 1960), 2I.
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Fig. U4.--Outline of message channel routes for unsolicited
consumer complaints to manufacturers
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Many manufacturing organizations designate a subunit(s)
to act as receiver for all consumer complaint messages.
Such a subunit may be called Customer Relations.
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alternative routes outlined in Figure 4 are discussed be-
low. The non-channel of distribution alternatives, ap-
pearing on the right-hand side of Figure 4 are discussed
first.

The consumer may choose to take no action of any
kind; ie., he may choose not to communicate. However,
to assume that dissatisfaction would not at least influ-
ence the future purchase decisions of the individual con-
sumer may be somewhat unrealistic. Secondly, the dis-
satisfied consumer may complain to friends, neighbors,
relatives, and acquaintances. This kind of word-of-mouth
advertising is very influential in the sale of certain
types of products and can be disastrous for the manufac-
turer. The chances that a complaint message will reach
the manufacturer through this channel are very slight.

Other non-channel of distribution institutions to
whom the dissatisfied consumer may complain include the
following groups: consumer groups, news and advertising
media, industry associations, and government agencies.
Examples of consumer groups are Consumers' Union, Consum-
ers' Research, and the various Better Business Bureaus.
Quite often these institutions do forward copies of con-
sumer complaints to the company cited in the complaint.
However, the cited company may be a retailer. Therefore,
the chances of such a complaint message reaching the man-

ufacturer are not too great.
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General news and advertising media and women's ser-
vice media are sometimes employed as complaint message
channels. The most effective of these media in forward-
ing complaint messages to manufacturers are magazines
which operate institutes. Examples of such magazines are

Good Housekeeping and Parents'.

Industry associations and government agencies are
also employed as complaint message channels. For example,
for major household appliances, associations such as
American Home Laundry Manufacturers Association and Na-
tional Electrical Manufacturers Association might be
used. The offices of state attorney generals are also
used. The federal government office which seems to be
most involved in consumer complaints in recent years is
that of Mrs. Esther Peterson whose title is Special As-
sistant to the President for Consumer Affairs. Practices
of forwarding complaint messages to the manufacturer vary
among the agencies mentioned above.

The complaint message may also travel through the
channel of distribution in opposite direction to the pro-
duct flow. Consumers may complain to the retailer who
sold the product, to a competing retailer, or to any other
retailer. If the product is one in which the retailer
carries many competing brands; eg., major appliances, the
complaint message may be used as a source of information

by the retailer rather than forwarded to the manufacturer.
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At the wholesale level, the consumer complaint may be
directed to a manufacturer sales branch, an independent
distributor, or some other middleman selling the product
in a particular geographic location. If the product re-
quires after-sale service, the servicing organization may
be utilized as a complaint channel. Noise, originating
from the intermediary, can be expected to clog the com-
plaint message channel because the intermediary does not
always have the same point of view as either the consumer-
source or the manufacturer-receiver. The question marks
appearing in Figure 4 indicate that the channel may not
always be clearly open through intermediaries to the man-
ufacturer.

A consumer complaint message channel is also avail-
able directly from the dissatisfied consumer to the manu-
facturer. The consumer, and not the manufacturer,
selects the message channel route. If the consumer truly
desires to register his complaint with the manufacturer,
the direct route is often more accessible than routes
which pass through intermediaries. Employment of the
direct route offers the manufacturer the maximum opportu-
nity to create good public relations and to gain market-

ing intelligence from consumer complaints.

The Manufacturer-receiver
The consumer-source may intend that his complaint

message be received by a particular individual or officer
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of the manufacturing company. However, in actual practice,
even though the consumer may be well-advised to address
his remarks to the company president, the manufacturer
chooses to delegate a subunit of the company to act as
receiver for the entire company or division with regard

to consumer complaint messages. The subunit which re-
ceives and handles complaints on a centralized basis is
often given the name of customer relations and is often a

part of the service department.

The Consumer Complaint Message

The complaint message is an expression of consumer
dissatisfaction from a real or imagined cause. Although
some complaint messages are simply uninformative and
emotional outbursts, the majority of complaint messages
at least hint at some cause of dissatisfaction to the
consumer in some relationship with the manufacturer's
product, service, advertising, dealer organization, or
some other aspect of the offering. Quite often the mes-
sage also indicates that some action or response on the
part of the manufacturer is expected. In a few cases the
message may be a legal one. For example, a depressed
Cadillac buyer threatened to sue General Motors for more

than one million dollars.“0

4OThe Wall Street Journal, April 30, 1965, pp. 1, 10.
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Noise: Representativeness,
Validity, and Significance

Noise is an undesirable structural component which
can occur anywhere in the communication system. Examples
of noise are (a) vehemence which the consumer-source en-
codes into the message, (b) the tendency of a retailer or
other portion of the message channel to suppress rather
than forward a complaint message to the manufacturer, and
(c) the preconditioning of the company receiver to believe
that his products are superior. Many of these forms of
noise can be recognized and to some extent the manufac-
turer can compensate for the noise. Of major importance to
the manufacturer in both the public relations and market-
ing intelligence aspects of consumer complaints is the
collective problem of noise from consumer complaints in
total. Major noise problems are the representativeness,
validity, and significance problems. Of what population
are those consumers who complain representative? What com-
plaints are valid or justifiable? And, what level or rate
or complaints is of significance to warrant investigation
and possible action? Although these questions are prob-
ably more directly related to the second or marketing in-
telligence phase of the communication process, they also
have a bearing on the first or public relations phase.

For purposes of convenience, they are discussed here.

Representativeness refers to inclusion within a

sample of all the important kinds of units which are
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included in the population from which the sample was
drawn. If the complaint messages as a group are con-
sidered as a sample, the question arises: O0Of what pop-
ulation, if any, is this sample representative? Is the
sample representative of all consumers of the product, of
all dissatisfied consumers, or merely of chronic com-
plainers? Available evidence suggests that manufacturers
do not know the answer but that the information from com-
plaints is being used in certain ways under some as-
sumptions. Manufacturers assume that complaints are not
representative of opinions of all consumers. The atti-
tude of one 1is:

Although P & G insists that consumer mail can
create a lot of good will, it warns that to assume
that a company's daily mail is a cross-section of
consumer opinion is dangerous, as only a small seg-
ment of the population bothers to write to manufac-
turers. Radio and TV fan mail, however, is watched
closely for pronounced trends, which sometimes guide
the company in making program changes. Similarly,
repetitive patterns are watched for in all letters
of complaint, criticism, commendation or inquiry.
Such patterns have stimulated P & G to extend re-
search, re-exam&ne advertising themes, and review
sales policies. 1

In general, complaints are not regarded to be rep-
resentative of the opinions of all consumers or of chronic
complainers. Chronic complainers, or repeaters, can be
easily detected. Complaints are regarded as representa-

tive of some in-between group of consumers who for vari-

ous reasons are dissatisfied. 1In spite of the apparent

Ulnpen Pals Can Be Good Public Relations," Print-
ers' Ink, CCLXIII (May 23, 1958), 60.
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lack of knowledge of the representativeness of complaints,
not to mention the problem of the proportional;ﬁy of the
sample, complaint information is used.

Validity means that we have measured the thing that
we intended to measure. Two questions are really in-
volved here. First, does the consumer have a valid rea-
son to complain; and secondly, is the complaint validly
stated so that the complaint information received by the
company may be used as valid marketing intelligence? The
first question really asks whether or not the complaint is
justifiable. The following table reports the justifi-
ability of complaints to retallers as reported by labora-
tory testing. In terms of percentages, more complaints
were judged to be unjustifiable or traceable to consumer-
use conditions than were determined justifiable.

The true Jjustifiability of a complaint is not so
important as what the consumer thinks. As is pointed out
in several articles and in case study interviews, if the
consumer really believes he has a valid complaint, he
does have a valid complaint regardless of what the labora-
tory might indicate. For public relations purposes,
adjustments may be made to maintain goodwlll regardless
of justifiability. Of more importance; however, 1is the
fact that for purposes of marketing intelligence, what
the consumer thinks may be more important than what is
actually so. For example, numerous consumer complaints

were received about a fabric used in women's blouses.
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Over the years the complaints were considered unjustifi-
able by major department stores. Even so, adjustments
were promptly made. In spite of the unjustifiability of
the complaints, the market share for the fabric showed a
marked decrease.42

TABLE 1.--Number of customer complaints of unsatisfactory

merchandise appraised by sponsor of laboratorx and
justifiability of complaints, 195343

Justifiable Unjustifiable

Sponsors of Merchandise Customer
Laboratory at fault at fault
No. No. % No. %

Wm Filene &

Sons, Boston | 5888 3110 52.8 | 2788 VL
Macy's, New

York 1333 516  38.7 817 61.3
Gimbel Bros

Phila. 1002 Lo2 42,1 580 57.9
Kaufmann's,

Pittsburgh 904 323 35.7 581 64.3
R H Stearns,

Boston 595 224 37.6 371 62.4
J C Penney,

New York 551 267 48.5 284 51.5
Saks, New

York 358 129 36.0 229 64.0

The question of whether or not the complaint is
validly stated brings up the problem of complaint inves-

tigation to determine validity. As was indicated above,

AzMyers, p. 26.
Y31piq.
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retailers may use testing laboratories to determine valid-
ity. The major appliance case studies of a later chapter
mention complaint investigation by manufacturer field
service personnel, by distributor and dealer service per-
sonnel, and by headquarters technical experts. Consumer
complaint information may also be validated by checking

it for consistency with other sources of marketing intel-
ligence.

Significance refers to the importance or meaning

given to a complaint or complaints. Significance
questions are: what is the significance of a single com-
plaint, what are the factors which influence the level or
rate of consumer complaints, and what level or rate of
complaints is statistically significant?

From both the public relations and marketing intel-
ligence points of view, the significance given each con-
sumer complaint is often considerable because very few
dissatisfied customers bother to complain. For example,
one report states that duplicate complaints to department
stores are rarely submitted about identical products.

The author states that one complaint may represent one
hundred or more sales of a product. He cites a case in
which six complaints represented two hundred sales of
robes, '"that were so poorly constructed that even hand

washing caused the seams to ravel and open, and the first
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machine washing ruined every seam in the garment.”uu

Some of the factors which influence the rate of con-
sumer complaints are the economic climate, the temperment
of individual customers, the seriousness of the defect in
terms of the customer's viewpoint and the value of the
product.u5 If the economic climate is a buyer's market
the consumer is more likely to complain whereas in a
seller's market or a wartime economy he can be far less
demanding. Differences in temperment of individual cus-
tomers helps to explain the situation in which the same
product has generated complaints from some consumers but
not from others. The third factor, the seriousness of
the defect from the customer's viewpoint is illustrated
by the fact that premiums which are quite important to
children often cause more complaints to breakfast food
manufacturers than does the cereal, even though the
monetary value of the premiums is quite small.46

The effect of unit price on complaint rate is not
known exactly. It is logical to assume that, other
things being equal, the complaint rate and unit price
will vary directly. The following quote is to the knowl-

edge of the author the most comprehensive published

Uhryies Labarthe, "Ten Thousand and One Customer
Complaints," Textile Research Journal, XXIV (April, 1954),
329.

45suran, p. 12-3.
461pid.
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statement on the matter:

Available data on complaint rates suggest
strongly that unit price of the product may be the
largest single factor in determining complaint
rates.

For example, a company making shotgun shells
proof-fires a sample of the product. From this
proof firing it is determined what is the rate of
misfires, or "squibs." The company also received
some field complaints about squibs. It is found
that the number of squibs in the outgoing product
is about fifty times the number of squibs com-
plained about. Hence for this product (priced at
about 10 cents) the ratio of complaints to serious
defects 1s 2 per cent.

In like manner it was found that for razor
blades (selling at about 3 cents) the ratio of
complaints to serious defects is under 1 per cent.

Ratios on some other products have been
found to be as follows:

Ratio of
Complaints
to Serious
Defects
An article of
clothing About $5 About 10%
A small electrical
appliance About $30 About 25%
A large electrical
appliance About %200 About 50%
A motor vehicle About $2000 About 70%
A large engineered m
facility About $50,000 100947

The base upon which the percentages in the above
quote were calculated is "serious defects" as would be
determined by factory inspection whether or not such
inspection actually occurred. Some companies calculate
the ratio of complaints to sales. The use of either or

both "serious defects" and sales as a base is an attempt

471pid., p. 12-4.
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to avoid the practical difficulty that manufacturers face.
They are unable to calculate the ratio of complaints to
dissatisfied consumers directly. However, by combining
Juran's figures, or by using better estimates if such are
availlable, with the consumer complaint to sales ratio, a
manufacturer can arrive at the ratio of consumer complaints
to dissatisfied consumers. The time factor, of course,
must be considered in relating complaints to sales or pro-
duction figures. More is said about such calculations in
the recommendations chapter.

Determining what level of complaints is statis-
tically significant can be accomplished fairly satis-
factorily by techniques reported by Mac Crehan and
Namias.u8 Theilr technique, which 1s also discussed in
the recommendations chapter, deals only with the numer-
ical aspects of the complaint rate; ie., the statistical
significance of rates of complaint as a means of isolating
specific causes of complaints from common causes of com-
plaints. In other words, the technique deals with the
complaint rate problem in relative rather than absolute
terms. The technique also does not consider the quali-
tative aspects of complaint significance.

In conclusion, in this subsection several noise

U8ym. A. Mac Crehan, "Watch Your Customer Com-
plaints," American Machinist, XCIII (June 30, 1949),
67-70 and Jean Namias, "A Method to Detect Specific
Causes of Consumer Complaints," Journal of Marketing
Research, I (August, 1964), 63-68.
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problems have been raised.~ Partial answers and promises
of more-nearly complete answers in future chapters have
been given. More noise problems are raised in the dis-
cussion of the second or marketing intelligence phase of

complaint communication.

Feedback

The first phase feedback from company-receiver is an
individual feedback to the specific consumer-source who
has complained. Such feedback may take either or both
the following two forms: (a) acknowledgment of the
receipt of the message and (b) response to the message in
the form of some action. Another alternative, no feedback,
appears to be quite uncommon today in spite of the fact
that an acknowledgment or reply without remedial action
or adjustment may cost the manufacturer anywhere from
eighty cents to ten dollars a reply depending on the sal-
ary of the person who writes it and the research required.49
Quite often feedback is initiated by the centralized
company-receiver of the complaint. Acknowledgment may
sometimes appear under the signature of the president or
other company officer. Feedback may travel the same mes-
sage channel route as the original complaint message.
However, quite often the acknowledgment form of feedback

uses a speedy and direct route while the action feedback

H9peter Landau, "Bouquets and Brickbats in the Com-
pany Mailbag," Management Review, XLVIII (December, 1959),

55.
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message channel may follow the channel of distribution
route or some other message route determined by the
nature of the complaint. As was mentioned in a previous
section, rules for effective feedback or handling of
complaints are often stated in public relations dis-
cussions on complaints.
The Marketing Intelligence Phase

The Customer Relations
Records-source

The original and ultimate source of consumer com-
plaint marketing intelligence is the consumer-source. How-
ever, in the two-phase flow concept of marketing communi-
cation adopted for the present discussion, the proximate
source for the second phase is the same customer relations
subunit which acted as receiver in the first phase. A com-
munication source has a purpose for communication. The
purpose(s) of communication of the customer relations or-
ganization have probably for the most part been defined by
some higher authority in the company organization. The
customer relations purpose was mentioned in connection with
feedback in the first phase. Can and should there be a
communication flow from customer relations to marketing
management with a marketing intelligence purpose?

The above question is analogous to asking whether
sales receipt records can and should be used for marketing

intelligence purposes as well as for financial purposes.
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The position taken here is that a positive answer should
be given to both questions. In other words, the useful
information which can be obtained from performing the
customer relations function represents a source of infor-
mation for marketing management. However, if the infor-
mation is to be of maximum benefit, the source (ie., the
customer relations subunit) must be aware of and dedicated
to the specific purpose(s) of such a communications flow.
These purposes determine how messages are encoded, what
message channels are used, what messages are transmitted,
who the specific intended receivers are, and what noise

and feedback can be expected.

Encoding and Decoding

The need for encoding consumer complaint infor-
mation into a proper reporting form is demonstrated by
the following statement:

Summarized complaint data are needed not only
to identify repetitive or chronic field troubles,
but for executive reporting as well. One of the
penalties of lack of executive reports is that a
high official may get exercised over some individual
instance and undertake a personal investigation.

The result is usually to give undue attention to
some isolated instance, thereby increasing the cost
needlessly. High officals who regularly receive
good reports on the status of complaints are less
prone to become exercised by some individual case, 20

Two separate kinds of encodings can be made by cus-
tomer relations to marketing management. One encoding

takes place when an individual complaint becomes

50guran, p. 12-14.
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Communicated to marketing management for purposes of pos-
sibly correcting the individual, specific situation which
caused the particular complaint. However, this one-at-a-
time procedure is primarily for immediate customer re-
lations purposes rather than for marketing intelligence
purposes. The normal kind of encoding, which is for mar-
keting intelligence purposes, often involves classifi-
cation, tabulation, and analysis of complaint data.

A necessary first step in encoding consumer com-
plaint information is to have all complaints recorded in
writing. Such a step would also facilitate the customer
relations handling of complaints. The Detroit Edison
Company developed a "Customer Contact Inventory'" system
under which the company asks all personnel who contact
customers to report all customer complaints plus any
other comments and inquiries to a central staff group.
The complaints are then classified by the function in-
volved into such categories as service, appliance sales,
charges for electricity, personnel, etc.5l Other com-
panies also centrally record complaints.

Individual complaints may then be assigned classifi-
cation codes. The Detroit Edison system has such a code.
The code classification scheme may be the same as, or
compatible with, the scheme used by quality control or

other departments. The method of tabulation to be used,

51George, pp. 201-202.
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Nand or machine, will influence the elaborateness of the
classification scheme and the cross-classifications pos-
sible among such categories as product, place, time
dollars involved, cause, etc.

Once the complaint information has been classified,
tabulated, and analyzed; it must be presented or available
in a meaningful form to those members of marketing manage-
ment who are in a position to use the information. This
means that the information should be presented in such a
way as to minimize the decoding task of the marketing
management receivers. For example, field sales managers
or service managers will not be interested in the same
things as product planners. It should also be mentioned
that some information may be encoded and transmitted in
nontabular form. Recommended encoding (management report-

ing) practices are given in the recommendations chapter.

The Message Channel

The internal message channels suggested here, pre-
suppose that consumer complaints are received centrally by
a company subunit such as customer relations or a com-
plaint bureau. This centralized receiver acts as the
source of the internal flow. Otherwise, the message
channel route could be so lengthy and circuitous as to
prove ineffective for either public relations or market-
ing intelligence purposes. Also, the so-called internal,

or marketing intelligence phase may involve message
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fhannels or feedback loops which encompass extra-legal
Parts of the company marketing system such as the
manufacturer-dealer system.

Marketing intelligence from complaints, along with
other internal information, can move on either (or both)
a formal or informal basis in four directions in relation
to organization structure. These directions are verti-
cally downward and upward, and horizontally back and
forth.52

The customer relations subunit is typically a
supervisory level staff department reporting to the ser-
vice department. From this starting point, formal com-
plaint intelligence message channels follow the formal
organization structure to designated marketing management
receivers. Also, informal channels develop to fill gaps.
If the company has a centralized intelligence service,
consumer complaint intelligence can be channeled in the
same manner and routes as other forms of marketing intel-
ligence.

The vehicles used to transmit consumer complaint
marketing intelligence should vary depending on such fac-
tors as intended receiver, intended use, the time ele-
ment, and others. Written reports, oral reports, com-
mittee and informal meetings are among the vehicles dis-

cussed in the chapter on recommended practices.

52gelley, p. 20.
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T™he Marketing Management Receiver

Various functional units of marketing management
are the receivers of marketing intelligence generated
from consumer complaints. Since information is a means
to an end rather than an end in itself, the information
needs of these marketing units should determine which
units are receivers of what specific information. For
example, field service is interested in information about
service satisfaction while product planning is interested
in consumer reaction to product features. Each unit is
primarily interested in information which has a bearing
on those areas which are defined to be problematic to the
Jjob of that unit. These areas of responsibility are de-
fined in the "organizational constitution" through which
decision rules are institutionalized.53 The resulting
decision making processes involve both a political process
and the ways in which executives think as a result of
intelligence received and its interpretation.
The Marketing Intelligence
Message from Complaints

What is the nature of marketing intelligence de-
rived from consumer complaints and what is its relation-
ship to other forms of marketing intelligence? In this

study, the following definition is used: An unsolicited

53arthur L. Stinchcombe, "The Sociology of Organi-
zation and the Theory of the Firm," Marketing and the
Behavioral Sciences, ed. Perry Bliss (Boxton: Allyn And
Bacon, Inc., 1963), p. 276.
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consumer complaint, sometimes referred to as a consumer

complaint or a complaint, is a voluntary expression of
consumer dissatisfaction communicated to the manufacturer.
However, no marketing intelligence exists until the con-
sumer complaint message is used as a source of facts to
serve decision-making premises in marketing.

Problems of representativeness, validity, and signi-
ficance were discussed in a previous section. And, of
course, the substantive material of different marketing
intelligence complaint messages does cover a variety of
subject matter. Among the relationships possible between
marketing intelligence from unsolicited consumer complaints
and marketing intelligence from all other sources are (a)
complements, (b) supplements, (c) supplants, and (d) sin-
gly, or in some combination, all these three relation-
ships, depending on such factors as use, time, message
content, etc. The concept of marketing intelligence
excludes by definition the possibility that complaint
intelligence is unrelated to other forms of marketing
intelligence. And the variety of marketing intelligence
use situations suggests that the fourth possibility
(complements, supplements, and supplants singly or in
some combination) mentioned above most nearly represents
the way in which the consumer complaint marketing intel-
ligence message is regarded. This heterogeneous nature
of the complaint intelligence message considerably com-

plicates the problem of determining what is an optimum
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Program of marketing intelligence from consumer com-

Plaints.

Noise

Noise can occur in the second phase as well as in
the first phase of the process. Some problems discussed
in the first phase are also applicable here. Additional
noise problems of particular interest here are described
below. Noise can occur in all the components of the com-
munication system of the second phase. However, most of
the noise is not peculiar to the consumer complaint form
of marketing intelligence but is common to all forms of
marketing intelligence.

The first distortion takes place when customer re-
lations, the company records—éource, perceives the facts.
Here the facts are interpreted through built-in biases
and the psychological frame of reference of the customer
relations personnel. Further noise occurs when the cus-
tomer relations source encodes the message into some
language or code classification. Marketing management
has similar noise problems in its roles of decoding and
receiving the message.

Even greater noise problems can result in the mes-
sage channel. Typically, the message channel from the
company records-source in customer relations to top mar-
keting management is not direct. Particularly in upward

communication, several relay stations or filtering devices
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may act as gatekeepers for upward information flows.
Noise is likely to increase as the number of filters in-
creases. Kelley says of the problem:

In practice, most of the information received
by top management has been put through multiple
relay points, multiple filters, and multiple frames
of reference. The result must be a picture of
reality that is highly abstracted and highly dis-
torted.

Moreover, the information will probably be
biased in a given constant direction by folkways,
mores, group ways of seeing things introduced by
the history, traditions, and interests of the com-
pany. This results in everybody in_the firm tend-
ing to look at things the same way.oH

Kelley then describes another form of noise which is
especially applicable to information of the negative
variety. He says:

Another biasing factor in upward communi-
dation is the fact that the subordinate tells the
"boss" things the subordinate knows the boss wants
to hear. The "underling" learns that it is not
always expedient to convey unfavorable or d}scour—
aging facts. And the subordinate, due to his con-
ditioning, may well ignore the disturbing infor-
mation that he receives, suppress }t, and not
consciously even have it to transmit.5
Noise cannot be completely eliminated. Steps can

be taken; however, which will reduce noise to a tolerable
level to permit effective communication. One such step
is to open direct communication channels from marketing
intelligence services to top marketing management. The
simple recognition of the existence of noise can also do

Mmuch to reduce its effect.

Sigelley, p. 24.
551bid.
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Feedback

Two feedback loops can originate with the marketing
management receiver of the second phase. One loop is a
response loop which goes back to the customer relations
company records-source of the second phase. The other
loop encompasses both phases of the complaint communi-
cation process. This feedback loop which begins with the
marketing management receiver has its termination at the
consumer level with the company's market in general.
This feedback loop to the market in general. is the mar-
keting offering of the company as the marketing decisions
were affected by the consumer complaint form of marketing

intelligence.

Summary

The components of the second or marketing intel-
ligence phase have been described. The first and second
phases are related through customer relations personnel
who act as the decoding receiver of the first phase and
as the encoding source of the second. The centralization
of such consumer complaint handling functions within a
single subunit of the company emphasizes the need for de-
veloping an optimum program for handling consumer com-
plaints. Such a program should meet both the public re-

lations and marketing intelligence needs of the company.



58

Toward an Optimum Program for Marketing Intelligence
from Consumer Complaints

The tendency exists among profit conscious manage-
ments to evaluate their various efforts in quantitative
dollar terms. Should not then the cost-creating activity
of generating marketing intelligence from consumer com-
plaints be so evaluated? Even if agreement about the
desirability of such an evaluation could be reached, con-
siderable practical measurement problems remain.

In discussing the budgetary control of marketing
intelligence services in general, Kelley says:

In connection with budgeting, little is pres-
ently known about the proper decision rules for
intelligence services. For every department, obvi-
ously there is a point at which the marginal cost
of an additional unit of information to the company
is just equal to the marginal utility (enhanced
tactical or strategic power on the market, more
efficient operations internally leading to cost re-
duction, etc.) derived from it.

This kind of analysis would be desirable for
the Vice President of Intelligence Services to
utilize in his budgetary justification. At present
methods of 2easuring and calculating this are un-
available.5
Mc Donough, in the preface of a comprehensive book

on management information, says, "I should state as
clearly as possible that I am not attempting to explain
how an individual places a specific value on a specific
piece of information. If my efforts here are successful,
I shall have succeeded only in giving the individual who

must place values on information a framework that may aid

561bid., p. 22
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him in his task."27

Thus, Kelley says that methods are not presently
available for measuring the value of marketing intelli-
gence and Mc Donough disclaims any specific measure. A
marketing management text states:

Little has been written to guide managers on
the economics of marketing intelligence. Yet the
intelligence function must ultimately be evaluated
in terms of both costs and benefits. How can a
marketing manager decide when getting marketing in-
telligence is worthwhile? In theory the answer is
vary simple. Marketing intelligence is worthwhile
whenever the cost of getting it is less than the
costs, risks, and consequences of not getting it.58

The text then goes on to suggest that the problem can be
solved in a statistical decision theory framework. How-
ever, Alexander and Berg also abandon this approach to a
practical solution because too many of the figures used

in the framework must be nothing more than guesses.

In discussing the "paradox of cost vs. results,"
Lothrop says that attempts to measure the results from
research are a carry-over from the accounting measurement
of areas like production. He concludes, "From an adminis-
trative point of view, I venture to say that the best
solution is to assign the whole matter of getting results

for the money spent to a trusted technical director, to

support him and then to have faith that something good

5TMc Donough, p. VIII.

58plexander and Berg, p. 508.
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will happen. It very likely will."59

The problem of measuring marketing intelligence re-
sults in order to obtain an optimum program was mentioned
in an earlier section in connection with the nature of
the intelligence message. For example, consumer complaint

marketing intelligence which is complementary (ie., is

not available from other sources) to the other forms of
marketing intelligence, must be measured by different
criteria than that which is a supplement or a supplant.
The complexity of the measurement problem suggests an
interesting parallel between the measurement of marketing
intelligence activity and the measurement of advertising
effectiveness. Total advertising effectiveness has not
been satisfactorily measured, but some criteria do exist
which indicate effectiveness of partial aspects of adver-
tising. For example, readership scores may be used to
indicate how many readers saw an advertisement. Likewise,
could not some of the partial aspects of marketing intel-
ligence be measured by some criteria?

The position taken here is that, at the present
time, an optimum program of managing marketing intelli-
gence from consumer complaints or any other source is

possible and even desirable; however, the quantitative

59Warren C. Lothrop, Paradoxes in Research Admin-
istration, Marketing And Transportation Paper No. &
Michigan State University (East Lansing: Bureau Of
Business And Economic Research, 1959), p. 91
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measurement by management so that they will know when the
optimum is approached is not practically possible at the
present time. And even if such theoretical measurement
does become possible in practice, the cost of such mea-
surement may prohibit its use. Also, as Lothrop hinted
above, quantitative measurement in the short run may not
be applicable to a creative research function such as
marketing intelligence. Therefore, while an optimum pro-
gram may not be practically definable in total, some
company consumer complaint practices do seem to produce
better marketing intelligence results than do others.

The outlining of such practices is a far less ambitious
task than the description of a total optimum program. It
does represent; however, a practical first step by supply-
ing guides that may be used by management to move in the
direction of an optimum program. Recommended company
practices concerning consumer complaints and marketing
intelligence derived from them are therefore suggested in
the recommendations chapter. Such recommendations are
based upon the empirical case research and other research

of this study.




CHAPTER II

RESEARCH DESIGN OF THE STUDY

Introduction and Problem Definition

The basic research design was the descriptive case
study method. The complaint handling practices of eight
manufacturers were studied intensively. These case
studies were supported by an analysis of the theory and
review of available literature on the topic.

The two hypotheses of the study were that unsolic-
ited consumer complaints (a) potentially and (b) actually
provide a source of marketing intelligence for marketing
management. The method of proof used to support, or re-
Jject, the hypotheses was case study investigation into the
complaint practices of the eight manufacturers to deter-
mine if these manufacturers did or did not use unsolicited
consumer complaints as a source of marketing intelligence.
Implicit in the acceptance or rejection of the hypotheses
were qualifications such as the usefulness of complaint
intelligence and its unique advantages and limitations.

From comparisons of case study similarities and
differences and from other sources, the researcher has
drawn generalizations and judgments which are reported in

the chapters on conclusions and recommendations.
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Informal Investigation

The informal investigation of the problem consisted
of a search of the literature, informal interviews with
retailers and manufacturers, and a pilot case study.

The existing marketing and public relations litera-
ture, although relatively void of the marketing intelli-
gence aspects of complaints, provided orientation for the
study. Informal interviews were held with department and
other retail store executives and with executives of manu-
facturers. The pilot case study of Company A was con-
ducted to (a) test the adequacy of techniques used in the
case portion of the research design and (b) provide sub-
stantive data. The research techniques of the pilot
study varied so little from those of the entire study
that the results of the Company A case are included as a

part of the major study.

The Case Studies
Described here are data collection procedures used
for the case studies. Published or secondary sources of

data were also used.

Selection of Respondent Companies
After the decision was made to limit case studies
to the major household appliance industry, a sampling of
companies was selected on the basis of availability.

However, a nonstatistical attempt was made to achieve a
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balanced representation of the major appliance industry.
The sample included large, highly-diversified, multi-
product manufacturers as well as smaller, narrow-line
manufacturers. The identity of case study companies was
disguised to the extent that actual names are not used
in this report. However, descriptions of company prac-
tices are not disguised in any manner. Case study com-
panies, divisions, or subsidiaries are identified in this
report as companies A through H according to the chron-

ological order in which the cases were conducted.

Contacting the Respondent Companies

The researcher made initial contact with the com-
panies by letters addressed to company presidents, di-
vision vice presidents, or other top executives whose
names were secured from published sources. A sample let-
ter is part of the appendix. These top executives typ-
ically forwarded the researcher's letter to the company
executive most involved with consumer complaints. These
men then became the researcher's major contacts with the
companies. Initial contact with the top executive level
was intended to serve two purposes; namely, to provide
the approval and authority for the study from a high-level
company executive, and to allow the top man in the organi-
zation to direct the researcher to those executives whose
areas of responsibility include consumer complaints.

Through the major contacts, other company personnel were




65

made available to the researcher. Although some were
reluctant at first, all companies contacted agreed to

cooperate.

Use of Interview and Observation Techniques

The personal interview was the primary tool used to
collect data. In addition, personal observation was made
of forms used, file systems, etc. Both techniques were
employed solely by the researcher. No additional research
personnel were used.

The interviews with the several executives did vary
considerably in the specific pattern which was followed.
However, the general framework described below was common
to all interviews.

The opening statement was followed by an unstruc-
tured interview with the executive. During this unstruc-
tured interview, the respondent was allowed and encour-
aged to talk freely about any and all phases of consumer
complaints or closely related areas. The interviewer did
interrupt occasionally during the unstructured interview
in order to clarify a point or to press the respondent to
talk more about a specific subject area.

The unstructured interview was terminated when the
executive appeared to have exhausted the subject areas of
discussion. At this point, the interviewer changed to a
structured form of interview in an attempt to extract more

information from the executive. This structure was
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introduced by the use of an interview guide. A copy of
the guide appears in the appendix. The same guide was
used for all interviews although it was realized that
some executives would not be familiar with all areas
covered by the guide.

During all interviews, notes were openly taken by
the researcher. Upon termination of the interview, as
time permitted, additional information, which was remem-
bered from the interview, was added to these notes. As
soon as possible after the conclusion of the interviewing
for the day, the notes were rewritten.

The observation consisted of visual inspection of
the consumer complaint records, forms and instructions
for the handling of consumer complaints, regular and
special reports made concerning consumer complaints, and
related forms used such as owner survey questionnaires
and congratulatory letters. Copies of many of the forms
were given the researcher for further study.

At the conclusion of all interviewing with each
company, a copy of the completed case study was sent to
each company. Most companies replied by giving approval

and suggesting slight changes to the reports.

Other Elements of the Research Design

Each case study was originally written as a separate
and complete case. The findings of these cases appear in

the findings chapter and are summarized at the end of that
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chapter. From the case study findings and other sources
of information, judgments were made and recommended com-
pany practices regarding marketing intelligence from con-
sumer complaints were formulated. Conclusions regarding
the hypotheses, and related conclusions or generalizations,
were reached through analysis of comparative case study
findings and through integration of case findings with
data from published sources.

The principal contribution of the study is to
demonstrate empirically that unsolicited consumer com-
plaints do act as a source of marketing intelligence.
Notable among the many limitations of the research are
(a) the restrictions of a limited number of cases within
a single industry, (b) a research design which does not
permit statistical proof, (c) unknown bias of the re-

searcher, and (d) resource capabilities limitations which

necessarily limited the scale and scope of the research.




CHAPTER III
FINDINGS OF THE STUDY

Introduction
The findings of the eight individual case studies
are presented below in chronological order. The last
section of this chapter summarizes some of the important

findings for the cases as a group.

Company A

Company Organization and Marketing Background

Company A is composed of five groups; namely, aero-
space and defense, consumer products, electric utility,
industrial, and international. One of the six divisions
of the consumer products group is the major household
appliance division. This study was concerned with all
those commercial product departments which go together to
make up the major appliance division of the consumer prod-
ucts group. The specific product departments were home
laundry, range, dishwasher and disposall, household re-
frigeration, and air-conditioning. The study was also con-
cerned with the distribution, finance, and service organi-
zation (DFSO) which performs the distribution, finance,
and service functions for all five product departments of

68



69

the major appliance division. The DFSO also performs
these same marketing functions for television receivers
and for console model stereo sets.

The study also encompassed the wholesale level of
distribution in so far as Company A acts as its own
wholesaler and service organization in some markets. The
most common channel of distribution for Company A major
appliances is from manufacturer to either an independent
distributor or a Company A district, then to a retailer
(dealer), and finally to the consumer. The wholesale
level also sells directly to institutional buyers.

The major appliance division came into existance as
a separate division in 1951. This part of the company is
not a late comer to organized marketing research activity.
They have been performing commercial (or marketing) re-
search since about 1932 according to the present di-
visional manager of marketing research.

The organization structure within each of the five
product departments differs somewhat. For example, each
product department has a marketing research manager.
These men work with the divisional marketing research
manager, but each reports directly within his own depart-
ment. In the range department, the marketing research
manager reports to the product planning manager. In the
other product departments, both the marketing research

manager and the product planning manager report directly
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to the director of marketing of their respective depart-
ments. FEach product department also has a product ser-
vice manager who reports to the department but also works
very closely with the product service section of the dis-
tribution, finance, and service organization (DFSO). The
product service section of the DFSO has primary responsi-
bility for handling consumer complaints.
The Stated Company Philosophy toward
Consumer Complaints

A former product service manager since 1926 belives
that the company attitude toward consumer complaints has
gradually changed over the years from the former attitude
of regarding complaints as a "necessary evil" of doing
business. The area of consumer complaints really came
into its own shortly after World War II at a time when
quality slipped. The present philosophy of the manager
of the product service section of the DFSO, was known by
many other top executives in the company. Basically, his
philosophy is to regard complaints as an opportunity
rather than a nuisance.

One executive stated that the objectives of Company
A in handling consumer complaints were to have the consum-
er courteously handled in order to win back goodwill and
to get the cause of the complaint in order to eliminate
the cause. His assistant, the consumer relations super-
visor, stated that the specific objective in handling

consumer complaints is to handle the complaints to satisfy
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the consumer, in the best interest of Company A. This
same statement of objective was given by the product
service manager at the district level.

Operationally, the consumer service supervisor is
in the focal position to carry out the philosophy on con-
sumer complaints. His functions will be pointed out
later; however, it should be mentioned here that he does
actively communicate his views. . This is evidenced par-
tially by a five-page letter of July 1, 1964 sent to all
district/distributor product service managers. The
subject line of the letter reads, "Philosaphy of dealing
with Customer Complaints."

Another piece of evidence regarding the company
philosophy on consumer complaints was that all executives
interviewed were of the opinion that in general, consumer
complaints were valid. Also, each product department
provides what is known as a concessions reserve. This is
a fund to provide for concessions; ie., something not
really due the consumer in the eyes of the company, but
which is given for some reason anyway.

Further evidence of the philosophy in operation was
offered by a product planner who stated that Company A
can't get away with as many complaints, or sources of com-
plaints, because people expect more from Company A due to

past performance, advertising, etc.
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Closely-related Consumer Satisfaction
Information Solicited by Company A

Company A does not rely entirely upon unsolicited
consumer complaints. The company takes the initiative in
a number of different ways in order to learn of consumer
satisfaction. Among them are owner surveys, open letters,
service tickets, purchase warranty registration cards,
the submitted ideas unit, a consumer clinic, other con-
sumer marketing research efforts such as mobile display
exhibits and group dynamics sessions, and contact with
distributors and dealers.

Owner surveys.--The typical owner survey is a mail
questionnaire survey of recent purchasers of a Company A
major appliance. The sample for owner surveys is usually
purchasers who have purchased within the past three months,
according to one interviewee or who have owned their pur-
chase at least six months, according to another inter-
viewee. If consumer dissonance is an important factor,
the time difference may affect the results of these sur-
veys. Nevertheless, the sample is chosen from actual
purchasers who have sent in purchase warranty registration
cards. An owner survey is conducted about once a year
for each product by the marketing research people.

Owner surveys attempt to measure the level of owner
satisfaction with the product in general, installation,

performance, wear, capacity, operation, ease of use, etc.

For example, a few questions from one owner survey ask:
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1. Now that you have had it awhile, how do you like
your new Company A Built-In Range?
(Please check.)

Very much
Quite well
Fairly well
Not too well
Not at all

2. What do you particularly like about it?

3. Is there anything you dislike about it?

Similar questions relate to more specific things
such as likes and dislikes of the baking performance of
the oven. The "dislike" questions, which give rise to
consumer complaints, are constructed and classified on
the basis of past experience, but new complaints do
arise; therefore, the classifications used in analyzing
these complaints must be revised on the basis of responses
received. Unsolicited consumer complaints are sometimes
used to make up questions to be used in owner surveys.
Those complaints which are received on owner surveys,
which in the opinion of the marketing research people
call for some sort of reply, are sent to the product ser-
vice section for appropriate action.

Open letters.--An open letter is a letter of congrat-
ulations sent to recent purchasers of certain Company A
major appliances, in which the company invites the pur-
chaser to tell the company what the purchaser thinks of

the appliance. Such letters are sent to all purchasers
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who sent in purchase warranty resistration cards until a
large enough response is obtained to get a leveling of
the data. The responses to open letters are classified
into "well satisfied", "qualified satisfied", and "dis-
satisfied". The responses which fall into the "dissat-
isfied" category are listed according to reason why. The
listing and copies of the replies are then sent to the
product planners and engineers of the product department
involved.

Service tickets.--Seven of the Company A districts
send in to headquarters a copy of every service ticket on
every service call the district makes for all Company A
major appliances. The service tickets, representing a
ten per cent audit, are for the metropolitan areas served
by these few districts. Rural areas of districts are ser-
viced by retailers rather than the company service organi-
zation and therefore do not send in service tickets.
These service call tickets are used as an indicator of
consumer satisfaction by matching them against the number
of purchase warranty registration cards to create an
index of service calls to the number of various models
and products sold and in use.

In addition, one out of every five completed ser-
vice calls results in a follow-up rating card on which
the consumer may rate service. This is however a rating
of Company A as a service organization and not as a manu-

facturer. These rating cards are used to make up the
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Customer Satisfaction Survey Report. This report shows

how each of the districts ranks with other districts and
with past performance on such things as keeping service
appointments, courtesy, cost of service, etc.

Purchase warranty registration cards.--Consumer

complaints of the unsolicited variety have been written
on, and have accompanied these cards. However, the blank
space 1s kept to a minimum on these cards in an effort to
discourage their use for such purposes. One very impor-
tant purpose of these cards is to provide an indicator of
sales volume. The cards provide Company A with a quick
sales volume activity index since a rather constant per-
centage of purchasers send in the cards. The cards are
not used to solicit consumer complaint information because
frequent changes in the card would upset return percent-
ages and lessen their value as a sales indicator.

Submitted ideas unit.--The submitted ideas unit is

the portion of the company to which consumers are directed
to send suggestions which the consumers feel may be

worthy of compensation. In actual practice, this unit is
not a fruitful source of information from consumers since
Company A people have already thought of most of the

ideas which are submitted. The real function of this

unit is to afford legal protection to the company and to
handle the suggestions in a good public relations manner.

Consumer clinic.--Company A does maintain a panel,
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referred to as a consumer clinic, composed of about two
hundred women. The clinic excludes Company A employee
families, advertising agency families, and families of
attorneys. This clinic is primarily used for testing new
and different products.

Other marketing research.--Numerous other marketing

research activities are performed to gain a knowledge of
consumer satisfaction. Among these are small group
dynamics sessions about appliances and mobile display
units from which consumer interviewing is conducted.
Other consumer research is also done for Company A on
major appliances where the manufacturer is not identified
in order to obtain consumer satisfaction information from
nonpurchasers of Company A products.

Contact with districts, distributors, and dealers.--

From retailers, Company A receives dealers' interpre-
tations of consumer satisfaction. This information is
received at model change time, when retailers visit the
plant, and from departmental marketing specialists who
frequently call upon dealers.

The product service managers of several of the pro-
duct departments have a "Ten Most Popular Complaints of
the Month" report which is compiled by contacting the
districts and distributors. This nonstatistical report
emphasizes current problems about which the wholesalers
are concerned. In addition to the above, numerous tele-

phone calls, letters, and questionnaires go from district
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to headquarters. Also, any special surveys conducted by
a district about the area of consumer complaints are re-

ported to DFSO at headquarters.

Handling of Unsolicited Consumer Complaints

This portion of the paper will show how unsolicited
consumer complaints are handled for purposes of taking
care of the immediate complaints. Later sections deal
with analyses, reports, and marketing information ob-
tained from complaints. In other words, this section
deals with the mechanical handling of immediate com-

plaints,

Unsolicited consumer complaints about major house-
hold appliances may be received at several different
Places within Company A. Among these places are any
Oof fice of the major appliance division at headquarters,
any office of the Company A executive offices, the former
Company A offices located elsewhere, and the offices of
rTegional vice-presidents. Regardless of the office to
Wh ich the consumer makes his complaint, all unsolicited
COnsumer complaints about major appliances (except those
directed to the district level) are, in theory at least,
hangiled centrally by the consumer relations unit of the
Product service section of the distribution, finance, and

Service organization of the major appliance division.
Evigence indicates that this is true in practice as well

&S theory.

e
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The consumer relations unit is composed of a man-
ager, two male assistants who act as correspondents, and
four secretaries and clerks. The full time of these peo-
ple is devoted to the handling of complaints. In
addition, each district has one person whose primary
responsibilities are in this area, although this person
may also have other duties.

Figure 5 on the following page illustrates the
paths which complaints take from the time they are made
to Company A by the consumer until they are considered
closed by Company A. Retailers and distributors are not
comnsidered to be part of Company A and are therefore not
included in Figure 5.

Most unsolicited consumer complaints are received
by mail. Therefore the machinery for handling complaints
is built around this medium. For receipt of complaints
at ©points other than headquarters or a district, the
COmplaints are sent immediately, without acknowledgment
Of any kind, to the executive level DFSO sorting office.
Although the DFSO serves only the major appliance division
for most functions, the executive level DFSO acts as a
C:Learing house for all consumer correspondence for the
ent jre company. By its own initiative in the area, the
€Xecutive level DFSO sorts and funnels all consumer mail
o the proper person. If the complaint is concerned with

Major appliances, the original correspondence is sent
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Fig. 5.--The structure and flow of unsolicited consumer
complaints within Company A

1. RECEIPT OF COMPLAINT

Any office of Former Company Anywhere
major appliance A offices else in
division Company A
headquarters
Any office of Offices of Any
Company A regional Company A
executive VP's District
offilice

I

IMMEDIATELY SENT TO,
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Executive level DFSO
Sorting Office

original original

3. ACKNOWLEDGMENT AND ACTION

|/ S

Consumer Relations Unit of Product Service

DFSO of major appliance Manager of the

division at headquarters company district
L. CLOSING

Consumer Relations Unit Product $ervice Manager

(above) closes to own of district reports on

files. closing forms.

5. MARKETING INFORMATION USES
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directly to the proper Company A district if a district
exists for the geographic area in question and if the
district can be of help in handling the complaint. In
addition, a copy is sent to the consumer relations unit
at headquarters. If the major appliance complaint is
from a consumer whose geographic area is served by a dis-
tributor (not an official part of Company A), the con-
sumer letter is sent only to the consumer relations unit
at headquarters. No correspondence goes to the distri-
butor because Company A feels that the consumer has
written Company A and is therefore entitled to a reply
from Company A rather than from a distributor of its
products.

Correspondence is forwarded immediately without
acknowledgment by the original recipient for two reasons.
First, speed is very important in dealing with a dissat-
isfied consumer. Acknowledgment would merely delay the
proper handling of the complaint. Secondly, many times
the person who received the complaint is not familiar
with the specific problem area involved. Therefore, he
can do little or nothing to remedy the situation and he
may actually make things worse. For example, the pres-
ident of Company A probably knows very little about the
workings of major appliances.

Complaints received by the product departments at

the major appliance division are also forwarded to the
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consumer relations unit. Also, the centralized mail room
at headquarters considers the consumer relations unit to
be the "all other" category for all consumer correspon-
dence not sent to a specific individual.

The responsibility for actually handling major
appliance complaints rests with the consumer relations
unit of the product service section. To this end, an
elaborate system has been set up. "

Complaints are classified into three basic types;
namely, executive, regular, and legal. An executive com-
plaint is one which is received through some Company A
executive to whom the complaint was specifically ad-
dressed. A regular consumer complaint is one which does
not qualify as an executive complaint and which does not
involve legal aspects which would require the advice of
an attorney. A legal consumer complaint is one which in
the opinion of the consumer relations manager has legal
overtones which could possibly involve the company in
some kind of legal action. In addition, complaints re-
ceived from legal bodies, such as the offices of the
attorney generals of the several states, are also treated
as legal complaints. The consumer relations manager, who
has some law school background, personally handles all
legal complaints, but only to the extent that he acts as
a clearing house between the consumer and the company

attorneys. All mail at Company A is time-stamped, and
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the time allowed for acknowledging and closing a complaint
varies among the three categories of complaints.

Complaints received by media other than mail are
handled in similar fashion. All complaints. are acknowl-
edged by the same communication medium which the con-
sumer used.

After prompt acknowledgment, the complaint must be
investigated to determine what action, if any, is war-
ranted. To perform this investigation, the consumer re-
lations unit works with the product department, primarily
through the product service manager of the product in-
volved. When it is necessary to investigate in the field,
the district product service manager is called upon.
Marketing specialists, attorneys, and others are called
upon according to the nature of the problem. The com-
plaint is then closed by the consumer relations unit at
headquarters.

At the district level, the determination of what is
and is not an unsolicited consumer complaint to a manu-
facturer is a difficult task because the Company A dis-
trict acts as both a wholesaler and as a service and re-
pair organization. As can be noted in Figure 5, com-
plaints may be received by the district from within the
company. Complaints received in such a manner are def-
initely unsolicited consumer complaints and are treated

as such.
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The possibility exists for the district to receive
complaints from outside sources. Here is where the pro-
blem arises. Communications from outside sources are re-
ceived. Which, if any, of these communications are unso-
licited consumer complaints to Company A as a manufacturer
of major appliances? Definitionally, none would be con-
sidered as such if the definition of complaint were ap-
plied and the district was considered to be a wholesale
and service organization rather than part of the manufac-
turer. Regardless of the problems of definition, a very
small number of actual complaints are received by the
district, according to both headquarters and district
personnel. Most of the expressions of consumer dissatis-
faction received by the district are about its service
operations. Where district offices exist they are listed
in telephone directories. Even so, most consumers who
express a hard-core complaint write directly to head-
quarters. Consumer contacts received by the district
include requests for service, requests for information,
and other inquiries.

If an unsolicited consumer complaint to the manufac-
turer is received at the district, no information con-
cerning the complaint is forwarded to headquarters unless
(a) the consumer was not satisfied and therefore con-
tacted headquarters or (b) a service ticket involved in

the case was audited by headquarters. Only a negligible
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number of the small number of complaints received by the
district ever get to headquarters. None of the inter-
viewed executives felt that the information loss involved
was very important.

Complaints which the district received from within
the company are handled by the district in a manner spec-
ified by the mechanically new system for handling con-
sumer complaints. This system, which began on March 30,
1964, measures the performance of the district. The sys-
tem is built around a closing report which the district
must file with headquarters for all consumer complaint
correspondence. Analysis made of these reports is dis-
cussed in the next section. A closing report is a four-
part, pre-numbered form which is sent by headquarters to
the district for each complaint. The first part is
filled out by the district and returned to headquarters
at the close of the complaint. Part two is a carbon of
part one for the records of the district. Part three is
filed numerically by headquarters until replaced by part
one sent from the district. Part four is filed alphabet-
ically by headquarters. These closing reports serve as
a vehicle for noting classifications (see next section)
of complaints for future analysis in addition to pro-
viding for automatic control and follow-up of all com-
plaints.

The three main reference sources to which the
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district product service manager may turn for help in

handling consumer complaints are the Policy and Procedures

Guide, the Product Service Procedural Guide, and memos

and letters from headquarters.

One notable exception to complaint handling as de-
scribed in the above paragraphs is that all correspon-
dence received from Consumers' Union is answered by a
technical person who has a Ph. D. because consumer re-
lations has found Consumers' Union reluctant to believe
anyone whose job appears to be in the marketing department.

Analyses and Reports Made of Unsolicited
Consumer Complaint Data

All unsolicited consumer complaints which come to
the attention of the consumer relations unit at head-
quarters are classified at the time of receipt on the
bases of type of complaint and product to which they are
applicable. That is, these complaints are fitted into
the proper place in a precoded classification system.
Some misclassification results from classifying at the
time of receipt because the consumer may complain about
one thing when she really meant that <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>