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European legal developments, our pur- 
to position customer complaint manage- 

1. Defensive marketing 

In order to expand market share and in- 
crease sales most firms spend much effort in 
attempts to attract new customers. This “of- 
fensive” objective in marketing strategy di- 

ment as an essential instrument for a defensive marketing 
strategy, specifically to prevent legal problems in the fields of 
product liability and product safety. 

rects marketing “actions” (Bonoma, 1985) 
such as promotion and pricing. Recent eco- 
nomic and forthcoming political develop- 
ments in Europe will make it difficult to 
meet such an objective. Many firms operate 
in mature or shrinking markets in which it is 
hard and costly to generate new customers as 
price and quality differences between prod- 
ucts are becoming less clear. In addition, 
competition from both domestic and foreign 
rivals will intensify in the newly formed inter- 
nal market in Europe. Therefore, it becomes 
important and profitable to retain current 
customers and to increase their purchase fre- 
quency. These developments are parallelled 
by a number of recent developments in the 
legal field. Particularly with regards to prod- 
uct safety and liability, European regulations 
have changed considerably. As a result of 
these developments, companies are more 
likely to be confronted with customer liability 
claims in the future. Ways of defense against 
potential liability claims will become a major 
issue. From a marketing-strategic point of 
view, the focus is shifting from offensive to 
defensive. While offensive marketing focuses 
on generating new customers, the defensive 
marketing strategy aims at building up a rela- 
tionship with customers that leads to cus- 
tomer loyalty and repurchase behaviour and 
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prevent legal action. Crucial to such a rela- 
tionship is the level of customer satisfaction. 
The central objective of defensive marketing 
then is to maximize customer satisfaction or, 
alternatively, to minimize customer dissatis- 
faction. 

Thus far, defensive marketing has not been 
defined in terms of customer (dis)satisfaction 
very often. Instead the focus, both in theory 
and in practice, has been almost exclusively 
on competitive interaction. Hauser and 
Shugan (19831, Hauser and Gaskin (19841, 
and Hauser (19841, for instance, deal with 
defensive marketing strategy in terms of the 
reaction of established brands to the intro- 
duction of new competitive brands. Their 
analysis suggests that such actions as lower- 
ing distribution and awareness advertising 
budgets and increased pricing in segmented 
markets will have a positive effect on cus- 
tomer retention. Fornell and Wernerfelt 
(1987; 1988) approach the concept of defense 
from a customer dissatisfaction perspective. 
They define the defensive marketing concept 
in terms of retaining dissatisfied customers. 
On the basis of Hirschman’s exit-voice theory 
(Hirschman, 1970) they argue that a dissatis- 

fied customer can either switch brands (exit) 
or voice his dissatisfaction by filing a com- 
plaint. CUS mer exit can cause considerable 
loss in market share and sales, whereas com- 
plaints provide the firm with a chance to 
restore customer satisfaction and loyalty and 
provide information that can prevent future 
dissatisfaction (De Ruyter, 1990). Therefore, 
Fornell and Wernerfelt (1987; 1988) argue 
that complaint management is an important 
marketing action with which the defensive 
marketing strategy can be operationalized. 
They show that by maximizing the number of 
complaints and hence satisfying com- 
plainants and increasing customer loyalty, or- 
ganizations can gain market share or reduce 
their “offensive” marketing expenditure. 

The strategic marketing advantages of 
complaint management are often not ex- 
ploited to their full potential (Fornell and 
Wernerfelt, 1988; Fornell, 1988). In many 
organisations complaint handling is viewed 
as an ad-hoc activity that is to be kept to a 
minimum by discouraging dissatisfied cus- 
tomers from complaining (TARP, 1986). As 
a result the most cited reasons for not com- 
plaining were “it’s not worth the trouble”, 
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Fig I. The complaint management system. 
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“no one cares” and “there is no useful or 
known channel for complaining” (TARP, 
1986). Flaws in complaint management prac- 
tice are matched by flaws in complaint man- 
agement theory. Gilly and Stevenson (1988) 
conclude that complaint management is still 
an “underresearched” field of academic in- 
terest in which a comprehensive and system- 
atic framework seems to be lacking. We will, 
therefore, on the basis of organisational the- 
ory develop a model for complaint manage- 
ment systems. After that we will discuss the 
significance of this defensive marketing tool 
for preventing the escalation of customer 
dissatisfaction in the form of product liability 
claims. 

2. Customer complaint management 

The “core business” of complaint manage- 
ment is transforming consumer contacts into 
information for both the individual customer 
and the management of the organisation 
(Fornell, 1988). Complaint management 
functions relating to this are: data collection, 
data analysis and communication of informa- 
tion. In order to direct complaint manage- 
ment’s primaryfunctions it is necessary to set 
objectives and investigate whether these are 
met. Therefore, we distinguish the directive 
functions of planning and control (Mintz- 
berg, 1979). In addition, complaint manage- 
ment requires an infrastructure that provides 
certain facilities and conditions (Riemer, 
1986). This requires resources, people and 
organisational arrangements. The complaint 
management system can be depicted as in 
Fig. 1. 

We will now briefly discuss the eight func- 
tions of the complaint management system 
while integrating the key findings of the liter- 
ature on complaint management. 

Plavtvtirtg basically concerns a statement of 
what ends should be achieved by means of 
the complaint management system and how. 

In general the two most common objectives 
of complaint management are: (1) to restore 
satisfaction of the individual complainant and 
(2) to provide management information on 
the basis of which dissatisfaction can be pre- 

vented in the future. In complaint manage- 
ment practice basically two courses of action 
are employed to achieve these objectives. 
Many organizations try to minimize the num- 
ber of complaints (Fornell and Westbrook, 
1984). However, as Fornell and Wernerfelt 
(1987; 1988) state, it is more advantageous to 
maximize the number of dissatisfied con- 
sumers who complain since complaints en- 
able the organisation to reestablish customer 
loyalty, to prevent escalation in the form of 
liability claims and to gather feedback from 
customers. The strategy of complaint maxi- 
mization is, of course, subjected to certain 
cost constraints. Costs form part of the third 
planning activity, budgeting. Initial costs for 
complaint management are design and devel- 
opment or purchase of hardware and soft- 
ware, office space and equipment, telecom- 
munications equipment, consultancy con- 
tracts, training and education, capital costs 
etc. Examples of operation costs are person- 
nel, internal research, communication and 
analysis, system maintenance etc. (Riemer, 
1986). 

Collecting data refers to the input function 
of complaint management. This means first 
of all recording complaint data elements such 
as product type, product name, model and 
size, point of purchase, reason for problem, 
name, address, phone number of the com- 
plainant, date of incident, production num- 
ber of the product involved, date of com- 
plaint, complainant’s commentary, etc. To 
put this complaint data into perspective we 
propose to collect additional dissatisfaction 
related data as well. This may include war- 
ranty data, repair data, the number of cus- 
tamers that are dissatisfied but do not com- 
plain, data from billing and account records 
etc. 
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processing data forms the throughput 
function of complaint management. It consist 
of screening, classifying and analyzing eus- 
tomer complaints. Although a lot of com- 
plaints can usually be solved at first contact, 
a small number requires special attention. 
These include potential legal liability claims, 
new problems, repeat complaints etc. By 
careful screening such cases can be singled 
out. Complaint data can be divided into 
coded and non-coded data (Anton and De 
Ruyter, 1991!. Coded data can be grouped 
into finite set of categories. Examples are 
product type, product name, model and size, 
point of purchase, reason for problem etc. 
Non-coded data is unique to the individual 
complainant. Non-coded data differs from 
case to case. Examples of non-coded data 
are name, address, phone number, date of 
incident, production number of the product 
involved, date of complaint, customer’s com- 
mentary, etc. Quantitative and qualitative 
analysis of data completes this complaint 
management function. Statistical analysis al- 
lows for comparison between data variables 
such as the number of complaints by time 
(trend analysis), complaints by organisational 
function, complaints by retail outlet. Qualita- 
tive analysis refers, for example, to text anal- 
ysis of complainants’ commentaries. This may 
be of equal interest to company management 
as statistical reports (Goodman et al., 1988). 

Communicating information forms the out- 
put element of the complaint management 
system. Communication takes place with two 
target groups: company management as in- 
ternal customers and complainants as exter- 
nal customers. With respect to internal cus- 
tomers, management information generated 
from consumer complaints can be of use to 
Marketing (e.g., Wimmer, 1985), Quality AS- 
surance (e.g., Goodman and Malech, 1985), 
Research and Development (Hansen, 1986) 
and Legal Affairs (e.g., Ulincy, 1989). Empir- 
ical research by Kasper (1982) identified a 
large variety of typical corporate customers 

of complaint information. In a survey con- 
ducted in the Netherlands he found that 
management information on the basis of cus- 
tomer complaints was sent to such organisa- 
tional functions as Production (28%), Mar- 
keting (24%), Quality Control (1’7%), Prod- 
uct Development (lo%), Service (4%), Sales 
(19%), Purchasing (40/o), Administration/ 
Accounting (4%), Consumer Services (5%), 
Laboratories (13%). As far as communica- 
tion with external customers is concerned, 
TARP (1986) found that factors of impor- 
tance were: meeting customer expectations, 
reassurance if the problem cannot directly be 
solved, comprehensiveness, clarity, accuracy 
and timeliness. 

Organizing is the first of the supportive 
functions for complaint management. It can 
be approached from (1) the organisational 
level and (2) the functional level. At the 
organisational level aspects that have to be 
taken into consideration are place within the 
organisational structure, reporting relation- 
ship and integration into organisational deci- 
sion-making. At the functional level we look 
at size, structure and job specifications (e.g., 
data entry, analysis etc.) within the complaint 
managing department itself. 

Managing people deals with the human 
resources management of the complaint 
management unit. This includes such activi- 
ties as selecting, training and motivating per- 
sonnel. Fornell (1976) found that the major- 
ity of Consumer Affairs managers were re- 
cruited from within the organisation. Advan- 
tages of in-company recruitment are a 
knowledge of the organisation’s products and 
procedures (TARP, 1986; Riemer, 1986), the 
presence of informal ties and internal con- 
stituencies and personal recognition based 
on experience (Conference Board, 1973). 
SQCAP/TARP (1988) found that most or- 
ganisations provided their personnel with 
formal training. This concerned such matters 
as company policies (91%), telephone tech- 
niques (88%), product information (83%) and 
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dealing with angry customers (81%). As far 
as motivation is concerned, incentive systems 
for complaint management personnel consist 
of both economic and non-economic incen- 
tives (TARP, 1986). Important non-economic 
incentives are top management support, for- 
mal merit citations and the permission to 
perform an analysis of the data. 

Mavlaging resources refers to the means 
that are used to support complaint manage- 
ment activities. Recent developments in 
communication and information technology 
enable organisations to manage customer 
complaints in an efficient manner (Riemer, 
1986; Shostak, 1989). The state-of-the art 
complaint management unit uses technolo- 
gies such as telephone data collection sys- 
tems and computer-based data analysis sys- 
tems (Goodman and Malech, 1985; Riemer, 
1986; TARP, 1986; SOCAP/TARP, 1988; 
SOCAP, 1990). The management of these 
resources concerns such matters as design, 
implementation and maintenance. 

Controlling is the function of complaint 
management concerned with comparing ac- 
tual performance with predetermined objec- 
tives and undertaking any necessary correc- 
tive action. Two measures of performance 
can be distinguished: efficiency and effective- 
ness (Schaefer, 1988). Efficiency is a measure 
that compares input and output in terms of 
(1) time standards (e.g., the time it takes to 
respond to a particular complaint), (2) cost 
standards (e.g., the average cost of handling 
a complaint), (3) quality standards (e.g., the 
accuracy of the data collection methods 
used), (4) productivity standards (e.g., the 
number of complaints dealt with in a set time 
period) and (5) behavioral standards (e.g., 
courteousness of complaint management 
personnel). Objectives of complaint manage- 
ment are defined in terms of restoration of 
complainant satisfaction and generation of 
preventive and corrective feedback for man- 
agemcnt. The control measure of effectivc- 
ness, therefore, looks at how information 

generated by complaint management meets 
these objectives. With regard to external cus- 
tomers, this means measuring the number of 
satisfactorily resolved complaints, the imp&t 
of complaint management in terms of CUS- 
tomer loyalty and corporate image. With re- 
gard to internal customers, effectiveness can 
be measured in terms of real and perceived 
value for management decision-making. Real 
value refers to the extent to which informa- 
tion on the basis of complaints has been 
actually used for decision-making, while per- 
ceived value refers. to management’s satisfac- 
tion with the information. 

This concludes our discussion of the con- 
stituent functions of a complaint manage- 
ment system. We will now attempt to show 
why and how the use of such systems has 
become particularly important for organisa- 
tions due to recent European legal develop- 
ments in the field of product safety and 
liability. 

3. European legal developments on product 
liability and product safety 

The legal climate in the European Com- 
munity on product liability/product safety in 
the 1990s will be dominated by two regula- 
tions: the directive concerning liability for 
defective products (product liability) and the 
directive concerning general product safety 
published in Brussels, August 1992. In the 
cootext of European law a “directive” is an 
instruction to the member states to incorpo- 
rate a set of rules into their own national 
bodies of law within a certain period of time. 
Aithough some countries are still in the pro- 
cess of incorporation, the directive on prod- 
uct liability had to be in force in the member 
states by .luly 1988. The directive on product 
safety has come into force in 1992 and it is to 
bc expected that the member states will be 
allowed some time for national implementa- 
tion. 
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Although both directives are important in 
the context of progressively establishing the 
internal common market over a period expir- 
ing on December 31, 1992, we will not go 
into the legal structure of supranatknal Ek- 
ropean law, nor will we discuss legal details 
that numerous authors have put forward on 
these regulations. Coe (1987) compares the 
European Community with the United States, 
provides the text of the directive on product 
liability and gives information on the Euro- 
pean legal system. Reich (1986) discusses this 
directive in more depth, but his article may 
not be fully accessible to readers without 
legal expertise. Mann and Rodrigues (1988) 
deal especially with product liability in the 
Netherlands and with the transformation of 
this directive into Dutch law. Hondius (1989) 
researched the impact of the product liability 
dilective on legal developments and con- 
sumer protection in Western Europe and its 
relevance to Australia (1990). How product 
liability rules in particular affect weak con- 
sumers hzs been studied by Cavanillas 
Mugica (1930). 

Obviously, there is yet little literature on 
the directive on product safety. Falke (1989) 
gives some highlights. Weatherill (1990) stud- 
ied the directive t‘rom a British point of view. 
The most comprehensive study of European 
product safety law, until now, is by Joerges 
(1990). The above mentioned authors give 
useful information and present many refer- 
ences for further insights. 

3.1 Main items of the directive on product 
liability 

The central rule of Directive 85/374/CEE 
reads: “The producer shall be liable for 
damage caused by a defect in his product.” 

“ Product” means almost all movable 
goods, even though incorporated into an- 
other movable or into an immovah Elec- 
tricity is included. 

“Producer” is almost everyone: manufac- 

turer of a finished product or of a compo- 
nent part, producer of any raw material and 
furthermore anyone who presents himself as 
a producer by putting his name, trademark 
or other distinguishing feature on the prod- 
uct. Anyone who imports a product into the 
European community is also treated as “pro- 
ducer”. 

A product is defective when it does not 
provide the safety which a person is entitled 
to expect. All circumstances must be taken 
into account, including the presentation of 
the product, the reasonably expected use and 
the time when put into circulation. 

“Damage” is limited to damage caused by 
death or personal injury and, furthermore, 
damage to or destruction of any item of 
property other than the defective product 
itself, provided that this item is of a type 
ordinarily intended and used mainly for pri- 
vate use or consumption. An attentive reader 
may conclude correctly that the directive 
covers all personal injuries but keeps rele- 
vant damage to material goods within the 
sphere of the ultimate consumer or user. In 
the case of personal injuries the directive 
goes beyond consumer protection. 

Although better consumer protection is an 
important goal of this new regulation, a sub- 
stantial burden of proof still lies with the 
person who suffers: he or she is required to 
prove the damage, the defect and the causal 
relationship between defect and damage. 

The core of the directive is the limitation 
of accepted means of defense. This limitation 
results in improved consumer protection be- 
cause if a producer does ot succeed in using 
these means of defense nvincingly, he will 
be held liable. Some legal details of the 
directive may show implicit possibilities to 
escape liability; nevertheless we focus on the 
means of defense the directive explicitly al- 
lows the producer to USC. 

The producer shall t be liable if he 
proves (occasionally WC orten parts of the 
official text ): 
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(a) that he did not put the product into 
circulation; or 

(b) that it is probable that the defect which 
caused the damage did not exist at the 
time when the product was put into cir- 
culation by him or that this defect came 
into being afterwards; or 

(c) that the product was neither manufac- 
tured nor distributed by him in the course 
of his business; or 

(d) that the defect is due to compliance of 
the product with mandatory public regu- 
lations; or 

(e) that the state of scientific and technical 
knowledge at the time when the product 
was put into circulation was not such as 
to enable the existence of the defect to 
be discovered; or 

(f) in the case of a component manufac- 
turer, that the defect is attributable to 
the design of the product in which the 
component has be fitted or to the in- 
structions given by the manufacturer of 
the product. 

Even when all member states will have 
incorporated this directive in their legisla- 
tion, the regulation of product liability in the 
European Community will be only partly uni- 
fied, for several reasons. One of these is that 
the directive contains three options (in fact 
the price that had to be paid in order to 
achieve consensus between member states): 
(1) primary agricultural products can be in- 
or excluded, (2) any member state can decide 
to exclude the “state of the art” defense (see 
(e) above), (3) any member state can decide 
that a producer’s total liability for damage 
resulting from death or personal injury and 
caused by identical products with the same 
defect shall be limited to an amount of 70 
million ECU. 

A further harmonisation of the product 
liability laws of the member states is possible 
because every five years the situation will be 
examined by the European Commission. New 

proposals might well be the outcome of these 
evaluations. 

3.2 Main items of the directive on prodhct 
safety 

The core of Directive 92/228/CEE is a 
general safety rule directed at the member 
states; these have to take all the necessary 
measures in order to ensure that only safe 
products are marketed. In contrast to the 
directive on product liability (3.1 above) 
“product” is defined in the broadest possible 
sense. Its scope is explicitly not limited to 
consumer products, it covers the whole fore- 
seeable product lifetime when used for its 
intended purpose, or in a manner which may 
reasonably be foreseen and with regard, in 
particular, to the normal behaviour of chil- 
dren. “Product” includes any part of it, like 
raw materials, substances or components. 
Even semi-finished and second-hand com- 
modities are “products” in the scope of this 
directive. 

A product is “safe” if it does not present 
an unacceptable risk for the safety and health 
of persons. All characteristics of the product 
are relevant in this respect: design, composi- 
tion, execution, functioning, wrapping, condi- 
tions of assembly, maintenance or disposal 
and instructions for handling and use. 

The general safety rule mentioned above 
moreover includes that if a product-be- 
cause of its nature or for technical or eco- 
nomic reasons-presents a significant risk 
which is acceptable as such, this risk has to 
be appropriately indicated. This warning shall 
enable any intended or potential user of the 
product to make his own assessment of the 
risk before he acquires or uses the product. 

Member states are required to place sup- 
pliers under the obligation to market only 
safe products. “Supplier” means the manu- 
facturer and any person presenting himself 
as such (e.g., by using his own trademark), 
the manufacturer’s authorized agent in the 
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European Community or the EC importer of 
the product, and even other distributors in 
the supply chain if their activities may affect 
the safety of a marketed product (e.g. stor- 
age). 

In order to assess the conformity of a 
product with the general safety rule, the di- 
rective provides a multi-criteria approach: 

(0 

(2) 

(3) 

(4) 

(5) 

the product must conform with specific 
European Community rules concerning 
health and safety requirements; 
in the case of absence of Community 
rules, the product must conform with 
specific rules on health and safety re- 
quirements of the national law of the 
member state where it is put on the 
market (provided that these national 
rules do not interfere with the section in 
the EC Treaty on the free movement of 
goods); 
while applying specific Community rules 
(1, above) or national rules (2, above) 
one must also take into account Euro- 
pean and national standards or technical 
specifications for the product concerned, 
if any; 
in the absence of specific rules (1, 2, 
above) or standards (3, above) the assess- 
ment of conformity with the general 
safety rule shall be made with reference 
to more general criteria like the state of 
the art of scientific and technical knowl- 
edge, codes of good practice, etc.; 
despite conformity with rules, standards 
and codes (l-4, above), authorities of 
member states are in any case entitled to 
put restrictions on the marketing of 
products or require withdrawals from the 
market and recalls from the users in case 
of evidence that a product is threatening 
the health and safety of persons. 

Besides the duty of suppliers to provide 
buyers and users with information relevant 
to the assessment of safety risks of the prod- 
uct concerned, suppliers are also forced to 

monitor the safety of marketed products in 
order to be able to take action if unaccept- 
able risks do occur. According to the direc- 
tive this monitoring duty includes: identifying 
product lots by marking, sample testing of 
(already) marketed products and the institu- 
tion of systematic procedures for assessing 
and investigating complaints made by users. 

The directive obliges member states to 
establish national authorities to see that sup- 
pliers act in compliance with the safety, 
warning and monitoring rules. These author- 
ities can be given, among others, the follow- 
ing powers: requesting all relevant informa- 
tion and samples of a product from suppli- 
ers, issuing public warnings, the restriction of 
distribution and marketing, requesting ap- 
propriate changes in a product or prohibiting 
its further manufacture, inviting voluntary 
recall or ordering a manufacturer to recall 
the product. These authorities have to collect 
and analyze information on health and safety 
risks and give due consideration to com- 
plaints by the public about safety properties 
of marketed products. 

Finally, the directive provides for a system 
of fast exchange of information between 
member states in cases of unacceptable 
product risks. An authority of a member 
state is obliged to notify the European Com- 
mission of all measures issued to prevent a 
health risk within a short period. The Com- 
mission can urge authorities of other mem- 
ber states to take appropriate measures im- 
mediately to protect their citizens against 
that hazard. 

3.3 Regulation of product liability and product 
safety: two sides of a coin 

From a strict legal point of view, product 
liability and product safety regulations are 
separate systems of rules and differ in na- 
ture. Regulation of product safety is part of 
the body of public law in which governments 
have the power to impose obligations on 
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suppliers. Regulation of product liability be- 
longs to ihe domain of private law (of con- 
tracts and tort) in which injured users of 
products can go to court and claim for com- 
pensation of damages. From a societal point 
of view, though, product liability and product 
safety regulations are complementary. With 
product safety the legislature strives for pre- 
vention of injuries. In the case of failure or 
absence of prevention, product liability is 
needed as a means and procedure of com- 
pensation for damage suffered. 

It is becoming rather obvious that in mod- 
ern societies it is not enough to have only 
product liability regulation. Christoffel(l989) 
argues that product liability lawsuits are 
flawed quality mechanisms. Earlier Bardach 
and Kagan (1982) concluded likewise. Court 
procedures are complicated, time consuming 
and costly, the parties involved are not equal, 
etc.; product liability regulation is a poor 
problem solution mechanism and cannot 
serve society adequately. According to Dardis 
(1988), Hjorth-Andersen (1987) and Joerges 
(1986) markets are imperfect because price is 
a bad indicator of product quality and there- 
fore of product safety. A thought provoking 
overview of legal approaches to safety risks is 
offered by Asch (1988). Furthermore, in 
member states that allow the producer to use 
the “state of the art” option as a means of 
defense, it is the innocent injured person 
“who is obliged to bear his own loss”, as 
Weatherill (1987) has put it. 

Product safety comes first and it is the 
manufacturer who has to produce it. If the 
producer can or will not meet the demands 
of the public’s right to safety, governments 
have to take over this responsibility by using 
measures like public warnings and compul- 
sory withdrawals and recalls on behalf and at 
the cost of the producer. Product liability 
comes second and provides compensation for 
damage that occurs despite preventive poli- 
cies. The better the product safety preven- 
tion system works, the less important product 

liability becomes. Product safety and product 
liability are two sides of a coin with the 
powers of government as ;d dcfcnder of con- 
sumer rights (and responsible for public 
health and safety) engraved on the edge. 

4. From awareness to diagnosis and remedy 

Brack and Gieskes (1990) demonstrate that 
product liability and product safety are phe- 
nomena with high relevance to Total Quality 
Management. This insight forms the key to a 
professional managerial approach of product 
liability and product safety issues. They ad- 
vise the formation of an in-company multi- 
disciplinary task force of experts to audit 
organizational processes and procedures in 
order to develop preventive policies. These 
authors present an example of a checklist 
which, if elaborated in practice, can be used 
to map the actual corporate state of affairs 
on product liability and product safety vul- 
nerability. 

In a defensive marketing strategy it is of 
great importance that complaining customers 
swiftly get a positive response in order to 
prevent them from switching brands, from 
negative word of mouth, from filing a claim, 
etc. Moreover, a professional performance of 
the corporate legal department in modern 
business requires an anticipating attitude to 
protect the company against costly claims for 
damage. In both perspectives customer com- 
plaint management could render the com- 
pany an important service as the following 
examples drawn from empirical research (De 
Ruyter, 1993) and our management consult- 
ing activities show. 

A large American car manufacturer uses a 
computer based system that produces &a! 
reports periodically. The system is operated 
such that, for instance, a “breach of warranty 
report” is produced monthly. The current 
month’s report is accessible on line and data 
is stored by region, Similar reports are Pro- 
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duced for small claims court cases and for 
product liability lawsuits. Even the data of 
closed cases is stored to be consulted after- 
wards, if necessary in view of similar current 
cases. Furthermore, a report is viewable on 
line of all indemnification requests, accepted 
or denied. 

One of the company’s major competitors, 
a large Japanese car manufacturer, is 
presently experimenting to take the state of 
the art in complaint management software 
one step further. One of the company’s re- 
gional Customer Assistance Centers has 
added a new module to its information sys- 
tem that relates the costs in each legal claim 
to the cost of arbitration. As a legal claim 
goes through the various stages of arbitra- 
tion, the spreadsheet-based module indicates 
at which point it will be most advantageous 
for the company to settle. 

Recently a Dutch company was forced by 
a public health agency to issue a written 
warning to the buyers of a so-called “easy-off 
slimming belt”. The company knew that users 
of the product risked medical problems. In- 
stead of conducting a profound investigation 
of these problems, the company tended to 
deny their existence and overlooked the legal 
consequences. In the meantime publicity was 
doing harm, customers were lost and poten- 
tial users deterred. Instead of negotiating 
and preparing legal procedures in order to 
mitigate the text of the written warning this 
firm could better have cared for its present 
customers and built an early warning system, 
preferably complaint data-based. The com- 
pany concerned was a mail-order firm, and 
certainly able to run the customer complaints 
software. It can be proven that the purchase 
Of complaint management software is cost- 
effective. A US health insurance company 
which recently bought a complaint manage- 
inent software package has found that legal 
costs resulting from customer dissatisfaction 
dropped 30% in the first six months. Al- 
thou+ it is always difficult to establish a 

direct causal relationship, the consumer af- 
fairs and legal departments managed to con- 
vince company management that the invest- 
ment had been a good one. 

A defensive marketing strategy performed 
by a customer complaints management unit 
in close cooperation with the corporate legal 
affairs department can cope with the fact 
that governmental agencies and prosecutors 
will be better equipped to defend the con- 
sumer’s right to safety. The burden of proof 
will become heavier for manufacturers and 
suppliers if a publicly accessible product 
safety database reveals that a company’s 
product is not in compli;rnce with standards 
and regulations and/or has caused acci- 
dents. In February 1991 the Dutch Con- 
sumer Safety Institute, a private organisation 
which works in close cooperation with and is 
subsidised by the Ministry of Public Health, 
presented a memorandum entitled “Towards 
a Dutch Product Safety Database” (ISBN 
90-6788-108-2). For purposes of research, 
governmental policy planning and criminal 
investigation the memo proposes to build a 
network between existing databases. This 
network can make better use of (new) Euro- 
pean statutory regulations and should be 
most helpful in the new situation of the 
single European market by linking it to the 
European Home and Leisure Accident 
Surveillance System (EHLASS), a database 
of cases of product users who had medical 
treatment because of product related un- 
safety. If this becomes reality there will soon 
be a public network of decentralised 
databases, interrelated on a European scale, 
with information on separate products de- 
rived from consumer complaints and crimi- 
nal investigation reports and with informa- 
tion on standards and regulations in the field 
of product safety as well. This information 
can be compared with available statistical 
material on accidents which makes data on 
unsafe products in the market easily accessi- 
ble and specific. 
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The corporate legal affairs department, in 
close cooperation with customer complaint 
management, should be very interested in 
methods to anticipate these developments in 
order to practice prevention of safety risks 
and of liability claims. In the field of product 
liability and product safety that is exactly 
what defensive marketing and complaint 
management is about. 

5. Summary 

In this article we have attempted to show 
how the notion of defensive marketing can 
take on a whole new meaning in the light of 
recent European legal developments on 
product safety and product liability. An out- 
line was developed of a system of complaint 
management that companies may use to pre- 
vent signals of customer dissatisfaction from 
escalating to the level of claims for compen- 
sation of damage or injury. Since customer 
complaint management has entered the in- 
formation age we have also tried to demon- 
strate how automated systems may enable 
companies to manage customer dissatisfac- 
tion more efficiently and effectively. So, on 
the basis of a pull originating from develop- 
ments in the legal field and an information 
technology push we predict that automation 
of the consumer affairs departments in gen- 
eral and their interface with the legal depart- 
ment in particular, will prove to be an impor- 
tant issue which European companies and 
non-European exporters into the European 
Community will have to face. 
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