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Abstract 
This present study discusses appropriate selection of research paradigm and research strategy of so-
cio-economic theory of organisations for organisational innovation in general, customer complaint 
management (CCM) in particular. Ontology and epistemology of socio-economic approach to man-
agement (SEAM) methodology, mixed quantitative and qualitative methods are proved to be con-
sistent with the implementation of CCM in small-to-medium sized enterprises (SMEs).  
 The research indicates how to produce and generalise theoretical and practical knowledge 
through abductive reasoning and early-versus-latter-stage research design for a pragmatic-oriented ac-
tion research. The conceptual model highlights that CCM can positively and simultaneously impact 
technical innovation, economic performance and social performance. One more interesting result is 
that economic performance can positively affect social performance.  
 The research process includes two five-step action plans in the early stage and empirical study in 
latter stage. The two five-step action plans (2015-2016 and 2017-2018) analyse customer complaints, 
explore the causes of customer complaints from employees’ viewpoints, put forward action plans, 
implement action plans and evaluate organisational performance. The empirical study applies struc-
ture equation modeling, to test whether technical innovation mediates the relationship between CCM 
and organisational performance. 
 
Keywords: Action research, Customer complaint management, SEAM, organisational innovation, 
abductive reasoning 
 
 
Consistencia de la teoría socioeconómica de las organizaciones e innovación organizacional: Un 
ejemplo de estrategia de gestión de reclamos de clientes 
 
Resumen 
El presente estudio discute la selección apropiada del paradigma de investigación y la estrategia de 
investigación de la teoría socioeconómica de las organizaciones para la innovación organizacional en 
general, y la Gestión de Reclamos de Clientes (GRC) en particular. La ontología y la epistemología 
de la metodología del enfoque socioeconómico para la gestión (SEAM, en inglés) y los métodos mix-
tos cuantitativos y cualitativos, han demostrado ser consistentes con la implementación de la GRC en 
pequeñas y medianas empresas (PYMES). La investigación indica cómo producir y generalizar cono-
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cimientos teóricos y prácticos a través del razonamiento abductivo y el diseño de la investigación de 
etapa inicial versus etapa tardía para una investigación de acción orientada y pragmática. El modelo 
conceptual destaca que la GRC puede impactar positiva y simultáneamente en la innovación técnica, 
el desempeño económico y el desempeño social. Otro resultado interesante es que el desempeño 
económico puede afectar positivamente el desempeño social. El proceso de investigación incluye dos 
planes de acción de cinco pasos en la etapa inicial y un estudio empírico en la última etapa. Los dos 
planes de acción de cinco pasos (2015-2016 y 2017-2018) analizan las quejas de los clientes exploran 
las causas de las quejas de los clientes desde el punto de vista de los empleados, presentan planes de 
acción, implementan planes de acción y evalúan el desempeño organizacional. El estudio empírico 
aplica el modelo de ecuaciones de estructura para probar si la innovación técnica media la relación 
entre la GCR y el desempeño organizacional.  
 
Palabras clave: Investigación-Acción, gestión de reclamos de clientes, SEAM, inovación organiza-
cional, raciocínio abductivo 

Introduction 

The relationship between action research and organisational innovation attracts attention 
from numerous researchers with regard to topics such as action research and organisational 
learning (Eikeland, 2012), action research and individual knowledge use in organisational 
innovation process (Sousa et al., 2015), action research innovation cycle (Salehi et al., 
2015), systematic approaches to designing and implementing change in organisations (Benn 
and Baker, 2009; Molineux, 2018), and design-led innovation (Price, 2018). They confirm 
that “flexible loop which allows action (exploration and exploitation Innovation) and re-
search (organisational learning and feedback system) to be achieved at the same time”. 
However, evaluation of the strategic action plans after implementation stage of action re-
search and generalisation of the case study research have not been focused. Therefore, 
SEAM is considered as a methodology to shorten this gap.  

Customer complaint management (CCM) strategy is often considered at functional lev-
el by empirical studies applying deductive reasoning. A few researchers implement this 
strategy, based on action research with deductive reasoning. Therefore, there has not been 
any research adopting abductive reasoning and SEAM to recognise both operational speci-
ficities of organisation as well as stability of core knowledge for broader community of 
SMEs over the world.  

The study including two stages: early and latter, uses abductive reasoning that means a 
process of deductive  inductive  deductive logics. In the abductive approach, the research 
starts with “surprising facts”, and then is devoted to their explanation (Bryman et al., 2015).  

First, deductive reasoning is applied to suggest a CCM project. The reason is that the 
intervention research project starts with “puzzles” of a SME in passenger transport industry 
of Vietnam such as significant decline of customers, strong decrease of profits of flagship 
service: inter-city bus, high turnover rate of employees, receiving many customer com-
plaints about service quality, serious competition on the crowded market, and needs a 
framework with specific intentions to be implemented as soon as possible. In the early stage 
or production of knowledge called professional knowledge (or practice knowledge), a five-
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step CCM framework is suggested with regard to analysing problems of the company and 
literature review on intervention methodology, customer relationship management (CRM) 
and customer complaint management combined with SEAM. In this stage, knowledge is 
science-based, with characteristics of relevance and responsibility. CCM framework is ap-
proached from system and relational approach of relationship marketing; integrated and ho-
listic combination between people, process and technology of CRM from a strategic angle; 
aggregate complaint analysis; organic aspects of exit-voice theory; led to achieve multifac-
eted organisational performance, and human capital development.  

Second, inductive reasoning is applied during the implementation of the CCM project. 
Key ideas occurred through transformations created by the processes of interactions between 
researcher and organisational actors, as well as transferring tools of management. These key-
words are necessary actions formulated in the CCM project. Then, they are coded into con-
structs including organisational learning, human resource management and strategic man-
agement led to form customer complaint management; as a result technical innovation of in-
novation capabilities is created, including types of innovations such as service, process, 
technology and marketing; economic performance, social performance, customer complaint 
management profitability, and hidden costs are coded into organisational performance.  

Third, deductive logic is repeated. The three variables stemmed from the inductive pro-
cess are customer complaint management, technical innovation and organisational perfor-
mance, that will be tested through an empirical research in order to be actionable in a larger 
social context, applied and disseminated to a broad network of audiences.   

Research design 

Buono et al. (2018) suggest a research process applying SEAM methodology including two 
stages as presented in the below figure. 
  

Figure 1: Conceptualising intervention research: Early-versus latter-stage research 
   (Source: Buono et al., 2018) 
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Early stage – Innovation and new insights  

Early stage (Production of knowledge) is a longitudinal intervention research with innova-
tions, new insights and inductive process through productive interactivity of knowledge be-
tween researcher and actors (Buono et al., 2018). Results of the first stage are not only im-
proving organisational performance of the case by implementing CCM combined with 
SEAM, but also suggesting the conceptual model for the relationship between CCM and 
organisational performance mediated by technical innovation. Raw materials are written 
documents, oral expression and acts of actors, making the first axis called intervention re-
search in services marketing and organizational development. 

Research question of the early stage 

How does a transportation SME in Vietnam improve organisational performance by im-
plementing customer complaint management through a socio economic approach to man-
agement? 

To this end, five sub-research questions are posed to develop a more refined analysis. 
 
Sub research question 1: What do customers complain about? 
Sub research question 2: How do employees view customer complaints? 
Sub research question 3: How does an SME act to reduce customer complaints? 
Sub research question 4: How does an SME implement strategic action plans? 
Sub research question 5: How does an SME evaluate its organisational performance after 
resolving customer complaints? 

Epistemology of the early stage  generic constructivism and epistemology of 
SEAM  

Generic constructivism of SEAM is situated between constructivism and positivism, meet-
ing demands of management science research whose main scope of knowledge develop-
ment and transmission is not individual but team or organisation.  

Epistemology of SEAM consists of three principles. First, cognitive interactivity is an 
interactive process of knowledge production between company actors and researchers, 
through successive feedback loops with the goal of increasing values of information pro-
cessed by scientific work. Second, contradictory inter-subjectivity is a technique for creat-
ing consensus based on the subjectivity perceptions of different actors, in order to create 
more objective grounds for working together through numerous interactions between the 
actors. Third, generic contingency means that while recognising the operational specifici-
ties of organisations, postulates the existence of invariants that constitute generic rules, em-
bodying core knowledge that possesses a certain degree of stability.  

Dysfunctions of SEAM 

The socio-economic theory of organisations was developed by Savall and his colleagues in 
ISEOR, Lyon, France, began in 1973, provides an alternative to traditional management. 
The micro and macro isomorphism paradigm in macroeconomics (Savall, 1975) is the 
origin of the socio economic theory. SEAM is the methodology incubated by this theory. 
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An organisation is a complex whole, made up of five types of organisation structures 
(physical, technological, organisational, demographic and mental) that interact with five 
types of human behaviors (individual, trade, group, occupational group, affinity group and 
collective). This interaction creates the enterprise‘s functioning. Such functioning, however, 
is permeated with anomalies, disturbances, and discrepancies between the desired function-
ing (referred to as orthofunctioning), and the observed functioning (i.e., dysfunctions). 
These dysfunctions can be classified into six families: working conditions, work organisa-
tion, communication, communication – coordination – cooperation (3C), time management, 
integrated training, and strategic implementation.  

Hidden costs of SEAM model 

According to ISEOR researchers, these dysfunctions generate hidden costs for the organisa-
tion. They taint the relevance, effectiveness and efficiency of decisions. 

They prove that the socio-economic method of hidden cost analysis includes five head-
ings of socio-economic indicators in which three predominantly social (absenteeism, work 
accidents, occupational sickness and personnel turnover), and two predominantly economic 
(product/service quality and direct productivity). Savall et al. (2011) instruct that hidden 
costs constitute the destruction of value – added, which affects the overall economic per-
formance of the enterprise. Such hidden costs have six components, including excess sala-
ries, overtime, overconsumption, nonproduction, non-creation of potential and risks en-
dured by the enterprise.  

Research strategy of the early stage 

The research strategy is context driven and comprehensive participations of employees. 
Some techniques are used such as 10 open interviews with customers, 131 semi-structured 
interviews with employees in the first period (2015-2016), 16-in the second period (2017-
2018); qualitative observations, quantitative measurements, analysis of documents, discus-
sions, ideation, shared action, monitoring and evaluation during the two periods. Dysfunc-
tions and hidden costs are investigated by the interactions between company actors and the 
researcher, and approved by Board of directors of the company through mirror effects of 
SEAM. 
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Research process 

Figure 2: The two cycles of CCM framework 
  
Step 1 and step 2 are to find out dysfunctions and hidden costs confirmed by mirror effects. 
Step 3 and step 4 are to use management tools of SEAM. Step 5 is to evaluate organisation-
al performance by indicators such as economic performance, social performance, customer 
complaint management profitability and decreased hidden costs. 

Latter stage – Testing ideas and generalizability  

Latter stage (or conditions of validation of knowledge) is to test construct validity and gen-
eralisability based on deductive reasoning and empirical research. In this research, con-
structs include customer complaint management, organisational performance and organisa-
tional performance. Raw materials are questionnaires for transport SMEs of Vietnam. Sam-
pling of 400 questionnaires ensures a large number of observations, creating the second 
axis in which customer complaint management and technical innovation of the organisation 
are researched.  

Research question of the latter stage 

To what extent does technical innovation mediate the relationship between customer com-
plaint management and organisational performance? 

Epistemology of the latter stage 

Deductive reasoning and empirical research are applied in the latter stage, in order to test 
whether the conceptual model of the early stage is generable. 
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Research strategy of the latter stage 

Survey questionnaires were randomly distributed to 400 members of Association of 
transport enterprises in Vietnam and 301 transport companies. Mediation analysis technique 
is used to confirm the relationship between integrated-SEAM customer complaint man-
agement, technical innovation and organisational performance. 

Literature review 

Outcomes of the literature review are to explore the relationship between CCM and organi-
sational performance through SEAM; and mediation role of technical innovation in the re-
lationship between customer complaint management and organisational performance.  

Customer complaint management and organisational performance 
through socio economic approach to management 

Literature review before the first action plan 

The research develops customer complaint management framework based on important in-
tentions of effectively managing services employees in services marketing by pragmatic 
orientation of action research in which customers, top management as well as front line 
employees all join the process to provide useful knowledge, and their participation will re-
duce their resistance to organisational change related new CCM strategy.  

Customer complaint management is a sub-component of customer relationship man-
agement that is a component of relationship marketing. Therefore, in this study, customer 
complaint management is approached from systems and relational perspectives of relation-
ship marketing; holistic and integrated combination between People, Process and Technol-
ogy of customer relationship marketing. The relationship between customer complaint 
management and organizational performance is proved in studies by Faed et al. (2015), 
Yilmaz et al. (2015), Johnston (2001), Fornell and Wernerfelt (1987), Fornell and Werner-
felt (1988), Zang and Kim (2010), MacLeish (2010), Homburg et al., (2013) through empir-
ical research methodology. Furthermore, implementation of customer complaint manage-
ment is conducted in some researches by action research such as Hsiao et al. (2016), Arash 
(2014); other qualitative methods such as Johnston and Mehra (2002), Katrien and Yves 
(2014) (Please see the Appendix 1). As a result, there is no research on implementation of 
customer complaint management by SEAM methodology.  

The reasons for the combination of CCM and SEAM are to solve service failure, reveal 
human capital development in this process, and new comprehensive evaluation of organisa-
tional performance. This study approached from organic aspect of exit-voice theory 
(Hirschman, 1970) meaning making favorable internal environment for CCM success 
through SEAM. 

SEAM is a systematic approach to organisational change, appropriate to strategic level 
of customer complaint management. Savall (2003) concludes as follows: “based on bio sys-
temic, SEAM integrates human resources and financial management by calculating the 
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costs of the dysfunctions related to a lack of quality management; integrates marketing, 
sales and strategy through the use of strategic vigilance indicators at every departmental 
level within the company; integrates the operations and production management with or-
ganisational development, in a participative way, by involving the actors in the defining of 
solutions for process improvements within the company according to technological appro-
priation principle”. SEAM therefore is expected to accelerate holistic integration of People, 
Process and Technology of the organisation in combination with CCM. 

Almost all previous researchers use quantitative indicators that are insufficient to 
measure achievements of all management functions on organisations. However, SEAM 
analysis of organisation performance is based on qualitative, quantitative and financial data, 
not only based on financial data as traditional management, reflecting multi-dimensional 
aspects of empowerment of CCM such as profitability, retaining customers and employees. 
So, this research shorten the gap by considering organisational performance as a CRM suc-
cess that decreases in hidden costs (Savall, 2003; Lakshmi et al., 1996); increases corporate 
social performances including economic performance (productivity, profitability and return 
on complaint management) and social performance (Working conditions/health and safety, 
Employee opportunities and relations, Internal communications, Community relationships, 
turnover rate and absenteeism rate) (O‘Connor et al., 2008); rises customer complaint man-
agement profitability (Stauss et al., 2003; Gupta et al., 2005). The measurement method is 
more comprehensive than the previous. 

Literature review after the first action plan (Figure 3) 

Organisational learning means leaning how to manage employees, how to operate the new 
service system, leading to positively impact operating performance through strategic deci-
sions (Bergh et al., 2008). Organisational learning provides clues as to how to best imple-
ment a new strategy to enhance performance.  

Human resource management is implemented to improve the poor working environ-
ment and employees’ stress levels (Hoffman, 2007; Linnenluecke et al., 2010), enhance the 
managerial capacity of mid-level managers (Toderi et al., 2015).  

That seriously competitive market and poor customer relationship result in poor relia-
bility of service operations needs service innovation, a new corporate strategy (Porter, 
1987) and a new more offensive marketing strategy (Bolton et al., 1995) rather than a de-
fensive marketing strategy or service recovery strategy. This is the reason why a new inter-
city bus limousine service is launched (Bessant et al., 2015; Nada et al., 2015; Panou et al., 
2015). Furthermore, the guaranteed dimension of the service quality was reflected in the 
physical facilities and equipment with poor technology. This was solved by investing in 
new vehicles (Plantinga et al., 2001; Schueth, 2003) and new information technology (Bes-
sant et al., 2011; Davis, 1980).  

Innovation capability refers to the implementation or creation of technology as applied 
to systems, policies, programs, products, processes, devices or services that are new to an 
organisation (Chang and Lee, 2008). Innovation capability is also the ability of firms to as-
similate and utilise external information for transfer into new knowledge (Cohen and Lev-
inthal, 1990). In terms of scope of innovation, there are administrative innovation and tech-
nical innovation. Technical innovation includes service innovation, process innovation and 
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marketing innovation. Service innovation is the introduction of a new service (inter-city 
limousine bus) to the market in terms of function, quality consistency of appearance (Liao 
et al., 2007). Process innovation involves creating and improving the method of production, 
and the adoption of new elements. Marketing innovation means new marketing strategies 
such as offensive and defensive. 

From status of action plan implementation, customer complaint management impacts 
technical innovation by formulating service innovation, marketing innovation and process 
innovation.  

Figure 3: Conceptual model after the first action plan 

Literature review after the second action plan (Figure 4) 

 First, from perspectives of human resource management, some important actions are train-
ing, rewarding, regulations, promotion procedure and internal communication. Training di-
rect employees and managers are prioritised to be implemented. Jalal Hanaysha (2016) 
proved that employee training has a significant positive effect on organisational commit-
ment. According to Lawler et al. (1992), rewards systems are often implemented within or-
ganisations as a key management tool that can contribute to a firm‘s effectiveness by influ-
encing individual behaviour and motivating employees at work. Schuler et al. (1987) 
agreed that the relationship between rewards, motivation and job satisfaction of employees 
are strategically important to organisation success, and are sources of competitive ad-
vantage, because it helps to create a unique and dynamic competencies level to the organi-
zations (Khalid et al., 2011). Internal regulation (also called directive, guideline, code, in-
struction etc.), which is an internal normative act of an employer regulating rights and obli-
gations of its employees, is proved to be in Kaplan and Ferris’ (2006) study. If sufficient 
efforts and resources are allocated for assuring that personnel manage to translate the strat-
egy to their roles, the organisation will have a committed workforce who know how to exe-
cute the plan (Baron, 2006). It is worth mentioning that employees get their communication 
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from how the company operates as well, e.g. what is accepted, what is noticed, who was 
hired and who was laid off.  

Second, from perspectives of standardised process, Davenport (1993) defines a busi-
ness process as a structured, measured set of activities designed to produce a specific output 
for a particular customer or market. It implies a strong emphasis on how work is done with-
in an organisation, in contrast to a product focus emphasis on what is done. A business pro-
cess is a complete, dynamically co-ordinated set of activities or logically related tasks, that 
must be performed to deliver value to customers or to fulfill other strategic goals (Guha et 
al., 1997). Organisational responsiveness on social media reveals responding to customers’ 
requests/complaints fast because the response speed is more important in online customer 
satisfaction than offline (Cho et al., 2002).  

Third, in marketing policies manner, from perspectives of membership policy, the mar-
ket share of a firm is generally positively correlated to its profit (Buzzell et al., 1987). 
Therefore, increasing market share is one of the main targets of a firm. Hung et al. (2017) 
propose a multi-year membership pricing policy for a service business like a gym chain, in 
which membership pricing is long – term contracts. However, passengers cannot predict 
and plan seat bookings for long – term contract. Therefore, the company should give loyal 
passengers incentives after 1 year of using Limousine service. Customers with the highest 
number of times per year will receive incentives. Weick et al. (2005) suggest that mental 
model of business–customer interactions affect the sense making of social media. In the 
year of 2020, after the action research, the company should focus on Perceived quality and 
credibility of fan page. Therefore, revising, uploading detailed information about all ser-
vices on Facebook and responsiveness strategy should be implemented immediately in 
2017. 

  
Figure 4: Conceptual model after the second action plan 
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Mediation role of technical innovation in the relationship between 
customer complaint management and organisational performance  

That customer complaint management positively impacts organisational performance is ap-
proached from organic and mechanistic approach of exit-voice theory and empirically 
proved in studies of Yilmaz et al. (2016), Faed et al. (2015), and Homburg and Furst 
(2005).  

Many researchers explore the relationship between customer complaint management 
and innovation capabilities, for example, Dow et al. (1999), Lin et al. (2010). However, the 
relationship between customer complaint management and technical innovation has been an 
under researched field of customer integration into service innovation processes. Meik et al. 
(2014) by combining knowledge from two substantive research areas: customer complaint 
management and service innovation management, develop and discuss a conceptual frame-
work for a promising form of (indirect) customer integration to stimulate service innova-
tions; and suggest companies to make use of multichannel complaint management since it 
bears potential to access unique customer experience information. 

Battor and Battor (2010) demonstrate how customer relationship management capabil-
ity and innovation work together to produce performance advantages; investigate the medi-
ating role of innovation between CRM and performance. Their results support the direct 
impact of CRM and innovation on performance, and the indirect effect of CRM on firm 
performance through innovation.  

The mediation role of technical innovation in the relationship between customer com-
plaint management and organisational performance through structure equation modeling is 
analysed in the latter stage. 

Findings  

Findings of early stage – Innovation and new insights  

The first period – Proposing an organizational innovation (2015-2016) 

Results of the first and second steps are dysfunctions and hidden costs. Dysfunctions in-
clude strategic implementation, working conditions and work organization. From perspec-
tives of strategic implementation, the two sub-themes are strategic orientation and infor-
mation system. In working conditions manner, some problems are downgraded infrastruc-
ture and vehicles, bad attitudes of employees. Based on aspects of work organisation, the 
company faced stressed employees and limited managerial capacities. 

The 20 actions are coded into 5 baskets that are implemented step-by-step. The organi-
sational learning group consists of learning how to select departures and destinations (sta-
tions), learning how to operate the service system with information technology, learning 
how to directly interact with customers, and learning how to manage drivers and other di-
rect employees. Reinforcing human resource group composes new uniform for employees, 
changing organisational chart, training direct frontline employees: communication skills, 
facility upgrades for accommodation, offices, parking areas, developing outdoor and visit-
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ing activities, internal regulations, new slogan: “Customers pay our salaries” for all em-
ployees, training plan for line managers: management skills and communication skills. 
Group of suggesting corporate strategy includes designing content of new strategy, suggest-
ing functional level of strategic management: offensive marketing strategy and designing 
limousine service to replace old inter-city bus service. Investment into new vehicles com-
prises of preparing capital to buy new cars and purchase of 30 new cars  Ford Limousine 
D-Car. Investment in new information technology contains setting up hotline booking 
number, Fan page of the company, and responsiveness on these two communication tools.  

Total actions that are successfully implemented are 19 out of 20. One action has not 
been conducted, that is about training for line managers, and will be transferred to the sec-
ond action plan. 

Second period – Extension phase: more improvements of business operations 
(2017-2018) 

Dysfunctions are identified in the second period compose strategic implementation (not-on-
time or delay in service process, under-skilled marketing employee, vehicle maintenance, in-
sufficient marketing tools), integrated training (training direct employees and training mana-
gerial employees), work organisation (overloaded works, unsatisfied and stressed employees, 
unclear internal regulations, bad c-oordination between call-center department and others). 

In the second action plan, 12 actions are grouped into human resource management, 
commitment to improve service quality, and marketing policies. Human resource manage-
ment includes professional training programmes for frontline employees, training pro-
gramme for mid-level managers (Management skills and Communication skills), sugges-
tions for reward/encouragement policies, more internal regulations and promotion proce-
dures, suggestions for internal communication procedures and promoting labour union to 
create activities as well as attention paid to complaints from stressed employees. Total 12 
actions are successfully implemented.  

As a result, in this second period, the company fosters process innovation and market-
ing innovation. Organisational performance is improved overtime. 
 
Table 1: Customer complaint management profitability after the two action plans 

Customer complaint management profitability at the end of a year 2014 2016 2018 

Profit of complaint management (VND) None 36,200,000,000 531,749,000 

Total investment in customer complaint management (VND) None 60,487,900,000 262,461,000 

Return on complaint management (%) None 60% 202.60% 

 
After implementing customer complaint management, from perspectives of economic per-
formance, the company decreased risk of failure of customers, risk of failure of machinery 
and risk of failure of labour. Besides, competitiveness of the company is gradually in-
creased through higher average wages, higher corporate income taxes paid and higher reve-
nue from new branches of the company. Also, Profitability, Productivity, Total revenue and 
Total production per each flagship type of business have grown every year. 
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Although the first period action plan focused on economic performance, it also contrib-
utes to improve social performance. Employee satisfaction index is raised up because of 
better human resource management, for example, increased number of training programmes 
/ hours of training, number of employees trained, professional development. Customer – 
oriented corporate culture is developed by implementing means developed within the com-
pany to prevent exclusion such as not allowed to drink alcohol, drugs and other stimulants, 
comply with traffic law of the government, comply with the company’s regulations, cus-
tomers are right in any case, customers pay salaries for us, meet all demands of customers. 
Therefore, the company decreased number of accidents and turnover rates. 

Last, hidden costs are presented in the below table. Regarding to the two cycles of the 
intervention research, hidden costs were decreased year by year. 
 
Table 2: Hidden costs before and after the two action plans 

Hidden costs at the end of 2014 Hidden costs at the end of 2016 Hidden costs at the end of 2018 

SEAM model 
 Economic impact of employees’ bad 

behaviors is VND 5.298 billion. 
 Employee turnover cost is VND 464.1 

million. 
 Quality defects cost is VND 6.484 bil-

lion. 
 Direct productivity gap cost is VND 

5702.1 million. 
Total costs = VND 17.9482 billion 

SEAM model 
 Economic impact of employees’ bad 

behaviors is VND 3294 million 
 Employee turnover cost is VND 260 

million 
 Quality defects cost VND 216 million 
 Direct productivity gap cost is VND 

108 million 
Total hidden costs = VND 3.878 bil-
lion 

Lakshmi model 
 Lose 3,430 customers per year, be-

cause of 3 new rivals 

 Economic impacts of employees’ bad 
behaviors at total of VND 2436 mil-
lion 

 Employee turnover costs at total VND 
195 million 

 Quality defect costs at total of VND 
144 million 

 Direct productivity gap cost is VND 
46 million 
Total hidden costs = VND 2.821 bil-
lion 

Lakshmi model 
The number of lost customers at the 
end of 2018 is estimated 1996 people 

Findings of latter stage – Testing ideas and generalizability 

Reliability analysis 

Reliabilities of observed variables: Cronbach’s Alpha is more than 0.6, Cronbach’s Alpha if 
item deleted is lower than Cronbach’s Alpha, and Corrected item-total correlation is more 
than 0.3. So, observed variables (organisational learning, human resource management, 
strategic management, technical innovation, economic performance, social performance, 
customer complaint management profitability and decreased hidden costs are selected to 
continue factor analysis. 

Exploratory Factors Analysis 

EFA result shows that there are four factors satisfying standards such as KMO>0.5, p-
value<0.05, eigenvalue >1. However, Cumulative Extraction Sums of Squared Loadings is 
approximately 50% that can be acceptable, because the research model is stemmed from an 
action research, so it is not too high from theory testing. The four factors are described as 
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the below table “Pattern Matrix”. They have factor loading more than 0.55 excluding cus-
tomer complaint management profitability and hidden costs; and are used to do confirmato-
ry factor analysis. 

Confirmatory factor analysis 

Chi-square /df is lower than 3, CFI, GFI and TLI are more than 0.9, and RMSEA is less 
than 0.05. Therefore, the researcher can continue to analyse structure equation modelling.  

Structure equation modelling 

Figure 5: SEM modeling 
 
In general, indicators of the model such as Chi-square/df, GFI, TLI, CFI and RMSEA are 
statistically significant. In particular, latent variable “customer complaint management” 
positively impacts technical innovation, social performance and economic performance. 
Especially, economic performance positively affects social performance that ISEOR re-
searchers have not proved in their socio-economic theory of organisations. So, the final 
model of the study is illustrated as follows: 
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Figure 6: Research outcome 

Discussions and implications for SMEs 

To summarise, the early stage focuses on the methodological role of SEAM to foster the re-
lationship between customer complaint management and organisational performance. Ad-
vantages of the combination between SEAM and CCM are superiority of socioeconomic 
diagnostic, strength of maintenance or extension phase of SEAM, reinforcement of struc-
tured actions to organisational performance, similarity between socio economic evaluation 
and organisational performance, employee motivations in organisational change. The latter 
stage generalises the conceptual model generated from the early stage that describes the 
mediation roles of technical innovation in the relationship between integrated-SEAM cus-
tomer complaint management and organisational performance. 

There is no evidence to prove the mediation role of technical innovation in the relation-
ship between customer complaint management and organisational performance. However, 
it is confirmed that customer complaint management directly and positively impacts tech-
nical innovation, economic performance and social performance. It is interesting that eco-
nomic performance can foster social performance, if an SME implements customer com-
plaint management.  

If an SME implements this research model in which CCM is combined with SEAM, it 
can achieve outcomes that not only affect service quality, but also overall quality, by simul-
taneously developing structural and behavioral quality, including service quality, function-
ing quality and management quality. 

In order to attain higher organisational performance, SMEs should pay attention to in-
vestment in organisational learning, human resource management and strategic manage-
ment, that are actionable professional knowledge for any SME. 

First, the company in this case study research has prominent attributes of Vietnamese 
SMEs as well as international SMEs, for example, size, limitations in resources, dynamic, 
adoption of technology innovation, impacted by support policies from the government. 
Other SMEs in Vietnam can apply research results from this study. 
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Second, dysfunctions of CCM were proved over 40 years by thousands of case studies 
that are large-sized and small-and-medium sized enterprises. SMEs of Vietnam can adopt 
step-by-step guidelines to implement CCM based on employee engagement, two cycles of 
the intervention research process, and pay attentions to roles of CCM in fostering technical 
innovation as well as enhancing organisational performance. 

Third, this model reflects the trend of action research in which stakeholders are consid-
ered as co-researchers, related to consistency between bio systemic approach of SEAM and 
system, relational approach of relationship marketing. Moreover, if leaders of the SMEs 
well understand SEAM and train their subordinates to be internal interveners, they will car-
ry out organisation innovations by themselves.  

Fourth, the CCM framework does not involve special features of specific industry or its 
operations that is difficult to implement. Any SME of any industry can apply the CCM 
framework, management tools of SEAM (priority action plan, internal and external strate-
gic action plan, etc.) and encourage its employees as well as customers in CCM implemen-
tation. Based on hidden costs model of SEAM, multi-faceted organisational performance is 
measured by economic performance, social performance, customer complaint management 
profitability and decreased hidden costs, solving weaknesses of accounting methods.  

Theoretical contributions 

This study is expected to contribute theory of intervention research, socio-economic theory 
of organisations, services marketing, relationship marketing and SEAM methodology.  

First, for theory of intervention research, it is providing materials referring to how cre-
ating formal and professional knowledge through two-stage conceptualising intervention 
research. In this case study of action research during the first stage, the interactions between 
company actors such as top management, middle managers, front-line employees and the 
researcher (consultancy) formed the 6 dysfunctions, the 4 hidden costs, the 2 action plans 
with the 32 actions during the period of 5 years approved by the Board of Directors of the 
company, through mirror effects of SEAM that reflect effective co-operation between the 
researcher and company actors.  

Moreover, “bio systemic” base of SEAM that integrates management functions (human 
resources and financial management; marketing, sales and strategy; operations and produc-
tion management with organisational development to explore dysfunctions, calculate hid-
den costs and propose solutions for improvements) is appropriate to system approach of re-
lationship marketing, because it composes all relevant actors and represents process nature 
of marketing (Sheth, Gardner, & Garrett, 1988). Furthermore, it also fosters the relational 
approach of relationship marketing, through long-term focus, consideration of humanism, 
improvement of quality of customer interaction and attention to internal marketing within 
the organszation, contributing to the formal link between knowledge (theory) and profes-
sional knowledge (practice). 

Second, for socio – economic theory of organisations, this study is expected to add 
more meaningful measurements for firm performance in relationship marketing manner, 
such as customer complaint management profitability, develop construct validity of dys-



Consistency of social-economic theory of organisations and organizational innovation 125 

functions and hidden costs in SMEs of Southeast Asia. Besides, it confirms logical adequa-
cy of the theory by proving the most important proposition of the theory that is “organisa-
tional dysfunctions will generate hidden costs which are not considered either in accounting 
information systems or in decision making models”. Hidden costs are decreased after the 
first and the second action plan of the research. Moreover, it expands utility of variables 
and constructs of socioeconomic theory in services marketing.  

Third, for services marketing, the author develops aspects of managing services em-
ployees from pragmatic-oriented intervention research approach, and the organic perspec-
tive of exit-voice theory of Hirschman (1970,) leads to decrease of economic impacts of 
bad behaviours of employees and human capital development in a successful services mar-
keting project.  

Fourth, for relationship marketing, combining “bio-systemic” base of SEAM with sys-
tem and relational approach of relationship marketing is to rise up the societal impacts of 
academic research to managerial practices through finding out how to promote the relation-
ship between passengers and transport service provider, top management and frontline em-
ployees, intervener-researcher and organisational actors (Gummerus et al., 2017). More 
specifically, “bio systemic” base of SEAM that integrates management functions (e.g., hu-
man resources and financial management; marketing, sales and strategy; operations and 
production management with organisational development to explore dysfunctions, calculate 
hidden costs and propose solutions for improvements) is appropriate to the system approach 
of relationship marketing that composes all relevant actors and represents process nature of 
marketing (Sheth et al., 1988). Besides, it also fosters the relational approach of relationship 
marketing through long-term focus, consideration of humanism, improvement of quality of 
customer interaction and attention to internal marketing within the organisation.  

Fifth, in terms of pragmatic oriented action research, the study contributes to increase 
workability of humans, promotes co-operation and collaboration through training pro-
grammes, strategy participating permission and appreciation of their ideas, leading to their 
satisfactions and loyalty.  

Last, but not the least, this study develops SEAM methodology. SEAM focuses on co-
creating knowledge by researchers and actors inside organisations (top management, mid-
dle managers, frontline employees). This research supplements new trends of innovation 
and customer relationship management that are co-creation of customers. In the CCM, cus-
tomers participate in improving customer values through collecting and analysing their 
complaints in the first step of the framework. Diagnosing what makes customers dissatis-
fied; evaluating customer satisfaction in the last step. Evaluating the strategic action plans 
and controlling based on indicators of organizational performance. Hence, from perspec-
tives of epistemology level, adding external actors’ involvement in organisation innovation 
is consistent with a seriously competitive context. Furthermore, company sustainable per-
formance of SEAM is more in-depth evaluated by four indicators (economic performance, 
social performance, CCM profitability and hidden costs) with more measurement methods 
such as O’Connor (2008), Stauss (2004) and Lakshmi (1996). 
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Limitations 

The cultural change model has not received attention, although the organisational change 
needs cultural change from an “entitlement culture” towards a “performance culture” 
(Molineux, 2018). 

The author has not applied individual complaint handling and mechanistic approach of 
the exit-voice theory. In the future, researchers and organisational actors should combine 
individual complaint handling and mechanistic approach to formalise organisational poli-
cies for customer complaint management at functional level. 

Besides, hidden costs and hidden values can be considered as vague ones or it is not 
easy for researchers and organisational actors to find out. 

Furthermore, this analytical technique is time intensive by intervention research for 
several years, and requires broad literature review to transform practical knowledge to for-
mal knowledge of theories. 

Conclusion 

With regards to organisational innovation, quantitative and qualitative methods should be 
mixed to implement pragmatic action research. These improvements in measurement of 
what company actors think and act represent a methodological advance supporting subse-
quent research. Abductive reasoning and epistemological principles of SEAM (e.g. cogni-
tive interactivity, contradictory inter-subjectivity and generic contingency) result in trans-
forming outcomes of action research to be actionable for broader organisations. Research-
ers can approach them to design action research strategy in various approaches of different 
organisational theories.  

Implementing CCM (considered as a functional strategy) combined with SEAM results 
to strongly increased profitability of functional strategy, decreased economic impact of em-
ployees’ bad behaviour, turnover, quality defects, and direct productivity gap, leading to re-
inforcing the closed relationship between researcher and organisational actors of business-
es. These successful consultancy outcomes of the action research project in business field 
are rooted from in-depth research about science and art of functional management, as well 
as pragmatic-oriented intervention methodology.  
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Appendix 1: Summary of related studies about CCM 

Name of author Research title Methodology Limitation of research 

Hsiao et al. (2016) A novel framework for 
customer complaint 
management 

 Action research in Taiwanese restaurant chain 
Approached from aggregate complaint analysis 
Method of integrating a decision tree inductive 
learning algorithm (DT) into the Six Sigma analysis 

 The study only determines prob-
lems of service process 

Results of solutions are just simple 
indicators insufficient to prove effec-
tiveness of project implementation 
such as number complaint per month, 
% of working time to deal with cus-
tomer complaints, customer satisfac-
tion. 

Arash (2014) Customer Complaints 
Management and Em-
powerment 

 Literature review- Comprehensive CCM sys-
tem is considered as function level 

 The 7 step process is quite compli-
cated and steps should be merged 
to ensure logics.  

The measurement is based on eco-
nomic aspect that is customer com-
plaint management profitability, but 
this indicator is not enough to prove 
impact of CCM on organizational per-
formance because organizational per-
formance must be calculated also 
based on social performance. 

Faed et al. (2015) Intelligent customer 
complaint handling uti-
lising principal compo-
nent and data envel-
opment analysis 

 Empirical research 
Prove the relationship between customer com-
plaint handling and firm performance moderated 
by types of business (business to business, busi-
ness to consumer, manufacturing, service) with 
methodology of PDA (principle component and 
data envelopment analysis). 

One of weaknesses of empirical re-
search is not to implement recom-
mendations in the field. 

Yilmaz et al. (2015) How do firms benefit 
from customer com-
plaints? 

 Empirical research 
Symmetric testing using hierarchical regression 
analysis of data obtained from complainants and 
firm managers 

 Organizational performance is 
sparely evaluated by only financial 
performance. 

Recommendations are not proved to 
be effectively implemented or not.  

Johnston (2001) Linking complaint man-
agement to profit 

 Operational value of complaints  
Empirical benchmarking study 
Ensuring complaint processes are ``staff-friendly'', 
rather than simply trying to satisfy customers. 
Appreciating role of service recovery. 

 Financial performance is the main 
outcomes of customer complaint 
management 

Johnston and 
Mehra (2002) 

Best-practice complaint 
management 

The research took a grounded-theory approach 
based on rich case studies of the five outstanding 
United Kingdom service organizations identified 
in an earlier study (Cross-case analysis) 

Twelve insights into best complaint-
management practice were identified 
including the need not only for speed 
of resolution but also a human touch, 
the need for closure not just follow-
ups, top-level involvement in com-
plaints, the strategic use of complaints, 
a combination of decentralized and 
centralized tasks, and parallel systems 
for staff suggestions/complaint 

Fornell and 
Wernerfelt (1987) 

Defensive marketing 
strategy by customer 
complaint manage-
ment: A theoretical 
analysis 

Economic model of defensive marketing strategy 
is developed for complaint management based 
on Hirschman’s exit-voice theory 

The research does not consider the 
possibility of customer abuse. Besides, 
defensive marketing strategy is more 
focused than offensive one. 

Fornell and 
Wernerfelt (1988) 

A model for customer 
complaint management 

A model of customer complaint management is 
developed in terms of defensive marketing strat-
egy. A consideration of the trade-off between 
defensive marketing strategy in the form of com-
plaint management and various offensive market-
ing tools such as advertising and pricing 

The research doesn’t explore why cus-
tomers are dissatisfied. That is a weak-
ness of mathematics model that can-
not indicate causes and sources of 
human behaviors. 
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Name of author Research title Methodology Limitation of research 

Liang (2013) Exit and voice: A game-
theoretic analysis of 
customer complaint 
management 

The study develops a multi-agent communication 
model involving participation decisions to address 
customer complaint behavior and the corre-
sponding management policy. 

This study is limited by the availability 
of reliable data. Although there are 
many attempts to measure the cus-
tomers’ satisfaction across countries, 
industries and firms, a suitable meas-
ure of complaint resolve is still absent. 

Zang and Kim 
(2010) 

A systematic knowledge 
management approach 
using object-oriented 
theory in customer 
complaint management 

The application of object-oriented theory for 
which the notation of unified modeling language 
has been adopted for the representation of the 
concepts, objects, relationships and vocabularies 
in the domain of hotel industry is approached 
from in the context of systematic 
knowledge management. This application is to 
systematically support customer complaint ma-
nagement. 

The study focuses on individual com-
plaint handling that deals with symp-
toms rather than causes. 

MacLeish (2010) Customer complaint 
management systems 
(CCMS) in a food pro-
cessing industry 

To improve the total quality of the system, the 
study established a defensive method of address-
ing customer complaints by connecting methods 
such as Quality Functional Deployment (QFD), 
Fuzzy Logic, Kano’s methods, Voice of the cus-
tomer, and Go-See-Think-Do. 

The research provides a methodical 
approach to addressing customer 
complaints and correcting the associ-
ated manufacturing components. 
However, it hasn’t been consider hu-
man factor in CCMS. 

Katrien and Yves 
(2014) 

Turning customer feed-
back into gold: chal-
lenges and hindrances 

The content of positive and negative customer 
feedback largely overlaps. The feedbacks are re-
lated to environmental, interactional, administra-
tive and technical quality. Regarding the degree 
to which firms act upon customer feedback in re-
lation to the quality dimensions, the results 
demonstrate the importance of customer-
oriented culture, a commitment-based strategy 
and innovation capacity. 

Although the study illustrates the criti-
cal roles of culture, strategy and inno-
vation, it doesn’t designate how busi-
nesses improve them by holistic ap-
proach of People, Process and 
Technology. 

Homburg et al., 
(2013) 

How Organizational 
Complaint Handling 
Drives Customer Loyal-
ty: An Analysis of the 
Mechanistic and the 
Organic Approach 

This article addresses how an organization’s 
complaint management affects customer justice 
evaluations and, in turn, customer satisfaction 
and loyalty. In delineating an organization’s com-
plaint management, the authors draw a distinc-
tion between two fundamental approaches, the 
mechanistic approach (based on establishing 
guidelines) and the organic approach (based on 
creating a favorable internal environment). The 
empirical analysis is based on a dyadic data set 
that contains managerial assessments of compa-
nies’ complaint management and complaining 
customers’ assessments with respect to perceived 
justice, satisfaction, and loyalty. 

The data is analyzed based on small 
sample size, limited number of cus-
tomer responses in a B2C context. It 
did not explore a possible causality be-
tween the two approaches. There is a 
lack of studies “that offer a compari-
son across consumer goods, consumer 
services, business goods, and business 
services firms.” 
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