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Setting the Standar d:
A Guidefor Determining Optimal

Service Goalsfor nbound Sales Centers

By Ric Kosiba, Ph. D., Bay Bridge Decision Technologies

“Tradition!” Despite most companies’ stated focus on profitability, thglesimost frequent response we get
HOME when we ask call center professionals about how they set sgodtis that: It's a tradition! Other top
responses includeur industry uses 80/20and“the boss said so.”

Lean and Mean
Setting goals for service level, ASA, abandons, and other quaigumes at optimal levels is critical for

Bank of America inbound sales centers. Goals drive staffing costs, agent scheeéules,sizing, technology purchases, call
Leads | ndustry with routing rules, performance reviews, executive bonuses... and, npustamtly, revenue and profit. What
WFM Training and determines the “best” service goals for inbound sales centeos® Wiew,service goals should be set at levels
Certification Program that maximize profit.

WFEM Survey Results However, our experience is that service goals are most @ftevith little reference to profit, the single most

important metric to the company. It does not have to be this vy afticle outlines an eight step process

~ using discreteevent simulation that you can use to make routine the import&raftastting profit maximizin
WFM Survey service standards.

The Math of Call Center  \ypy js profit-Based Analysis So Rare?
Staffing

We find that many managers would like to take a more profit @dempproach to setting service goals, but
they lack the tools to do so. The modeling required is complex andfumdtely, Erlang C based methods
alone are insufficient.

Managing by the Numbers

Using Spreadsheetsin
Wor kfor ce Planning

Setting optimal service goals requires a robust model of youreratr(s). This model must accurately predict
your revenue and service quality performance based on caller ielmaridle times, staffing plans, and cost

Setting the Standard drivers for each month or week of your planning horizon. The model ma&ideo tell you the benefit, in
marginal revenue and profit, of hiring one more phone agent (i.edd bne more agent, what is the increase
Workfor ce Wizard in expected sales volume, and how does that compare to the ageftfs cos

Navy Federal Success StorvUnfortunater, our old standby call center model, Erlang C, wilhet us here. To illustrate, thi_nk about the
impact of revenue per call on target average speed of answarlyClou will want a faster ASA if your
revenue per call is $1,000 per call than if it is $1. Eachuatlis abandoned is much more revenue lost. So, to

Industry News set an optimal ASA goal, you must have a center model that {gr&diw abandoned rates will vary with
staffing, so you can determine what abandon rate maximizes piofie. @e of Erlang G'core assumptions

Events Calendar that no callers abandon, obviously Erlang C is not much help in solvingki®f problem.

Bright Ideas An Approach to Determining Optimal Service Goals

Thank You to Sponsors ~ Remember that our objective is to determine profit maximizingeegoals (e.g., service level, abandon rate,
blocked rate, average speed of answer, or whatever metricspameant to your call center). In order to
Join SWPP determine the costs of changing service goals, you must decidéewdragou will use. The most
- straightforward method would be to alter your staffing to achieverdiit service goals, but you could also
example, implement training or purchase new technologies that increstemer patience or shorten handle
Visit our website at times. For this discussion, we will assume that you've dedfigd/ou will manage your service goals by

altering the number of employees on the phone.
WWW.SWpPP.org g oy P

In other words, you want to answer the question: “For a given calineohnd call value, how does net profit
vary as | change my staffing levels, and what service standamds from each of those staffing levels?” In
practice this means that we want to find the staffing levéintiaximizes profit, and then observe the resulting
service measures at that profit-maximizing staffing level.

Of course, profit is not always the only consideration — for exammple,company may have non-negotiable
service targets (“always answer in three rings”), contractuadgulatory considerations, or particular
competitors you must match. But profit should be your primary measnd policies should be evaluated in
terms of their cost in lost profit vs. their benefit in othexaa. In practice, we frequently find that sales centers
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are in facunderstaffedand could benefit from more available agents. Their mandgergyver, are unable to
make a good business case for adding staff because they lack theisy@palysis.

Simulation Modeling

The modeling tool we recommend is discrete-event simulatiorm@laion model is a detailed representation
in computer software of how your center actually operates. The nisottelted using information regarding
call arrival, customer patience, handle times, staffing $evelenue, and cost derived from historical
experience. The simulation is then “rusy virtually generating every call that arrives at your center(s} the
forecast period, processing each one according to your businesamdléabulating the resulting cost, service
quality, and profit performance. The model can be used to detthe profit performance of your center as
staffing changes, and thus highlight for you the staffing levehathnprofit is maximized.

There are a number of excellent resources that can guide you lopllegeenter simulation models and
commercially available software that will make the modelingaaradysis process easier. Also, keep in mind
that once built, your simulation model can be used for many other tiypekai-if” analysis in addition to
those detailed here.

As an aside, another method that can be used for this type of perftemance modeling is regression
modeling. A regression model is a set of predictive equations A&&4. as a function of staffing level and
caller volume) that is developed using historical call center Batae regression predicts the future by
extrapolating from the past, however, it can be inaccurate whdrtaisgodel scenarios outside of the call
center’s experience. Because simulation modeling is more aeamn@flexible than regression, the following
work steps assume you are using a simulation model.

Here are the key simulation steps:

1. Forecast Call Volumesand Arrival Patterns. You probably already have a call volume forecast, and
historical call arrival distributions that will form the lmef your arrival forecasts (by hour or half h
interval of each week.) These are generally available from yolr de€abase or workforce
management system.

2. Determinethe Customer Patience Distributions. Key to your model is estimating of how long your
customers are willing to wait on hold before abandoning. Figure 1 showsulative “customer
patience” curve, where each point on the curve represents thertimeerage a given percentage of
your callers are willing to wait before abandoning. This curvegeaerally be derived from ACD da

Figure 1: Cumulative Frobability of Abandon by Time
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3. Determineyour Handle Time Distribution. Next, you will need to understand your distribution of
call handle times around their average. This data is easigstive from call level detail, but can be
approximated using interval data if needed. Your simulation modeheell this information to assign
a predicted handle time to each call as it simulates itepsow by your call center.

4. Determineyour Staffing Patterns. Your model will need a method for forecasting how your
workforce management system will schedule the availablepstaffas you grow or shrink your
staffing to reach a profit- maximizing level. A good approachas you will add or subtract staff, but
maintain their average distribution during the week (i.e., youstaff the same percentage of the
weekly total during an interval, say 11:00 to 11:30 am on Tuesdays, as therrafrataff rises or
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falls). Use your ACD or workforce management reports to derjvercentage staffing distribution
(similar to a call arrival distribution by interval), whichsenply the number of agents available for
that interval as a percentage of agents available for the Weiskapproach works well because, like
call distributions, staff distributions tend to be quite consiseamn though the absolute level of calls
or staff may change significantly.

5. DeterminetheValuePer Call. The next step is to determine the net contribution value pei.eall
marginal value to the company of a call answered, prior to subgaetriable call center costs) and
how this value may change seasonally (e.g., larger than averagsipeden October and November).
Take into consideration factors like the value of products saldsaell opportunities, retention
opportunities, and the probability of a sale. For an inbound call,iwti@ average value to the
company of answering it?

6. Determineyour Servicing Costs. Since our concern is marginal value per call, we must consider
marginal cost per call as well. Identify which of your cosilytvary with staff (e.g., recruiting, wages,
taxes, benefits, supervisory, workstations, but excluding itemsasuobrporate allocations and
overhead) and per call (e.g., network costs). If your analyssndimes that major changes are needed
in service quality targets, you may also need to consider the se@mideffect of these large changes
on your “fixed” costs such as facilities, management, and technology.

7. Develop your Simulation Model. With your assumptions about customer behavior, staffing, and
you can now build the simulation model of your center. The detatlgsoprocess will depend on the
specific software that you use. A critical step in thadeling process is to validate your simulation
models by comparing actual center performance to predictedmperioe and ensuring the model
results match to reality.

8. RuntheMode and Interpret the Results. Once you are comfortable that your model is valid, you
can use it to iteratively develop your optimal staffing levels. d the, vary your staffing while
holding all other variables constant, and view the resulting profivqmeance.

For example, if you currently believe you need 100 agents to handleoyecast call volume (once you've
accounted for shrinkage) you can run simulations to determine thewitbfit5 agents, then 90 agents, and so
on, to, say, 125 agents. Then, plot staffing vs. profit to deterttmnstaffing level associated with the highest
profit. This level is your optimal staffing for that call volume.

The forecast service quality measures (e.g., ASA, abandgrseavice level, blocked rate) associated with this
call volume and staffing combination are the profit maximizing lefcelthese measures.

Another way of looking at this is to directly graph profit agairstrice measure, for example, service level
(e.g., percentage of calls answered in 20 seconds). Each develceorresponds to a different staff level for a
particular call volume. The high point on the curve is your profit maimgiservice level. The staffing level
required to achieve this service level is the profit maiing staffing level.

It is a good idea to graph these relationships for all serviceunesaisnportant to you, as well as for typical
ranges of call volume and call value to get a good feel for the kerslof profit and how they vary.

Summary

Developing a discrete-event simulation model of your call centecanducting this service goal optimization
analysis can take a good analyst a few weeks, but the resulislaveorth the effort. Discretevent simulatio
is a powerful tool, both for determining your optimal service lewagld, for answering many other difficult
“what-if" questions.

Using simulation to determine your profit maximizing staffing levels service quality targets will be
revealing. Right away you will see if your current quality goaldehgling you to either overstaff or underst
are costing you profit. Using this information, you can make your bissgae® that your staffing levels and
quality goals are too high, too low, or “just right.”

Ric is a charter member of SWPP. You can reach him at EDK@baylectigedn
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