SWPP Advanced Topi

INSIDE

HOME

WFEM Professional Enjoy
Inaugural SWPP Annual
Conference

WFEM Survey Results

WEM Survey

Evaluating Staff, Cost,
and Service Tradeoffs

Pagel of 4

A dwv a n c e d T o p i ©c s

What-If?

Getting It Wrong: What is the Cost of Planning Inefficiencies?

By Ric Kosiba, Ph.D., Bay Bridge Decision Technologies (www.baybridgetech.com)

The Best Laid Plans

It was a treat to be at the SWPP Annual Conferémseyear, surrounded by peo
who speak our language, have similar career interasd understand, in detail, the
challenges of doing our job well.

But are we all gluttons for punishment? Certainly@e who forecasts and plans
for a living often has their well-laid plans gorast That is a job hazard of ours.

In this article, we will discuss the key areas wbeassociated with most contact
center planning processes, their potential coatstze key steps you can take to
reduce the risk of "getting it wrong."

The State of The Art

Managing by the NumbersContact centers are enormous investments. Ourraegti@orks have budgets that
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can run into the hundreds of millions of dollarém@st universally, these™
operations are very complex. And in uncertain eminents, developing multiple
planning scenarios is more and more important.

So how do we develop these plans? For the gbiort; most companies utilize th
workforce management tools with high effectiven&¥s.use these tools to deve
schedules and to track trends in call volumes &aftlaccordingly.

But what about the medium to long term (severalksg¢e multiple years)? Almost
universally, companies manage longer-term plans spteadsheet models driven
by an Erlang calculator. These spreadsheet-baséiremuire a lot of care and
feeding, usually involve multiple "fudge factorgfid have often grown large,
complex, and unwieldy.

Erlang Overstaffs

When we ask workforce management folks how acctingte Erlang-based
sr%/_stoems are, we almost universally h&8aknow that Erlang overstaffs." Why is
this?

Truth be told, very few organizations know the eafissociated with the implicit
overstaffing inherent in Erlang equations. But wedto ask, "What is the cost of
these planning inefficiencies?"

All models have assumptions, and the Erlang mdudgligerves as the building
block for almost all contact center analysis — has allowed us to do our job to
date — has some whoppers. Erlang assumes younwrstavill never hang up on
Kou, it assumes that you C't route calls around your network, it assumes yoat

ave an infinite number of phone lines, and assuhasyour call customers and
agents behave like every other center in the wénlthng equations were
developed in 1917 to allow folks to do call cergealysis using an adding mach
and a set of tables.

The next question of course 8Vell, by how much does Erlang over staff?"

So how do you giet your hands around whether thesmmaptions are costing your
organization real money?
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In Modeling 101, one of the first things you le&rhat you must validate yo
models against reality. To test whether your m iCts the operation well, take
data from your history, plug in the known actudl ealumes, handle times, and
service experienced, and determine if the stafflegphone plus idle times)
predicted by your models mimic the actual staftingt was available.

We often go through the exercise of pitting Erlagainst a discrete-event
simulation model (our preferred method) of the eeand against actual staffing.
These graphs typically look like this:
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What we found is that Erlar]lghtypically overstaffs6%, with an average
overstaffing of around 4%. That is real money.

So What? This Pad Helps Me Out!

We often also hear that while planners know Erlaveystaffs, the imTpIic_:it Erlang
pad provides a comfort layer and helps ensurecegaals get met if things go
wrong in the execution of the plan.

We believe that pads are fine, but that they shbaldxplicit and known. For
example, if you think that you need to add a pashield the organization from a
service failure, do some sensitivity analysis heeWinter ‘03 edition oOn
Ta[jget), and determine an appropriate percentage. Quifdo not require a pad
and want to bank these savings, manage thesecieaffies away by going to a
more accurate model (for example, discrete-evemilsition) and staffing
accordingly.

Optimize The Long Term Staffing Plan

Among the biggest wins in finding efficiencies itoskforce management during
the last decade was the application of mathematjmi@thizers to developing work
shifts. Shift optimization, which is available il workforce management tools, t
made a huge impact to the operational and finapeigbrmance of our centers.
Those of us who have tried to build efficient salled by hand or by using a
shpreellgsaheet would never dream of giving up out eptimizers and going back to
the old days.

But in developing budget-length staff plans (itéring, termination, overtime, and
leave plans) by hand we are doing almost exac#yséime thing that we used to do
in schedule planning. The peaks and valleys ohourly call arrivals are directly
analogous to the seasonal peaks and valleys yoageamhen developing a long-
term staffing plan. The same technologies usecémIdP shift bids (e.g., linear or
integer programming) can be brought fo bear omptbblem of managing your
hiring and terminations.
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So how optimal are our staff plans? In order t@dweine this, we typically build
linear programming model to optimize the developtdrhiring, termination,
overtime, and leave plans and compare this to cupians. .
Optimization models like the linear program we ave one very unique
property. That is, they are guaranteed fo produeeriathematically provable least-
cost _st_affln? plan that meets our service congsand work rules. In other words,
the hlrln%p an that Pop_s out of the linear progsaithensure that we bring all of
our new hires out of training on exactly the dagytiare needed on the phones, not
a day early or a day late. Using a tool like adingrogram will enable us to
determine how much efficiency there is left to captby hiring and terminating
more optimally, as well as optimally planning ouse and leave.

Cumulative New Hires, Annual Plan
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Cumulative New Hires Against Time, Simulation/Optimization
Model Against Erlang Spreadsheet

In this graph, we have plotted the cumulative nunabénires from our Erlang-
based sPreadsh_eet and compared that with a sioukatd linear programming
based plan. While your benefits will vary basedrupour attrition and other
specifics of your center, we generally find tearifnprovements in the E;_Ian by
utilizing these more accurate and mathematicallyawd technologies. The net
result is a savings in staff required (4%) and hée work hours required over the
course of the year (5%-12%). This Is because thienaplinear programming-
based plan tends to hire later and terminate eaflgmin, this is real money.

The Cost Of The Credibility Gap

There is one other cost, which while normally hialdean be quite important — the
cost of the credibility gap. By providing Erlangiespdsheet plans that are still
known to have inaccuracies, we build in risk to own reputations and costs to
business. Add to that the long turn around timeciated with providing a
planning scenario, and the situation gets worse.

The business cost manifests itself, for exampldgelayed or inaccurate decisions.
By usw&g slow spreadsheet-based processes, impbuaimess decisions get
delady_e , or important scenarios do not get analykled risk of making a wrong
(and'in our business, large cost) decision is vmic

What Can You Do?
There are four key steps you can take to reducedsts of "getting it wrong."

o Work on your accuracy. You can move to a more accurate center modeling
technique, like discrete-event simulation (seeyast’s summer edition of
On Target), or develop regression models based ygonactual center
history. Certainly coI_Iectlnghand storing more dat&luding call-by-call
data, will help you with both of these tyFes of ralzd Make sure you
validate your models against actual call centeohisal data.

o Optimize your plans. Developing an optimization model to be used imglo
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term planning will allow %ou_to capture the bergfissociated with staffir
at the right time and in the right way.

« Automate your planning process It is almost a cliché that planners never
have the time to really improve their own process#sey’re much too busy
building plans and doing what-ifs. But by automgtihe planning process,
algorithms, and reports, not only will you have mitme to do real analysis
(instead of spending your time producing spreadshe@u’ll add a lot o
credibility to your function.

o Advertise your accuracy. The best planners always include the history of
their own accuracy with their plans and forecaBysadvertising your own
performance, you lend credibility to your plans.

What Are Potential Benefits?

We've summarized the value that we’'ve seen to deltgevable by improving the
planning process.

Save 50% to 70% of annual planning and analysisshou
Reduce time to market and make better contact cdatasions.
Save 2% to 6% of agent staffing costs.

Achieve a higher ROI on capital and budget expenefit
Increase management confidence in plans and fdsecas

We all know that improving the planning process ttead, tangible value. While
our job and the planning process will by its natwik always have uncertainties
and challenges, if we arm ourselves with analytiesdo not need to be gluttons
for punishment any more.

Ricisa charter member of SAVPP. You can reach him at EDK@baybridgetech.com or (410) 990-1079.
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