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In consumer industries the winners are often low-cost champions

Consumers tend to choose low cost providers
* Price leaders’ growth and profits outpace “more exclusive” offerings
* Ryanair outgrows flag carriers, Tele2 outgrows incumbent operators, etc.

Price pressure is intense in many consumer services industries (banking, utilities, telecom, airlines, etc.),
differentiation is narrowing, and customers are increasingly shopping for bargains.

Today customers orders, queries, complaints etc. are often serviced manually

» Manual service have high flexibility, can handle complex issues and adds a personal touch

BUT

* In consumer services industries, customer service represent a large part of the personnel and cost
structure. In e.g. telecoms customer service represents 20 — 50% of staff and 10 — 25% of costs

The solution so far to high service cost has been a mixture of outsourcing to low-cost locations,
reduction of service levels, etc.

=> A player who can provide high service level at low cost would have a major competitive advantage
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Low service cost is a cornerstone in alow cost strategy

Customer self-service has, rightly so, been identified as a key to reducing customer service costs. To date
customer self-service solutions have focused on:

« Simple IVR solutions, with poor customer acceptance (check out
http://www.youtube.com/watch?v=bj73s4dgoUk)

* Dial tone solutions
* Long FAQ lists on homepages

* Web assistants

.... however manual phone calls continue to be the biggest cost driver. Experience shows that:

A. Customers contact their supplier via the channel they prefer. Most attempts to direct them have failed.

B. There is no evidence that there is a web solution that will eliminate, or even reduce, the cost for manual
phone calls

=> Reducing the cost of manual phone calls is key to accomplish competitive cost levels
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http://www.youtube.com/watch?v=bj73s4dqoUk
http://www.youtube.com/watch?v=bj73s4dqoUk

Analysis of a major customer service operation shows that ..

A large part of the traffic Category Variant. | Frek. Acc. | Acc. Can? | Want?

concern simple repetitive freq.
questions where manual Asking for itemized bill
customer service adds no

value, neither to the supplier
nor to the consumer! Payment method

Payment period

Actual data show that > 50% Invoice paid?
of all incoming calls are
basic and repetitive

Confirmation of payment

If we can automatically Other basic invoice questions

respond to 80% of those, we Request a respite with payments
have cut traffic with 40%!

Doesn’t understand invoice

Questions about total sum of invoice

Focus manual service on

elne cell e resierns Incorrect promise from sales person

Understand but question
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An Ergo self-service system can deliver many times current automated service
levels!

Analysis of the material shows that customer queries fall into three categories:

» Simple repetitive queries where manual service offers little value-add - 50%

« Complex queries which are difficult to service automatically — 25%

* High value-add queries (retain defecting customers, up-sales, etc.) which are best serviced manually -
25%

Automation of basic repetitive incoming calls will have a major competitive impact and Dialogue
Technologies are focusing on this !
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Dialogue Technologies’ philosophy

Use Ergo where the commercial impact is greatest
- Focus on frequent, low complexity and low potential value add queries

- Handle high-complexity queries and high-potential value-add queries manually

Simplify the interaction for the customer

* Avoid lengthy dialogue trees and escalation procedures. Push the information to the customer in reply to
simple queries!

- Perform all processing and information retrieval in the background, invisible to the customer.

Accumulate knowledge about customer demands — reuse in all channels

« Use all information provided by the customer. Use the same system for many (all) communication
channels to enhance cross-channel learning
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Intelligently sorting, directing, and self-servicing the incoming traffic allows
you to increase the business impact and recduce cost in customer service.

Manual Customer Service
Customers serviced manually

Customers/consumers contact Dialogue Technologies include contacts:
their suppliers via the Telephony « That can generate additional
communication channel they > > revenue,
prefer at the time they prefer! . Sorting  Retaining defecting

y — Web . customers, and

g : . * Where customer self-service

* Directing :
. failed.
Mail
>

» Self-

SMS Servicing ‘ Self-service is used for
> contacts:

Self-service

* That has a limited value
for the company (but not
for the user), and

» That mainly concerns
providing standard
information to users.
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The key to sucess is to have an automated system ”understand” the user

query.

Dialogue Technologies

* Sorting

* Directing

* Self-
servicing

A query in human
language is analyzed and
transferred for further
action

\4

Sorting:
Based on caller ID or that the customer identifies
himself/herself contacts are sorted according to:

* type of query (order something, termination of contract,
request for information, etc.) and

+ value of the individual customer (amount invoiced last year,
etc.)

Directing
Based on the result from the sorting the customer is directed
to self-service or to manual support.

Self-servicing
Dialogue Technologies’ solution gives superior quality and
low cost for answering user queries.
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Customer flow
Back to the customer

Self-service

Web Query deswable» Automated
Mail resolved answer
— SMS - _
\ -I —_— Ergo Self-service

=) Web engine not desirable
interface

Customer service

i A
Query not  Voice
: resolved [~ Keyword
interface routing Mail

Chat

Web
> Advanced
search

No answer
Back to the customer
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A interface to a typical web self-service solution

An introductory piece of
text.

A box for entering your

guestion — in your own

language and with your
own words!

A news file

—( Las nvheter 58 direkt till FAQ

/3 Dialogue Technologies - Microsoft Internet Explorer _ 1O x|

File Edit ‘ew Favorites Tools Help

S Back = = - @ ﬁ | @Search [ Favorites @Media 8 | %v é e >

Address I@ http:,l',l'soicl.globalinn.se,l'GIocaInet,l'LogonErrorSubmitj Racs) |Links » @Snaglt L&
Dialogue =
Technologies

et e e e e s il
Valkommen!

¢ 10 vanligaste frigorna
rdga pd svenska

. Hur s&ger jag upp mitt

e inleds med nigot av frigeorden nér, firval? o .
var, hur, vad, viltken, vilket, vilka, e iaDnSL: fa 8,0 Mhits

vem, varfor, vart, hur mycket, hur
mdnga, hur ldnge eller hur ofta.

3. Wad ar Helg och Kvall?

4, Mad ar all-tid?

5. Hur siger jag upp mitt
internetabonnermang?

6, Mad kostar ADSL?

7. Marfér kan jag inte
ringa ut?

g, Marfor kommer ja

inte ut pa Internet?
9, Far jag skijuta upp min

rakning?
10, Milken & den aktuells

prislistan?

Hur fungerar tidnsten All-tid?
liaHfér kan jag inte ringa ut?
Hur rnpcket kostar ADSL?

eller kan besvaras med ja eller nej/

Svara

N

Logga ut |

| K

&) ’_ ’_ ’_ |4 Internet

A continuously updated
top-10 query list.

An FAQ tree with all
gueries that can be
answered.
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You can user your phone to
make calls from Spain. The
charge per minute is ...

Self-servicing phone calls

If the query can and
should be answered
automatically the user can
hang up after listening to
the answer.

Welcome to mobile operator X. In
order to provide you with good
service we would like you to say
the qustion you have after the

tone so that we can try to help Can | use my mobile
you as efficiently as possible. phone in Spain?

Q&A Professional
interprets the query

You are now being
transferred to a customer
service representative.

If the query can'’t or
shouldn’t be answered
automatically the user is
connected to manual
customer service

The customer is
encouraged to ask his/her
question in plain
language.
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The Ergo engine - aworld-leading system for analyzing questions in human
language and translating these to computer instructions

Parsing

Yerify that the query

- is formally correct
- has a meaning

1 SELECT DISTINGT
"Play a pop : %1 FILE, %1 TITLE,X5.GENR
) Mapping on E. x4 ARTIST ®3 RELEASE
song with conceptual model DATE,*2. RELEASEDATE
FROM
Madonna from LA MUSIC
the elghtles” Select interpretation 1, WOLWO MIJSIC

Disambiguate H2WOLWO MUSIC
HANOLWO MUSIC
HANOLWO MUSIC

1 HEWWHERE 1. TITLE =

H2TITLE AMD ¥1.TITLE =
HITITLE AMD ¥1.TITLE =

¥4 TITLE AMD ¥1.TITLE =
HETITLE AMD 5. GEMRE
='pop' AND X4 ARTIST =

‘madonna’ AMD

Translation

Translate to formal DATE(X3.RELEASEDATE)

language (SOL) = 1879-12-31" AMD
DATE(¥2 RELEASEDATE)
='1990-1-1"
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Features

* The same system can be used for all communication channels

* Ergo runs on embedded platforms as well as on server configurations
* Minimizes the risk that users percieve a low quality of service

* Uses standard database technology, including SQL queries

* Retrieves answers directly from existsing databases and electronic documents, no need for
any duplication of existing data repositories

* Based on standard platforms and with extensive documentation and devlopment tools gives
a low cost of ownership

* Optimized for international deployment and reuse of earlier applications

* The system can analyze complete queries, Direct me to the Eiffel tower, as well as simple
keyword-based queries, Directions Eiffel tower. It is context sensitive

 All queries can be logged. The logs give valuable information about what custiomers are
asking about, and are used to gradually increase the system performance
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Produkt info

Hurber of questions

LogView analyses the queries asked by the users

Distribution of questions per action

Teknizk infa allman infa

Auslut B Allmdninfo  12,2%
B Avslot 13,3%

M Bestillning 11,3%

[l Faktura 2,19

Falanmilan 7,7

B Produktinfo 432,19

B Teknisk infa 4,29

Bestillning|  Toral: 100,0%

l Faktura

Felanmilan

Distribution of questions per activity and service
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Action requasted by the customer
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Mobiltelefoni

Hurnber of questions

Czpecificerad

Distribution of questions per service

Fazt telafani

M Fasttelefoni 36,5%
M Internet 33,8%
B Maobiltelefoni 2,1%
[ ©specificerad 27,6%

Total: 100,0%

-

Internet

Distribution of questions per service and action
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Service requestaed by the user
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Potential

Many businesses have huge flows of customer support traffic in several channels, of which
telephony is usually significant. Most attempts to steer trafic from the voice channel have proven
unsuccessful and complicated FAQ trees and superficial web robots have failed to produce
significant savings on a large scale on the web. Consequently there is a significant potential in:

1. Attempting to generate self-service in the telephony channel. Most current attempts have self-
service well below 5% of the incoming calls.

2. Building a dedicated self-service solution based on an easy-to-use Q&A approach, without the
traditional tree-like search trees that so many customers abandon.

3. Using the same basic system to serve all incoming support channels to minimize the
maintenance costs and promote knowledge transfer between the communication channels.

4. Using a solution which is based on industry-standard platforms and interfaces. Ergo uses
relational database technology to easily interface with most, if not all, CRM systems. Answers
to customer queries should, to the extent possible, be retrieved from the data repositories
where it is stored today!

Dialogue Technologies proprietary. All rights reserved.
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Benefits

1. Reduced cost
The savings consist of 3 parts 1. The cost for self-service is significantly lower than for
manual service.
2. Accurate and easy-to-understand answers reduce the
number of calls a user has to make to resove an isssue.
3. A good knowledge management system reduces the call
duration in customer support.

2. Increased quality of service
Quiality increases because - Customers/users are given accurate and easy-to-understand
answers.
- Manual support is focused on the issues that gives the
highest value to both suppliers and users.
- 24/7 supprt can be offered at a low cost.
3. Improved knowledge about user behaviour
All data about customer/user queries and behaviour is stored and analyzed in a software tool
(LogView).
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Cost reduction — an examplel(2)

The cost for manual customer service is driven by the following cost components

«  Cost per minute for the customer service operator

«  The number of calls it takes to resolve an issue —typically 1.5-4 in many businesses (this
includes giving erroneous, misleading, or difficult-to-understand answers)

«  Thetime it takes to answer a query

. Level of service

Assumptions for the analysis:

Cost per minute: 6.70 SEK
Calls/resolved issue: 1.7
Average call duration: 2.50 min
Number of calls per month: 100 000
Reduction of call duration: 10%
Reduction of calls/resolved issue: 1.7 ->1.5
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Cost reduction — an example 2(2)

Costreduction per month as a function of self-service level

1,800
1,600
1,400

1,200
1,000
800
600

O Call duration

kSEK

B #calls per issue

O Self-service

400
200

o\e o\e o\o o\o o\e o\e o\e o\e o\° s\o o\o

Customer queries self-serviced
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A gradual roll-out reduces risk and sercures the cost reductions

% questions the system can answer

100% .............................................................................................................................................

Manual suppport

... System upgrades... g

Global usage

e

Addition connunication channels
New services

Selected
Internal users

Queries self-serviced

Time
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An implementation is carried out in a series of steps

Limited Gradual
launch roll-out

Proof-of-concept

 Study system pre- * Define system * Verify user response * Launch

requisites architecture * Follow-up results * Follow-up results

) Etsé:mgfe business - Verify functionality * Change and improve * Change and improve
P * Verify system . Expand . Expand

- Set targets performance P P

* Determine exit * Verify against

criteria targets
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