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Chaos Theory in Call Centers 
We are all familiar with Chaos theory otherwise known as the butterfly effect. The theory says that apparently 
unrelated events may in fact have subtle though direct impact on other apparently unrelated objects. The most 
familiar example is the butterfly effect, defined below by Wikipedia 

�The Butterfly Effect is a phrase that encapsulates the more technical notion of sensitive dependence 
on initial conditions in chaos theory. The idea is that small variations in the initial conditions of a 
dynamical system produce large variations in the long term behavior of the system. 

Edward Lorenz first analyzed the effect in a 1963 paper for the New York Academy of Sciences. The 
idea is now often stated something to the effect of, �a butterfly flapping its wings in Tokyo could cause 
tornadoes in California.� 

The practical consequence of the butterfly effect is that complex systems such as the weather are 
difficult to predict.� 

While I certainly would grant that weather is a complex and dynamic system and judging by my local forecasts 
accuracy there must be many butterflies impacting on their predictions, so too are call centers dynamic and 
complex. In fact to many otherwise intelligent peoples call centers can appear to be some form of magic art. Call 
centers are in fact a collection of thousands of apparently disconnected parts, each appearing to work 
independently of others and yet connected at some invisible level. So the Call Center Butterfly theory goes that a 
butterfly flaps its� wings in the Marketing department and your ASA is obliterated two weeks from now. 
 
All activities and apparently disparate disciplines within a call center are connected and inter-related. To effectively 
improve the performance of your call center you must understand and appreciate the inter-connectedness of all 
things. Now before you fear that this discussion has embraced some sort of eastern philosophy (Zen: be one with 
everything or Ram Dass- �be here now�), let me take you through a brief examination of call center 
interconnectedness. 
 
Senior management has tasked the call center to improve customer satisfaction while holding costs in line. The call 
center manager researches customer satisfaction examines benchmarking studies and best practices and concludes 
that the solution lies in implemented enhanced skills based routing. The business case cites improved customer 
satisfaction by directing calls to the most experienced staff, thereby producing a productive dialogue with shorter 
handle times and higher first call resolution. Brilliant idea one and all agree. 
 
The program is implemented and the initial results appear to be a complete and unequivocal endorsement for the 
logic of the plan and the management teams starts congratulating itself on a job well done. But hold a second what is 
starting to happen, the overall handle time and overall customer satisfaction and first call resolution rates start to 
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slip. Rather than �noise� or some anomaly as initially suspected, the numbers keep falling. Everyone begins to ask 
themselves how is this so?  If skills based routing is our butterfly and declining performance (Customer sat, FCR, 
AHT) is our result, how did we get there from here? 
 
Well let�s consider the ecosystem in this and in many other call centers today to see if we can determine this. 

• Skills based routing directs calls to the agents with the skill set best able to deal with the 
calls, 

• The more experienced agents the more skills they possess, 
• The more skills they possess the more calls they are enabled to handle, based upon the 

system �rules�, 
• The more call they are enabled to handle the more calls that are offered to them, 
• The more calls offered to them the more calls they take, 
• The more calls they take the higher their occupancy, 
• The higher their occupancy the greater likelihood they will  �burned-out�, resent agents who 

take fewer calls, resent management for devising this new form of torture and quit, 
• Staff turnover increases, the good (multi skilled staff leaves)  
• The weaker less skilled staff is thrown into the breach where they unable to help the 

customer, FCR declines, AHT increases and customer satisfaction reaches an all time low. 
 
Of the above scenario wouldn�t stop there, as new staff under increased pressure and increased occupancy would 
become de-motivated, morale falls through the floor and staff leaves the center like rats off a sinking ship. 
 
There are thousands of moving parts in your call center and a failure to understand the inter-relationship and inter-
dependency is to risk being the next casualty of the Chaos theory. 
Let us know what you think of this article or any suggestions you have for future issues by email at 

feedback@thetaylorreachgroup.com .

 

Fault versus Value, What are you 
generating? 
Every center anywhere has calls or transaction, whether in private for profit, not for profit or even 
government centers. In each center the calls or transactions fall into one of two categories: a fault call or 
a value transaction. This simple distinction is key to achieving a high performing call center in any 
environment. It is a powerful tool to unlock budgets, increase performance using any measures, especially 
the right ones for your organization. 
 
Centers are awash in data: Average Speed to Answer; Grade of Service; Call Handle Time; Cost of 
Service both total and per transaction just to name a few. A few centers are also tracking some form of 
customer satisfaction using outside firms to gain a perspective from the customer�s point of view of their 
service. This wealth of data, focus on the details and overall model blinds many to the value of the center 
to the organization and most importantly HOW that value is realized or wasted. 
 
Every center has an on-hold message that is some form of the �Your call is important to us, please hold 
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for the next available agent� statement. Hold times after these statements belie the sentiment expressed. 
If the call was really important then the center would provide service that exceeds by a small margin the 
standard. This standard of course varies but is most commonly a variation  of the 80% of calls, answered 
in 20 seconds with less then a 3% abandon. 
 
Once the onion layers surrounding most centers are pealed back you discover that there are few 
forecasts of volume, leading to understaffing. Or even more common the center is understaffed or under 
funded for the call volume. The service level is a goal that management and the center staff strive for and 
�hope� to achieve. Hope is not a strategy! 
 
Achieving service level is a matter of calculation and formulas. X number of calls, y call length etc. We all 
know this or some version of these formulas. Less know however and more fuzzy is what is the cost of 
bad or good service? How much revenue is lost because customers could not get service? How many 
customers could not place an order, execute a transaction or inquire about a service because of long 
wait times? 
 
Lets look at a hypothetical example, a center with a 30% abandon rate which  = loss of x% of revenue 
calls as x% of total calls. Consider the center has an average of 60% value calls to 40% fault calls; and the 
30% abandon rate.  
 

Total Calls    10,000 
Fault 60%      6,000 
Value 40%      4,000 
Abandon Rate 30%
Call Answered      7,000 
Call Abandoned      3,000 
Avg. Value Per Call  $   25.00 

Abandoned Value Calls      1,200 
Lost Revenue  $30,000 

 
The actual results are worse than this simple model above shows. Experience tells us that someone 
calling to get something fixed is far more likely to persist to try and get through than a person calling for 
the first time to buy. If we use a conservative 2:1 ratio, two tries for a fault fix versus one for a new sale. 
This means that the poor service level is degrading the sales ratio at higher rate than the model 
demonstrates. Poor service costs. It increases all calls length while callers vent about the long delay in 
getting through. It prevents revenue calls from being taken. It gums up the center with issues and 
problems that are usually not of the centers� making. Bad service costs much more than good service. It 
is that simple.  
 
Most frequently the root causes are: alignment of objectives and inability, misunderstanding or lack of will 
to resolve the cause of all fault calls. One client, a publisher, set the compensation and bonus for its 
marketing and sales department as a function of the revenue increase per period. The result was more 
and more campaigns that generated more and more cancel calls into the call center. Aside from the 
physical handling of the rejected books and magazines all of which had to be returned, the cost to handle 
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the calls and change the transaction records reduced any margin to less than zero. It was only after 
everyone was shown the results of more campaigns and the revenue loss was the company actually able 
to change the compensation model. The changed resulted in improved alignment of goals and objectives. 
Better marketing resulted in more profit and much fewer fault calls to the center. The number of sales 
calls as a percentage of total calls increased dramatically. 
 
What are the steps you need to take to analyze your center results if you think that might have a 
problem? First categorize all calls/transactions into four groups: fault or value calls and for each whether 
it is customer or company generated. Remember most fault calls start with the company. For instance 
lots of calls because customer did not either read the instructions or did not understand them. While it 
can be argued that this is just an example of the �dumb� user. It is more likely either poorly designed or 
manufactured product, poorly written instructions.  
 
No one wants to say to the company officers that the cause of many fault calls is management decisions. 
This analysis is one way to demonstrate this with supporting facts and data. Every call center is the canary 
in the corporate mine. When things start to go bad it is the canary that first notices. 
 
More customer interactions take place through the call center than any other communication channel. It 
is therefore important that the center understands the customers point of view. Fault versus value 
analysis quickly shows if the company�s policies and practices are generating value or additional and 
unwanted costs. 
Let us know what you think of this article or any suggestions you have for future issues by email at 

feedback@thetaylorreachgroup.com .

 

Poll of the Month 

Each month on the TRG website (www.thetaylorreachgroup.com ) we ask you to cast your vote in our monthly poll.  
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"Do you Believe that the call center industry is providing 
you with advancement opportunities?"

Yes
43%

No
36%

Not Sure
21%

 

Twenty five years ago you could not have chosen a career in call centers when you met with a guidance councilor  

Do you have an idea for an upcoming poll? If so we would love to hear it.  

Please email your suggestion to feedback@thetaylorreachgroup.com                   

Newsworthy 

In this regular column we review the latest news, predictions and trends impacting on the Customer Interaction 
Industry. 

AOL Laying Off 700 Mostly Call Center Employees  

America Online is laying off more than 700 primarily call center employees in response to declining dial-
up subscriber rates, according to reports. AOL is closing its center in Orlando, FL, and is cutting 
positions in centers in Jacksonville, FL, and Tucson, AZ, and at AOL's corporate headquarters in Dulles, 
VA. The cuts amount to about 4% of AOL's 20,000 global work force. This is the largest layoff at AOL 
since Dec. 2004, according to AOL. The news comes as Microsoft, Google, Comcast and Yahoo! have all 
been showing interest in AOL's ad-supported content business. However, they are not interested in the 
company's Internet access business. As of June 30, AOL had 20.8 million U.S. subscribers, down 917,000 
from the March quarter and 2.6 million from a year earlier  
Direct Newsline 
 
India faces staff quality crisis 
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Industry officials have slammed the standard of Indian graduates, saying the country's poor education 
system is threatening its call centre boom. Indian and Australian media this week quoted industry experts 
as saying that only one in 10 graduates are employing. "It's only the cream of the cream who go to the 
excellent institutes of management and technology who have great potential. The rest are unemployable," 
Indian call centre and IT association, NASSCOM, president Kiran Karnik was quoted as saying. Nasscom 
has said that it needs 9000 more workers right now, but has failed to find them. Statistics say that given 
its rapid growth, the industry will be short of 82,000 workers by 2007, which will spiral to 206,000 by 
2009.  
Callcentres.net 

 
English agents prepare for chilly customers  

As Britain braces for a freezing winter, call centre staff at power company Npower are going to 
extraordinary lengths to prepare themselves for the consumer reaction. In an effort to empathize with 
callers who suffer from fuel shortage, agents at Npower's County Durham facility are being encouraged 
to spend a day in a cold room, heated to only 16 degrees Celsius. Staff are also receiving a talk from 
Arctic explorer Sir Ranulph Fiennes on how low temperatures affect the body. Npower's David Threlfall 
said the company wanted its staff to experience exactly what a cold home feels like. "That's where the 
cold room helps," he said. "It's just like the downstairs of a normal house, but with a maximum 
temperature of just 16C." Agents will also be equipped to offer advice on steps customers can take to 
keep themselves at a comfortable temperature and more efficient ways to pay their bill.  
Callcentres.net 
 
Small and mid-sized businesses in the United States plan to increase use of VoIP 

Small and mid-sized businesses in the United States plan to increase their usage of converged voice and 
data communications solutions over the next 18 months, new research commissioned by the CompTIA 
reveals. The survey of some 300 U.S. businesses with 20-500 employees found that 40 percent are 
currently evaluating new communications solutions that deliver voice and data applications over a 
common network, or intend to do so within the next 18 months. Another 18 percent of these 
businesses are currently deploying a converged solution, or will do so in the next 18 months.  
CRMAdvocate. 
 

Ask the Experts  

The following are actual questions posed to the TRG experts. You can pose your questions on our website. 

Question:  

How can we better align our  internal and external customer satisfaction measures? 
Samarath C. 

Expert Response: 
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In most organizations there is a great disparity between what is measured internally to gauge customer satisfaction; 
quality assurance, monitoring checklists etc. and what is employed externally; direct customer interviews. In general 
the internal quality assurance process measures our success at doing those things we feel will improve our 
customers satisfaction with their transaction.. The actual customer interviews illustrate what is really important to 
our customers. If we are going to make significant in-roads in improving cuatomer satisfaction we must align these 
two points of view.  

Fortunately we have the ability in most call centers to do this quite easily. The first step is to compare and contrast 
what our customers have said is important (via direct customer interviews) and what we are measuring internally 
(monitoring forms, guidelines etc.). A side-by-side comparison will often yield some surprising results. For example 
in most situations what our customers value very highly is a resolution of their inquiry, yet our research indicates 
that less than half of the centers we spoke with were including resolution on the internal quality measurement 
sores. Many centers reward those agents who use the customer name or demonstrate good call control with high 
marks when monitored, but customers often cite the annoyance of hearing their name in each sentence and 
frustration with not being able to �get a word in edge-wise�. 

Alignment is a critical piece of effective call center management and is all to often overlooked. For more information 
on alignment in call center operations see the article in September 2005 issue of �Customer Reach�. 

Let us know what you think of this response. How would you have answered this question? Let us know at 

feedback@thetaylorreachgroup.com     

Inside TRG
Call Center Summit 2005 

The Marcus Evans Call Center  Summit in Las Vegas earlier this month was a very interesting event. There were a 

number of good presentations from T-Mobile, Bank of America and Dell to name just a few. The topics ranged from 

Effective Workforce management in a Multi-center Multi-LOB environment, to outsourced managed services and 

just about everything in between. As always the event was very well managed and organized.  

At the Summit we met with a number of organizations that are working to improve the Operational Effectiveness of 

their call centers and we handed out the past years� worth of �Customer Reach� newsletter. This give-away was 

characterized by one delegate as �the most valuable take away from the event�. This underscores the value that we 

have always hoped that �Customer Reach� delivered; a detailed, valuable and usable guide to helping you improve 

your call centers effectiveness. 

If you have never been to a Summit before I would encourage you to look at the Spring Summit next April as a 

worthwhile event. You can get more information on the Summit at www.marcusevans.com   

 

Case Study 

In this regular column we review the successes that TRG is part of. 
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TRG completes Assessment that can yield $50 million dollars in operational 
savings  
 

The Challenge: 

This very successful car maker asked TRG to assist it in assessing its� call center operations with a view to 
improving service and reducing expenses. 
 

The Process: 

TRG conducted a complete end to end assessment of the call center, its processes and those processes 
that impacted on the call center. These included; 

• Hiring,  
• Training, 
• Monitoring, 
• Coaching, 
• Staffing,  
• Forecasting,  
• Quality assurance, 
• Call routing, 
• Staff Budgeting,  

TRG also completed an operational cost assessment and presented these results to management.  
 
The Solution: 

New hiring practices were implemented to recruit for the desired skill sets. The process mapping resulted in 
revision to many of the processes to align them better with the objectives of the business. Workforce management 
and amore robust quality assurance process were also introduced to support more effective operations. 
 
Based on the operational cost assessment TRG recommended that the company examine alternate locations with a 
view to reducing on-going operational expenses. TRG developed and issues a �blind� RFP for a new call center site 
within the US and Canada. More than 70 jurisdictions responded. With the responses in hand TRG worked with 
internal finance staff to develop and validate a model that could compare and contrast the operating expenses in 
each potential location versus the present one. T 
 

The Result: 

In addition to the improvements in operational performance driven by implementing the TRG 
recommendations, the client was able to identify more than $50 million dollars in operational savings that 
could be achieved in a new location!  
 
The Taylor Reach Group, Inc. provides Strategic and Operational customer interaction consulting 

services that deliver Operational Innovation breakthroughs in Contact Center operations. 

Award winning service and more than 100 years of industry experience serving �Fortune 1000� 
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companies. Extensive North American and International experience with both captive (in-house) and 

outsource centers.  

Delivering Operational Innovation to your Contact Center 

Contact Center Consulting, Customer Satisfaction, Contact Center Technology, Privacy, Supply 

Chain and General Management consulting services provided. 

Award winning service...Reach Beyond!  

Phone or email Colin Taylor today at 905-426-5055  

By email at  ctaylor@thetaylorreachgroup.com . 

Offices in North America & Australia 

 

The Taylor Reach Group, Inc. 
31 Barr Road, Suite 2 

Ajax ON 

L1S 3Y1 
Phone:  905-426-5055 

Fax:      905-426-6793 

E-mail:  info@thetaylorreachgroup.com 

www.thetaylorreachgroup.com      


