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Introduction
In many customer service contact centers, the interactive voice response (IVR)
system handles the majority of incoming calls, approximately 55% to 95%,
depending on the vertical and the effectiveness of the system. At a cost of $3.00
to $6.50 per typical customer service call handled by a live agent, an IVR saves
companies millions of dollars, on a conservative basis. (IVR interactions are
estimated to cost between $0.03 and $0.30 per minute.)
IVRs are so good at deflecting routine calls from agents that companies often
take them for granted. Since these systems are relatively trouble-free, they do
not require attention from IT or the business. The issue is that over time, IVRs
become less effective because business requirements and customer
expectations change, while most IVRs do not. This is a very expensive oversight
because a small but continuous investment in the IVR can make a major
contribution to customer satisfaction and your bottom line. This white paper
presents a financial justification for ongoing investments in an IVR, high-level
investment guidelines, best practices for building a continuous improvement
program, and ends with a decision framework to help companies decide if the
time is right to update their IVR application or system.
DMG research has shown that both Baby Boomers and Millennials prefer to use
self-service solutions to solve an issue, but will interact with a live person when
the automated tools are not successful. This indicates the great potential for selfservice solutions – companies can improve their customer experience (CX) by
enhancing their IVR. When an IVR is well designed, easy to use, and effective in
giving callers the information and answers they need, it’s no longer an issue of
customers tolerating the IVR, but instead it becomes a preference.

The Financial Justification for Investing in Your IVR
Too many companies install an IVR and then ignore it, unless there is a major
event such as a merger, they need to replace the automatic call distributor
(ACD), or a major system failure occurs. Generally, IVR hardware is very reliable
and once the IVR script and voice user interface (VUI, if it is speech-enabled) is
developed and implemented, many companies do not feel the need to invest in it
any further because it works. It’s the “if it ain’t broke, don’t fix it” theory of
management.
A small ongoing investment in your IVR will make a major contribution to your
contact center and enterprise bottom line. As importantly, since self-service is an
essential step in the customer journey and plays an influential role in overall CX,
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keeping an IVR current, relevant and easy to use is necessary for your brand. An
IVR optimization initiative delivers significant benefits to enterprises because it
enhances the customer experience while reducing operating costs and improving
agent engagement.
IVR optimization efforts are intended to address many activities, including:
identifying and eliminating impediments that prevent callers from completing a
transaction, improving the process flow to make it easier for callers to address
their needs, enhancing grammars (for speech-enabled solutions),
replacing outdated and awkward phrases, reducing the number of
Call to Action:
times a phrase is repeated, and changing the pace of the
Build an Excel-based
communication, just to mention a few. The enhancements made
business case and
during an optimization effort depend on current needs, which are
determine how
expected to change as the market and consumer expectations
quickly your company
mature. If a company is willing to develop a personalized and
will realize a ROI from
adaptive IVR application, the benefits will be even greater.
updating your IVR
system and
The numbers in Figures 1 and 2 tell the story. The difference
application.
between Figures 1 and 2 is the cost per call, which is a highly
conservative $3.50 per live agent call in the first figure, and the
more typical $5.00 in the second. We have provided both figures
to show that even where the cost per live call is very low, there are
benefits from enhancing your IVR.
Figure 1 shows that a 2% increase in IVR utilization will save an
organization $35k per month, or $420k per year, if they receive
500k calls per month, assuming a cost of $3.50 per live agent call.
($3.50 is often the cost estimate used for outsourcers.) If the cost per
call is $5, which is more common in enterprises, a company will save an
incremental $50k per month due to a 2% increase in call deflection, which is an
annualized savings of $600k. In both models, DMG has assumed that the cost of
a person to manage the optimization effort is $150k per year. This estimate may
be on the high side, but these resources are only expected to dedicate half of
their time to this effort, and as time passes, the amount of their time required is
likely to decrease. The point is the payback. In Figure 1, the payback from an
IVR optimization, assuming just a 2% increase in call deflection, is 4.3 months,
and for Figure 2, where the cost per live agent call is $5.00, it’s a 3-month
payback.
There are very few contact center investments that have a rate of return as high
and as proven as an IVR optimization initiative. What makes the justification for
this investment so strong is that this is not a one-time benefit. Companies that
are committed to continuous IVR improvement often see ongoing benefits in
customer satisfaction and call deflection, making the returns much greater than
the 2% used in these models.
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Figure 1: IVR Optimization ROI Model: $3.50 Cost Per Live Call

Monthly
Monthly Call Volume
IVR Deflection Rate
Fully deflected Calls
Cost per Call
Savings Per Month
Annualized
Savings per year
Cost to Optimize IVR
Net Savings per Year

Baseline

Enhanced

Incremental

500,000
55%
275,000
$3.50
$962,500

500,000
57%
285,000
$3.50
$997,500

$35,000

$11,550,000

$11,970,000
$150,000

Return on Investment
Payback in Months
Payback

$420,000
($150,000)
$270,000

4.3
180%

Figure 2: IVR Optimization ROI Model: $5.00 Cost Per Live Call

Monthly
Monthly Call Volume
IVR Deflection Rate
Fully deflected Calls
Cost per Call
Savings Per Month
Annualized
Savings per year
Cost to Optimize IVR
Net Savings per Year

Baseline

Enhanced

Incremental

500,000
55%
275,000
$5.00
$1,375,000

500,000
57%
285,000
$5.00
$1,425,000

$50,000

$16,500,000

$17,100,000
$150,000

Return on Investment
Payback in Months
Payback

$600,000
($150,000)
$450,000

3.0
300%
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IVR Investment Guidelines
Here are a few high-level guidelines to help companies decide if they should
invest in an IVR script/VUI refresh. The results on the IVR update will vary based
on the interface, the skill of the developers, and the vertical and specific business
use.
•
•

•
•

If you haven’t enhanced your IVR for 3+ years and are experiencing a
consistent deflection rate of 55%, implementing a continuous improvement
program should yield a 5% improvement within 18 months.
If you are experiencing an 80% deflection rate but primarily use the IVR to
provide information, adding 1 or 2 of the top transactions performed by
agents to the application should increase utilization by 2% within 18
months.
If your business is transaction-oriented but the IVR gives only rudimentary
information, adding a few of the high-volume transactions performed by
agents to an IVR should increase utilization by 2% – 8%.
If your IVR utilization rate is less than 20% and it was implemented more
than 5 years ago, it’s time for a total overhaul of the system and its
capabilities, as most environments today should be able to achieve an IVR
success rate of at least 25%.

In all cases, companies need to communicate the new features and options to
their customers, so that they are aware and know how to use them. Companies
also need to monitor the effectiveness of their IVR and enhance it on an ongoing
basis to rapidly identify and eliminate impediments that prevent the system from
being successful.

Building a Continuous Improvement Program
The best practice for optimizing the effectiveness of an IVR is to use a
continuous improvement program to review and enhance an IVR. This program
should be designed to measure the quality of the customer experience and the
effectiveness of the IVR on a quarterly, if not monthly, basis. The frequency of
the review should be influenced by the volume of calls handled by the contact
center. Operating environments that receive more than 1 million calls per month
should optimize their IVR monthly. If the volume of calls is 500k per month,
quarterly may be frequent enough. A company may find it beneficial to optimize
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their IVR on a monthly basis for the first 6 or 9 months and then cut back to
quarterly, when they start to see smaller paybacks with each iteration. Figure 3
shows the steps for an IVR continuous improvement program.
Figure 3: IVR Continuous Improvement Program

Source: DMG Consulting LLC, March 2017

1. Place tracers/markers in the IVR at every decision or action point to track
what customers are doing and where they are electing to drop out of the
system.
2. Develop reports that capture the performance of everything that happens
in the IVR; this should be a combination of detailed audit reports and
summary reports so that system and business managers can quickly see
when and where there is a drop-off in utilization.
3. If the system is speech-enabled, work with the speech recognition
provider to implement reports that identify ineffective grammar and speech
patterns.
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4. Meet with agents on a monthly basis to learn what is and isn’t working in
the IVR and to identify new opportunities.
5. Compile a list of the top 10 call types handled by live agents, and work to
incorporate them into your IVR.
6. Based on data from reports and input from agents, compile a list of IVR
enhancements, build a quick business case for each item, and implement
the ones with a compelling return on investment (ROI).

Is it Time to Update Your IVR?
Below is a decision framework to help companies decide if it is time to update
their IVR application, VUI, system or solution provider. If ten or more of these
items apply to you, it’s likely that the benefits from updating or replacing your IVR
will far exceed the cost.
Figure 4 makes it clear that there are many good reasons to take a look at a new
IVR solution or service provider. The benefits fall into many categories, including
improving the customer experience, empowering customers to conduct business
by themselves, reducing operating costs by deflecting/automating more calls,
and improving agent engagement by automating simple inquiries and tasks.
Figure 4: Decision Framework
Have not updated your IVR script/VUI in 5 or more years
Have not updated the grammar for a speech-enabled IVR application in 3+
years
Do not know how many customers utilize and are fully satisfied in the IVR
Do not have reports that capture and measure the effectiveness of every IVR
prompt
Do not have reports that show how many customers elect to use the IVR but end
up being routed to agents because their requests fail
Do not have consolidated ACD/IVR reports
Receive frequent customer complaints about the IVR script/VUI
Agents handle many routine activities that could be automated by the IVR
Vendor support for your IVR solution is no longer available
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Are paying more in maintenance for the IVR system on an annual basis than it
would cost to transition to a new service provider
Are paying more than twice the going rate for an IVR interaction
Find it too costly and time consuming to get changes made to the IVR
Lack internal resources who can make changes to the IVR application
IVR does not have a user-friendly development environment
Voice of your IVR has retired
Have added new products to the business but not to the IVR
IVR makes it hard for customers to transfer to a live agent
Offer more than 6 options at the initial IVR prompt
Pace of the IVR is so slow that customers find it annoying to use
Need to replace your ACD
Want to create an intelligent self-service solution that customizes options based
on the needs of each caller

Final Thoughts
Customer expectations have changed since the early 1980’s, when IVRs were
first rolled out. Many callers are happy to use an IVR; actually many prefer it for
simple activities, if it is well designed and allows them to quickly and easily
conduct business and transfer to an agent, if necessary. IVR technology has
improved substantially in the past 10 years, and there are a large number of
vendors who offer IVR services. The number of on-premise IVR providers has
decreased, but there are now more than 100 stand-alone IVR vendors and
contact center infrastructure vendors who offer IVR in the cloud and as a
managed service.
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About Serenova
Serenova simplifies every aspect of the customer experience, from front office to back, to make
life easier for you, your customers and your employees. The world’s most passionate, customerfocused brands achieve brighter interactions, deeper insights, and more meaningful outcomes
with Serenova’s always-on, highly secure, true multi-tenant and instantly scalable Contact Center
as a Service (CCaaS) platform, CxEngage. Headquartered in Austin, Texas, Serenova has
operations in California, Canada, the United Kingdom and Australia/New Zealand. Learn more
at www.serenova.com. For live updates follow @serenovashine.

About DMG Consulting LLC
DMG Consulting LLC is a leading independent research, advisory and consulting firm specializing
in contact centers, back-office and real-time analytics. DMG provides insight and strategic
guidance and tactical advice to end users, vendors and the financial community. Each year, DMG
devotes more than 10,000 hours to producing primary research on IT sectors, including workforce
optimization (quality management/liability recording), workforce management, performance
management, speech analytics, desktop analytics, text analytics, customer journey analytics,
surveying/voice of the customer, voice biometrics, cloud-based contact center infrastructure,
dialing, interactive voice response systems and proactive customer care. Our actionable solutions
are proven to deliver a lasting competitive advantage, and often pay for themselves in as little as
three months. Learn more at www.dmgconsult.com.
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