Chatbot
Starter’s
Guide

A comprehensive beginner’s reference

to help you learn more about chatbot
benefits, how they work, and best

practices to get your bot talking.




The future Is here!

Sci-fiin the 1960s dreamed up future technology

that could make our lives better. To aid parents
in housework and babysitting, “The Jetsons”
brought forward a smart robotic maid, Rosie, to
the rescue. Optimistic technology predictions
characterized sophisticated, humanlike bots,
like Data in “Star Trek,” capable of commanding
the Starship Enterprise by day and parenting an
adopted cat by night.

Looking toward what could be possible with wonder and
curiosity, sci-fi inspired inventors have since brought forward
the self-driving cars and wearable two-way communicators
that yesterday could only imagine. We live in a world where
“Rosie” came to life as a common household smart robot
vacuum cleaner. And although they're not in human clothes,
we have bot assistants keeping our “ships” on track—just ask
Siri or Alexa.

The robots are no longer coming; they’re already here.
And although deploying the technology of everyday
chatbots can seem intimidating for your contact center
agents and customers, bots are great news. The use of
chatbots and virtual agents have seen significant growth
already as the technology consistently advances. In 2020,
the interest in deploying them skyrocketed as call volumes
soared while people were staying home more and going out
less. As aresult, contact center leaders turned to chatbots
to help their customers and agents. Not only is chat and
chatbot customer service accessible for even small
businesses, customers expect them.

59% of customers prefer to resolve their issues
without contacting a customer service rep. But
only 13% of customers are successfully contained
within self-service, because their problem
resolution journey breaks down.!

If you're unsure of where to start, this guide will walk you
through the basics around what chatbots can do, how they
work, and how to ensure a seamless customer experience.

LGartner: Head of Customer Service & Support Leadership Vision (2022)



https://www.gartner.com/en/customer-service-support/trends/css-leaders-top-priorities-leadership-vision?utm_source=eBook&utm_medium=collateral&utm_content=0002163&utm_campaign=ttps://www.gartner.com/en/customer-service-support/trends/css-leaders-top-priorities-leadership-vision
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What is a chatbot?

Chatbots are programs used to simplify or
automate tasks that can be deployed on

the web, across social channels, and even

in backend routines. But, the application of
chatbots vary based on the company’s need.
Like how Fandango’s chatbot surfaces movie
trends, showtimes at nearby theaters, and sells
tickets. Or when thriller novelist James Patterson
partnered with Facebook to launch The Chef, an
interactive novel read via a chatbot experience.

What can a chatbot do?

Chatbots support customer service in a few ways:
* Answer frequently asked customer questions

* Provide information, documents, and other contextual
support

* Use data to personalize interactions
 Complete secure and accurate transactions
* Route interactions to other channels

* Promote or educate on products or services
* Proactive customer outreach

* Assist agents with next-best action and knowledge base
recommendations

Why businesses need chatbots

A benchmark report shows that 71% of businesses agree
that chatbots and virtual assistants make interactions
easier for customers.?

Their ability to handle routine tasks and common

questions at any time of the day can offer a quick and great
return that reduces operational costs, improves customer
experience, and uplifts and empowers agents.

Chatbot benefits go beyond customer service. With
inexpensive development cost compared to labor and
software development costs, and often reduced development
time, chatbots offer quick wins and are great initial steps
toward Al-empowered digital transformation.

2NICE: 2020 Customer Experience (CX) Transformation Benchmark



https://www.facebook.com/Fandango/
https://www.facebook.com/The-Chef-by-James-Patterson-244481802931386/
https://www.nice.com/resources/2020-customer-experience-transformation-benchmark?utm_source=eBook&utm_medium=collateral&utm_content=0002163&utm_campaign=NL_Q121_210035_IC-AI_Chatbot-starters-guide_AMER-EN?utm_source=eBook&utm_medium=collateral&utm_content=0002163&utm_campaign=NL_QX22_####_IC-BW-Getting-Chatbots-Right-eBook_EN-GLOB&utm_detail=eBook
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8 reasons why businesses
need chatbots

1 Improves customer support for common Greater chance of success for early adopters
questions at any time of the day and
How chatbots work bolsters effortless self-service that can

increase customer satisfaction Increases interactions with users when

integrated seamlessly into customer journey

o N

| -

81% of consumers say that they want

Anatomy of a chatbot

41% of consumers will abandon a brand

more self-service options

Anatomy of an intelligent
virtual agent

after two bad digital interactions

Automates agent efficiency and enables
How do you know what bot them to focus on qualitative tasks, which in

technology is right for you? turn keeps them more engaged

7 Improves ease of engagement

Smart self-service can increase revenue

How to build a chatbot 24% of businesses and 34% of by 10%

consumers say that the top benefit of
self-service is faster resolutions
A more modern approach 8 Increases cost-effectiveness, time-
efficiency, and mode of engagement

Best practices for 3 Enhances business branding with minimum
implementing a chatbot effort 85% of consumers said customer service

has an impact on brand loyalty

Improves operational efficiencies

.

The customer journey beyond
the contact center

63% of customers say their top
frustrations are waiting on hold, 51%

say it’s having to repeat information,
and 37% say it’s not getting the issue
resolved quickly

3 NICE: 2020 Customer Experience (CX) Transformation Benchmark (2020)



https://www.niceincontact.com/call-center-resource-finder/faster-service-happier-customers-using-self-service-to-accelerate-the-speed-of-resolution/?utm_source=eBook&utm_medium=collateral&utm_content=0002163&utm_campaign=NL_Q121_210035_IC-AI_Chatbot-starters-guide_AMER-EN
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How chatbots work

What’s the difference between a virtual
agent and a chatbot?

How chatbot technology works depends on

the type of development. Virtual agents rely

on artificial intelligence (Al), natural language
understanding, natural language processing
(NLP), and natural language generation to
understand and respond to the humans they are
interacting with; whereas, chatbots are typically
rule-based.

There are two primary ways to develop a chatbot:

Rule-based: Rule-based or decision-tree bots answer
questions or support transactions based on pre-
programmed rules, offering menu options and buttons.
Responses are matched to queries or inputs from a customer.
For instance, a customer might have a set of optionsina
dropdown, where an “if or then rule” determines a response
or action based on a customer’s selection.

Al-based: Some chatbots use artificial intelligence (Al)
technology like natural language processing to help
understand context. Virtual agents are the most advanced
bot and combine artificial intelligence (Al) technologies like
machine learning with NLP to continuously learn, understand,
and respond to the humans with which they are interacting.
These are self-learning bots programmed to understand
context and facilitate more complex interactions. So, when
someone asks semantic questions like, “Where is my order
invoice?” or “l can’t find my receipt,” the bot recognizes
similar intent.



https://www.niceincontact.com/call-center-software-company/glossary/what-is-contact-center-ai-artificial-intelligence
https://www.niceincontact.com/call-center-software-company/glossary/what-is-contact-center-ai-artificial-intelligence
https://www.niceincontact.com/call-center-software-company/glossary/what-is-contact-center-natural-language-understanding-nlu
https://www.niceincontact.com/call-center-software-company/glossary/what-is-contact-center-natural-language-understanding-nlu
https://www.niceincontact.com/call-center-software-company/glossary/what-is-contact-center-natural-language-processing
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Anatomy of a chatbot

There are a few different types of chatbots, two
of which are primarily developed with rules-based
modeling. Rules-based chatbots can automate
tasks for customers like ordering, answering FAQs,
or routing contacts to the right agent.

Menu-based chatbots: Menu- or button-based chatbots are
the most basic type of chatbot on the market today. In most
cases, these chatbots are glorified decision tree hierarchies
and are enough for answering that handful of nagging FAQs
but fall short for more complex requests and questions.

Keyword-based chatbots: Keyword recognition-based
chatbots extend rules-based menu or button bots with Al to
listen to what users type and respond appropriately. These
chatbots utilize customizable keywords and Al to determine
how to serve an appropriate response to the user.

Decision-tree helps a basic bot follow rules, and
natural language processing helps the bot talk.

Rules-based chatbots, like menu or button-based bots, can
follow rules, which make them great for automating the right
tasks. Plus, they have a lower barrier to entry in terms of cost,
speed of implementation, and training. However, they require
human intervention for any changes outside the specific
commands for which they’re programmed. They don’t learn
or understand.

Natural language processing is what makes a bot
conversational. Keyword chatbots use Al to learn, listen,
understand, and respond.

Natural language processing (NLP): Natural language
processing is a discipline of artificial intelligence that powers
the capability to turn text or audio speech into encoded,
structured information to better understand and respond
within context to the customer’s needs.

Rules-based bot

Howi can | help you today? Please
type “Onder Status®, “Shipping
Status” or "Custormer Senmoe”.

Sorry, but | didn’t understand,
Please type “Cwrder Status”, “Shipping
Status® or “Customer Service”,

8

Agent! Live Person! Hedp?
| need vy aduli

Conversational AI

Hil How can | hedp you today?

Wy haneem't | gotten my nefund?

Liet e il that out for yew

Wiz just finlshed processing your
refund. i shoukd sppear as a credit
within the next 3-4 days

Extend the function of rules-based bots with natural language
processing to increase the possibilities for effective outcomes.



Anatomy of an intelligent
virtual agent

The third type of chatbot is an intelligent Virtual agents can understand and even self-improve based
virtual agent (lVA) Virtual agents are the most on what users ask for and how they ask for it. To do this,
advanced and CCIr.W follow rules. talk. and learn virtual agents often combine different Al technologies, and

. pair functions of natural language processing with machine
They can even understand and communicate learning. Some of these technologies include:

in speech, text, and images. Virtual agents use
machine learning (ML) to remember conversation
paths and learn and improve over time.

Natural language understanding (NLU) is the “reading”
function of NLP. The NLU uses the structure and intelligence
intent of a sentence to analyze text and determine the
meaning and intent of what a customer says.

Natural language generation (NLG) is the “writing”
function of NLP. It generates written text based on data
inputs, which can also be converted to speech through
text-to-speech technology.

Automated speech recognition (ASR) and NLP work
hand in hand to convert spoken words into a structured
data format.

Computer vision (CV) is the “seeing” function closely
related to NLP, where computers can interpret and classify
digital images.

Machine learning (ML) is an application of artificial
intelligence (Al) that provides systems the ability to
automatically learn and improve from experience without
being explicitly programmed. Machine learning focuses on
the development of computer programs that can access
data and use it to learn for themselves.
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Example of how a virtual agent uses Al technology

If a human says: “What’s your return policy?”

1. Understand: The virtual agent
must process the intent in these

statements and communicate e

in a way that makes sense. It Machine Learning

scans for keywords and phrases Q Natural Language e Nl Langiiage

within the request using natural Understanding Generatiun

language understanding (NLU). .l CE )

De:ennhe the
2. Learn: The more conversations L J )>) ))) ég;;

the virtual agent has, the more Comprehend what Give a response in

is being said human-like format

the dataset grows. Machine

learning helps it grow by ‘ ' ’

understanding and response

through identifying patterns

in the dataset, such as if the What's your return policy?

outcome was favorable or not — Natural

or what certain combinations of La ng UHQE

phrases most align with positive Processi ng
responses.

3. Respond: Using natural
language generation, it must
respond with the appropriate
output, such as alink or
explanation of the return policy.




How do you know what bot
technology is right for you?

The options for how you design and program For instance, a company trying to solve for 24 /7 availability
a bot to function are far and wide. The robo- and high volumes of routine contacts that has limited

t h q d th ' , resources and no previous experience with Al. In this case,
I’OU. € YOU ChOO0se : epends on the use Cgse yOLf re they might need to:
trying to accomplish and on your organization’s

resources and maturity for using and owning Al. Crawil: Pilot, test, and improve a menu or decision-tree bot
that’s using rules-based programming,.

Walk: Scale the bot’s capabilities with NLP.

Run: As it gains enough data, use machine learning to train
the bot to learn and better communicate over time.

Fly: What's the secret to building smart self-service fast?
Replace the guesswork with data and Al. That’s right!
Harnessing data from conversational intelligence elevates
“basic bots” to truly “intelligent virtual agents” (IVAs) that
deliver the best self-service CX possible.




When to consider rules-based
automation:

* Little to no Al experience

e High volume of repetitive tasks

* Tasks have few or fixed outcomes

* Tasks prone to human error

* Lower volumes of data

» Speed and ease of implementation

Frequently asked questions

Chatbot

Rule-based bots are perfect for routine questions
that customers have and can greatly reduce call
volumes to agents.

Limitations of rules-based bots:

* Needs human intervention for any new outcomes
or growth in complexity

 Difficult to maintain over time
* Must be able to pass off to a human
e Canrespond, but not communicate without NLP

e Can’'tlearn

When Al-based virtual agents are Use cases for Al-powered intelligent
a good idea: virtual agents (IVAs)

* To improve speed and resolution of existing chatbots .. ..
Digital Receptionist
* To maintain larger amounts of data on existing
interactions Scheduling appointments, providing patient order
updates, and answering high-volume inbound calls.
A healthcare retailer utilizes intelligent virtual agent to handle
 To facilitate resources that train, test, and own ongoing allincoming calls for a majority of their retail stores, handling
maintenance upwards of 30,000 calls every day. The company’s IVA
schedules more than 2,500 appointments daily, and answers
customers’ questions regarding store locations, directions,
e To allow responses to Chqnge rather than be static and order status uptheS. Key metrics: 30% Reductionin
Cost to Serve, 20% Faster Issue Resolution

* For two-way conversation

* When outcomes have several variations

* To deliver exceptional customer experience

. . Hospitality Concierge
Billing, payment, or collections
Enhancing guest and employee experiences in the
hospitality industry.
Patrons of aresort can text, chat, or speak with aresort’s
virtual assistant, who will immediately process requests
ranging from extra towels and amenities, to dining
reservations and hotel checkout. Additionally, resort
Scheduling employees can chat with the IVA for information and
assistance with various services. Key metrics: Up to 40 points
NPS Improvement

Virtual agent

Virtual agents offer secure means for collecting and
processing payment, reporting balance inquiries,
and handling claim statuses.

Virtual agent

Because virtual agents leverage natural language
processing, they are sophisticated enough to handle
and confirm customer appointments.

Triage and action

Virtual agent

Virtual agents are exceptionally good at handling
complex actions like roadside assistance, hotel
reservations, and insurance claim approvals.

NICE
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How to build a chatbot

There are multiple options for building and implementing chatbot

technologies, from DIY to fully outsourcing and everything in-between.

Traditional approach to building self-service bots

" (o)
" ' :: |

Based on Best Guess Not Purpose-Built Limited Chatbot

free
¥ R LT T
TR BRI SR . Ran) B

How much are plans?

L TERTTe ST,
i — W T
. o ST

For customers who are deal
or hearing-impaired, we

Developer Flatforms nave several accessibility
features available.

Cobbled Technologies

Des gn Think Mg How much ara

Mot Data Based __SEHUICE m.am?
Journey Mapping Hand Codad 0K, got it.
L Do you want to know about
’ — Domestic plans or
i Internaticnal plans?

Modern approach to building
better, smarter bots faster

Billions of
Conversalions

e
Voice Recordings Identify optimal NICE leverages a Deliver effective
Chat Transcripts automation intents, true no-code process. conversational
conversation flows, automation
and utterances. that works!



A more modern approdch

Traditionally, the backend logic that drives
chatbots is manually created through
workshops. In these sessions, teams guess
which phrases customers might use to express
what they're trying to accomplish (a.k.a their
“intents”). Then, they decide what to automate
and where to start developing.

Leverage conversational data

By building self-service bots using data from live
conversations in voice and chat, you can gain valuable
insights into why customers are reaching out and how
agents resolved their issues. Conversational data reflects
the language and communication that naturally occurs for
issue resolution. When bots are built based on natural human
interactions, they become more effective at satisfying
customers’ needs the first time.

Use Al to understand
customer intents

Customers ask questions and express their needs in
hundreds—or even thousands—of different ways. Traditional
digital models only recognize and respond to the exact
phrases they have been programmed around. Typical
self-service development involves a workshop, where
participants guess why customers call, what they need, and
what agents do to resolve their issues.

While a workshop might capture a few customer intents,
without data, it is impossible to review every customer’s
interaction, categorize every intent, and capture the
frequency of each intent. Further, without data, it would be
challenging to document the language each customer uses
to express their intent—only a few phrases are identified for
each intent. But what about the customer who uses different
words and expressions? They get (expensively) elevated to
live service.

A more modern approach would use natural language
processing (NLP) and other Al tools to uncover all kinds of
words and phrases that express customer intents, using
actual human conversation. These insights can then be used
to train the model to understand how people really interact
and provide the appropriate flow into an ideal resolution
path. When Al is involved in discovering customer intents,

it can group these intents to track the frequency that each
comes up. This significantly benefits digital team operations.
Reviewing every interaction across each channel can reveal
the top customer intents and the value of automating each
one, helping businesses to make the most of their teams and
helping customers as they utilize intelligent virtual agents
and chatbots.




Best practices for implementing a chatbot

Even an intelligent chatbot requires smart
development that keeps the customer in mind.
Although more than 70% of businesses agree
that chatbots make interactions easier for
customers, 90% of businesses believe chatbots
need to get smarter before consumers will be
willing to use them regularly.3

A poorly designed chatbot isn’t an asset, it’s
a liability.

4 NICE: 2020 Customer Experience (CX) Transformation Benchmark (2020)

5 NICE: 2022 Digital-First Customer Experience Report (2022)

Get your bot smarter with these eight best practice steps:

1. Leverage the right tools to analyze highly complex

data at scale with Al and machine learning. Imagine
trying to manually parse through every conversation

and chat, and looking for the elements that indicate
which parts of the interaction are most important. How
would you assess the value of an update or the highest
priorities for automation? It would take months or even
years, all while more interactions are flooding in. Machine
learning and Al-powered tools have the ability to ingest
millions of interactions automatically, score them across
a huge variety of metrics, and identify patterns and
insights humans could simply never see. The rich analytics
available with these tools can drive improvement at a
speed and scale never before possible.

. Identify your use case first and determine the business

value and ROI criteria. Knowing exactly what you are
trying to solve for or the goal you're trying to achieve,
and the associated value, can help you determine if Al is
a fitting use case and which approach makes the most
sense financially.

Don’t try to have your bot do too many things.
Instead, have several bots that each perform

%/ acertain task all linked by your interactive
voice response (IVR).

. Determine if you want to build your own bot in-house

or outsource. It depends on your internal resources and
also on your existing tech stack. Explore bots well-known
in your industry, which may already have pre-built intents
and actions in place, accelerating your time to ramp.
Consider piloting small.

4.Design a pilot and pre-determine how it will scale. Start

small by identifying a specific task you want the bot to do.
Determine how and when you're ready to scale it.

. Personalize the experience. Give your bot a name

and characterize it with personality according to your
branding. Connect to your CRM to pullin helpful historical
context and data like the customer’s name. Consider the
language and geography you plan to cover and be sure
language adapts accordingly.

r Be transparent with your customer when they
Q are speaking to a bot.

. Evaluate how the solution fits into your existing process.

Determine what kind of experience you want the customer
to have and how the solution will integrate seamlessly into
the customer’s journey. Also explore how you will measure
performance on this channel and how the data will
integrate within your existing customer journey reporting.
Don’t forget to seamlessly handoff to alive agent!

Chatbots can act as a gateway to other
. channels:

Half of consumers who begin with self-service
channels are transferred to a live agent.#

Integrate agent escalation by equipping agents
with customer context:

36% want brands to make their self-service
smarter.®

NICE



7. Train, train, and train. Rules-based bots need to
be tested and require human intervention when new
responses are needed. Virtual agents require a human to
train the bot initially, and consistently test and train at a
regular cadence.

Like human agents, chatbots require ongoing
support and training. You'll need to update
s=a) Yyour bot and train it when new materials,
E products, and services become available, as
well as when speech patterns change.

8. Measure and improve. Track your bot’s performance and
be prepared for constant iteration and refinement.

This chat script created with drag-and-drop functionality shows how a chatbot can be used as the gate to other channels and
how proper scripting can support the seamless transition from bot to agent.

NICE



CONTENTS

The future is here
What is a chatbot?

8 reasons why businesses
need chatbots

How chatbots work
Anatomy of a chatbot

Anatomy of anintelligent
virtual agent

How do you know what bot
technology is right for you?

How to build a chatbot
A more modern approach

Best practices for
implementing a chatbot

The customer journey beyond
the contact center

The customer journey beyond the
contact center

Chatbots and virtual agents can automate tasks, Forinstance, chatbots and IVAs can be used to:

but tasks do not make up the customer journey.
Just like your home might consist of many smart
devices that function from a unified app, your
customer journey involves many different digital
touchpoints across the whole journey.

* Support loyalty programs

* Initiate proactive outreach to gather feedback on
products or service

* Wish a customer, “Happy Birthday”

* Generate leads

* Book appointments

e Change reservations

* Accelerate VIP programs

* Drive momentum in cross-sell or upsell activities

* Onboard customers

As chatbots take routine contacts out of the queues of
agents so humans can handle more complex interactions,

you can use chatbots to support and assist them internally.

When launching a chatbot, consider the customer journey

beyond just the walls of your contact center. Once you pilot
and leverage useful chatbots that capitalize on even stronger
ROI, determine how they will scale to support other areas of

your business.

To determine where a chatbot might make the most sense,
explore use cases with company stakeholders throughout
your business.

Function Questions to ask

Are we looking for ways to reduce
cost or reapply budget elsewhere?

Are we falling behind competitors
because we are failing to offer

a great experience? Do we have a
customer churn problem? Do we have
weaknesses in the customer journey?

Are there compliance standards
that leveraging bots or virtual
assistance will help us easily achieve?
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Orchestrate smarter self-service
experiences with ease

Like the uplifting assistance bots provide in “Star Trek”
and “The Jetsons,” chatbots aren’t taking over human jobs.
They're supporting humans to lead more convenient and
empowered lives. Chatbots can automate your business
processes and provide smarter support built with the
customers and agents in mind.

Orchestrate smarter self-service with ease:

e Use our virtual agent—or bring your own bot. Simplify
deployment of pre-built, third party conversational Al
voice and chatbots with complete control of contact
flow and customer experience.

* Meet customer expectations and deliver convenience
24 /7. Serve more customers at a lower cost by allowing
them to self-solve basic issues, like password resets,
bill payments, appointment bookings, and account
statements.

* Enhance CX with Al-powered self-service. Automate
routine customer requests traditionally handled
by agents—or use Al to enhance agent-assisted
interactions—on any channel.

Add Bot

General information Configuration Voice
WIRTUAL AGENT (BIOT) MAME *
ter Mame
SELECT BOT PECHILER *
Amazon AWS Lex CHone SmartAssist DialogFlow CX

Microsoft Azure Bot

CXone Virtual Agent Hub

i
Ay
i
bt

1B Watson Afgittant

Test + Adg

0

Google DialogFlow

Learn more
about how
chatbots and
Al can help
your business!
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About NICE

With NICE (Nasdag: NICE), it's never been easier for organizations of all sizes
around the globe to create extraordinary customer experiences while meeting
key business metrics. Featuring the world’'s #1 cloud native customer experience
olatform, CXone, NICE is a worldwide leader in Al-powered self-service and
agent-assisted CX software for the contact center—and beyond. Over 25,000
organizations in more than 150 countries, including over 85 of the Fortune 100
companies, partner with NICE to transform—and elevate—every customer
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