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Klarna's Al Customer Service Reversal

What went wrong, and what you need to decide before it happens to you.
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Background

What Klarna deployed, what they announced, and what happened next.



01 — BACKGROUND

The announcement and the reversal.

March 2024: Klarna announced its Al assistant handled 2.3M conversations — two-thirds of all volume — in its first month.

Claimed equivalent of 700 full-time agents, CSAT scores "equivalent to humans," projected $40M annual profit improvement.

Workforce had been cut by ~22% in months prior, attributed at least in part to the Al rollout.

Late 2024: CEO acknowledged customer experience had degraded. Re-hiring of human agents announced.

Technical failure mode: the model handled high-volume, simple queries well. It handled high-stakes, emotionally charged, and ambiguous queries poorly.

NPS is a lagging metric. The degradation was visible before the numbers confirmed it.



Decision Required

The question every enterprise with a service automation initiative must answer.



02 — DECISION REQUIRED

Where does Al handling degrade your customer outcomes?

I At what point in the service interaction — by query type, complexity, customer tier, or emotional signal — does Al handling degrade customer outcomes?
I Does your measurement infrastructure detect that degradation before it becomes a reputational and retention problem?

If you are reporting resolution rate as the primary success metric for a service automation deployment, you are measuring the wrong thing. The question
is whether you know it.



03 — OPTIONS

Three paths.

Option A Option B Option C

Full automation — maintain current posture Pause expansion pending instrumentation
Defensible only with real-time NPS at the Al/human Tiered routing by query complexity If you cannot measure degradation, you are not man-
handoff seam and a defined exit threshold. Al on tier-1 (status, returns, FAQ). Humans on aging risk. You are deferring it.

tier-2 (disputes, retention, escalations). Instrument
the seam.



04 — RECOMMENDATION

Implement tiered routing. Instrument the seam. Measure weekly.

Define tier-1 and tier-2 query categories explicitly — by complexity and stakes, not volume.
Deploy Al on tier-1. Keep humans on tier-2. Build escalation paths that are fast and visible.
Instrument the Al-to-human handoff with NPS tracking that updates weekly, not quarterly.

Do not publish agent-equivalence metrics publicly. Internal cost metrics are for the CFO. Public claims create narrative commitments that make reversal twice as
expensive.

Sequence the deployment before any headcount reduction decision. Klarna announced both simultaneously. That made the correction a news event.



05 — RISKS

Four material risks.

1.
NPS degradation is slow and lagging

Signal arrives 60—90 days after degradation begins. Damage to retention is already
priced in by the time the metric confirms it.

3.
Re-hiring timeline is 6-12 months

Once the workforce is dissolved, the gap period between reversal decision and
operational recovery is long and expensive.

2.

Regulatory exposure is growing

EU Al Act classifies automated consumer service decision-making as high-risk in
financial services. Enforcement ramps through 2025-2026.

4.
Brand exposure from public commitment

Klarna's "700 agents" claim defined success. The reversal had to be explained
against that definition. Public Al productivity metrics are a reputational liability.



06 — QUESTIONS YOUR TEAM SHOULD BE ANSWERING
If your team cannot answer these, that is your first deliverable.
What is the primary success metric for this deployment — and do we have a defined threshold that triggers a review?
If NPS in Al-handled interactions dropped 5 points this quarter, would we know? What is our measurement cadence?
Which query categories are we automating — and did we define them by volume and cost, or by complexity and risk?
What is our re-hiring playbook if we need to reverse? Who authorizes it and how long does it take?
Have we communicated any agent-equivalence figures publicly? Who owns the narrative if we correct course?

Who is accountable for the outcome? Does that person have the authority to stop the rollout?
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