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,QWURGXFWLRQ��0DNLQJ�8&�$IIRUGDEOH

The Web has empowered organizations large and small to collaborate and conduct commerce globally. As a 

result, smaller businesses can compete with much larger organizations that might be located anywhere in the 

world.

A challenge for small and mid-sized businesses 

�60%V���WKRXJK��LV�¿QGLQJ�WKH�IXQGLQJ�WR�VFDOH�WKHLU�
communications systems to rival the rich functionality 

DQG�ÀH[LELOLW\�WKDW�ELJJHU�FRPSHWLWRUV�ZLWK�GHGLFDWHG�
IT staffs deliver to their employees and customers. 

Budget restraints can make procurement of new on-

SUHPLVHV�,3�WHOHSKRQ\�DQG�XQL¿HG�FRPPXQLFDWLRQV�
�8&��VROXWLRQV�WRR�H[SHQVLYH�IRU�PDQ\�60%V��
Upfront capital costs are often prohibitive, as is the 

requirement for on-site staff resources to manage the 

UC equipment and application services. 

The traditional way of implementing enhanced IP 

telephony features has been to install UC call server 

equipment (sometimes called an IP PBX) on site and 

purchase the software licenses and software update 

subscriptions needed to cover all the employees who 

will be using the system. Upfront capital investments 

coupled with ongoing maintenance and software 

license management are unaffordable for many 

smaller businesses, which are concerned primarily 

with their core business, not telecommunications.

This situation has driven interest in hosted UC 

services – services that allow smaller organizations 

WR�XVH�DQ�H[WHUQDO�VHUYLFH�SURYLGHU¶V�8&�LQIUDVWUXFWXUH�
DQG�VLPSO\�SD\�D�PRQWKO\�ÀDW�IHH�SHU�XVHU�RU�DQ�DJJUHJDWH�XVDJH�IHH��'HSHQGLQJ�RQ�WKH�YHQGRU�DQG�WKH�
breadth of the service, hosted UC services might be referred to as “hosted/virtual PBX,” “hosted UC,” 

“communications as a service” (CaaS), “UC as a service” (UCaaS), or “cloud UC services.” 

Whatever the moniker, the setup allows SMBs to enjoy the economies of scale of very large organizations. 

Resources are shared among thousands of customers, which lowers the incremental amount paid by each. 

Among the resource costs that can be shared: telephony/UC call server equipment, real estate, power, security, 

VRIWZDUH��LQFOXGLQJ�SDWFKLQJ�DQG�XSGDWLQJ���PDQDJHPHQW�DQG�VWDII�H[SHUWLVH��

:KHQ�XVLQJ�FORXG�8&�VHUYLFHV��60%V�RIÀRDG�WKH�XSIURQW�FDSLWDO�H[SHQGLWXUHV�DVVRFLDWHG�ZLWK�EX\LQJ�DQ�
IP PBX/call server and software licenses to the UC hosted service provider. They also avoid the cost of 

technology refreshes. Cloud solutions enable SMBs to get the features and capabilities they need over the 

Internet, rather than installing and maintaining their own UC infrastructure incurring greater real estate, energy 

DQG�VWDI¿QJ�FRVWV�

8QL¿HG�&RPPXQLFDWLRQV�'H¿QHG
8QL¿HG�FRPPXQLFDWLRQV��RU�8&��LV�D�EXQGOH�RI�LQWHJUDWHG�
IP telephony-centric features and capabilities. These 

include basic Internet phone calling; traditional 

enhanced phone features such as call conference, 

WUDQVIHU�DQG�IRUZDUG��DQG�D�PL[�RI�HQKDQFHG�
communications features and capabilities. 

Which enhanced communications features are available 

depends on the supplier, but they might include any or 

all of the following:

�� Instant messaging (IM), or chat

��Presence (user availability)

�� )D[�RYHU�,3�

��Web & Video conferencing 

�� ,QWHJUDWHG�LQER[�IRU�HPDLOV��YRLFHPDLOV��PLVVHG�FDOOV�
DQG�ID[HV

��([WHQVLRQ�RI�VRPH�RU�DOO�IHDWXUHV�WR�PRELOH�GHYLFHV

��$ELOLW\�WR�PDNH�DQG�UHFHLYH�RI¿FH�SKRQH�FDOOV�IURP�
anywhere in the world with Internet connectivity. 

Basic and enhanced UC features alike lie at 

WKH�IRXQGDWLRQ�RI�PRVW�EXVLQHVVHV¶�DELOLW\�WR�
intercommunicate and collaborate among employees 

DQG�WR�HI¿FLHQWO\�VHUYH�FXVWRPHUV�
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Smaller organizations like retailers, banks, healthcare clinics and school districts are focused on succeeding 

ZLWK�WKHLU�SULPDU\�EXVLQHVV�UDWKHU�WKDQ�WHOHFRPPXQLFDWLRQV��7HFKQLFDO�DQG�RSHUDWLRQDO�DVSHFWV�RI�WRGD\¶V�
DGYDQFHG�FRPPXQLFDWLRQV�V\VWHPV�FRPH�ZLWK�LQFUHDVHG�FRPSOH[LW\�DQG�FRVWV�WKDW�RIWHQ�H[FHHG�DQ�60%¶V�
H[SHUWLVH�DQG�EXGJHW���VHH�7DEOH����

7DEOH����:KDW�'R�<RX�%X\"
:KHQ�<RX�3URFXUH�<RXU�2ZQ�8&�6\VWHP :KHQ�<RX�8VH�D�+RVWHG�8&�&ORXG�6HUYLFH
��Handset for each employee

��Power-over-Ethernet switches

��WAN router for each site (if not already in place)

�� Internet service for each site (if not already in place)

��Gateways for PSTN connectivity

�� IP PBX/server

��Software Licensing fees

��0DLQWHQDQFH�IHHV��DYHUDJH�����RI�V\VWHP�FRVW� 
per year)

��Subscription fees for software updates 

��Management and monitoring tools

�� 9HQGRU�VSHFL¿F�WUDLQLQJ���������WR��������SHU�VWDII�
member)

��2QJRLQJ�RSHUDWLRQDO�FRVWV��LQWHUQDO�DQG�H[WHUQDO�
�SHUFHQWDJH�RI�ZRUNHU¶V�VDODU\�GHYRWHG�WR�8&�RSHUDWLRQV�

��Public telephone network long-distance services and 

local telephone (or SIP trunking) services

��Handset for each employee

��Power-over-Ethernet switches

��WAN router for each site (if not already in place)

�� Internet service for each site (if not already in place)

��Per-user one-time activation fee

6RXUFHV��1HPHUWHV�5HVHDUFK��-RDQLH�0��:H[OHU�	�$VVRFLDWHV

&RQVLGHULQJ�WKH�7UDGHRIIV

The on-premises solution has some advantages for larger organizations. It leaves security behind the 

EXVLQHVV¶V�RZQ�¿UHZDOO�DQG�GRHV�QRW�UHTXLUH�DQ�,QWHUQHW�FRQQHFWLRQ�IRU�WHOHSKRQ\�LI�DOO�XVHUV�DUH�ORFDO��%XW��
remote workers would still need some network access to the technology to access the public switched 

WHOHSKRQH�QHWZRUN��3671���$QG�ZKLOH�WKH�FORXG�VHUYLFH�VROXWLRQ�UHTXLUHV�PXFK�OHVV�VWDII�H[SHUWLVH�DQG�WLPH��
it does involve managing the vendor relationship with the provider. It also needs greater Internet bandwidth 

and relies on trusting the cloud provider with most security issues. The solutions are equal in the number of 

physical phones needed along with LAN and router requirements, as shown in Table 2.
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7DEOH����8&��2ZQLQJ�YV��+RVWLQJ�&RVW�&RPSOH[LW\�&RPSDULVRQ�IRU�60%V
&RQVLGHUDWLRQ 2Q�3UHPLVHV�6\VWHP 8&�&ORXG�6HUYLFH :LQQHU
Real Estate Costs SMB must provide rack space 

for UC call server and related 

equipment 

1R�UHDO�HVWDWH�UHTXLUHG�H[FHSW�
for on-premises network router

 Hosted UC service

Power/Cooling Costs SMB pays monthly energy bill Cost included in service fee 

H[FHSW�IRU�URXWHU
 Hosted UC service

Phone Costs (Capital) New IP phones and softphone 

licenses might be required

New IP phones and softphone 

licenses might be required

 Equal

PSTN Connection and 

Administration Costs

Procured and managed by SMB 

staff

Procured and managed by UC 

provider

Hosted UC service

Network Connections Internet connections for remote 

teleworkers necessary when 

IP phones or softphones are 

deployed. PSTN lines (or SIP 

trunks) still required to receive 

dial tone

Internet connections for remote 

teleworkers necessary when 

IP phones or softphones are 

deployed. PSTN dial tone 

procurement bundled into the 

service

Hosted UC service (slight) 

'LVDVWHU�5HFRYHU\ At least two sites with UC 

equipment, power and cooling 

required

Built into the service. Required 

WAN connection to cloud 

creates single-point-of-failure/

possible reliability issue

Hosted UC service (slight)

6WDI¿QJ Requires IT staff familiar with 

8&�YHQGRU¶V�HTXLSPHQW�WR�
SURFXUH��GHSOR\��FRQ¿JXUH�DQG�
manage. Requires telecom 

H[SHUW�V��WR�QHJRWLDWH�3671�
contracts, manage carrier, 

handle  

monthly billing

Requires part-time liaison 

to manage hosted provider 

relationship

Hosted UC service

Technology Refresh Installed by customer and, 

depending on how often 

technology is updated, requires 

WLPH��HIIRUW��DQG�H[SHQVH�ZLWK�
each upgrade

Happens automatically, behind 

WKH�VFHQHV��XVXDOO\�DW�QR�H[WUD�
cost

Hosted UC service

6RXUFHV��'HOSKL��,QF���-RDQLH�0��:H[OHU�	�$VVRFLDWHV

Smaller organizations focus budget dollars on resources and work processes that relate directly to their core businesses and less on 

RQ�VLWH�WHOHFRP�VWDI¿QJ�DQG�VROXWLRQV�

Premises-based call server equipment often comes with features that users might not need but increase the 

price. SMBs often overprovision software licenses and maintenance subscriptions to prepare for potential 

growth, thus paying for more resources than are necessary. By contrast, cloud-based services usually can be 

subscribed to on a feature-by-feature basis, thereby avoiding a larger license fee for unused features and giving 

SMBs greater control over which features they offer to which users. Since SMBs usually subscribe to hosted 

services on a per-user basis, they pay as they go, rather than purchasing unused capacity upfront.

)OH[LELOLW\�LV�DQRWKHU�FRQVLGHUDWLRQ��0RYHV��DGGV�DQG�FKDQJHV�FDQ�EH�DFFRPSOLVKHG�LQ�D�PDWWHU�RI�PLQXWHV��
versus days required to free up IT staff (if available on site) or to call in the UC vendor to help assist.

6DPSOH�3ULFLQJ�&RPSDULVRQ

&RPSDULQJ�SULFLQJ�FDQ�EH�GLI¿FXOW��EHFDXVH�YHQGRUV�SULFH�WKHLU�8&�IHDWXUHV�GLIIHUHQWO\��VRPH�DUH�LQFOXGHG�LQ�
EXQGOHV�ZKLOH�RWKHUV�DUH�VROG�D�OD�FDUWH���%HORZ�LV�D�WRWDO�FRVW�RI�RZQHUVKLS�FRPSDULVRQ�EHWZHHQ�6KRUH7HO¶V�ORZ�
SULFHG�60%�8&�RQ�SUHPLVH�RIIHULQJ�DQG��[�¶V�KRVWHG�8&�VROXWLRQ�
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8VH�&DVH�$VVXPSWLRQV��7KH�VDPSOH�FRPSDULVRQ�DVVXPHV����XVHUV�GLVWULEXWHG�DFURVV�WKUHH�VLWHV��ZLWK�
���XVHUV�ORFDWHG�DW�WZR�VLWHV�DQG���XVHUV�DW�RQH�VLWH��)HDWXUHV�LQFOXGH�XQOLPLWHG�FDOOLQJ��DOO�WUDGLWLRQDO�EDVLF�
DQG�HQKDQFHG�3%;�WHOHSKRQ\�IHDWXUHV��FDOO�ZDLWLQJ��FDOO�WUDQVIHU��WKUHH�ZD\�FDOO�FRQIHUHQFLQJ��FDOOHU�,'��DXWR�
DWWHQGDQW��HWF����,QWHUQHW�ID[LQJ�IRU����XVHUV��RQOLQH�FRQIHUHQFLQJ�IRU����XVHUV��FDOO�UHFRUGLQJ�DQG�SUHVHQFH� 
(user availability).

Table 3. Hosted Service Versus On-Premises Equipment: A Sample Comparison

Upfront Costs

�[���KRVWHG�8&�VHUYLFH� ,3�3%;��RQ�SUHPLVHV�

Capital equipment, phones, activation fees, 

software/mobility licenses

$7,824* $36,086**

Training and installation 0 �������
727$/�8SIURQW�&RVWV $7,824 $58,255

Monthly Fees

Carrier fees (including trunk charges and local/

long-distance usage charges) 

������  

�SHU�IRUPDO��[��TXRWH�
$2,475��HVWLPDWLQJ�DSSUR[LPDWHO\�����SHU�XVHU�
[����XVHUV�

Maintenance � �����>����RI�V\VWHP�FRVW�SHU�\HDU����������GLYLGHG�
E\����PRQWKV@

([WHUQDO�,3�ID[LQJ�����XVHUV� ���LQFOXGHG� ������H)D[��OLVW�SULFH�
([WHUQDO�:HE�FRQIHUHQFLQJ�����XVHUV� ���LQFOXGHG� ������&LWUL[�*R7R0HHWLQJ��OLVW�SULFH�ZLWK� 

yearly discount)

Mobile device support ���LQFOXGHG� Included in upfront license costs

727$/�3HU�0RQWK�5HFXUULQJ�)HHV ������ ������

Yearly Totals

7RWDO�<HDU�� $30,024�>��������������[����@ ���������>����������������[����@
Total Year 2 (maintenance and service fees only) ������� �������
Total Year 3 (maintenance and service fees only) ������� �������
7RWDO�<HDU�� ������� ����������7HFKQRORJ\�5HIUHVK�([SHQVHV�

(Unknown)

&RVW�6DYLQJV�ZLWK�+RVWHG�8&�6HUYLFH��<HDUV������
��������±�<HDU���6DYLQJV�>���������±��������@ 
�����������±�<HDU���6DYLQJV�>��������±��������@ 
�����������±�<HDU���6DYLQJV�>��������±��������@ 
�����������±�<HDU���6DYLQJV�>��������±��������@

���������727$/�&267�6$9,1*6�RYHU���\HDUV��QRW�FRXQWLQJ�WHFK�UHIUHVK���
6RXUFH���[��&RPSHWLWLYH�$QDO\VLV

� ,QFOXGHV����3RO\FRP�6RXQG3RLQW�,3�����SKRQHV�DQG�D�RQH�WLPH�DFWLYDWLRQ�IRU�HDFK�RI����XVHUV��'RHV�QRW�LQFOXGH� 
� VKLSSLQJ�KDQGOLQJ�WD[�

� 8VHV�GLVFRXQWHG�6KRUH7HO�HTXLSPHQW�SULFLQJ�IRU�,3�3%;�VDPSOH�FRVWV��EHFDXVH�6KRUH7HO�LV�NQRZQ�DV�D�FRPSHWLWLYHO\�SULFHG� 
� VROXWLRQV�YHQGRU��6KRUH7HO�VLWH�FRQ¿JXUDWLRQV�DVVXPHG�DUH�DV�IROORZV���

� ��6LWH���ZLWK����XVHUV��2QH�6KRUH7HO�9RLFH�6ZLWFK�7�.�DQG�RQH�6KRUH7HO�6*���� 
� ��6LWH���ZLWK����XVHUV��7ZR�6KRUH7HO�6*����V�DQG�RQH�6*��� 

� ��6LWH���ZLWK���XVHUV��2QH�6KRUH7HO�6*�����VXSSRUW�IRU���DQDORJ�WUXQNV�DQG�DGGLWLRQDO����SKRQHV� 
� ��2QH�6KRUH7HO�'LVWULEXWHG�9RLFH�6HUYHU�ORFDWHG�DW�RQH�VLWH�IRU�EDFNXS�WHOHSKRQ\�IHDWXUHV�DQG�DSSOLFDWLRQV 

� �����6KRUH7HO�,3�3KRQH����V� 
� ��'RHV�QRW�LQFOXGH�VKLSSLQJ�KDQGOLQJ�WD[ 

 - Assumes typical ShoreTel discounting on based on deal size.

� 7��)7��35,�6,3�WUXQNLQJ�SULFHV�DQG�FDOOLQJ�SODQ�SULFHV�ZLOO�GLIIHU�EDVHG�RQ�ORFDWLRQ�DQG�YROXPH��$�SULFH�RI�����SHU�XVHU�LV�XVHG�LQ�WKLV 

� VDPSOH�WR�DFFRXQW�IRU�DOO�WUXQNLQJ�DQG�ORFDO�DQG�ORQJ�GLVWDQFH�XVDJH�FKDUJHV�DW�DOO�WKUHH�VLWHV��)RU�H[DPSOH��OHW¶V�DVVXPH�D�7��WUXQN 

� DW�HDFK�VLWH��7�V�YDU\�ZLGHO\�LQ�SULFH�IURP�DERXW������WR���������GHSHQGLQJ�RQ�ORFDWLRQ�DQG�FRQWUDFW��7KH�DYHUDJH�RI�WKH�WZR�LV������ 
� ,I�HDFK�RI�WKUHH�VLWHV�KDG�D������7��WUXQN��WRWDO�WUXQN�FKDUJHV�ZRXOG�EH���������7KRVH�FKDUJHV�GLYLGHG�E\����XVHUV�LV�DERXW�����SHU 
� XVHU��/RFDO�ORQJ�GLVWDQFH�FKDUJHV�RI����SHU�PRQWK�SHU�XVHU�RQ�WRS�RI�WKH�WUXQN�FKDUJHV�DUH�XVHG�DV�D�FRQVHUYDWLYH�HVWLPDWH�RI� 
 usage fees.
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+RVWHG�8&�3URYLGHU�&RQVLGHUDWLRQV

7KH�EXVLQHVV�FDVH�RXWOLQHG�PDNHV�D�FRPSHOOLQJ�DUJXPHQW�IRU�FRQVLGHULQJ�D�KRVWHG�8&�VHUYLFH��,W¶V�LPSRUWDQW�
to compare similar packages when evaluating different hosted UC providers. 

)HDWXUH�6HWV

'LIIHUHQW�8&�SURYLGHUV�KDYH�GLIIHUHQW�EXVLQHVV�PRGHOV�DQG�GLIIHUHQW�IHDWXUH�VHWV��60%V�PLJKW�KDYH�WR�SD\�H[WUD�
for features from one provider that are included for free with another provider. If special services, such as IP 

ID[LQJ�DQG�:HE�FRQIHUHQFLQJ��DUHQ¶W�RIIHUHG�IURP�D�8&�SURYLGHU��60%V�ZLOO�KDYH�WR�SXUFKDVH�WKHVH�VHUYLFHV�
from a third party.  In this case these services may not be as well integrated as if they were all purchased from 

the same vendor.

2Q�WKH�RWKHU�KDQG��60%V�PLJKW�QRW�QHHG�WKH�H[WUD�IHDWXUHV�WKDW�FRPH�EXQGOHG�IRU�D�SUHPLXP�LQ�D�YHQGRU¶V�
base service. As shown in the Hosted service vs. On Premise equipment comparison, make sure to account for 

all cost components for the desired solution when conducting an evaluation.

(QG�WR�(QG�&RQWURO

Another consideration is how the service is built – whether the provider relies on one or more partners like 

Broadsoft or Amazon.com to develop and deliver their UC services. When multiple providers are involved, 

application integration and support coordination can become problematic. 

�[��GHYHORSV�DQG�PDQDJHV�LWV�RZQ�VRIWZDUH�DQG�QHWZRUN�LQIUDVWUXFWXUH�DQG�GRHVQ¶W�UHO\�RQ�DQ\�RWKHU� 
providers to deliver services. �7KH�FRPSDQ\�KDV�FRPSOHWH�FRQWURO�RYHU�FXVWRPHUV¶�VHUYLFH�H[SHULHQFH�DQG�
V\VWHP�XSWLPH��,I�D�SUREOHP�VKRXOG�DULVH��WKHUH�LV�D�VLQJOH�SRLQW�RI�FRQWDFW�ZLWK�QR�¿QJHU�SRLQWLQJ�EHWZHHQ�
multiple providers.

0RELOH�6XSSRUW

Not all providers offer support for mobile devices. If accessing UC services on Apple iOS and Google Android 

SODWIRUPV�LV�LPSRUWDQW��60%V�VKRXOG�PDNH�VXUH�WKHVH�SODWIRUPV�DUH�VXSSRUWHG�DQG�WKH�FRVW���[��LQFOXGHV�
PRELOH�GHYLFH�VXSSRUW�LQ�LWV�EDVLF�8&�RIIHULQJ�DW�QR�H[WUD�FKDUJH�

6XPPDU\

2UJDQL]DWLRQV�WRGD\�DUH�ORRNLQJ�WR�VWUHDPOLQH�H[SHQVHV�DQG�UHGXFH�FRPSOH[LW\�ZKHUHYHU�SRVVLEOH��60%V�
have limited budgets for dedicated telecommunications and IT staff and need to focus their resources on their 

SULPDU\�EXVLQHVV��7KH�FRVW�DQG�FRPSOH[LW\�FRPSDULVRQV�SUHVHQWHG�LQ�WKLV�SDSHU�LQGLFDWH�WKDW�60%V�ORRNLQJ�
to minimize telecommunications spending should consider a hosted UC service. This would enable SMBs to 

RIÀRDG�VLJQL¿FDQW�XSIURQW�FDSLWDO�H[SHQGLWXUHV��DQG�OHW�WKH�VHUYLFH�SURYLGHU�ZRUU\�DERXW�WHFKQRORJ\�XSGDWHV��

&RPSOH[LW\�FDUULHV�D�FRVW�WKDW�LV�GLI¿FXOW�WR�PHDVXUH�EXW�JHQHUDOO\�WUDQVODWHV�LQWR�WLPH��&DOFXODWLQJ�PDQ�KRXUV�
saved by not having to procure, install, maintain, troubleshoot, and refresh equipment is one way to quantify the 

EHQH¿WV�DVVRFLDWHG�ZLWK�VHOHFWLQJ�D�KRVWHG�UDWKHU�WKDQ�D�VHOI�PDQDJHG�VROXWLRQ�

When comparing UC hosting providers to premises-based vendors, SMBs should account for all the variables, 

including the features and capabilities needed. This will increase the accuracy of total cost of ownership 

comparisons.

��� �[��KDV�VSHQW�PRUH�WKDQ����\HDUV�GHYHORSLQJ�LWV�8&�WHFKQRORJ\�SODWIRUP�DQG�KROGV����SDWHQWV�


