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By Doug Allen

Hanging Up on Hosted VolP

Some Dissafisfied Customers Return to CPE

“People are making decisions
based on marketing promises,
and they are often then
disappointed when the reality
doesn't match up.”

SynerTel’s Ben Stiegler

TO HEAR MOST TELECOM observers tell it, hosted VoIP is set to dominate
the business telephony space, while premises-based systems tend to pale
in comparison — maybe not for the large enterprise, but certainly for
small and medium businesses. But the real story is more complicated
than that. Premises-based VolIP is alive and well and even increasingly
stealing back some dissatisfied hosted VoIP customers, who’ve resorted to
“rip and replace” tactics to regain control of their voice services. The
numbers may be relatively small, but it’s clear that the hosted VoIP
channel needs a fallback plan when the service doesn’t perform as
advertised, and that’s a good, old-fashioned on-site PBX.

It’s hard to size this phenomenon. A number of vendors, analysts and
solution providers agree they’ve heard “Back to CPE for me!” stories, but
have no hard numbers. Still, such incidents are on the rise, according to
Randy Kremlacek, president of TeleDynamic Communications Inc., a VoIP
and unified communications provider, who said the number of customers
making the switch is steadily increasing, “which is an odd byproduct of
hosted companies getting ever-greater market share.”

Ben Stiegler, CEO and founder of SynerTel, a managed service
provider, said he encounters a few such cases each year, but that those
who return to CPE VoIP are always happy with the results.

Stiegler’s from-the-trenches observations on these forced migrations
are worth quoting at length: “We had one case about two years ago
where we had bid a small Toshiba on-premises system, and the client
chose a hosted provider. About a week after they moved in, I received
several abandoned calls from their Caller ID, but no voice. A few minutes
later, the operations manager called from his cell to phone to ask ‘How fast
can you install that system you proposed to us?’ I had to tell him that
we could do it in a day or two, but that migrating their published
number back from the hosted provider would take some time and effort.
Fortunately, we were able to install alternate landlines in a hunt group
quickly and forward from the hosted provider to the landline hunt
group in a few days. But they basically bought a hosted system
and had to throw it away.”

What were the total losses for the small business of five or six users?
Stiegler estimated around $1,500 in hard costs. The damage to the overall
business is harder to nail down, since “business operations
were compromised for weeks,” according to Stiegler.

Still, even at this level of risk, as Kremlacek pointed out, roughly
a third of disgruntled hosted VoIP customers are willing to switch
providers and give the model a second (or third) chance.

There’s a variety of reasons for that, not the least of which is the
economic constraints on IT staff, particularly for SMBs, driving a growing
acceptance of hosted services. “From what I'm hearing from customers,
they are growing increasingly comfortable with the concept of hosted,
plus the marketing barrage from all the hosted providers is very effective
as the hosted providers pretty much own Web-based marketing, versus
the individual dealers who don’t have the budget or marketing expertise
to market at such a high level,” said Kremlacek. “...Without Internet
marketing, hosted would never have gotten off the ground.”



Putting it in perspective, though, hosted VoIP remains a tiny segment
of the overall business voice market. Long the province of CPE systems,
voice didn’t start to shift to a hosted model on a significant scale until
about 10 years ago. And that market is still a small percentage of the pie.

“I am estimating a user base of about 1.4 million today, which has
probably grown through a lot of churn — customers shifting back and
forth between premises-based and hosted services and from one hosted
service provider to another,” said Elka Popova, industry manager, North
American Information & Communication Technologies Practice at Frost
& Sullivan. “Given the small base of hosted IP telephony, the movement
of tens of thousands of users out of a total telephony user base of about
100 million in North America is not very significant other than to indicate
the overall limited appeal of hosted IP telephony so far. In other words,

I would describe the trend more as a lack of traction or limited uptake
rather than [an] exodus.”

Fair enough. Perhaps it’s only natural that as hosted VoIP grows, the
number of failed implementations grows too. To be sure, the main concerns
for hosted VoIP remain a lack of consistent QoS and user control of the
PBX and not price points or even limited feature set, an oft-cited drawback.
However, cost/performance is still an issue for customers. David Brown,
director of sales at Chesapeake Telephone Systems, a hosted and CPE-based
VoIP provider, said customers return to CPE systems when hosted VoIP fails
to deliver the expected cost savings or those returns aren’t worth the loss in
call quality, especially for customer-facing, mission-critical applications like
call center service. “One customer commented that this was going back to
Ma Bell days giving one company total control of [their] entire
communications,” he said.

And the list doesn’t stop there. Aside from poor performance over the
unmanaged Internet portion of a VoIP call, there’s also lack of control over
uptime, potential power outages and the previously mentioned issue of
“keeping” the customer’s phone numbers when changing providers.

Central site outages also can be devastating. SynerTel’s Steigler has
collected numerous letters from providers apologizing for multi-hour
service outages and issuing credits.

Tier 1 carriers have a mixed track record too; witness MCI’s discontinued
VoIP service. “If a carrier running its own network can’t get softswitches
and routers and the customer network to play nicely together, when
they own 90-95 percent of the components involved and have top-grade
management and monitoring tools, the smaller providers with a softswitch in
a colo somewhere who rely 100 percent on transport by others are going to
have an even harder time of it,” said Stiegler. “There is not one problem —
that’s the point. Complex systems behave in all sorts of non-linear ways, no
matter how much modeling you do, and the only way to find out the modes
of failure is to fall into them — either in a controlled test environment or in
production — on the public’s dime.”

The QoS Quagmire. QoS is as much a problem on the customer access
side as it is over the public Internet. “Unfortunately, many providers do a
wholly inadequate job in assessing their customer’s networks, insisting
on a quality converged network, but not on the LAN and router/carrier
level,” said Kremlacek. “It appears that the most common approach by
hosted providers dealing with QoS is, ‘Let’s plug it all in and see how it
works.” Although some of them do a bit of pretesting, the tests are

“It appears that the most common
approach by hosted providers
dealing with QoS is, ‘Let’s plug it
all in and see how it works.””
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“One customer commented
that [hosted VolP] was going
back to Ma Bell days, giving one
company total control of [their]
entire communications.”

Chesapeake Telephone Systems’
David Brown

lightweight in nature and measured as a ‘snapshot’ versus doing

an industrial-strength VoIP readiness assessment. The hosted provider
has no eyes and ears in the field to do a complete analysis of the
customer’s network, so they take the customer’s word, and in a small
environment the typical IT admin person is ill-equipped to provide

a proper assessment.”

Such vetting isn’t always doable, says Stiegler. “If you are a small
CPA firm, you don’t even know what QoS is, much less how to test
it. And it’s not easy to test QoS on a system that isn’t implemented
into your office yet. People are making decisions based on marketing
promises, and they are often then disappointed when the reality
doesn’t match up.”

Customers may also overestimate the cost savings of hosted VoIP.
According to Frost & Sullivan’s Popova, the ROI on premises-based systems
is frequently more compelling for businesses with 50 or more users. And
customers may prefer a more established relationship with their VAR
than a new provider. “Theoretically, hosted services offer flexibility and
convenience to businesses with no in-house IT staff, but in reality such
businesses may find themselves quite vulnerable unless the service
provider offers support all the way to the desktop. VARs and other local
channels, on the other hand, typically are happy to hand-hold their
customers as they are generally nimble and focused on customer
satisfaction and have the relevant expertise.”

So how should agents and VARs ensure optimal QoS for their
customers? First, look for providers who control the access link
and extend their solution to the full range of CPE — phones, wiring,
gateways, routers and switches.

Network design is essential. Dig into the provider’s best practices
methodology. According to Louis Haymer, vice president of sales and
senior partner at hosted provider Alteva, “Questions need to be asked
such as how are you physically and logically separating your voice and
data traffic on the LAN? How are you separating and traffic shaping
VoIP as it leads to your premise? How is your bandwidth architected?
It’s not necessarily a matter of hosted vs. on-premises; VoIP is VoIP
and best practices need to be observed in both situations.” These
include separating voice on the customer LAN either physically or
virtually (either by using different ports on the LAN switch or by
plugging a user’s PC into their phone and running VLANSs), adding
QoS and traffic shaping to segment the data stream and minimizing
latency by ensuring the access link is only one hop from the nearest
Internet backbone PoP.

Sometimes, trying to upgrade a legacy network to handle hosted
VoIP just isn’t worth it when you can rip and replace the existing gear
and add a midmarket Ethernet switch and SIP-enabled router/firewall.
Installing new gear familiar to the VAR also leads to greater confidence
in overall performance, according to Kremlacek.

The Keys to Success. For an agent or VAR, the most important
thing to do when selling hosted VoIP is to pick the right provider for
their customer, with a firm set of network requirements; otherwise, the
customer is likely to turn to their reseller when problems arise for that
proverbial “one throat to choke.”

As an example, Kremlacek pointed to Convergence Communications
Inc., which insists on using proven network elements that work
well for VoIP. Stiegler offered a nod to providers that use permanent
virtual circuits (as opposed to dynamically allocated) to carry
the VoIP traffic.



like echo, jitter and clipping. Brown recommended offering the customer
a 90-day satisfaction guaranteed trial, so the customer can decide for
themselves which way to go.

Stiegler also pointed out a number of helpful tips when trying
out hosted services, and they all boil down to one thing — extreme
caution. For instance, customers can avoid all kinds of implementation
problems if they make the move slowly, with a suitable backup plan
in case things don’t work as planned. “First, don’t port your old
numbers to the VoIP provider at first, forward them so you can flip
them back to your legacy system in a heartbeat. Likewise, don’t
disconnect circuits or remove legacy equipment until you are sure
a good month has passed without problems. Two, establish a test
plan before the cutover, then follow it. If you have 25 people in the
organization, they should all attempt to be on the phone with
outsiders at once, for example. Test conference calling, the admin
portal, the auto attendant — everything.”

And a last word about service level agreements. Beware those
providers who point to strong performance guarantees and SLA metrics
on their networks and infrastructures, which are usually the parts they
emphasize, since they can offer the greatest degree of control over these
elements. “Unfortunately, the weakest link is typically the third-party
carrier, the local loop and the extensions into the closet and the customers
own routers/switches and infrastructure,” said Todd Cook, a Shoretel
customer and partner at Applied System Management. “Obviously the
SLAs here range from OK to nonexistent. And unfortunately for the client,
when and if they do have a failure on the hosted platforms, some hosted
providers can potentially reroute incoming calls to another number or
at least to voice mail. But the bottom line is that your primary voice
(and data if it’s a an integrated network) is down until the issue
is resolved.” -

Doug Allen is a freelance journalist and analyst with 12 years of experience
covering telecommunications.

“l would describe the trend more

as a lack of traction [for hosted VolP]
or limited update rather than

[an] exodus.”

Frost & Sullivan's Elka Popova
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