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Is Hosted VoIP Right for You?
6 Must-Ask Questions
We outline six questions you must ask when deciding whether to
move your telephony system to a hosted VoIP provider, including
questions about reliability, branch survivability, E911 capability
and whether you’re looking for additional collaboration services.
We also outline how to price a hosted VoIP option.
By Michael Finneran
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Hosted VoIP may appeal to companies that don’t want to invest scarce resources in
operating their own internal telephony system. However, given the primary role of voice
communications for business, companies have to ensure that a provider’s service will
meet day-to-day needs and provide excellent reliability.
Voice is a primary tool for enterprise communications both internally and with
customers and prospects, so a cloud service has to support both internal and external
calling functions. Also, even though the “call control” function might be in the cloud, the
end points and possibly other hardware will still be on premises, with voice packets
running over your existing data infrastructure — that means your network has to be up
to snuff. Finally, users expect voice services to be reliable, fast and consistent, and businesses must support capabilities such as E911 access.
This report lays out six questions that companies must ask and answer before they
migrate to a hosted VoIP provider. It also provides insight into how to calculate the cost
of a hosted service and whether potential customers will want to add collaboration
capabilities to the voice service.

EXECUTIVE
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The Future of Voice Is in the Cloud
More and more CIOs no longer see the benefits of “owning” a telephone system and
look to the cloud to get them out of the
phone business. A recent survey by Webtorials (underwritten by IP communications company Sonus Networks) found that 71% of
enterprise voice systems are on premises versus 29% using a full or partial cloud approach.
However, 57% of respondents see all or part
of their voice services moving to the cloud in
the future.
What early adopters are finding, however, is
that there’s a lot more involved in moving
voice to the cloud than there is with other applications. In a typical migration to a cloud
service, such as software-as-a-service, customers can off-load much of the ongoing operational burden of running an application, including maintaining hardware and software,
to the provider.
That’s partly the case with hosted voice over
IP. One of the major advantages of moving
voice to the cloud is that it relieves the cusreports.informationweek.com

tomer of the requirement to perform periodic
software upgrades; those upgrades may address performance or stability problems and
may incorporate new features as well. Those
upgrades are not only costly but also take
valuable IT time to complete. Part of the

hosted package is that the service provider
agrees to perform those upgrades in a timely
fashion.
However, while some services will be operated by the provider, there’s still a substantial
amount of premises equipment, including

Figure 1

Use of Hosted Telephony Services
Do you use hosted telephony services?

Yes, exclusively

13%
Yes; we use a blend of hosted services
and on-premises systems

No

57%

30%

Base: 176 respondents at organizations deploying or planning to deploy unified communications
Data: InformationWeek 2013 State of Unified Communications Survey of 260 business technology professionals, February 2013
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1%

Other

1%

In-house social media system

2%

Document repository (e.g., SharePoint)

4%
Fax

5%

Videoconferencing (desktop)

6%

Public social media (Facebook, Twitter, etc.)

9%

13%

15%

35%

86%

Contact center (inbound or outbound call center)

cloud in the future.

Instant messaging

services moving to the

Videoconferencing (room system)

all or part of their voice

What are the top methods by which your employees communicate with your customers, suppliers and partners?

16%

survey by Webtorials see

1. Can the Provider Meet Reliability
Requirements?
Business users have grown up with the
expectation of high reliability in their business
(and home) voice services, particularly for
wired phones. (We all know cellular service
can be a little shaky and may disappear
entirely when you need it most.) In the
InformationWeek 2013 Unified Communications Survey, voice was ranked as the second
most used communication method, just
behind email. Therefore, the first question you

Top Communication Methods

In-person visit to company’s site (e.g., retail store)

of respondents to a

Figure 2

In-person visit to customer’s site

57%

network gear and IP phones, that the customer must maintain.
Before your organization decides to move
all or part of your voice services to the cloud,
you must weigh the risks and the benefits of
this move, calculate the factors that will affect
your total cost of ownership and take adequate care in planning the transition from
premises to cloud service. We’ll look at six major questions you must ask and answer before making the move, and also review how
to price out a hosted VoIP offering.
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Voice (phone)

FAST FACT
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93%
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Note: Three responses allowed
Base: 176 respondents at organizations deploying or planning to deploy unified communications
Data: InformationWeek 2013 State of Unified Communications Survey of 260 business technology professionals, February 2013

should ask potential hosted VoIP providers is
how they intend to ensure service continuity.
Your list of expectations should include mirrored data centers, geographically dispersed

and housed in hardened facilities. This is
essential to ensure that failure of the primary
control point has no impact on in-progress
connections, the ability for users to make and
March 2013 6
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receive calls, or other system capabilities such
as voice mail and interactive voice response
systems.
Most providers offer mirrored data centers,
but don’t forget geographic diversity; regional
disasters such as Superstorm Sandy demonstrate just how essential it is to have significant
physical distance between facilities.

State of Unified
Communications
Many UC projects are stuck in
neutral: Only 38% have deployed,
up just two points from our 2011
survey, and 31% of these respondents have rolled UC out to less
than 10% of their user bases.
Here’s how to get out of the rut.

Download
reports.informationweek.com

2. How Will You Ensure Branch
Survivability?
When looking at hosted VoIP, another
consideration is local access. The local access
connection (also known as the local loop) is
the primary point of failure in virtually all networks. The local connection is your site’s link
to the world; regardless of how many redundant data centers the service provider has
provisioned, if that local connection goes,
you’re disconnected from all of them.
The first level of protection to consider is
mechanisms to increase the reliability of local
access. Most network managers will have
been through service outages and be familiar
with regular challenges like wet snow on

I s H o s t e d V o I P R i g h t f o r Yo u ? 6 M u s t - A s k Q u e s t i o n s

overhead wires, but what can you do about it?
Plenty — but it may cost you. The most obvious is to look for Sonet-based local access options from your local exchange carrier or possibly a competitive local exchange carrier, if
one is available. With Sonet, customer sites are
connected on rings to the serving central office. If one side of the ring is cut, the service
fails over to the other side in 50 milliseconds
or less.
Another backup option to consider is your
Internet service. Hosted VoIP services typically
depend on an MPLS-based connection to the
service provider, so that quality of service, or
QoS, can be ensured for the voice traffic. If that
MPLS path fails, you may be able to route your
voice traffic over a VPN connection through
your Internet access to the service provider.
You will want to have your Internet service
separate from your MPLS provider, ideally
over a separate physical access path. You
should test to see how the quality holds up
over that backup path. If you’re dealing with
a small remote office, you can also consider
cellular data service as a backup option.

Even if you have separate MPLS and Internet
carriers, there’s still a chance that all options
to connect to the service provider might get
severed, especially in a natural disaster. If you
want to have a plan in place to address this
risk, look to provision a gateway device at
each site with some number of separate analog or PRI connections directly to the local
telco central office. Those links will be able to
carry some portion of your outbound calling.
What about inbound calls? Look at the service provider’s ability to reroute incoming
calls to those backup facilities or possibly to
users’ cell phones or other network locations.
3. Are You Prepared for E911 Availability?
Before VoIP became widespread, each
business was directly wired to a specific central
office of a telephone company, and an entire
infrastructure was in place to service 911 calls
and ensure that 911 operators would have the
correct location information of the caller.
In a hosted VoIP environment, the call
control function for your telephone system
could be located several states away. It’s critiMarch 2013 7
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ture. Business owners are legally responsible
to ensure that 911 calls dialed from the business are routed to the correct public safety

Figure 3

Use of Unified Communications

Note: Mean average ratings
Base: 176 respondents at organizations deploying or planning to deploy unified communications
Data: InformationWeek 2013 State of Unified Communications Survey of 260 business technology professionals, February 2013
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2.6

CRM/ERP integration (Salesforce.com, Microsoft Dynamics, etc.)

Softphones

2.6

2.7
Voice over Wi-Fi capability

2.7

Social networking
(user profiles, skills search, communities, activity feeds, etc.)

2.8

Mobile UC clients on smartphones and tablets

Presence

2.9

3.0

Videoconferencing on desktop devices (laptop or workstation)

3.0

Videoconferencing room systems (including telepresence)

3.3

Collaborative workspaces (e.g., SharePoint, Quickr)

3.5
Instant messaging/chat

3.5

Unified messaging (voice mail and email integration)

3.6

Web meeting applications (includes desktop sharing/application sharing)

Directory (company-wide)

4.1

4.1
Audioconferencing

4.1
Telephony

1 No use

Universally used 5

To what degree are the following UC elements in use at your organization? Please use a scale of 1 to 5, where 1 is “no use,” 3 is “moderate use” and 5 is
“universally used.”

answering point or 911 center with the correct location information attached. There are
roughly 6,100 public safety answering points
in the United States today.
The requirements for location accuracy vary widely by state, so while
providing the building’s street address may be adequate in some areas, others may require the floor or
area where the 911 call is originating.
The most up-to-date information on
state E911 requirements is available
from NENA, the National Emergency
Number Association.
These critical details have to be
worked out with the ser vice
provider and will be more challenging if you are supporting sites in
different states. One option is to
simply maintain a few analog access
lines at each site and ensure that all
911 calls are routed over them. In
any case, E911 should be brought
R6520313/17
up early in conversations with
prospective providers.
2.6

cally important that emergency calls be
routed correctly and the location information
be accurate. This isn’t just a nice-to-have fea-

Professional services
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Figure 4

Top Network Concern
What is the most pressing concern you have regarding your network’s ability to provide the appropriate quality of
service to UC applications?
2012

Base: 176 respondents in February 2013 and 201 in September 2011 at organizations deploying or planning
to deploy unified communications
Data: InformationWeek State of Unified Communications Survey of business technology professionals

2%

No concerns

2%
4%
Other

2%
2%

Lack of carrier WAN SLAs

4%
3%

6%
4%

Lack of WLAN capacity for voice and video

12%
5%

Lack of LAN bandwidth

7%
5%

Incorrect configuration of QoS parameters

15%
14%

19%

25%

Low-level network errors and misconfigurations

2013

Network failover and reliability

Rate

computer today. Also, you’ll typically want to
put low-cost analog phones, rather than expensive IP phones, in public areas. The analog

19%

Something we could do
better? Let us know.

desktops, you might be installing numerous
runs to waiting rooms, wall phones and other
locations where you have a telephone but no

Lack of WAN bandwidth

Rate It!

4. Is Your LAN Ready for Voice?
Even though the call control or “telephony
server” function is moved to the cloud, a lot
of the telephony infrastructure is still going to
be on your premises. That would include all of
the IP station equipment (that is, telephones),
IP attendant consoles, branch survivability
and analog station gateways (that is, devices
to support analog phones, fax machines and
modems). All of those devices will be connected over your wired LAN infrastructure.
Typically one of the biggest costs in the conversion from a conventional TDM PBX to a
VoIP service are switch and router upgrades.
Four network requirements we typically look
for in IP voice are no shared media LANs (no
hubs); Power over Ethernet switches that are
run with an uninterrupted power source so
the phones continue to operate during a
commercial power failure; QoS capability on
the LAN to ensure high-quality voice service
regardless of the volume of data traffic on the
network; and a separate virtual LAN for voice.
Also, IP phones require Cat5 cable or better,
and while you will likely have that to all of your

I s H o s t e d V o I P R i g h t f o r Yo u ? 6 M u s t - A s k Q u e s t i o n s

25%
25%

Like This Report?

reports

Aging infrastructure (routers/switches)
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phones will be connected through gateways.
Even though you are going IP, you may be
amazed by how many analog devices you’ll
need to support; also be very careful to look
at the maximum range
The service provider will typically want between those analog
devices and the gateto certify your LAN infrastructure to
way, as you may need
confirm that it’s capable of supporting to distribute those
gateways throughout
high-quality voice, but there may be
the facility rather than
professional services fees involved, so
housing them all in the
be sure to ask about that up front.
data center.
The service provider
will typically want to certify your LAN infrastructure to confirm that it’s capable of supporting high-quality voice, but there may be
professional services fees involved, so be
sure to ask about that up front.
5. What Are Hybrid Options?
While you may want to move voice services
to the cloud, a premises system might be the
best choice for some locations. In the Webtorials survey we referenced above, of the 57%
reports.informationweek.com

I s H o s t e d V o I P R i g h t f o r Yo u ? 6 M u s t - A s k Q u e s t i o n s

of users who see the cloud in their future, 27%
saw a full cloud deployment, while 30% envisioned a hybrid deployment.
Typically we see that larger sites are more
often better (and more cost effectively)
served with an on-premises approach, while
smaller sites move to the cloud. (In this case,
we describe headquarters as a large office,
and local sales offices as small; everything in
between is up for grabs.)
A hybrid deployment should provide enterprise features such as four- or five-digit dialing
between stations, so number plan design may
be part of the project. Also, you have to determine if you want identical features and
station sets at all sites.
Many organizations cannot come up with
the budget to do the conversion in one fell
swoop, so a major part of your planning may
involve developing a phased deployment
plan where you need to integrate a mix of
cloud, new premises-based systems and
legacy premises systems for some period of
time (often years). The key will be to have a
vision of where you want to be at the end of

the process and ensure that you’re taking
steps that get you progressively closer to that
with the least amount of wasted resources.
6. Do You Want Voice or UC&C?
While many decisions are involved in adopting hosted VoIP, one of the largest is what
types of services you want. When we talk
about “hosted VoIP,” we’re essentially talking
about providing a “telephone system” that
happens to use IP rather than traditional TDM
technology.
However, the use of IP as the underlying
transport method allows for the deployment
of unified communications and collaboration.
UC&C integrates all the user’s real-time (voice
and video), near-real-time (text) and asynchronous (email, voice mail and fax) communications. It also provides a range of collaboration
capabilities (audio/video teleconferencing,
Web meetings, screen sharing and so on).
UC&C wraps all these services into a single interface that’s accessible from any of the user’s
devices, including desktops, laptops, tablets
and smartphones. While a UC&C system can alMarch 2013 10
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low a user to place voice calls from a client on
a PC and route them to a desk phone, UC&C
users can forgo the desk phone entirely and

use a softphone client on a PC and a headset.
In considering cloud-based providers, one
factor to look at are providers that allow the

Figure 5

Barriers to Unified Communications Adoption
What are the top barriers to full adoption of your deployed unified communications system?

Note: Three responses allowed
Base: 176 respondents in February 2013 and 201 in September 2011 at organizations deploying or planning to deploy unified communications
Data: InformationWeek State of Unified Communications Survey of business technology professionals
reports.informationweek.com

20%
13%

We have experienced no issues with our UC adoption or implementation

2%

Other

7%

6%
8%

Poor implementation by vendor/VAR that left system less
functional than expected

13%
14%

Poor quality of key applications, such as VoIP and videoconferencing

14%
16%

Network can't support quality-of-service requirements

23%
19%

Users have adopted consumer workarounds, such as Skype or AIM,
and are resisting the switch to officially supported UC systems

26%
23%

The technology we need to fully extend our UC system is too expensive

29%
21%

IT staff is unprepared to support and deploy UC

31%
26%

Business drivers are insufficient to justify investment in full suite
of UC applications, making implemented systems less functional

26%

32%

2012

Critical business applications are incompatible with new UC applications

End user base is not trained to use the technology

39%

42%

2013

R6520313/7

flexibility to provide UC&C only to those users
who require it and to provide basic IP voice
services to those who do not.
InformationWeek’s 2013 State of Unified
Communications Survey found that a little
more than a third of respondents had UC capabilities deployed, and only 35% of those
had deployed those capabilities to more than
50% of their users.
Understanding the Costs
As we know, money is one factor that influences any network decision, and the big question is how the cost of a hosted system will
compare with a premises-based option. At the
2012 Enterprise Connect conference, consultants Dave Stein of Stein Technology Consulting
Group, Marty Parker of UniComm Consulting,
and E. Brent Kelly of Constellation Research ran
a mock RFP session where they invited vendors
to bid on a 2,000-seat UC deployment with a
new IP PBX (Stein), one without a new PBX
(Parker) and a cloud-based system (Kelly).
The exercise used an exhaustive 60-pluspage RFP with requirements for telephony,
March 2013 11
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unified messaging, contact center, UC&C and
mobility. In an article on NoJitter they jointly
authored after the event, they compared the
total cost of ownership for each of the three
options over five years.
When they plotted the average cost of the 24
systems they reviewed, they found that while
a cloud-based system had an almost 25% cost
advantage over a premises system in year one,
they were essentially equal in year two, and by
year five the average premises-based system
was almost a third cheaper than the average
cloud offering. The overlay option was cheaper
than the other two across the board.
The authors went to great lengths to equalize differences in the proposals, including
making “reasonable estimates for staffing
costs given that there is a clear difference
between the human resource costs required
to operate and maintain on-premises solutions versus hosted offerings.”
Pricing Out Hosted VoIP Services
In reviewing hosted VoIP proposals, you will
encounter a number of major cost elements:

I s H o s t e d V o I P R i g h t f o r Yo u ? 6 M u s t - A s k Q u e s t i o n s

>> Seat licenses: Seat licenses are typically
a monthly cost per user and will vary in price
based on the term (two-year, three-year, etc.)
and the range of features included (basic telephony, enhanced telephony, UC&C and so
on). Typically there will be separate licenses
for voice mail, which can work to your advantage if only a small percentage of your lines
actually need voice mail.
>> Station equipment/softphone licenses: Most users will want a traditional
handset, the price of which ranges from
around $100 to several hundred dollars for
color touch screen models. If your users prefer
(or will settle for) a softphone client, you will
still need a seat license. There’s typically a license for the softphone client, though it’s
generally cheaper than a traditional handset.
You may also need one or more attendant
consoles.
>> Gateways/session border controllers
(SBCs)/survivable branch appliances: As
noted above, gateways are needed to support
analog devices, including low-cost analog
phones in waiting areas, SBCs to support SIP

trunking services (though they may be provided as part of the service within the cloud)
and survivable branch appliances (along with
analog lines or PRIs to the local central office)
to provide service in the event connectivity to
the service provider is lost.
>> Installation charges: Typically there
will be a one-time charge for installation,
though it’s usually far lower than the onetime costs involved in installing a premisesbased system.
The station equipment, gateways and installation charges are typically up-front costs,
though in many cases the service provider
will “finance” them, and they will be reflected
in a higher monthly cost per user.
Other Cost Elements
While those are the main elements in the
price, there are a few other things to watch
out for:
>> Mobility options: Virtually all of the
services offer some type of mobility option,
either the ability to simultaneously ring incoming calls to the user’s desk and mobile
March 2013 12
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phones, or a smartphone client that routes
all inbound and outbound mobile calls
through the VoIP system, which enables features such as showing the user’s desk number on outbound calls even though the call
is actually being placed from the user’s mobile phone. Just because these features are
being shown in the presentation, don’t assume they’re free. Some may be free, while
others may require servers or separate seat
licenses for the desk and mobile devices. In
short, be sure to ask.
>> Professional services: Service providers’ willingness to absorb professional ser vices fees in order land a sale vary widely. As
noted, providers will want to verify that the
LAN infrastructure is capable of supporting
high-quality voice, and there can be charges
for interfacing to paging amplifiers, door entry systems, nurse call systems and any number of other specialized components you may
have acquired over the years. The better the
handle you have on all of your “peculiar”
requirements, the stronger a negotiating
position you’ll be in with the vendor when it
reports.informationweek.com
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comes time to haggle the final price.
>> Automatic call distributor/enhanced
ACD: Even though a basic ACD capability may
be included with the premises-based version
of the IP PBX, that doesn’t mean it’s included
in the hosted version. Further, most systems
offer a “basic” ACD package and an “enhanced” version that may include things such
as skills-based routing, advanced reporting
capabilities and computer telephony integration (which will typically involve professional
services as well).
>> LAN upgrades and cable runs: If your
LAN has gone untouched for several years, be
prepared for a hefty bill to bring the infrastructure up to snuff. Many of the hosted services providers also sell switches and routers,
so you may benefit by packaging the VoIP
service and infrastructure upgrades. And
don’t forget the cost of additional cable runs
that may be required.
>> Removal and disposal of existing telephone equipment: Last but certainly not
“least,” what do you plan to do with your
existing telephone equipment? In many cases

there is a secondary market for used telephone equipment, but it may be considerably
less than the cost of packing up and hauling
off all those equipment cabinets that have
been decorating your telephone room all
these many years. In some cases the service
provider may be able to assist with disposal.
Decision Point
The telephone business is changing and
the cloud is a key part of that change. Migrating your telephony system to the cloud does
not guarantee savings, and any number of
factors can have a negative impact on cost
and reliability.
That said, many businesses have had
enough of being a telephone company and
are looking at outsourcing that responsibility
to a provider that can build, staff and maintain
a professionally run hosted VoIP system and
relieve companies of that ongoing headache.
However, securing a good deal will mean
knowing what you need, understanding the
peculiarities of your specific deployment and
avoiding the traps that lay along the way.
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