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ABOUT  THE  SPONSOR

Azzurri Communications
Azzurri provides telecoms expense management (TEM)
and converged communication solutions that are no
longer tied to technology and supplier. With increased
agility you gain a competitive edge, and with dramatic
savings and management information you have total
control of your voice, data and mobile infrastructure.

what do we deliver?

Whether your requirements are as straightforward as
ICT design, installation and support, or as complex 
as a fully converged global network, we can plan,
implement and deliver the solution for you through our
network management and support teams.

Our relationship begins with an audit of your voice, 
data and mobile infrastructure, to identify how much
you are spending and where. We can then provide and
manage whatever you need. This includes Azzurri One,
our unique managed service that combines data, voice
and mobile infrastructure into one contract with one bill.
We’re so confident in Azzurri One that we guarantee
savings and fix costs up front.

We are trusted by organisations such as Abbey,
Alliance Boots, Hanson, HSBC, Visa, Reed and Tesco.

about Azzurri Communications

Founded in 2000 by Martin St Quinton and
headquartered in Newbury, today Azzurri is backed by
PPM Capital and has offices across the UK, Sydney
and Los Angeles and employs over 1,000 people. 



3

CONTENTS

contents
foreword 4

introduction 5

overview 6

voice, data and mobile 14

tools for the job  23

futures 34

resources 38

4

3

2

1



4

The early years of the ‘noughties’ have been notable for
a more professional approach to keeping a close eye
on procurement, especially in industries that have had
to ratchet down growth expectations. The profligacy
associated with some areas of spend – especially
information technology – has been replaced with a
much more hard-headed assessment of return on
investment and delivery of properly thought out
business propositions.

However, as this Pocket Book demonstrates, many
organisations may have a good distance to travel in
realising the full scale of potential value. The figures for
overspend on telecoms – which is the subject of this
pocket book – are truly breathtaking. As many as a third
of business telephone lines are simply not needed, a
quarter of a million data lines are billed to ‘dead’
locations, and the huge growth in mobile devices is
posing all manner of issues.

Those issues include personal use of phones, the need
to not reclaim VAT on personal calls and bewildering
contract complexity. And this is an area of technology
that will not stand still for the foreseeable future.

The auditing approach detailed in this Pocket Book for
assessing telecoms spend could well be a model that
triggers a wider look at overall procurement. But it
certainly seems to be the case that the ubiquity of
devices such as mobile phones, and the potential also
for smarter ways of working, confirms telecoms as an
excellent place to start. 

Miles Templeman, Director General
Institute of Directors

FOREWORD
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The NHS, if it had the resources, would love to be 
able to keep the population fit and healthy instead of
patching everyone up when they fell ill. After all, it’s good
to be made well, but better if you can always be that way.
In business, gaining an independent head to toe
diagnosis of your voice, data and mobile communications
spend should be an imperative, whether or not you
think there might be an underlying problem. 

Cost savings are clearly the attention grabbing
advantages of telecoms expense management (TEM)
with a programme for getting healthy, and staying that
way, creating savings, typically of around 15-20 per
cent. But TEM is not just about saving significant
proportions of overall communications expenditure, 
it’s also to do with maintaining visibility and control of
what you have. 

In addition, the increasing convergence of fixed and
mobile voice services means that reviewing and
comparing the entire telecoms infrastructure is an
essential step towards achieving greater operational
transparency and productivity across your organisation.

We are delighted to have worked with the IoD to create
this Director’s Pocket Book. TEM is an extremely powerful
tool. When backed up with actions and timescales, the
results for businesses of all sizes can be dramatic. 

Martin St Quinton, Chief Executive
Azzurri Communications

INTRODUCT ION
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CHAPTER  1

overview
There is a famous TV advertisement by Carlsberg where
a man in a modern, high-tech office hears a phone ringing
in a distant corner. Investigating, he finds a dusty old room
uninhabited for years, labelled ‘customer complaints’ –
and the kicker is that it is a wrong number. 

What’s not a joke is the hundreds of thousands of unused,
or barely used, telephone lines and data networks in the
UK that are costing businesses many millions of pounds
in wasted capacity. As companies grow, adding and
moving offices, their communications ‘estate’ grows too,
but all too often in an unplanned and uncoordinated way.

This can lead to a spectrum of issues, ranging from 
plain inertia – a lack of internal governance and
leadership to address the problem – to blatant or
inadvertent mis-selling and overcharging on the part 
of suppliers. 

Typical issues include:

being locked in to contracts and technology that
do not support the needs of a changing business

the overprovision of telephones and lines – way
above the actual number of staff

continued charges for communication lines 
in premises long vacated by a company 

The costs to UK plc from examples such as these could
be as high as £1bn a year across the communications
estate. In brief, that estate comprises:
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voice land lines – traditional telephone lines, usually
connected to the outside world by a switchboard
system of varying sophistication

data network links – dedicated lines for computer
networks between offices, other premises, and the
internet, and broadband lines also for connecting
to the internet and inter-site communications

mobile phones – many millions of basic handsets,
plus mobile devices such as the Blackberry, which
are increasingly blurring the distinction between
voice and data offerings

All three communications technology areas are now 
vital for conducting business for most organisations.
Combined, they represent a major part of ongoing
procurement costs in terms of usage and infrastructure
and should be placed centre stage in the battle to carve
out market share through more effective sales, marketing
and customer service strategies.

Communications is certainly one of the ‘underpinning’
technologies within companies of all sizes. It also
represents one of the more challenging management
issues due to the following factors:

complexity. Long gone are the days of simple dial
telephones and basic, low-speed data network
lines. Now there is a huge choice of packages, tariff
plans and technologies from scores of competing
suppliers, and an ongoing stream of disruptive
introductions, such as wireless networks (so-called
WiFi), instant messaging and social networking  

cost. Most companies are looking to make
savings on their infrastructure spend. However,



8

OVERV IEW

finding out what parts of the spend are candidates
for pruning, removal or wholesale change can 
be difficult, especially where multiple sites and
departments are involved 

priorities. Much of the management of the
communications estate has migrated to one of 
the most hard-pressed individuals in companies 
– the IT manager (or in many smaller firms to
someone embracing IT and other responsibilities).
Competing demands – such as developing IT
systems for business advantage, and even 
day-to-day ‘firefighting’ – often takes priority over
managing the estate 

convergence. All three parts of the communications
estate are merging to produce new platforms for
saving costs and running major new applications.
But convergence also brings complexity, with new
ways of working, new types of vendor contracts
and the challenges common to introducing any
new technology

It all adds up to a compelling message: communications
need to be managed for both cost control and business
opportunity.

communications spend management

Spend management for all types of procurement has
become an important business topic in the last few
years. It did not really exist until software providers in
the late 1990s – such as Ariba – introduced tools and
online marketplaces to help organisations gain better
control of their costs for sourcing everything from core
production materials to non-core items – such as
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stationery and temporary personnel – and, of course,
utilities such as telecoms. Companies have turned 
to spend management as a much smarter way of
controlling a business in times of lower revenue growth
than wholesale layoffs and drastic cuts.   

Typical goals of spend management include improving
the efficiency of purchasing and all the paperwork that it
can entail, choosing a balance of suppliers to obtain the
best cost-benefit outcomes, and cutting and controlling
so-called maverick spend, where departments and
people break company policy by purchasing non-
standard and often expensive services and products. 

All these factors come into play with communications,
which has developed into a specialist area in spend
management in its own right. Research conducted by
US analyst Aberdeen Group confirms that applying expert
advice can pay large dividends. It reports that:

7 to 12 per cent of telecoms service charges are
incorrect. For large enterprises in the US, such
errors are costing each company more than $8m 
a year in lost profits  

up to 85 per cent of a typical enterprise’s telecom
bills are not audited and are simply paid in full. 
For bills that are validated, people most often
examine just a subset of invoices associated with
the largest spending

The research also reveals that few companies have 
an accurate picture of the assets that run their
communications infrastructure. Not only are they billed
for usage, such as the number of minutes for voice
calls, but also for leasing, rental, maintenance and
service charges. And, a lot of telephony equipment has
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been purchased as capital expenditure, which means it is
contributing a good deal of legacy costs to the company,
both in terms of direct financial depreciation and a
productivity penalty in using outdated technology. 

All too often bills contain unexpected extras, with off-
contract items appearing with alarming frequency.
Surprises can also come from other quarters, such as
when organisations fail to notice a tax ruling about VAT 
on personal calls made on mobile phones and have
had to go back through bills so as not to reclaim VAT
they are not entitled to. 

As Aberdeen says, most companies rely on their
suppliers’ paper reports to gain insight into spending.
“This is the business equivalent of allowing the fox to
guard the henhouse,” it states. Telephone operators –
especially mobile providers – have employed a range 
of hard-nosed tactics to extract revenues out of
consumers. For example, the practice of ‘slamming’,
where consumers are switched from one provider 
to another without their consent has been rightly
addressed by a code of practice by Ofcom, the
communications regulator. 

It’s important to be alert to what is happening within 
this fast-moving industry. It is often in turmoil, thanks to
low margins, disruptive technologies and changing
regulation. Given such volatility, it is far better to be in a
position to dictate terms, rather than taking passively
what seems best at the time. 

pressure on the IT manager

As a rule of thumb, companies spend about half their IT
budget on their communications infrastructure and the
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other half on the people and computer systems needed
for carrying out the usual office and industry specific
functions. In most sizeable organisations, it was
traditional to employ separate teams to run these two
functions – a telecoms manager handling mostly voice
communications and an IT manager for computing.

That is changing in line with the trend for the voice side to
merge with IT, and as the internet becomes the preferred
conduit for communications. It is the IT manager, or
director in large organisations, who is increasingly being
tasked with the job of looking after the entire IT and
communications estate. 

That has placed a rising level of pressure on their
departments, especially in those firms in the SME  sector
that may only have budgets for a manager and a handful
of support staff. Challenges include:

juggling a multiplicity of suppliers – even SMEs can
have a dozen or more IT and communications
contracts, which only adds to what can be a major
administrative burden 

many IT managers and their staff are engaged 
in day-to-day firefighting – dealing with problems
as they arise, which can be very disruptive and
demoralising 

boards are taking a much harder look at the overall
spend on IT, and it is becoming more difficult to
justify major investments

Many IT managers say that while reducing supplier
numbers is a primary objective, it is hard to do as there
is often little in the way of an overall strategy on which 
to base decisions.  
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Inevitably, there is a great deal of paperwork. One survey
of telecoms managers – and there are still plenty with this
job title – found that a quarter of their time was spent just
on preparing reports and that, if anything, more suppliers
were being added. Adding the entire communications
estate to one department can mean that much analysis
and cost control may never be done at all. 

Certainly an IT manager’s job is to keep the infrastructure
running smoothly and cost-effectively. However, their
aspirations – in keeping with the demands of the board
– should be to develop business applications that will
improve the standing of the company. 

Increasingly, those applications involve an amalgam of
IT, the internet and mobile technologies, especially for
empowering field service and salespeople, home
workers and other mobile professionals. But the
attendant administrative drag is great and can manifest
itself not only in complex contracts and ongoing billing
issues, but also in extra demand for supporting users. 

board-level messages

The issues outlined in this chapter should provide a
good deal of food for thought and action for company
management. Many company directors have been
insulated from technology issues in their firms, but
awareness levels are rising.  

The rest of this pocket book looks in detail at the
communications estate and the management
opportunities, but there are some ‘headline’ points 
to take away at this stage: 



13

OVERV IEW

unmanaged communications spend is costing a
huge amount to many firms in unnecessary bills

whatever the process is called – communications
spend management, or telecoms expense
management – there are savings to be made in
virtually every company by looking in greater detail
at all the bills and contracts 

only limited progress can be made without a
detailed examination of the entire current
communications picture. A piecemeal approach 
is not adequate 

IT managers and other personnel in charge of the
whole or parts of the communications estate need
tools and support to help them manage the
administrative side of their roles, freeing them to
focus on more innovative work 

hand in hand with communications cost control
are opportunities to introduce new technologies,
particularly those that have an element of
convergence among voice, data and mobile

managing the communications estate is an
ongoing process that requires continual vigilance
to enjoy the best deals and business opportunities
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voice, data
and mobile

Managing and developing communications infrastructure
is about creating something greater than the sum of its
parts. This involves focusing attention on the individual
components and looking for opportunities to bring them
together in converged solutions. As most companies
still operate much of their communication components
in the three main ‘silos’, let’s look at these in detail first.

fixed-line voice 

The traditional desktop telephone connected to a
switchboard is still the mainstay of communications.
That ‘switchboard’ may well be a highly sophisticated
PBX (private branch exchange), especially if it has been
installed in the last few years. If so, it is capable of
advanced, converged functions, yet most firms will still
be using it mainly for basic voice communications to
the desktop, and will be connecting to the telephone
network via conventional telephone lines.

No doubt, the long legacy of conventional business voice
communications has contributed to a situation where
there is substantial overprovision. The bare facts are:

there are 15 million conventional business
telephone lines in the UK. About a third of these
are not needed

three million of these lines have no call spend at all
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37 per cent of the calls that are made are misuse
or abuse of company resources 

It is not unusual to find companies paying for many more
telephone lines than they have staff. It is also common to
find live lines that are still being billed for, but are lying idle
in existing premises or in locations no longer used by the
company. Those lines could also have added charges
for call forwarding and conferencing.   

While it is clearly a ‘no brainer’ to look at cutting out
unneeded infrastructure costs it can be argued that the
cost of calls is now not so important. It is true that thanks
to competition, especially from the ‘voice over internet’
providers, and regulation, the cost of voice calls made
across fixed lines has plummeted in recent years. 

But has this led to substantially lower bills? If anything,
bills are rising as office workers are calling mobile
phones rather than other desktop lines. 

There has also been a big rise in email and other
internet tools such as social networking in business
communication. Research by Vodafone indicates that
voice phone use in networking with clients has dropped
by a third in the space of a generation. That said, voice is
still the most important tool of doing business, with six
out of ten business people saying they rarely or never
do business with people they haven’t at least spoken to
on the phone. Apart from certain automated tasks, clients
and consumers also often prefer to talk to someone who
can answer sales and service queries. 

There are clear priorities for the voice part of the
communications estate:

establishing exactly what infrastructure is being used
– and not used – and what calls are being made 
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looking at who is in charge of the voice system

investigating opportunities for advanced features,
including convergence (see page 20)

data networks

Nearly all companies use data and internet connections of
some sort, with broadband links over the conventional
telephone system and by cable common to many firms.
Leased lines – private circuits linking sites or connecting
to the internet – are used by many medium and large
companies. ISDN lines, which are digital telephone lines,
are also used for data and internet communications. 

Broadband use has exploded in recent years. By 2012,
about two million businesses are projected to have
broadband. The leased line market in the UK, meanwhile,
is worth about £2bn a year alone. Key facts include:

data lines suffer from similar overprovision to voice
lines, with about 250,000 circuits in the UK being
billed to dead locations, such as vacated premises

the cost of a leased data line can run to thousands
of pounds a year depending on speed and distance

a rapidly increasing demand for bandwidth is not
always matched by supplier flexibility and service

There is no shortage of bandwidth available to most UK
businesses, but there is a ‘legacy’ of relatively old-
fashioned data networks that may be inflexible and
costly to run. There is also a tendency to source data
networking from a single supplier, which can preclude
using best of breed technology and add to cost. (But
note that a ‘virtual network operator’ can aggregate the
best suppliers and act as single point of contact.)
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Service is especially important for data network provision.
An Ofcom survey found that having a reliable and resilient
supplier, and good customer service and account
management, came ahead of price and brand as the
most important factors when choosing a supplier. 

Important data networking points to consider include:

outsourcing a network to a managed services
provider makes good sense, especially as demand
for offsite security and business continuity grows 

the data network plays a key role in one of the
fundamental parts of convergence, the ability to
combine voice and data traffic on a single network 

applications will also drive the need for more
flexibility in data networks – phenomena such as
social networking and so-called peer-to-peer
communications could mean models of
centralised operations become obsolete 

mobile 

Mobility and using the home as an office extension have
enabled people to enjoy a better work-life balance and
improved productivity. As a survey from Microsoft reports:

48 per cent of employees under-25 now prioritise
the ability to determine their own structure of
working above their salary

47 per cent of employees already work outside of
the office

the UK is third in the world for communications
technology sophistication through provision of
facilities such as internet hotspots 
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But the rush to mobile technology has come at a price.
Mobile phones and other devices such as PDAs
(personal digital assistants) are among the biggest
culprits for maverick spending in companies and pose
particular headaches for IT managers in terms of
support and security. In raw cost terms, mobile phones
are also problematic: 

there are now more mobiles than people – and of
those used in business, 15 per cent of the handsets
have no call spend

70 per cent of calls are made within reach of a
fixed-line phone

35 per cent of calls are not business related

provisioning a business user with a top range
mobile system can cost as much as £1,800

Analyst firm Ovum estimates that the UK’s three million
corporate mobile phones cost an annual £1.7bn.
Assuming that only 25 per cent of these calls are
personal, that is a yearly spend of £425m. This cost
may be made up of not only voice calls but also text
messages, emails, pictures and premium-rate services.

Mobile contracts also tend to be more complex than
fixed-line voice contracts, with a bewildering range of
bundled offerings involving free minutes, free handsets
and upgrades after a certain time. A survey by T-Mobile
found that many organisations are baffled by mobile
packages, with a quarter unable to understand enough
about the technology to decide on a price plan, and a
third saying they had not reviewed costs for two or
more years. The word ‘free’ is of course more or less a
smokescreen, as operators are careful to cover their
costs, while they have the advantage of ‘owning’ the
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complete process, both the line rental and the calls.
This is no longer true of the fixed-line voice market
where deregulation has allowed businesses and
consumers to choose separate suppliers. 

It is also easy to sign up for a contract that seems to be 
a good deal, say for making mobile calls to fixed lines,
only to find that usage takes off in the direction of much
more expensive mobile-to-mobile calls made to other
operators’ networks. When other issues are factored in,
such as international roaming and technologies such as
3G data cards, costs can mushroom still further. In many
companies, mobiles are managed by office managers
and billed to departments. While IT managers may take
a strong interest in mobile data applications, they are
unlikely to monitor day-to-day voice and text message
patterns. It is all too easy to lose control of this growing
area of spend in even quite small companies. 

For the time being, mobile is much more of a closed
shop in the telecoms world, with operators guarding
their customer bases with potential obstacles, such as
a supposed difficulty in porting telephone numbers to
other networks. Regulation is starting to bite, however,
such as the recent EU decision to cap roaming charges.
Key issues for mobile management include:

obtaining predictable spend rather than being hit
with unexpected costs from activities such as data
downloads and roaming

consolidation of the fixed-line and mobile estate to
reduce redundant line rentals and control costs

monitoring call patterns – particularly important as
mobiles have become a seamless tool between
business and personal life 
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convergence 

Much hype has been generated around the topic of
communications convergence, the bringing together of
the separate worlds of fixed-line voice, data and mobile
in various ways. The basis of what is normally meant by
convergence is the internet protocol (IP) – the
underlying protocol for internet traffic, which can carry
all types of communications, including voice. So-called
‘voice over IP’ (VoIP) offers users the ability to make
telephone calls across the internet, bypassing the
public telephone system altogether or breaking out at
local level at a low cost. 

The most obvious – and now widely implemented – use
of convergence is combining voice and data traffic on
one company network. Instead of running separate
cabling for voice telephony, calls are made over IP to the
desktop over the data network. This creates savings,
particularly in voice calls between company sites, which
are free. The network can be configured over an existing
leased line or via a managed services provider. 

Indeed, costs savings are cited by many firms as the
primary reason for implementing a combined system,
which is also enabled by the current generation of IP
switchboards/PBXs. And, there are substantial benefits
that can be gained from using other features of an IP-
enabled system. These include: 

voicemail – which can also be accessed and notified
via the usual email inbox on desktop PCs, and also
on notebook computers in and outside the office

caller identification – which enables a customer’s
database records to pop up on screen when a 
call is taken
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call routing – which allows incoming calls to be
passed to a free person, or to someone best able
to handle a certain call, in and outside the office 

Home and remote workers are particular beneficiaries
of convergence, as it is easy to route both voice and
data over the internet to any location. It is now common
for call centre agents in large companies to be based at
home. Another often cited benefit is making calls from
hotel rooms via VoIP, thereby avoiding the risk of being
charged premium rates. 

Companies can now go the whole way with a true IP-PBX
– essentially just a computer running software rather than
a piece of telephony equipment. They can also pipe 
all traffic to their operator via IP rather than by the
conventional telephone system, although gateways to the
latter can be retained. IP handsets are now intelligent
systems in the own right, allowing users to carry out tasks
such as call forwarding and conferencing much more
easily. They are also ‘plug and play’ for each person,
making moving desks a simple process. They can even
be plugged in at home and used as an office extension.
And the traditional PBX can also be dispensed with, as a
managed services provider can host telephony in the
same way that other applications are being outsourced.

fixed-mobile convergence

A particularly exciting and rapidly emerging area is
fixed-mobile convergence. While it has long been
possible to run data and internet communications on
mobile devices – the success of the Blackberry emailer
being an obvious example – the ability to marry the
worlds of the fixed voice line with the mobile phone has
been much slower in coming.
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The idea of fixed-mobile convergence is simple – instead
of having separate desktop and mobile phone lines, 
the two are combined on one portable handset, and
people have only one company phone number. This
means that anyone can be reached wherever they are
without casting around for other numbers, while some
of the cost problems associated with using mobile
phones can be eliminated, such as the tendency to use
mobiles instead of desktop phones while in the office.

There are two main ways to achieve this, by deploying
dual mode handsets that work on both local wireless
and mobile networks, or deploying private mobile base
stations. The greatest benefits come when this is
combined with an office-wide IP strategy. Gains include:

call substitution – calls are made via the cheapest
method

one business number, which can also be captured
by call recipients. A separate mobile-only number
can also be retained for personal use, and the
business line can be switched off, reverting to
company voicemail  

features such as conferencing, company directory
lookup and voicemail transfers can also be
enabled from the handset 

on international business, calls can be routed
through private or serviced IP networks, avoiding
costly charges 

Convergence has tremendous value for companies in
both savings and productivity, and in meeting the work-
life balance expectations of employees.
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tools for the job
It is a good idea for all organisations to audit their
communications spend and assets, and to develop a
strategy for keeping on top of ongoing costs and changes
in the estate. Even those with a modest portfolio of
telecoms users can benefit, especially if they are heavy
handed with mobile phones. 

As identified in chapter 1, auditing is often carried out in
a piecemeal fashion and misses opportunities to spot
billing errors and spending patterns. Even so, a proper
review audit should be the starting point, as it is almost
impossible to proceed with expense management
otherwise. There are several key features of an audit:

for best results the review should cover the entire
communications estate – voice, data and mobile 

the more past billing and contract details that can
be supplied the better. Ideally this should span a
year to balance out seasonal or exceptional details

there can be a surprising amount of data involved,
so it is probably not cost effective to attempt a full
review in-house, especially for larger companies

an audit should not look just at the terms of existing
suppliers – benchmarking tariffs and contracts
against other vendors and operators is also useful 

What results can such a study produce? The London
Centre of Excellence carried out a pilot in several local
authorities in London to see if the type of audits being
applied in the private sector could also be applied in



24

TOOLS FOR THE  JOB

public bodies. It came up with areas of savings that are
typical for any organisation:  

switching to a more cost-optimal voice tariff or 
a different fixed-line voice supplier 

educating users to use a lower-cost directory
enquiry number or an internet enquiry service  

eliminating unused, zero-billing exchange lines 

replacing equipment rental by equipment
purchase, where appropriate  

reducing telephony misuse by implementing a
monitoring system and letting staff know that
telephony misuse is being watched  

implementing a system to allow staff to be
charged for their personal mobile phone usage 

eliminating unused mobile handsets

It also found that a 20 per cent average savings figure
claimed by audit companies is not an unreasonable
target. The panel opposite shows an example in more
detail from a large company of potential overspend
across the communications estate, using actual figures.

Other points that arise from audits include:

in medium and large companies the voice tariffs
and infrastructure costs can be prime candidates
for the biggest cost savings – simply querying
errors and cutting out redundant exchange lines 
is likely to yield sizeable payoffs

voice and mobile tariffs are constantly changing,
and while operators are obliged to publish any
special rates on their websites, a rate could be
intended only for a certain customer
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benchmarking can also mean comparing one
company department with another, or two
seemingly similar branch offices. This can reveal
marked differences in spending patterns that may
be due to good and poor enforcement of policy 

maintenance costs for equipment that could be
eliminated are often much higher than rental or
capital depreciation

POTENTIAL SAVINGS FOR A LARGE FIRM

service type/description potential overspend

VOICE – current spend £2,670,118
usage benchmarking £384,142
reduction in non-justified calls £153,452
line rationalisation saving £138,392
line benchmarking £122,235
cancellation of web ports £96,000
cancellation of non-essential maintenance £20,088
PBX maintenance benchmark £15,969
barring of misuse/abuse calls £15,114
cancellation of redirect lines £9,760
telemarketing rental benchmarking £9,699
purchase of equipment £6,836
cancellation of disaster recovery £4,256
SUB TOTAL £975,943

MOBILE – current spend £1,361,108
non-justified calls reduction £100,575
barring of misuse/abuse calls £19,661
cancellation of zero usage handsets £6,548
SUB TOTAL £126,784

DATA – current spend £1,083,738
private circuit benchmarking £270,935
other circuits on contract £32,997
SUB TOTAL £303,932

TOTAL SAVING £1,406,659

Source: Azzurri Communications
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the time of day when calls are made is often
overlooked 

one issue for mobile phones is the accumulation of
credits at the end of contracts – without a cross-
departmental view of the various deals, it is hard to
convert the credits for best effect in new contracts,
while many are lost for good owing to inaction 

the way forward

In reality, a full communications expense audit for a
sizeable company needs to be done by a specialist
spend management consultancy or telecoms service
provider with an independent sourcing strategy. A typical
audit when carried out by a specialist will take between
10-15 working days, but many weeks if attempted in-
house. Apart from experience, an external auditor will
have access to comparative benchmarking data on tap
and tools that can number-crunch all the information and
present it to decision makers in a professional format. 

The London Centre of Excellence, in its report on a public
sector pilot, sounds a few notes of caution. First, an
organisation should not expect the company performing
an audit to do it in isolation – full cooperation is needed
to arrange for the supply of all relevant bills, contracts
and asset details in electronic form, where possible.

Second, there can be an ‘understandable reluctance’
from IT, telecoms and office managers to accept that
savings are possible, especially if they have recently
negotiated new contracts for communications services.
Certainly, this is a sensitive issue, but according to an
Ofcom survey, most companies are still signing up for
office telephony and data network contracts of two
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years or more. Also, over 10 per cent have five year
contracts, which will make negotiations even harder.  

If changes suggested by the audit are to actually take
place, partnership working is essential. There are
several points to note:

the audit company can carry out many of the checks
and changes itself, such as calling suspected
unused lines to see if they are redundant, preparing
customised reports for managers to discuss with
their users, and arranging with telecoms operators
for tariff changes, switches to lower cost operators
and line rentals, and discontinuing services 

an arrangement can be ongoing – the
communications estate is unlikely to stay still for
long, especially if shorter contracts are negotiated,
so a strategy of ‘keeping the grass cut’ should be
adopted for both usage and asset management  

as for the fee, this is usually a percentage of the
agreed first year’s savings, so it is not a further cost.
More savings and productivity benefits can come
from migrating communications infrastructure to 
a managed services model 

The overall aim should be to cut down on manual
processes as much as possible and monitor costs 
at short intervals – ideally monthly.  

policies and procedures

Business people dislike red tape, and most employees
dislike reams of instructions, policies and procedures
for their daily tasks. But there have to be hard and fast
rules for certain activities, especially those that pertain
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to health and safety, and to the use of technology. 
Many companies have realised the consequences of
employees misusing computers and the internet and
try to avoid a spectrum of problems that range from the
mundane – people surfing for holidays online when they
should be working – to the potentially catastrophic,
such as mislaying customer data or downloading
pornography. ‘Acceptable use’ policies for using the
internet, in particular, now feature in many companies,
and there is good reason to extend such best working
policies to other aspects of communications. 

A policy for using mobile phones and other portable
devices is especially important, given their ubiquity and
potential for misuse. It is worth using a model policy as
the basis on which to develop one suitable for a
company. Areas it should cover include:

the use of phones while driving 

using land lines, where appropriate

dialling cheaper directory enquiry services 

accounting for personal calls, both paid for by 
the company and reimbursed to the firm 

keeping phones safe and reporting stolen phones
and other devices

Although many employees consider personal calls a
perk of the job, some organisations have decided to
charge back the calls to users. This can provide
considerable savings and can be done by using a
personal call management service that feeds mobile
phone bills into a database that users can access via
the internet. 
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One London borough found it made savings of 16 per cent
on its bills through a combination of cutting out some
personal calls altogether and charging back those that
were made. But much higher savings were gained by
drastically reducing paperwork, as in this case, a paper
invoice was being sent to thousands of staff for checking
before being passed to the accounts department for
payment. About 15,000 invoices a year were reduced to
just 12, saving more than £215,000 in processing costs.  

TOOLS – WHAT TO LOOK FOR

USAGE MANAGEMENT 

monthly telecoms reports include detailed 
information on mobile costs as well as fixed-line 
voice costs

each business unit to receive a report that identifies 
trends, cost profiles and infrastructure usage

CONTRACT MANAGEMENT

analysis of existing telecoms infrastructure against 
peer companies and competitor suppliers, 
highlighting areas where cost savings can be made

INVENTORY AND ORDER MANAGEMENT

a web-based, secure portal designed to supplement 
monthly telecoms reports with ‘drill down data’, 
inclusive of site profiles, call destination profiles, 
services inventories and custom reports 

management of orders, moves and cancellations

BILL MANAGEMENT FOR COST REDUCTIONS

centralised billing, coordinated and validated, as 
well as ongoing liaison with suppliers on issues 
and faults

Source: Azzurri Communications
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One of the more obvious but important points is that the
vast majority of users in the private sector never see the
bills for any of their use of telephones and mobile
equipment since the paperwork goes straight to the
accounts department. Apart from cost savings and also
the need to reclaim VAT on personal calls (see opposite),
efficient communication with department heads and
individual users on this aspect of their expenses could
be the best way to help conform to best practice.  

TOOLS FOR THE  JOB

CASE STUDY: LONDON BOROUGH PILOT

The borough provided an electronic copy of its mobile bill
for one quarter – the results were extrapolated to obtain
annual figures that were then analysed. 

the most popular directory enquiry number being
used was 118118, which was then the most expensive.
A recommendation was made to bar directory
enquiry usage from mobile phones or to educate
users to use lower-cost directory numbers

several examples of possible misuse were found,
such as extensive use of premium text by several
handsets. And, several handsets were making a
large number of calls out of hours (10pm-4am) and 
at weekends 

about 20 per cent of mobiles made no calls in the
quarter 

eliminating the directory calls, the telephony misuse
and cancelling the zero use handsets could save 
21 per cent of the expenditure 

Finally, it was recommended that a system be installed 
to allow the borough to bill users for their personal calls.
It is believed that many users find it cost effective to use
their company mobiles for personal use and are quite
prepared to pay for their calls. 

Source: London Centre of Excellence
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the VAT issue

Apart from cost issues, the inability to analyse data can
raise compliance issues. It is illegal for companies to
reclaim VAT on personal mobile communications usage.
HM Revenue & Customs (HMRC) set up a taskforce to
identify organisations that are failing to separate personal
and business use when claiming VAT on calls and this
has resulted in some high-profile cases and significant
financial penalties. 

According to HMRC, personal use includes:

calls not relating to core business activity during
business hours

non-business related phone purchases (for example,
providing a car charger for someone who does not
use a car for company business) 

SMS text messages

premium services 

data usage

HMRC accepts that five per cent of personal usage is
justifiable in terms of employees synchronising the
demands of personal and business life. But it demands
that personal and business calls be separated for 
VAT purposes. 

Another potential compliance issue is that HMRC may
treat sophisticated mobile devices as benefits in kind. 

managed services
Managed services are a major growth area in
communications and IT, especially for organisations
looking to simplifying their infrastructure. These services
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now encompass everything from relatively simple
operations, such as filtering incoming email for viruses
and performing regular security backups, to hosting a
secure, private virtual network and internet access, to
managing the entire communications estate.

Apart from taking on the day-to-day responsibility for
maintaining a network and its applications, providers
can also source better rates from telecoms operators
by aggregating the buying power across a client base,
where it is also possible to cap prices to a fixed fee. Users
in these groups may also have opportunities to meet and
compare notes – although communications services can
be important competitive differentiators, professionals
have long benefited from sharing best practice.  

Companies that continue buying in all their 
communications services will, in the short to medium
term, have to cope with a lack of flexibility from their
suppliers, especially those in the mobile market.
According to analyst firm Gartner, organisations have
four main priorities when buying mobile services:
managing costs, managing services, dealing with
increased mobile data services and centralising
resources. But, says Gartner, most suppliers focus 
on ‘selling SIM cards with complex, non-transparent
pricing schemes and giving discounts related to total
spending, rather than delivering tailored services’.

Companies should be looking for much more from their
corporate contracts, it adds, such as a single point of
contact for contract negotiations, a flat fee, free voicemail,
web-based procurement portals and, ultimately, a single
agreement for those with international operations. 
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CASE STUDY: HARTWELL

Hartwell, a leading multi-franchise retail motor group,
operates 22 sales and after-sales motor dealerships across
the UK. The company had several suppliers for its voice
communication needs and was finding it hard to manage
its communications estate effectively. Rising mobile phone
use and hidden waste were exacerbating the problem. 

“Budget control was becoming increasingly hard with so
many suppliers and bills and so many voice and mobile
elements,” says Alan Hancox, group purchasing manager
at Hartwell. “We wanted to reduce the cost of our voice
services and, if possible, bring them all under one supplier.”

Hartwell approached Azzurri, which proposed a service
that brings the communications estate into one managed
network with one fixed monthly bill. This is especially useful
for companies such as Hartwell, which has multiple sites. 

The service started with a telecoms audit that evaluated
all elements of Hartwell’s infrastructure cost by user,
location and application, and recommended savings and
operational efficiencies. These measures produced an
immediate cost saving of 26 per cent. 

To improve Hartwell’s mobile phone management, it now
has round-the-clock access to a personal call manager
service that allows employees to log any personal call on
to the system. The service links to the company’s payroll
department so that personal call costs can be marked as
an expense to each employee.

The amount of management time that Hartwell spends on
telecoms has been greatly reduced. “Our cost savings are
impressive and we now have a fixed price for all our voice
services for two years,” says Hancox. “We’re also enjoying
more efficient budget control, as we are only dealing with
one supplier and one fixed bill.” 
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futures
Communications innovations and societal trends 
work hand in hand, more so than in many areas of
technology. Here is a snapshot of developments that
are starting to be taken up by companies now and
which could be commonplace in a few years. Apart from
the technology, a common theme will be the potential to
radically change the way that companies pay for and use
communications services.    

office networks

New office network technology is making IP much
faster and more resilient. Companies can invest now in
Fast Ethernet networking, which offers speeds up to
100mbits/s, and even faster technologies are on the
way with Gigabit Ethernet. A high-quality, speedy 
office network will be needed to carry converged
communications traffic, especially if it includes video
and TV applications. Many companies have also
deployed wireless (WiFi) as part of their office network,
which will be used increasingly to enable flexible
working around premises. 

unified communications

A single converged network will offer companies an
increasing number of applications, including:

unified messaging – bringing together all types of
communication in one ‘inbox’, including email,
voicemail, fax and instant messaging 
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the dual use of a mobile handset as an office 
phone and usual mobile phone will become
commonplace with wireless office networks.
There is also the promise of using handsets at WiFi
hotspots (ie IP over mobile), which will yield further
cost savings

video over IP – all manner of conferencing and
digital CCTV surveillance systems can be run over
high-quality IP networks 

building management systems – IP networks can
run heating, lighting, alarms and so on 

Unified communications is the umbrella term for all the
various traffic on a converged network. One of the
ultimate goals for people working in a unified world will be
that no matter where they are, or what device they are
using, their unique presence on the internet will mean
the same level of communications will be available to
them as if they were sitting at their office desktop. 

Another key goal is to improve collaboration among
people, using converged networks to reach others in
‘real time’. A survey by Siemens identified key ‘pain’
points for companies that include waiting for information,
inefficient team coordination and collaboration, and
unwanted, disruptive communications – as well as the
added costs of communications away from the office. 

next-generation networks

For some time, the major telecoms operators have
recognised that the future for network is IP – BT, for
example, has been busy switching its core infrastructure
to a ‘next generation’ IP network. One of the major
appeals of using converged communications will be to
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eliminate most or all of conventional telephone lines and
‘break out’ into the wide area networks via high bandwidth
IP pipes that will carry all traffic. 

There is presently concern that the UK is falling behind
other countries in communications links that connect
business and homes to the operators’ core networks.
Many smaller businesses are reliant on ADSL technology
over a conventional telephone line for their broadband
connections. By comparison, countries such as France
and the Netherlands are making more progress in
installing very high-speed fibre-optic networks to reach
businesses as well as homes. 

For most businesses, ADSL, and its successor, ADSL2
(which runs at up to 24Mbits/s), will be adequate, while
those in reach of Virgin’s cable network are promised
speeds of up to 50Mbits/s. In some areas, very high
capacity fibre networks are being installed. The Welsh
Assembly, for example, has recently contracted fibre
networking firm Geo to provide infrastructure in the
country, starting with 14 business parks in north Wales. 

Companies concerned that their local infrastructure may
not support their needs should look at getting involved
with bodies such as the Broadband Stakeholder Group
and regional development agencies.  

the shape of services

The way that services are paid for and packaged will
change as the trend for convergence takes hold, and as
organisations place more applications on managed
services. Already, there is a major transformation that is
shaking up the software industry, with a new generation
of applications available in the ‘software as a service’

FUTURES
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model, where packages – such as salesforce automation,
human resources and indeed spend management – are
provided on demand and priced on the number of
users at any given time rather than on a traditional site
licence arrangement.  

All sorts of applications, including those with a
communication element, are likely to migrate to a service
model. Those who are already using managed voice over
IP services will know that a feature of such offerings is that
previously expensive add-ons to conventional systems,
such as voicemail, are bundled in with the package, so
giving price, functionality and availability advantages.  

and finally, green IT 

Simplifying office cabling – using fewer wires – and
outsourcing applications and services contribute to a
growing trend for ‘green IT’. In future, many users may
well be using only portable devices with solid state
memory. In addition, much of the technology that
currently contributes to office space and electricity bills
will be located in more efficient data centres. 

Green IT will be an increasingly important driver for
managing the communications estate and is starting 
to be taken much more seriously by businesses. 
There is already regulation about disposal of computer
equipment and more legislation is likely regarding
buildings infrastructure and the use of energy. The use
of intelligent networks for enabling people to work at
home and in virtual teams will be crucial for cutting
transport emissions and improving work-life balance. 

FUTURES
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checklist 
communications spend management
– questions to ask

do you check bills from communications suppliers?
If so, how much time is spent on the task? 

do you have acceptable use policies in place for
using mobile phones, desktop lines and computers?

do line managers and their staff receive itemised
accounts of their communications expenses?  

does responsibility for the entire communications
estate rest with one manager, or are various types
of personnel and levels of seniority involved?  

are IT and communications costs presented at
board level?  

do you have an accurate account of the assets 
in your communications estate?  

are you aware of the credits that need to be
managed in your mobile phone contracts?  

do you have advanced features in your PBX
system, such as call routing and voicemail? 
If so, are you using them?  

do you ensure VAT is not reclaimed on personal
mobile calls and is there a policy to manage this?  

do you have a plan to implement elements of
converged communications – and do you have
polices for work/life balance and flexible working?  

can you generate new income from incoming calls?
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useful contacts
Aberdeen Group (aberdeen.com) – publishes reports
on telecoms spend management

Ariba (ariba.com) – spend management software firm

Azzurri (azzurricommunications.com) – independent
communications provider and audit specialist.
Publishes Connectivity, downloadable from its website

Broadband Stakeholder Group (broadbanduk.org)

Broadband Watchdog (broadbandwatchdog.co.uk) –
provider of listings and comparisons

BroadGroup Tariff Services (mobilepricing.com) –
pricing and tariff consultancy

Business Link (businesslink.gov.uk) – government SME
advice site

Community Broadband Network (broadband-uk.coop)
– networking site for local projects

Global Action Plan (globalactionplan.org.uk) –
environmental IT body 

London Centre of Excellence (lcpe.gov.uk) – public
sector procurement body. Published the report
Delivering savings through telephony audits

Mobile Computer Users Group (mcug.org.uk)

Mobileinfo (mobileinfo.com) – mobile and wireless site

Ofcom (ofcom.org.uk) – communications regulator

Ovum (ovum.com) – IT/telecoms analyst
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Point Topic (point-topic.com) – broadband analyst

Thinkbroadband.com – UK broadband news and
information

TMCnet.com – news on voice over IP, call centres,
wireless, etc

Voice over IP news site (voip-news.com)

Voice over IP resources (voip.org.uk)

Workwise UK (workwiseuk.org) – smarter working
campaign
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