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Is Your Business a Candidate for Savings From Telecom
Expense Management?

Geoff Johnson

The 10 guidelines in this research will help you decide whether telecom expense
management (TEM) services are likely to help save your business money, either directly
(through analysis and validation of telecommunications billing invoices) or indirectly
(through their use in planning for networking services). TEM services are finally in use by
most large enterprises and government agencies to routinely save money and aid
business strategy. However, many multinational subsidiaries or smaller organizations
spending less than $5 million per year in telecommunications have been unaware of,
slow to adopt or guilty of not following through with TEM evaluation after a cursory
examination.

Key Findings

e An easy way to test whether an organization is firmly in control of its telecom billing
management is to ask for the total annual spending with telecom carriers. If this question
cannot be answered intuitively or promptly, then a low focus on telecom cost control
may be indicated.

e Organizations that have achieved best practices in using TEM have found the key
benefits to be direct annual savings from controlling use and resolving billing errors.
While support for audit and compliance is a given, the most intelligent use of TEM is to
aid in competitive bidding for contracts, networked infrastructure planning and strategy
development.

Recommendations

e Educate all staff involved in networked IT applications on the scope and capabilities of
TEM services, not just the accounts payable staff.

e Small to large enterprises should test or adopt TEM incrementally until its business case
benefits are quantified and sufficiently proved.

e As soon as experience permits, move beyond billing analysis, use and expenditure
control to leverage TEM databases and management summaries for network asset
optimization and new-services planning.
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ANALYSIS

In many economies, more than half the domestic or multinational businesses have yet to
understand their exposure due to not managing telecom and networking costs responsibly. At a
time of global recession, the case for at least considering the scope for making sustainable
savings from TEM services and consequential business process improvement is compelling (see
Figure 1).

Figure 1. TEM Functions
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Source: Gartner (December 2009)

Experienced TEM users have their direct costs under enduring control, and leverage the output of
TEM as a business process to aid and direct larger-scale benefits derived from leveraging
networked IT applications in business operations. Not all TEM service providers cover the same
functions, but core services usually include invoice management, dispute, and use and inventory
management, as well as ordering, provisioning and sourcing evaluation (as shown in Figure 1).
The following list includes the 10 activities typically associated with telecom billing that should be
considered when evaluating whether your business is a realistic candidate for using TEM
services:

e Awareness of TEM services as a business aid

e Evaluation of the costs and benefits of TEM

e Loading telecom billing

e Audit through invoice and contract management
e Validation of billing and enterprise records

e Processing billing invoices and infrastructure reconciliation
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e Reporting the state of networking and contribution to business intelligence.
e Inventory management as an aid for business and IT operations planning
e Managed networked services and outsourcing alternatives
e Business intelligence, future networking strategies and consulting

Each step can be considered in your business's context using three screening filters:
e A statement of the main problem encountered at each stage of TEM activity
e Symptoms that commonly appear around each activity
e The value of deliverables that are typically derived from TEM

Figures 2 through 4 illustrate the 10 TEM activities.

Figure 2. TEM Awareness and Evaluation

1. Awareness 2. Evaluation
RFP Bid Neds Data Costs, Benefits
No Records TEM Service Providers
What e ' | Screens:;
Should SEl & '
| Know? » * Problem
= Symptom
TEM? : . * Value
Bills and Spreadsheets Services
VS, Analysis
Database and Automated Deliverables
Tools Value?
Source: Gartner (December 2009)
Publication Date: 2 December 2009/ID Number: G00170727 Page 4 of 12

© 2009 Gartner, Inc. and/or its Affiliates. All Rights Reserved. Gartner



Figure 3. TEM Processing Functions
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Figure 4. TEM Applications: Planning and Strategy
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The 10 steps representing the screening criteria and attributes that organizations should consider
when assessing their suitability as candidates for using TEM services are summarized as a
compact checklist in Figure 5.
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Figure 5. A 10-Step Checklist for Your Candidacy for TEM
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1.0 Awareness of TEM Services as a Business Aid

Problem Statement: Upward of half of businesses today are simply unaware of the existence of
TEM tools or services. They don't know what they don't know about TEM, and are unaware of the
availability of modern expense management tools and services for telecommunications. Billing
payments spread across an organization beg to be consolidated into a single point of control, or
aggregated into a single point of expense verification, for cost-efficiency. Businesses spending
more than $5 to $10 million annually on telecom, voice, mobile, data communications, Internet
access or unified communications with multiple carriers are candidates for TEM services.
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Symptoms: Unaudited or uncertain validation of telecom payments is common. When telecom
contracts need to be rebid, no compact convenient records exist to use in the RFP.

Value of Deliverables: Most businesses need to demonstrate their fiduciary responsibilities
through governance and compliance mechanisms, such as Sarbanes-Oxley Act reporting or
comprehensive financial or technical audits. This is difficult to do efficiently without software tools
such as TEM.

2.0 Evaluation of the Costs and Benefits of TEM

Problem Statement: For enterprises that are not yet TEM users, the costs and benefits may be
unfathomable. As a rule of thumb, errors occur in carrier billing systems at roughly twice the rate
of enterprise errors, which means that the net billing settlement routinely favors carriers and that
significant savings can be obtained by scrutinizing billing invoices.

Symptoms: Telecom carrier billing errors are occasionally uncovered without any gauge of the
real extent of the problem. Organizations that have recently expanded their network reach or
capacity, or that have moved to converged networks, will have multiple locations with new
installations that also need recovery of decommissioned equipment and services.

Value of Deliverables: TEM service proposals from vendors can typically be positioned to run a
sample of billing records through the bidders TEM service software tools to establish an estimate
of the prevailing error rate. By adopting an incremental approach to TEM and avoiding a large
fixed sum upfront, both vendor and customer can begin to establish some confidence regarding
the size of the problem and its potential net savings. Each functional area in TEM (see Figure 1)
o billing dispute management, use, inventory, ordering and procurement, and sourcing & has its
own benefits, but the cost base for each area is usually obscured in a total TEM service fee.

3.0 Loading Telecom Billing

Problem Statement: The initial act of loading telecom carrier billing data into TEM software for
analysis throws up many queries as the databases are loaded. This data-cleansing process gives
the first clues about potential problem areas. Although most billing invoices are delivered in a flat-
file electronic format (or via Web, XML or electronic data interchange), manual paper billing and
multicurrency invoices persist and cause high overheads. Multiple carrier billing can be confusing
because each carrier uses its own products, marketing names, and billing calculations and
conventions to describe otherwise similar services.

Symptoms: Multiple billing formats are difficult, frustrating and expensive to manage without
TEM tools to standardize payments and reporting. Dispersed billing and ordering centers should
be logically concentrated onto separate partitions in a central TEM tool. Using invoice
management alone is an inefficient use of TEM, and will likely be suboptimal in both direct and
macrocost control.

Value of Deliverables: Once a TEM database is properly loaded, various electronic formats are
brought under control and treated in specified ways to facilitate invoice and record processing.
After a TEM database is first loaded, audited and validated, direct savings from resolving billing
errors are often around 5% to 8% of total billings. Thereafter, TEM maintenance charges are
usually worth paying because they cover the never-ending and ever-changing billing format
changes from carriers. TEM should not be seen just as a tool to "scold" carriers into refunding
overbilling; most scope for billing errors occurs at the beginning of invoice preparation, following
the conclusion of contract negotiations. Translating an enterprise's contracted requirements into
an ordering process is rarely simple and always benefits from the attention of professional billing
specialists inside carrier organizations. These billing specialists ensure that the customer's
contracted networking is properly specified as internal work orders, and that they are costed
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according to internal policies and business protocols, which can be complex. This approach is a
best practice in avoiding subsequent convoluted and protracted billing disputes.

4.0 Audit Through Invoice and Contract Management

Problem Statement: The lack of automated software tool use in an audit task brings doubt as to
the credibility of the process. Audits should usually begin with invoice and contract management
that show both threshold-based exceptions derived from the previous month's accepted invoice
and a true reconciliation approach that includes inventory checks.

Symptoms: Telecom billing problems usually manifest themselves as large payments that are
outstanding for a protracted period of time as technical and financial issues are disputed and
eventually resolved by labor-intensive methods.

Value of Deliverables: Apart from reducing the incidence of unpleasant surprises in business,

the use of TEM services helps to meet legal, governance, compliance and audit requirements.
TEMO6s out puts cont r i bbasedpolityaevelagmeantoAt adersonaleveld e n ¢c e
TEM demonstrates the careful, positive stewardship of the job roles of those using and managing

it.

5.0 Validation of Billing and Enterprise Records

Problem Statement: If automated tools like TEM are not used, then manual periodic or
continuous technical confirmation and financial accounting for billing is unsustainable except in
the smallest organizations. The software used in TEM services typically reconciles carrier billing
invoices with customer orders and/or installed carrier services.

Symptoms: Bills for fixed line or mobile services can seem excessive from time to time. Invoice
and use analysis is the only way to reconcile the differences occurring in every billing cycle. Any
activity related to ordering, inventory, invoices, chargeback or cost recovery, or telecom vendor
management has scope to be included in TEM.

Value of Deliverables: Once TEM tools and services are stably installed, the necessary
management controls can be nuanced to match corporate needs with tightened or reduced
inspection and custom reporting. If an organization has not critically reviewed its billing for more
than two years, or if there has been a recent history of acquisitions, mergers or reorganizations,
then savings around 10% to 12% can be found in the first year of billing review.

6.0 Processing Billing Invoices and Infrastructure Reconciliation

Problem Statement: After validation, bill processing must be automatically posted to the general
ledger and completed in accounts payable. Without TEM, the accounting may be completed
reliably, but it is unlikely to be reconciled with the network infrastructure involved on a systematic
basis. This means that enterprises could be paying for networking services and infrastructure that
is not in use or not needed.

Symptoms: Of all utility billing, telecom invoices are the most detailed and complex (e.g., mobile
phone calls showing calls and call locations and phone numbers with per-second metering, data
download caps, roaming charges and taxing concessions, such as corporate calling plans before
contracted discounts are applied). Management of this environment demands suitable tools
simply to handle the volume of billing data and its complexity. If more than two or three full-time-
equivalent (FTE) staff are involved in billing and ordering, then automated TEM tools are required
(based on typical ratios of one staff member to billing volumes ranging from $2 million to $5
million or more).
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Value of Deliverables: The main focus of the reconciliation process is the installed services-in-
operation error report. Proper approval and reconciliation of complex bill processing has
additional derived benefits like providing automated, up-to-date feeds for HR personnel contact
directories for productivity and occupational health and safety.

7.0 Reporting the State of Networking and Contribution to
Business Intelligence

Problem Statement: Any organization that processes its telecom billing without the use of
automated tools and an accompanying review by the experienced telecom billing professionals
that make up TEM services will not be able to readily produce financial, technical or business
management summaries on a periodic or ad hoc basis.

Symptoms: Weak reporting tools usually manifest themselves as a loose collection of
uncoordinated spreadsheets or unsophisticated summaries.

Value of Deliverables: TEM services facilitate customizable dashboards and feed into routine
corporate metrics and data-mining capabilities. Ongoing operation of TEM services usually
delivers such control of the billing and usage that savings drop to less than 10% of billings in
subsequent years; however, by leveraging TEM into networked IT planning, significant savings
are made in a much larger expenditure category.

8.0 Inventory Management as an Aid for Business and IT
Operations Planning

Problem Statement: Although network topology, configuration and specifications are routinely
maintained in their own operational documentation, TEM reconciliation can be applied to ensure
the integrity of these records. This is a basic and obvious need in planning IT and business
operations, but is absent in many enterprises.

Symptoms: Knowledge of networked IT asset locations has tangible value when equipment is
lost or stolen in its installation, maintenance, repair and restore cycle.

Value of Deliverables: TEM can be leveraged with IT operations and network management tools
to provide a reliable basis for business operations and IT infrastructure planning. Its main
contribution is from asset inventory and cost perspectives, but TEM records are also valuable
adjuncts to network topology and configuration documentation, especially if they can be queried
as an aid to IT and general business planning.

9.0 Managed Networked Services and Outsourcing Alternatives

Problem Statement: Given the innovation rate in networking technologies, the next corporate
upgrade or technology refresh could best be delivered by alternative procurement, such as
managed network services, or selective network outsourcing or hosting, via software or
infrastructure as a service or cloud computing. A persistent problem for enterprises is to know
enough about their installed base of network devices, IT infrastructure assets, distribution and
total life cycle costs to cost out numerous alternatives.

Symptoms: Most organizations cannot readily assemble a total cost of ownership picture for
networking based on accurate equipment and use costs. TEM gives most of the fixed and
variable networking costs needed to estimate the costs, savings and impacts of networking
alternatives during its life cycle.
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Value of Deliverables: TEM allows calculations of the costs and impacts of sourcing alternatives
by presenting reliable records of the installed base of equipment with its original capital
expenditure, and fixed, variable, incremental and support costs. This gives an objective basis for
planning migrations to other network delivery options.

Business Intelligence, Future Networking Strategies and Consulting

Problem Statement: More than half the elapsed time and cost associated with developing new
enterprise networking strategies to address business challenges or initiatives is taken up by basic
information gathering.

Symptoms: Consulting engagements and strategy development tasks that are slow to mobilize
or run overdue are typically caused by poor information resources. Business decision making
without evidence from the business intelligence that is available from TEM services is
handicapped.

Value of Deliverables: The intellectual conclusions that need to be drawn can only occur on the
basis of reliable infrastructure records that can be aggregated, concentrated and reported in
managed summaries to aid the strategy development process. The availability of TEM software
tools alone does not create effective strategies, but experienced networking staff routinely infer
strategies from them. TEM software should not be sourced as a packaged software sale, but
taken as a professional service delivered by personnel experienced in billing analysis, telecom
industry practices and enterprise networking demands, and supported by capable TEM tools.
TEM service contracts should provide for additional custom consulting at prescribed hourly rates
or fixed prices, to leverage the outputs of TEM services into the specific cost control and planning
requirements of each user organization.

10.0 Conclusion

Deciding whether to investigate the use of TEM services in your organization is not usually an
intuitive or qualitative decision. It requires a minimum effort to calculate or estimate whether the
net benefits derived from direct savings, or the aid to business planning, is worthwhile, using the
guidelines and 10-step evaluation process outlined above.
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"Best Practices for Managing Mobile Voice and Data Costs"
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