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About Nemertes
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Research & strategic consulting firm analyzing the 

business impact of emerging technologies

• Founded in 2002

• Women-Owned Business

• Emerging Technologies

• Focus on communications, 

cloud, security

• Trusted Advisor criteria, 

challenges, benefits for both 

vendors and IT leaders

Topics we cover

• Benchmarks: Live discussions 

with IT leaders

• Surveys: Industry-leading data 

integrity methodology

• Vendor discussions: Product, 

technology analysis

Research we conduct

• Research advisory service

• Strategy & roadmap consulting

• Vendor & technology 

assessment

• Cost Modeling

• Annual conference

Services we provide



4
© Nemertes Research 2016    www.nemertes.com 1-888-241-2685   DN5176

Cloud Drivers and Business Cases
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Moving to the Cloud: UCaaS Adoption
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Why Cloud?

“For us, it’s all about 

cost and more 

specifically, cost 

elasticity.” 

- IT Director, midsize 

manufacturing 

company

“We simply don’t 

have the IT staff to 

support an on-

premise solution.

Cloud allowed us to 

focus our resources 

on more strategic 

initiatives.” 

- CIO, large university

“We plan to fully 

embrace the cloud, 

we don’t want to 

manage our own 

phone system.”

- IT Head, small 

engineering firm
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2014:

• Cost: 50%

• Security 28.6%

• Privacy 14.3%

• Lack of 

Features: 7.1%

Other:

• “Can’t meet our 

requirements”

• “Lync telephony 

not yet available 

in the cloud”

Why No Cloud?

“Our IT leaders are afraid of losing control over our servers.” 

- Director, global manufacturing firm
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Cloud Differentiators
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Cloud Architectures and Models

Architecture Characteristics Benefits Drawbacks Examples

Single-instance Provider creates a 

custom server 

instance for each

customer

Security, 

customization,

APIs

More 

expensive 

Cisco HCS

Hosted SFB

Multi-tenant Server instance 

supports multiple,

isolated customers

Cheaper One-size fits all 8x8, Fonality,

Verizon HIPC

Model Characteristics Benefits Drawbacks Examples

Single software 

image for on-

prem and cloud

Same software 

running in both 

models

Seamless

migration, 

integration

Often delivered 

by partners, 

varying 

scope/reach

Avaya, Cisco 

HCS, Interactive 

Intelligence, 

ShoreTel
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Emerging Differentiators

Hybrid Cloud

• Support for a mix of on-
premise and cloud services

• Native integration or third-
party federation

• Examples:

• Esna Officelinx

• Cisco Spark Hybrid Services

• SFB / Office 365

Cloud-to-Cloud Federation

• Integration “across” cloud 
services

• Examples:

• Fonality / Salesforce

• ShoreTel / Salesforce

• NextPlane UC Exchange

• Spark #IFTTT
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Cloud UC Components – As A Service

Communications Platform as a 
Service (cPaaS)

• APIs available to meet specific 
business needs (e.g. adding 
SMS notifications to an app, 
enabling “click-to-….”)

• Differentiated by cost, 
features, back-end network 
services

A Few Examples:

• Agora.io

• Cisco Tropo

• Flowroute

• Genband Kandy

• Plivo

• Respoke (Digium)

• Tokbox

• Twilio

• Zang (Avaya)
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Key Problems to Solve

 Identity

 Who holds the keys?  

 Single sign-on?

 Potential solutions: Radiant Logic 

RadiantOne

 Policy and security across 

cloud providers

 Finger pointing?

 Protocol translation?

 Security management?
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Cloud Costs
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Nemertes 2016 UC TCO Study

Evaluate data by vendor and size when sample allows

Covered both on-premises and 
cloud deployments

Gathered ratings by vendor of 
key financial/cost issues

Range of company sizes, 
industries

Focused on primary vendor

Though many companies use more than one provider, our questions focused on the primary 
vendor

Nemertes conducted research from January-March 2016

Interviewed 25 IT leaders in 
detail to establish parameters

Surveyed 274 IT leaders to 
gather additional data

Conducted stringent data 
integrity checks
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About Deployment Measurements

 Measurements of Cloud Deployments

 Capital: Includes endpoint devices and licenses, servers, other hardware purchased 

up front as capital.

 = Total capital costs / number of licenses

 Implementation: Includes staff time and third-party consultants and integrators

 = (Staff time * loaded hourly rate)+3rd party costs / number of licenses

 Operational: Includes staff time, equipment maintenance (if applicable), 3rd party 

managed services, training and certification

 = ((Number of FTEs * average annual loaded salary) +( equipment maintenance + 

managed services + training/certification)) / number of licenses

 Monthly service: Includes monthly service fee to provider, per license
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Participant Profile
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Broad Range of Industries*

*Detailed sub-vertical breakdown available

© Nemertes Research 2016    www.nemertes.com   1-888-241-2685   DN5176



18

Cloud IPT/UC Rollout Sizes in Study
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*Cisco rollouts come from a combination of providers and resellers, none of 

which had enough responses to count individually

Mean Median Low High

Alcatel 501													 300													 3																	 1,500										
AT&T 2,876										 1,100										 50															 20,000								
Cisco-Powered 5,966										 3,500										 3																	 20,000								
Microsoft 17,539								 77															 3																	 70,000								
Verizon 268													 50															 1																	 1,200										
Vonage 176													 200													 3																	 300													

Total 4,745										 500													 1																	 70,000								

Cloud	IPT	Endpoints	in	Rollout-2016

8x8,	Avaya,	Interactive	Intelligence,	NEC,	Ring	Central,	ShoreTel,	and	Unify	had	

responses	but	not	enough	to	be	counted	individually.
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Cloud IPT/UCC Annual Opex Per License
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*Note: Microsoft’s sample was weighted toward small rollouts

**No figures include handset rentals. That adds $147 to the median.
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Cloud Business Case
 Model changes to opex

 Exception is if you buy, vs. rent/lease, handsets, headsets, etc.

 Should have a fixed cost per employee

 Provides financial data for determining total costs of new hires

 Operational Metrics:

 Monthly license per employee

 Staffing to manage service, partner relationship, marketing/training, business-unit 

interactions

 Equipment maintenance, if you buy handsets and have maintenance package

 Training, certification (though most reduce or eliminate when going to cloud)

 Management tools (typically monthly opex with cloud services)

 Network capacity
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Cloud IPT/UCC
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Provider Monthly	License Number	of	Apps Cost	Per	App Staff	Per	License
Alcatel-Lucent 25.00$																				 3.00 8.33 517.71$																	
AT&T 32.50$																				 4.00 8.13 429.15$																	
Cisco-Powered 22.50$																				 4.00 5.63 314.18$																	

Microsoft-Powered 50.00$																				 3.00 16.67 1,782.00$														
Verizon 50.00$																				 3.00 16.67 942.31$																	
Vonage 20.00$																				 4.00 5.00 834.17$																	

Overall	MEDIAN 22.50$																				 3.00 8.00 455.00$																	
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Monthly License, by Platform Vendor
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Monthly Cost Per App, by Platform Vendor
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Cloud IPT: Handset Acquisition

© Nemertes Research 2016    www.nemertes.com   1-888-241-2685   DN5176

Trend  is toward 

buying handsets 

outright vs. rolling 

into monthly cost. 

2015: 60% rolled 

into monthly cost.

Buy	Outright Monthly	Rental

Fewer	than	500	licenses 125.00$													 8.00$																		

500	or	more	licenses 123.00$													 12.50$																

All	sizes	-	Median 125.00$													 12.25$																

Cloud	IPT	Handset	Costs
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Staff Changes Moving to Cloud
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6% 
Overall 

increase
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Changing Roles With Move to Cloud
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User Adoption

BU Relationship

Partner Management

Break-Fix

Note: Often, salaries for 

these positions are higher 

than IT salaries
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Annual staffing 

cost per license:

IPT = $876

UCC = $700

Data available on cloud, by vendor, by size
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Changes Moving Forward
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• “Trusted Advisors” get more budget

• Digital Transformation initiatives
BU 

management

• Must be a two-way street for success

• “Lobby” function to make sure your 
priorities align

Partner 
management

• Requires “marketing” of IT to employees

• Without adoption, budget will disappear

• Adoption helps drive business case
User Adoption
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IT Budget Per Employee Double for Trusted Advisors vs. Commodity

Mean: $12,223

Median: $7,143
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Pricing Considerations (Per User Costs)

Category Hosted On-Prem

Implementation Low High

First-Year Costs Low High

Subsequent Annual Costs High Low

Capital Upgrades (LAN/WAN) $159-$553 $159-$553

IP PBX Costs None High

Handsets / Headsets Varies, often included $10-$450

Management/Monitoring None $20k to $2 million

Staff .25 per year FTE Higher

Maintenance None 16% of capital cost

IT Training None $4,833 (median)
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Small Company Scenario
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Large Company Scenario
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Recommendations
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Recommendations

Evaluate cloud services based on your priorities:

• Saving money

• Better allocation of IT resources

• Agility

• Resiliency

• Security/Control

Look first toward commodity IT applications

• Email/Calendar/IM

Consider inflection points (e.g. license renewal, obsolescence of existing 
platform, or are planning a major upgrade)
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Recommendations (2)

Evaluate ROI, but also

• Billing models (all-you-can-eat versus per-use pricing)

• Supportability

• Security

• Resiliency

Understand cloud isn’t a one-time decision

• Have an ongoing cloud evaluation process in place 

• Even if cloud doesn’t make sense for you now, plan to revisit cloud 
offerings on a regular basis to stay abreast of service developments that 
may result in justifying future deployment
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Summary
 Cloud is less expensive than on-prem in year 1, generally, but not after 

that

 Licensing and staff costs are more expensive than on-prem opex

 Small companies are more suited to cloud

 Cost savings should not be the main driver—and build your business 

case that way!

 Agility is the key driver

 Show the value IT can bring to the overall organization and to the digital transformation by 

shifting keep-the-lights-on functions to partners

 You will need slightly more staff for cloud, but more importantly, a change 

in the staff composition

 Don’t overlook the integration, partner management, marketing required 

when moving to the cloud
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Thank you!

To participate in future research please contact me:

irwin.lazar@nemertes.com


