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these areas.

For Mathie

there is a definite
advantage to combining

everything through one
provider. “If you have everything
done through one provider you
don’t have multiple suppliers all
blaming each other if it doesn’t
work. You have one throat to choke,”
he says.

After the regulatory changes
that have shaken the market
in the past 20 years, there is
little new on the horizon from a
regulatory perspective, according
to Stephen Hearnden, director of
telecommunications at Intellect, the
industry association.

Instead, he says, “the difficulty for
many companies is knowing where
to go. Part of the problem is that
there is no central receptacle that

gathers all the suppliers.”

So how should buyers narrow the
field? Part of the problem is that
only a few suppliers actually own
infrastructure. These include BT,
which has the most extensive reach,
Cable & Wireless and Virgin Media.
Several other large providers,
such as Orange and 02, are able to
offer fixed line as well as mobile
and data services by leasing line
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companies can also offer a global
service. Below that are numerous
smaller suppliers that buy call
minutes from larger providers.
Buyers need to be aware of
certain geographical limitations
on supply. Hull has an entirely
separate infrastructure from the
rest of the UK. Colt Telecom has

SUPPLY MANAGEMENT

a dominant position

in Central London and

the City. Broadband in
remote parts of the

Highlands and Islands

not served by fixed

lines is provided
by a specialist satellite
provider, Avanti.

Giles Clifford, head
of IT and professional
services at

procurement services
provider buyingTeam,
says: “On the face of it there seems to be an enormous
number of telecoms suppliers. But if you've got a
particular requirement, and a very heavy presence in a
particular area, the options you can go for are probably
more limited.”

In Clifford’s view the major players and international
telecommunications companies are most competitive if
you want global or highly complex deals.

For more niche requirements, however, buyers may
have to consider specialist providers. Organisations such
as banks with their stringent security and data transfer
requirements, local authorities, health providers and
even betting shops have specialist needs that large
providers cannot always meet. In some areas such as
financial services in the City, buyers complain that there
is little choice between suppliers.

For vendors, meanwhile, the growing prevalence of
e-auctions in this field has been particularly unwelcome.
Miloud Bensaada, managing consultant at Orange
Business Services, echoes the views of many suppliers
when he says it is impossible to truly compare vendors
using such a blunt instrument. A crude emphasis on
price destroys relationships between vendor and buyer,
he adds, and gives an unrealistic picture of a supplier’s
true range of products and services.

For Bensaada the complexity of developments

such as unified communications (which integrates
multiple communications devices) and telepresence (a
sophisticated form of videoconferencing) have added to
the challenge for buyers. These platforms have made it
more difficult for procurement and even 11 departments

to keep up. For large, complex projects, Bensaada

Even betting shops have
specialist needs that large
providers can't always meet

advises the use of telecoms
consultants. Without them buyers
might be building costly, redundant
specifications into a tender.

“You might be buying hardware
that’s already reliable. By specifying
you want X amount of reliability
you drive the price up. A telecoms
consultant can help stop that
happening,” he says.

Joanne Hesketh, group
procurement director at Torex
Retail Holdings, who spent more
than 20 years working in IT, agrees
that telecoms consultants have a
role to play in helping procurement.
She says buyers should wherever
possible be part of an integrated
team that also consists of a legal
and telecoms expert. If in-house
expertise is unavailable an outside
telecoms specialist should be hired.

Hesketh also points out that
early discussions of price may be
irrelevant. For example, a supplier’s
price for installing a cable network
would be meaningless until it had
carried out a site survey.

“What if a site survey found they
needed to dig up a railway line to
install a cable? That would hugely
increase the cost,” she says.

Hesketh advises issuing a request
for information (RFI) with a
clause that allows the buyer to use
the intellectual property such as
diagrams in the response.

“An RFI is a great way of saying
this is our problem; how do you
propose we solve it? You'll get some
fantastic free answers,” she says.

During any contractual
negotiations there are certain
clauses to look out for. Douglas
Mathie highlights the existence of
dangerous force majeure clauses
1 the contracts o1 many smaller
suppliers which lease networks
from larger providers. Among the
many “acts of God” often covered
by these contracts is one that frees
suppliers from liability if their own
sub-contractor fails to supply to

them.

Mathie also advises buyers to
ensure they specify a requirement for

“separate nodes of failure” - a clause
which ensures traffic is not routed
through a single connection and
therefore vulnerable to disruption.

“You don’t want a single
jackhammer to take out your entire
data network,” says Mathie.

In practice it is almost impossible
to guard against this happening but
a well-written contract will ensure
legal redress in case it does.

Organisations wishing to stop
short of outsourcing their entire
telecoms provision but that struggle
with multiple bills and suppliers
may wish to consider other services
on the market. There are, for
example, benchmarking companies
which audit and compare suppliers.

Another option for organisations
with relatively large complex
telecoms usage is to contracta
company to consolidate billing and
services from existing suppliers.
One example of this is Hartwell, a
motor dealership franchise, which
contracted Azzurri Communications
to handle voice services.

Alan Hancox, group purchasing
manager at Hartwell, says the
company was finding it hard to
manage its communications because
of a proliferation of suppliers across
its sites. This was made worse
through rising mobile use, high levels
of premium-rate calls, non business-
related calls and inactive lines.

“With so many suppliers and
bills and with so many voice and
mobile elements, budget control
was becoming increasingly hard. We
wanted to not only reduce the cost
of our voice services but if possible
bring these all under one supplier,”
he says.

Azzurri consolidated all of the
company’s suppliers under one
service, giving the company fixed
price voice services for two years with
a single bill. According to Hancox,
the arrangement has simplified
supplier management as well as
cutting bills by nearly 26 per cent.
Smaller organisations, with less
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You don't want a single
jackhammer to take out
your entire data network

purchasing power, can look at other ways of reducing
their telecoms spend. Lance Pearson, managing director
at procurement broker Utility Watch, says: “Anyone still
with BT on a standard tariff needs to take a good hard
look at what else is out there. If someone says they can
get you calls at a penny a minute they can probably get
them at 0.8 pence per minute.”

Pearson cautions buyers to guard against rolling
contracts, which are increasingly popular in the
industry. He also points out that elements of billing such
as the cost for connecting calls may have more impact
on the final bill than costs per minute.

Chris Earle, operations director at SME telecoms
provider Unicom, adds that there are several services
that can benefit SMEs. Smaller businesses should
contemplate using an 08 business number rather than
a fixed line number because 08 can be redirected to a
new number if the business moves, reducing the need to
change stationery or marketing materials.

In the world of telecoms purchasing, mobile
devices cause a special headache of their own. Fiona
Carpenter, vice-president, global procurement services,
at State Street Bank, describes the frustration and
labour-intensive process behind purchasing the firm’s
BlackBerry devices.

“There’s a lot of BlackBerry envy,” says Carpenter.
“We tried to consolidate on to one device but people
want the latest upgrade.”

The organisation’s inventory of BlackBerrys
has gone from 100 to 1,000 in two years and
Carpenter says it is now a full-time job for
someone to keep control of stock.

According to research by
Gartner, mobile telecoms
is an area where
companies could
save 35 per cent
by implementing
a usage policy,
which sets out the
company’s stance
on what the devices
can be used for, security
provisions and spending
limits.

So what of relatively
new concepts such as
VOIP and unified

communications? There was little
enthusiasm among buyers SM spoke
to regarding VOIP, partly because
many believed that in the past the
infrastructure costs of installation
have offset expected savings.

Mike Gatty, a specialist in
telecoms procurement at Azzurri
Communications, says: “The
business case for VOIP is when you
have lots of your own sites making
lots of calls to each other. In that
environment all of your calls would
become free because you're not
paying standard toll charges.”

Miloud Bensaada says recent
economic conditions have
slowed down the move to unified
communications. Finance directors
are increasingly reluctant to give the
go-ahead to infrastructure spending.

It is, nevertheless, the buzzword
of the telecoms industry. Buyers can
bet that this platform, which allows
users to access any device, media or
communication device such as mobile
handset, voicemail or email inbox, via
any other, is not going away.

Certainly, Bensaada believes so. “It
isn’t a question of whether we will get
there, it’s a question of when.”

Telecoms buying, it seems, is not
going to get any easier.

Andy Allen is a freelance journalist



zuzana.virbova
Highlight


