The Art and Science of Wireline Expense Management

Best Practices That Are Proven to Yield Significant and Long-Term Cost Reduction

_____________________________________________________________________________________________________________________

Background: (need title section)
It’s a well-known truth that telecommunications is one of the top five expenses for business organizations today.  In fact, telecom services cost the average Fortune 500 corporation over $100 million annually. 
But before you chalk it up to the sheer “cost of doing business,” consider this:  According to Gartner, 8-12% of telecom invoices are erroneous—most often in the carrier’s favor.  This is further compounded by a lack of internal telecom management controls on the company’s part, leading to even more financial waste and abuse.  The end result is that most medium- to large-sized companies are forfeiting millions of dollars a year in wasted telecom spend. 

The good news is that by proactively managing their telecom expenses, businesses can get a better handle on their budget and significantly defray costs. One area in particular that tends to be overlooked when it comes to cost reduction is the wireline network.  By adhering to a comprehensive set of best practices in managing fixed line spend, companies can easily realize a yearly savings of 20-25%—savings that can then be reinvested into critical revenue-generating activities.  

Wireline: An Oft-Overlooked Savings Opportunity

Although traditional wireline voice usage is in decline as more companies and users switch to VoIP and mobile communications, landline, voice and data expenses still represent a large chunk of the telecom budget.  Furthermore, it’s an area ripe with cost savings potential. Below are just a few of the reasons why:

· Changes to business are not always reflected in the wireline infrastructure. When this happens, a company inevitably ends up paying for services and lines it no longer needs, month after month. 

· For example, when a company downsizes or closes its offices, is it right-sizing its telecom network at the same time? 

· A company’s various sites are often “over-trunked” with too much capacity as workers increasingly rely on email, instant messaging and cell phones as a primary means of communication.  

· Visibility into wireline charges is poor due to legacy carrier billing systems.

· Wireline is a highly competitive service with the potential for constant price reductions.

· The carrier’s billing is “open,” meaning that third-party vendors are free to tack on frivolous charges as long as they have the company’s account number. 

· Billing is often decentralized, leading to an inability to leverage major volume purchase discounts. Decentralization also makes it nearly impossible to monitor contract compliance and out-of-process spending by employees. 

· Most companies lack the time and proper resources to validate charges on invoices and file disputes with carriers, leading to continuous payments for erroneous circuits, services and fees. 

With multiple carriers and hundreds of complex bills rolling in each month, getting a handle on wireline spend is an epic task for any organization.  In theory, ascertaining the accuracy of invoices would require every one to be reconciled against the original carrier contracts.  The contracts must be reflective of the wireline infrastructure, which ideally fits the exact needs of the organization and its users.  Meanwhile, companies must have a definitive way to keep track of the lines and circuits that are activated and deactivated on an ongoing basis in order to keep the integrity of their inventory intact. 

TEM and Audit Firms: Help in Taming the Telecom Beast

Given the sheer magnitude of wireline expense management, it’s no surprise that many organizations look to outside firms for help.  Indeed, companies that claim to specialize in telecommunications expense management (TEM) and telecom auditing have all but saturated the marketplace in recent years, promising clients big time savings and a substantial reduction in their wireline expenses.  It’s a virtual siren’s song to companies that are overwhelmed with stacks of invoices and out-of-control costs. 

However, there is a certain science to wireline expense management, one that still eludes the majority of TEM and audit firms today.  Prior to selecting a TEM partner, a company should question the validity of that firm’s approach to reducing wireline costs. Does it merely scratch the surface, yielding impressive yet fleeting savings? Or does it peel back the complex layers of wireline spend, one by one, to unearth hidden cost-cutting opportunities and set the stage for long-term expense reduction? 

Two Approaches to Wireline Cost Reduction: Which Yields the Greatest Return on Investment?
At the core of any wireline cost reduction program should be five key objectives:

· Perform a thorough telecom inventory cleanup. 

· Identify savings opportunities and define steps to realize those savings. 

· Cost-effectively coordinate the removal of unnecessary services and recover refunds from telecom vendors.
· Provide greater visibility into the existing telecom inventory and spend. 

· Establish processes to maintain a clean telecom inventory going forward.
Although many firms share the TEM label, it has become clear that not all practice telecom expense management in the same way.  Two distinct approaches have emerged, each relating to the breadth and depth of processes a firm uses to optimize a client’s wireline network and spend.  For businesses, the key difference lies not only in the degree of savings ultimately attained, but also the sustainability of those savings. These two approaches are outlined in detail below. 

The Most-Practiced Approach: Invoice Processing and Auditing 
This approach to wireline expense management—utilized by most TEM firms today—usually incorporates an array of managed services to relieve the client of administrative burden and create better cost controls. These services may include invoice processing, invoice validation, quoting (for competitive service and equipment rates), inventory management, dispute resolution and contract management.  

The following activities are typical of this widely practiced approach:

· The client’s wireline inventory is created from invoice line items. 

· Specialized software tools are used to aggregate usage and billing data.

· The firm uses electronic feeds from carriers to process and pay invoices; it also processes and pays paper invoices.  

· Auditors survey the marketplace to find the most competitive rates on services and equipment. 
· Analytic tools automatically check for variances in billing elements from month to month, but may not reconcile to service inventory, contracts and tariffs prior to payment processing. 
TEM firms that subscribe to this approach are often very successful in eliminating “low-hanging fruit” – in other words, the glaring billing discrepancies and inappropriate rates that are eating away at the client’s telecom budget.  Under the best circumstances, this may result in an immediate savings of 8-12% of total annual spend. 

However, while it looks nice on the surface, the caveat with this cost reduction approach is that it’s missing one critical step:  right-sizing the wireline network to the lowest possible cost and to fit the actual needs of the client’s organization.   

As mentioned earlier, a company’s telecom network is typically not kept in tune with the evolution of its business.  Therefore, by not starting with a clean baseline inventory, a TEM firm is building their process on a deeply flawed foundation.  The client’s organization continues to change, and its infrastructure grows increasingly out of sync with its wireline costs. 

The fact is that most telecom expense management firms have fallen short on the critical inventory piece and instead have focused exclusively on invoice processing, invoice auditing and cost allocation.  Their approach, which is considered incomplete by many industry experts, has resulted in lower-than-expected savings for their clients. The true cost reduction potential is never achieved. 

The “Best Practices” Approach: Reengineering and Optimization of the Wireline Network
This far more comprehensive, “best practices” approach to wireline expense management is utilized by very few TEM and audit firms today, yet is most effective in yielding long-term, hard-dollar savings for business organizations.  The key component of this approach is an exhaustive analysis of both invoices and the physical network, performed by trained telecom experts. This crucial cost take-out exercise is designed to reconfigure the wireline network to its lowest possible cost, based on what services are actually needed at each location. 
To maintain the resulting optimized environment, the initial audit and optimization should be combined with services for ongoing management of the wireline inventory. These services should include a periodic refresh of invoice auditing and services optimization, provisioning support, cost allocation, validation of savings, and invoice consolidation.  Ideally, the entire program is visible to the client through a user-friendly online portal, which can also be used to create customized budgets and reports. 

The disciplines involved in a true telecom expense management initiative are many, and all must be performed to deliver the maximum return on investment for the client.  Below are wireline expense management “best practices” that are proven to drive significant and long-term cost reduction. If a TEM or audit firm is not following these practices, their clients are undoubtedly missing out on the substantial savings that can come from proactively analyzing and managing their spend.
Phase 1: Creation of Baseline Wireline Inventory

A detailed and expansive data collection methodology is used to create a comprehensive baseline inventory.

The data collection process aggregates and cross-references data from sources such as:

· Customer service records (CSRs):  CSRs contain line-level detail that cannot be found on invoices, including the physical location at which lines terminate, the service address of each facility, and the long-distance carrier on every line. 

· Invoices:  These can be provided in paper or electronic format. As billing disputes are identified, additional invoices may be required for corresponding accounts.
· Site lists:  The firm cross-references the telecom inventory against the client’s site list to ensure there is no billing activity for closed or invalid sites.
· Disconnect orders:  The TEM firm requests a list of any disconnect orders placed with vendors over the past year and then validates that the disconnected inventory has been removed from the billing.

· Pre-existing exception lists:  Pre-existing orders and disputes are reviewed and excluded from the audit.

· Account payable information:  A General Ledger extract of telephone expenses is used to reconcile the amount of spend and account numbers as found on the invoices. This information confirms that no invoices are missing.

· Carrier contracts:  As invoices are audited for accuracy, carrier contracts are thoroughly reviewed as well as associated tariffs and service guides.

· Letters of agency (LOA):  The LOA is an authorization letter that allows the TEM or audit firm to contact the vendor in order to obtain additional information, file for refunds and coordinate the required provisioning activities.

The process of collecting all of the necessary information pertaining to a client’s wireline network can be time-consuming and labor-intensive, and requires diligent follow-up on the part of the TEM firm.  Once all of the source data has been obtained, the firm utilizes it to build the baseline inventory for the initial audit and optimization.  
Phase 2: Audit of Service Costs

	Benefits:

· Recover overpayments due to vendor billing and processing errors

· Eliminate overpayments due to outdated pricing 

· Initiate remediation with vendors to prevent billing errors from reoccurring


After the baseline wireline inventory is complete, the data is analyzed for quick savings attainment. In this phase, the TEM or audit firm digs deep for cost reduction opportunities, covering areas such as:
Nominal vs. actual charges 

Each wireline charge should be reviewed by the firm in order to ensure that the negotiated discounts, tariffs, waivers and credits have been applied. If the actual charge does not match the expected charge, the firm should initiate a dispute process with the vendor.

Disconnected lines and circuits still billing

It is important to review the invoices after disconnection activity in order to ensure that line and circuit charges are removed from the invoices.  There is often a discrepancy between the customer order and the vendors’ billing systems, which results in removed lines and circuits continuing to bill.
Closed sites still billing

Companies need strong procedures in place to ensure that all closed sites have their telecommunications charges stopped. All audits should compare an active site list against a site-based billing inventory to ensure charges have ceased. Credits can often be received if the customer can find correspondence informing the vendor that a site has been shut down.

Fraudulent service charges (also known as “cramming”)

The Telecommunications Act of 1996 allowed third-party companies to place their charges on consumers’ telephone bills.  Unfortunately, this paved the way for numerous companies (“crammers”) to insert their charges on businesses’ invoices under names that may seem innocuous and legitimate, but are indeed fraudulent. A thorough audit of these third-party charges is required are on a regular basis. Once the fraudulent charges are identified, requests for refunds from the vendors can be made and blocks put on the line to prevent such charges in the future.
Long-distance traffic on the wrong account (“slamming”)

Companies often go to great lengths to negotiate the best deal on their voice usage rates, only to find out the traffic is not routed (“PIC’d”) to their preferred vendor.  A TEM or telecom audit firm should review the client’s invoices for usage and flag the calls charged at higher-than-contracted rates. All long-distance traffic should be routed to the preferred vendor and a “PIC freeze” put on the line so the traffic cannot be moved easily and without the company’s consent.
Unneeded features
Too often, companies pay for wireline features that are simply unnecessary. Why pay for
· Voicemail, when the PBX covers it
· Inside wire maintenance

· Remote call forwarding, after the office changed locations months ago 

· Direct inward dial (DID) numbers, if you can have them covered by the provider? 
The TEM firm must go beyond reviewing the invoice totals to looking at the features on the line (often only found in CSRs or network reports that are available upon request). A detailed inventory should be built at the USOC level and queries should be run against the data to ensure cost consistencies and isolation of the unnecessary features.

After the audit, the TEM or audit firm should issue a recommendation report for the client that includes detailed information on its findings.  Following the initial implementation of cost-reducing changes, a periodic refresh of the audit and optimization process should be conducted to ensure cost avoidance and additional cost take-out throughout the year.
Phase 3: Site-Based Optimization and Engineering Analysis

	Benefits:

· Ensures billed services are active and required

· Confirms all services are right-sized and properly configured

· Ensures network is technically optimized to deliver services at lowest cost possible


Leveraging the extensive inventory build at targeted locations, the TEM firm should conduct a thorough network optimization review to confirm that services are active and efficiently configured to address the client’s business needs. This review should encompass:
Line and circuit studies
Line and circuit studies need to be done at the site level. Every site should be reviewed to match demographics according to the telecom infrastructure. Each line and circuit must be identified for use (i.e., fax, elevator, voice, data, modem), and the ones that are no longer needed should be disconnected. 

Determining the unnecessary lines can be accomplished by studying usage, performing ring tests, and/or sending a technician on-site. GSG’s experience has shown that a site technician deployment is highly useful and cost-justifiable at sites with over 50 lines.  In fact, our findings show that a detailed line and circuit study by site will lead to a minimum 20% savings on local telecom services. Moreover, a site visit by a technician gives the client added peace of mind and more confidence to approve the removal of elevator and alarm lines from billing. 

Data circuit review

Data circuits should be reviewed for contract compliance, location integrity and capacity planning. GSG has seen numerous instances where clients have negotiated special deals on the data network (i.e., backup circuits at lower cost), only to find out that the carriers cannot invoice the terms correctly.  Additionally, circuit termination points need to be confirmed against a valid site list. Circuit components should not bill when a master service has been disconnected, and infrastructure costs should match utilization needs.

A thorough data audit requires a TEM firm to gather multiple reports and studies, map out the network, translate the contract terms, and assemble a coherent and unified study for the client. This takes trans-disciplinary acumen and a systematic approach to deliver the greatest impact.
The end result of a site-based optimization and analysis should be a detailed report that includes information on all the engineering-based cost savings opportunities as well as recommendations on how to achieve the savings. Such recommendations may include change line type, re-rate per lowest tariff, and suspend for inactivity, and should then be presented to the appropriate decision-makers for evaluation.

Phase 4: Equipment Maintenance Contracts Review

In this phase of the best-practices wireline cost reduction process, information gathered from the technician’s site visit is utilized to evaluate the capacity and state of the PBX. This data is then compared to the telecom facilities and analyzed for the following: 

Hardware Reuse. PBX hardware that is found to be over-provisioned at one site may be required at another site. Identifying these instances can enable the client to avoid the costs of additional hardware during card failure or circuit expansion requirements.

Maintenance Contracts.  By identifying overcapacity in the PBX, a TEM firm should also be able to reduce the associated maintenance costs. For example, if a maintenance agreement is based on a phone system that supports 800 people at a location—and the TEM determines that the system needs to support only 300 people—the maintenance contract should be adjusted to fit the downsized system. GSG was able to save one client $50,000 simply by right-sizing a single maintenance contract.
Phase 5: Acceptance, Approvals and Change Implementation

All findings from the audit and optimization should be presented in an intuitive reporting format that allows the Telecom Manager to accept, reject or investigate the evaluations.  Following sign-off from the client, the TEM or audit firm should move forward with the implementation of changes. 

Getting the telecom vendors to implement all of the approved changes is a challenging task. It is therefore imperative that a TEM or audit firm has the capability not only to make the recommendations for changes, but to also carry through the provisioning with vendors. This means placing change orders as well as confirming that the proper credits and savings took place—and if not, following up tirelessly with carriers to make sure this happens. 

There is also an art to obtaining the maximum amount of wireline credits and refunds. A TEM firm must have a working knowledge of filing claims through vendor systems.  They must also ensure that the credits or refunds cover the span of the billing error and include all taxes and OCCs (other charges and credits).
Many of the changes to a client’s wireline infrastructure require a detailed-oriented telecom engineering team to ensure proper provisioning. It is possible for an inexperienced team to take down a site or remove critical features on a line, so companies must choose their TEM partner carefully when provisioning is involved.
Phase 6: Inventory Portal 

	Benefits:

· Provides a clear view of wireline inventory by client site

· Provides a real-time snapshot of cost savings progress

· Enables a repeatable internal order management process to maintain the integrity of the wireline inventory


A TEM or audit firm should ideally provide each client with a Web-based inventory portal that provides visibility into their wireline network as well as their savings progress.  This portal should offer a clear, centralized view of the wireline assets at every physical location--information that cannot be obtained from a master invoice or invoice processing tool. 

The portal should include:

· A site-by-site inventory of lines, trunks, circuits and associated costs as well as contracts, billing information, equipment details and site demographics 

· Details on each change order placed, including carrier, order number, order confirmation date and savings amount

· An executive-level snapshot that details refunds received and annualized savings results

· A provisioning or MACD (move, add, change, delete) module to ensure that new lines and services are ordered under the appropriate contract

· Access rights for remote site managers so that they can view or update their local inventory

· Business intelligence tools for reporting, budgeting and analysis 

Phase 7: Billing Consolidation (Maybe omit this as a phase and just make it part of previous phase)
Beyond the hard-dollar savings that result from a proper wireline expense management approach, there are tremendous soft-dollar benefits as well. One key area where this is found is billing consolidation. 
A TEM or audit firm should attempt to aggregate the client’s spend into a few key master accounts, separating usage and fixed accounts if possible to simplify the monthly auditing process, and converting as much billing away from paper to electronic media as possible. The vendor portals are improving daily, and with the appropriate billing consolidation plan, a lot of employee angst and energy can be alleviated. Monthly cost allocation and reporting routines can then be simplified for the client’s internal team or with an outsourced vendor. 
Conclusion

Ideally, wireline expense management integrates technology, data and people into one consolidated system in which all participants are interlinked and interdependent.  It brings a standardized set of refined processes that can be repeated across an organization to create and maintain a cost-optimized environment.  Provided that the proper partner is selected, an ongoing relationship with a TEM firm can help a company:

· Maintain a complete and accurate inventory of every wireline asset at every location
· Optimize its existing network infrastructure
· Pay its wireline bills in a timely manner
· Negotiate more favorable contracts with carriers
· Confirm the accuracy of its invoices

· Assess the impact of its wireline network on its bottom line

· Allocate costs back to the appropriate division or department
· Order the right services and equipment at the right cost
· Forecast future network costs and build an accurate budget
· Gain critical insights from centralized data reporting and analysis
Wireline optimization and design is a mature craft that should be handled only by the most seasoned telecommunications professionals. Reengineering the highest-performing network at the most economical cost requires the right processes and the right type of telecom talent.  When exploring potential TEM partners, companies should exercise extreme due diligence to find one that offers both.  
About GSG

GSG has enabled some of the world’s leading brands to realize millions of dollars in savings on their annual telecom spend. The strength of our Wireline Cost Reduction Program lies with the rigorous and detailed methodology utilized to build a clean, site-based inventory and locate cost take-out opportunities above and beyond our TEM competitors.
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