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Executive Summary

Small and midsized businesses face several key
challenges brought about by an increasingly mobile
workforce. Many are finding that their traditional
phone services aren't reliable or flexible enough to
meet changing patterns of work and customer needs.

As a result, many are seeking alternatives to PBX
telephone systems that have become obsolete,
expensive, and labor-intensive to manage. According
to recent UBM Tech research, more than 59% of small
and midsized companies would consider a hosted or
virtual alternative to traditional PBX or Key systems.
Respondents to the survey perceived that cloud-
based systems would address many of the primary
motivations for considering the replacement of their
current telephone systems.

Yet challenges in implementation are among the
remaining barriers to wider adoption of this alternative
to the traditional approach.
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s the nature and location of work has changed

over the past several years, organizations are

increasingly seeking flexible communications
that support in-office as well as remote employees (and
those who move among multiple locations). Employees
at organizations of all sizes have become increasingly
dependent on communications systems to keep pace
with the new mobile work style. The most successful
companies will be those that leverage technology
to empower their employees, removing obstacles to
their success, and engage this new workforce in ways
that will drive the business. New communications and
collaboration tools are needed to effectively tie together
and promote teamwork among dispersed workers.

Many companies, but particularly small and midsized
businesses, are finding that their traditional phone systems
aren't reliable or flexible enough to meet these changing
patterns of work and customer needs. As a result, many
are seeking alternatives to PBX telephone systems that
have become obsolete, expensive, and labor intensive to
manage. Recent UBM Tech research, based on a survey
of 228 IT directors, networking decision makers, and other
senior management executives involved in purchasing
telephone systems and unified communications services
at small and midsized companies, revealed that a signifi-
cant 59% of companies surveyed would consider a hosted
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or virtual alternative to traditional

PBX or key systems (see Figure
1). That number isn't surprising,
given that Infonetics Research

predicts that the number of seats

for hosted business VoIP and

unified communications services

is on track to more than double
between 2012 and 2016.

To date, SMBs with fewer than

500 employees have been the
early adopters of cloud-based
VolP services. GrowthMark con-

ducted a survey of more than 850

Survey Methodology

In June 2014, UBM Tech con-
ducted an online survey on behalf
of Comcast exploring Unified

Communications and hosted cloud-

based Virtual PBX as an alternative
to traditional telephone systems.
The target audience for the
survey was business technology
professionals involved in purchas-
ing telephone systems and unified

communications services at small to
midsized companies. A total of 228
qualified respondents comprise the

final data set. Just over half work
at companies with fewer than 100
employees, and just under half are
from companies with 100 to 999
employees. One third of respon-
dents hold top executive titles
(such as CIO, CTO, CEQ, CFO),

and they work in a variety of vertical

industries.

The greatest possible margin
of error for the total respondent
base (N=228) is +/- 6.5 percentage
points. UBM Tech was responsible
for all programming and data
analysis. These procedures were

carried out in strict accordance with
standard market research practices.
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Figure 1. Would your company consider an
alternative to traditional PBX or Key systems?

BMYes HENo M Notsure

DATA: UBM Tech survey of 228 business technology pro-
fessionals involved in purchasing telephone systems and
UC services at small to midsized companies, June 2014

Figure 2. What are your company’s primary
motivations for considering the replacement of
your current telephone system or PBX?

Old or obsolete equipment

54%

Too expensive and labor intensive to manage and maintain
31%
Not a modern IP communications system
27%
Unreliable performance and poor voice quality
22%
Does not support unified and integrated business communications services
22%
Does not support free on-net nationwide/international voice calling
19%
Not scalable enough to meet the needs of our fast growing company
14%
Frequent need for software upgrades, moves, adds, and changes
12%
Disaster recovery problems and limitations
10%
Does not meet the needs of our dispersed remote and mobile workforce
10%
Does not support user friendly voice and text messaging features

10%

NOTE: Maximum of three responses allowed

BASE: 59 respondents who are considering replacing their current telephone systems or PBXs
DATA: UBM Tech survey of 228 business technology professionals involved in purchasing
telephone systems and UC services at small to midsized companies, June 2014
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Figure 3. What are the top challenges you
face in the selection of a new IP-based PBX or

telephone system?

Selecting a system with low maintenance costs and minimal learning curve

51%

Selectin? a system that will not become obsolete and
e

unreliable in a few years

48%

Selecting a system that will streamline the way we communicate

42%

Ensuring this system is scalable enough for our fast growing company

39%

Selecting a technology that gives you a business advantage

37%

Ensuring this system is flexible enough to satisfy our mobile workforce

20%

NOTE: Maximum of three responses allowed

BASE: 59 respondents who are considering replacing their current telephone systems or PBXs
DATA: UBM Tech survey of 228 business technology professionals involved in purchasing
telephone systems and UC services at small to midsized companies, June 2014

SMB owners and decision makers
across North America in March
and April 2013, which found that
20% of the SMBs surveyed were
already using IP communications.
Companies that are considering
the replacement of their current
telephone systems are driven to
do so by the age or obsolescence
of their equipment, the costs
associated with managing and
maintaining that equipment, and
the need for modern communica-
tions features (see Figure 2, p. 2).
The research also found that
many companies are reluctant to
invest in a communications system
with associated high maintenance
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costs and steep learning curves.
Respondents who are considering
replacing their current telephone
systems say they are challenged to
select a new IP-based PBX that will
not become obsolete and unreli-
able in a few years (see Figure 3).
After all, the rapid changes of the
last five years quickly rendered
their traditional PBX systems
unable to support the anytime,
anywhere communications neces-
sary to support an increasingly
mobile workforce.

Cloud-based, hosted enterprise
applications are clearly playing
into organizations’ future strate-
gies (see Figure 4). Currently 57%

of the companies surveyed already
use cloud-based business applica-
tions, and another 15% plan to use
them in the future.

Cloud-based managed phone
services provide a virtual PBX that
offers features that are easy and
intuitive to use and that help com-
panies run a faster, more efficient
business. Because everything is
managed in the cloud, there is no
need to make the major capital
and hardware management invest-
ment that typically comes with
traditional PBX phone systems. In
addition to making it possible to
minimize capital expenditures on

Figure 4: Does your
company currently
use cloud-based
business applications?

M Yes B No

M Not yet, but planning to
in the near future

Data: UBM Tech survey of 228 business
technology professionals involved in
purchasing telephone systems and UC
services at small to midsized compa-
nies, June 2014
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expensive hardware, cloud-based
phone services remove the need
to hire staff to monitor the system.
There's also no need to keep pur-
chasing the latest technology, since
the constant evolution of hardware
is maintained in the cloud.

Nearly half (49%) of those sur-
veyed reported that they are
familiar, quite familiar, or very famil-
iar with cloud-based virtual PBX or
hosted phone systems (see Figure
5). At the same time, 23% charac-
terized their familiarity as neutral,
and 27% reported limited familiar-
ity with cloud-based virtual PBX or
hosted phone systems.

Respondents to the UBM Tech
survey consider the following to be
the top advantages of a virtual PBX
service versus a traditional phone
system:

* Reduced communications costs

* Ability to access critical

business applications from
anywhere

* Increased scalability and flex-

ibility

* Improved employee productivity

* Enhanced support for mobile

workers and devices

This indicates that the companies
surveyed have a healthy level of
awareness of cloud-based virtual
PBX advantages (see Figure 6).
These respondents are also aware
that a mobile smartphone app
can be used to extend benefits so
the workforce is fully connected
anytime, anywhere. The added
benefits of unified communications

<« I a |

Figure 5: How familiar are you with cloud-based
virtual PBX or hosted phone systems?

INot at all familiar NeLftraI VeryfamiliarI
1 4 7
1%
15% 12% 23% 19% 17% 13%
[ | [ |
I I
Not familiar Familiar

Data: UBM Tech survey of 228 business technology professionals involved in purchasing
telephone systems and UC services at small to midsized companies, June 2014

Figure 6. What are the top advantages of a virtual

PBX service versus a traditional phone system?

Reduced communications costs
54%
Ability to access critical business applications from anywhere

40%

Increased scalability and flexibility

40%

Improved employee productivity

37%
Enhanced support for mobile workers and devices
35%
Improved reliability/availability of solutions
23%
Easier/faster deployment of solutions
17%

Enhanced communication among employees, customers,
business partners

12%

Reduced travel costs

vy
X

Increased security and improved business continuity

8%

NOTE: Maximum of three responses allowed

BASE: 65 respondents who are considering a hosted cloud-based Virtual PBX in lieu of a
traditional phone system

DATA: UBM Tech survey of 228 business technology professionals involved in purchasing
telephone systems and UC services at small to midsized companies, June 2014
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features and HD-quality phone
service can make this option even
more compelling.

The top three advantages
respondents cited for having uni-
fied communications functionality
hosted in the cloud, according
to the research, include better
support for remote and mobile
workers, easier-to-manage collab-
oration features, and enhanced
disaster recovery (see Figure 7).

More than half (54%) of respon-
dents indicated it is very important
that a solution include a complete
package, including hosted PBX
services, unified communications,
and state-of-the-art phones with
high-definition audio quality with
video options (see Figure 8).

Barriers to Adoption

Only 10% of survey respondents
reported that their companies
would not consider an alternative
to traditional PBX or key systems.

Figure 7. What are the top advantages for
having unified communications functionality

hosted in the cloud?

Better support for remote and mobile workers

48%

Easier to manage collaboration features

Enhanced disaster recovery

47%

42%

Efficient integration of mobile messaging, email, and IM

37%

Convenient audio and video conferencing

35%

Automatic feature and software upgrades

Note: Maximum of three responses allowed

33%

Data: UBM Tech survey of 228 business technology professionals involved in purchasing
telephone systems and UC services at small to midsized companies, June 2014

Some have already evaluated
these alternatives and deter-
mined they do not meet their
needs, while others prefer to use a

Figure 8. How important is it that a solution
includes a complete package including hosted
PBX, unified communications, and state-of-the-

art phones?

Not at all familiar ~ Neutral
L |

f T
1 4

8% 4%4%

30%

Very familiar
7
14%

20% 20%

I
Important

Data: UBM Tech survey of 228 business technology professionals involved in purchasing
telephone systems and UC services at small to midsized companies, June 2014
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traditional PBX or key system that
has met their needs in the past.
Twenty-seven percent of those
who indicated they would not
consider alternatives to traditional
phone systems said the primary
reason is that they are not familiar
enough to select a cloud-based
virtual PBX or communications
solution, while 17% say they are
still in the early stages of their
cloud strategy, and another 17%
are not convinced about real cost
savings associated with cloud-
based communications.
Respondents to the UBM Tech
survey demonstrated a general
awareness and relatively high level
of acceptance of fully managed
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cloud-based telephone and uni-
fied communications services.
These respondents recognize
the potential economic value of
a virtual service alternative to
traditional PBX or key systems
that allows them to reduce their
capital expenditure on expensive
phone system hardware, while
saving on maintenance, unlimited
nationwide calling, and free on-net
calling where monthly costs will be
predictable.

They also value a simple, power-
ful, and scalable communications
solution that will grow with them,
with most feature functions in the
network.

But respondents also identified
certain barriers to adoption and
challenges in implementation,
including:

* Not being convinced about
the real cost savings asso-
ciated with cloud-based
communications

* Requirements that their
organizations retain direct
control over voice and unified
communications

 Concerns about security, privacy,
and regulatory compliance

In order to drive adoption

beyond the first wave of early
adopters, these concerns must be
addressed and a financial model
must be created to demonstrate
the savings in total cost of owner-
ship over a 5- to 10-year period.
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