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(
Although there have been grand plans over the years to consolidate disparate billing systems at large service providers, the chances are almost nil that they will come to fruition even in the next 15 years because there is really no justified business case for such upgrading of platforms.  There would be a huge cost in the integration of solutions for older, grandfathered services with newer ones (probably as much as $200 million).  Two other major reasons that would prevent a major overhaul will continue to an unacceptable amount of downtime in replacing the existing platforms and the limited guarantee of product stability with consolidation.  All Tier I carriers have to deal with the reality of a proliferation of systems that simply are not going away any time soon and will not lend themselves to a big-bang conversion.  They will have to settle for an evolutionary, step-by-step approach that over time collapses and eliminates redundant infrastructure.

(
Consequently, the trend has been towards outsourcing for off-the-shelf billing packages and/or to the use service bureaus including IBM and EDS.   In addition to getting a better economic deal (as much as a 30% cost reduction) and to achieving faster time to market, there is also more rigor in the overall development process as the telephone company makes its changes. There is a tendency to be a little less diligent with internal development of billing solutions because the incredible amount of overtime costs for workers is not readily evident.  Real savings comes into play with an outsourced vendor that becomes a true business partner and extension of the IT organization because by being a separate entity from the carrier’s business, unnecessary and costly practices become readily exposed.  

(
Given the extremely high level of complexity in customer contracts, the sheer amount of traffic, and the variations in service offerings across political boundaries, it is quite remarkable that there are relatively low levels of defect rates on billing at the big incumbents (probably less than five percent under normal conditions).   However, there is the occasional case of massive equipment failure that can result in a rate as high as 20 percent.  Service providers in the past have been faced with balancing the cost of correcting errors with the cost of writing off non-provable charges.  Whereas some carriers in the past were willing to take the latter course of option, it appears that it is becoming increasingly difficult for these companies to afford to take such big hits.  With shrinking margins, the telco cannot afford the loss of revenue with a customer switching to another provider because of disenchantment with the billing process.  In addition, they will increasing opt for prevention of problems because of the strict financial controls demanded by the Sarbanes-Oxley Act of 2002.

(
Leading billing vendors, Convergys and Amdocs are likely to remain at the top because 1) the big barriers to market entry with the high level of investment needed and 2) the carriers want to leverage one against the other on price.  Yet, the battle between the two vendors has gotten very fierce in recent months and it is not out of the question that only one may ultimately secure a dominant position.

(
With existing systems not working well for non-connection oriented/packet- type billing, the door has been opened to various niche suppliers such as DeltaThree.  One of the two RBOCs with contracts with DeltaThree is looking to use this supplier’s product for at least a portion of its consumer VoIP service before consolidation into one kind of billing system for this particular offering.  (This integration is not likely to occur in 2005). 

Periodically, Telecom Pragmatics will be publicly releasing to the industry short bullet-point summaries of its latest observations and assessments of various sectors of the telecom space.  We are prepared to discuss these viewpoints in much greater detail.  To arrange for a consult, please contact us at 615-460-7470.
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