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Building a Business Case
for Hosted Speech

Applications

The advantages of having transactional costs in pla  ce of
upfront costs
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When building a business case for speech
applications, it can be difficult to make direct
comparisons between investment costs In
applications and infrastructure, and operational
and human resource costs associated with the

equivalent business or customer service
processes.

Often budgets come from entirely different departments and may be tracked, allocated and apportioned in different
ways, not to mention that some expenditure is CAPEX (capital expenditure) while other expenditure is OPEX
(operational expenditure). Vicorp does cover a basic business case model in their Building a business case for
speech applications white paper and this demonstrates how a basic business case model can be built to justify

investment in speech applications. Hosted speech applications, however, use a different model which we will now
cover in this paper.

‘Utility’ cost models

The hosted speech applications industry (and other areas of the IT/Telecoms industry) has tackled the costing issue
by devising ‘utility’ cost models - models based on transactional costs rather than aggregated costs or upfront
investment. This often allows much easier comparison with the operational budgets already in existence for well-
established processes. It also transforms the business case into one of ‘whole life’ cost of ownership, rather than a
‘return on investment' justification - which could be argued, is more prudent.

The diagrams below demonstrate how this translation works.
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Figure 1 - typical spend profile for a new speech application
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Figure 1 shows a typical spend profile for the whole-infrastructure costs associated with a new speech application
(year 1). There is a cost to develop the application up front, but once deployed there is a steady state of ongoing cost
associated with maintaining the underlying platform and the application itself. These are at a significantly lower level
than the initial spend, and the graph also shows some minor seasonal variation (due to variation in call volume). [The
numbers given are purely arbitrary and un-scaled, and are illustrative only.]

So - given this expenditure profile, how can it be compared with the costs, for example, of the agents (or DTMF
applications) that currently handle this enquiry, when those resources are part of a pool of shared cost within a budget
envelope that encompasses all their activity and not just this single function?

One method is shown in Figure 2, where the ongoing expenditure on the application and infrastructure is represented
as a cost per transaction handled by the application. (A ‘transaction’ may be a genuine transaction such as a payment,
or simply a completed call.) This is simply calculated by dividing the cumulative spend by the cumulative number of
transactions handled It could, of course, also be performed on a rolling basis.
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Figure 2- transactional costs as a measure of spend

What the model in Figure 2 illustrates is twofold:

a) The effective cost of transactions reduces over time, and continues do to so the more volume that is placed
through the application

b)  The cost of transactions is so low , that even on Day 1, the application is almost certainly paying for itself
and radically reducing cost. It is more than likely that a transaction that costs 6p to handle with the speech
application will cost 50p or more to handle with an agent (and often significantly more). [These are realistic
figures for hosted speech applications]

The savings, then, are immediate and very easy to compare, when stated as a reduction of, say, 44p per transaction
(50p agent vs. 6p speech).

This paper demonstrates quite clearly not only how speech self-service can radically transform the cost-base of
customer service, but also how driving more and more transactions through self-service drives more and more cost
out of the operation. When an organisation is in a position to make a choice between the ‘utility’ model and the more
traditional model of outright purchase and maintenance, the 'utility' model offers much lower barriers to entry to
speech applications and more immediate returns, and on this basis is a very favourable choice.

About Vicorp

Vicorp have a talented, award-winning professional services team and smart open standards technology, which could
help you to produce a reliable business case and establish a best-practice strategy for your organisation. To find out
more about us and our services, please call +44 (0)1753 838 420, email info@vicorp.com or go to www.vicorp.com
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