
BREAKING DOWN ROI FOR UC
If you believe in using return on investment (ROI), to 
justify a unified communications (UC) solution then 
perhaps you need to take a closer look at the meaning 
behind the two. 

1. Definition of an investment: the process of exchanging 
income for an asset that is expected to produce 
earnings at a later time. 

2. The ingredients behind a UC solution:

• Manufacturer cost/margin
• Distributor cost/margin
• Value-added reseller (VAR) cost/margin, 

which consists of installation (labor), possible 
infrastructure, training, licenses, software, and 
hardware. 

Without the right strategy on how to buy unified 
communications equipment, lies the beginning of the 
great contradiction between ROI and UC. The common 
adage that we invest or buy things that appreciate and 
rent/lease things that rapidly depreciate has never been 
more meaningful than with UC and ROI.

The common adage that we invest or buy things 
that appreciate and rent/lease things that rapidly 
depreciate has never been more meaningful than 
with UC and ROI.

This is all compounded by the rapid advancement within 
UC. Look to two of the most prominent technology 
leaders in the space, Cisco and Microsoft. Did you know 
in 2013 they spent $6.2 and $10.0 billion respectively 
in research and development (R&D)? These technology 
leaders are very good with the embodiment of capitalism 
and devouring their own solutions to gain a return for 
their shareholders. Yes, the new technology must solve 
and create demand in the marketplace, but regardless, 
Wall Street has good money that there is an arsenal of 
new products and services in the pipeline for a positive 
return.

THE CONTRADICTION
In the spirit of calling out this contradiction, the practice 
of a ROI analysis is very prudent. However, what the 
acronym implies in the absence of the right strategy for 
procuring the technology does not equal an investment, 
by definition.  Call it what you will, but the analysis should 
always seek to reduce costs and increase productivity to 
ultimately increase profits. Unfortunately, the challenge 
has been the inconsistency in the analysis, along with 
the subjectivity in the evaluation. That being said, there 
should always be some type of acquisition justification, 
but companies should add one more important 
piece to the process and that is a meaningful way to 
pay for or procure the telecommunications or unified 
communications solution.
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HOW TO DETERMINE THE RIGHT WAY TO 
PROCURE TECHNOLOGY?
One way is to ask a simple question. Are you looking 
for the use of the equipment or the title? Most would 
agree the use, but it’s rarely thought of in that light. 
The closest traditional financial instrument to the use 
of the technology is a lease that:

1. Attempts to manage against the pitfalls of 
ownership,

2. Provides a low monthly payment,
3. Offers a degree of flexibility at lease term.

This is most notably known as a Fair Market Value 
lease (FMV) and what many people will associate to an 
operating expense (OPEX). 

OPERATING EXPENSE
An FMV lease keeps working capital working and 
preserves bank lines. However, FMV lease has flaws. 
The one immediate flaw is obsolescence protection. 
You could attempt to manage the technology every 
five years, which is better than using cash or leveraging 
your bank, but that has proven risky. A second flaw in a 
FMV lease is end of term. With a FMV lease you only 
have two options: ship it back or negotiate a purchase 
option. While better than no options, there are smarter 
procurement choices available.

CAPITAL EXPENSE
With a capital expense (CAPEX) lease a customer 
is giving up any type of flexibility once the lease 
comes to an end. You have made that decision at the 
commencement and will own it for the contractually 
declared value at the end of the lease term. It’s the 
exact same as cash, but you have done a better job of 
managing your cash flow. Is giving up flexibility a smart 
decision for your business? 

OFFER SMART WAYS TO PAY
Customers want options and flexibility and candidly 
you should give it to them or they will get it from 
somewhere else. So look for a lease or termed rental 
program that has multiple and flexible end of term 
options so they can make that decision in a few years, 
not today.

The traditional procurement choices most people 
are familiar with do not address obsolescence, 
unforeseen changes in the business, or rapid growth. 
Consider procurement options that have a Solution 
Replacement Guarantee (SRG) provision to navigate 
through the current economic unknowns and rapid 
changing technology. There is no manufacturer or 
value-added reseller (VAR) that is going to openly 
speak about their number of end of life products or 
represent the amount spent on R&D over the past 
five years. Those conversations are instant taboo and 
words never spoken for fear of being discredited. The 
reality is that we have all been affected by one or the 
other and there is no sign that either will change.

THE RIGHT WAY TO CALCULATE ROI
In summary, do your homework with a ROI tool or 
template, but don’t get wrapped around the axle. 
Just use good judgment in your analysis to justify the 
acquisition. 

Financially, look to a more flexible lease, OPEX, 
embracing that UC is a non-revenue generating asset 
that rapidly depreciates. OPEX will also preserve a 
company’s ratios and cash flow for revenue generating 
investment opportunities. 

Technically, make sure you look at a financial product 
that protects from obsolescence whether business 
needs change or the manufacturer changes. 

Find a lease or termed rental that provides multiple 
and flexible end of term options that empower an 
organization on their terms, not the terms of the 
leasing company. 

Lastly, always remember to look for something that will 
give the greatest control and flexibility. Do not have 
the false impression that paying cash or investing in UC 
equates into either one of those.
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