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Cloud Momentum Boosts Trends in the Contact Center

IntroductIon

2012 marked the first year in which the spend for cloud-based contact centers surpassed the premise-based 
contact center market. Frost & Sullivan reports that the total market for hosted contact centers grew from 
$1.561 billion in 2011 to $1.761 billion in 2012 for 12.8% growth. This represents the combined spend across 
hosted and cloud-based ACD, IVR, outbound contact, chat, quality monitoring, workforce management, and 
analytics applications. In contrast, the total contact center systems market grew only .6%, from $1.615 billion to 
$1.62 billion in the same time period. While not exactly an apples-to-apples comparison, as maintenance fees 
are excluded from the premises market size, this validates the increasing market trend of customers choosing 
to host all or a part of their contact center infrastructure.

Further, Frost & Sullivan forecasts the hosted contact center market to grow to $3.162 billion by 2017 (12.1% 
CAGR). In contrast, the contact center systems market is forecast to grow only to $1.892 billion during the 
same forecast period (5.5% CAGR). This paper discusses the drivers behind this trend and examines the reasons 
hosted/cloud options are increasingly being embraced by organizations of all sizes. Moreover, it looks at how 
solution providers have addressed the issues that previously hampered cloud adoption, clearing the way for this 
trend to accelerate even faster. 

Beyond the BasIcs to strategIc BenefIts

Once considered primarily a back-up strategy for call overflow and business continuity/disaster recovery, the 
popularity of cloud usage has soared in recent years due to additional benefits the cloud brings to businesses. 
Chief among them are:

• Scalability. The cloud allows companies to make fast and cost-effective capacity adjustments, scaling up 
and down depending upon traffic, seasonality and business need. 

• Greater Business Agility. Cloud enables companies to react to shifting workplace and staffing demand 
and increases business agility. 

• Flexible pricing structures. Cloud providers offer customers creative and flexible pricing options, 
such as tiered al-la-carte pricing, making it easier to tailor solutions to a business’s needs and match value 
with cost.

• Fast time to deployment. Cloud eliminates the need to purchase new systems and load new 
applications, or compete with other projects for IT resources, thereby enabling applications to be up and 
running more quickly. 

• Reduced system maintenance and management costs. Cloud requires less maintenance and 
management from IT, allowing resources to be reallocated to other projects in the business.

• Low-risk ability to start up or move or expand. Capacity and applications can be added without 
risking existing business plans. Additionally, some solution providers offer risk-free trials. 

• Flexible staffing can lower operating expenses. Cloud enables companies to be nimble with staffing 
plans using different strategies to optimize staff, including using lower-cost locations such as offshoring or 
homeshoring, but away from corporate, or using at-home workers with flexible schedules and ability to 
work short hours rather than full days.

For these reasons and others, enterprises of all sizes are adding to the overall trend of cloud adoption.  
In addition, other cloud contact center trends are continuing to advance.
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gloBal expansIon

Contact center cloud adoption is certainly not restricted to North America. Globally, as regions continue to 
struggle with depressed economies, adoption of cloud solutions continues to gain traction as contact centers 
struggle to remain competitive. For instance, while still a nascent market in Latin America, Frost & Sullivan 
research shows that the market is investigating cloud options and is trialing applications. In some Latin American 
countries that are emerging from recession, such as Mexico, this is particularly true. In Brazil, while hosted 
contact centers is still a nascent market, it is a key target of all top-tier players. As such, seeing the growing 
potential for demand, most hosted solution providers have offices in Brazil and are building out solution offerings 
in expectation of greater demand.

Regardless of the economic crisis, in the past decade LATAM has seen a 50% increase in the number of services 
that middle-class consumers demand, causing companies to scale up their customer service operations, and the 
cloud is one way of achieving this. Adoption is expected to ramp up in the next two years. 

Similarly, in the Asia Pacific region, companies continue to focus on improving their customer service to drive 
competitive differentiation and revenue growth. The industry is also embracing cloud technology as contact 
center customers increasingly demand a faster, more responsive service. The small and mid-size business (SMB) 
segments are most likely to drive adoption of cloud models. 

Also, as Europe struggles to regain economic stability, the cloud model will have an impact. Frost & Sullivan 
forecasts that penetration of hosted/cloud solutions will increase from 8% of the total seats base in 2012 to 
15% by 2017.

MoveMent froM Best of Breed to suItes contInues 

As cloud adoption increases, so does the movement of solution providers offering full suites of contact 
center applications, highlighting benefits such as tighter integration with other applications and quick time to 
deployment. No longer viewed as weaker versions of mature premises-based contact center offerings, cloud 
solutions provide the breadth of features for enterprises of all sizes, not just the high end of the market. With 
cloud a much more viable option than in prior years, companies that are looking at replacing legacy systems 
or dealing with point solutions from disparate vendors are increasingly looking to full-service suite vendors 
to reduce the cost of maintenance and upgrades, and lessen the impact of integrating new applications with 
older ones. 

This is similar to what we have seen in the premises-based market as it matured. Legacy contact center vendors 
added more tightly integrated applications, and best-of-breed point solution vendors expanded beyond one 
or two applications. However, as we have found in examining use cases, companies realize greater cost-savings 
as more applications are moved to the cloud and as the contact center organization expands and grows.  
As such, full-suite cloud solutions deliver greater total cost of ownership (TCO) savings than best-of-breed 
cloud solutions, and in the long term, vendors that offer full-suite cloud solutions will have an edge over best-of-
breed cloud solution providers in the contact center market. 

support for hyBrId envIronMents

Still, each contact center is unique, and the existence and ages of different systems and applications can vary 
widely. As well, some companies prefer to keep the voice path and other sensitive customer information, 
including recordings, on their premises and behind their firewall. One of the benefits of the cloud is the flexibility 
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it provides. Companies can deploy as much or as little of their infrastructure as budgets and business needs 
dictate, and maintain what they want on premises. Cloud enables companies to add on applications and channels 
that they might not have the budget or technical expertise to support. 

To better accommodate the different needs of enterprises, some cloud vendors support hybrid environments, 
allowing customers to keep some applications and infrastructure on premises and some in the cloud. This hybrid 
model works well for those enterprises with stringent security and compliance requirements or that are looking 
to get that last mile out of existing systems and applications. The ideal model, however, is feature parity and deep 
integration between a vendor’s premises-based and cloud solutions, so movement between applications and 
deployment models is transparent. Some even let you migrate from cloud to premises and vice versa.

The hybrid model also works well as a way of trialing the cloud concept. For those enterprises that are waiting 
to fully depreciate their systems, they can trial one or two applications. Once systems are fully depreciated or 
are no longer supported by a vendor, legacy system upgrades often turn into cloud opportunities. 

enhanced scalaBIlIty and feature-rIch offerIngs

Frost & Sullivan research shows that one of the market restraints on cloud adoption is the perception that 
cloud solutions are only good for small to mid-sized enterprises. What’s interesting is that early market entrants 
had success targeting the higher end of the market. Customers in that segment required parity in features and 
scalability between hosted and premises systems. However, due to the nature of the cloud, which allows vendors 
to gain economies of scale through shared infrastructure, solution providers have now developed offerings that 
are as feature-rich for the mid- and smaller market as the larger market, allowing smaller companies to get the 
same functionality at an affordable price point.

IntegratIon for an oMnI-channel experIence 

As companies move from providing multi-channel to creating omni-channel customer engagement, eliminating 
silos of customer interaction data and being able to seamlessly move customers from channel to channel 
without loss of context or history is imperative. This puts pressure on companies to seek out solutions that are 
tightly integrated. The cloud provides enterprises with common administration and reporting, quicker upgrades, 
and tighter integration between applications. 

cloud ascensIon as restraInts dIssIpate

“Onomatopoetic” is a word that phonetically imitates or suggests the source of the sound that it describes. The 
word quack, as in the sound a duck makes, is a good example of this. “Contact center cloud trends” is much the 
same, in moving contact center applications to the cloud itself is a trend. However, cloud isn’t itself something 
different. Rather, it is a deployment strategy and option. As such, cloud contact centers follow the same trends 
seen throughout the contact center market. Multi-channel, the addition of social and mobile, movement toward 
an omni-channel experience, voice of the customer, the increased use of analytics, and integration with the back 
office are just a few of the trends that resonate with premises and cloud customers alike. The cloud trends listed 
above, however, are only part of the cloud adoption equation.

More intriguing are the emerging drivers behind why more enterprises are investigating, trialing and whole-
heartedly moving to the cloud. Some drivers are the benefits listed above. The others are drivers that used to be 
restraints, yet are of less concern now than a few years ago. These restraints-turned-drivers are directly related 
to work that has recently been done by vendors finding solutions for the issues that previously held customers 
back from moving to the cloud. 
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securIty

Early on it was the general perception that trusting critical applications and the associated customer data to 
the cloud was not as secure as keeping it on-premise and under physical control. Cloud architectures that 
used shared infrastructure to deliver services to multiple business customers were sometimes regarded as 
not as secure. 

However, much work has been done in this regards and providers now adhere to strict security requirements—
physical and on an application layer. Vendors should be able to demonstrate the levels of data encryption employed, 
the kind of security management system they have in place, the certifications they have obtained (SSAE-16 SOC 
II Type II, ISO 27001, etc.) and how customer data is handled, particularly those in highly regulated industries 
such as healthcare and finance. Vertical market requirements in particular have been a deep focus for cloud 
providers, from security on call recording and archiving, to adherence to industry regulations such as HIPAA, 
Sarbanes-Oxley, PCI-DSS, and others. 

IntegratIon

One further roadblock to cloud adoption was the perception that existing premise-based systems might be 
difficult to integrate with cloud-based ones. The fear of not being able to continue to use relevant existing CPE 
systems and access databases and back-office systems held back many. In response to this, many cloud providers 
have pre-built integration with leading third-party applications such as Salesforce.com, Microsoft Dynamics, 
GoogleApps, SAP and Oracle CRM, and Web service APIs that allow customers and technology partners to 
create tightly-integrated contact center applications. In addition, cloud providers have built out professional 
services organizations to assist customers in customizing or integrating hosted solutions with others. 

relIaBIlIty and perforMance

An additional restraint was concern over service reliability, availability and uptime. Solution providers have 
responded with data center redundancy and geographical separation, 7x24 network operations centers, and 
enforceable service-level agreements. This has been of particular importance given the trend of designing for 
business continuity and disaster recovery. Solution providers should be prepared to deliver performance records 
from previous years that show uptime and availability.

a fInal Word

Cloud contact centers provide a lot of benefits, and real and perceptual issues that hampered early cloud 
deployments are quickly falling away. Still, the decision to move a critical part of the business should not be taken 
lightly. The groundswell of activity in the cloud has sent the contact center industry into a growth period with 
new market entrants appearing and industry consolidation as acquisitions take place. 

Companies investigating moving to the cloud should invest in a solutions provider (and platform) with a 
solid track record in the contact center and cloud, and that is financially proven, to ensure the provider will 
be around after a period of consolidation. Additionally, it is worth investigating solution providers who offer 
multiple deployment options and the ability to move between them, with a broad set of integrated applications 
in their solution suite. This will ensure you have the functionality you need deployed in the manner in which 
makes the most sense for your business over time, and as needs change.
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