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Review of NorVergence, Inc.

by Dan Baldwin, TAA Editor-at-Large, December 3, 2003

The following NorVergence review is the opinion of TAA published for the exclusive use of TAA members who may only view it in the password protected members only area of the TAA website at www.TelecomAgent.org. TAA members are not authorized to print or redistribute any part of this review in any form. Anyone who wishes to read this review must first become a member of TAA at www.TelecomAgent.org.

The purpose of this review is to help TAA members understand the value of the complete NorVergence telecom service offering by breaking the complete NorVergence offer down to its individual components and then assigning value to the individual components based on the opinion of TAA.

This review does not conclude with a recommendation that anyone should or should not take advantage of NorVergence’s complete offer. The information that follows simply offers one way, but not the only way, to evaluate whether the complete NorVergence offer will provide a sufficient amount of value to justify all costs associated with taking advantage of the complete offer.

Please note that TAA members must not base their decisions regarding NorVergence on this publication alone and are highly encouraged to contact NorVergence directly or to seek other independent sources of NorVergence information. TAA has shared this review with NorVergence so that NorVergence can properly address any information that they believe requires revision, update or will cause NorVergence to sue TAA.

The NorVergence Offer

On their website at www.NorVergence.com, NorVergence offers small and medium sized businesses the opportunity to cut their local, long distance, Internet access, private line and cellular costs “up to 60%” utilizing NorVergence’s “MATRIX™ hardware system”.

As has been reported to TAA by NorVergence prospects and customers, that in order to achieve the claimed savings of up to 60%, a NorVergence customer must sign a 60-month equipment lease for the MATRIX™ hardware system that is installed at the customer’s physical location.

Once the MATRIX™ hardware system is leased and installed, the NorVergence customer experiences up to 60% savings in that the two new invoices received by the NorVergence customer, one for the 60-month MATRIX™ hardware system lease and one from NorVergence for the “unlimited USA inbound & outbound calling” network services that NorVergence is delivering, is up to 60% less than what the NorVergence customer was paying for their network services previously.

The NorVergence Difference

The primary difference between NorVergence’s offer and the network service offer of other vendors is that the NorVergence offer includes deep discounts on cellular phone calls and is entirely contingent upon the NorVergence network service customer leasing the proprietary MATRIX™ hardware system via an agreement that is separate from the agreement for NorVergence to provide network service. 

Other vendors that would offer near flat-rate prices for wired network services do not require that the user lease a proprietary hardware platform to access the network service, most any industry standard network interface device will work. 

This difference is critical in that with other vendors the network interface hardware piece is a very small part of the overall solution cost such that if the network service provider fails to deliver network services, the customer can cancel their network services contract (which is the biggest part of the solution cost) and is left with a network interface hardware device that didn’t cost much and is usable with other network service providers. 

With Norvergence it seems, the network interface hardware device, the MATRIX™ , that is critical to NorVergence’s delivery of network services is the largest cost of the complete NorVergence solution and is entirely separate from NorVergence’ agreement to provide network services to the leaseholder of a MATRIX™ device. 

Unlike the risk associated with other network service vendors where you can walk away largely unhurt if they fail to deliver service, with NorVergence, if they fail to properly deliver network services you can stop paying them for network services but the cancellation of the network services agreement in no way cancels your continued lease obligation for the MATRIX™ hardware – you keep paying that for the full 60 months.

"Open" Equipment Design

To help understand the important differences between network service and the hardware that makes network service useful, consider the idea behind the “open design” of most business phone systems and the “closed design” behind many cellular phones. 

A thrifty business owner can purchase and install an “open design” digital Panasonic phone system with all the necessary features including auto-attendant and voicemail for just a couple thousand dollars. (To see how inexpensive & easy installing a Panasonic digital phone system can be visit www.AbleComm.com). 

But even after installation, the business owner’s “open design” Panasonic phone system is useless until he or she contracts separately for network services – the dial tone, long distance, Internet access and the like that makes the Panasonic phone system useful as Panasonic is not in the business of providing their customers the network service their customers use the Panasonic phone system on. 

The business owner is free to barter with multiple network service providers because Panasonic has designed their phone system to work with any network services vendor hence the idea behind “open design”. If one network service vendor doesn’t work out the business owner doesn’t throw away the Panasonic phone system, he or she simply contracts with another network services vendor and continues to use the same Panasonic phone system.

"Closed" Equipment Design

The opposite of open equipment design is of course “closed equipment design”. An example of closed design can be seen in the “push-to-talk” cellular phones. When a customer subscribes to the cellular phone service of a particular cellular network service provider, the customer may need to buy a cell phone compatible with that provider’s network.

An important understanding here is that the cell phone equipment purchase is a transaction entirely separate from the transaction and agreement for the cell phone network service provider to deliver consistent ongoing cellular network service. 

If the customer decides that the cellular network service provider no long meets their needs and switches to a different cell phone service provider, the cell phone the customer purchased to use with the previous provider most likely could not be used with the new cellular service provider. Most customers of cell phone service now acknowledge up front that their investment in the actual cell phone equipment will be lost when they no longer use the service provider the equipment is designed for.

Assigning Value to the NorVergence Offer

Understanding now the important difference between open & closed equipment design and that network service is generally purchased separately from the equipment that makes it work, let us break down the complete NorVergence service offer and assign value to its individual components.

TAA's current understanding is that the complete NorVergence package of unlimited USA inbound and outbound calling is delivered through two completely separate agreements. 

One agreement is for the MATRIX™ equipment. This is the agreement that has a fixed price for 60 months and, as it is an equipment lease, it can be sold or assigned to another party in that a customer who has leased a MATRIX™ box may soon find that they are remitting their monthly lease payments directly to a bank that is in no way associated with NorVergence and is not a party to the network services agreement that the customer leasing the MATRIX™ box has with NorVergence, the second agreement that makes the overall NorVergence package work.

To properly review the overall value of the complete NorVergence package, it is recommended that the value of the two separate agreements that comprise the overall package be separately considered.

What's MATRIX™ Worth By Itself?

Take first the monetary value of the required MATRIX™ equipment lease. If the lease is $500 for 60 months, the total cash outlay is $30,000. Is the MATRIX™ equipment worth $30,000 to the customer leasing it with any other network service provider other than NorVergence?

Now take the monetary value of NorVergence’s network service agreement. Theoretically, the NorVergence network service bill received by the customer from NorVergence will be very small – just a flat monthly account management fee and charges for any international calls made since the customer can make unlimited USA inbound and outbound calls. Many might agree that the monetary value of this agreement, unlimited calls for a small flat service fee is quite high.

Considered together, the two separate agreements seem to compliment each other rather well and provide considerable value. However, if the two agreements are completely separate from one another and, as much as one may wish to consider their combined value, it could be an improper valuation if the two agreements are indeed entirely separate.

As the equipment lease is the agreement that requires the customer to invest the most money, consideration of this separate agreement is what must take precedence. In the example above, if NorVergence ceases in their delivery of unlimited network services, the inbound and outbound USA calling, for which they are charging next to nothing, the

customer will still be the lease holder of a $30,000 MATRIX™ box. 

Who Other Than NorVergence Does MATRIX™ Work With?

In this scenario, for the MATRIX™ box to retain its value separate from NorVergence’s network service agreement, the MATRIX™ lease holder must be able to use it to contract for similar network services (unlimited inbound and outbound USA calling for a minimal monthly fee) with a non-NorVergence vendor. 

Currently, TAA is not aware of any network services vendor exists, other than NorVergence, that would provide the leaseholder of a MATRIX™ box unlimited inbound and outbound USA calling for a minimal monthly fee.

The decision therefore to accept for one’s business the complete NorVergence package is to understand that the receipt of benefits of one provider’s agreement is entirely contingent on the deliver of services of another vendor where the two vendors are in no way connected with or responsible for the services provided by or the agreement of the other vendor.

How Hungry Are You?

As this review is written in December, America’s eating season, this review should conclude with the story of a fine restaurant.

The fine restaurant in this story sits atop a high mountain that is accessible only by taking a tram. There is only one restaurant atop the mountain and there is only one tram that serves the mountaintop. 

The restaurant serves unlimited quantities of the finest food to anyone that enters the restaurant for just one dollar per visit but the tram only carries customers that prepay for 5 years of tram rides. The people who own the tram company and the people who own the restaurant know each other. 

The transaction to purchase a 5-year tram pass is completely separate from the $1 transaction to eat at the restaurant. The restaurant is in no way responsible for the tram services provided by the tram company and the tram company is in no way responsible for the services provided by the restaurant. 

Enjoy your meal!
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December 11, 2003

Readers of this TAA report by Mr. Baldwin should know that it is largely based on online exchanges between unidentified people who lack a reliable source of information about our solution and services. They may even be disgruntled former employees. To that end, we are updating and expanding our Web site to provide factual and complete information, as well as frequently asked questions.

Additionally, we would like to refer readers to a reliable source at corporate headquarters for securing accurate information. Trish Galvin, Manager of Corporate Communications, can answer any questions relating to our customized engineering solutions. Ms. Galvin can be reached at patricia.galvin@norvergence.com. 

For information on our rental services and contract terms, contact Robert Fine, Director of Banking Relations at (973) 242-7500, ext. 4293.

Further, there are a number of inaccuracies in the article. To clarify:

 NorVergence does not offer lease agreements. NorVergence only offers rental agreements.

 Only credit-qualified customers can receive five year terms. Not every rental agreement allows for 60 months

 There is nothing unusual or unethical about the way NorVergence bundles services and products to deliver convenience and savings to small business customers. In fact, all of the vendors involved in our operation are working in concert.  We have no reason to cease delivery services unless there is nonpayment from a customer.

 Our MATRIX gateway is an open-standard system that will work with any next-generation carrier network, including all VoATM and VoIP platforms.  

Finally, we don’t think telecom engineering and services firms and restaurants compare, but if our company were to be compared to a restaurant, it would be a healthy smorgasbord with all your courses available for one low price that’s actually affordable.

Regards,

Alexander L. Wolf

Chief Operating Officer

NorVergence, Inc.

In order to best serve the information needs of TAA members, TAA will continue to collect and publish information about NorVergence that TAA deems to be objective and helpful to TAA members.

If you are an end-user prospect or customer of NorVergence and would like to speak to other end-user prospects or customers of NorVergence, please fax your request on company letterhead to TAA at 909-494-4257 and TAA will provide confidential introductions. To confirm your end-user status, please include with your faxed request the cover page of your NorVergence invoice or proposal.

If you would like to add to TAA's ongoing published review of Norvergence, please contact Dan Baldwin via phone at 206-203-6115 or via email at norvergence@telecomagent.org.
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