
CostcompressionisoneofthekeyfocusareasfortheCIO'soffice. InanITbudget

closeto70%isspenttowardsongoingmaintenance,leavingverylittlespendfor

deploymentandnew&innovativesolutions.

The objective of this document is to focus on this very aspect in the QADcontext. Gartner & Aberdeenhave
publishedreports in the past of how QADhasone of the lowest Total Costof Ownership(TCO)when comparedto
the likesof Lawson,OracleAppsetc. In this documentinsteadof lookingat the top level number of TCO,which is
more relevantat the point of product choiceor implementation,we would like to focuson AnnualOperatingCost
(ACO)andindicatehow the samecanbe controlled.

TheACOcomprisesof 3 maincomponents

SoftwareCosts: About 30-35%of the ACOis spent towardssoftwarecost, this includesAMCChargesfor the base
productandfor add-on productspurchased.

ServiceCosts: ServiceCostsare usuallyincurredin two forms,externalagencies& internal staff. Thecostrelatingto
internal staff, due to its inherent nature, is more difficult to identify andallocate. All costsrelated to the application
supportareincurredhere.

InfrastructureCosts: Thethird and the largestannualoperatingcostsitem is infrastructurewhich typically include
hardware/data center/DRPetc.

Onananalysisof thesecostcomponentsat largeenterpriseswith over500users,we found that they spendbetween
USD6000-8000per userper annum.

Canthe ACObe reduced?
OperatingCostReductionrequiresan organicapproachto the entire QADenvironment. A plannedapproachand
executionnot only reducesoperatingcostbut more importantly, allowsIT to concentrateon solutionsthat business
requires.

Theanswersfor improvingapplicationperformancethrough improvedservicelevels,often comeswith Application
ManagementServices. Critical to L¢Ωǎsuccessis the management,developmentand deploymentof the business
applications. Typicallythe Applicationmanagementservicesaddressesfour organizationalissuesdescribedbelow:
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