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Enterprise software should pay for itself in increased productivity and business
efficiency, and some enterprise applications deliver more of these benefits than 
others. However, any enterprise suite will pay for itself faster if you work diligently
to reduce the total cost of ownership (TCO). Those who interact with dozens of
companies on implementing and maintaining their systems know that some project
owners are very good at keeping the cost of their enterprise applications as low as
possible. They have certain TCO Secrets. Here they are.

1. Make the most of your implementation.
The quality of your enterprise software implementation process will have a marked
effect on your cost of ownership throughout the lifecycle of your software product.
And regardless of who your software provider is, a lot of that success depends on
the project owner. In some instances, a project manager is not as involved in imple-
mentation—particularly in the early phases—as they could be. They rely on the
implementation consultant to do a lot of the heavy lifting, and may not participate
in training and orientation activities. Then, after the company goes live on the soft-
ware, these project owners find they do not have much in-depth knowledge of their
new enterprise software environment. That lack of knowledge means they will rely
on their software provider for more ongoing consulting after they go live than would
be the case had they taken a more proactive role early on.

You may notice that a lot of these TCO Secrets have to do with knowledge. The
more you know about your enterprise software, the less it will cost. That is because
one main enterprise IT cost driver is consulting, and consulting is primarily a func-
tion of bringing in outside knowledge resources. It is hard to have too much knowl-
edge about your new enterprise IT environment. Without a baseline level of knowl-
edge, TCO will almost automatically be higher because a customer will be overly
reliant on consultants on an ongoing basis. But learning about the software environ-
ment over and beyond the requirements of day-to-day operations will pay dividends
in the intermediate to long term. During implementation a customer may be inter-
ested only in learning about functionality that they intend to use right away, and
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choose to forego training or orientation in functionality they think will not be
applicable to their situation. But in the 21st Century the demands placed on a sys-
tem change rapidly. With thorough knowledge of their enterprise software, our cus-
tomers can adapt their business processes and software to deal with changing con-
ditions as they come up. The 21st Century business world is always presenting you
with new situations, opportunities, and challenges. If you prepare for change by
thoroughly learning the capabilities of your enterprise software and can adapt to
these without additional consulting, that is definitely a cost savings.

2. Stay current on versions.
There are three TCO-related reasons for staying on the most current version of
your enterprise software possible. The first reason is to derive the additional bene-
fits that come with each new software release. The more current your version, the
more opportunities there are to take advantage of new technology, increase efficiency
and derive the greatest business benefit from your use of an enterprise suite.
Admittedly, upgrading to a current version can add expense through additional
implementation and licensing fees. But if a business case can be made that addition-
al efficiencies or capabilities more than offset the cost, upgrading to a current ver-
sion becomes a very easy decision.

Leading-edge enterprise software vendors are always trying to add value to the
product, and are always creating faster and simpler ways of doing things, improv-
ing the user interface, and creating Wizard-based functionality and new objects to
serve you better. Your enterprise software vendor’s goal is not only to continually
improve the product, but help you adapt the product to changing market and regu-
latory conditions. An example would be functionality that various enterprise appli-
cation companies came out with to help their customers comply with Sarbanes-
Oxley. Most application vendors involved in specific vertical industries will also add
industry extensions to the product. New customers in each of the industries served
can then implement new, richer, industry-specific functionality. Often, customers in
these industries can upgrade to the current version, gaining the latest functionality,
including standardized versions of customized tools they were already running.
Moving to a standardized solution lowers TCO further because it costs more to
support and maintain a heavily modified solution than off-the-shelf application.

And that suggests a second reason to stay current on your software version.
Even as you upgrade to newer, more optimized functionality, the cost to maintain
your system stays the same and may even go down. Some enterprise applications
providers actually stop servicing software once it becomes a number of generations
old. That is because it costs more to keep a support staff up to speed on six ver-
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sions of a product being used in the field than it does to keep them familiar with
and capable on four or five. As enterprise applications are modified, those modifi-
cations must also be maintained in the software provider’s code management sys-
tem, and that increases the cost of a service contract. So if your software provider has
a flexible enough product and can introduce changes you have made to your soft-
ware into the core product, it makes even more sense to upgrade.  

One third and final reason for staying current on product version is that it does
lower the cost to upgrade to the latest version. Particularly with a component-
based product like IFS Applications, it might be possible to update only the por-
tions of the code that have changed. In almost every case, data migration from an
old to a new version will be easier and more cost-effective.

3. Consider application hosting or outsourcing some of your 
IT requirements. 

Your investment in enterprise software requires accompanying investments in hard-
ware and skilled people. In even a simple enterprise applications environment, a
system owner will need ongoing access to an IT department that includes multiple
skill sets, including support of relational databases, Web servers, and terminal
servers. In the perfect world, a company might find a single individual with all
these skills, but even if that were the case, that person would need vacation time.
Occasionally they might get sick or even leave the company. And no single employee
will work 24 hours a day, so businesses that are more up-time centric, or have a
global footprint with the resulting challenges of supporting many time zones, face
additional challenges in supporting their enterprise applications. By definition, many
companies need a number of staff to thoroughly support an enterprise environ-
ment. Companies without these resources have to either hire additional staff or
consider having their enterprise environment hosted and supported by an outside
resource. This move gives them access to an entire enterprise IT department for
what, in many cases, is the cost of a single full-time equivalent.

Other non-staff resources come into play in maintaining your enterprise envi-
ronment. An external applications hosting company will likely have a significant
investment in system diagnostic and maintenance tools like HP Overview. The cost
of multiple system support software licenses can run into the millions of dollars, so
it makes sense for a service organization to spread the cost over a number of client
companies.

Even larger companies with ample IT staff may consider application hosting.
After all, in some situations an external hosting contract for 1,500 users might not
cost significantly more than a contract to support 100 users, and that contracted



hosting fee will be more stable and easily controlled than satisfying the same
requirements with internal resources. Freed of the ongoing database and system
maintenance, a larger company’s very capable internal IT department can switch
from a reactive mode to a proactive mode, and begin planning and executing initia-
tives. The internal staff can work more closely and strategically with senior man-
agement and build the skills of the company’s non-technical personnel. 

As a practical matter, whether it makes sense to work with an applications 
hosting company or host your enterprise environment internally depends on the
allocation of your budgets and on your corporate culture. Sometimes capital equip-
ment budgets and staffing budgets are the natural pathways to hosting your enter-
prise applications, but many companies may at least want to consider outsourcing
these functions.

4. Share Information
Here is another TCO Secret that has to do with knowledge. Learning as much as
possible during implementation will reduce your consulting expenditures, but so
will learning about your applications on an ongoing basis by joining and participat-
ing in user groups dedicated to your enterprise application software. 

Within these user groups, including active online communities for IFS users,
you will find valuable insights, practical wisdom and even answers to specific ques-
tions.

These forums are designed for information sharing, and users rely on each other
for solutions to individual challenges and ideas for how to solve business issues. At
IFS, even we learn from some of the creative uses of our applications described in
these forums.

There is no cost to attending or joining application user groups, so the decision
to participate should be easy for anyone responsible for their company’s enterprise
application expenditures. Each bit of information you can get from your peers
might save you in the area of $1,000 of consulting time, so making your user group
your information source of choice is a simple TCO secret.

By Rick Bucchino, Client Manager, IFS Nor th America

Rick Bucchino is an existing accounts manager with the Raleigh Office of IFS North
America.  Before joining IFS in 1998, Rick worked in manufacturing and distribu-
tion operations and led an ERP implementation.  In his eight years with IFS, Rick
has performed as a consulting group manager, managed implementations, and con-
sulted in manufacturing and distribution operations.
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This support offer has been made in order to respond to the requirements of IFS’ customers. Since the customers’ requirements may be different in 
some markets, variations of this offer may exist.

IFS and all IFS product names are trademarks of IFS. The names of actual companies and products mentioned herein may be the trademarks of their
respective owners. The example companies, organizations, products, domain names, email addresses, logos, people and events depicted herein are fictitious.

No association with any real company, organization, product, domain name, email address, logo, person or event is intended or should be inferred.
This document may contain statements of possible future functionality for IFS’ software products and technology.

Such statements of future functionality are for information purposes only and should not be interpreted as any commitment or representation.

IFS develops and supplies component-based business applications
for medium and large enterprises and organizations. IFS Applications,
which can be implemented step by step, is based on web and portal
technology. The solution offers 60+ enterprise application components
used in manufacturing, supply chain management, customer relationship
management, service provision, financials, product development,
maintenance and human resource administration. IFS offers customers
an easier, more open alternative. 

IFS is a leading global business applications supplier with sales in
45 countries and more than 350,000 users worldwide. The company
is listed on the Stockholm Stock Exchange (XSSE: IFS).

If you need further information, e-mail to info@ifsworld.com,
contact your local IFS office or visit our web site:

About IFS and IFS Applications


