
ROI & TCO
Return on Investment
T ota l  c ost of  ow nersh i p



2

F i nanc ia l  P r i nc ip le sF i nanc ia l  P r i nc ip le s

Finance is a metrics driven organization
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ROI?

� Money makes money
� I nv est ment s i n c ap i t al  asset s and  op er at i ons h av e t o 

p ay b ac k t o sec u r e c omp any´s f i nanc i al  su c c ess.
� R O I  i s

– T a n g i b l e :  r e v e n u e  i n c r e a s e ,  p r o f i t a b i l i t y ,  g r o w t h ,  m a r g i n
– N o n  t a n g i b l e :  i m p r o v e d  p r o c e s s e s ,  i m p r o v e d  c o m m u n i c a t i o n  
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Investment:Investment:
UnifiedUnified

C o m m u nic a t io nC o m m u nic a t io n
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Example: 
Strategic & Financial Justification for 
U nified  C om m unication ( i nteg ra ti ng  d a ta ,  vi d eo &  voi c e)

68% of global enterprises believe that network 
is a sou rc e of c om petitive ad vantage 
(Forrester research)
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92% of IT professionals 
b eliev e t h at  fu t u re IT 
init iat iv es need  t o su pport  
spec ific  b u siness g oals:

IT  n e e d  t o  s u p p o r t  b u s i n e s s  g o a l s

Source: yankee group, 2006
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A r eas  o f  c o s t  s av i n g s : 

A rea  of  c ost sa vi ng s i n a n IT  envi ronment:
1 . E q ui p ment a nd  M a i ntena nc e C osts
2 . N etw ork  C a rri er C osts
3 . N etw ork  A d mi ni stra ti on

Source: yankee group, 2006
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T h e r e  i s  m o r e  t h a n  j u s t  t h e  p r i c e !
Is  c h e a p e s t  t h e  b e s t ?

Source: D uP ont
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V e n d o r  s e l e c t i o n  c r i t e r i a
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M o s t  i mpo r t an t  c r i t er i a t o  d ec i s i o n -mak er s :
C orp ora te S ta b i l i ty :
S up p l i er c onti nues to i nvest i n i ts 
p rod uc ts a nd  d ri ve i nnova ti ve sol uti ons

Survey result:
W i th  C i sc o  ´s m a rk et sh a re
a n d  en o rm o us reso urc es,
th ere´s n o  q uesti o n  i t w i ll 
c o n ti n ue to  i n vest i n  L A N  sw i tc h i n g .

Source: yankee group, 2006
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M o s t  i mpo r t an t  c r i t er i a t o  d ec i s i o n -mak er s :
T h e va l ue of  sup p ort
A l l  sup p ort i sn´t c rea ted  eq ua l  a nd  not 
a l l  a g reements a re th e sa me.

Survey result:
C i sc o ´s T A C  c en ter i s a  b i g
C o m p o n en t o f  th e d ec i si o n  m a k ers
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M o s t  i mpo r t an t  c r i t er i a t o  d ec i s i o n -mak er s :
C ost of  a c q ui ri ng  a nd  reta i ni ng  
p ersonnel
• d i f f i c ul t to q ua nti f y
• i mp orta nt to h a ve q ua l i f i ed  IT  sta f f

Survey result:
T h i s i s a n  a rea  th a t a n y m a rk et lea d er
h a s a  d i sti n c t a d va n ta g e.
O n e C I O  f elt th a t usi n g  p ro d uc ts f ro m
n o n -d e-f a c to  sta n d a rd  ven d o rs c rea ted
A n  a sp ec t o f  em p lo yee lo c k -i n  . . . .  
c o st o f  lo c a ti n g ,  h i ri n g  a n d  tra i n i n g
I s h i g h ,  d em a n d i n g  sa la ry n eg o ti a ti o n s
U p  to  1 5 %  a b o ve m a rk et va lue.
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M o s t  i mpo r t an t  c r i t er i a t o  d ec i s i o n -mak er s :
E nd -to-end  va l ue a nd  f ea ture 
i nteg ra ti on:
• c orrec tl y  d ep l oy ed  netw ork  d el i vers 
f ul l y  c onverg ed  servi c es
• p rop er netw ork  f ound a ti on to ensure 
sc a l a b i l i ty
• A d op ti on to c h a ng i ng  b usi ness 
c l i ma te,  up g ra d e p ossi b i l i tes w i th out 
b usi ness i nterrup ti on
Survey result:
T o  eva lua te R O I  a n d  T C O  
lo o k  o ut 5  yea rs o r m o re
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M o s t  i mpo r t an t  c r i t er i a t o  d ec i s i o n -mak er s :

O ne C TO  d esc rib ed  C isc o sw it c h es as a S w iss A rm y  K nife:  
H e w asn´t  su re w h en h e´d  need  t h e ad d it ional feat u res,  b u t  h e k new  t h ey ´d  
b e t h ere  w h en h e need ed  t h em .
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In  s h o r t

�CFO´s  c a r e  a b o u t  s h o r t  a n d  l o n g  t e r m  i m p a c t  o n  
P & L  a n d  b a l a n c e  s h e e t

� S h o w  y o u r  CFO t h e  i m p a c t  o n  s h o r t -t e r m  a n d  l o n g -
t e r m  c o s t s




