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Introduction 
TCO, or Total Cost of Ownership, is a common methodology to provide a cost basis for 

an investment’s total economic value. The purchase price is a component of TCO, along 

with operating costs and variances in other expenses. The TCO methodology is intended 

to normalize the full cost of alternatives to better understand the financial ramifications 

of dissimilar alternatives in technical recommendations.  

This is a tried and true, fiscally responsible approach. There’s just one problem — it 

doesn’t work.  

Cloud-delivered services are disrupting many assumptions and practices, and the TCO 

methodology is one of them. Technology no longer needs to be purchased to be 

consumed. Subscription models offer significant benefits, yet many organizations fail to 

realize those benefits because their tools for evaluation and analysis were designed for 

a different era.  

Which is cheaper: a $1,000 fully refundable airplane ticket or a $500 highly restricted 

ticket? The answer depends on the passenger’s ability to conform to the discounted 

ticket’s conditions. Assuming the restrictions were acceptable at the time of purchase, 

TCO tools favor the discounted ticket. Yet, airlines make plenty of profit on highly 

discounted tickets because, with statistical reliability, plans change.  

Yes, plans change. A fact we all know and understand, yet we make long-term capital 

decisions as if it were not true. We make rigid investments to accommodate the future 

we expect. The TCO methodology does not easily account for risk.  

The concept and intent of TCO remain as valid as ever. Technical decision makers must 

evaluate the merits of a given solution as well as its projected costs. What has changed 

is that cloud-delivered services offer significantly more flexibility, a feature that is 

undervalued by comparing only forecasted costs. It isn’t just about the financial costs — 

the uncertain future includes totally new technologies and methodologies.  

The TCO output is a best-effort forecast. Its accuracy is as good as the quality of the 

assumptions that went into it. In the past, this forecast, which was applied equally to all 

options, was adequate. But the cloud changes this by allowing greater customization 

and control. This means organizations can adjust services and change providers with far 

greater flexibility than traditional premises models allowed — revising risks and costs 

with every move.  

It’s ironic, really, that TCO methods are applied most critically to long-term decisions, 

yet they consistently ignore the likelihood of change, which increases over time. 

Decision makers are advised to understand how cloud-delivered solutions are affecting 

TCO and overall technical risk. 
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Understanding Risk 
The current rate of change is, in a word, phenomenal, and even our rocks of stability are 

increasingly in-flux. For example, the average length of a company to be included in the 

S&P 500 index has dropped from 61 years (1958) to 18 years (2012). Products and 

practices are rapidly becoming obsolete, in part because of our global connectivity. New 

ways of doing things become known instantly around the world faster than ever. 

The way we worked just 20 years ago is practically unrecognizable today: Kodak ruled 

photography, FAX machines were booming, and one of the most effective forms of 

advertising was the Yellow Pages. Google, Facebook, Twitter, and Amazon didn’t  

exist yet. Apple, which had recently fired its co-founder Steve Jobs, was on the  

verge of bankruptcy. 

The rates of technology and change continue to 

increase, yet our decision-making tools and methods 

have not adapted. The traditional five-year 

depreciation schedule was built for machines. Yet 

software-based solutions are significantly more 

complex than their hardware predecessors, and  

specific releases “depreciate” more quickly (software 

versions often have a useful life of just two years).  

Software-based solutions power most enterprise technologies now. The transition has 

opened up considerably more capabilities and benefits, along with more risk and 

complexity. Instead of the predictable depreciation charge plus extended hardware 

warranty, modern software has highly unpredictable ongoing costs related to updates 

and related technologies. Software maintenance provides access to new versions and 

fixes, but the frequency and costs to implement them are unpredictable. In addition to 

the hardware that programs run on, it falls to the customer to administrate and 

maintain numerous external components.  

Additionally, communication features and capabilities have exploded over the past 

decade. With the old appliance model, the manufacturer designed dedicated hardware 

to accommodate its maximum load. Capacity planning was as simple as managing 

expansion slots and ports. The agent’s devices were manufactured by the same 

communications manufacturer and connected across a single site over a dedicated 

network. Today, virtualized, software-based solutions are significantly more complex, 

and risks and responsibilities have shifted from manufacturer to customer. Third-party 

vendors commonly provide the networks, servers (or virtualized infrastructure), and 

endpoints. System management involves the same administration as before, but 

separate tools are required for VLANs, SBCs, and networks (local, wireless, cellular, and 

WAN). Agents can be anywhere, including their homes, and their conversations can span 

multiple channels such as web chat, voice, and social media.  

  

The rates of 

technology and 

change continue to 

increase, yet our 

decision-making tools 

and methods have  

not adapted. 
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Technical innovations have improved systems’ flexibility and capability, but they have 

inadvertently caused a steady increase in the amount of risk the customer organization 

takes on. SIP (Session Initiation Protocol) has fueled the market for third-party solutions, 

but also has introduced compatibility issues and increased complexity and 

troubleshooting. Multichannel, multivendor, multinetwork, and multilocation 

operations make staffing, training, and administer ation more difficult. Appliances still 

exist, but they have been chased out of the data center. Engineering and capacity 

planning fall to the customer. The traditional solution involves multiple components, 

each requiring its own set of administration, upgrades, and design (see Figure 1). This 

has complicated not only day-to-day operations, but also disaster recovery planning, 

vacation coverage, hiring, training, and ongoing skills development. 

 

Figure 1. Traditional multivendor/multipoint communications systems involve multiple components,  
each requiring its own set of administration, upgrades, and design. 

Because of this risk and complexity, technology evaluations are an obstacle course. No 

longer is it just about picking a solution that works. Decision makers must research and 

evaluate a broad array of attributes, such as: 

 Extensive technology evaluations 
(capability, reliability, fit) 

 Dealer evaluation (capabilities, 
service, and support) 

 Pricing and financing alternatives 

 Skills required to implement and 
maintain the solution 

 Likelihood that agents will 
embrace and adopt features and 
functionality 

 System size and future growth 
requirements 

 Viability of both the 
manufacturer and dealer 

It is a fair amount of burden, but that’s the cost of premises-based long-term decision 

making. Fortunately, cloud-delivered services offer an alternative.  
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The cloud deployment approach represents a shift of risk and burden from enterprise 

to the provider. Now it is the provider that must make the technology bets, build out 

the infrastructure, hire the staff, and integrate the services. Typically, risk and price are 

correlated together. For example, higher-risk loans carry higher interest rates. 

However, the odd thing about hosted communications is that the model generally 

costs the same as or less than premises-based, higher-risk solutions. At least that’s 

what most studies suggest. The reality is that the cloud is actually far less expensive, 

with far less risk. The discrepancy is a result of the TCO methodology. 

Understanding TCO 
When the concept of Total Cost of Ownership (TCO) was popularized in the 1980s, 

computing choices had become so diverse that initial pricing was no longer indicative of 

the overall cost of a solution. PCs were displacing mainframes, with lower initial costs, 

but higher, decentralized administrative costs. The TCO methodology attempted to 

estimate and compare total costs over a given period for a more accurate comparison 

and assessment. The goal was to understand the expected financial ramifications of 

each alternative under consideration.  

To determine TCO, multiple elements of a given solution are normalized for comparison. 

The financial components vary, but they typically include costs associated with 

acquisition, implementation, administration, training, maintenance, and disposal. For 

the sake of simplicity, consider a hypothetical evaluation of two network carriers. If one 

carrier has lower fixed charges, but higher per minute charges, then expected scenarios 

will favor one carrier over the other. In this case, the TCO evaluation will focus on fixed 

costs (number of locations and bandwidth requirements) and usage costs (total calls and 

call duration) factors. This process has worked well for nearly 40 years. 

However, this approach has a poorly understood Achilles heel. The methodology is 

effective for comparing product alternatives, but not for comparing products to 

services. The carrier example we made previously makes several key assumptions, such 

as the number of locations and predicted call load. These assumptions determine a 

system’s size and configuration, which in turn drives purchase, implementation, and 

maintenance assumptions, as well as the necessary training and skills. The assumptions 

are applied consistently to each of the alternatives to determine an estimated TCO for 

each alternative.  

Unfortunately, the assumptions are usually wrong, 

simply because business is dynamic, and predicting 

the future is a hard thing to do. Most companies 

plan to grow, yet many do not. Economic changes, 

leadership changes, poor execution, natural 

disasters, and many other factors and variables ruin 

the best-laid plans. TCO exercises are inherently a 

best-effort guess based on expectations. TCO 

became a best practice because the assumptions 

are both generally accepted and applied to 

alternatives equally.  

Economic changes, 

leadership changes, poor 

execution, natural 

disasters, and many other 

factors and variables ruin 

the best-laid plans. TCO 

exercises are inherently a 

best-effort guess based  

on expectations. 
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In cases of dissimilar alternatives (see Figures 2 and 3), it becomes necessary to consider 

adaptability, as well. Cloud-delivered services offer options for organizations to adapt 

and adjust to new requirements. If a 100-agent contact center expects to grow 10 

percent each year for five years, it will require 161 agents in five years. The 100-agent 

system implemented in year one must be designed to accommodate growth to that size. 

(Most would plan to accommodate even larger to avoid ever hitting the capacity limits.) 

 

Figure 2. With premises-based systems, negative economic conditions, contact center shrinkage and 
other similar factors can increase wasted capacity (red) in agent staffing projections. 

Even if the forecast was right, this approach demands a lot of unused initial capacity. If 

an acquisition or merger significantly changed the requirements from 161 to 300 agents, 

then it is likely the entire system would need to be replaced. If economic conditions 

became negative and the contact center had to shrink, then there would be even more 

wasted capacity, which is indicated in red in the Premises chart. These adjustments are 

less traumatic with cloud-delivered services because of their pay-as-you-go model. 

Organizations can scale up or down fairly easily, as well as increase or delete locations.  

 

 

Figure 3. Cloud-delivered services and their pay-as-you-go model make staffing adjustments less 
traumatic; organizations can scale up or down and add or delete locations easily. 
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The assumptions used to power TCO models are cast for five years or more into the 

future, and rarely get revised. Over time, these forecasts become less reliable, yet the 

decision stands firm as it was made. By year two, for example, the original predictions 

and forecasts will likely be obsolete, yet the technical decision that derived from them 

continues. With cloud-delivered services, decisions can 

be updated continuously; key assumptions can be 

recast easily. As an organization’s needs and 

requirements change, it can adjust its subscriptions. 

While some restrictions exist, most providers offer 

broad capabilities to adjust their features, quantities, 

locations, devices, and so on, over the term of the 

subscription.  

The pay-as-you-go model means organizations pay for actual, not planned, usage — 

costs adjust with changing requirements. These types of changes represent the upfront, 

known topics that could influence a system over the foreseeable future. As most of the 

future is unforeseeable, this brings us back to risk. 

Risk and TCO 
Technical solutions today were fantasy just a few years ago. Multichannel? Twitter? 

Virtualized contact center technologies? Tablet-based dashboards? Predicting the 

future is no easier today than it was before; however, the cloud offers a higher ability to 

adapt. Cloud services increase organizations’ flexibility compared to premises-based 

capital acquisitions. This is not apparent in most TCO models, because it is difficult to 

quantify confidence.  

The whole point of TCO is to better understand the potential costs of various 

alternatives. Therefore risk has to be part of the evaluation, both the risks of current 

requirements changing, and the risks of new developing technologies disrupting  

current tools and methods. TCO models compare quantifiable aspects of each solution. 

What is difficult to quantify is the likelihood that solutions will need to adapt to 

unforeseen changes. While most TCO evaluations ignore this requirement, it presents 

enormous implications.  

Capital equipment can represent a significant investment and risk itself, but can also cause 

a “domino effect” with other solutions. Premises-based capital solutions become a “stake 

in the ground.” New solutions must accommodate these long-term decisions. Because 

technology shifts often occur more quickly than depreciation schedules, long-term 

investments stifle an organization’s ability to respond. Rather than write off investments, 

most organizations make do with existing assets. As more and more new decisions are built 

around a particular investment, that investment becomes still more entrenched. As a point 

of illustration, consider a personal smartphone purchase. It seems like only a two-year 

commitment, but each new purchased app increases the commitment to the platform. The 

same reinforcing commitments occur with capital assets in the form of new applications, 

optimized workflows, documented procedures, and so on. Even when an organization 

knows it made a bad decision, it becomes further entrenched over its life cycle. 

With cloud-delivered 

services, decisions  

can be updated 

continuously; key 

assumptions can be 

recast easily. 
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This trend is exacerbated by applications’ no longer being independent. Modern enterprise 

applications tangle with other commitments to create a solution. A modern contact center 

involves servers, networks, carriers, desktops, and many additional applications. Each has 

its own life cycle and vulnerabilities to disruption. If a solution utilizes six major 

components, each with an 80 percent likelihood of long-term viability, then the overall 

solution has only a 21 percent chance of long-term success (1-.86).  

TCO studies rely on a core set of assumptions that are rarely accurate, and become less 

reliable over time. The model has always been inherently flawed, but it remains a best 

practice for lack of a better alternative. The better alternative has now appeared, and it is 

called the cloud. 

Unfortunately, many miss this opportunity because they incorrectly apply the same flawed 

methodology and fail to realize the cloud’s ability to adapt. Cloud-delivered solutions 

reduce the burden of risk and simultaneously increase agility. The cloud pushes significant 

portions of risk, particularly long-term commitments and planning, to the provider. As a 

result, organizations gain the ability to adapt more quickly to unforeseen shifts. TCO alone, 

without factoring risk and flexibility, is misleading. 

How Cloud Reduces Risk 
OpEx, or operating expense, is one of the most commonly cited benefits of cloud-delivered 

solutions. While OpEx can be desirable over capital expenditures, it is only a financing 

matter. Cloud-delivered services offer benefits far beyond financing, particularly with 

regard to offloading risk. In the following sections the term “cloud-based services” is used 

generally; some exceptions will apply. 

Scalability: Premises-based solutions come in sizes. 

Most systems can expand and contract to some 

degree, but at some point, systems become illogically 

too small or underutilized. Even in software-based 

solutions, the system’s associated hardware and 

licensing is likely subject to constraints regarding s 

cale. Because growth limits can be so expensive, most 

organizations select systems larger than they actually need to accommodate unplanned 

expansion. Incremental expansion costs are rarely linear. That is, the cost of just one user 

can involve processor or storage upgrades as capacities are reached. Cloud services simplify 

the operational, human, and financial aspects of scalability. Many providers allow their 

customers to scale up and back down as seasonal or economic conditions dictate. Cloud-

delivered services offer high degrees of scalability, and virtually eliminate capacity 

management planning.  

Predictable Costs: Many believe premises-based solutions offer a more predictable cost 

structure. This is a fallacy, however, primarily due to upgrades and turnover. Software-

based technologies usually have a recurring maintenance charge to cover updates and 

upgrades. Implementing these enhancements requires project management, backups, 

rollbacks, and of course administrator time — usually after hours. There is no way to know 

how frequently software updates will occur, how much planning will be required, or how 

urgently they must be applied. In the case of serious flaws or security updates, patches 

Cloud-delivered services 

offer high degrees of 

scalability, and virtually 

eliminate capacity 

management planning. 
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must be applied immediately. In lower-priority situations, updates can linger until time is 

wasted on bugs or incompatibility chasing. Additionally, on-premises resources require 

ongoing investments in training and certification, which can spike unexpectedly due to 

staffing changes. 

Reduced Commitment: Just as the pig and chicken illustrate different levels of 

commitment toward a ham and egg breakfast, there are different levels of commitment 

toward IT solutions. The traditional capital-purchase approach represents a long-term 

commitment and an upfront investment. The customer not only pays typically about 70 

percent of the four-year projected cost in the first year, but also carries all of the risks 

associated with realizing expected benefits, performance, and employee adoption. 

Conversely, cloud providers offer a pay-as-you-go model. Customers can experiment or 

pilot solutions upfront and with new features over the term of the service. Organizations 

can adjust their consumption of features and service levels based on results. In the case of 

cloud-delivered services, the provider has incentive to stay involved and facilitate adoption. 

This often includes training resources such as videos and analytics that uncover potential 

benefits. Risk is offset in several ways — if the service isn’t reliable, then service-level 

agreement (SLA) guarantees protect the customer. In the worst-case scenario, a customer 

paying an early termination penalty to walk away still represents pennies on the dollar 

compared to prematurely writing off a capital commitment.  

 

Figure 4. Cloud providers have better economies of scale to enable advanced contact center services and 
applications. Centers can adjust their consumption of these services and features based on results. 

Advanced Features: Technical solutions often comprise multiple applications and servers. 

Thus, adding a new feature can involve significant expansion of infrastructure. This makes 

some features cost prohibitive, and is especially true for contact center technology. 

Advanced recording technologies and analytics are examples of features that were 

traditionally only available to large contact centers that could justify the added 

infrastructure. Cloud providers are more likely to have the economies of scale to enable 

services like these and other advanced applications on a per user basis. This allows an 

organization greater freedom to try new solutions before committing to them. 
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Incremental Upgrades: Most cloud providers offer features in various levels or packages 

and allow an organization to match these packages to specific users, making it possible to 

test and evaluate workflow changes and features with small teams. New features can be 

evaluated ad hoc, without long-term commitment. This facilitates more experimentation, 

which can lead to significant workflow improvements. 

Benefits of Cloud-Delivered Contact Center Solutions 
In addition to a number of risk-reducing benefits, cloud-delivered applications also offer 

advantages in their own right. This section hits upon a few native characteristics that give 

cloud-delivered services a compelling advantage over traditional premises-based solutions. 

In general, cloud-based services offer an optimized experience across multiple use cases.  

Remote Users: Premises-based solutions historically were designed for on-site users. Over 

time, they have adapted to accommodate broader deployment models. Typically, remote 

users are supported via virtual private networks (VPNs) established through firewall 

modifications. Remote users return to the data center, even for communications with 

other external users. This increases system complexity and bandwidth requirements. It also 

creates a distinction between native users and remote users, with the latter requiring 

additional setup and authorizations. With cloud-delivered services, all users have equal and 

efficient access, because all users are effectively remote users. Regardless if users are 

home-based, mobile, or at the office, they all connect in the same, secure way. A mobile 

device (laptop or tablet) connects in the same way at the office or remotely. 

Disaster Recovery: The most basic practice of 

disaster recovery planning involves off-site 

and distributed components. Cloud services 

are already off-site. However, that’s only a 

start. Disaster preparedness requires careful 

examination and never should be assumed 

with cloud-providers. Cloud-based services 

are generally highly complementary to 

comprehensive disaster preparedness. In 

addition to being located off-site, most providers host in multiple data centers and utilize 

architectures with robust failover capabilities. Since end users can access services from 

multiple locations, failover services can even include local teleworking from home or other 

nearby facilities (even coffee shops).  

Evergreen: Evergreen refers to software services that are always up to date. With most 

cloud-based services, the subscription price includes both software maintenance and the 

project management efforts to keep the underlying software current. This applies to the 

core application as well as the related infrastructure from servers to firewalls. Evergreen 

services not only offset maintenance and project management, but also provide a 

consistent version level across all users and sites.  

  

Cloud-based services are 
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OpEx: Cloud-based solutions are generally treated as an operating expense to the business. 

Financial and tax planners usually prefer operating expenses over capital expenses, 

because capital expenditures require additional management and reporting of the asset’s 

depreciation. Plus, most capital investments still require software maintenance, which adds 

an operating expense component on top of the capital expense. In other words, customers 

are expected to purchase the software up-front, pay recurring maintenance fees, and still 

be responsible for upgrades at their own time and expense. That made perfect sense when 

there were few alternatives.  

Staffing: Cloud-based services are effectively a form of outsourcing. The cloud deflects 

human and capital costs associated with maintaining a given solution. Customers that 

adopt cloud-delivered services free themselves from the human aspects of IT 

infrastructure service availability including hiring, firing, development, shift coverage, 

vacation schedules, and more.  

Flexibility: Cloud-delivered services allow organizations to experiment, adapt, react, and 

evaluate technologies far more effectively than premises-based alternatives. There will 

always be new features to evaluate, the question is how? The traditional approach is to 

evaluate, purchase, and implement. Now, with cloud-based services it’s subscribe and pilot 

without commitment. Additionally, organizations can also react to changes more quickly. 

The changes could be either controlled, uncontrolled, or even seasonal — whatever the 

cause, cloud services can scale up or down very quickly. 

Overcoming Common Objections to the Cloud 
The rapid growth rate of cloud-delivered solutions confirms many of the benefits and 

advantages outlined previously. However, premises-based solutions remain very popular 

and suitable. Thus considerable confusion remains about cloud solutions vs. premises 

solutions. Just as TCO modeling, also described previously, can be misapplied, some very 

common false perceptions deserve some clarification. 

Less Secure  

Some prospective cloud service customers have the perception that cloud-delivered 

solutions are less secure than premises-based solutions. While this certainly can be true, 

it rarely is. The perception follows the logic that cloud-delivered solutions are on the 

Internet — and are thereby vulnerable to outside interference — whereas premises-

based solutions are not. Generally, internal employees in fact represent the highest 

security risk. Regardless, most premises-based solutions also are connected to the 

Internet — typically with less protection (firewalls, session border controllers, and other 

measures) than those a commercial provider offers. Most organizations that migrate to 

cloud-based solutions will actually realize improved security. This important topic 

deserves full due diligence with provider evaluations. It also should be noted that some 

of the largest breaches of confidential customer and credit information in 2014 took 

place at physical, not virtual, retailers. 
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No Control 

The cloud represents a form of outsourcing. It rarely makes sense to outsource processes 

that are key to competitiveness. The customer service function is a great example. For 

organizations that have routine customer service functions, outsourcing can be attractive. 

For organizations where service is a competitive differentiator, it rarely makes sense. The 

same applies to an organization’s underlying technology and infrastructure. Organizations 

that have reason to design, build, and operate call center and customer experience 

software should consider doing so. But for companies whose resources would be better 

spent customizing the customer experience with leading software and services, the control 

argument falls by the wayside. 

Poor Quality of Service 

The cloud and the Internet are inexorably associated. Most hosted providers offer what 

are known as Over-the-Top (OTT) solutions, which means the customer and the provider 

(and the customer’s customer, in the case of a communications platform) connect over 

the public Internet. This approach offers significant cost savings but places the quality of 

the experience at risk. OTT transport is “best effort,” and traffic does get interrupted. 

However, OTT is not a requirement of the cloud. In many cases, organizations can connect 

to providers over private network services or hybrid solutions. It is becoming more 

common for the provider to source and manage private network bandwidth on the 

customers’ behalf. Customers that have large networks may prefer to use their own 

negotiated services. Also, new hybrid options are emerging that split the service into 

cloud and premises-based components, which can leverage the benefits of OTT without 

the risks. Regardless of the approach, the Internet is not a liability, but rather an 

alternative that is useful in certain situations. 

Conclusion 
Organizations now have a choice in how they consume technology. Cloud-delivered 

services are a new option that deserves careful consideration. For some firms, the decision 

will be very clear. Organizations that require a high degree of control or that have highly 

customized applications will favor premises-based deployments. Organizations that are 

able to leverage standard applications are gravitating toward the increased flexibility and 

cost savings associated with cloud-delivered services.  

Most organizations land in the middle, where both options could work. These 

organizations need to evaluate the comfort of the traditional approach versus the new 

value that cloud services offer. This analysis involves careful consideration of current and 

future requirements.  

Traditional tools and methodologies such as TCO can assist with this evaluation; however, 

they can be misleading. Cloud-delivered services are not just another alternative to 

consider along with various capitalized options. Cloud-delivered services offer far greater 

nimbleness and far lower risk than the vast majority of premises-based alternatives. As 

noted previously, because TCO models are generally incapable of capturing or quantifying 

flexibility and risk, the outputs from these tools undervalue the primary benefit of cloud-

delivered services.  
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Regarding risk, it is important to recognize how the risk of operating a premises-based 

contact center solution has increased. There are three general categories that are stacked 

against technology ownership.  

1. Complexity. Each new iteration of technology has increased risk and complexity, along 

with new features and capabilities. Overall solutions now involve many components, 

each of which requires acquisition, design, administration, and upgrades. In addition 

to the core application, contact center managers also must consider underlying 

infrastructure including servers, networks, session border controllers, and firewalls.  

2. Technical Obsolescence. The rate of new disruptive technologies being introduced 

into the enterprise has never been greater. More often than not, the new solutions 

are displacing, not complementing, existing processes and systems. Creative 

destruction is replacing existing products, channels, and practices with totally new 

approaches. In less than a decade, contact centers went from TDM voice to IP 

multichannel solutions. Some trends we see coming include WebRTC, IPv6, contextual 

awareness, and support for two-way video with customers and partners. New 

companies that are off the radar or that might not even exist yet are developing 

solutions that will change our world. 

3. Change and Uncertainty of Future Requirements. Even if the complexity is mastered, 

and the technology is stable, there is still a high likelihood that future business 

conditions will not be as forecasted. As requirements change, organizations need to 

adapt, and non-depreciated investments often precludes this from occurring. Five-

year depreciation schedules can hurt competitiveness.  

The future is hard to predict, but it is likely that agility and flexibility will continue to be the 

best way to respond to new technologies. Being able to respond to, adapt, or avoid future 

shifts will be of paramount importance as technical disruptions continue to occur more 

frequently. If TCO works for an organization’s needs, it can still be a valid model — but for 

most companies, TCO is becoming a relic of a simpler time as the cloud makes cost and risk 

projection simpler and nimbler. 
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