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DEFINED:  Total cost of ownership (TCO) is the total cost of owning a particular item over some time horizon and includes both the acquisition cost and the total cost

per year. The strength of TCO is in providing an understanding of future costs that may not be apparent when an item is initially purchased and can be applied when making software (ILS, Discovery, LMP) purchasing decisions.
1. TCO Model for Library Systems

a. Pre-transactional Costs:  Those costs associated with soliciting, evaluating and selecting a library system.
b. Purchase Price: Cost of the base system as well as those additional modules required to meet the individual library or a library consortium’s primary operational and service requirements. 
c. Standard Vendor Services:  data migration, testing, training and ongoing maintenance agreements

d. Operational Management:  (Staffing costs) Strong hands-on management and knowledge of system capabilities and patron expectations.  

i. Varies widely among ILS vendors

ii. System design, platform and support are critical in controlling costs.

e. Cost of an inadequate system:   Operational inefficiencies, out-dated functionality and inadequate or underutilized systems incur replacement costs.
f. Hidden Costs of maintaining library systems:
· Hardware and operating systems
· Network infrastructure

· Software features implementation, configuration and customization

· System back-ups

· Maintaining data integrity
· 3rd party products integration
· Depth of support provided
g. System operation and maintenance costs are:
i. Mainly associated with staff salary and time.

ii. Many tasks require systems librarians, programmers and IT support personnel
iii. Directly proportional to the functionality and complexity of the system. Vendor support is rarely sufficient for system backup, reports, statistics generation and end user support.
2. Hidden and System Operations Cost Examples:
a. Staff Salary1 
i. Daily cost of library technician: $160
ii. Daily cost of supervision for support staff: $280
iii. Daily cost of systems administrator: $275
iv. Daily cost of supervising librarian for systems $372
v. Daily cost of database administrator $339
b. Servers (locally hosted):
i. Robust Production server:  $60,000 every 7 years
ii. Operating System:  $8,000

iii. Annual Vendor Maintenance Contract:  $5500

iv. Secondary Servers (test, data storage and statistics): $15,000

c. Server Location Costs:
i.  Rack Space Costs (A/C, Electricity, UPS, Network Interface, Cabling): $10,000
ii. Back-ups (redundancy for on and off site):  $4,000

iii. ISP Redundancy:  $200 setup plus $50/month per 1GB data.
d. Annual ILS Costs: 

i. Robust, consortium (100+ libraries) ready ILS licenses and maintenance:  $185,000

ii. Cloud Services (help desk, online meeting, SMS): $6,500

iii. Content and Subscription Services (Syndetics, EBSCO, Overdrive):  $50,000

iv. Supplies and Training:  $10,000
1. “The Real Cost of ILS Ownership” 2003. R2 Consulting Services -  http://www.ebookmap.net/pdfs/ILS_Ownership_final.pdf
8% inflation calculated and added to salary totals to represent more current numbers.

