Have you looked at Total Cost of Ownership
(TCO) of transitioning your ERP to Cloud?
Is your company evaluating whether to transition your ERP solution to the cloud or stay on-premises? To
determine whether this transition is right for your company, you’ll need to understand the economic
impacts of your current ERP solution and what your ERP might look like in the cloud.
Total Cost of Ownership (TCO) is a ﬁnancial estimate to determine your economic value of investment
against your total direct and indirect costs over your system lifecycle. The TCO estimate considers the six
cost areas every company needs to understand when visualizing their company’s transition to the cloud.
Take a l ook at the graphic below – on the surface, cloud and on-premises solutions look identical! Let’s
dive into a comparative cost analysis between the cloud and on-premises to understand the right
solution for your organization.
Cloud

On-Premises

Software
This is the cost of your software application including the cost of all supporting products and services,
such as ISV solutions, add-on applications, customizations and other integrations to ensure your ERP
system is fully inter-operable with existing systems. One big diﬀerence from a licensing standpoint is that
the cloud is a SaaS that you pay-as-you-go monthly or annually and expense the cost, which is classiﬁed
as Operating Expense (OpEx). In the case of on-premises applications, you pay a high upfront cost
classiﬁed as a Capital Expense (CapEx) which is usually depreciated or amortized over several years.

Implementation, customizations and training
These costs apply in both the cloud and on-premises scenarios and will vary depending on the level of
complexity and use-case. You will likely need help from your Microsoft Certiﬁed Partner to successfully
implement your ERP , so you should account for the cost of their professional services. These

