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Downtime= Lossof Productivity and Intangible Costs

TheCogt of Downtime:
TheGartner Group, inadditionto other EXAMPLE:

analysts, report that therearenumerous P=2- Enployeesystems

“intangiblecosts’ associatedwithdowntime. KOS e[0Tk vodessTe Sy CUER7E1C2 0y
Someof theintangiblecoststo consider are: H= Hoursof downtime- 28 work hoursor 4days
Lossof Productivity: Nurber of employess,  [LeRANSRZATNEEO R AT REORR 71y
impacted hoursdown, hourly rate of

enployess TheCost of L ossProductivity:

Lossof Revenue: Directloss compensatory ~ Beforeexaminingthelossof productivity dueto
payments, lost futurerevenues, billinglosses,  downtime thetypeof downtimeneedstobe
CSSSEVice Solutiong andinvestment losses. determined. Therearetwotypesof downtime:
I : » Hard Downtime-timethat asystemis unavail-
eeqr D ed Reputation: Cust
R chNoteo fi m al me%s’ g;]ks mmfgg S ablefor productivity, typically measuredinhoursor
partners. days

inancial Pert » * Service Degradation Downtime-timethata
Financial Per o.rmanoe Revenuerecognition, system isunavailablefor productivity, usually
cashflow, lost discounts (A/P), payment

A oredit rati measured inminutes
Quarantees, and creditrating. _ Thelmpact of Hard Downtime:
Other Costs: Temporary employees, equipment - aqq imjngthat employessarenct necessarily 100%
rentals, overtimecosts, edrashipping unproductiveduring hard downtirm, thecost of st
charges, andtravel expenses. productivity for 2 employees, at $25 an hour, down
Thel ossof Productivity: for 28 hours, isillustratedinMode A, for 80%,
Lossssintheareasof labor, revenue, and 60% and 40% | ossof productivity:
srviceall contributetothetotal cogt of
downtimeand productivity. Thelossof Mode A:
eerloyeeproductl\ntylsthermst sgnlﬁcant Productivity Loss Due to Hard Downtime
e<pensealtributedto downtime USAToday 2 employees, $25 an hour, 28 hrs. downtime
reportedinanarticleentitied, When
ComputersFail, “ that commonplaceglitch 2000 |
cogtsarestaggering: upto$100hillion s1500 |
annuallyinlogt productivity” Ladkof
employeeproductivity usuallyleadstoa
cascade of related costs/expenses. The 5% 1
financial implicationsof thelossof productivity s |
isillustratedinthefollowing equation: Py oy oy

LABORCOST=PxCxH Percentage
P = number of peopleaffected
C = averageemployeecost per hour

$2,500

Dollars

$1,000 1

H = number of hours of thedowntime



Thelmpact of Service Degradation Downtime:
Itislikelythat employeesaremoreproductiveduring service
degradationthan during hard downtime becausethedowntimeis
for abrief period of time. However, it would not be unusual for a
company to experienceat least 4 service degradationswithina
month, lagting an averageof 45 minutes, for an averageof 3hours
servicedegradation. Thecost of lost prodeutivity for 2 employees,
at $25 an hour, downfor 3 hoursdueto servicedegradation, is
illustratedin Mode! B, for 30%, 20% and 10%lossof productivity:
Modd B:

Productivity Loss Due to Service Degradation Downtime
2 employees, $25 an hour, 3 hrs. downtime

$45 4
$40 1
$35 1
$30 1
$20 +
$15 +
$10 +
$5 1
$ A T T
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Thelmpact of Downtimeon an Annual Basis.
Thecogt of loss productivity onan annualized basisusing the
smpleexamplesof 2 employees, representedinFigureAand B
areillugratedinthe Tablebe ow:
Figure A-AnnualizgdHard Doawntime:

80% 60% 40%
$26,830 $20,160 $13440

Figure B - Annualized Service Degradation Downtime:
30% 20% 10%

$540 $360 $180

MCSS Service Contract vsWarranty Service:
It'sobviousfromthesesmpleilludtrationsthat costsassociated
with downtimearemost detrimental to productivity and thecost
efficienciesof any organization. Restoring productivity as
expeditioudy aspossibleiscritical —thegoal should betonarrow
thewindow of unproductivity and theassociated cascading costs.

Thelmpact of Warranty Service:

Many organizationshelievethat itiseconomicallywiser to cover
servicethroughamanufacturers warranty, alleviating any direct
cost associated for service. However, depending solelyon
warranty servicemay actually add tothe Total Cost of Ownership,
because of thelength of timerequired for amanufacturer to
repondtodowntime. Industry researchindicatesthat inmany
cases, thelossof productivity through war ranty downtime
averages4days warranty servicecall responsetypicallyis2
days, (1 dayfor diagnosisand 1 day for replacement partsor
componentstoarriveondgite). Theeconomicsof a4 day, hard
downtimehavealready beenillugtrated for two employees, just
imaginetheeconomicimplicationsfor multipleusers.

Thelmpact of MCSS Programs.

Althoughthereisadirect cost associated witha MCSSWarranty Uplift,
theeconomic benefitsoff-set the expenseand drive down the Total Cost
of Ownershipthrough:

* Timely responses- within2 or 4 hours

* Timely repairs-within4 hours

* Timely part and/or hardwarereplacement

* Timely server monitoringand alert notification - within 1 hour

Cost Savings of an MCSSWarranty Uplift

For example: Anaverage MCSS3 Year Warranty Uplift for 2 desktop
workstationsis$128* for each unit. ComparetheWarranty Uplift
cost againg theannualizedlossof productivity asillugratedinthe
TablebdowandinMode C:

* Averagepricewill vary based on manufacturer’ sspecific makeand model.

3Year Warranty Uplift:
2Units-$256
Annualized Cogt of Lossof Productivity 2 Employees:

80% LossProductivity=$26,830
60% LossProductivity=$20,160
40% LossProductivity =$13,440

Modd C:

Cost of Annual Warranty Uplift vs Gost of Loss of Productivity

$2500
$2,000
$1,500
$1,000
5500 .
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80%Lloss  60%Loss  40%Loss Annual
Productivity ~ Productivity ~ Productivity ~— Warranty
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Percentage

Ask Your CIOAbout Your Organization'sDowntime
Ifyou believethat your company isimmunefromsignificant
downtime, ask your Chief Information Officer howlongit’sbeen
sncethere'sheenamajor problemwiththeorganization's
computer sysem? Chancesare, heor shewill look at their watch
and not thecalendar. Intoday'shighly competitive, rapidly
changing technological world, your organization can't affordtobe
without timely and cost-effectiveresponsesto downtime.
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800-451-4429
WWWW.meservicesolutions.com .
Measure our productivity witha

clock....not acaendar.




