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Taking The High Cost Out Of
Hardware Maintenance

Alternative hardware maintenance strategies for achieving high

standards of reliability at th lowest possible cost.



Executive Summary

High standards of reliability + low costs = strategic opportunity

In a climate where IT managers are expected to demonstrate high levels of
efficiency and return on investment, any reasonable opportunity to lower
costs needs to be considered, as long as the opportunity measures up to
the standards of reliability and productivity that your organization
demands. At World Data Products, we believe that reliable third party
maintainers (TPMs) provide one of the most compelling strategic
opportunities for significant cost savings without any degradation in
reliability and up time.

In this paper you’ll learn how industry experts estimate that 60% of today’s
IT spending is dedicated to maintenance, and that IT managers can save
more than 40% of their hardware maintenance costs by outsourcing to a
reliable TPMs. Their data suggests that reliable TPMs can deliver major
savings across a major portion of the overall IT budget, which is a potential
bonanza that is well worth exploring.

Of course up time and reliability are important to IT organizations, and any
alternative to the standard manufacturer’s maintenance would have to meet
very high standards of availability. This paper demonstrates the impressive
size, expertise, and support infrastructure offered by the leading TPMs -
typically thousands of technicians in most major cities serving thousands
of data centers across the globe. It also provides a checklist to help you
evaluate how well a TPM’s capabilities will meet the needs of your
organization.

World Data Products, a world-class leader for refurbished Cisco, Compag,
Dell, HP, IBM, and Sun solutions has strategic relationships with many of
the leading TPMs and can help select the right maintenance program for

your unique situation based on expertise, responsiveness, location, and

parts availability.
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The Hardware Maintenance Marketplace

Information Technology: It’s still vital to daily operations and instrumental to an organization’s
ongoing success. If anything, it’s more essential than ever. Companies collect, process, and
distribute unprecedented amounts of data. They store it in larger data warehouses, transmit it over
faster networks, and protect it with more sophisticated business continuity and disaster recovery
systems. Butin today’s environment, the importance of data and data systems creates a dilemma.
On one hand, a company cannot risk a blockage or even slowdown in data access — a powerful
argument for paying the exorbitant prices for highly reliable hardware maintenance services. On
the other hand, every budget dollar spent on maintenance is a dollar not available for hardware,
software, or staff — an equally powerful argument for affordable maintenance. The question s,

what’s the right balance between reliability and affordability?

The Maintenance Monopoly

Thanks to Moore’s law, stiff competition, and slower growth across the technology industry, the
costs of processing power, storage capacity, data transmission and other data processing “goods”
continue to fall, year after year. Technology gives us faster, smaller, smarter systems and
components, and competition forces manufacturers to pass the savings on to users. Itis a classic
example of the free market in action, especially

since open architecture has made so many

components interchangeable. Hardware Whlle hardware haS
maintenance, however, has been something of become a Commodity

an exception. “Hardware maintenance isn’t

hardware maintenance

exposed to the commoditizing forces that affect

hardware prices,” states Mike Cunnien, Director COﬂtinueS to be the CaSh

of Sales at World Data Products. “While
cow for mantu

hardware has become a commodity, hardware

maintenance continues to be the cash cow for

manufacturers, particularly in the area of server, storage and networking hardware maintenance

services.”
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Experience suggests that the premium on OEM maintenance can be large. According to research by
Meta Group titled “Harvesting Hardware Maintenance Savings, the article’s author Rob Schafer
points out that, while systems have grown more reliable, the cost of vendor maintenance has not
reflected the change. The reality is that components simply aren’t as vulnerable as they once were.
Systems have been consolidated and standardized, requiring smaller parts inventories. The
increasing modularization of hardware — blade servers and hot plug drives, for example — has made
component replacement far simpler. And, in many cases, “hot spare and replace” has taken the
place of in situ repair. Still OEM maintenance has not come down in price. “The price a vendor
charges...” Schafer says, “...has little relation to the vendor’s costs.” In fact, he continues,

manufacturers tend to “view hardware maintenance as a high margin annuity.”

Why can OEMs continue to command premium prices for their maintenance services? It may simply
be habit on the part of buyers or the perceived safety of the “brand name.” It may be the fact that
OEMs imply (or state outright) that third parties do not have the knowledge or tools that the OEM’s
own service staff has, (when, in fact, a significant amount of OEM maintenance is actually
performed by contracted Third Party Maintainers (TPMs)). It may be the ease with which
maintenance is bundled into the hardware sale, or it may be that, in some cases, OEM maintenance

seems like the only choice for an overburdened in-house IT staff.

Viable Alternatives

Our research indicates that
Hardware maintenance direct from the manufacturer

- , - robust, credible hardware
isn’t the only game in town, and while it may have a

reputation for being the most reliable, this reputationis  maintenance Competition will
being challenged by very capable Third Party ; )
typically reduce the incumbent
Maintainers (TPM’s), whose obvious lower cost

advantage is both measurable and substantial. TPMs vend r 0 s ori g i nal

provide a combination of phone, web based, on-site, than 20% or save more than 40%

and parts availability services that rival the
S _— . by outsourcing to a reliable
manufacturer’s, with service tiers providing a range of

response times and availability options to meet the TPM. Rob Schafer, META Group

needs of most companies (See TPM Profile, pg. 5).
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Equally important, the leading TPMs have the infrastructure and experience to provide the levels

and quality of support required in today’s business environment with thousands of technicians

located in all the major cities nation-wide or world-_
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