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Flash Research 2: Virtualization and Cloud Computing

By consolidating physical servers to virtual machines, our company can expect a
three-year net benefit of $9.2 million. This is called virtualization, and it allows IT to run 10
physical machines on one virtual server. We can realize this benefit because virtual machine

storage is less expensive than physical storage.

The main benefit of the migration is the lower cost of storage, as virtualization requires
fewer servers and related IT hardware and can reduce real estate, power, and cooling
requirements. Hosting virtual machines also enables IT to have more control over the
specifications, leading to more efficiency and reduced costs throughout all organizational
projects. According to VMWare, “when tenants wish to differentiate their storage or move
applications between test/dev and production, or when an application no longer needs the highest
levels of availability, traditionally this could be quite challenging, requiring the movement or
migration of physically stored data from one volume to another”. The benefits of this dynamic

storage will allow the organization to move to the digital age.

The initial outlay is $2.8 million for the new physical and virtual machines compared to
$8 million for all physical machines. We will save $2.7 million in years 2 and 3, because there
are fewer servers to maintain. By moving forward with this initiative, we can expect a three-year

net benefit of $9.2 million.
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