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 Our company is currently spending $2 million per year on server maintenance. This could be 

reduced to $300,000 per year through the use of virtual servers. If we implement server virtualization this 

year, we will receive a net benefit of $11.5 million over the next three years by reducing physical servers 

as well as maximizing the utilization of those servers.  

Virtualization is the partitioning of physical servers into virtual servers. The average server only 

uses 5 – 15% of its capacity. Using server virtualization our company can fit, on average, 10 virtual 

servers into one physical server. This would increase the utilization of the capacity of the physical server 

dramatically to around 60-70%. Utilizing virtual servers will also reduce the amount of physical space we 

would need to store our servers as well as the amount of energy required to keep them running. 

Implementing virtual servers will cost the company $1.6 million dollars however, we are at the 

beginning of a hardware refresh cycle and will be replacing each of our 1,000 physical servers anyway. 

This means that just by choosing virtual servers over physical ones we will be saving $6.4 million in 

implementation costs. Implementing virtual servers will also save our company $1.7 million per year in 

maintenance costs as well as reducing the amount of physical space needed to house servers. This, 

combined with the $6.4 million we will save on implementation costs, means that server virtualization 

will provide us a net benefit of $11.5 million over the next three years. That is why our company should 

take advantage of the fact that we will be replacing all of our servers anyway and jump on this 

opportunity. 

 



  

 

 Year 1 Year 2 Year 3 Total 

Benefit $10,000,000 $2,000,000 $2,000,000 $14,000,000 

Cost $1,900,000 $300,000 $300,000 $2,500,000 

Net Benefit $8,100,000 $1,700,000 $1,700,000 $11,500,000 
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