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As a company, we can save $9.2 million dollars over the next three years by converting 80% of 

our physical servers to virtual servers.  By consolidating 800 physical machines to 80 virtual machines, it 

will save the company $6.48 million in server and maintenance costs.   Since the company is in the 

process of repurchasing 1000 servers, the best option is virtualization which allows for server 

consolidation.  

The most compelling benefit of implementing virtual machines is making use of server 

consolidation.  By using virtual machines, utilization can increase from 5%-10% for a physical server to 

50% - 80% for virtual machines.  This can be done since multiple virtual machines can be allocated to 

one CPU allowing more gigabytes of RAM to be created and used. In addition, using virtual machines can 

decrease the costs of hardware maintenance, software maintenance, technical support, power and 

cooling. 

By utilizing virtual machines, the net savings over a three year period will be $9.2 million.  If our 

company continues to use 1000 physical servers, the total cost at the end of 3 years would be $14 

million.  By utilizing 200 physical servers and 80 virtual servers, the company would only spend $4.8 

million, resulting in a savings of $9.2 million.   
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  Type Servers Purchase Cost Maintenance Cost 
 

Current 
Server Cost Physical 1000  $                          8,000,000.00   $        2,000,000.00  

 

Upgraded 
Server Cost  Virtual  80  $                          1,280,000.00   $            240,000.00  

 

   Physical  200  $                          1,600,000.00   $            400,000.00  
 

Upraded 
Server cost   Combined     $                          2,880,000.00   $            640,000.00  

 

     
 

  Year 1 (Maintenance Cost & Server Cost) Year 2 (Maintenance Cost) Year 3 (Maintenance Cost) Total 
 

Cost 
(Current)  $                                               10,000,000.00  

 $                          
2,000,000.00   $                          2,000,000.00   $      14,000,000.00  

 

Cost 
(Upraded)  $                                                  3,520,000.00  

 $                              
640,000.00   $                              640,000.00   $        4,800,000.00  

 

   Net Benefit:  $        9,200,000.00  
 


