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	Virtualization will save this company $9,200,000 over three years. These savings will come as a result of virtualization’s ability to consolidate what is now too many physical servers to just a fraction of physical servers which simulate multiple, smaller server environments. This technology is a crucial investment which must be made to save our company nearly ten million over the coming years.
	Virtualization operates by simulating server environments on one larger physical server, effectively splitting it into multiple smaller servers which handle the same amount of data. Doing so will eliminate the need for much physical hardware; VM Ware suggests a conservative average consolidation ratio of 10:1, although it could go to 15:1 and higher (“Server Consolidation”). This company operates 1,000 physical servers, 80% of which could be ran as virtual servers; virtualization could reduce this number to just 80 virtual servers and 200 physical servers. This means lower cooling, floor space, and power requirements will be needed (“End-to-end Virtualization”). This ability to consolidate will realize tangible cost reduction benefits that make it a more than worthwhile investment.
[bookmark: _GoBack]	Over a three-year period, a total of $9,200,000 will be saved. Though it will initially cost $2,880,000 to purchase then $1,920,000 to maintain over three years, this company does not even need to look at the costs and benefits over a three-year period to realize the necessity of this investment. Since the company plans to do a hardware refresh next year and replace all 1,000 physical servers anyway, the option to upgrade to virtual servers comes at a very opportune time. It would cost $8,000,000 to replace all 1,000 physical servers, but only $2,880,000 to replace 200 physical servers and consolidate the rest to 80 virtual machines; this is a difference of $5,120,000. Furthermore, each year it will cost $1,360,000 less to maintain the 80%/20% virtual and physical server mix, saving $4,080,000 over three years. This investment is absolutely necessary, as savings will be realized at the moment of purchase and compounded over the following years, and these are just the savings that are a direct result of virtualizations consolidation benefit; many more savings will abound.

Works Cited
"Consolidation and Virtualization: The Same, but Different." Consolidation and Virtualization: The Same, but Different. N.p., n.d. Web. 24 Feb. 2014.
"End-to-end Virtualization." IBM. N.p., n.d. Web. 24 Feb. 2014.
"Server Consolidation." Server Virtualization & Consolidation: VMware. N.p., n.d. Web. 22 Feb. 2014.








	
	Purchase/Repurchase
	Each Year Maintenance
	Total 3 Year Maintenance
	TCO 3 Yrs

	1,000 Phys Servers
	 $               8,000,000.00 
	 $                  2,000,000.00 
	 $                        6,000,000.00 
	 $ 14,000,000.00 

	200 Phys + 80 Virtual
	 $               2,880,000.00 
	 $                      640,000.00 
	 $                        1,920,000.00 
	 $   4,800,000.00 

	
	
	
	
	

	Total Savings
	 $               5,120,000.00 
	 $                  1,360,000.00 
	 $                        4,080,000.00 
	 $   9,200,000.00 


	
