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Executive Summary 

 IBM Cloud for VMware Solutions provides a modern, hybrid cloud solution for 

organizations seeking improvements in performance and reliability of VMware 

environments. With this solution set, organizations also experience increases in 

developer productivity, reduced data center costs, improved operational efficiencies, and 

simplified security and compliance efforts, even in the most heavily regulated industries, 

offering a significant return on their modernization investment. 

 
 
 

IBM Cloud for VMware Solutions enables 

organizations to transition workloads into a hybrid 

cloud environment, providing increased performance 

and scalability on modern hardware with less effort 

and cost compared to legacy solutions. Flexible, 

consumption-based pricing enables organizations to 

easily scale up and down as business needs evolve. 

IBM’s global presence and expertise give decision-

makers assurance that complex workload migrations 

will be successful and that the organization will 

achieve the performance and reliability 

enhancements made possible by the hybrid cloud. 

Embedded compliance and security features also 

alleviate the burden of managing these critical 

requirements. 

IBM commissioned Forrester Consulting to conduct a 

Total Economic Impact™ (TEI) study and examine 

the potential return on investment (ROI) enterprises 

may realize by deploying IBM Cloud for VMware 

Solutions.1 The purpose of this study is to provide 

readers with a framework to evaluate the potential 

financial impact of IBM Cloud for VMware Solutions 

on their organizations.  

To better understand the benefits, costs, and risks 

associated with this investment, Forrester interviewed 

decision-makers with experience using IBM Cloud for 

VMware Solutions. For the purposes of this study, 

Forrester aggregated the interviewees’ experiences 

and combined the results into a single composite 

organization. 

Prior to using IBM Cloud for VMware Solutions, 

interviewees told Forrester that they sought to 

modernize with a hybrid cloud solution but struggled 

to find a provider that could address the breadth of 

diverse business and regulatory requirements. Some 

interviewees noted how their organizations faced 

significant capex and other expenses maintaining on-

premises data centers. Other interviewees who had 

worked with different cloud providers were unsatisfied 

with the level of service and responsiveness. Prior 

Return on investment (ROI) 

209% 

Net present value (NPV) 

$2.93M 

KEY STATISTICS 

Savings from increased 
operational efficiency: 

$1,222,053 

https://www.ibm.com/cloud/vmware
https://www.ibm.com/cloud/vmware
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EXECUTIVE SUMMARY 

attempts at addressing these challenges yielded 

limited success.  

After the investment in IBM Cloud for VMware 

Solutions, the interviewees migrated existing 

workloads into the cloud and discovered that they 

were able to add new workloads with a fraction of the 

effort needed to manage the legacy solution.  

 

KEY FINDINGS 

Quantified benefits. Risk-adjusted present value 

(PV) quantified benefits include: 

• Increased operational efficiencies totaling 

$1.2 million. IBM Cloud for VMware Solutions 

requires less effort to manage workloads and 

frees up resources from managing on-premises 

hardware supporting legacy solutions, so 

employees can focus on new initiatives and other 

value-added tasks.  

• Increased compliance and security 

efficiencies totaling $654,000. Compliance and 

security features in IBM Cloud enable 

organizations to reduce internal efforts in these 

areas, providing an opportunity to work on other 

projects and productive assignments. 

• Reduced data center cost by $731,000. Moving 

to the cloud gives organizations the ability to 

reduce capex and other expenses associated 

with maintaining an on-prem data center. 

• Reduced downtime worth $217,000. The 

reliability and performance gains organizations 

observe after deploying IBM Cloud for VMware 

Solutions reduces downtime and disruptions 

compared to the prior environment. 

• Increased developer productivity valued at 

$1.5 million. Simplified administrative, 

compliance, and security tasks, as well as a shift 

to containers through Red Hat OpenShift, 

enabled developers to increase productivity. 

Unquantified benefits. Benefits that are not 

quantified for this study include:  

• Avoided data transfer fees. IBM’s global 

network of data centers allows customers to 

avoid significant fees for transferring data across 

locations that are charged by other vendors. 

• Access to IBM expertise. The interviewees 

lauded the support and expertise provided by 

IBM and its partners. 

• Enhanced credibility. The reputation of IBM 

instills trust in users and customers. This helped 

an IT managed service establish credibility in the 

market for their services, according to its director 

who was interviewed for this study.  

Costs. To achieve the benefits associated with IBM 

Cloud for VMware Solutions, the risk-adjusted 

present value of the investment over three years 

includes:  

• IBM Cloud for VMware Solutions solution 

cost. The amount paid to IBM for IBM Cloud for 

VMware Solutions totals $783,000. 

• Internal efforts to integrate solution. The time 

spent by internal resources to facilitate the 

integration of the solution equals $554,000. 

• Training time. The time spent by IT and 

developer personnel to learn the features and 

functionality of the solution equals $66,000.  

The decision-maker interviews and financial analysis 

found that a composite organization experiences 

benefits of $4.3 million over three years versus costs 

of $1.4 million, adding up to a net present value 

(NPV) of $2.9 million and an ROI of 209%. 
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It works in IBM, and it’s a peaceful life. 
Something happens; they fix it. I need 
something; I rent it. It’s a peaceful life.  

— Director, IT managed services 

$1.2M

$654.2K

$730.7K

$216.7K

$1.5M

Increased operational efficiency

Increased compliance and security
efficiency

Reduced data center cost

Reduced downtime

Increased developer productivity

Benefits (Three-Year)

ROI 

209% 
BENEFITS PV 

$4.33M 

NPV 

$2.93M 
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TEI FRAMEWORK AND METHODOLOGY 

From the information provided in the interviews, 

Forrester constructed a Total Economic Impact™ 

framework for those organizations considering an 

investment in IBM Cloud for VMware Solutions.  

The objective of the framework is to identify the cost, 

benefit, flexibility, and risk factors that affect the 

investment decision. Forrester took a multistep 

approach to evaluate the impact that IBM Cloud for 

VMware Solutions can have on an organization. 

 

 

 

 

 

 

 

DUE DILIGENCE

Interviewed IBM stakeholders and Forrester 

analysts to gather data relative to IBM Cloud for 

VMware Solutions. 

 

DECISION-MAKER INTERVIEWS 

Interviewed four decision-makers at 

organizations using IBM Cloud for VMware 

Solutions to obtain data with respect to costs, 

benefits, and risks.  

 

COMPOSITE ORGANIZATION 

Designed a composite organization based on 

characteristics of the interviewees’ 

organizations. 

 

FINANCIAL MODEL FRAMEWORK 

Constructed a financial model representative of 

the interviews using the TEI methodology and 

risk-adjusted the financial model based on 

issues and concerns of the decision-makers. 

 

CASE STUDY 

Employed four fundamental elements of TEI in 

modeling the investment impact: benefits, costs, 

flexibility, and risks. Given the increasing 

sophistication of ROI analyses related to IT 

investments, Forrester’s TEI methodology 

provides a complete picture of the total 

economic impact of purchase decisions. Please 

see Appendix A for additional information on the 

TEI methodology. 

DISCLOSURES 

Readers should be aware of the following: 

This study is commissioned by IBM and delivered by 

Forrester Consulting. It is not meant to be used as a 

competitive analysis. 

Forrester makes no assumptions as to the potential ROI 

that other organizations will receive. Forrester strongly 

advises that readers use their own estimates within the 

framework provided in the study to determine the 

appropriateness of an investment in IBM Cloud for 

VMware Solutions. 

IBM reviewed and provided feedback to Forrester, but 

Forrester maintains editorial control over the study and its 

findings and does not accept changes to the study that 

contradict Forrester’s findings or obscure the meaning of 

the study. 

IBM provided the customer names for the interviews but 

did not participate in the interviews.  

 

 



 

THE TOTAL ECONOMIC IMPACT™ OF IBM CLOUD FOR VMWARE SOLUTIONS 5 

The IBM Cloud For VMware Solutions Customer Journey 

Drivers leading to the IBM Cloud for VMware Solutions investment 
 
 

 

KEY CHALLENGES 

The interviewees noted how their organizations 

struggled with common challenges including: 

• Legacy on-premises solutions created 

significant capital expenditures and other 

costs. When asked about the legacy 

environment at his IT managed services 

organization, the director of digital technology 

discussed the proliferation of hardware and other 

technologies, noting, “The company is very old, 

so you can imagine the on-prem that they’ve 

acquired.” He explained that his clients needed to 

replace legacy on-premises solutions and 

upgrade the hardware on which they ran VMware 

workloads, but doing so required “buying a 

server, possibly two, putting them in place, and 

then trying to have those [monitored and 

maintained].”  

• Organizations needed a hybrid cloud solution 

to accommodate diverse business 

requirements and high governance 

standards. The director of the IT managed 

services firm told Forrester, “The cloud industry 

as a whole just wasn’t in a very good place in 

terms of the belt and braces that we felt were 

needed, particularly if you’re supplying 

predominantly [professionals with high standards 

for data governance].” 

He added: “We were using a different cloud 

provider … [and] needed a stable-performing 

cloud provider that had to comply [with] older 

business requirements.” 

For the director of digital technology for a 

healthcare organization, managing an 

increasingly remote workforce presented a 

challenge. He said: “It’s very important that 

anybody who is remote is able to literally work in 

a seamless manner. … Running applications on 

a private cloud became important. Because of 

regulations and compliance, there is certain data 

that we are not allowed to put in the public cloud.” 

• Professional support and guidance from 

other cloud providers were lacking. Decision-

makers at organizations that had a prior cloud 

solution were not satisfied with the level of 

service they were receiving. The head of IT and 

security at a financial services organization said, 

“We just felt like there was not good 

responsiveness and responsibility taken with the 

previous cloud provider.” 

COMPOSITE ORGANIZATION 

Based on the interviews, Forrester constructed a TEI 

framework, a composite company, and an ROI 

  

Interviewed Decision-Makers 

Interviewee Industry Region 
Years Using IBM Cloud 
For VMware Solutions 

Director IT managed services Europe 5 

Head of IT and security Financial services Global 4 

CTO of research and advanced computing Data analytics Global 7 

Director of digital technology Healthcare North America 5 

 



 

THE TOTAL ECONOMIC IMPACT™ OF IBM CLOUD FOR VMWARE SOLUTIONS 6 

THE IBM CLOUD FOR VMWARE CUSTOMER JOURNEY 

analysis that illustrates the areas financially affected. 

The composite organization is representative of the 

four decision-makers that Forrester interviewed and 

is used to present the aggregate financial analysis in 

the next section.  

Description of composite. The composite 

organization is a large global enterprise in a 

regulated industry with stringent security and 

compliance requirements. The organization has 

many legacy applications and wants to be able to 

customize its solutions and retain control, including 

the ability to adjust security policies. The organization 

has been using VMware on-premises in its data 

centers but is approaching capacity constraints. The 

organization is seeking to modernize infrastructure 

and applications, reduce spending, and transition to a 

hybrid cloud environment. 

Deployment characteristics. Based on the 

composite organization’s criteria, IBM Cloud provides 

a platform to migrate existing workloads to a new 

environment running on modern hardware. The 

composite organization invests in VMware vCenter 

Server on IBM Cloud, which includes the automated 

installation of vSphere on bare metal with licensing 

for VMware vSphere, vSAN, NSX, and HCX. The 

organization begins with planning and proofs of 

concept.  

Once the solution is implemented, the organization 

begins to shift workloads without rearchitecting 

environments. The organization manages workloads 

using the same interface as it did on-premises. By 

Year 3, the organization has two clusters with 10 

servers, hosting 700 VMs. The organization also 

leverages IBM’s partners for disaster recovery (DR) 

and backup/replication.  

We have a 100% availability record 
since the day we opened with IBM. 
We’ve never had any downturn.  

— Director, IT managed services 

Key assumptions 

• VMware vCenter Server 
deployed on IBM Cloud 

• 2 clusters 

• 10 servers 

• 700 VMs by Year 3 
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Analysis Of Benefits 

Quantified benefit data as applied to the composite 

 
 

INCREASED OPERATIONAL EFFICIENCY 

Evidence and data. Moving workloads to IBM Cloud 

reduced the internal effort needed to manage 

workloads and hardware compared to the legacy 

environment. The performance and reliability 

improvements delivered by IBM Cloud for VMware 

Solutions also resulted in a variety of other increased 

operational efficiencies. When asked about 

operational efficiencies gained since deploying IBM 

Cloud for VMware Solutions, interviewees shared the 

following benefits with Forrester: 

• The CTO of research and advanced computing at 

a data analytics firm said: “Performance is 

definitely greater. … We noticed there are 

performance [gains], almost 20% better in the 

cloud … managing the overall availability of the 

hybrid cloud environment, which would not have 

been possible otherwise. We would not have that 

functionality to begin with. Once you get that 

functionality, you also get the performance 

benefits.” 

He added: “The fact that everything is centralized 

is a huge help. And the fact we have the same 

contract [for our other locations], it helps a lot. 

We have one point of contact, and that’s great. 

It’s a huge benefit.” 

• When asked about the resources that would be 

needed in lieu of IBM Cloud for VMware 

Solutions, the head of IT and security said: “It 

would require the team to probably increase at 

least 40% to cover shifts and be involved more in 

supporting the hardware. An increase of 40% to 

the team is a minimum.”  

Modeling and assumptions. Forrester assumes the 

following in valuing this benefit:  

• The FTEs who would have been required to 

manage the increasing VMware workloads in the  

  

Total Benefits 

Ref. Benefit Year 1 Year 2 Year 3 Total 
Present 

Value 

Atr Increased operational efficiency $233,700  $584,250  $701,100  $1,519,050  $1,222,053  

Btr 
Increased compliance and security 
efficiency  

$125,100  $312,750  $375,300  $813,150  $654,167  

Ctr Reduced data center cost $233,750  $293,250  $367,200  $894,200  $730,738  

Dtr Reduced downtime $45,000  $90,000  $135,000  $270,000  $216,717  

Etr Increased developer productivity $297,000  $594,000  $990,000  $1,881,000  $1,504,711  

 Total benefits (risk-adjusted) $934,550  $1,874,250  $2,568,600  $5,377,400  $4,328,386  

 

Reduced FTEs needed to manage 

environment by 75% 
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ANALYSIS OF BENEFITS 

• legacy environment would have grown from six in 

Year 1 to eight in Year 3.  

• Migrating VMware workloads to IBM Cloud 

reduces the effort needed to manage workloads, 

so only two FTEs are required. 

• In Year 1, 50% of this benefit is accrued while the 

organization migrates VMware workloads. 

• The average fully burdened annual salary for 

impacted FTEs is $123,000.  

Risks. The ability of organizations to increase 

operational efficiency through the deployment of IBM 

Cloud for VMware Solutions can vary across 

organizations due to differences in:  

• The complexity of existing workloads. 

• The ability of personnel to be assigned to other 

value-added activities. 

• The presence of other value-added activities at 

an organization.  

Results. To account for these risks, Forrester 

adjusted this benefit downward by 5%, yielding a 

three-year, risk-adjusted total PV (discounted at 10%) 

of $1.2 million. 

 

INCREASED COMPLIANCE AND SECURITY 

EFFICIENCY  

Evidence and data. Integrated compliance and 

security features allowed organizations to reduce 

internal efforts and expenditures on resources 

needed to maintain proper governance of sensitive 

information.  

• The head of IT and security for a financial 

services organization said: “[IBM Cloud] definitely 

improved security … internally. We tidied up a lot 

of things and put some good security practices in 

place while building this new in the IBM Cloud.” 

• The director of digital technology at a healthcare 

company said: “We didn’t have to worry about 

Increased Operational Efficiency 

Ref. Metric Source Year 1 Year 2 Year 3 

A1 
FTEs needed to manage workloads in legacy 
environment 

Interviews 6.0 7.0 8.0 

A2 
FTEs needed to manage workloads with IBM Cloud for 
VMware 

Interviews 2.0 2.0 2.0 

A3 Average fully burdened annual salary for impacted FTEs Assumption $123,000  $123,000  $123,000  

A4 Migration ramp Assumption 50% 100% 100% 

At Increased operational efficiency (A1-A2)*A3*A4 $246,000  $615,000  $738,000  

  Risk adjustment ↓5%       

Atr Increased operational efficiency (risk-adjusted)   $233,700  $584,250  $701,100  

Three-year total: $1,519,050  Three-year present value: $1,222,053  

 

28%

three-year 
benefit PV

$1.2 

million
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ANALYSIS OF BENEFITS 

security because security was handled by the 

cloud. … We didn’t have to spend on 

cybersecurity.” 

He added: “What we needed to do when people 

shifted remotely is to make sure that the remote 

technology worked properly. [IBM Cloud] helped 

us provide the security aspect very fast.” 

• The director of digital technology also explained: 

“We had a group of 24 people [handling 

compliance, governance, and security 

requirements], but we were able to reduce that to 

eight people. In terms of savings, it’s maybe 50% 

savings [for] compliance, governance, security.” 

Modeling and assumptions. Forrester assumes the 

following in quantifying this benefit: 

• The FTEs that would have been required to 

manage compliance and security tasks 

associated with the increasing VMware 

workloads in the legacy environment would have 

grown from four in Year 1 to six in Year 3.  

• Migrating VMware workloads to IBM Cloud 

reduces the effort needed to manage compliance 

and security tasks by 50%. 

• In Year 1, 50% of this benefit is accrued while the 

organization is migrating VMware workloads. 

• The average fully burdened salary for compliance 

and security FTEs is $139,000. 

Risks. The ability of organizations to increase 

compliance and security efficiency through the 

deployment of IBM Cloud for VMware Solutions can 

vary due to differences in: 

• Security and compliance requirements. 

• The ability to assign compliance and security 

personnel to other value-added activities. 

Results. To account for these risks, Forrester 

adjusted this benefit downward by 10%, yielding a 

three-year, risk-adjusted total PV of $654,000. 

Increased Compliance And Security Efficiency  

Ref. Metric Source Year 1 Year 2 Year 3 

B1 
FTEs needed to manage compliance and security in 
legacy environment 

Interviews 4.0 5.0 6.0 

B2 
FTEs needed to manage compliance and security with IBM 
Cloud for VMware 

Interviews 2.0 2.5 3.0 

B3 
Fully loaded annual salary for FTE managing compliance 
and security 

Assumption $139,000  $139,000  $139,000  

B4 Migration ramp Assumption 50% 100% 100% 

Bt Increased compliance and security efficiency  (B1-B2)*B3*B4 $139,000  $347,500  $417,000  

  Risk adjustment ↓10%       

Btr 
Increased compliance and security efficiency (risk-
adjusted) 

  $125,100  $312,750  $375,300  

Three-year total: $813,150  Three-year present value: $654,167  

 

15%

three-year 
benefit PV

$654,167
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REDUCED DATA CENTER COST 

Evidence and data. IBM Cloud for VMware 

Solutions gave organizations the ability to move 

critical workloads from on-premises data centers to 

the cloud, reducing the need for large capital 

expenditures on hardware, the cost of software 

needed to manage sensitive data, the cost of power 

and cooling, and additional expenditures for disaster 

recovery sites.  

• When asked about the cost savings with IBM 

Cloud, the director of digital technology at a 

healthcare firm offered “a conservative estimate 

of about 12%. … We didn’t need to spend on the 

actual physical space in the data center 

[compared to the] on-prem application, [and] 

more members are using the using the system. 

[We] would have [needed] to add more memory, 

more CPU.” 

He added: “[The IBM solution] does save money 

in terms of buying all the additional software to do 

governance because it is already taken care of in 

the cloud. You can just use the cloud tools. … 

You will save hundreds of thousands of dollars 

that you would need to buy from a third-party to 

install, configure, [and] maintain.” 

• The CTO of research and advanced computing at 

a data analytics company said: “Moving these 

workloads from … some colocation areas into the 

cloud [resulted in] no additional cost, [which] was 

definitely an improvement overall for the service. 

It saved us capex if we wanted to bring it up on 

our own.” 

• The director of digital technology at a healthcare 

organization said: “Cooling is one thing that 

[accounts for] almost 60% of the data center cost. 

When you move that to the cloud, you don’t have 

to worry about that.” 

Modeling and assumptions. Forrester assumes the 

following in quantifying this benefit: 

• The composite organization saves 10% in Year 1 

and 20% by Year 3.  

• The total cost avoided is included in the 

calculation and is offset by the IBM solution cost 

detailed in the Analysis Of Costs section to 

properly consider the net savings achieved in the 

analysis results. 

Risks. The ability of organizations to reduce data 

center costs through the deployment of IBM Cloud for 

VMware Solutions can vary due to differences in:  

• The presence of legacy technologies. 

• The ability and willingness of organizations to 

retire these solutions.  

Results. To account for these risks, Forrester 

adjusted this benefit downward by 15%, yielding a 

three-year, risk-adjusted total PV of $731,000. 

17%

three-year 
benefit PV

$730,738

“After we finished this 

expansion, we decommissioned 

the old servers and we cut down 

on the unnecessary [costs]. That 

was very convenient.” 

CTO of research and advanced 

computing, data analytics 
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REDUCED DOWNTIME 

Evidence and data. IBM Cloud for VMware 

Solutions improves the reliability and performance of 

environments at organizations. The interviewees 

shared the following with Forrester regarding the 

reduction of downtime: 

• The head of IT and security at a financial 

services firm said: “There were issues 

sometimes: performance, disruptions, or 

performance degradation, etc. … At least once 

per week, there was something in the 

environment.” 

• He added: “When moving to IBM, we also 

redistributed the workloads, and some of them 

we put into the cloud and on VMware. … All the 

back-office reporting capabilities in the 

environment that you need, we also put those in 

the [IBM] Cloud to improve the overall 

performance and stability of not only the core 

itself, but the primary things around it.”  

• The director at an IT managed services company 

told Forrester: “We speak to customers that are 

going down all the time. Having an hour or two a 

week is an acceptable level for these customers. 

We haven’t had that [since starting with IBM 

Cloud for VMware Solutions]. ... The reliability of 

the data centers and communication channels 

[IBM has] amongst their networks is a really high 

standard.” 

Modeling and assumptions. Forrester assumes the 

following in modeling the value of this benefit: 

• The migration of VMware workloads to IBM 

Cloud results in a reduction of one downtime 

event in Year 1. One additional downtime event 

per year is avoided as more workloads are 

migrated in Years 2 and 3. 

• The average cost per downtime event is $50,000. 

Risks. The ability of organizations to reduce 

downtime to users through the deployment of IBM 

Cloud for VMware Solutions can vary due to 

differences in:  

• The frequency, duration, and underlying causes 

of the prior disruptions. 

Reduced Data Center Cost 

Ref. Metric Source Year 1 Year 2 Year 3 

C1 Reduced data center cost Interviews $275,000  $345,000  $432,000  

Ct Reduced data center cost C1 $275,000  $345,000  $432,000  

  Risk adjustment ↓15%       

Ctr Reduced data center cost (risk-adjusted)   $233,750  $293,250  $367,200  

Three-year total: $894,200  Three-year present value: $730,738  

 

“Our environment is much more 

stable, and we have much more 

control over it [now that we are] 

in the IBM Cloud.” 

Head of IT and security, financial 

services 
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• The ability of IT personnel to remediate service 

disruptions.  

Results. To account for these risks, Forrester 

adjusted this benefit downward by 10%, yielding a 

three-year, risk-adjusted total PV of $217,000. 

 

 

  

INCREASED DEVELOPER PRODUCTIVITY 

Evidence and data. Developer productivity is 

increased at organizations deploying IBM Cloud for 

VMware Solutions by the simplification of security 

and compliance tasks and the deployment of Red Hat 

OpenShift, which enables organizations to tap into 

additional productivity gains available by shifting 

developer work to containers. 

• When asked if the IBM solution improves 

developer productivity, the CTO of research and 

advanced computing for a data analytics firm 

responded: “Absolutely, yes. … With 2020 and 

the pandemic, working in the IBM Cloud is 

definitely a huge, huge advantage.”  

He added: “Once [developers] learn it, then their 

productivity is higher because [for] some of the 

mundane things like security or compliance, [the 

effort needed is] reduced drastically when you 

are in a cloud environment. … Once they have it 

mastered, [there is a] 20% improvement, at 

least.” 

• The CTO also noted that IBM Cloud for VMware 

Solutions makes it easier to leverage resources 

worldwide: “IBM Cloud provide VPN 

communication from different parts of the globe. 

… They have VPN hotspots, and they do the 

production, and they work as usual. This is 

definitely a huge help for me. Otherwise, they 

would connect from India to my data center in 

Denham or who knows where [or if] it will work.”  

Modeling and assumptions. Forrester assumes the 

following in modeling the value of this benefit: 

• In Year 1, 30 developers experience a 20% 

productivity gain as administrative, compliance, 

and security tasks are reduced or eliminated as a 

Reduced Downtime 

Ref. Metric Source Year 1 Year 2 Year 3 

D1 Downtime events avoided per year Interviews 1 2 3 

D2 Cost per downtime event Interviews $50,000  $50,000  $50,000  

Dt Reduced downtime D1*D2 $50,000  $100,000  $150,000  

  Risk adjustment ↓10%       

Dtr Reduced downtime (risk-adjusted)   $45,000  $90,000  $135,000  

Three-year total: $270,000  Three-year present value: $216,717  

 

5%

three-
year 

$216,717
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ANALYSIS OF BENEFITS 

result of VMware workloads migrating to IBM 

Cloud. 

• In Years 2 and 3, more VMware workloads are 

moved to IBM Cloud, and the organization is able 

to reduce the effort needed on additional 

administrative, compliance, and security tasks, 

resulting in productivity gains of 30% and 40%, 

respectively. 

• Developers use 50% of the time saved on other 

value-added tasks. 

• The average fully loaded annual salary of a 

developer is $110,000. 

Risks. The value of this benefit can vary across 

organizations due to differences in: 

• The ability of developer teams to leverage the 

functionality of the solution in their work. 

• The availability of other value-added tasks.  

Results. To account for these risks, Forrester 

adjusted this benefit downward by 10%, yielding a 

three-year, risk-adjusted total PV of $1.5 million. 

UNQUANTIFIED BENEFITS 

Additional benefits that customers experienced but 

were not able to quantify include:  

• Avoided data transfer fees. IBM does not 

charge for transferring data between its data 

centers, which creates the opportunity for some 

organizations to avoid costs they may incur with 

other cloud providers. The director at an IT 

managed services organization told Forrester: 

“It’s a fairly significant cost, because if you have a 

business process where data is having to be 

moved constantly from data center to data 

center, it’s like having a leaking tap, in that you’re 

getting a monthly recurring fee for whatever the 

volume is that month.” 

The head of IT and security at a financial 

services firm added, “IBM Cloud gave us the 

Increased Developer Productivity 

Ref. Metric Source Year 1 Year 2 Year 3 

E1 Number of developers Interviews 30 40 50 

E2 Productivity improvement Interviews 20% 30% 40% 

E3 
Average developer fully loaded annual 
salary 

Assumption $110,000  $110,000  $110,000  

E4 Productivity capture Assumption 50% 50% 50% 

Et Increased developer productivity E1*E2*E3*E4 $330,000  $660,000  $1,100,000  

  Risk adjustment ↓10%       

Etr 
Increased developer productivity (risk-
adjusted) 

  $297,000  $594,000  $990,000  

Three-year total: $1,881,000  Three-year present value: $1,504,711  

 

35%

three-year 
benefit PV

$1.5 million
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ANALYSIS OF BENEFITS 

ability to use other locations and still have traffic 

routed over the private network at no additional 

cost.”  

• Access to IBM expertise. IBM provides its 

customers with access to expertise and guidance 

on how to make the most of their investment in 

IBM Cloud for VMware Solutions. The head of IT 

and security explained: “[With] the team at IBM, 

you get a very good deal because you have a 

good team of experts, and they can come in with 

their improvement initiatives and projects. … It's 

a very good deal because when you subscribe to 

the cloud, you also get access to a very big pool 

of competencies over there.” 

• Enhanced credibility. The reputation of IBM not 

only provides organizations with internal 

assurance that they are deploying a reliable, 

high-performing solution, but it can also confer 

enhanced credibility with an organization’s 

customers. The director of IT managed services 

explained: “If you look at the distinction of IBM 

Cloud, the benefit to us is, first of all, they’re a 

global player in the cloud industry and the public 

cloud market, which allows us a number of 

things. When we were originally starting out, it 

was credibility: ‘Don’t trust us, trust IBM.’ [There 

is] massive trust in the [IBM] brand.” 

 

FLEXIBILITY 

The value of flexibility is unique to each customer. 

There are multiple scenarios in which a customer 

might implement IBM Cloud for VMware Solutions 

and later realize additional uses and business 

opportunities, including:  

• Scalability. Migrating VMware workloads 

provides organizations with the flexibility to easily 

expand or reduce their storage needs as 

business requirements or demands evolve. The 

director of digital technology at a healthcare firm 

explained: “The greatest thing that the cloud 

provides in my opinion is scalability. If you jump 

from 100,000 users of a system to 300,000 

users, that would be impossible to do overnight if 

you’re using on-prem. You would need to buy 

servers and buy more memory and buy more 

CPU and assign more resources. All that 

becomes automatic when you use the cloud.”  

• Opportunity to improve other aspects of the 

environment. The head of IT and security at a 

financial services company told Forrester that 

after migrating to IBM Cloud, his organization 

was better positioned to take on other 

improvement initiatives. He said: “[IBM Cloud] 

definitely triggered a lot of improvement initiatives 

… [since] things are more tidied up and set up 

according to best practices. I would say we are 

definitely more agile and flexible in terms of the 

time it would take us to go in and react to a 

matter or fix it or implement something new — it’s 

just better built now.” 

Flexibility would also be quantified when evaluated as 

part of a specific project (described in more detail in 

Appendix A). 

 

“[IBM is] constantly putting [new 

equipment] in their data centers. 

We can just decommission some 

[older hardware] and bring on 

new ones. … IBM just does all 

that for us. It’s really 

advantageous in that regard.”  

 

— Director, IT managed services 
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Analysis Of Costs 

Quantified cost data as applied to the composite 

 
 

 

IBM CLOUD FOR VMWARE SOLUTIONS COST 

Evidence and data. IBM Cloud for VMware 

Solutions offers flexible consumption-based pricing 

that allows organizations to easily scale up and down 

as workload requirements evolve. 

IBM provided an estimate of the solution cost based 

on the composite organization’s deployment, which 

assumes that the organization deploys two clusters 

with 10 servers, and by Year 3, hosts 700 virtual 

machines (VMs).  

Modeling and assumptions. The solution cost 

includes automated installation of VMware vSphere 

on bare metal; licensing for vSphere, vSAN, NSX, 

and HCX; and subscription costs for Red Hat 

OpenShift. The composite organization’s transition to 

IBM Cloud involves migrating existing workloads as 

well as creating new workloads in the cloud over 

time, which leads to this cost increasing over time. 

Risks. The cost of IBM Cloud for VMware Solutions 

can vary across organizations due to differences in 

the configuration, consumption, and potential 

discounts based on vendor and volume.  

Results. To account for these risks, Forrester 

adjusted this cost upward by 5%, yielding a three-

year, risk-adjusted total PV (discounted at 10%) of 

$783,000. 

 

 

 

 

 

 

 

 

 

  

Total Costs 

Ref. Cost Initial Year 1 Year 2 Year 3 Total 
Present 

Value 

Ftr IBM Cloud for VMware Solutions cost $0  $262,500  $315,000  $378,000  $955,500  $782,964  

Gtr Internal efforts to integrate solution $148,500  $445,500  $0  $0  $594,000  $553,500  

Htr Training time $9,828  $26,712  $17,808  $22,260  $76,608  $65,553  

 Total costs (risk-adjusted) $158,328  $734,712  $332,808  $400,260  $1,626,108  $1,402,017  

 

“The biggest flexibility that we 

gained is that we don’t have to 

buy.”  

— Director of digital technology, 

healthcare 

56%

three-year cost 
PV

$782,964
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ANALYSIS OF COSTS 

 

INTERNAL EFFORTS TO INTEGRATE SOLUTION 

Evidence and data. The decision-makers Forrester 

interviewed discussed varying levels of planning and 

implementation efforts undertaken by internal 

personnel to facilitate the integration of IBM Cloud for 

VMware.  

The director of digital technology for a healthcare 

company told Forrester that his organization formed a 

cross-functional team and spent around 12 months 

coordinating integration efforts and migrating 

workloads to the cloud.  

Modeling and assumptions. Forrester assumes the 

following in quantifying the cost of internal efforts to 

integrate the solution: 

• A team of eight people spends three months and 

50% of their time, on average, on testing, 

planning, and piloting the solution. 

• During Year 1, a team of six people spend half 

their time migrating workloads to IBM Cloud. 

 

 

• The average fully loaded annual salary for a 

cross-functional integration team member is 

$135,000. 

Risks. The cost of internal effort to integrate the 

solution can vary across organizations due to 

differences in:  

• The size and complexity of environments.  

• The experience and skill set of internal staff.  

Results. To account for these risks, Forrester 

adjusted this cost upward by 10%, yielding a three-

year, risk-adjusted total PV of $554,000. 

 

IBM Cloud For VMware Solutions Cost 

Ref. Metric Source Initial Year 1 Year 2 Year 3 

F1 IBM Cloud for VMware Solutions cost Interviews   $250,000  $300,000  $360,000  

Ft IBM Cloud for VMware Solutions cost F1 $0  $250,000  $300,000  $360,000  

  Risk adjustment ↑5%         

Ftr IBM Cloud for VMware Solutions cost (risk-adjusted)   $0  $262,500  $315,000  $378,000  

Three-year total: $955,500  Three-year present value: $782,964  

 

39% three-year 
cost PV

$553,500
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ANALYSIS OF COSTS 

 

TRAINING TIME 

Evidence and data. The director of digital 

technology for a healthcare firm told Forrester that 

integration efforts included a training plan for internal 

personnel to efficiently learn the features and 

functionality of the solution.  

Modeling and assumptions. Forrester assumes the 

following in quantifying this cost: 

• Six IT FTEs require 24 hours of training each to 

facilitate the deployment and integration of the 

solution. 

• In Year 1, the developer team using Red Hat 

OpenShift receives 16 hours of training. In Years 

2 and 3, the developer team receives 8 hours of 

additional training per year. 

• The average fully loaded hourly salary for the IT 

personnel managing the solution and the 

developer team using Red Hat is $65 and $53, 

respectively. 

Risks. The cost of training can vary across 

organizations due to differences in the experience 

and skill set of IT personnel and the developer team. 

Results. To account for these risks, Forrester 

adjusted this cost upward by 5%, yielding a three-

year, risk-adjusted total PV of $66,000. 

Internal Efforts To Integrate Solution 

Ref. Metric Source Initial Year 1 Year 2 Year 3 

G1 FTEs for deployment and integration efforts Interviews 1 3     

G2 
Average fully loaded annual salary for cross-
functional integration team 

Assumption $135,000  $135,000      

Gt Internal efforts to integrate solution G1*G2 $135,000  $405,000  $0  $0  

  Risk adjustment ↑10%         

Gtr Internal efforts to integrate solution (risk-adjusted)   $148,500  $445,500  $0  $0  

Three-year total: $594,000  Three-year present value: $553,500  

 

5%

three-year cost 
PV

$65,553
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Training Time 

Ref. Metric Source Initial Year 1 Year 2 Year 3 

H1 IT and developer FTEs requiring training Interviews 6 30 40 50 

H2 Hours of training per year Interviews 24 16 8 8 

H3 Average fully loaded hourly compensation Assumption $65  $53  $53  $53  

Ht Training time H1*H2*H3 $9,360  $25,440  $16,960  $21,200  

  Risk adjustment ↑5%         

Htr Training time (risk-adjusted)   $9,828  $26,712  $17,808  $22,260  

Three-year total: $76,608  Three-year present value: $65,553  

 

When you move to [IBM Cloud], it 
gives you more security, and you 
automatically get a higher level of 
compliance, governance, and control. 

— Director of digital technology, healthcare 
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Financial Summary 

 

CONSOLIDATED THREE-YEAR RISK-ADJUSTED METRICS 
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Cash Flow Chart (Risk-Adjusted)

Total costs Total benefits Cumulative net benefits

These risk-adjusted ROI, 
NPV, and payback period 
values are determined by 
applying risk-adjustment 
factors to the unadjusted 
results in each Benefit and 
Cost section. 

 

The financial results calculated in the 

Benefits and Costs sections can be 

used to determine the ROI, NPV, and 

payback period for the composite 

organization’s investment. Forrester 

assumes a yearly discount rate of 10% 

for this analysis. 

 

Cash Flow Analysis (Risk-Adjusted Estimates) 

    Initial Year 1 Year 2 Year 3 Total 
Present 

Value 

Total costs   ($158,328) ($734,712) ($332,808) ($400,260) ($1,626,108) ($1,402,017) 

Total benefits   $0  $934,550  $1,874,250  $2,568,600  $5,377,400  $4,328,386  

Net benefits   ($158,328) $199,838  $1,541,442  $2,168,340  $3,751,292  $2,926,369  

ROI             209% 

Payback (months)            10.0 
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Appendix A: Total Economic 
Impact 

Total Economic Impact is a methodology developed 

by Forrester Research that enhances a company’s 

technology decision-making processes and assists 

vendors in communicating the value proposition of 

their products and services to clients. The TEI 

methodology helps companies demonstrate, justify, 

and realize the tangible value of IT initiatives to both 

senior management and other key business 

stakeholders. 

TOTAL ECONOMIC IMPACT APPROACH 

Benefits represent the value delivered to the 

business by the product. The TEI methodology 

places equal weight on the measure of benefits and 

the measure of costs, allowing for a full examination 

of the effect of the technology on the entire 

organization.  

Costs consider all expenses necessary to deliver the 

proposed value, or benefits, of the product. The cost 

category within TEI captures incremental costs over 

the existing environment for ongoing costs 

associated with the solution.  

Flexibility represents the strategic value that can be 

obtained for some future additional investment 

building on top of the initial investment already made. 

Having the ability to capture that benefit has a PV 

that can be estimated.  

Risks measure the uncertainty of benefit and cost 

estimates given: 1) the likelihood that estimates will 

meet original projections and 2) the likelihood that 

estimates will be tracked over time. TEI risk factors 

are based on “triangular distribution.”  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The initial investment column contains costs incurred at “time 

0” or at the beginning of Year 1 that are not discounted. All 

other cash flows are discounted using the discount rate at the 

end of the year. PV calculations are calculated for each total 

cost and benefit estimate. NPV calculations in the summary 

tables are the sum of the initial investment and the 

discounted cash flows in each year. Sums and present value 

calculations of the Total Benefits, Total Costs, and Cash Flow 

tables may not exactly add up, as some rounding may occur. 

 

PRESENT VALUE (PV) 

The present or current value of 

(discounted) cost and benefit estimates 

given at an interest rate (the discount 

rate). The PV of costs and benefits feed 

into the total NPV of cash flows.  

 

NET PRESENT VALUE (NPV) 

The present or current value of 

(discounted) future net cash flows given 

an interest rate (the discount rate). A 

positive project NPV normally indicates 

that the investment should be made, 

unless other projects have higher NPVs.  

 

RETURN ON INVESTMENT (ROI) 

A project’s expected return in 

percentage terms. ROI is calculated by 

dividing net benefits (benefits less costs) 

by costs.  

 

DISCOUNT RATE 

The interest rate used in cash flow 

analysis to take into account the  

time value of money. Organizations 

typically use discount rates between  

8% and 16%.  

 

PAYBACK PERIOD 

The breakeven point for an investment. 

This is the point in time at which net 

benefits (benefits minus costs) equal 

initial investment or cost. 
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Appendix B: Endnotes 

 
1 Total Economic Impact is a methodology developed by Forrester Research that enhances a company’s  

technology decision-making processes and assists vendors in communicating the value proposition of their 

products and services to clients. The TEI methodology helps companies demonstrate, justify, and realize the 

tangible value of IT initiatives to both senior management and other key business stakeholders. 
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