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Server Consolidation Business Case

• Approach:
– Compare the estimated Total Cost of Ownership (TCO) over 5 years of 

operating current Sun servers vs. virtualizing and consolidating via Blade 
servers, vSphere 4, and Redhat Linux.  

– The following cost categories are being explored:
• Server acquisition and support costs
• Virtualization and OS software acquisition and support costs
• Oracle database costs
• Power, cooling and data center infrastructure costs
• IT labor costs
• Change/Migration costs

– Costs and factors not quantified in the analysis:
• Network infrastructure and management
• Data storage (using existing assets for the project)
• Systems uptime
• Benefits of advanced virtualization features



Server Consolidation Business Case

• Key Assumptions:
– 3 and 5 year cash flows included.
– Migrate 132 Sun/Solaris physical servers to 16 HP/Vmware/Linux physical servers.
– Estimate 9 to 1 average consolidation ratio.
– Annual Sun support costs from Idea International with 50% discount.
– Sun rack space and power numbers from Ideas International.
– Annual cost per Square Ft of data center = $136 based on Alinean/IDC research.
– Oracle costs from Oracle pricing schedules.  Used GSA pricing for Enterprise Lic.
– Reduction in Oracle based on core consolidation of 3.5 to 1.
– Number of Oracle licenses based on current server cores running Oracle DBs.
– IT labor costs based on Alinean/IDC research.
– Average cost per kWatt hour =  $0.10.
– Annual growth in maintenance costs = 5.00%.
– Annual growth in electricity costs = 5.00%.
– Annual growth in data center infrastructure costs = 5.00%.
– 16 HP Blade server/enclosure cost = $180,797 (with 5 yrs support) .
– Vmware and HP management software cost = $162,471 (with 3 yrs support).
– Estimated Linux licensing cost = $38,160 with 3 years of support.
– Estimated migration from Solaris to Linux = $500,000.
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Payback Period = 9 months
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