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Executive Summary 

According to Forrester’s research, “Cloud migration is driving the latest 

phase of application modernization — and companies of all sizes require 

assistance in making their cloud journeys.”1 The reason for assistance is 

simple: While cloud migration includes lift-and-shift of workloads to the 

cloud, simple migration is not enough to maximize the benefits of 

modernizing apps.2 Although organizations desire the organizational agility 

and cost-effective consumption models that the cloud offers, over on-

premises deployments, replatforming and refactoring applications is time-

consuming and requires specialized expertise in both apps and cloud 

platforms. Furthermore, in order to attain app modernization, firms must 

first modernize infrastructure and take new approaches to managing it. 

IBM commissioned Forrester Consulting to conduct a Total Economic 

Impact™ (TEI) study and examine the potential return on investment (ROI) 

enterprises may realize by leveraging IBM solutions to accelerate their 

journey to cloud. The purpose of this study is to provide readers with a 

framework to evaluate the potential financial impact of IBM solutions on 

their organizations.  

To better understand the benefits, costs, and risks associated with this 

investment, Forrester interviewed two customers and surveyed an 

additional 120 IT decision makers who partner with IBM. Working with 

IBM, these customers modernized their application portfolios and 

accelerated migrations to the public cloud. Once in the cloud, the 

organizations retired traditional on-premises infrastructure that was no 

longer necessary. Furthermore, these companies engaged IBM to manage 

their cloud deployments, further reducing ongoing operations costs. Being 

in the cloud also enabled organizations to innovate and respond to 

changing customer demands, i.e., winning and retaining customers with 

new services and engagement models that were previously not possible 

with their legacy deployments. 

Prior to partnering with IBM, the customers managed their own data 

centers, which proved to be a complex endeavor that was both difficult and 

uneconomic. The surveyed organizations were interested in moving to the 

cloud, but they first recognized that they would need a partner with the 

right skills to help plan and execute cloud migration and modernization 

projects.  

Key Findings 

Quantified benefits. The following risk-adjusted present value (PV) 

quantified benefits are representative of those experienced by the 

interviewed companies that partner with IBM: 

› Reduced application migration and modernization costs by 34%. 

Organizations that want to move to a multicloud environment and enjoy 

the benefits of a modern application portfolio need to heavily invest in 

planning and executing their cloud migration and app modernization 

efforts. The complexity of traditional systems and infrastructure results in 

unknown dependencies and cumbersome operations processes. 

Working with the right partner provided these companies with access to 

the cloud talent and neutral third-party evaluation that was necessary to 

accelerate efforts and reduce the incurred costs. 

Benefits Of Using IBM 
As A Partner  

 
 
Data center infrastructure 
savings: 

$291 million 

 
 
Improved operating income: 

$64 million 

 
 
Operational savings: 

$41 million 
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› Reduced risk of application disruption by 44%. Working with a 

partner ensured that application migration efforts were done properly. 

Organizations reduced risk and improved time to delivery, lowering the 

chance of disruption to core applications and ensuring that downtime 

was minimized, and costs were reduced. 

› Reduced ongoing operational costs by 35%. By modernizing their 

applications and simplifying their support processes, these organizations 

reduced the effort required for ongoing operations. To reduce operational 

costs further, clients built new enterprise applications and created 

customized multicloud deployments. 

› Reduced data center footprint over five years by 80%. Through their 

partnership with IBM, organizations executed their cloud journey, freeing 

them to retire legacy on-premises hardware. Organizations discontinued 

the costs associated with operating and maintaining physical data 

centers as they transitioned their applications to the cloud. 

› Improved operating income. Having next-generation applications 

deployed in the cloud allows organizations to address new markets as 

well as offer new products and services to their existing customer base. 

Organizations that have completed their cloud journey are better able to 

address changing customer demands and focus internal efforts on 

operational and product innovations. 

Unquantified benefits. The interviewed organizations experienced the 

following benefits, which are not quantified for this study:  

› Consolidated vendor portfolio. Organizations can take advantage of 

IBMs’ existing products and partner relationships when licenses come 

up for renewal — either replacing current vendors with IBM offerings or 

negotiating lower prices. Managing fewer vendors also reduces the 

required internal assets, which are dedicated to such tasks. 

› Integration of Red Hat offerings. Organizations can further reduce 

operational costs through infrastructure automation with Red Hat 

Ansible, while increasing DevOps velocity with Red Hat OpenShift.  

› Improve customer experience. Modern, cloud-enabled apps enhance 

the experience of both internal users and external customers through 

improved reliability, faster delivery of innovative features, and the ability 

to offer customers the type of cloud engagement and licensing models 

they prefer.  

› Improved security and resiliency. Using IBM’s security products and 

expertise, organizations strengthened their cyber security and resiliency 

profile while they migrated and modernized apps using cloud. 

Costs. The interviewed organizations paid IBM for implementation 

services, which spanned the entire cloud journey from planning to 

execution, as well as an annual fee for ongoing management and 

development services, which was prorated over the life of the contract. 

Forrester’s interviews with existing customers, the survey of 120 IT 

decision makers, and subsequent financial analysis found that an 

organization based on these interviewed organizations experienced 

benefits of $413,724,726 over five years versus costs of $271,342,360, 

adding up to a net present value (NPV) of $142,382,366 and an ROI of 

52%.  

 

ROI 
52% 

Benefits PV 
$414 million 

NPV 
$142 million 

Payback 
30 months 

“We are now opex instead of 

capex. You’re allowed to focus 

on improving the actual 

customer experience and the 

software, which is your core 

deliverable, as opposed to 

actually managing 

infrastructure.” 

Chief product officer,  

B2B software 
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Total benefits PV, 
$413.7M

Total costs PV, 
$271.3M

Initial Year 1 Year 2 Year 3 Year 4 Year 5

Financial Summary

Payback period:
30 months
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TEI Framework And Methodology 

From the information provided in the interviews, Forrester has constructed 

a Total Economic Impact™ (TEI) framework for those organizations 

considering partnering with IBM.  

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 can have on an organization: 

DUE DILIGENCE 
Interviewed IBM stakeholders and Forrester analysts to gather data 
relative to IBM solutions. 

CUSTOMER INTERVIEWS AND SURVEY 
Interviewed two organizations and surveyed an additional 120 
organizations to obtain data with respect to costs, benefits, and risks. 

COMPOSITE ORGANIZATION  
Designed a composite organization based on characteristics of the 
interviewed 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 interviewed organizations. 

CASE STUDY 
Employed four fundamental elements of TEI in modeling IBM’s impact: 
benefits, costs, flexibility, and risks. Given the increasing sophistication 
that enterprises have regarding ROI analyses related to IT investments, 
Forrester’s TEI methodology serves to provide a complete picture of the 
total economic impact of purchase decisions. Please see Appendix A for 
additional information on the TEI methodology. 

 
 

The TEI methodology 

helps companies 

demonstrate, justify, 

and realize the 

tangible value of IT 

initiatives to both 

senior management 

and other key 

business 

stakeholders. 

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 report to determine the 

appropriateness of an investment in IBM Services. 

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. 
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The IBM Customer Journey 

BEFORE AND AFTER THE IBM INVESTMENT 

Interviewed Organizations 

For this study, Forrester conducted interviews with companies that are 

transforming their technology with IBM to better understand the benefits 

and costs they have recognized. Interviewed customers include the 

following: 

Surveyed Organizations 

To help validate the information determined in the interviews, Forrester 

conducted an additional survey of 120 IT decision makers in the United 

States, Europe, and the Asia Pacific region using IBM for managed 

services. 

 

Key Challenges 

Customers described the following challenges, which motivated them to 

explore partnering with IBM: 

› Desire to retire traditional infrastructure and move to a 

consumption-based model. Organizations wanted to shed their 

traditional infrastructure footprint, moving from a capex to an opex 

model. Firms that required compute-heavy workloads wanted to pay 

for consumption when they needed it, and not accrue technical debt 

nor pay to maintain underused hardware during off-peak periods. 

› Inability to effectively plan and execute their cloud strategies. 

Interviewees expressed a general wariness when planning for and 

executing their cloud strategy. They lacked confidence in their existing 

talent and tools, feared the repercussions of mistakes during 

execution, and were concerned about causing business disruption.  

INDUSTRY REGION INTERVIEWEE REVENUE DATA CENTER FOOTPRINT 

Insurance United States 
Head of infrastructure 

$16 billion 
3 data centers 
9,000 servers 

B2B software Europe 
Chief product officer 

$100 million 
3 data centers 
1,800 servers 

“IBM helped us lay out a game 

plan on how best to approach 

it. When we thought about the 

clustering of apps and how to 

face it — the timeframes, the 

resourcing of it — the GTS 

team helped us plan out and 

execute. Cost has been within 

budget, in fact the CBA (cost-

benefit analysis), was much 

better than we anticipated.” 

Head of infrastructure,  

insurance 
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› Outdated application portfolio. Most large companies, especially 

those growing through acquisition, manage and maintain a broad and 

growing application portfolio. Many of the interviewed organizations’ 

applications were old and were not designed with cloud capabilities in 

mind. Interviewees expressed a desire to modernize their application 

portfolios and help their teams adopt agile development practices, so 

their company was better positioned to bring improved products to 

market faster and respond quickly to changing customer desires.  

 

“One of the most important 

factors in our evaluation 

process was the brand 

strength of IBM. When you talk 

about software as a service 

with your customers — about 

data centers and data center 

security — the question 

always comes up: ‘Where is 

the data hosted?’ Especially in 

Europe. Having a trusted 

partner like IBM was crucial for 

us.” 

Chief product officer,  

B2B software 

 



 

7 | The Total Economic Impact™ Of Optimizing And Managing Your Hybrid Multicloud 

 

Solution Requirements 

 

 

Key Results 

The interviews revealed that key results from the IBM investment 

include:  

› Engaged with IBM to successfully execute cloud migration. 

Harnessing IBM’s expertise in planning and executing cloud migrations 

helped organizations accelerate their time-to-market and avoid costly 

mistakes as they replatform their business applications. 
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› Reduced data center footprint. Once applications were successfully 

migrated to the cloud, organizations phased out on-premises hardware 

and support. Retiring on-premises infrastructure allowed them to 

reduce current and future capital expenditures, replacing them with a 

preferred operations-based cost model that provides agility through the 

ability to match costs to business utilization. 

› Streamlined operations. Organizations used their cloud transition to 

both streamline infrastructure management and operational processes 

and to leverage IBM tools and education for the purpose of further 

reducing ongoing operations costs. 

› Reduced risk of business disruptions. Due to the skills and 

expertise of the IBM services staff, companies trusted that migration 

efforts would reduce and eliminate additional downtime and risk.  

› Enhanced products and services. Through working with IBM, 

organizations planned and implemented a DevOps roadmap, which 

improved software delivery agility and enabled dev teams to speed up 

delivery times. Also, firms integrated IBM’s latest security and AI 

products into their app portfolios, which modernized security protocols 

and automation efficiency.  

Composite Organization 

Based on the interviews, Forrester constructed a TEI framework, a 

composite company, and an associated ROI analysis that illustrates the 

areas financially affected. The composite organization is representative 

of the two companies that Forrester interviewed and is used to present 

the aggregate financial analysis in the next section. The composite 

organization that Forrester synthesized from the customer interviews 

has the following characteristics:  

› A US-based, Fortune 500 company, with roughly $8 billion in annual 

revenue. The organization sells B2B services and is supported by on-

premises infrastructure. 

› The composite organization maintains 7,000 servers in its legacy on-

premises environment. 

› The composite organization has a portfolio of 900 applications. Six 

hundred applications are migrated in the initial migration, and an 

additional 200 core applications are moved over in Year 2. One 

hundred applications are retained and cannot be transitioned to the 

cloud. However, it does acquire smaller businesses on an annual basis 

and migrates those applications over as they are integrated. 

 
Key assumptions:  

• $8 billion annual revenue 

growing 5% annually 

• 7,000 servers 

• 900 applications 

• 250 IT operations staff 

“IBM has continued the 

educational awareness for me 

and my team around what’s 

happening in the market. We 

have a cloud convention, a 

cloud day, a DevOps day 

where we bring in vendors and 

IBM has always been a 

sponsor. They are very much in 

front of things and a key 

participant.” 

Head of infrastructure,  

insurance 
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The table above shows the total of all 
benefits across the areas listed below, 
as well as present values (PVs) 
discounted at 10%. Over five years, 
the composite organization expects 
risk-adjusted total benefits to be a PV 
of more than $413 million. 

Reduced cost of 
application migration and 

modernization: 4% of 
total benefits 

five-year 
benefit PV

$15.4 million

Analysis Of Benefits 

QUANTIFIED BENEFIT DATA AS APPLIED TO THE COMPOSITE 

 

Reduced Cost Of Application Migration And 

Modernization 

A key goal for interviewees was effectively planning, managing, and 

migrating their applications to a hybrid multicloud environment. The 

majority of surveyed IT decision makers (48%) cited the ability to, 

“modernize and/or build new applications with microservices, containers, 

and DevSecOps tools,” as one of their top three factors when selecting a 

cloud service provider. 

By working with IBM, interviewees had a faster path to completion for 

migration and modernization projects. The head of infrastructure for an 

insurance firm stated: “IBM helped us lay out a game plan [on] how best 

to approach our migration. They really helped on the back end of the 

approach — how to think about clustering of apps, how to face it. We 

used IBM to plan out our timeframes, how to resource our actions and 

execute. The resource cost of our migration was within budget — in fact, 

it was better than we had budgeted for.”  

Total Benefits 

REF. BENEFIT YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 TOTAL 
PRESENT 
VALUE 

Atr 
Reduced cost of 
application migration 
and modernization 

$8,721,000  $2,761,650  $2,623,568  $2,492,389  $2,367,770  $18,966,376  $15,354,196  

Btr 
Reduced risk of 
disruption to availability 
of applications 

$2,227,104  $474,848  $418,000  $371,184  $334,400  $3,825,536  $3,192,286  

Ctr Operational savings $10,806,250  $10,806,250  $10,806,250  $10,806,250  $10,806,250  $54,031,250  $40,964,190  

Dtr 
Data center 
infrastructure savings 

$32,335,625  $64,671,250  $97,006,875  $103,474,000  $103,474,000  $400,961,750  $290,649,385  

Etr 
Improved operating 
income 

$0  $0  $14,994,000  $31,487,400  $49,592,655  $96,074,055  $63,564,669  

 
Total benefits  
(risk-adjusted) 

$54,089,979  $78,713,998  $125,848,693  $148,631,223  $166,575,075  $573,858,967  $413,724,726  
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Impact risk is the risk that the business 
or technology needs of the 
organization may not be met by the 
investment, resulting in lower overall 
total benefits. The greater the 
uncertainty, the wider the potential 
range of outcomes for benefit 
estimates. 

 

In modeling the reduced cost of application migration and modernization, 

Forrester assumes: 

› The composite organization targets and migrates 600 applications in 

Year 1. The remaining applications, as well as those gained through 

corporate acquisition, are migrated in Years 2 through 5. 

› The composite organization has an average internal cost of $45,000 

per application migration/modernization project. This internal cost is 

assumed to decline by 5% on an annual basis to account for the 

accumulation of experience and its resulting impact on speed to 

delivery. 

› Working with IBM reduces the cost of application migration and 

modernization by 34%. 

Forrester recognizes that a number of risks may impact the benefits 

accrued by readers. Specific risk considerations include: 

› Existing internal talent, ability, and the speed to migrate applications for 

cloud environments. 

› Breadth and complexity of application portfolio. 

To account for these risks, Forrester adjusted this benefit downward by 

5%, yielding a five-year, risk-adjusted total PV of $15,354,196.  

Source: A commissioned study conducted by Forrester Consulting on behalf of IBM, February 2020

Thinking about your current journey to the cloud, which of the following describes how your cloud service 

provider(s) helped your business transformation? (Select one.)

43%

46%

8%

3%

0%

They significantly sped up our journey to cloud

They somewhat sped up our journey to cloud

They neither helped nor hindered the time it took to get on the cloud

They somewhat slowed our journey to cloud

They significantly slowed our journey to cloud

Base: 120 IT decision makers at organizations who use IBM as a cloud provider
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Reduced risk of 
disruption: 1% of total 

benefits 

five-year 
benefit PV

$3.2 million

 

Reduced Risk Of Disruption To Availability Of 

Applications  

Utilizing IBM’s migration planning and execution, companies dramatically 

reduced the likelihood that applications would experience outages and 

downtime. IBM works with customers to identify the impact that changes 

may have on adjacent applications and to ensure that actions do not 

have unintended consequences. 

The chief product officer at a B2B software firm told Forrester: “The 

strategic value of working with IBM — and probably one of the areas 

where we saw the most cost savings — was the smoothness of 

migration. It was in our control and exactly as expected. The migration 

forced us to look at our own infrastructure and do so with an independent 

partner who would ask difficult questions. You have an excellent partner 

asking you about numbers and parts and, ‘Where are your dependencies 

in terms of downtime when you migrate this?’” 

The head of infrastructure for an insurance firm stated: “Our relationship 

with IBM has been pretty good. Stability of operations has been really 

good, quite reliable. The transformation was not disruptive.” 

For the composite organization, Forrester assumes that:  

› Current availability is 99.9%. 

› Percentage of the application portfolio represents the proportion of 

total apps migrated. Hourly downtime impact is calculated as revenue 

prorated over applications. 

› Downtime improvement due to IBM of 44%. 

The reduction in downtime expense will vary with:  

› Current level of availability. 

› Breadth and complexity of application portfolio. 

Reduced Cost Of Application Migration And Modernization: Calculation Table 

REF. METRIC CALC. YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 

A1 
Applications 
migrated  

  600 200 200 200 200 

A2 

Average cost of 
application migration 
project (planning and 
execution) 

5% reduction 
in cost each 
year with 
experience 

$45,000  $42,750  $40,613  $38,582  $36,653  

A3 
Reduction in cost 
with IBM  

  34% 34% 34% 34% 34% 

At 
Reduced cost of 
application migration 
and modernization 

A1*A2*A3 $9,180,000  $2,907,000  $2,761,650  $2,623,568  $2,492,389  

  Risk adjustment ↓5%           

Atr 

Reduced cost of 
application migration 
and modernization 
(risk-adjusted) 

  $8,721,000  $2,761,650  $2,623,568  $2,492,389  $2,367,770  
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Operational savings: 
10% of total benefits 

10%

five-year 
benefit PV

$41.0 million

› Existing hourly downtime costs. 

To account for these risks, Forrester adjusted this benefit downward by 

5%, yielding a five-year, risk-adjusted total PV of $3,192,286.  

 

Operational Savings  

The interviewed companies took advantage of their cloud migration 

efforts as a catalyst to streamline their IT operations. These companies 

reduced their operational costs by simplifying existing operations 

processes and reducing infrastructure and application complexity. They 

also utilized multicloud management capabilities from IBM, following their 

migrations, to further reduce ongoing maintenance and support costs.  

The head of infrastructure for an insurance firm told Forrester: “We’ve 

continued to simplify the environment where it makes sense. And where 

we have the opportunity to fold things inward with IBM, we have.” 

In modeling the benefits of operational savings, Forrester assumes: 

› An IT operations staff headcount of 250, with an average fully 

burdened salary of $130,000. 

› Operation cost reduction of 35% with IBM. 

The reduction in operational savings will vary based on:  

› Ability to simplify and offload internal tasks.  

› Size, distribution, and salaries of IT operations team. 

To account for these risks, Forrester adjusted this benefit downward by 

5%, yielding a five-year, risk-adjusted total PV of $40,964,190.  

Reduced Risk Of Disruption To Availability Of Applications: Calculation Table 

REF. METRIC CALC. YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 

B1 Current availability   99.9% 99.9% 99.9% 99.9% 99.9% 

B2 
Percent of application portfolio 
impacted 

  66.6% 14.2% 12.5% 11.1% 10% 

B3 Hourly downtime impact  
($8B/8,760)* 
B2 $608,219  $129,680  $114,155  $101,370  $91,324  

B4 Improvement due to IBM   44% 44% 44% 44% 44% 

Bt 
Reduced risk of disruption to 
availability of applications 

8,760* 
(1-B1)* 

B3*B4 
$2,344,320  $499,840  $440,000  $390,720  $352,000  

  Risk adjustment ↓5%           

Btr 
Reduced risk of disruption to 
availability of applications 
(risk-adjusted) 

  $2,227,104  $474,848  $418,000  $371,184  $334,400  
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Data center 
infrastructure savings: 
70% of total benefits 

70%

five-year 
benefit PV

$290.6 million

 

Data Center Infrastructure Savings  

Moving to the cloud enables organizations to retire their existing on-

premises hardware. This reduces their dependence on physical data 

centers and hardware. And it allows them to replace future capital 

expenditures they would have had to make as they scaled up with 

operating expenses. Companies also eliminated the ongoing 

maintenance and refresh costs for aging or end-of-life systems. Beyond 

hardware savings, data center facilities costs were also reduced, e.g., 

rent, power, cooling, and physical plant operations.  

The head of infrastructure for an insurance firm stated: “We’re able to 

rightsize operations. We’re 40% of our original occupied space right 

now.” 

In modeling the benefits of the composite organization, Forrester 

assumes: 

› Data center footprint of 7,000 servers.  

› The organization’s phased migration leads to a 25% reduction in 

footprint in Year 1, ramping to an 80% reduction by Year 5.  

› Annual server value of $15,000 and a lifespan of three years. 

› Networking equipment valued at 20% capital value of server hardware, 

with a four-year replacement rate. 

› Forty percent (40%) uplift to account for power, cooling, and facilities. 

› Twenty-five percent (25%) uplift for annual maintenance costs. 

› Hardware for support staff at a 60-to-1 ratio, with annual salaries of 

$120,000. 

Forrester recognizes that certain factors may impact the data center 

infrastructure savings that organizations may see:  

› Size and scope of legacy data center operations.  

› Internal policies regarding hardware life and replacement.  

Operational Savings: Calculation Table 

REF. METRIC CALC. YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 

C1 
IT operations staff 
impacted 

  250 250 250 250 250 

C2 
Average full 
burdened salary 

  $130,000  $130,000  $130,000  $130,000  $130,000  

C3 
% reduction in cost 
with IBM 

  35% 35% 35% 35% 35% 

Ct Operational savings C1*C2*C3 $11,375,000  $11,375,000  $11,375,000  $11,375,000  $11,375,000  

  Risk adjustment ↓5%           

Ctr 
Operational savings 
(risk-adjusted) 

  $10,806,250  $10,806,250  $10,806,250  $10,806,250  $10,806,250  
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Improved operating 
income: 15% of total 

benefits 

15%

five-year 
benefit PV

$63.6 million

› Geographic distribution of data centers and prevailing power, cooling, 

and rental rates. 

To account for these risks, Forrester adjusted this benefit downward by 

5%, yielding a five-year, risk-adjusted total PV of $290,649,385.  

 

Improved Operating Income  

Managing a portfolio of modern applications deployed to an effective 

cloud platform allows companies to respond more quickly to changing 

market dynamics and customer demands. Being in the cloud enables 

companies to explore digital transformation initiatives which were 

previously unimaginable or unattainable with outdated on-premises 

hardware and non-optimized applications. 

The head of infrastructure at an insurance firm stated: “Depending on the 

business, cloud has definitely enabled that next iteration of ability to 

compete — whether it’s pricing, approach, or offering. For instance, 

instead of agent-based sales, we can move to a direct-to-customer 

model. Digital self-service, digital finance, and third-party data 

aggregators. We expect to eventually incorporate internet of things and 

sensors for our customers, and that will influence how we measure risk 

and customer rates.” 

The chief product officer in B2B software explained: “The biggest growth 

opportunity for us with cloud is that we are now in a better position to win 

customers. We are seeing additional customers and more wallet share 

beyond our original base.”  

In modeling the improved operating income for the composite 

Data Center Infrastructure Savings: Calculation Table 

REF. METRIC CALC. YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 

D1 Legacy server footprint   7,000 7,000 7,000 7,000 7,000 

D2 
Footprint reduction moving 
to cloud 

  25% 50% 75% 80% 80% 

D3 Servers retired D1*D2 1,750 3,500 5,250 5,600 5,600 

D4 
Annual replacement 
savings 

(D3/3)*$15K $8,750,000  $17,500,000  $26,250,000  $28,000,000  $28,000,000  

D5 
Network equipment 
savings 

(D3*$15K*20%)/4 $1,312,500  $2,625,000  $3,937,500  $4,200,000  $4,200,000  

D6 
Power, cooling, and 
facilities savings 

((D3*$15K)+ 
(D3*$15K*20%))* 
40% 

$12,600,000  $25,200,000  $37,800,000  $40,320,000  $40,320,000  

D7 
Annual maintenance 
savings 

((D3*$15K)+ 
(D3*$15K*20%))* 
25% 

$7,875,000  $15,750,000  $23,625,000  $25,200,000  $25,200,000  

D8 Support savings (FTE) (D3/60)*$120K $3,500,000  $7,000,000  $10,500,000  $11,200,000  $11,200,000  

Dt 
Data center infrastructure 
savings 

D4+D5+D6+D7+D8 $34,037,500  $68,075,000  $102,112,500  $108,920,000  $108,920,000  

  Risk adjustment ↓5%           

Dtr 
Data center infrastructure 
savings (risk-adjusted) 

  $32,335,625  $64,671,250  $97,006,875  $103,474,000  $103,474,000  
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organization, Forrester assumes: 

› Baseline annual revenue of $8 billion, growing organically at 5% year 

over year (YoY).  

› Starting in Year 3, the organization sees a 1% uplift in revenue, 

facilitated by new and improved products and delivery methods.  

› The organization has a historical operating margin of 20%.  

Forrester recognizes that certain variables may impact the benefits that 

an organization realizes. Specific considerations include:  

› Vertical, geography, and relative competitive market. 

› Organizational talent, go-to-market practices, and ability to monetize 

new initiatives.  

› Historical operating margins. 

To account for these risks, Forrester adjusted this benefit downward by 

15%, yielding a five-year, risk-adjusted total PV of $63,564,669.  

 

Unquantified Benefits  

Customers identified the following benefits of partnering with IBM, which 

were not quantified as part of the financial analysis of this study.  

› Consolidated vendor portfolio. Organizations can take advantage of 

IBMs existing catalog of partner relationships when licenses come up 

for renewal – either by replacing current vendors with IBM or by 

negotiating lower prices. Managing fewer vendors also reduces the 

required internal assets dedicated to such tasks. The head of 

architecture stated, “IBM has relationships with vendors that we 

already used. They took over those licensing agreements. When things 

were up for renewal, we terminated what we didn’t need, or rolled the 

renewal into our IBM relationship.” 

Improved Operating Income: Calculation Table 

REF. METRIC CALC. YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 

E1 Annual revenue 
5% YoY 
growth 

$8,000,000,000  $8,400,000,000  $8,820,000,000  $9,261,000,000  $9,724,050,000  

E2 
Uplift from new cloud 
enabled features 

      1% 2% 3% 

E3 
Incremental revenue 
w/cloud 

E1*E2   $0  $88,200,000  $185,220,000  $291,721,500  

E4 
Historical average 
operating income 

      20% 20% 20% 

Et 
Improved operating 
income 

E3*E4 $0  $0  $17,640,000  $37,044,000  $58,344,300  

  Risk adjustment ↓15%           

Etr 
Improved operating 
income (risk-adjusted) 

  $0  $0  $14,994,000  $31,487,400  $49,592,655  
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Flexibility, as defined by TEI, 
represents an investment in additional 
capacity or capability that could be 
turned into business benefit for a future 
additional investment. This provides an 
organization with the “right” or the 
ability to engage in future initiatives but 
not the obligation to do so. 

“Another element that is almost 

beyond the pure scope of 

cloud and infrastructure was 

that we wanted a partnership 

with someone to add 

additional drops of value. So, 

we maximize a revenue 

opportunity where we have 

additional services that we 

would not normally be able to 

provide. With IBM, we can 

take advantage of cognitive 

solutions and security.” 

Chief product officer,  

B2B software 

 

› Improved security. Using IBM’s security products and expertise, 

organizations strengthened their cyber security profile. The head of 

infrastructure for an insurance firm told Forrester: “We’re leveraging 

quite a few of IBM’s tools when it comes to cyber security. In the 

patching side for servers we have operationalized vulnerability 

management in close partnership with IBM and automated the 

patching of what we consider the most vulnerable software titles. IBM 

has also been closely working with us across all critical vulnerabilities, 

which means immediate patching. They have delivered not only that, 

but they’ve actually minimized the impact to our applications through 

the process they’ve brought to bear and the resourcing they have in 

place.” 

› Improved customer experience. Organizations can enhance the 

experience of both internal users and external customers, by improving 

reliability, innovating products or services, and facilitating preferred 

delivery models. 

Flexibility  

The value of flexibility is clearly unique to each customer, and the 

measure of its value varies from organization to organization. There are 

multiple scenarios in customers can gain increased advantage and agility 

by leveraging additional products and services from IBM, beyond the 

initial value gained by using IBM for their cloud migration projects, 

including:  

› Integration with Red Hat offerings. Organizations expressed a 

desire to take advantage of Red Hat offerings in the near future. 

OpenShift was used sparingly, but its expansion was a strategic 

imperative. Furthermore, customers stated an interest in exploring the 

use of Ansible for further automation and cost savings.  

› Innovation with IBM Garage. The head of infrastructure at an 

insurance firm explained: “We have innovation funding with IBM and 

we plan to leverage that for new tests and experiments. We don’t have 

an application for use yet, but internet of things and blockchain are 

areas we are exploring.” 

› Future digital transformation initiatives. No longer constrained by 

the limitations of their physical hardware and aging application 

portfolios, organizations have the freedom to engage in transformative 

new practices and better compete in ever-changing business 

landscapes. Firms can use these initiatives to cut costs as well as 

provide new capabilities to win, retain, and delight customers. 

Flexibility can also be quantified when evaluated as part of a specific 

project (described in more detail in Appendix A).  
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The table above shows the total of all 
costs across the areas listed below, as 
well as present values (PVs) 
discounted at 10%. Over five years, 
the composite organization expects 
risk-adjusted total costs to be a PV of 
more than $271 million. 

Implementation risk is the risk that a 
proposed investment may deviate from 
the original or expected requirements, 
resulting in higher costs than 
anticipated. The greater the 
uncertainty, the wider the potential 
range of outcomes for cost estimates.  

Analysis Of Costs 

QUANTIFIED COST DATA AS APPLIED TO THE COMPOSITE 

 

Implementation Costs 

IBM offers implementation services, for the planning and execution of 

cloud migration. These fees will vary based on the size and scope of a 

migration effort, and in the case of this model, those fees are paid 

upfront. This cost has been risk-adjusted upwards by 5% to account for 

differing experiences. 

 

Cloud Usage Costs 

Organizations engage with IBM in multiyear contracts, whose cost 

depends on which specific services they plan to utilize. For the sake of 

this model, the composite organization is assumed to be paying for 

ongoing hybrid multicloud management, as well as modernization and 

development services. Organizations may also incur bubble costs, based 

on their variable cloud usage. To account for differing experiences, this 

has been adjusted upwards by 5%. 

Total Costs 

REF. BENEFIT INITIAL YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 TOTAL 
PRESENT 
VALUE 

Ftr 
Implementation 
costs 

$47,250,000  $0  $0  $0  $0  $0  $47,250,000  $47,250,000  

Gtr 
Cloud usage 
costs 

$0  $59,115,000  $59,115,000  $59,115,000  $59,115,000  $59,115,000  $295,575,000  $224,092,360  

 
Total benefits 
(risk-adjusted) 

$47,250,000  $59,115,000  $59,115,000  $59,115,000  $59,115,000  $59,115,000  $342,825,000  $271,342,360  

 

Implementation Costs: Calculation Table 

REF. METRIC CALC. YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 

F1 
Implementation 
costs 

  $45,000,000   - - -  -  

Ft 
Implementation 
costs 

F1 $45,000,000  -  -  -  -  

  Risk adjustment ↑5%           

Ftr 
Implementation 
costs (risk-adjusted) 

  $47,250,000  $0  $0  $0  $0  
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Cloud Usage Costs: Calculation Table 

REF. METRIC CALC. YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 

G1 Annual GTS fee     $55,000,000  $55,000,000  $55,000,000  $55,000,000  

G2 Variable costs     $1,300,000  $1,300,000  $1,300,000  $1,300,000  

Gt Cloud usage costs G1+G2   $56,300,000  $56,300,000  $56,300,000  $56,300,000  

  Risk adjustment ↑5%           

Gtr 
Cloud usage costs 
(risk-adjusted) 

  $0  $59,115,000  $59,115,000  $59,115,000  $59,115,000  
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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.  

Financial Summary  

CONSOLIDATED FIVE-YEAR RISK-ADJUSTED METRICS 

Cash Flow Chart (Risk-Adjusted) 
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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. 

Cash Flow Table (Risk-Adjusted)  

  INITIAL YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 TOTAL 
PRESENT 
VALUE  

Total costs ($47,250,000) ($59,115,000) ($59,115,000) ($59,115,000) ($59,115,000) ($59,115,000) ($342,825,000) ($271,342,360) 
 

Total benefits $0  $54,089,979  $78,713,998  $125,848,693  $148,631,223  $166,575,075  $573,858,967  $413,724,726  
 

Net benefits ($47,250,000) ($5,025,021) $19,598,998  $66,733,693  $89,516,223  $107,460,075  $231,033,967  $142,382,366  
 

ROI               52% 
 

Payback 
period 

              30 months 
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IBM: Overview 

The following information is provided by IBM. Forrester has not validated any claims and does not endorse IBM 

or its offerings.  

 

The new normal is hybrid multicloud and open. 

 

Businesses have prioritized technology transformation as a key enabler of the innovative experiences they 

aspire to provide for customers, employees, and ecosystems. To achieve this, they look to accelerate application 

development and maintenance by modernizing their infrastructure for scalability, automation, and self-service 

management. The hybrid cloud can give you the flexibility to start to unlock the full potential of your workloads. 

To optimize your hybrid cloud to its full potential, adopting a pragmatic approach of leveraging internal and 

external resources can help solve existing challenges while incorporating technologies to accelerate future 

transformation.   

 

IBM can help you optimize and modernize technologies with proven processes that increase portability and 
minimize risk. By strategically building cloud solutions once and deploying virtually anywhere, IBM can establish 

a freedom of choice that supports your changing business needs with an open architecture for interoperability.  

 

Creating a hybrid multicloud environment includes the following steps: 

• Cloud strategy: Build a roadmap to transform your applications into a cloud-enabled, agile portfolio that’s 

built on open standards and security-rich across multiple cloud environments 

 

• Cloud migration: Work with certified experts to move workloads, including mission-critical applications, to 

the IBM public cloud, or the cloud of your choice, with minimal downtime 

 

• Cloud development: Build hybrid, multicloud environments that are designed to be security-rich, resilient, 

scalable and open across private and public clouds, including the IBM public cloud 

 

• Cloud management: Use a single, integrated management and operations offering to consume, 

orchestrate and govern digital services from the IBM public cloud and other providers 

 

• Cloud maintenance: Engage smart, single-source support that covers your entire IT ecosystem, end to 

end, from open source software and hybrid cloud environments to multi-technology hardware and 

traditional systems 

 
The IBM portfolio, with Red Hat and the IBM public cloud, is built to help support you at any point in your cloud 
journey. Simplify integration and management with an open approach using Red Hat OpenShift and 
accelerate your hybrid IT transformation securely backed by IBM skills and experience. Whether its 
security, resiliency, optimization or management, IBM can help you modernize technologies with processes 
designed to help you increase portability and minimize risk. 

 

To learn more about IBM solutions to accelerate your transformation journey with cloud, please visit our 
website: https://www.ibm.com/services/cloud/it-transformation 

 

https://www.ibm.com/services/cloud/it-transformation
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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: Survey Methodology 

In this study, Forrester conducted an online survey of 120 IT decision makers across a range of industries that us 

IBM as IBM as a cloud provider in across the US, EMEA, and APAC to evaluate their cloud environments and 

the support they need from cloud partners. Survey participants included decision makers with the following titles, 

c-level decision maker (CIO, CTO, or CFO) or VP, director, or manager of IT. Questions provided to the 

participants asked about their cloud environments, challenges, and transformation journey. The study began in 

November 2019 and was completed in February 2020. 

 

Appendix C: Supplemental Material 

Related Forrester Research 

“The Total Economic Impact™ Of IBM Multivendor Support Services (MVS),” Forrester Consulting report 

prepared for IBM, January 2019. 

“The Total Economic Impact™ Of IBM Services For Application And Modernization To A Hybrid Multicloud 

Environment,” Forrester Consulting report prepared for IBM, September 2019. 

 

Appendix D: Endnotes  

1 Source: “The Forrester Wave™: Application Modernization And Migration Services, Q3 2019,” Forrester 
Research, Inc., July 16, 2019.  
2 Source: “Use Modernization And Migration Services To Speed Your Cloud Migration,” Forrester Research, Inc., 
June 4, 2019. 

 
 


