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The Business Value of VMware Cloud on AWS for Supporting Business-Critical Applications

BUSINESS VALUE HIGHLIGHTS

Click on highlights below to navigate to related content within this white paper.

479% 37% increase
5-year ROI in application performance
$9.6M 13% more efficient

total new revenue
gained per year

compliance teams

40% more efficient
IT infrastructure
management

18% more productive
developer teams

Executive Summary

Over the past decade, public cloud has been rising to become the major force

that is reshaping the IT industry. The transition to cloud is long and multifaceted,
encompassing different types of workloads and cloud models. Customers are both
building new cloud-native applications as well as migrating existing applications
(that cannot be practically rewritten or refactored) to the cloud. While public cloud
is a huge shift for industry, on-premises is not going away completely. The need

to seamlessly integrate the public cloud and on-premises environments into a hybrid
cloud is crucial to avoiding the creation of additional siloes and increasing flexibility
and agility. The reality is that cloud, in all its forms, is inevitable for organizations,
because the competitive nature of business will drive them to innovate, cut costs,
and develop digital assets more quickly.

Amazon Web Services (AWS) is VMware’s preferred public cloud partner for all
vSphere-based workloads. VMware Cloud on AWS brings VMware’s Software-
Defined Data Center software to the AWS Cloud and enables customers to run
production applications across VMware vSphere-based private, public, and hybrid
cloud environments, with optimized access to AWS services. The deployment

of this solution paves the way for organizations to modernize their business-critical
applications with jointly engineered and supported services from AWS and VMware.
IDC interviewed organizations across multiple industries about the impact of
running their business-critical applications on VMware Cloud on AWS. Study
participants identified key benefits in adopting the service, including the ability to

efficiently migrate workloads to the public cloud while optimizing performance, agility,

and cost. This also allowed them to leverage their existing VMware technologies,
knowledge, governance, and best practices. Based on interviews with 17 VMware
Cloud on AWS customers, IDC puts the average annual benefit they will achieve
at $5.31 million per organization (or $958,700 per 100 virtual machines [VMs)).
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The Business Value of VMware Cloud on AWS for Supporting Business-Critical Applications

The average annual benefit is achieved through:

-> Fostering more efficient IT infrastructure management teams as well as database
administrators (DBAs) and development and compliance teams

=» Providing robust application and business support with improved agility, scalability,
and performance to help organizations address business opportunities and
increase revenue

-> Reducing the frequency and duration of unplanned outages, thereby minimizing
costs related to lost productivity and revenue

-» Enabling more efficient use of resources to reduce costs for running their IT
infrastructure to support workloads and applications

Situation Overview

For the past decade, public cloud has been changing organizations’ IT strategies as they
grapple with digital transformation. Digital transformation has pushed organizations of

all types to produce more innovative applications, develop and deploy them faster, and
operate them at a larger scale. The instant and on-demand nature of cloud services

was immediately alluring to customers looking to experiment and deploy more quickly
and led to the fast rise of public cloud. Organizations also began to rethink what they
wanted to control and manage. With cloud, organizations can offload infrastructure
management and devote more resources to areas such as applications and their own IP.

Public cloud service models and architectures have also influenced on-premises
enterprise datacenters, with private clouds in demand and growing at the expense of
traditional IT. This has led to the concept of hybrid clouds, which is the integration of
public and private clouds. Hybrid cloud is not a single technology but rather the use

of multiple technologies and strategies at various levels of the stack to achieve more
consistency and manageability. The level of integration can vary greatly, but the tighter
the integration, the greater the level of seamlessness. A fully consistent environment,
down to the lowest levels of the software stack, can simplify management, provide
operational consistency, and enable easy portability between environments to help
create a more unified environment between on-premises and public cloud.

One of the challenges for customers moving to the public cloud is the migration of
existing workloads. The reality for many is that they have a large portfolio of existing
applications that cannot be decommissioned overnight and replaced with a cloud-native
version. These applications were not designed for cloud and have a different set of
infrastructure assumptions and dependencies. However, companies are looking for a
cloud strategy to address these applications and modernize them.

The main challenge is that while virtualization is ubiquitous today, the virtualization within
enterprise datacenters is often different than what is in the public cloud. While there

are tools that can convert one VM format to another, the hurdles go far beyond VM
formats. For example, different VM platforms also mean different attached networking
and storage subsystems. Thus, performance optimizations, ISV certifications, automation,
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The Business Value of VMware Cloud on AWS for Supporting Business-Critical Applications

and toolsets usually change. This extends to other processes that can be infrastructure-
specific, such as high availability, backup, and disaster recovery. Doing any kind of
platform migration is extremely challenging as it means refactoring and learning a new
set of skills, tools, and processes to manage applications.

In order to avoid refactoring and achieve a seamless migration, one strategy is to have
a similar software stack on-premises and in the public cloud, from the hypervisor on
up the stack. This consistency is particularly beneficial for legacy workloads that are
tightly coupled to the infrastructure environments.

A highly integrated hybrid cloud allows for:

-» Seamless portability: Workloads can be moved in either direction. A fully consistent
environment means that when an application is moved, most of its optimizations,
integrations, and attached management process can also come with it.

-» Unified networking: Combining both environments into a single logical network
avoids DNS and IP address-change problems as workloads move between
environments.

-» Consistent operations: Using a single platform allows users to keep the same
operational processes and manage the entire hybrid environment with a single set
of tools within a single unified team.

-» Modernization: Integrated access to cloud-native services can enable modernization
of existing applications and build new applications.

Solving these integration challenges means that the public cloud can become a
seamless extension of enterprise datacenters to address legacy applications while also
supporting next-generation cloud-native applications. It also allows organizations to

be flexible with the mixture of on-premises and cloud, with the ability to change the ratio
as needed with bidirectional portability.

The road to cloud requires the adoption of many different types of cloud technologies.
The fully consistent hybrid cloud is an essential tool for addressing the migration
and management of existing datacenter workloads in the cloud.

Overview of VMware Cloud on AWS

VMware Cloud on AWS is the preferred service for AWS for all vSphere workloads.

It combines the VMware software stack that is a mainstay in enterprise datacenters with
the scale and global reach of AWS regions. VMware Cloud on AWS is jointly engineered
by AWS and VMware and is fully operated by VMware on the AWS cloud.

VMware Cloud on AWS enables several key use cases:

- Datacenter extension

-» Datacenter exit or cloud migration
- Application modernization

-> Disaster recovery
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The Business Value of VMware Cloud on AWS for Supporting Business-Critical Applications

By using the same VMware software that customers have in their own datacenters,
VMware Cloud on AWS becomes a seamless extension of on-premises datacenters,
with unified management of on-premises and cloud resources through the familiar
vCenter and vRealize interfaces. Using familiar VMware tools means IT staff don’t
have to learn new skills and interfaces when expanding to the public cloud.

VMware’s Software Defined Datacenter enables a consistent hybrid cloud
with key subsystems such as:

=» Live migration of workloads with the VMware HCX service or Cloud Motion with
vSphere Replication

- VMware’s software-defined networking (VMware NSX) which creates a unified
network for easy workload migration without dealing with IP address changes.
Customers that have NSX on-premises can maintain consistency in established
network and security policies in VMware Cloud on AWS.

= VMware vSAN running on local storage which provides vSphere-native, high-

performance, and highly secure storage in VMware Cloud on AWS.

VMware Cloud on AWS addresses several concerns and challenges when
migrating datacenter applications to the cloud:

= VMware clusters in VMware Cloud on AWS are fully dedicated at the physical server

level, which means a higher level of security and performance since the server is
not shared with other tenants.

=» Most applications and tools that work on VMware will work on VMware Cloud on
AWS. VMware Cloud on AWS has its own certification process for applications and

tools, and these are listed on the VMware marketplace. The high level of compatibility

will ease the migration of many existing applications and their dependencies.

VMware Cloud on AWS also addresses more than just traditional datacenter server
workloads. VMware Horizon on VMware Cloud on AWS offers the ability to run
cloud-hosted virtual desktops, which can be added and extended by leveraging cloud
scale and agility. The consumption-based nature of cloud infrastructure can also help
optimize virtual desktop infrastructure (VDI) costs, in paying only for what is used.

While VMware Cloud on AWS uses the same VMware components that VMware users

have on-premises, it is also built as a cloud-first solution.

VMware Cloud on AWS leverages a combination of VMware’s Software-
Defined Data Center and AWS'’s cloud infrastructure and services:

- On-demand capacity and flexible consumption models: Clusters can be configured
and provisioned in just a couple of hours, and new hosts can be added in minutes.

- Self-service to improve developer productivity
=» APl-enabled to allow infrastructure as code and automation

= VMware Tanzu Kubernetes Grid adds the capability to run Kubernetes-orchestrated
containers on VMware Cloud on AWS.
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The Business Value of VMware Cloud on AWS for Supporting Business-Critical Applications

= The full range of AWS native services are available to VMware Cloud on AWS for
application modernization. Because they are located in the same cloud, users
will get high-throughput, low-latency access to AWS services.

=» The global reach and scale-out capacity of AWS can be leveraged by VMware users
and workloads.

The Business Value
of VMware Cloud on AWS

Study Demographics

IDC conducted research that explored the value and benefits for organizations in
business-critical workloads and applications on VMware Cloud on AWS. The project
included 17 interviews with organizations that had experience with and knowledge
about the benefits and costs of using this platform. The interviews covered a variety
of quantitative and qualitative questions about the impact on their IT operations,
costs, and business results.

Table 1 presents the study demographics and profiles. The organizations interviewed
had a base of 36,979 employees, which would indicate several large companies, but
the median was 7,200, meaning IDC interviewed several smaller firms (the smallest
being a 550-person organization). In terms of geographical distribution, 14 companies
were based in the United States and three in Australia. (Note: All numbers cited in
this paragraph represent averages.)

TABLE 1
Firmographics of Interviewed Organizations

S e e

Number of employees 36,979 7,200 550 to 257,000
Number of IT staff 921 280 12 t0 22,500
Number of IT users 35,636 5,300 550 to 244,150
Number of business applications 3,009 188 5 to 25,000
Revenue per year $11.6B $1.70B $65M to $115.6B
Countries United States (14), Australia (3)

Healthcare (4), financial services (3), retail (3), government (2), profession-

Industries . . ) R
al services (2), insurance, manufacturing, telecommunications

n =17, Source: IDC In-depth Interviews, December 2020
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The Business Value of VMware Cloud on AWS for Supporting Business-Critical Applications

Choice and Use of VMware Cloud on AWS

Interviewed organizations discussed the rationale behind their decisions to adopt
VMware Cloud on AWS. Organizations cited their ability to leverage VMware-based
solutions as well as the quality and rich functionality of VMware Cloud on AWS as

a public cloud solution, which allowed them to leverage the scalability and flexibility
of the public cloud to scale globally. Study participants also appreciated the

ease of multi-directional workload migration between their on-premises VMware
environments and VMware Cloud on AWS. The ability to use the same VMware
technologies that IT team members were already familiar with was an important
consideration for many companies, as it minimized the time and expense associated
with training. Proactive customer support and reduced costs were also cited as
important factors in their decisions.

Study participants explained these considerations:

=) The ability to scale globally:
“We needed to scale our application across the globe in different regions, and by
using AWS we can remove the infrastructure management that we were doing
on our part and have AWS and VMware handle that.”

=) Easier migration:
“We thought the idea would be to work out how to migrate everything ourselves,

and maybe refactor applications and things like that. But we couldn’t guesstimate

how long it’'s going to take, and how much that will cost. So then we thought the

easiest thing is just lift what we have on-premises and put it in AWS. VMware Cloud

on AWS allowed us to just do that. We set up a similar VMware environment and

all of our servers exactly as they were. Everything kept running, and that gave us

the confidence in the environment.”

=) Proactive customer support:

“The main reason we chose AWS was because of the tools it integrates with in terms
of reporting and performance. It gives proactive visibility into some of these things.

Another factor was support. Other providers will say, "Well, this is not our issue,
you need to go and deal with your third party.” AWS actually goes above and

beyond to say, 'Okay, what are you looking into? Let me help you out with it And:

‘Here’s what | would recommend.” Even if it’s not their issue, they will help figure

out some of the challenges and make sure we do what’s necessary. They provide

a tremendous service.”

4

Reduced costs and experience running VMware applications:

“The reason for choosing AWS over other providers was cost. That’s always important
to us. Having experience with VMware applications was also important in selecting
VVMware Cloud on AWS, since we used their virtual software on our in-house servers.”

4

Easier management and reduced third-party costs:
“We were looking at more business agility and trying to get away from having to

constantly hire contractors. The executives got frustrated because they were seeing

very slow movement, adoption, and speed to delivery. ... Everything here is now

owned, managed, and supported officially by VMware, and it gives our executives

peace of mind.”
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The Business Value of VMware Cloud on AWS for Supporting Business-Critical Applications

Table 2 provides a snapshot of VMware Cloud on AWS use by interviewed organizations. On
average, they reported running 95 business applications supported by a total of 64 databases
and 180 TBs of system data capacity. 42% of all end users were engaged with applications
supported by VMware Cloud on AWS.

TABLE 2
VMware Cloud on AWS Environments

S .

Number of virtual instances/VMs 554 55
Number of business applications 95 18
Number of databases 64 14
Amount of storage, TBs 180 50
Numbgr of countries in which customers have 5 3
operations

Number of sites/branches in which customers are 47 9
accessing VMware Cloud on AWS

Percentage of internal users using VMware Cloud 42% 26%

on AWS applications

n =17, Source: IDC In-depth Interviews, December 2020

Business Value
and Quantified Benefits

Interviewed organizations attributed significant value to running their business applications on
VMware Cloud on AWS. They cited the benefits of more efficient IT infrastructure management
teams along with database administrators (DBA) and development and compliance teams.
They confirmed that the service cost-effectively provided robust application and business
support with agility, scalability, and performance, helping their organizations address business
opportunities and increase revenue. It also helped to reduce the frequency and duration of
unplanned outages, thereby minimizing costs related to lost productivity and revenue.

Interviewed VMware customers spoke to these and other advantages of
VMware Cloud on AWS:

- Easier management:
“The IT benefit is that you don’t need your people to learn another technology. All the
knowledge to run and maintain the systems your technology people already have because
they’re familiar with VMware.”
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The Business Value of VMware Cloud on AWS for Supporting Business-Critical Applications

-> Easier to set up in a new region: Based on interviews
“We're still rolling out new infrastructure and building up with much less hassle across with VMware Cloud
multiple locations. Also, procurement is quite easy because we don’t have to wait on AWS customers,
for hardware, a process that normally takes a long time.” IDC calculates that

= Quicker and more accurate migrations: they will achieve
“The ability to migrate to the cloud and the speed of migration to the cloud is value worth an
incredible.” annual average of

$5.31 million per
organization,

or $958.7K per
100 VM.

=) Better adoption speed and scalability:
“The biggest benefits are speed of adoption and ability to do scaling up and down
fairly easily. High-end vendor support is important to us, being able to provision
instances dynamically, and automation behind those instances. Those would be the
big drivers.”

- Improved scalability helping business productivity:
“The benefits are an increase in productivity, efficiency, stability, and scalability
because we’re able to scale in a matter of minutes, compared to a matter of hours.”

Based on interviews with VMware Cloud on AWS customers, IDC calculates
that they will achieve value worth an annual average of $5.31 million

per organization, or $958.7K per 100 VMs utilized in the following areas
(Figure 1, next page):

=) IT staff productivity benefits:
Study participants derive benefits from the ease of use and robust functionality of
VMware Cloud on AWS to minimize day-to-day work for IT teams. As a result,
IDC projects that they will realize staff time savings and productivity gains worth
an average of $2.58M per organization ($466,500 per 100 VMs).

- Business productivity benefits:
Study participants support their business activities with greater flexibility and
improved IT infrastructure performance, helping to satisfy existing customers and
garner new business opportunities. IDC puts the value of higher revenue at an
annual average of $1.41M per organization ($254,500 per 100 VMs).

- Risk mitigation —user productivity benefits:
Study participants have reduced the cost of lost employee productivity and revenue
caused by unplanned outages. IDC calculates that they will see benefits worth an
average of $781,000 per organization ($140,900 per 100 VMs) in higher productivity
and revenue.

IT infrastructure cost reductions:

Study participants can avoid buying or replacing on-premises infrastructure and can
use pay-as-you-go consumption to optimize IT infrastructure costs. IDC estimates
that they will save an average of $536,000 per organization ($96,800 per 100 VMs).

4
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The Business Value of VMware Cloud on AWS for Supporting Business-Critical Applications

FIGURE 1
Average Annual Benefits per Organization

$2,585,000

Total: $5.31 million

$1,410,000

$781,000

$536,000

IT Staff Business Risk Mitigation — User IT
Productivity Productivity Productivity Benefits Infrastructure
Benefits Benefits Cost Reductions

n =17, Source: IDC In-depth Interviews, December 2020

Improved IT Operations, Data
Migration, and Cost of Operation

VMware Cloud on AWS integrates VMware compute, storage, and network virtualization products
and services to run on a dedicated single-tenant infrastructure delivered on Amazon Elastic
Compute Cloud (Amazon EC2) bare-metal infrastructure, thereby optimizing the migration

of applications and workloads. Interviewed organizations benefited from improved infrastructure
performance, reliability, and availability. Interviewees told IDC that utilizing AWS’s more resilient
and agile infrastructure limited the impact of unplanned outages on business-critical applications
and improved business results.

Study participants explained:

- Easier management of infrastructure:
“Because there’s much less failure in the data stack, that means less issues or reporting
so everyone can focus on the business and not worry about, ’Is the data refreshed? Are
there errors?” We used to have downtimes every week, a couple of hours here or there, just
because we had to fix things so much. Our own data operations have dramatically improved.
We've reduced our operations effort from 15 people doing operations and we now have
four or so people. That’s a massive change because of how big the reduction was when we
moved from on-prem to VMware Cloud on AWS.”

-» Reduced burden on staff to expand infrastructure:
“It has reduced a lot of their burden dealing with infrastructure issues, so none of these things
are a problem anymore. We've got more RAM and more disks available on our VMware
and AWS setup. Before, if we had to expand a disk, we had to then look around and spend
time trying to work out what we could do and reorganize things. Now, we just expand a
disk and that’s it.”
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The Business Value of VMware Cloud on AWS for Supporting Business-Critical Applications

- Focus on critical initiatives:
“The time freed up by VMware Cloud on AWS allowed all my engineers and my Bl analyst to
focus on building the new architecture, as well as new reports. From a company perspective,
we have three core initiatives: One is the data strategy itself, which is the modernizing of
our data platforms. The second is our customer strategy, which means we try to move away
from our transactional way of working with customers to a stickier relationship-building
approach. The third is making sure we are improving how we integrate with partners and
support them. VMware Cloud on AWS basically started our data strategy, and it actually
enables all three core initiatives.”

- Easier tools:
At any given time, if | looked through one of the VMware tablets, | would have a separate
tool for monitoring, reporting, or services like that. On AWS, it’s all on one screen. In a nutshell,
| am paying one price that encompasses 10 different capabilities. On-prem, | pay for 10
different services to get the same functionality.”

Migration efficiencies are an important aspect of VMware Cloud on AWS. The platform is
designed to optimize bidirectional migration of applications and workloads between on-premises
VMware environments and VMware Cloud on AWS. Interviewed organizations were able to
complete workload migrations to VMware Cloud on AWS more quickly and with less staff effort
based on the efficiencies of the platform functionality, including automation, various available
tools, and being able to leverage existing staff technical skills related to VMware. As shown

in Table 3, IDC quantified these migration efficiencies. As shown, the time that staff required to
perform various migration tasks was improved by 49%.

TABLE 3
Migration Impact

Before
VMware

Cloud
on AWS

Time to migrate, months

2 6.8 3.6 4.5 46%
(per organization)
Staff time to migrate, fuII-tlmt? ' 209 106 10.2 49%
equivalents (FTEs) per organization
Staff time to migrate, 7078 3.604 3.474 49%

hours per 100 VMs

n =17, Source: IDC In-depth Interviews, December 2020
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The Business Value of VMware Cloud on AWS for Supporting Business-Critical Applications

Study participants reported that VMware Cloud on AWS offered specific benefits for IT
infrastructure teams. In general, these teams needed less staff time to manage, secure, and
support IT infrastructure. This freed them up to work on other initiatives and support business
growth. As shown in Table 4, IDC calculated that the staff time required for IT infrastructure
management, as measured in full-time-equivalent staff (FTE), was reduced by 40%. It should
be noted that this is not a headcount reduction; according to respondents, employees were
repurposed to work on other business-related initiatives because of the aforementioned time
freed up. This translated into an annual business value of approximately $920,000.

TABLE 4
IT Infrastructure Management

VMware Cloud | VMware Cloud

Staff time to manage infrastructure,

O,
FTEs per organization 23 13.8 9.2 40%
Staff hours per VM per year 78 47 31 40%
Value of staff time, $ per $2.30M $1.38M $920.7K 40%

organization per year

n =17, Source: IDC In-depth Interviews, December 2020

The improved reliability made possible by VMware Cloud on AWS reduced the staff time required
for IT help desk tasks and activities as shown in Table 5. The staff time required to respond to
help desk calls from end users and to resolve IT technical and resource issues was significantly
reduced (73%). This resulted in an annual productivity-based business value of $480,600.

TABLE 5
IT Help Desk

Before With

VMware Cloud | VMware Cloud
on AWS [T WA\

Staff time to provide help desk

O,
support, FTEs per organization 66 18 48 73%
Staff hours per VM per year 22 6 16 73%
VG e sl o) e $657.9K $177.3K $480.6K 73%

organization per year

n =17, Source: IDC In-depth Interviews, December 2020
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The Business Value of VMware Cloud on AWS for Supporting Business-Critical Applications

VDI applications were widely deployed in the IT environments of interviewed companies.

With more employees working at home once the COVID-19 pandemic began affecting operations
in March 2020, the use of VDI computer resources has assumed increased importance for many
organizations. Study participants reported that VDI management teams were able to deploy
virtual desktops and applications more quickly with VMware Cloud on AWS. As shown in

Table 6, the staff time required for the deployment and management of VDI resources was
reduced by 28%, which enabled these resources to work on other projects. This resulted in an
annual increase in productivity-related business value of $447,400.

TABLE 6
VDI Management Teams

VMware Cloud | VMware Cloud

Staff time to manage VDI

[¢)
operations, FTEs per organization 16 n5 45 28%
Staff hours per VM per year 54 39 15 28%
Value of staff time, $ per $1.60M $1.15M $447.4K 28%

organization per year

n =17, Source: IDC In-depth Interviews, December 2020

IDC drilled down on these improvements in VDI management by evaluating specific tasks.
As shown in Figure 2, the time needed by VDI teams to deploy virtual desktops was reduced
by 25%. In addition, the time needed to deploy new virtual applications on those systems
was reduced by 4%.

FIGURE 2
VDI Agility Impact

(% improvement)

Time to deploy new virtual desktops

Time to deploy new virtual applications

n =17, Source: IDC In-depth Interviews, December 2020
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The Business Value of VMware Cloud on AWS for Supporting Business-Critical Applications

IDC identified database management as another key IT resource function for interviewed
companies where VMware Cloud on AWS provided positive impacts. Table 7 shows staff
productivity improvements for database management teams. As shown, the staff time
required for database management was decreased by 28%, resulting in an annual increase
in productivity-related business value of $380,500.

TABLE 7
Database Management

Before With
VMware Cloud | VMware Cloud
on AWS on AWS
Database admlfustrator, 134 9.6 38
FTEs per organization
Staff hours per VM per year 46 33 13
Ul sl e $1.34M $962.4K $380.5K

organization per year

28%

28%

28%

n =17, Source: IDC In-depth Interviews, December 2020

Interviewed customers reported that VMware Cloud on AWS allowed them to provision the

infrastructure resources they needed at lower cost by moving from on-premises environments

to the AWS cloud. They benefited from being able to more closely tailor compute and storage
capacity to actual requirements while avoiding the need to make additional investments in

hardware-based platforms and resources. IDC calculated these IT infrastructure savings over a

five-year period; as shown in Figure 3, comparable alternative or legacy environments would
have cost interviewed companies 49% more.

FIGURE 3

IT Infrastructure Savings over 5 Years
(Cost of infrastructure)

$4,904,000

$2,929,000

Before With
VMware Cloud on AWS VMware Cloud on AWS

n =17, Source: IDC In-depth Interviews, December 2020
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The Business Value of VMware Cloud on AWS for Supporting Business-Critical Applications

The Business Impact of
VMware on AWS

IDC evaluated the business impacts for interviewed organizations of adopting VMware
Cloud on AWS. The platform’s agility, scalability, and performance improved business
results by fostering a value chain that helped companies better address business
opportunities and meet customer expectations. Study participants cited a number

of

related work-from-home requirements, reducing unplanned downtime, and improving
application development processes and delivery.

Study participants commented on these and related benefits:

-

-

-

-

=|DC

benefits such as having the increased flexibility to more easily support COVID-19-

easily support

requirements,

Study participants
cited a number of
benefits such as

having the increased
flexibility to more

COVID-19-related
work-from-home

Reduced business cost, better opportunities: reducing unplanned

“The fact that you can run it virtually and don’t have to be expanding your datacenters downtime, and
is definitely an improvement on cost controls. If you’re not expanding your datacenter, improving application

you're not expanding your staff, and those costs don’t increase. In the financial
industry, you have to maintain at least a single if not a double redundancy with
government regulations and requirements. If you're running a cloud environment, you
don’t have the costs of running those redundancies. You also don’t have the cost

of growth. The future of the financial industry is definitely the internet, instead of brick
and mortar. You can grow more across the country by offering an internet presence
than [by] acquiring other financial institutions. We’re growing that way, and a lot less
expensively.”

development
processes and
delivery.

Increased availability/uptime:

“With our prior third-party solution, we definitely had datacenter issues. Before when
we were down, we couldn’t hold meetings between ourselves, send messaging,

or access our system to do contract approvals. With VMware Cloud on AWS,

you don’t even notice that switching is going on, and that’s been a nice benefit.
Now, we have different systems that service customers in different ways.”

Flexibility to support work-from-home environments with less hardware:
“Peace of mind is the biggest benefit. Now our headquarters building could be
destroyed and we could still work. The COVID stuff has really proven that as well.
We have people just working from home, not coming in, and everybody’s happily
working. It doesn’t matter where our infrastructure is based anymore. | don’t have
to worry about people checking physical machines for failing drives. The whole
hardware side is not an issue anymore. It's made a heap of issues go away, which
has been terrific.”

Quicker development:

“Before, when we were sitting on apps in the datacenter, the timeline on that usually
was 15 months on a net-new application. Now, with some of the COVID apps,

we’re able to go from conception to completion in one month.”
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IDC took a closer look at the impact of reducing unplanned downtime, which in today’s
environment always poses a threat of negatively affecting business operations and results.
Table 8 quantifies post-deployment benefits. As shown, the number of annual unplanned
outages was significantly reduced (57%), while remediation efforts took 45% less time to
complete. Overall, business end users experienced a 76% reduction in the annual number
of hours lost to unplanned downtime events and disruptions. IDC calculated the annual
productivity business value related to minimizing unplanned downtime at $213,700.

TABLE 8
Unplanned Downtime Impact

Before
VMware Cloud | VMware Cloud

on AWS
Frequency per year 1.9 0.8 11 57%
Time to resolve, hours 41 2.3 1.8 45%
FTE impact, lost productivity due 4 1 31 76%
to unplanned outages
Hours lost per user 1.3 0.3 1 76%
Value of lost productivity per year $280.8K $67.1K $213.7K 76%

n =17, Source: IDC In-depth Interviews, December 2020

Better availability for revenue-generating applications supported on VMware Cloud on AWS
helped interviewed companies reduce revenue losses caused by unplanned downtime.

IDC calculated the amount of total additional annual revenue available as a result of reducing
these types of events at $3,140,333 as shown in Table 9.

TABLE 9
Risk Mitigation — Unplanned Downtime Revenue Impact

Total additional revenue per year $3,140,333 $566,335
Assumed operating margin 15% 15%
Total recognized revenue, $471.050 $85.025

IDC model, per year

n =17, Source: IDC In-depth Interviews, December 2020
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Interviewed organizations reported a significant improvement in several key performance metrics
that related to business-critical processes and tasks. As shown in Figure 4, after deployment

of VMware Cloud on AWS, improvements were seen in application performance (37%), the time
needed to run analytical queries (33% reduction), and business transaction speed (20% faster).

FIGURE 4

Impact on Performance Metrics
(% improvement)

Application performance

Reduced time to run analytical queries

Faster execution of business transaction

n =17, Source: IDC In-depth Interviews, December 2020

Interviewed AWS customers reported that VMware Cloud on AWS offered them the ability to
provision infrastructure resources at lower cost. Leveraging the platform enabled significant
cost savings through reduced infrastructure costs, better availability, and easier management.
First, platform efficiencies (see Figure 4) served to lower infrastructure-related costs.

Second, a decrease in the time that staff needed to support the IT infrastructure resulted

in significant operational cost savings to the business. Lastly, reductions in unplanned
downtime ended up improving user productivity.

IDC calculated the cost of operations per 100 VMs using data related to these three cost factors
compared with the costs of alternative or legacy approaches to provide equivalent functionality.
As shown in Figure 5, over a five-year period, overall operational costs were projected to

shift from $3.08 million to $1.76 million —a 43% reduction.
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FIGURE 5

Cost of Operations per 100 VMs, 5 Years

$3.08M
$238,000

$1,952,000

mmm Cost of lost productivity,
unplanned downtime

mmm [T Staff Management
Costs

$885,000

mmm Costs of Infrastructure

Without

VMware Cloud on AWS

43% lower
over 5 years

N

$1.76 M

$57,000

$1,171,000

$529,000

With
VMware Cloud on AWS

n =17, Source: IDC In-depth Interviews, December 2020

The features and certifications of VMware Cloud on AWS were combined with better availability
of applications to help improve the efficiency of organizations’ regulatory efforts. Table 10
shows a 13% improvement in compliance team productivity.

TABLE 10
Compliance Team Productivity

Equivalent productivity level,
regulatory compliance team

Before With
VMware Cloud | VMware Cloud
on AWS [T WA\
16.3 18.4 2.1 13%
$1.14M $1.29M $146.2K 13%

Value of regulatory compliance team
time, $ per year per organization

ANALYZE
THE
FUTURE

IDC
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Study participants reported that application developers were more productive because VMware
Cloud on AWS improved the scalability of the storage and compute resources that developers
need to develop applications, and also improved the availability of completed applications

so developers spent less time addressing application availability issues. Table 11 shows an 18%
improvement in developer team productivity, meaning that these average teams of 29.4 FTEs
can now perform at the level of 34.6 FTEs without adding the 5.2 FTE difference.

TABLE 11
Application Development Staff Impact

Before

VMware Cloud | VMware Cloud
on AWS

FTEs per year per organization 294 34.6 5.2 18%

Salary cost per year per

(o)
organization (based on FTEs) $2.94M $3.46M $5221K 18%

n =17, Source: IDC In-depth Interviews, December 2020

The ability to scale current operations quickly helped organizations get to market faster and
capture more revenue. As mentioned earlier, interviewees reported the ability to expand

their capacity globally, improving their time to market. They also cited application developer
improvements that increased business agility through faster deployment of new external-facing
applications. Table 12 shows the business operations impact for revenue with total additional
revenue per year calculated at $6.50M. Combining this revenue benefit with the $3.14M

revenue benefit from unplanned downtime avoidance (Table 9, page 17) results in a total revenue
benefit of $9.6M.

TABLE 12
Business Operations Impact: Revenue

Total additional revenue per year $6.50M $1.18M
Assumed operating margin* 15% 15%

Total recognized revenue per year

(IDC model) $983,600 $177,500

n =17, Source: IDC In-depth Interviews, December 2020
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The value chain fostered by VMware Cloud on AWS extended to line-of-business end users.
These end users needed to adjust how they were working on a daily basis, especially under the
disruptive conditions of a pandemic. Accordingly, the organizations leveraging VMware Cloud
on AWS reported that the platform enabled their employees to stay productive. Table 13 shows
that they experienced an average productivity gain of 8% and presents supporting metrics.

TABLE 13
End User Impact

Enhanced User Productivity Per Organization

Number of users impacted 895
Average productivity gains 8%
Hours of additional productive hours gained per user 3.3
End user impact, FTE equivalent per organization 10.4
per year

Value of end user time $731.3K

n =17, Source: IDC In-depth Interviews, December 2020

ROI Summary

IDC’s analysis of the financial benefits and investment costs related to study participants’
use of VMware Cloud on AWS is presented in Table 14 (next page). IDC calculates that on a
per-organization basis, study participants will achieve total discounted three-year benefits of
$18.9 million in employee productivity gains, IT staff efficiencies, higher revenue, and lower
IT infrastructure costs as described. These benefits compare with projected total discounted
investment costs over three years of $3.25 million on a per-organization basis. At these
levels of benefits and investment costs, IDC calculates that interviewed VMware Cloud on
AWS customers will achieve a five-year ROI of 479% with breakeven on their investment
occurring in an average of 5.6 months.
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TABLE 14
Five-Year ROI Analysis

Benefit (discounted) $18.9M $3.40M
Investment (discounted) $3.25M $587.3K
Net present value (NPV) $15.6M $2.82M
ROI (NPV/investment) 479% 479%
Payback (months) 5.6 months 5.6 months
Discount factor 12% 12%

n =17, Source: IDC In-depth Interviews, December 2020

Challenges/Opportunities
Challenges

= VMware Cloud on AWS includes the full VMware stack with the latest technologies,
some of which may not yet be adopted by customers on-premises, such as vSAN
and NSX. There can be a learning curve for customers that are new to them, but in
most cases customers will be rewarded with additional functionality.

The compatibility
of VMware Cloud
on AWS allows
applications and all

=» While cloud solutions can be developed to meet various technical, security, and
compliance requirements, soft factors such as trust, cultural resistance, and
perceived loss of control can be difficult to overcome, especially for conservative
organizations that have a long DIY history.

=» Customers will be weighing the fate of each workload over time, and organizations
can have different needs and strategies that will affect where each workload ends

their attached tooling
and processes to

be migrated intact.
For many complex
legacy workloads,
this may be the

only path to cloud
available.

up. While VMware Cloud on AWS migrates existing workloads to the cloud with

the least amount of effort, some customers may decide not to migrate these
workloads at all and run only cloud-native applications in the public cloud. Some
workloads may endure a platform migration to enable them to run natively on the
public cloud. And others may be decommissioned entirely in favor of a SaaS model.
As cloud matures, there are an increasing number of options for workloads.

Opportunities

= VMware Cloud on AWS offers an easy path to cloud for existing datacenter
applications that depend on VMware. The compatibility of VMware Cloud on AWS
allows applications and all their attached tooling and processes to be migrated intact.
For many complex legacy workloads, this may be the only path to cloud available.
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=» Moving applications to VMware Cloud on AWS allows those applications the opportunity for
modernization by accessing the large portfolio of native AWS services such as Al/ML and
analytics.

-» Bidirectional portability is a unique feature of VMware Cloud on AWS that is accomplished by
having similar stacks on both sides. With VMware being dominant in enterprise datacenters,
the VMware platform is the gateway that can allow workloads to migrate seamlessly to where
they are needed.

Conclusion

Public cloud is a major shift in IT that is already taking place. For nearly every organization,
cloud is nearly unavoidable today. However, the transition to cloud can be long and complicated,
considering the huge application portfolios that organizations manage, each with individual
quirks, dependencies, and challenges. Users are working through their portfolios at varying
rates of speed and laying out the possible paths to cloud that exist for each application.

A larger issue is how public cloud should be managed and integrated, as on-premises will
conti