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~ Summary of IT Trends 2003: Linux

® Rapid maturation of Linux

® Linux as a driver of return on investment (ROI) will
continue to play a major role

® Debate between Linux vs. closed source operating
systems security will intensify

® Legal implications of open source software will
persist

® Consolidation of the Linux distribution market will

drive customer focus on Linux distribution
provider ecosystems

® Linux as a database platform will increase
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— | Linux Technology Adoption: Q2 2003
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[he Business Case

® The process of building a business should yield the
following:

An understanding of the financial impact of the decision

An understanding of the sensitivity of the potential outcome to
various controls - what'’s critical and what’s not

Sets groundwork for how the project should be measured and
managed

Should feed directly into project management Buy-in.

The process of creating the business case is a dialog that
helps the business understand their role in making the project
a success

An understanding of risk. This should feed directly into risk
mitigation strategies.

An alignment to strategy - the business case process,
uniformly applied, should ensure all projects have been
aligned to strategy.
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A Decision Framework for ROl vs. TCO

IT organizations need to start talking value

— Stop talking cost - unless you like perpetuating I'T
being viewed as a cost center!

TCO measures line item costs
— Focus can be limiting to the enterprise

» Precludes benefits and flexibility of alternative I'T
solutions

— Single dimensional cost (TCO) view was appropriate
when IT was the Data Center

An ROI Multi-dimensional value view Is appropriate
for IT as a business enabler
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— | Cost (TCO) — Provides a Partial Answer

® Generally measured within IT

— Includes cost avoidance (what is generally
considered “benefit”)

— Basic Cost Categories:

» Corporate Budget

- Any other specified chart of accounts
— |IT can only control its own budget
— Traditional TCO influence
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An ROI Model is Relative

® Return on Investment is always as compared to

something. “If we invest “x” we can make “y” and create
a “z” return on investment”

— As compared to what?
« Usually, as compared to doing nothing - the status
quo.
— Making the decision to invest means deciding to

ma

Ke something different

'he business case attempts to construct a model
nat “monetizes” the difference
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— Total Economic Impact (TEI)
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— | Applications of Total Economic Impact

® Shed the “cost center” label - talk “value”

® Refocus IT as a business partner - driver of business
rather than just a utility

® Rank order IT investment opportunities using a value
criteria
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— | Seven Steps for Highly Effective Linux ROI

1 Estimatethe current yearly cost d runnng apgdicaions onthe exsting oper aing
systemenviron nment

2 |Isdaethe operaiond cost per server
Det er mmne if the licens ng cost d the applicaion wll be the sane on L nux

4 Cdcdaethecosttodedoy mgaetheapdicaionto Linux (eg,is a pat
requred?)

5 Estinatethe captd costs of the new hardwar e kits and resource coststo
ded oy g ae the apdicaions (TCO can prouv de afoundati on)

6. Cd cu ae savings resuting fromt he consdi daion d ex si ng apdicéati ons on
Li nux

7. Cdcuaethenewoperaiond costs d runn ng apdications on Linux (e g,
yearly hardware bandw dh, na nenance nanage mernt, a net work cost
reducti ons)

The ROI measures the costs of the Linux
deployment/migration compared to the benefits of operational
cost savings of the migration + cost avoidance savings
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Business Cases




Banco do Brasil

Banco do B agl,thefird Baalian bank to operaeinthe donesticandirternaiond
mar kets wtha net work o branches in 30 courtri es, and corespondernt banki ng
serv ces wthnearly 1,000 top banksin 145 countri es.

Chall enge

Lookingfa anl T sd uionto consdida eits European oper a@ions and & the same
ti ne support its g ow ng bus ness, i ncrease fia ency and reduce licens ng cost s.

Sol uti on

M graedfrom PG based W ndows NT server fa mto Linux orntothreei Series servers
~thefirg torunits core bank ng apdicaion, the secondis a ded caed server runn ng
Domno, thethrdis a Li nux server connected drealyto xSeries systens. CGenerat ed
licens ng and ad nnn strati on sav ngs as well asincreased rdiallityand ease d
manage nment
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— | EXTRADE

A provde d persond finana d servces

Chall enge

Needs to upgradethe Web services d its North Americafinana d
serv ces busness. Qurrentlyrunn ng many apgicaions on Sun
Sd ais

Sol uti on

Upgradeditsdat a cente by ded oyi ng 90 xSeri es 330 servers runnng
Li nux. Reduced sdtwerelicense fees and service costs. Bendfit shifts
ba ance d power backtothe custoner. G a ns 9zade cost sav ngs.
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Ministerio Administraciones Publicas (MAP) -
Direccion General para la Administracion Local

Pudicadmnstraion mnstryin Span A depart mnent wthnthe nn sry,

Drecd 6n Generd paralaAdmn srad on Locd (DGAL) isincharge d
cooper a&ionfor | ocd devdopnent. Respons d efa the nanagement d nai onal
and European subsdes. S nce 1995 runn ng Hew ett- Packard system wth an
| rfor nnx dat abase (prev oud y I ngres)

Chdl enge

Usi ng I far nnx technd ogy, and sought to keep da abase, particd arlythe Web
Dat aB ade, aWeb apgdicaion genera a. Looki ngto consdida e hardwar e and
morae daabasetoalinux dafa m

Sd ui on

Purchased an | BMxSeri es 250 server (4-way SMP), runn ng i nux Red Hat V7.
andthe conpany slfa mx Dynamc Server VWO, 21 daabase. Key benefits ease
toingdl andlearn scd allity, reduced nma ntenance costs, hgh security a al o
price Fast searching gea pefa nance
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Alcanet

A cane Intenaiond DeuschHand GnbHisthel T Servce prov der farthe Acad
Qoupin Ewrope, Souh Armerica andinda Acad produces noll e phones,
td ephones, swtches and rou ers.

Chall enge

A canet neededto cu costs. The conpany s ny SAP.com apgdicéaion was runn ng
onl| BM nmai nfranes wth 08 390. Dscoveredtha L nux wou d beless expens ve
than OY9 390 and wod d gill dfe oustand ng st allity and rdi allity.

Sol uti on

MgaedtoanewzSeries 900 runn ng a 64-lit SUSE L nux partition and a Z OS
partition The my SAP.comsdtware was mgraedtothe L nux partition, wh ch now

acts asthe mySAP.com Apgdicaion Server. s ng ZOS partition pri narilyfa data
starage, and manages the SAP daa wth DB2 and Tivdi & aage manager

Process ngtime bet ween the apdicaion server and dat abase server fa Acanet's
my SAP dat a decreased dramaticdly. Ach eved h gher scd allity,

aval allity, andi nprovenentsinsystem nanagement, montaing
and cortrd.

Poss hblityfa reduction d sdft ware cost wth Linuxinconparisonwth USS node
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Recommendations

® Linux Is a contender In the enterprise

® Measure benefit of Linux inside and outside of IT (within
the business)

® Use an ROI analysis to determine if Linux Is an enabler

of Business Value

— The business may need to change in order to “capture” the
benefit made possible by Linux

— Consider tangible numbers placed on “Worth” (perceived value)

— LIinux can cut your costs as a way to gain greater control over
your architecture

® Remember - All value statements must be relevant to
the users and measured from the user perspective
— Must address strategy or else it’s just a “feature”
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In the presence of
percelved value, cost IS a
secondary concern.




Questions?

© 2001 Giga Information ¢



