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Cloud Computing

COMPOSITION” '
SHARING
oeoae 12 o -
'

VIRTUAC

OUTSOURLING | Sttos  oumsovees

 oFF eSS LOCATION




Hee-Dong Yang©, Ewha Womans University

Cloud Computing
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Benefits of Cloud

« Global reach

« Device independence

« Scale & Flexibility: On-the-fly provisioning

« Reduced cost & lower technical barriers: Paying for
what is used with little or no upfront cost

« Back-up

Plus... (for mobile cloud)

« Real-time services

 Rich service: user presence
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TCO 7 &8

 Large difference (5-8 times) between the price
of the asset and its /ong term cost
« 2X:
— Budgeting and planning
— Asset life cycle management
— Prioritizing capital acquisition proposals
— Vendor selection
— Lease vs. Buy decisions



« IT Resource Categories —
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IT TCO A4 (1)

IT Life-cycle Stages

Acquisition Operating

Softwa re -
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IT TCO A AL (2)

e Cash flow statement: 2A CHA 7| 7HHZ AbA
(Of, == 34)

e Scenariod AFM:
— Proposal system acquisition scenario
— Business as usual scenario

— Then, the incremental scenario: The cost difference
between corresponding line items between two
scenarios above
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IT TCO A4t (3)

Proposal system acquisition scenario (3 year total) Business as usual scenario (3 year total)
ol oo B3 9 ol oo 3 9
444 121 220 785  55% B o~ 82 138 494 29%
874 222 122 1218  85% VS BLOCIAG 539 97 71 707 41%
188 5699 3925 9812 688%  [NERIE 55 8873 5952 14,879 862%
255 1082 892 2229  156% TN 146 543 459 1149 67%
60 46 106 212 15% Facilities 0 15 15 29 02%
Total 1821 7170 5264 14256  — Total 1104 9610 6634 17258 —
AR 128%  503% 369%  —  100.0% % of TCO 59% 557% 384%  — 100.0%
| |
Incremental cash flow (Proposal-Usual) Financial Analysis
Costs| Costs | Costs Acquisition | as Usual |Differences
Software 170 38 83 $14,256 $17,258  $(3,002)
| Hardware  EELJNEENEVLRENNNE| Capital Costs & Expenses (CAPEX) $1,219 $707 §511
133 (3174) (2027) Operating Costs & Expenses (OPEX) [BEIENIEY) $16550  $(3,513)
| NW & Comm FUEIEEECRENPE ) Net Cash Flow — — $2,981
| Facilities [ 31 91 Net Present Value @8% (NPV) — — $2,365

Internal Rate of Return (IRR) — — 121%
Simple Return on Investment (ROI) — — 24.9%
Payback Period — — 7 months
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What TCO Can/Cannot Tell You

TCO can bring out so-called "hidden” costs of
ownership

TCO can put the spotlight on potential cost problems
before they become problems

Creation of an Incremental Cash Flow Statement
finds cost savings and avoided costs

— Which cost areas represent the greatest risks, and therefore
need to be managers most carefully?

— Which cost areas are most important in driving overall TCO
results?

— What can we do to minimize costs?
However, TCO analysis is blind to business benefits



