Global Headquarters: 5 Speen Street Framingham, MA01701 USA P.508.872.8200 F.508.935.4015 www.idc.com

IDC

WHITE PAPER

The Tangible Benefits of Blade Computing
Sponsored by: ClearCube

Bob O'Donnell
July 2010

IDC OPINION

Blade cl ients—rack mo unted b oards that conta in afu ll PC, i ncluding proc essor,
memory, hard drive, graphics, and operating system--deliver tangible and substantive
benefits for ¢ ertain classes of users, n otably high-density large e nterprise, security-
conscious military, and high-availability departmental or e nterprise computing. These
benefits take the form of:

Greater physical and data security

Higher uptime

Better worker environment noise and thermal characteristics
Reduced operating costs.

For the c ompanies e xamined i n o ur stu dy, the d eployment of a blade comp uting
solution resulted in a net cost reduction of $988 per user (see Figure 1).

Companies with high requirements for serviceability, security, availability, or low-noise
environments should consider a blade client solution for at least a part of their client
population.
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METHODOLOGY

The data in thi s study comes from 12 in-d epth intervie ws with customers currently
using blade solutions for th eir desktop computing. IDC asked respondents questions
to quantify the benefits to them in terms of cost savings and productivity increases of
using Cle arCube bl ade clie nts. The surv ey also ass essed custome rs' genera |
satisfaction with the blade client solution.

A standard ID C business va lue i nterview and mod eling methodology was use d in
gathering and analyzing the survey data.

The companies interviewed ranged in size from 100 t o 1,200 employees with four
companies having 100% of users using blade clients for 1-2 years (see Table 1).

TABLE 1

Study Profile

Industries Healthcare, Government, Services, Financial
Average number of Employees 798
Average % of ClearCube users 46%
Average number of ClearCube users per IT manager 207
Blades to server ratio 13.5

Source: IDC, 2010

SITUATION OVERVIEW

The blade client model removes the PC from the desktop and places it securely in the
data center, accessed by simple hardware that sits on a user's physical desktop. This
approach offer s the e nd user the ¢ omputing power of a full-fl edged PC, while
providing the | T departme nt with the d ata security and system accessibility typically
reserved for thin-client models.

While this bas ic 1:1 ratio of one clie nt computing device per person drove the blade
client market i nthe earl y e ars, savv y bl ade clie nt vend ors have i nrecent years
capitalized o n the gr owing interesti n virt ualization to grow th eir business. F or
example, using virtual ization a sing le blade clie nt can h ost several s eparate virtual
desktop cli ents, withthe usersofth osecli entsp erceiving no difference in
performance despite the fact that multi ple people are sh aring o ne r eal-world PC.
Utilizing bl ade clients in such a manner not only cuts d own on the initial per-seat
client cost, but it can significantly cut the cost of maintaining such systems over time.

2#

©2010 IDC




PC Blade Users — ROl Assessment

ROI Analysis

The customers in this stu dy included h ospitals, milita ry i nstallations, financi al
institutions and service companies. Their users include professionals such as doctors,
nurses and financial analysts who need reliable information systems, and while they
may be mob ile, their P Cs need not be. T he or ganizations als o tend t o be highly
centralized so there are clear advantages to installing the clients in a single location.

For a premium above what they would have paid for c onventional PC assets, these
companies were able to generate an ROI of 450% and pay back the costs in a little
over 6.17 months once the blade clients solution was deployed (see Table 2).

TABLE 2

3-Year Summary of ROI for ClearCube Solutions (per 100 users)

Discounted Benefits $808,933
Discounted Investment $147,086
Net Present Value $661,847
ROI = NPV/Investment 450%
Payback in months 6.17

Source: IDC, 2010

The investment or cost of  change, took plac e up front while th e be nefits gre w
annually as each company migrated more of its users to the ClearCube platform. This
drove cash flow positive in year one (see Figure 2).
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FIGURE 2

Cash Flow Analysis
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Benefits

IDC was able to identify multiple quantifiable benefits of deploying ClearCube blade
clients based on the customer interviews:

Reduced support costs — By taking the hard drives out of the hands of users and
consolidating those ass ets in prot ected cages insi de clos ets/data ¢ enters,
ClearCube c ustomers were abl e to su pport 16% m ore users while r educing
desktop support costs by 60% and helpdesk costs by 13%;

Higher u ptime — Centra lized control of the desktops e nabled the IT staffs to
employ proactive best practices for reducing outages such as integrated systems
management and h ot s wapping. Compa nies enj oyed an averag e red uction i n
downtime of 6 9% as well as reduced Mean Time to Rep air (MTTR) of 36% in
those rare cases of d owntime. In ad dition to lower downtime, users g ot up and
running q uicker and spe nt le ss time doin g their o wn s oftware d eployment and
troubleshooting or calling the helpdesk for assistance;

Asset security — L ocking away the s ystems in a controlled e nvironment yields
many benefits. The asset is protected from damage and theft. Companies in our
study averagedonetot wo stolen PC s ann ually befor e they impl emented
ClearCube. Ph ysical asset s ecurity is an i mportant issu e in colle ges/schools,
hospitals an d remote loc ations. More signific antly, w ith the ClearCube
technology, through the device ont he user's desk, IT personnel can chose to
enable/disable the user's a bility to co nnect mass storage d evices (fl oppies,
CD/RW, disk-on-ke y) so us ers cannot download se nsitive data or uplo ad
unauthorized software. In cer tain sensitive government/military situ ations, users
no longer have to sec ure their hard drives to a safe/lockbox when notin use, a
significant operational benefit...
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Working environment — W ith the PC heat source and attendant fans out of the
work place, users enjoyed a cooler, quieter, more spacious working environment.
Some of the ¢ ompanies were ab le to re duce their s pace requirements by an
average 2 5%. One hospit al felt that e liminating the fa ns reduce d the r isks of
spreading germs.

FIGURE 3

Average Annual Benefits per 100 Users
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A total annual benefit (per 100 users) is $ 339,000 with 42% coming from hard costs
savings (see Figure 3).

Reduction in the Total Costs of Desktop Computing

Despite the higher initial cost for the blades form factor and the one time investment
for cages, rack s and ports, blade clients tend to have lower total c osts when viewed
from three or four years out. Lower hard costs resulted in average annual savings of
$142,319 (per 100 users) and meant that companies could recover their higher initial
costs in as little as 13 mont  hs on har d d ollar (IT budget) savings al one without
considering th e incre ased p roductivity a nd do wntime red uction b enefits. Reduce d
total cost of ownership was the results of the following factors:

1. Cons olidation, control and centralization -
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Removing d esktops from th e workplace re duced facilities costs for s pace,
HVAC, security, and electrical by 25%.

The ratio of users to systems varied in our study from each user having 3-5
PCs in highly technical classified environments to a si ngle PC supporting 5
users in a multi-shift nurses station. On average, blade clients were able to
serve 24% more users than conventional PCs.

Security — Most companies in the study experienced 1-2 PCs per year being
stolen from the workplace. Losses due to theft were reduced to z ero once
blades were deployed.

IT efficienc y —W hile growing the iruser baseb y 13% per vyearthes e
companies were able to reduce their desktop support staff by 6 0%. In some
cases this was a simple re allocation of resources to oth er functions which
avoided the costs of additional hires.

Out of their hands — Removing desktops from the workers reduced maintenance
costs associated with routine and catastrophic wear and tear.

Productivity —IT staff

Not only do the blade clients require fewer staff in direct support of users, but the time
required for all IT tasks associated with desktops is reduced by nearly 28% (see
Figure 4). The time free d up amounted to an average of 248 ho urs per IT staff per
year to be used in more proactive business support activities. While IT staff benefited
most from reducing the time spent fixing downtime issues, the largest bucket of hours
saved from ro utine operations came in sec urity fu nctions such as us er admin and
securing hardware assets. The greatest r eductions in time in terms o f perce ntage
came in configuration and operations tasks such as desktop software installation and
job scheduling which were cut in half.
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FIGURE 4

IT Task Reduction Time (Hours per User per Year)
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User Productivity - Out of their hands —Friendly, Functional and
Flexible

One of the key measures of user productivity is the time that users have access to the
applications th ey needtod o theirj ob. E very hour without acc essisonly8 0%
productive a nd so 20 % of the ho urly wage is wasted. The Cle arCube sol utions
contributed to hig her levels of pro ductivity by si gnificantly red ucing the b arriers
between user and application (see Figure 5).

Centralization helped t he IT staffto configure and install each deskt op 42%
quicker which saved each user 2.2 hours getting up and running;

Users also s pent 5.25 fe wer hours per year lo ading th eir o wn s oftware an d
troubleshooting:

Help d esk cal Is dropp ed off b y 3 8% as us ers recovered 2.86 hours per year
through better operations.

Downtime reductions returned 8 hours per year of productive time to each user.
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FIGURE 5

User Productivity - Reductions in Non-Productive (Annual
hours per user)
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Revenue Savings

Following Cle arCube impl ementations, do wntime at the compa nies studied was
reduced by 69% to an average of 1.8 hours per month. This resulted in net revenue
(gross rev enue min us costs to ge nerate the rev enue) s avings of $ 71,270 per 100
users per year, based on hourly downtime loss rates reported by the companies.

FUTURE OUTLOOK

Blade clients currently ship in low volumes in comparison to desktop PCs. The blade
client arc hitecture is  well establ ished in some key v ertical mark ets such as
government a nd health c are that v alue th e tech nology's in herent stren gths. W hile
proponents of blad e clie nts in these ve rticals may not purch ase in v olumes hig h
enough to ma ke waves within the PC i ndustry, their co ntinued patronage insures a
stable s hipment base for years to come. Innov ations in t he blade clients that drive
down the cost and integrate with virtual desktop solutions could facilitate the growth
curve in this s egment. Add t o this th e increasing vis ibility of virtualization, and the
blade client's strengths in this area, and you have a market with a solid future.
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CHALLENGES/OPPORTUNITIES

The largest challe nge facin g the bla de client market is the cont inued growth of th e
thin clie nt ma rket. This market sho wed notab le resi lience dur ing th e econ omic
downturn, and IDC e xpects strong s hipment growth inthe nextfew years asan
increasing per centage of co rporations warm to the thin client mod el. There's an
argument to be made that the growth of thin clients can actually help drive the growth
of blad e clients, as within any organization there will always be us ers who re quire
greater computing capacity than the average thin client can provide. Instead of rolling
out standalone PCs for these employees (and enduring the resulting hassles), an IT
department mi ght cons ider a rack of hi gh-performing b lade PCs. Suc h a scen ario
allows IT toretaina greater degree of control, provides these employees with the
computing power they need, and leaves opens the possibility of virtualizing the blade
PCs down the road if necessary.

CONCLUSION

Blade clients, in addition to providing significant increases in security, availability, and
manageability, can re duce desktop operating costsb y 40% based o n custome r
analysis. T he techno logy, while not for ev erybody, will s erve a s pecialized rolein
client comp uting for the fore seeable future. Compan ies with hig h requ irements for
serviceability, security, availability, or low-noise environments should consider a blade
client solution for at least a part of their end-user computing needs.
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APPENDIX

IDC ROI Methodology

IDC has developed an ROI methodology that measures the total costs of deployment
and the sum of the savings achieved. The methodology calculates the ROl in a three-
step process:

1. Ascertain the investment made in th e purc hase and imp lementation of the

solution and the ass ociated training a nd maintenance costs. To get an accurate
assessment, IDC ask ed for the d eployment, setup, up grade, a nd m aintenance
costs, as well as the total cost of the software and training.

2. Measure the gains in IT staff and us er prod uctivity from deploying the sol ution,

revenue rec aptured from red uced d owntime, and cost sa vings from incr eased IT
staff efficiency and lower capital and operating expenses. Even in the full business
case, most of the savi ngs were hard dollar savings and only a small fraction would
be considered soft savings.

IT staff productivity indicates how effectively IT managers and their st aff use
their time. Besides reducing operations costs, gains in IT productivity can free up
staff to implem ent new initiatives more rapidly, helping to create a ¢ ompetitive
edge. Provi ding the productivity boost r equired gro wing the b usiness while
keeping th e IT staff headcount lev el flat is consid ered a hard sav ings are a
because only a fraction of the overall time saved by the team is counted toward a
hard ROI result.

User productivity is increasingly dependent on service up time as orga nizations
become progressively more network-centric. W hen users are un able to acces s
network resources, their productivity may be severely impaired. User productivity
also s uffers when employees have t o wait for hel p d esk supp ort or ot her IT
administrative tasks. Becaus e users often are able to m ove to other business

applications when service interruptions or performance degradations occur, only
a small fraction of the p otential user impact time is co unted toward the final ROI
result.

Lost revenue. Higher service availability also contributes to a business' top lines
because less revenue is lost due to downtime and potential service penalties are
avoided. Ad ditionally, downtime can b e costly in terms o f diminis hed c ustomer
satisfaction and possible loss of a customer's business.

Cost savings. IT staff efficiency is a measure of how well the IT management
organization can achieve economies of scale and scope of work with its people,
tools, and pr actices. T o remain competit ive, comp anies must be able to grow
their systems and networks at a faster r ate than the IT staff required to support
them. Skilled IT professionals continue to be scarce; the refore, comp anies are
expecting existing stafftot ake on m ore work a nd r esponsibilities. B ecause
improved IT staff efficiency reduces payroll costs, the savings ar e hard savings.
Other hard s avings include cost reductions from lo wer travel e xpenditures and
from reduced spending on hardware, software, communications and facilities.

3. Calculate the payback period and ROI for the deployed solution. From the
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results of the interviews, IDC was able to calculate the average payback period
and rate of return from inves ting in C learCube client blades, as well as the ne t
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present value of the savings. IDC also calculated a separate hard ROI using only
the hard savings and excluding the soft savings from improved IT staff and us er
productivity.

IDC bases its calculations on a number of assumptions:

O Time values are multiplied by burdened salary (salary + 40% for benefits and
overhead) to quantify efficiency and manager productivity savings.

U Downtime va lues ar ea productofth e number of h ours of do wntime
multiplied by the number of users affected.

O The impact of unp lanned downtime is quantified in terms of impair ed e nd-
user productivity and lost revenues.

O Lost productivity is a product of downtime multiplied by burdened salary.

0 Lostrevenue is a product of downtime multiplied by the average revenue
generated per hour.

The net pres ent val ue of th e thre e-year s avings is calc ulated b y subtracting the
amount that would have been realized by investing the original sum in an instrument
yielding a 12% return to allow for the missed opportunity cost. Because every hour of
downtime does not e quate to a | ost hour of productivity or revenue generation, IDC
attributes only a fraction of the result to savings. As part of our survey, we asked each
company what fraction of do wntime hours to use i n calculating productivity savings
and the reduction in lost revenue. We then tax the revenue at that rate.

Further, beca use IT solutions require a d eployment peri od, the full be nefits of the

solution are not available during deployment. To capture this reality, IDC prorates the
benefits on a monthly basis, and the n subtracts the dep loyment time from the first-

year savings.
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