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How can the Deep Compression ROI tool help me?

The ROI Tool enables you to explore savings and perform breakeven analysis on your potential investment in the Storage Optimization (or Deep Compression) feature of DB2 9. Without making a purchase or leaving your office, you can evaluate for yourself exactly how much you can save by deploying the feature. The report generated by the tool is a comprehensive analysis of the investment and benefits of the Deep Compression feature. Be a hero by proving to your management that you have numbers to back up your claim that DB2 9 is the right data server for your company.
What is ROI and how is it calculated? 

Return on Investment (ROI) is one of the most elegant ways to calculate the efficacy of a business investment. It is expressed as a percentage and is calculated by dividing the present value of the accumulated net benefits over a time horizon, divided by your initial investment. In IT purchases, three years is the most common time span used and that is the horizon we’ve used in this tool. 
The present value in the previous paragraph refers to the fact that money spent a year from today is not the same as money spent today. Therefore we use a discount rate to equate money spent in the future to today’s equivalent amount. The most common discount rate used in ROI calculations is 10%.

ROI is calculated as follows:
[image: image1.emf]  {NB Year 1 / (1+DR) + NB Year 2 / (1+ DR) + NB Year 3 / (1+ DR)}
Initial Investment 
where NB = Net Benefits (Gross Benefits – Annual Cost) and DR = Discount Rate
Let’s look at an example to make it clear. Let’s say your initial investment is $100, your annual benefits minus annual costs are constant at $50 for the next three years, and the discount rate is 10%, your 3-year ROI would be about 125%.
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  ($50 / (1 + .1) + $50 / (1 + .1)^2 + $50 / (1 + .1)^3)

           

                         $100 
An ROI of over 100% implies that you will earn back your initial investment over three years and gain the excess over 100% as pure profit. We chose ROI to calculate the value of your investment in Deep Compression because it is the simplest metric that gives you a good idea of how valuable your investment is.
What is the difference between Aggressive and Conservative Estimates? 

The aggressive estimate assumes that the number of disks for the whole system is reduced by the percent of compression. The conservative estimate assumes only data disks are saved at the same compression rate. In reality the true savings will likely be between these two values.

Figure 1: The difference between Conservative and Aggressive is not the compression ratio - it is the way you implement the feature and what sections of your database you will compress. 

What is break-even analysis?

The Deep Compression Tool shows you exactly when you will recover all the costs you put into the software license purchase. The point at which that happens is the break even point. The graph in the report shows you when you will make up your investment using an aggressive and conservative approach. 
Can you give me an example of an ROI calculation using the Deep Compression feature costs?
Most certainly! Let’s say your IT department charges you $2.50 a month per GB and you have 50 TB of storage. If you purchase twenty Storage Optimization licenses and your data storage needs drop by 30% here’s what your  ROI would look like using these conservative assumptions:

One-Time Investment: $270,000

Savings over 3 Years : $1,870,000

ROI on disk savings alone = 125% 

Assumptions:

· Feature is priced at full retail price without any IBM customer discounts
· Discount rate for ROI is 10%. (See what Discount Rate is above)
· Your data grows only 10% annually (most companies grow between 10%-25%)
Your savings would increase dramatically had we included IBM license discounts and a more realistic data growth rate. Remember this is only disk savings – we’ve not added savings due to reduction in personnel costs, IT infrastructure costs and downtime costs. 
How much faith can I put into these numbers?
The ROI tool takes into account most of the costs and savings that need to be considered when making a decision on purchasing the Storage Optimization feature of DB2 9. However, this report should not be treated as a substitute for a thorough NPV analysis of the investment case that you would normally undertake in a similar situation. 

This report is accurate to the extent that your input data about your data environment is accurate and the assumptions we’ve made in the way you plan to implement the feature hold good. In addition, the compression ratio you will obtain after installing the feature is dependent on a number of variables. The ratio you used in this analysis is a good start but your actual ratio may vary. 

The best way to interpret this report is to treat this as a reasonably accurate estimate of the savings you will accrue after installing the feature and speak to a IBM sales representative about a more in-depth analysis of your specific data environment to reach a more accurate figure.
Where can I learn more?
	           Resources

Download DB2 9 today!
DB2 9 developerWorks article
Storage Optimization Webcast
DB2 9 Blog



	    







[image: image6.emf]

© Copyright IBM Corporation 2007

IBM Software Group

Route 100

Somers, NY 10589

U.S.A.

All Rights Reserved

DB2, IBM, the IBM logo, the On Demand

Business logo and z/OS are trademarks of

International Business Machines Corporation in the United States, other countries, or both.

Linux is a registered trademark of Linus Torvalds in the United States, other countries, or both.

Microsoft and Windows are trademarks of

Microsoft Corporation in the United States, other countries, or both.

UNIX is a registered trademark of The Open

Group in the United States and other countries.

Other company, product or service names may be trademarks or service marks of others.
NOTE:





The Deep Compression tool for DB2 9 for Linux, UNIX and Windows ("Tool") was developed by IBM to assist IBM Customers and Business Partners to assess the potential savings and expenses in deploying the Storage Optimization feature of DB2 9 for Linux, UNIX and Windows, also known as "Deep Compression". The Tool is based on numerous industry-wide assumptions, financial projections and projected growth of data rates, not all of which may be accurate. These assumptions, projections and growth rates are not guaranteed, and may vary from historical rates based on a variety of factors, including business conditions, competitive factors, and execution factors. The accuracy of your input may also affect the quality of the projections that the Tool generates. IBM is not responsible for the quality of any projections rendered by the Tool or any reports generated by the Tool. IBM is not responsible for the accuracy of the data contained in the Tool or any report, or how results are generated. Any reliance by you on the Tool and any results from the Tool is at your sole risk and will not create any liability or obligation for IBM.
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