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A Primer on Storage Economics 
By David Merrill 

Introduction 
At Hitachi Data Systems, storage economics is a suite of methodologies, tools, services and sales tactics that help 
customers identify the total cost of storage ownership and provide strategies to help customers reduce ongoing 
costs. Disk price is only 25 percent of the total cost of owning the disk over three to four years, so Hitachi Data 
Systems employs storage economics to identify and characterize the remaining 75 percent of the total cost of 
ownership (TCO), and to present how new storage architectures can be instrumental in improving storage costs 
with excellent return on investment (ROI).  

Storage economics enables Hitachi Data Systems plan beyond the dollars per megabyte ($/MB) game and help 
customers reduce long-term storage ownership costs and risk. Hitachi Data Systems has a repertoire of products, 
architectures and partnerships that can demonstrate not only technical but also economic superiority against any 
other solution in the market today.  

Through several years of economic analysis, Hitachi Data Systems has discovered that for every 12 terabytes (TB) 
of installed and used storage, the average customer is likely to find $1M U.S. dollars worth of operating expense 
costs that can be defined and eliminated; this can be realized over a three-year period with a balanced investment 
in people, processes and products. Hitachi Data Systems can help customers discover and reduce IT costs! 
Storage economics is the suite of methodologies and tactics to help identify and reduce these costs within our 
customer environments. For lasting success as a storage vendor and strategic partner, storage economics is used 
in conjunction with good pricing, customer support and services execution.  

Why Is $/MB a Wrong Metric? 
The $/MB metric is a popular sales technique used to compare vendors or track the downward trend of storage 
purchase price; however, it is ineffective in terms of illustrating long-term ownership cost differences. One reason 
the $/MB technique is popular is because it does not require much information or analysis. Hitachi Data Systems 
can help customers realize that there are many costs involved with owning and operating the storage portion of 
their data center. For example, one vendor solution may enter with the best $/MB but might be very expensive to 
own, which is why $/MB should not be the only economic metric used. It is our job to help customers look beyond 
price and scrutinize all the costs involved with their storage solution.  

What are TCO and ROI? 
TCO is a method for calculating all costs that will be incurred over the asset’s useful life. Purchase cost is only 
one-fourth of the total cost. Some solutions may be inexpensive to buy but very expensive to own if they 
repeatedly fail, require large amounts of management time and perform poorly for the applications. TCO helps 
provide a better comparative measurement of all costs that are included in a particular storage decision.  

ROI is a method used to calculate the benefits of a particular investment and is effective if multiple investments are 
needed for a company, and if a decision must be made on those with the best return of profit (or reduced costs).  

Why Should Hitachi Data Systems Customers Care about Storage 
Economics? 
Most customers around the world are concerned with operating expense (OPEX) cost reduction. These costs are 
those experienced after the sale and can include electricity, floor space, labor for management, risk of downtime, 
and hardware and software maintenance licenses, etc. Hitachi Data Systems has characterized 33 different types 
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of storage operating costs. By working with customers to determine which of the 33 types of cost reductions they 
are interested in (every customer has OPEX reduction interests) Hitachi Data Systems can lead into discussions 
around storage consolidation, tiered storage, disaster protection, backup improvements and management 
automation, etc. These initiatives or investments can be mapped directly to the 33 types of costs that will create 
the total OPEX reduction. By engaging in these types of solution and cost reductions, Hitachi Data Systems 
provides real value by helping customers with cost control and operational effectiveness.  

While some solutions may not represent the lowest price to purchase, strategic architectures can be shown to 
provide the best cost over time, in that the cost of growth, cost of management, cost of outages, etc., can yield 
the best TCO. Using storage economics principles to distinguish price and cost is essential. IT planners and 
procurement groups must be less concerned about the proposal price and demonstrate the proposal value in 
terms of reducing OPEX costs. If Hitachi Data Systems can demonstrate how its proposal/solution has a lower 
cost of ownership, the purchase price will be less of a factor. Remember, customers are concerned about OPEX 
reduction and not always capital expense (CAPEX) reduction.  

Economically Superior Storage Architectures 
Hitachi Data Systems consultants have observed economically superior architectures with clients around the 
world, and they tend to see key ingredients (investments) in people, process, technology and storage business 
operations. These ingredients can be directly applied to present storage strategies that are superior — by 
themselves or in powerful combinations, such as: 

• Eco-friendly solutions that maximize TB per kilowatt (kW) and British thermal unit (BTU), and TB per square 
meter of floor space 

• High-growth solutions, where the cost of growth and stranded capacity is greatly reduced 

• Limited labor architectures — minimal staff, leveraging multivendor automation and provisioning 

• Merger and acquisition environments where assimilation of other storage infrastructure is critical 

• Lawsuit and litigation tolerant storage designs 

What Resources Are Available to Clients and Partners? 
Hitachi Data Systems professional services and Global Solutions Services (GSS) consultants have been offering 
tactical and strategic services around economic planning and cost reductions for over six years. Over 500 
economic analyses have been delivered for both large and small customers around the world. A variety of tools, 
services, white papers and case studies exist that can be made available for use in a sales campaign. These 
include: 

• The Hitachi Data Systems Web site has several papers on storage economics. Begin by reading the basic 
paper: “Storage Economics: Identifying and Reducing Operating Expenses in the Storage Infrastructure.”  
http://www.hds.com/pdf/StorageEconomicsWHP-153.pdf  

• A Momentum Hour Webcast on the topic of Storage Economics presents a good overview of these topics.  
http://hdsnet.hds.com/hds_academy/momentum_hour/hour2/hour2.htm  

• Storage Economics Strategy Service, a billable service available to customers around the world, is intended to 
identify and strategically plan for storage OPEX cost reductions. This short engagement begins by discovering 
all storage assets and is followed by workshops for design and cost identification. A formal report detailing the 
findings and providing recommendations is the primary deliverable. More information can be found at: 
http://hdsnet.hds.com/cmsProdPubIntra/groups/public/documents/webpage/01.10.03.00.00.00_02_056942.h
csp?selectedKey=01.10.00.00.00.00  
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• The following URL includes a Flash Demo overview of the Storage Economics Strategy Service: 
http://edemo.hds.com/edemo/toolsnservicesedemo.html  

• HiReturn investment analysis program is a tool for calculating storage investments and ROI and was designed 
by Hitachi Data Systems for sales campaigns.  

• Local Business Consultants are also available for less formal economic analysis, usually for free, but with much 
less technical and financial detail. These shorter modeling exercises can be used to improve a solution 
campaign or a customer proposal.  

• Hitachi Data Systems Academy sponsors a training class called “Storage Economics: MBA in a Day,” which is a 
good overview course on techniques, methodology and sales tactics. Check on the Hitachi Data Systems 
Academy Web page for information and locations of this class.  

• A series of quick estimator tools are available for sales teams to start telling the economic superiority story of our 
products. See the following link for more details, training and the links to download these tools. 
http://hdsnet.hds.com/cmsProdPubIntra/groups/public/documents/webpage/01.20.06.00.00.00_01_055837.h
csp  

Service Capabilities 
A range of services are available to help tell the economic story, as well as providing economic justification or 
proofs to our customers. The more in-depth services are delivered by GSS for a fee, but many of these service 
modules can be delivered at low or no cost to the client.  

• Discovery — several Hitachi Data Systems tools (Hitachi Storage Assessment Tool, Hitachi Device Manager 
software) can provide critical inventory information that we use to show incremental improvements in utilization 
or consolidation. 

• TCO Baseline — this quick approach helps the client baseline their current cost per unit-TB/year. We help 
them identify and characterize the costs elements, but the customer has to implement the appropriate systems 
to collect or measure the cost elements. 

• Specific Technology Justification — this service provides the information when a client wants specific and 
direct business justification (ROI or TCO) on technologies such as virtualization, virtual tape library or 
consolidation. 

• Workshop and Interviews — onsite consulting time can be spent with as little as one day or two weeks 
interviewing and understanding the current infrastructure in order to make logical and physical design 
recommendations to develop economically superior architectures. 

• Comprehensive Modeling Tools — tools such as HiReturn are general in nature, but there are also Hitachi 
Content Archive Platform, Hitachi High-performance NAS Platform and Virtual Tape Library solutions — ROI and 
TCO tools that can be used in developing a business case. 

• Quick Estimator Tools — these are quick and simple tools to be used by the sales team as a storytelling 
approach to economically superior storage architectures. Quick estimators are available for Thin Provisioning, 
Tiered Storage, Virtualization and NAS. 

• Strategy Development — often a client needs an economic road map on how to proceed. High-level 
strategies on reducing TCO can be developed once the baseline is generated. General plans can be outlined 
for: 

– People and organization changes to consider that will impact labor as a part of TCO 

– Process, procedures and functional change that will impact TCO 

– Technology investments that might include virtualization, tiered storage, virtual tape library, etc. 
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– Storage business changes, such as chargeback, utility, management metrics 

– Follow-on work — several options for post-economic work exist once Hitachi Data Systems has established 
thought leadership with the customer: 

– Storage service catalogs 

– Eco-friendly and environmental analysis 

– ITIL audit and process improvements services 

– Strategic and tactical architecture development 

– Capacity on demand, utility storage planning 

– Chargeback design and implementation 

Consultative Resources 
GSS and country business consultants have been designated as the key providers of delivery expertise for 
economic services and presentations. These economic “black belts” can deliver the above mentioned services 
modules, often for a fee, to your customer. Additionally, a class of storage economic “blue belts” is also available 
in each geography, to assist with sales support of the quick estimator tool and the delivery of half day or one day 
workshops. “Blue belt” resources are available at no cost, and can help the sales team with in-depth 
understanding and analysis that is often required early on, and with close proximity to the sales team.  

Conclusion 
Hitachi solutions of hardware, software and services are most often economically superior to anything our 
competitors have to offer. If Hitachi Data Systems can learn and apply economic and financial principles to a 
client’s strategic plan, the result can be superior long-term cost reductions and operational efficiencies. Speaking 
and using the language of money allows IT planners to present a new view of strategic investments and 
adjustments to deliver superior storage solutions at a superior overall cost.  
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