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Executive Summary 

 Customers running SAP in on-premises data centers incur high investment and 

management costs. They also face difficulty scaling SAP instances at the speed required 

to meet business needs. To overcome these challenges, firms have started to migrate 

their SAP environments to the Microsoft Azure cloud. This reduces SAP-related 

infrastructure costs while providing flexibility and added business value that continue to 

pay dividends into the future. 
 
 
 

Microsoft and SAP’s partnership provides 

organizations with the benefits of running SAP on the 

Azure public cloud, while also limiting complexity and 

providing additional support to those customers with 

specific business requirements. Migrating SAP 

solutions to Azure allows organizations to achieve 

cost savings from moving out of expensive and labor-

intensive on-premises data centers. It provides many 

business benefits including faster time-to-value of 

developed applications and faster time-to-market. 

Microsoft commissioned Forrester Consulting to 

conduct a Total Economic Impact™ (TEI) study and 

examine the potential return on investment (ROI) 

enterprises may realize by deploying SAP on the 

Azure cloud.1 The purpose of this study is to provide 

readers with a framework to evaluate the potential 

financial impact of Microsoft Azure for SAP on their 

organizations.  

To better understand the benefits, costs, and risks 

associated with this investment, Forrester interviewed 

several decision-makers with experience using SAP 

solutions on Microsoft Azure. For the purposes of this 

study, Forrester aggregated the experiences of the 

interviewed customers and combined the results into 

a single composite organization. 

Prior to migrating their SAP solutions to Azure, the 

customers were running SAP in on-premises data 

centers. This incurred high capital expenditures of 

on-premises hardware and its associated 

maintenance fees, along with a large time cost on 

internal IT departments and outsourced third parties 

to manage these environments. Moreover, on-

premises data centers proved expensive and time-

consuming to scale when needed. 

After migrating their SAP solutions to Microsoft 

Azure, the interviewees reduced their organizations’ 

costs of running SAP and generated additional 

business value through the improved flexibility of the 

Azure cloud environment. Interviewees exchanged 

capital-expense models for leaner operating-expense 

models while improving cost and speed of 

development and accelerating business expansion, 

reaching new markets quicker than before.  

Return on investment (ROI) 

112% 

Net present value (NPV) 

$13.82M 

KEY STATISTICS 

Total benefits 

 

$26.2 million 

https://azure.microsoft.com/en-us/solutions/sap/azure-solutions/
https://azure.microsoft.com/en-us/solutions/sap/azure-solutions/
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KEY FINDINGS 

Quantified benefits. Risk-adjusted present value 

(PV) quantified benefits include: 

• Reduced on-premises infrastructure 

investments related to SAP solutions by 

100%. After completing migration of their SAP 

solutions to Microsoft Azure, decision-makers 

report that their organizations completely avoided 

the costs typically incurred from renewing 

hardware leases in on-premises data centers. 

Additionally, they avoided the related recurring 

maintenance fees; costs and fees for related 

security appliances; internal IT costs and external 

third-party costs to service this on-premises 

infrastructure; and data center real estate costs. 

The organizations also reduced their internal 

costs to capacity plan and scale infrastructure by 

50%. 

• Reduced development time by 14% and 

reduced per-development project resources 

by 25%. By migrating SAP instances to the 

Microsoft Azure, interviewees saved on costs 

related to development while improving time-to-

value of SAP applications. Development 

environments were faster to spin up on Azure 

and development teams could take advantage of 

templates and building blocks for more 

customizable development. 

• Improved time-to-market of new operations 

by 30%. With SAP solutions running on Azure, 

interviewees report that their organizations 

launched into new markets faster, expanding 

business. They no longer had to invest the time 

to set up additional on-premises infrastructure for 

these markets, instead spinning up new 

instances as needed, cutting launch time 

anywhere from 0% to 50%. 

Unquantified benefits. Benefits that are not 

quantified for this study include:  

• Improved uptime, backup, and recovery. 

Interviewees achieved higher service levels from 

improved uptime, backup, and disaster recovery 

 Migrating SAP to Azure has 
freed up funding for reinvestment in 

our business growth initiatives.  

— IT director, food and beverage 
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after migrating their SAP environment to 

Microsoft Azure. One decision-maker shared that 

Microsoft Azure’s service-level agreements were 

a key reason it was chosen as their SAP 

solutions platform. 

• Low risk, improved security, and better data 

privacy. Interviewees shared that migrating SAP 

solutions to Azure was a low-risk investment from 

a security and data-privacy perspective, 

describing Microsoft as “best in class” and a 

“leader” in security and data compliance. 

• Innovation and adoption of new technologies. 

Migrating SAP solutions to Azure allowed 

customer IT teams to focus more on innovation 

efforts rather than break/fix and infrastructure 

maintenance workstreams. 

Costs. Risk-adjusted PV costs include:  

• Fees paid for Microsoft Azure infrastructure. 

The size and nature of the SAP deployment 

determines Azure fees. The composite 

organization experiences Azure fees of $3.3 

million annually.  

• Azure infrastructure migration and 

management costs. Interviewees experienced 

internal time costs to migrate SAP solutions to 

Azure and to manage the SAP deployment on 

Azure on a regular basis.  

The customer interviews and financial analysis found 

that a composite organization experiences benefits of 

$26.18M over three years versus costs of $12.36M, 

adding up to a net present value (NPV) of $13.82M 

and an ROI of 112%. 

Reduced 
development time 

 
14% 

Reduced development 
resources 

 
25% 

Reduced expansion 
time 

 
30% 
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ROI 

112% 

BENEFITS PV 

$26.18M 

NPV 

$12.36M 
PAYBACK 

<6 months 

$15.9M

$9.2M

$1.1M

Avoided costs of on-premises
infrastructure

Improved costs and time-to-value
of SAP applications

Improved time-to-value of
expanded operations

Benefits (Three-Year)

Total benefits PV, 
$26.2M

Total costs PV, 
$12.4M

Initial Year 1 Year 2 Year 3

Financial Summary

Payback period:
< 6 months
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TEI FRAMEWORK AND METHODOLOGY 

From the information provided in the interviews, 

Forrester constructed a Total Economic Impact™ 

framework for those organizations considering an 

investment in Microsoft Azure for SAP.  

The objective of the framework is to identify the cost, 

benefit, flexibility, and risk factors that affect the 

investment decision. Forrester took a multistep 

approach to evaluate the impact that Microsoft Azure 

for SAP can have on an organization. 

 

 

DUE DILIGENCE

Interviewed Microsoft stakeholders and 

Forrester analysts to gather data relative to 

Microsoft Azure for SAP. 

 

CUSTOMER INTERVIEWS 

Interviewed several decision-makers at 

customer organizations using Microsoft Azure 

for SAP to obtain data with respect to costs, 

benefits, and risks.  

 

COMPOSITE ORGANIZATION 

Designed a composite organization based on 

characteristics of the interviewed organizations. 

 

FINANCIAL MODEL FRAMEWORK 

Constructed a financial model representative of 

the interviews using the TEI methodology and 

risk-adjusted the financial model based on 

issues and concerns of the interviewed 

organizations. 

 

CASE STUDY 

Employed four fundamental elements of TEI in 

modeling the investment impact: benefits, costs, 

flexibility, and risks. Given the increasing 

sophistication of ROI analyses related to IT 

investments, Forrester’s TEI methodology 

provides a complete picture of the total 

economic impact of purchase decisions. Please 

see Appendix A for additional information on the 

TEI methodology. 

DISCLOSURES 

Readers should be aware of the following: 

This study is commissioned by Microsoft and delivered by 

Forrester Consulting. It is not meant to be used as a 

competitive analysis. 

Forrester makes no assumptions as to the potential ROI 

that other organizations will receive. Forrester strongly 

advises that readers use their own estimates within the 

framework provided in the study to determine the 

appropriateness of an investment in Microsoft Azure for 

SAP. 

Microsoft reviewed and provided feedback to Forrester, 

but Forrester maintains editorial control over the study 

and its findings and does not accept changes to the study 

that contradict Forrester’s findings or obscure the 

meaning of the study. 

Microsoft provided the customer names for the interviews 

but did not participate in the interviews.  
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The Microsoft Azure For SAP Customer Journey 

Drivers leading to the Microsoft Azure for SAP investment 
 
 

 

KEY CHALLENGES 

Before migrating their organizations’ SAP systems to 

Microsoft Azure, the majority of interviewed decision-

makers were running their SAP systems on-

premises. One interviewee was utilizing a competitive 

enterprise resource planning (ERP) system. The 

decision-makers running SAP solutions on-premises 

were all utilizing ECC 6.0. They were, however, using 

various models to manage their SAP environments. 

Some managed these environments in house, while 

others outsourced it to third-party service providers. 

Other were using a mix of these two models. 

The interviewees’ organizations struggled with 

common challenges, including: 

• Lack of flexibility and scalability. Interviewees’ 

report their organizations’ on-premises SAP 

environments lacked the flexibility and scalability 

they sought when migrating to Azure. Decision-

makers would have to forecast future resource 

demand for SAP workloads on-premises and 

invest in additional capacity on a regular basis to 

plan for increased demand. Oftentimes, if they 

needed additional capacity, they would have to 

wait until the next financial period to procure and 

provision this capacity. This placed any projects 

needing the added capacity on hold. Decision-

makers were regularly overinvesting in on-

premises capacity to ensure adequate resources 

for SAP growth. If they overprovisioned by too 

much, their organizations were stuck with the 

sunk cost of the additional capacity and could not 

downscale to save costs and meet needs. 

  

Interviewed Organizations 

Industry Region Interviewee 
FTEs 
Revenues 
SAP Version 

Healthcare     US Director of IT and DevOps 
1,200 employees 
$350 million 
SAP S/4HANA (2020) 

Manufacturing US 
SAP project manager and 
solutions architect 

2,000 employees 
$726 million 
SAP S/4HANA (1909) 

Food and beverage Global IT director 
35,000 employees 
$18 billion 
ECC 6.0 and SAP S/4HANA 

Retail Global Cloud and integration specialist 
75,000 employees 
$37 billion 
SAP S/4HANA (1909) 

Food and beverage Global SAP SME 
86,000 employees 
$37 billion 
ECC 6.0 

Manufacturing Global VP of IT 
103,000 employees 
$54 billion 
ECC 6.0 

 

“A major goal for us was being able 

to scale SAP dynamically in real 

time. We migrated SAP to Azure to 

get more ‘on-demand’ scalability.” 

Director of IT and DevOps, healthcare 
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THE MICROSOFT AZURE FOR SAP CUSTOMER JOURNEY 

• High capital expenditures and operating 

costs. A corollary of the on-premises 

environments’ inflexibility was the high cost to 

purchase and manage capacity. Organizations 

investing large amounts of capital in servers and 

paying additional expenses, including annual 

maintenance fees, on-premises security 

appliances purchases, and real-estate costs for 

this infrastructure. The responsibility of servicing 

this infrastructure fell solely on the organizations, 

so that they also had to hire ample staff or 

outsource to third-party firms to manage, 

maintain, and update the infrastructure on an 

ongoing basis. 

• Unsatisfactory downtime. Interviewees also felt 

disappointed in their organizations’ current ability 

to maintain uptime. Decision-makers described 

past scenarios where either internal applications 

or — more impactfully — external revenue-

generating applications failed, despite best efforts 

taken to maintain high availability. Organizations 

felt that outsourcing the SAP-application 

infrastructure to Microsoft would maintain uptime 

24/7 on a global scale. 

 

COMPOSITE ORGANIZATION 

Based on the interviews, Forrester constructed a TEI 

framework, a composite company, and a ROI 

analysis that illustrates the areas financially affected. 

The composite organization is representative of the 

six companies that Forrester interviewed and is used 

to present the aggregate financial analysis in the next 

section. The composite organization has the following 

characteristics:  

Description of composite. The composite 

organization is a business-to-business organization 

operating in the manufacturing space. It employs 

75,000 full-time employees and generates $25 billion 

of revenue annually. It is currently using ECC 6.0 on-

premises and managing it via a mixed model of in-

house employees and third-party providers. The 

company is currently expanding and is launching 

operations into emerging markets. 

Deployment characteristics. The composite has 

decided to migrate its current version of SAP, ECC 

6.0, to Microsoft Azure, and then later upgrade to 

SAP S/4HANA. The company starts migrating its 

SAP systems during Year 1 and has completed 

approximately 66% of this work by year end. By 18 

months, it has moved 100% of its SAP systems onto 

Azure. 

 

 

Key assumptions 

• 75,000 FTEs 

• $25 billion in revenue 

• Migrating ECC 6.0 on-
premises to Azure 

• 100% of migration 
completed at 18 months 

 

“Everything is running on SAP. If 

that goes down, our business goes 

down.” 

SAP project manager and solutions 
architect, manufacturing 
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Analysis Of Benefits 

Quantified benefit data as applied to the composite 
 
 
 

 

AVOIDED COST OF ON-PREMISES 

INFRASTRUCTURE 

Evidence and data. By moving their SAP 

environment from on-premises data centers to 

Microsoft Azure, the interviewees’ organizations 

reduced their infrastructure costs related to SAP 

instances. The migration enabled customers to 

decommission the legacy hardware associated with 

their on-premises SAP environment, avoiding the 

costs of reinvesting in this infrastructure and reducing 

the workload on their IT organizations and the third-

party service expenses for this infrastructure. 

 

 

Interviewees’ organizations no longer need to engage 

in the overprovisioning of hardware to accommodate 

for any spikes in SAP usage throughout the year. 

Instead, their Azure investment can be scaled up or 

down as SAP usage scales up or down. This saves 

on overprovisioning premiums and ensures that 

accidental under provisioning doesn’t delay SAP-

related business needs. 

Similarly, interviewees’ organizations experienced 

savings to the on-premises security investments 

protecting their SAP environments. Decision-makers 

opted for Azure’s cloud-native security offerings to 

protect their SAP workloads to achieve these 

savings. As the director of IT and DevOps from 

healthcare stated: “There were definitely savings 

from moving from on-prem security to cloud-native 

  

Total Benefits 

Ref. Benefit Year 1 Year 2 Year 3 Total Present Value 

Atr 
Avoided costs of on-premises 
infrastructure 

$3,171,425 $9,260,190 $7,100,190 $19,531,805 $15,870,641 

Btr 
Improved costs and time-to-
value of SAP applications 

$2,792,940 $4,231,728 $4,231,728 $11,256,396 $9,215,693 

Ctr 
Improved time-to-value of 
expanded operations 

$160,380 $486,000 $729,000 $1,375,380 $1,095,161 

 Total benefits (risk-adjusted) $6,124,746 $13,977,918 $12,060,918 $32,163,582 $26,181,495 

 

“By migrating to Azure, we’ve 

saved on server costs, 

maintenance fees, labor costs, and 

even on the cost of data center 

space.” 

SAP project manager and solutions 
architect, manufacturing 

“As long as you have a good 

connection with a power source, 

you don’t have to plan for capacity 

anymore. You can change the 

capacity completely dynamically 

and in real time.” 

Director of IT and DevOps, healthcare 
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security. There’s the infrastructure savings, but also 

the lower cost of managing it.” 

In addition, interviewees shared that migrating their 

organizations’ on-premises SAP environment to 

Azure allowed them to move these costs from capex 

to opex to align with organizational initiatives. 

The organizations of interviewees experienced 

ongoing time savings in their IT departments from 

migrating SAP solutions to Azure. These savings 

include time saved to service on-premises 

infrastructure, monitor and plan for additional 

capacity, and deploy and scale additional on-

premises infrastructure. Some decision-makers also 

noted saving on third-party expenses related to 

managing their on-premises infrastructure. Others 

were able to reduce their organizations’ use of SAP 

specialists by much as 20%. They shared being able 

to reinvest these savings into more strategic IT work 

or work that could provide additional business value, 

such as development. 

Lastly, customers noted that they were paying for 

either leased or owned real estate to accommodate 

their data center space. As they decommissioned 

their on-premises SAP environment, they were able 

to reduce their use of physical space, saving on real 

estate expenses. 

Interviewees also noted gaining additional benefits 

from Azure’s use of Intel processors in its data 

centers. For example, decision-makers shared 

experiencing performance gains after migrating SAP 

to Azure. The retail sector interviewee experienced 

nearly real-time speeds from Intel processors, 

accelerating transaction throughput by up to 300% 

from 12 seconds to 3 seconds per transaction. 

Interviewees also noted the ability to consolidate 

more data on their SAP databases with Azure with 

the healthcare company being able to consolidate 

databases at a ratio of 5 to 1. Combined, increased 

throughput and consolidated databases improve 

interviewees’ ability to generate real-time insights 

with their analytics, improving time to insight by 

approximately 20% for the VP of IT from 

manufacturing and by 50% for the healthcare 

company. 

 

 

 

“After migrating, we have fewer 

capital expenses. By getting rid of 

data centers and going to the 

Cloud, we shift that capex to opex.” 

IT director, food and beverage 

“With IT maintenance work, you’re 

not producing anything. After 

migrating SAP, I now have more 

time for my employees to actually 

innovate, design, and develop.” 

Director of IT and DevOps, healthcare 

“We had to rent a separate building 

all together for our SAP 

environment. We didn’t have 

enough space in our data center 

already. So, we were able to get rid 

of that expense, and we no longer 

have to schlep over there every 

day.” 

Director of IT and DevOps, healthcare 
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Modeling and assumptions. For the composite 

organization, Forrester estimates: 

• The composite organization experiences a capital 

expenditure related to on-premises hardware and 

software of $6 million every three to five years 

and a similar expenditure related to securing this 

infrastructure of $1,500,000 every three to five 

years. 

• The organization migrates its SAP environment 

to Azure as its hardware and security leases 

come due. It migrates 66% of the environment to 

Azure in Year 1 and the remaining 34% in Year 

2, experiencing the cost savings of 

decommissioning the on-premises infrastructure 

the following years. 

• The maintenance fees for all on-premises 

infrastructure average to 15% of the lease price. 

• The combined internal and third-party costs to 

service this infrastructure equate to 800 hours 

monthly with a fully burdened hourly rate of $60. 

• The organization reduces its leased real estate 

relative to its on-premises infrastructure as it 

migrates this infrastructure. Total real estate 

expenses for SAP-related infrastructure totals 

$3.6 million annually. 

• The organization’s ongoing costs related to SAP 

infrastructure are reduced as the migration takes 

place, so that it saved 66% in Year 1 and 100% 

of these costs in Years 2 and 3. 

Risks. The avoided costs of on-premises 

infrastructure will vary with: 

• The cost to lease servers and security 

appliances. 

• The related maintenance fees. 

• The internal IT and/or external third-party costs 

associated with servicing this infrastructure. 

• The costs of real estate related to 

decommissioned infrastructure. 

• The speed of migration.  

Results. To account for these risks, Forrester 

adjusted this benefit downward by 10%, yielding a 

three-year, risk-adjusted total PV (discounted at 10%) 

of $15.9 million. 

“We’ve experienced at least a 50% 

reduction in the time to insight 

from analytics. If it took 20 hours 

before, now its 10. And that’s being 

very conservative.” 

Director of IT and DevOps, healthcare 
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IMPROVED COSTS AND TIME-TO-VALUE OF SAP 

APPLICATIONS 

Evidence and data. Interviewees reported that 

migrating their organizations’ SAP instances to 

Microsoft Azure reduced the time needed to develop 

SAP applications, saving on development costs and 

improving the time-to-value of these projects. They 

could spin up development environments more 

quickly on Azure than on-premises and integrate the 

use of templates and automation more easily into 

development workflows. 

Development with Azure took between two to three 

weeks less time than the prior environment, allowing 
decision-makers to utilize 25% of the development 

resources they needed when developing for an on-

Avoided Costs Of On-Premises Infrastructure 

Ref. Metric Source Year 1 Year 2 Year 3 

A1 
Cost of legacy hardware and software 
related to SAP 

Interviews $6,000,000  $6,000,000  $6,000,000  

A2 
Cost of on-premises security 
infrastructure 

Interviews $1,500,000  $1,500,000  $1,500,000  

A3 
Percentage of SAP environment 
migrated the year prior 

Composite 0% 66% 34% 

A4 
Reduction in on-premises infrastructure 
capital expenses 

(A1+A2)*A3 $0  $4,950,000 $2,550,000 

A5 
Average maintenance fees for 
decommissioned legacy technology 

(A1+A2)*0.15 $1,125,000  $1,125,000  $1,125,000  

A6 
IT and third-party costs to service 
infrastructure (annual) 

(800 hours per month*$60 
per hour)*12 

$576,000  $576,000  $576,000  

A7 Time saved on capacity planning Interviews $19,200  $19,200  $19,200  

A8 Time saved scaling infrastructure Interviews $18,900  $18,900  $18,900  

A9 Cost of physical data center space Interviews $3,600,000  $3,600,000  $3,600,000  

A10 Cost reduction from migration Composite 66% 100% 100% 

A11 
Subtotal: Reduction in costs associated 
with on-premises environment 

(A5+A6+A7+A8+A9)*A10 $3,523,806  $5,339,100  $5,339,100  

At 
Avoided costs of on-premises 
infrastructure 

A4+A11 $3,523,806  $10,289,100 $7,889,100 

  Risk adjustment ↓10%       

Atr 
Avoided costs of on-premises 
infrastructure (risk-adjusted) 

  $3,171,425 $9,260,190 $7,100,190 

Three-year total: $19,531,805 Three-year present value: $15,870,641 

 

“Most of our benefits from 

migrating SAP to Azure come from 

applying DevOps to developing 

different applications. We can now 

deploy, launch, test, and do 

everything in a much quicker time 

frame. For us, DevOps is the big 

winner.” 

VP of IT, manufacturing 
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premises deployment of their organizations’ SAP 

solutions. 

Azure’s use of Intel processors in its servers also 

contributed to development time savings for 

customers. The processor’s combined throughput 

speed and consolidation of data on fewer databases 

drove the benefit here. For example, the IT director 

from the food and beverage industry stated: “We’re 

getting a lot of data through quicker and faster. It’s 

really enhanced our development capabilities and our 

use of DevOps practices.” 

Modeling and assumptions. For the composite 

organization, Forrester estimates: 

• Twenty medium to large SAP development 

projects are undertaken annually. 

• It takes the organization 12 weeks to develop 

these SAP projects on-premises. 

• The organization needs an average of 8 SAP 

developers per project to develop on-premises. 

• The organization can do the same development 

with 25% less developers per project after 

migrating SAP solutions to Microsoft Azure. 

• The fully burdened hourly rate of an SAP 

developer is $65. 

• The organization accelerates development of 

projects by 14% after migrating SAP solutions to 

Microsoft Azure. 

• Each development project impacts an average of 

10% of the organization’s total employees. 

• The average fully burdened hourly rate of 

employees is $35. 

• Each project developed improves these 

employees’ productivity by an average of 1%. 

• The benefits accrue at the same rate of SAP 

migration to Microsoft Azure. 

Risks. The improved costs and time-to-value of SAP 

applications will vary with: 

• The number of development projects pursued 

annually. 

• The average time to develop SAP projects on-

premises and the average number of developers 

per project. 

• The fully burdened hourly rate of these 

developers. 

“After migrating, things are more 

customizable. So, before we had 

one-size-fits-all templates with very 

limited scenarios. And now we 

have building blocks for a more 

customizable, easy-to-use 

experience. Developers can work 

quicker because they don’t have to 

start from scratch.” 

VP of IT, manufacturing 

“We’re now sending transactions 

through much faster than before 

the migration. We’ve actually 

measured this in relation to time to 

deploy, and it has led to a faster 

time to release applications.” 

IT director, food and beverage 

Reduced 
development time 

 
14% 
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• The impact of these projects to the wider 

employee base and its productivity. 

• The average fully burdened hourly rate of these 

employees. 

Results. To account for these risks, Forrester 

adjusted this benefit downward by 20%, yielding a 

three-year, risk-adjusted total PV of $9.2 million. 

 

 

  

Improved Costs And Time-To-Value Of SAP Applications 

Ref. Metric Source Year 1 Year 2 Year 3 

B1 Annual SAP development projects Composite 20 20 20 

B2 Weeks to develop before migration Interviews 12 12 12 

B3 
Number of developers needed (before 
automation) 

Interviews 8 8 8 

B4 
Number of developers needed with 
automation 

25% reduction of B3 6 6 6 

B5 
Fully burdened cost of developer time 
(hourly) 

  $65  $65  $65  

B6 Cost savings from automation B1*B2*(B3-B4)*40*B5 $1,248,000  $1,248,000  $1,248,000  

B7 
Reduction in development time after 
migration 

Interviews 14% 14% 14% 

B8 Development labor time saved B1*B2*B7*40 1,344 1,344 1,344 

B9 
Cost savings from improved time to 
develop 

B4*B5*B8 $524,160  $524,160  $524,160  

B10 
Average FTEs impacted by SAP 
application 

10% of FTEs 7,500 7,500 7,500 

B11 
Additional time with productive 
applications from faster release 

B2*B7*40 67 67 67 

B12 
Fully burdened rate of average employee 
(hourly) 

Forrester $35  $35  $35  

B13 Productivity improvement per application Forrester 1% 1% 1% 

B14 
Improved productivity from faster SAP 
application development 

B1*B10*B11*B12*B13 $3,517,500 $3,517,500 $3,517,500 

B15 Benefit received from migration Composite 66% 100% 100% 

Bt 
Improved costs and time-to-value of SAP 
applications 

(B6+B9+B14)*B15 $3,491,176 $5,289,660 $5,289,660 

  Risk adjustment ↓20%       

Btr 
Improved costs and time-to-value of SAP 
applications (risk-adjusted) 

  $2,792,940 $4,231,728 $4,231,728 

Three-year total: $11,256,396   Three-year present value: $9,215,693   
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ANALYSIS OF BENEFITS 

IMPROVED TIME-TO-VALUE OF EXPANDED 

OPERATIONS 

Evidence and data. Migrating SAP solutions to 

Microsoft Azure provided additional business value, 

rather than only reducing costs. Interviewees 

reported that migrating SAP solutions onto Azure 

improved their organizations’ ability to launch in new 

markets faster than when the SAP environment was 

on-premises. 

Azure’s global network of data centers allows 

organizations to build operations in new markets 

without having to wait the months it would take to 

establish a proprietary physical data center there. As 

such, interviewees’ organizations could establish 

themselves in new locales 30% to 50% faster. 

Some interviewees attributed their organizations’ 

added business value partially to Azure’s use of Intel 

processors on its servers. Consolidating databases 

and faster transaction throughput gave interviewees’ 

organizations faster time-to-insights and more 

accurate data. Interviewees described this 

combination as further increasing their organizations’ 

ability to improve time-to-market of expanding their 

business. 

Modeling and assumptions. For the composite 

organization, Forrester estimates: 

• The composite launches new operations in new 

geographies once in Year 1, twice in Year 2, and 

three times in Year 3. 

• Expanding operations with SAP on-premises took 

an average of nine months. 

• Migrating SAP solutions to Microsoft Azure 

speeds this expansion by 30%. 

• The average annual revenues from each 

expansion’s first year are $20 million. 

• The organization has a profit margin of 6%. 

• The organization’s first expansion in Year 1 

comes approximately one-third of the way 

through the year, so it receives 66% of the 

benefit in Year 1. 

 

“One of the most compelling 

reasons we chose Microsoft Azure 

for SAP is that it’s going to allow 

us to speed up our global 

expansion. We have a long-term 

roadmap to build our presence 

globally and having SAP on Azure 

is a key part of this. Whereas 

before it took us two years to open 

a new location, we’re now doing it 

in just one.” 

IT director, food and beverage 

“One of the sweet spots of 

migrating SAP to Azure is being 

able to open up operations in 

emerging markets quicker and 

more efficiently than before. We 

can now launch in a new location in 

six months instead of nine 

months.” 

VP of IT, manufacturing 

“We’ve improved the accuracy of 

our data and our time to insight. 

With these, you can get not only 

added efficiency but better time to 

market. We’re able to run analytics 

with more certainty, getting our 

products to market faster and with 

more success.” 

Director of IT and DevOps, healthcare 
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ANALYSIS OF BENEFITS 

Risks. The improved timed-to-value from expanding 

operations will vary with: 

• The total number of expansion projects pursued. 

• The average time to launch expansions with on-

premises infrastructure.  

• The profit margin.  

• When the expansion launch begins along the 

SAP-migration timeline.  

Results. To account for these risks, Forrester 

adjusted this benefit downward by 10%, yielding a 

three-year, risk-adjusted total PV of about $1.1 

million. 

UNQUANTIFIED BENEFITS 

Additional benefits that customers experienced but 

were not able to quantify include:  

Added business value. There are several ways 

migrating SAP solutions to Azure added business 

value for interviewees’ organizations. The VP of IT 

from manufacturing stated: “We’re using Microsoft 

Power BI to visualize SAP data on Azure and then 

make direct queries that apply [machine learning] and 

AI. Our insights have improved as well. We now have 

real-time data insights that allow us to make faster 

and better decisions. We can even model the impact 

of a decision and make time-sensitive decisions 

regarding things like pricing.” 

Improved Time-To-Value Of Expanded Operations 

Ref. Metric Source Year 1 Year 2 Year 3 

C1 Number of new regional launches Interviews 1 2 3 

C2 
Months to launch operations in new 
region (before automation) 

Interviews 9 9 9 

C3 
Acceleration in launch time after 
migration 

Interviews 30% 30% 30% 

C4 
Average monthly revenue of new 
operations 

Composite $1,666,667 $1,666,667 $1,666,667 

C5 Profit margin Composite 6% 6% 6% 

C6 Benefit received from migration Composite 66% 100% 100% 

Ct 
Improved time-to-value of expanded 
operations 

C1*C2*C3*C4*C5*C6 $178,200  $540,000  $810,000  

  Risk adjustment ↓10%       

Ctr 
Improved time-to-value of expanded 
operations (risk-adjusted) 

  $160,380 $486,000 $729,000 

Three-year total: $1,375,380 Three-year present value: $1,095,161 

 

Expansion time 
reduction 

 
30% 
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ANALYSIS OF BENEFITS 

Improved uptime, backup, and recovery. 

Interviewees’ organizations achieved higher service 

levels from improved uptime after migrating their SAP 

environment to Microsoft Azure. They also 

experienced improved disaster recovery (DR) by 

using Azure for backups, reducing an unquantified 

amount of expenses from downtime and from DR 

processes. The SAP project manager and solutions 

architect from manufacturing also shared, “We chose 

Azure because of their SLAs and Microsoft is a 

reliable brand.” 

• Reduced capital expenses in favor of 

operating expenses. Interviewees also noted 

likely financial benefits of shifting capex to opex 

but couldn’t quantify the impact of this benefit. 

The shift in expense recognition also had an 

added benefit to the perception of IT and SAP 

teams internally. One interviewee shared: “IT is 

now in a bigger role. Our day-to-day value is 

being recognized more, rather than getting 

hidden with the forward-looking capex-style 

investment.” 

• Low risk, improved security, and better data 

privacy. Investing in Azure for SAP is low risk 

from a security and data-privacy perspective. As 

the VP of IT from manufacturing said: “We did 

feasibility studies, testing, and a risk assessment. 

It showed that there were no risks.” The same 

interviewee also shared: “Combining Microsoft 

and SAP together, we have the best in class in 

compliance and trust certifications that ensure a 

secure, reliable platform that protects our 

customers and their sensitive information.” 

• Microsoft support. Interviewees found Microsoft 

support in relation to their SAP deployments on 

Azure as beneficial. The VP of IT from 

manufacturing described: “I talk with them on a 

regular basis to get ideas about improving our 

systems. We have open-ended discussions and I 

get to pick their brain or ask questions from our 

team. They’re very good at what they do.” 

“Now there’s more reliability and 

less uncertainty or risk regarding 

our SAP data than in our on-

premises deployment. We have 

more confidence in our movements 

going forward.” 

IT director, food and beverage 

“The whole business is benefitting 

from having 24/7 uptime with 

Azure. When we have downtime, 

the business is suffering because 

we can’t process orders and 

revenue is not coming in. Our 

downtime has significantly reduced 

once we moved SAP to Azure.” 

SAP project manager and solutions 
architect, manufacturing 

“Our finance team loves this 

because of the tax advantages of 

switching from capex to opex.” 

IT director, food and beverage 

“Microsoft really is the best in its 

class from a security and 

compliance standpoint. They lead 

the industry with security.” 

VP of IT, manufacturing 
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ANALYSIS OF BENEFITS 

FLEXIBILITY 

The value of flexibility is unique to each customer. 

There are multiple scenarios in which a customer 

might implement Azure for its SAP solutions and later 

realize additional uses and business opportunities, 

including:  

Microsoft integrations. Interviewees’ 

organizations plan to expand Microsoft 

integrations due to the beneficial impact it would 

have on productivity. 

• Innovation and adoption of new technologies. 

Interviewees consistently shared that migrating 

SAP solutions to Azure freed up IT teams to 

focus more on innovation efforts. On top of that, 

putting SAP solutions on Azure made it easier to 

utilize SAP data in machine-learning and 

artificial-intelligence applications, gaining 

improved insights into their business with as-yet-

unknown future returns. 

Flexibility would also be quantified when evaluated as 

part of a specific project (described in more detail in 

Appendix A). 

 

 

“We’ve found Microsoft 

integrations to be excellent for 

productivity. We’re using 

Microsoft-powered analytics and 

business intelligence to analyze 

and visualize SAP data. We’re also 

making queries of SAP data on 

Azure and applying machine 

learning and predictive analytics.” 

VP of IT, manufacturing 
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Analysis Of Costs 

Quantified cost data as applied to the composite 
 
 
 

FEES PAID FOR MICROSOFT AZURE 

INFRASTRUCTURE 

Evidence and data. Migrating SAP solutions to 

Azure exchanges the high cost of on-premises 

infrastructure for the typically lower cost of Azure 

fees. Azure fees associated with running SAP 

solutions vary depending on the size of the SAP 

environment and the amount of SAP instances 

migrated. Organizations matching the profile of our 

composite: a $15B business with 75,000 FTEs in the 

manufacturing industry can expect to pay just over $3 

million annually in Azure fees.  

Modeling and assumptions. For the composite 

organization, Forrester estimates: 

• Total costs of Azure fees related to running SAP 

solutions on Microsoft Azure of $3.3 million 

annually. 

Risks. The total fees paid for Microsoft Azure 

infrastructure will vary with:  

• The size of your SAP deployment and ability to 

consolidate databases on Azure compared with 

on-premises.  

Results. As the composite organization was priced 

directly with Microsoft, this cost has not been 

adjusted for risk, yielding a three-year, risk-adjusted 

total PV (discounted at 10%) of nearly $8.2 million. 

 

 

 

  

Total Costs 

Ref. Cost Initial Year 1 Year 2 Year 3 Total Present Value 

Dtr 
Fees paid for Microsoft 
Azure infrastructure 

$0  $3,300,000  $3,300,000  $3,300,000  $9,900,000  $8,206,612  

Etr 
Azure infrastructure 
migration and 
management costs 

$0  $1,980,000  $1,650,000  $1,320,000  $4,950,000  $4,155,372  

 Total costs (risk-
adjusted) 

$0  $5,280,000  $4,950,000  $4,620,000  $14,850,000  $12,361,984  

 

Fees Paid For Microsoft Azure Infrastructure 

Ref. Metric Source Initial Year 1 Year 2 Year 3 

D1 Microsoft Azure fees (monthly)  Assumption   $275,000  $275,000  $275,000  

Dt 
Fees paid for Microsoft Azure 
infrastructure 

D1*12 $0  $3,300,000  $3,300,000  $3,300,000  

  Risk adjustment 0%         

Dtr 
Fees paid for Microsoft Azure 
infrastructure (risk-adjusted) 

  $0  $3,300,000  $3,300,000  $3,300,000  

Three-year total: $9,900,000  Three-year present value: $8,206,612  
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ANALYSIS OF COSTS 

AZURE INFRASTRUCTURE MIGRATION AND 

MANAGEMENT COSTS 

Evidence and data. There are internal costs 

associated with migrating SAP solutions to Azure and 

managing the SAP environment in the Azure 

environment. Migration required 10 FTEs working for 

nine months, while ongoing management required 

the same number of FTEs annually. 

Modeling and assumptions. For the composite 

organization, Forrester estimates: 

• Ten FTEs needed for nine months to implement 

SAP solutions on Azure. 

• Ongoing costs to manage the SAP environment 

on Azure consisting of 10 FTEs. 

• An average fully burdened annual rate of these 

FTEs of $120,000 for a 2,000-hour work year. 

Risks. The total cost to architect, migrate to, and 

manage Azure infrastructure will vary with:  

• The number of FTEs and time required to 

implement.  

• The number of FTEs and time required to 

manage the SAP environment on Azure on an 

ongoing basis.  

• The fully burdened hourly rate of these FTEs. 

Results. To account for these risks, Forrester 

adjusted this cost upward by 10%, yielding a three-

year, risk-adjusted total PV of just under $4.2 million. 

 

 
 

Azure Infrastructure Migration And Management Costs 

Ref. Metric Source Initial Year 1 Year 2 Year 3 

E1 IT migration efforts 

Y1: 10 FTEs*$120,000 
fully burdened annual 
salary*50% time 
Y2: 10 FTEs*$120,000 
fully burdened annual 
salary*50% time*0.5 
years 

  $600,000  $300,000    

E2 
Ongoing IT staff management 
(annual) 

10 FTEs*$120,000 fully 
burdened annual salary 

  $1,200,000  $1,200,000  $1,200,000  

Et 
Cost to migrate to and manage Azure 
infrastructure 

E1+E2 $0  $1,800,000  $1,500,000  $1,200,000  

  Risk adjustment ↑10%         

Etr 
Cost to migrate to and manage Azure 
infrastructure (risk-adjusted) 

  $0  $1,980,000  $1,650,000  $1,320,000  

Three-year total: $4,950,000  Three-year present value: $4,155,372  
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Financial Summary 

 

CONSOLIDATED THREE-YEAR RISK-ADJUSTED METRICS 
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Cash Flow Chart (Risk-Adjusted)

Total costs Total benefits Cumulative net benefits

These risk-adjusted ROI, 
NPV, and payback period 
values are determined by 
applying risk-adjustment 
factors to the unadjusted 
results in each Benefit and 
Cost section. 

 

The financial results calculated in the 

Benefits and Costs sections can be 

used to determine the ROI, NPV, and 

payback period for the composite 

organization’s investment. Forrester 

assumes a yearly discount rate of 10% 

for this analysis. 

 

Cash Flow Analysis (Risk-Adjusted Estimates) 

    Initial Year 1 Year 2 Year 3 Total 
Present 

Value 

Total costs   $0  ($5,280,000) ($4,950,000) ($4,620,000) ($14,850,000) ($12,361,984) 

Total benefits   $0  $6,124,746 $13,977,918 $12,060,918 $32,163,582 $26,181,495 

Net benefits   $0  $844,746 $9,027,918 $7,440,918 $17,313,582 $13,819,511 

ROI             112% 

Payback period 
(months)  

          < 6 months 
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Appendix A: Total Economic 
Impact 

Total Economic Impact is a methodology developed 

by Forrester Research that enhances a company’s 

technology decision-making processes and assists 

vendors in communicating the value proposition of 

their products and services to clients. The TEI 

methodology helps companies demonstrate, justify, 

and realize the tangible value of IT initiatives to both 

senior management and other key business 

stakeholders. 

TOTAL ECONOMIC IMPACT APPROACH 

Benefits represent the value delivered to the 

business by the product. The TEI methodology 

places equal weight on the measure of benefits and 

the measure of costs, allowing for a full examination 

of the effect of the technology on the entire 

organization.  

Costs consider all expenses necessary to deliver the 

proposed value, or benefits, of the product. The cost 

category within TEI captures incremental costs over 

the existing environment for ongoing costs 

associated with the solution.  

Flexibility represents the strategic value that can be 

obtained for some future additional investment 

building on top of the initial investment already made. 

Having the ability to capture that benefit has a PV 

that can be estimated.  

Risks measure the uncertainty of benefit and cost 

estimates given: 1) the likelihood that estimates will 

meet original projections and 2) the likelihood that 

estimates will be tracked over time. TEI risk factors 

are based on “triangular distribution.”  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The initial investment column contains costs incurred at “time 

0” or at the beginning of Year 1 that are not discounted. All 

other cash flows are discounted using the discount rate at the 

end of the year. PV calculations are calculated for each total 

cost and benefit estimate. NPV calculations in the summary 

tables are the sum of the initial investment and the 

discounted cash flows in each year. Sums and present value 

calculations of the Total Benefits, Total Costs, and Cash Flow 

tables may not exactly add up, as some rounding may occur. 

 

PRESENT VALUE (PV) 

The present or current value of 

(discounted) cost and benefit estimates 

given at an interest rate (the discount 

rate). The PV of costs and benefits feed 

into the total NPV of cash flows.  

 

NET PRESENT VALUE (NPV) 

The present or current value of 

(discounted) future net cash flows given 

an interest rate (the discount rate). A 

positive project NPV normally indicates 

that the investment should be made, 

unless other projects have higher NPVs.  

 

RETURN ON INVESTMENT (ROI) 

A project’s expected return in 

percentage terms. ROI is calculated by 

dividing net benefits (benefits less costs) 

by costs.  

 

DISCOUNT RATE 

The interest rate used in cash flow 

analysis to take into account the  

time value of money. Organizations 

typically use discount rates between  

8% and 16%.  

 

PAYBACK PERIOD 

The breakeven point for an investment. 

This is the point in time at which net 

benefits (benefits minus costs) equal 

initial investment or cost. 
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Appendix B: Endnotes 

 
1 Total Economic Impact is a methodology developed by Forrester Research that enhances a company’s  

technology decision-making processes and assists vendors in communicating the value proposition of their 

products and services to clients. The TEI methodology helps companies demonstrate, justify, and realize the 

tangible value of IT initiatives to both senior management and other key business stakeholders. 
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