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Executive summary

Enterprise IT leaders are facing a mix of pressures that their
operating models weren't built for. Infrastructure costs are rising
unevenly, virtualization licensing costs have shifted rapidly, and
component supply remains uncertain. At the same time, demand
for Al, analytics, and data-intensive workloads continues to grow.

According to HPE's April 2026 Supply Constraints Impact Survey’,
92% of organizations have experienced OEM hardware price
increases in the past 6-12 months, and 74% report that those
increases are already having a moderate to critical impact on
budget planning.

This pressure is made worse by ongoing delivery risks. 71% have
experienced industry-wide delivery delays in the past year, and
80% expect at least some of their current hardware projects to be
delayed due to pricing pressure alone.

Most technology industry analysts believe current supply
constraints will not meaningfully ease until late 2027, with a more
normal supply-demand balance returning in 2028.

Companies need to manage IT economics with precision so
they can reduce avoidable costs, optimize how infrastructure
and licenses are used, and modernize on terms that match their
business priorities.

of organizations have experienced
OEM hardware price increases in

the past 6-12 months,’

"HPE Supply Constraints Impact Survey, April 2026
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Managing IT has always been difficult, but now
companies need to manage the economics
associated with discipline to ensure that every
dollar is spent in the most impactful way that
drives toward business objectives.
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Practical steps to control costs and fund modernization

Our recommended approach is intentionally straightforward but requires diligence
to manage and execute well across any organization.

1 ] J

Gather data Take targeted Modernize
and analyze short-term actions with intent

Establish a clear baseline of your virtualization
footprint, workload usage, licensing exposure,
and where you may be overprovisioned.

Focus on changes that deliver measurable
cost savings without adding unnecessary risk.
Optimizing licenses, right sizing workloads,
and extending asset lifecycles can often free
up budget quickly.

Adopt platforms and consumption models
that improve long-term economics while
maintaining flexibility. Prioritize the systems
and investments that will deliver the
greatest business impact over time.

The goal isn't just to reduce spend; it's to free
up budget so more of your IT investment can
go toward modernization priorities.
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Step 1: Gather data and analyze

Organizations under cost pressure often move

too quickly to action. They extend refresh cycles,
renegotiate contracts, or accelerate modernization
programs without first understanding where their
environments are actually inefficient. That approach
feels decisive, but it tends to lock in the very
problems it is meant to solve.

A clear view of the existing technology estate is
the starting point. Without it, most decisions rely
on assumptions about utilization, capacity, and
risk. Infrastructure that appears constrained can be
underutilized. Systems scheduled for replacement
may still deliver acceptable performance.

Effective data gathering is
not about collecting more
dashboards. It is about
establishing a shared, factual
baseline to guide short- and
long-term decisions.

At a minimum, this baseline answers four questions:

1
2

What is running, and where?

Virtualization footprints, workload placement, and platform mix across the environment.

How is infrastructure actually used?

Actual utilization of compute, memory, storage, and licenses versus assumptions about
peak usage. This helps address persistent over provisioning and the need to separate
real demand from assumed demand.

Where is cost and risk concentrated?

Licensing exposure, component driven cost sensitivity, and supply constrained
configurations.

Which assets can be extended safely?

Systems where lifecycle extension reduces pressure without introducing unacceptable
risk. Fifty-one percent of organizations are already extending hardware lifecycles as a
primary response to price pressure.

The goal is not to model every variable. It is to identify the few that have the biggest impact.
This step should provide a clear, quantified view of where cost is misaligned with demand,
including unused capacity, underutilized licenses, and assets that can be extended.

@
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Step 2: Target cost actions that create budget headroom for modernization

Optimizing the current infrastructure is the most
direct way to regain control of that cost structure.

It does not require large capital commitments or

long transformation programs. It requires disciplined
attention to how resources are actually used.

When organizations right-size capacity, align licensing
to demand, and extend the life of assets where risk

is low, they reduce spend without reducing capability.
In many cases, they improve it by eliminating
complexity that no longer serves a purpose.

In practice, short-term fixes aim to:

—Reduce spend that isn't tied to actual workload demand
— Stabilize operations during periods of supply uncertainty
— Create budget flexibility to support planned modernization

Optimization should therefore focus first on areas where spending and
usage have potentially drifted out of alignment. A few focus areas include:

VM license optimization

Reduce virtualization & containers licensing exposure and
rebalance workloads

Infrastructure right-sizing

Align compute, memory, and storage to real demand with
cross-stack optimization

Financing

Address budget misalignment with programs that allow you to
reduce upfront capital expense, allowing you to shift budgets
to modernization efforts

X

Lifecycle extensions

Extend the life of existing IT infrastructure and service, enabling
you to focus on critical workloads and growth drivers.

Optimization improves the quality of every subsequent decision. It forces a
clear understanding of which workloads drive cost, which systems are under

strain, and which assets can continue to deliver value.

@
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Step 3: Modernize with Intent

Modernization used to follow predictable technology cycles. Today, it is shaped by cost pressures and supply
constraints that affect what organizations can deploy and when.

Modernization efforts in today’s environment need to be selective. They should focus on supporting future
workloads and growth, while improving platform and infrastructure economics.

This means controlling both scope and timing and focusing on three primary areas

o

9= 0

Data modernization

Efforts in this area should focus

on consolidating data platforms
where practical, improving data
lifecycle management, and aligning
storage and processing capacity

with actual usage patterns. This
creates conditions for more efficient
analytics and Al adoption by removing
structural inefficiencies that inflate
both cost and complexity. Done well,
data modernization improves the
economics of the environment by
lowering ongoing operating costs and
ensuring that future investments are
built on a more efficient and governed
foundation.

5

Platformm modernization

This is about fundamentally reshaping the
underlying infrastructure to deliver consistent
performance at a lower, more predictable
cost. Efforts in this area should focus on
consolidating platforms, standardizing how
they are operated, and reducing unnecessary
variation across environments. This lowers the
cost of maintaining and supporting the estate

while improving reliability and responsiveness.

It also aligns capacity and operating models
more closely to real demand. Over time,

a more consistent platform foundation
simplifies future change. New workloads can
be deployed more efficiently, and financial
models such as consumption-based or

flexible capacity become easier to implement.

Consumption and financial alignment

Consumption and financial models play a central role

in ensuring that modernization improves economic
outcomes rather than increases costs. Modernization
that locks in fixed or inflexible cost structures limits

the ability to adapt. Consumption-based models align
spending more closely with actual usage, allowing
organizations to scale capacity as demand changes.
This reduces the need to overprovision and limits
exposure to uncertain future requirements. Financing
structures extend this principle by shifting investment
from large, fixed commitments to more adaptable
arrangements that can evolve with the environment.
These two approaches work together, supporting
different scenarios while ultimately making costs more
predictable, reducing wasted spend, and allowing funding
to move more easily toward higher-value initiatives rather
than being locked into static infrastructure decisions.

@
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Summary

Enterprise IT organizations aren't dealing with a
temporary spike; theyre operating under sustained
pressure. Costs are unstable, supply remains
unpredictable, and demand continues to rise. The
instinct to manage this environment through isolated
cost actions or delayed decisions has limits. It can limit
flexibility and often mask deeper inefficiencies.

The focus needs to shift to aligning decisions to actual
usage and exposure, not assumptions. Actions should
be sequenced deliberately so that short-term changes
create space for long-term improvements. That’s when
modernization becomes an economic choice, not just a
matter of timing.

Some actions provide immediate relief, while others
reshape the cost structure over time. Rightsizing,
license optimization, and project resequencing can
free up near-term budget. Simplifying platforms and
adopting flexible consumption models can reduce the
costs required to support the environment over time.
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Call to action

Uncertainty doesn’t have to lead to inaction.
Organizations that gain visibility, take a deliberate
approach, and modernize with intent can retain control
even as conditions change.

Treat IT economics as a decision-making process to
help contain costs and achieve more in an unpredictable
environment.

Start by establishing a clear baseline view of cost,
utilization, and risk. From there, identify two or three
low-risk actions that reduce avoidable spend and
improve flexibility. Then reinvest that capacity toward
modernization priorities that will shape your long-term
cost structure.

If there is a single takeaway, it is this:
Better data leads to better decisions,
and better decisions reset your cost

trajectory.
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Why HPE

HPE brings a combination of global scale, financial stability, and services expertise to help organizations manage
IT costs with greater control. Our worldwide presence provides delivery flexibility, while decades of experience
across diverse customer environments inform how cost and operational challenges are addressed.

Solutions aligned to the 3-step approach to control costs and fund modernization.

1. Gather dataand analyze

HPE Cloud Physics

— Complimentary assessment tool that
provides a detailed view of workload
placement and utilization, exposing
licensing risk and identifying efficiency
gaps and overprovisioning across the
infrastructure.

Also available:

— “Modernization Mandate” hands-on
workshops

— Digital Next Advisory Sessions:
Customized, services-led
recommendations

Research Methodology:

HPE Supply Constraints Impact Survey, April 2026.

2. Take targeted short-term actions

VM license optimization with HPE Morpheus Software
— Optimize existing footprint to reduce virtualization
licensing costs 15-30%

Infrastructure right-sizing with HPE ProLiant servers.

— Identify 20-40% infrastructure over provisioning in
typical environments

Financing offers

— Mitigate near-term budget pressures and commodity
pricing volatility with the 90/9 Advantage

Lifecycle extension

— “Mature product support” and end-of-life extension
— Certified pre-owned to supplement legacy
environments

3. Modernize withintent

Data modernization with HPE Alletra storage and

HPE StoreMore

— 5!l storage consolidation guarantee

— Immutable, air gapped backup and archive designed
for retention from days to decades, reducing long
term TCO

Platform modernization with HPE Private Cloud and

HPE CloudOps software,

— Achieve up to 98% operational time savings with
AlOps-driven automation

— Unified private cloud stack delivers 2.9x lower TCO

Consumption and financial models using GreenLake Flex

and structured financing from HPE Financial Services

— Shiftinfrastructure spending away from heavy
upfront capital outlays toward agile, usage-based

The findings in this release are based on primary research conducted by HPE between December 15, 2025, and January 4, 2026. The study surveyed nearly 400 IT decision makers—including CIOs, CTOs, and

senior technology leaders—who participate in the global Business Transformers Community. This community is managed by C SPACE, an independent research partner. Respondents are responsible for, or directly
influence, decisions related to enterprise IT infrastructure, cloud strategy and virtualization platforms.

@
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Visit HPE.com

Contact your HPE account manager
for further details.

Click here to learn more

Chat now
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