Cloud Computing Economics

Pay As You Go

Imagine you only pay for what you use, like paying for the
electricity or water you use at home. In cloud computing, you only
pay for the computing resources you actually use, making it very

cost-effective.

Benefits for Developers and Start-Ups

e Lower Costs

Capital Cost: Usually, businesses need to spend a lot of money
upfront to buy hardware and set up servers. With cloud
computing, you avoid these big initial expenses. This is great for

start-ups that need to save money and invest wisely.

Maintenance and Administrative Costs: Cloud providers take

care of all the maintenance and updates. This means you don't



need to hire extra staff or spend time and money on maintaining

the infrastructure yourself.

Types of Cloud Pricing

e Tiered Pricing

Cloud services are offered in different levels. Each level comes
with a set price and includes certain services. For example,
Amazon EC2 has different pricing levels, so you can choose the

one that fits your needs and budget.
e Per-unit Pricing

You pay based on the specific amount of service you use, like
paying for each gallon of gas. For instance, GoGrid charges based

on how much RAM (memory) you use per hour.
e Subscription-based Pricing

You pay a regular fee to use the software or service, similar to

how you pay for Netflix or Spotify.

Key Concepts in Cloud Economics



e Total Cost of Ownership (TCO)

TCO includes all costs of using cloud services versus running
your own data center. For your own data center, this includes
buying hardware, paying for electricity, and hiring IT staff. For
the cloud, it mainly includes the monthly fees you pay to the cloud

provider.
e Efficiency Improvements

Cloud computing can make your business more efficient by
Improving teamwork and speeding up development. Teams can

work together more easily, and updates can be released faster.
e Operational Resilience

Cloud providers ensure high reliability and uptime. They are
prepared for unexpected problems like natural disasters or power

outages, SO your services stay available.
e Operational Agility

Cloud services can quickly adjust to changes in demand. If you
suddenly need more resources, you can get them instantly. This
flexibility helps you handle busy times without needing extra

hardware that might go unused later.



Why Cloud Economics Matter

e Cost Savings and Efficiency

Moving to the cloud can save money and improve how you work,
but you need to carefully analyze if the benefits are worth the
costs. Think about both the short-term and long-term impacts on

your budget and operations.

e Custom Strategies

Every business is different, so there isn’t a one-size-fits-all
strategy for moving to the cloud. You need a custom plan to make

sure the move is smooth and beneficial.

Use Cases and Considerations

e Scalability and Flexibility



Cloud platforms can grow with your business, providing the
resources you need as you expand. This is especially helpful for

start-ups that might grow quickly.
e Disaster Recovery

Cloud providers offer strong disaster recovery options, ensuring
your data is safe and can be quickly restored if something goes
wrong. This is often better than what small businesses can do on

their own.
e Remote Work

Cloud services support working from anywhere, making it easier
for employees to access what they need and collaborate, even if

they’re not in the same location.

Common Mistakes to Avoid

. Assuming Financials Don't Change: Initial savings might

not last forever. Keep checking costs and benefits over time.



Basing Projections Only on Historical Usage: Future needs
might be different. Consider changes in usage when

planning.

. Treating All Cloud Elements the Same: Different resources
(like computing power and storage) have different costs and
priorities. Focus on what benefits the most from cloud

services.

Putting All Data in the Cloud: Not everything needs to be in
the cloud. Some things might be cheaper or better to keep as

they are.

Conclusion

Cloud computing can save money and improve efficiency, but it
requires careful planning and regular review to get the most
benefits. Each business needs to assess its unique needs and create

a tailored strategy for moving to the cloud.



