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Organizations are transitioning to cloud-based 
thinking to improve operational efficiency and realize 
cost saving. This has resulted in mass data migration 
to the cloud, but not always in the most effective way. 
During the migration process, efficiency is usually 
prioritized, while cost tends to get forgotten. But once 
the migration is done, teams face the challenge of 
“cost optimization”. This white paper discusses the top 
cloud cost optimization strategies that organizations 
are taking.

2. Re-Factor

This migration strategy involves utilizing 
cloud-centric services and re-architecting
the application framework. 

Benefits:
 
•  Cloud-native, better availability and scalability
•  Lower management costs
•  Long-term cost reduction options

Drawbacks:
 
•  High migration cost: re-factoring and 
re-architecting may take more time for migration 
activities.

According to a survey by Flexera, the top cloud 
initiative in 2020 has been cost optimization after
a successful migration (see Figure 1).

Optimize Existing Use of Cloud
(Cost Savings)

Once you’ve migrated your workloads using either 
the re-host or re-factor strategy, it’s important to 
optimize the cost and identify where problems lie.

STAGE 1: Identification

Identifying where you’re spending your money is the 
most critical step for any cost optimization project.

Migration Strategies

When migrating to the cloud, most organizations rely 
on the following strategies:

1. Re-Host

Commonly known as “lift-and-shift”. Organizations 
usually opt for this approach as it’s the quickest and 
easiest way to migrate to cloud. 

Benefits:
 
•  Quick migration
•  Can be automated
•  Low migration cost

Drawbacks:
 
•  High management cost

Optimizing Cloud Services for Operational
Efficiency and Cost Savings



Use enhanced utilization data

One key benefit of migrating to the cloud is the 
enhanced visibility of utilization data. Each cloud 
service is tracked, monitored and measured separately. 
Identifying idle, unused and unattached resources
is the key here. The next step is to identify 
underutilized resources.

Use enhanced cost visibility reports

All cloud providers offer enhanced cost reports to 
identify which resource you’re spending the most 
money on. With a few clicks, you can generate
a detailed report and identify the outliers and the 
anomalies — the peaks — in the report. Below is an 
example of a cost report from AWS  (see Figure 2).

Source: Flexera 2020 State of the Cloud Report

Optimize existing use of cloud (cost savings)
Migrating more workloads to cloud

Expand use of containers
Progressing on a cloud-first strategy
Automated policies for governance

Better financial reporting on cloud costs
Move on-prem software to SaS

Implement CI/CD in the cloud
Expand public clouds we use

Manage software licenses in the cloud
Enable IT to broker cloud services

Expand use of cloud MSPs
Expand use of cloud marketplaces

Top Cloud Initiatives for 2020                (% of all respondents, N=750)

FIGURE 1

FIGURE 2



•  Have performance benchmarks and compare after 
resizing. Remember, down-sizing may impact 
performance, in which case refactoring should
be considered.

Refactoring

For idle, and both under- and over-utilized resources, 
the application architecture should be refactored. All 
cloud providers have cloud-native solutions to enable 
scalability and right-sizing of resources based on 
utilization. Autoscaling groups, Lambda Functions 
(AWS) or Azure Functions can be used to offboard a 
lot of batch processes. You can also use 
containerization to optimize applications and have 
low utilization when demand is low and high 
utilization when demand increases. 

With regard to storage refactoring, cloud storage 
providers have storage tiers based on accessibility 
speed, which is another factor to look at when the 
option of refactoring the application is on the table.

STAGE 3: Reservations

All cloud providers provide options for upfront 
payments for compute instances or long-term 
commitments for utilization. Reserved instances
can provide as much as 60-75% cost reduction if you 
already know what the minimum utilization will be in 
the long term — reserving minimum utilization is the 
only strategy that can yield considerable savings.

STAGE 4: Consider Multi-Cloud vs Single Cloud

Large organizations tend to leverage a multi-cloud 
strategy. This enables them to combine the best of all 
worlds, but leaves them with lower tiers for each 
cloud provider. Cloud platforms usually rank 
organizations based on how much they spend, and 
the million-dollar threshold is common with all cloud 
providers. The moment you hit the million-dollar 
mark, cloud providers start offering discounts and/or 
additional perks, such as a better SLA with regard to 
support or dedicated TAMs (Technical Account 
Managers). If you fall in this category and optimizing 

 Understanding value vs cost

Idle and unused resources can be deleted, or they can 
be hibernated if they are needed at a later time. 
Underutilized resources are the ones which need
to be scrutinized further. Randomly downsizing an 
instance just to cut cost is not the ideal solution — 
instead, it needs to go through the right-sizing stage, 
where elimination and downsizing may be possible 
without compromising performance. It’s important to 
understand the use case, and the reason for it to be 
sized as it is, before making the final decision.

STAGE 2: The 3Rs

During the identification process, there is a good 
chance of finding resources which have been 
underutilized or even unused.

Remove

Unused and unattached resources can be considered 
for removal or deletion to keep them from costing the 
organization more money in the future. 

Points to keep in mind:

•  Evaluate if they might be needed in the future. Often 
this means reaching out to teams who own
the service to find out if plans warrant retaining
the underutilized resource.

•  A backup or snapshot is recommended before 
permanent deletion.

Right-Size

When you’ve identified underutilized or idle resources 
in your cloud environment, right-sizing becomes an option.

Points to keep in mind:

•  Evaluate the criticality of the resources.

•  Evaluate future scenarios — can it produce peaks
in the future?
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 cost is paramount, you must carefully weigh the 
benefits you‘re gaining from your multi-cloud strategy 
against the savings and potential SLA benefits you’d 
receive though consolidating. 

Conclusion
 
Cloud opens up a wealth of opportunities for 
organizations that strive to utilize its capabilities
to the fullest. The factors that must be considered
for the cloud are not the same as traditional data centers. 
To thrive when implementing cloud-optimized solutions, 
a new mindset needs to be embraced — one that 
accepts that substantial up-front efforts provide 
greater cost saving in the long term. While it's not 
always possible to estimate with pinpoint accuracy 
how much a particular measure will save you, if you 
approach the effort strategically with systematic 
testing and optimizing, you’ll achieve long-term 
performance and savings balance and establish strong 
processes to help you stay on track. 


