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A dynamic business
landscape requires
financial
pragmatism.

Startups are increasingly reliant on cloud solutions for
scalability and innovation. However, the rapidly evolving
nature of startups can make it challenging to control
cloud costs. When scaling, startups often over-provision
resources to ensure that they can handle peak loads,
leading to overspending. Further difficulties arise when
navigating the complexity of cloud pricing plans, and
startups often lack the expertise and tools required to
monitor cloud costs effectively. All this - coupled with a
limited budget - can significantly hinder a startup’s
growth strategy.

Adopting FinOps (Financial Operations) practices
provides a solid framework for controlling cloud costs. It
enables you to maximise value from your cloud
investments, without sacrificing startup innovation. In
this guide, we'll identify the cloud pricing pitfalls to avoid
and explore FinOps strategies you can adopt to optimise
cloud cost management. Although aimed at startups, this
information is also beneficial for venture capitalists (VCs)
who want to understand FinOps and how it can support
more efficient risk management, benchmarking, strategic
decision-making, and an optimised ROl when investing in
and working with startups.

1 Source: Forester & Boomi. https://boomi.com/content/report/forrester-study-cloud-costs-integration-savings/

72% of decision-makers
report their company
exceeded its set cloud
budget in the last

fiscal year.


https://boomi.com/content/report/forrester-study-cloud-costs-integration-savings/
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Cloud Solutions: An Overview

What is Cloud Computing?

Cloud computing is the delivery of on-demand IT services over the internet, using a distributed
network of servers. Offered on a pay-as-you-go model, cloud solutions offer a scalable and cost-
effective alternative to on-premises infrastructure, helping to increase efficiency, reduce IT
overheads, and accelerate time to market.

What Solutions Are Available?

There are three basic cloud solutions to choose from - Dedicated Servers, Hosted Private Cloud
and Public Cloud. You can learn more about them here.

When adopting cloud infrastructure for your startup, consider your specific cost, performance,
security, and scalability needs. For example, high-traffic websites and CPU-intensive workloads
will likely require the performance of Dedicated Servers, but if you anticipate rapid growth and
need low-cost scalability or want to leverage Platform-as-a-Service (PaaS) offerings - such as
storage, container or Al services - then the Public Cloud is more suitable for you. Similarly, if your
startup handles sensitive data and you need to ensure compliance with industry standards, you'll
benefit more from the security offered by Hosted Private Cloud or Dedicated Servers.



https://blog.ovhcloud.com/cloud-solutions-options-for-your-startup/
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Cloud Pricing: Traps to Avoid

The world of startups is fast-paced. In such an environment, it can be easy to rush into cloud
investments without conducting the necessary due diligence. Startups can often miss some of the
pitfalls hidden in vendor pricing models, leading to overspending.

Some of the main benefits of migration to the cloud are cost transparency and pay-as-you-go
pricing. Unfortunately, many cloud providers have complex pricing structures and use different
terminologies to describe elements of the cloud, making it extremely difficult to compare pricing
plans. If additional charges are incurred when your usage model changes, complex pricing plans
can negate some of the inherent flexibility provided by cloud technology. This means it’s crucial to
understand how to identify and avoid pricing traps before committing to a cloud contract.

These are the key areas of cloud pricing to consider:
1. Data Transfer

One of the technical advantages of using a cloud service is that information can be accessed from
any geographic location, as long as there is an internet connection. The potential pricing pitfall
here, however, is that depending on your contract, the size of your bill can be affected by the
quantity, direction and speed of your data flows. Transferring data into the cloud can incur ingress
costs, while data transfer out of the cloud - or to a different geographic region - can incur egress
charges. Vendors also charge different rates depending on the expected frequency that certain
data will be accessed.

This chart shows a number of cloud providers’ costs for a high-bandwidth use case - in this case a
media delivery solution. The costs are derived from FinOps platform, Cloudeasier.

High bandwidth

Bandwidth Total cost
AWS €825.26 €4,384.74
A Bandwidth Total cost
zure €797.36 €4,571.01
Bandwidth Total cost
GOOglE Cloud €779.42 € 3,542.57
Total cost
OVHcloud ‘ €1,518.30
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2. Capacity & Operations

Storage capacity is one of the most important cost elements to consider when choosing a cloud
provider. One of the pitfalls here is that costs can quickly escalate if you have a large amount of
data and need cloud instances in different geographical regions around the world. The operations
performed on that data will also have a significant effect on your monthly bill. It’s vital that the
storage and operations plan you choose correlates with your use case. For example, backup
services are designed for long-term data storage with limited operations performed on that data.
The client would only be expected to access that data when they experience a data loss. In this
case, the storage costs will be low but operations on that data would be relatively expensive.

This chart shows several cloud providers’ costs for a high-storage use case, such as a backup
service. The costs are derived from FinOps platform, Cloudeasier.

High storage

Object Storage Total cost
AWS €2017.31 €4,340.75
Object Storage Total cost
Azure €3452.39 €5,408.87
Object Storage Total cost
Google Cloud €2109.01 €3,624.85

Object Total cost
OVHcloud €700 €1424.8

Similarly, if you are using GPUs to power your workloads, there are multiple cost considerations to
keep in mind. Due to their high-performance and specialised nature, GPU-based instances usually
have much higher rental costs than standard CPU-based instances. This also means they’re often
only available in limited quantities or specific regions. Furthermore, GPUs consume more power
and require more effective cooling methods in datacentres, all of which is passed down to the
customer as higher costs. GPUs can also increase costs when it comes to scaling and efficient
resource utilisation.

3. Vendor Lock-In

There are numerous reasons why an organisation may want to change cloud vendors. It might be
forced due to an acquisition or merger, or maybe the vendor has significantly increased its prices,
or discontinued a critical service. However, moving to another cloud provider can be extremely
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expensive - whether you switch providers completely, or just certain services. There’s also the
cost of modifying applications when moving them to another hosting solution. Although APIs,
Paa$S and serverless services all make life easier, you’ll still need to dig deep and prepare a sound,
future-proof cloud strategy. Make long-term plans, including your exit strategy, before signing any
contracts. Flexibility is key to avoid or address vendor lock-in. Draft flexible, shorter-term
contracts that provide a way out. Buyers should think about the end at the start. Develop an exit
strategy with internal stakeholders before signing a new deal and negotiate an exit planin the
contract - including business downturn language.

Our advice is to avoid vendor lock-in by seeking a cloud vendor that uses open, portable and
interoperable standards and initiatives, such as CISPE, SWIPO Code of Conducts, and the EU’s
Gaia-X. Where possible, stick to open source and standardised technologies, which will go a long
way to prevent you being stuck with a single provider.

The bottom line is that even though you are planning to move your workloads onto a cloud
platform, you shouldn’t ignore the possibility of vendor lock-in. Make sure you always have the

option of moving to a different provider.
' ¥ | DE



https://blog.ovhcloud.com/choosing-a-cloud-provider-dont-forget-your-long-term-strategy/
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FinOps: Strategies to Adopt

Financial Operations (FinOps) provides a framework for managing cloud costs. It ensures that
cloud investments are aligned with business objectives using a blend of financial and DevOps
practices. Common FinOps methods include embracing a culture of cross-collaboration, adopting
cloud optimisation software, and using specific techniques to optimise cloud costs e.g. auto-
scaling and rightsizing cloud resources.

Here's how to start implementing FinOps practices:
1. Establish a FinOps Team

To ensure a holistic approach to cloud cost management, its crucial to either create a dedicated
FinOps team, or to assign FinOps responsibilities within existing teams. The team should be cross-
departmental, including members from IT, finance, and business operations. This will provide
visibility of cloud spending to everyone that needs to know about it, helping to drive better
decision-making.

2. Embrace a Culture of Cost Awareness

Like DevOps, FinOps requires a cultural change. It’s important to cultivate a culture where
everyone in the team is aware of cloud costs and knows their responsibilities. This involves
training employees and ensuring that they understand the financial impact of their cloud usage
decisions.

3. Adopt Tools and Technologies

Just like other aspects of your business, cloud cost management can be controlled using a range
of modern tools. Such technologies can help you to monitor and visualise your cloud spending,
with reporting and automation capabilities to ensure effective cost management. Examples
include Cloudeasier, Cloud Mercato and Holori.

4. Optimise Cloud Usage

There are several techniques that can be used to optimise cloud usage based on your actual
needs. Such practices include rightsizing resources, choosing the right pricing model, auto-
scaling, and eliminating unused or underutilised services. Using these techniques will significantly
reduce cloud costs, ensuring that you’re not wasting money, or overspending on complex cloud
contracts. At the same time, your cloud provider should be able to offer 1-to-1 advice on how to
optimise your cloud costs.

5. Financial Accountability and Chargeback
FinOps has two effective financial models to help foster accountability: chargeback and

showback. Chargeback is a cost allocation method where individual departments monitor the
resources they consume. This ensures that each department is accountable for its cloud costs.
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Showback is an approach to cost allocation where the organisation monitors its overall cloud
usage. These approaches encourage teams to be more mindful of their cloud usage.

6. Continuous Learning and Improvement
The cloud landscape is constantly evolving, with new services and pricing models emerging

regularly. To take advantage of the latest opportunities for optimisation, its crucial to stay one
step ahead, research the market, learn and make improvements to your cloud strategy.
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The Final Word: Our Advice

Although cloud cost optimisation is a major challenge for startups, it can be managed effectively
using FinOps principles, cost management tools, training, and rightsizing or reserved instances.
You can also avoid some of the common pricing pitfalls by carefully reviewing your contract,
adopting open-source solutions, and considering the impact of data transfer and storage
capacity/compute costs.

Here’s some final cloud cost advice from our in-house experts:

1. Plan Your Cloud Future

Use the flexibility and scalability of the Public Cloud in your early stages but work with engineers
as early as possible to start planning how to move future workloads to more sustainable
infrastructure, such as Bare Metal or Dedicated Servers.

2. Track Your Cloud Spend

Make cloud spend a key performance indicator. If it is measured, it is easier to act when expenses
blow budgets or look unsustainable. This applies not only to startups and scaleups, but also those
working with startups and scaleups, such as VCs, business incubators and accelerators.

3. Control Your GPU Costs
You can mitigate the high cost of GPUs using these strategies:

e Reserved Instances: Committing to reserved instances for a long-term period can offer
larger discounts compared to on-demand pricing.

o Efficiency Improvements: You can optimise your code to ensure efficient use of GPU
resources, including better workload scheduling and using GPUs only for tasks that greatly
benefit from their computational power.

e SpotInstances: Using spot instances or preemptible virtual machines (VMs) for GPUs can
drastically reduce costs - but bear in mind that it comes with the risk of instance
termination.

e Usage Monitoring and Management: Using monitoring and management practices can
ensure that GPUs are only used when necessary and are fully utilised when in operation.

4, Check Your Cloud Provider

When choosing a cloud provider, ensure it can offer the necessary short, medium, and long-term
cloud solutions, alongside transparent, predictable pricing models and 1-to-1 cloud optimisation
support. This ensures that cloud spend can be accurately measured. As sustainable cloud
spending might also mean moving significant amounts of data, you should also consider the cost
of bandwidth. Adopting open standards is a sensible approach, as it usually provides greater
interoperability and reversibility when infrastructure changes are needed.

10
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To avoid nasty surprises in your cloud bill, we suggest choosing a cloud provider that offers
simplified and transparent pricing structures with no hidden fees. More than ever before,
OVHcloud adheres to our SMART Cloud (Simple, Multi-local, Accessible, Reversible,

Transparent) values, providing innovative, open and secured solutions, and a cloud you can trust
to respect your fundamental rights and freedom.

5. Access the Benefits

As a startup or scaleup, one of the best ways to benefit from the cloud is to join a cloud provider
startup program. These programs will often offer credits to access cloud solutions, as well as
support. OVHcloud is a leading European cloud hyperscaler and has been a cloud and
infrastructure provider for more than 20 years. Not only does OVHcloud offer a well-recognised
startup program, but we also have some of the best cloud price/performance ratios on the market.
We also offer free bandwidth costs and adhere to an ‘open-standards’ approach.

Here's some feedback from our customers:

Billing is simple and easy to understand, and therefore it’s easy to
predict our scaling needs. Thanks to OVHcloud solutions, our cost
savings are roughly 50%.

Vitalii Zurian, CTO & Co-Founder at Leetify

The monthly committed-use discounts allowed us to adapt our costs
according to business needs, whilst still obtaining good value for
money. This has allowed us to make substantial savings compared to
our experience with other providers. This combination of economy and
ease-of-use has enabled us to make a huge amount of progress in our
work, ranging from simulations of quantum computers to models of
enzyme reactions, as well as high-throughput generative Al.

Alex Punter, Computational Drug Design & ML Scientist at Kuano

11


https://www.ovhcloud.com/en/public-cloud/prices/

A4 OVHcloug Startup

Program

Get the support
your startup
deserves.

At OVHcloud, we provide a range of Bare Metal, Hosted
Private Cloud, and Public Cloud solutions built on open-
source technologies and offered on a transparent, pay-as-
you-go pricing model, with some of the lowest egress
costs on the market. As a startup, you can also join the
OVHcloud Startup Program, which provides startups and
scaleups with cloud credits and technical consultations to
accelerate your journey onto our secure, reliable, and
cost-effective cloud.

OVHcloud is very happy to help you with your short-term
and long-term cloud needs, as well as save you a huge
amount of money and boost your valuation in the process.
Join the OVHcloud Startup Program to access free 1-on-1
time with an engineer. Plan and action your current and
future cloud needs now by applying here.

Join our ecosystem:

startup.ovhcloud.com
startup@ovhcloud.com
@OVHcloudStartup


https://startup.ovhcloud.com/
https://startup.ovhcloud.com/

