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KEY FINDINGS

• Cloud computing once promised simple, usage-based charging for resources, similar to other utilities 
such as electricity; unfortunately, the current reality is far from this ideal. Pricing methods for IaaS 
consumption vary hugely between providers, but 451 Research believes all virtual-machine pricing 
methods fit into one of eight classifications – a cloud pricing taxonomy – with each pricing method 
having its own strengths and weaknesses for both consumer and provider. 

• On-demand pricing enables experimentation; alternative pricing enables cost-effective implementation. 
The ability to consume resources, paying only for what is used, is the initial attractor for consumers, 
allowing experimentation and evaluation with no commitment and little risk. As a result, 9 in 10 IaaS 
providers surveyed by 451 Research offer on-demand pricing. However, as experimentation turns into 
implementation, consumers look to reduce their costs and establish predictability and availability, and 
as a result, over 50% of IaaS providers surveyed offer an alternative pricing method to conventional 
on-demand.

• A virtual machine does not an application make. Cloud applications incur charges for a range of IaaS 
services, which are less likely to be fully understood by the buyer when pricing up a potential solution. 
The consumer’s control of some of these line items is limited, and may result in unexpected charges. 
VMs may aggregate many resources as a single chargeable bundle using one of three methods, or 
they may allow consumers to choose the specific size of their own VM. The cloud pricing taxonomy 
combines these line items into four common bundling methods. 

• In planning a Digital Infrastructure strategy, it is crucial that consumers assess all the pricing methods 
available to them, and fully understand each model’s benefits, risks and features. In doing so, 
consumers can produce a ‘Digital Infrastructure playbook’ that defines how the cloud – and its range 
of services, providers and models – can be fully utilized to deliver best value. The fact that only 64% 
of IaaS providers publish prices means that assessing options is a difficult task.
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ABOUT THIS REPORT
Cloud computing once promised simple, usage-based charging for resources, similar 

to other utilities such as electricity; unfortunately, the current reality is far from this 

ideal. Pricing methods for IaaS consumption vary hugely between providers, with each 

method having its own strengths and weaknesses for both consumer and provider. 

The 451 Research Cloud Pricing Codex represents the first step in understanding the 

true cost and value of IaaS offerings. The aim of the Codex is to simplify a complex 

economic landscape, so that informed strategies for the development and implementa-

tion of cloud services can be identified by providers, consumers and others.

Through the results of a provider survey, The 451 Research Cloud Pricing Codex defines 

a taxonomy of IaaS pricing methods, classifying all methods into one of eight catego-

ries. It also defines a taxonomy of bundling, billable attributes and associated usage 

metrics. Furthermore, the Codex shows the classification of pricing methods and 

bundles for a number of IaaS providers, and it also attempts to understand the preva-

lence of these methods in the market in order to identify overall trends.
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