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 Cloud economics are a powerful might in shaping commerce transformations on cloud. The positive and negative information is 
derived from the results of growth economics and market places of cloud. Computing 
the cloud, a shift similar in importance and impact to the transition from mainframe to client/server. Conjecture abounds on 
era will have a critical need for a clear vision of where the indu
underlying economics driving the long-term trend. In this paper the economics of the cloud is assessed by using in depth modeling 
analysis. The analysis results in the metrics to prov
for future computing. 
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INTRODUCTION 
 
 Cloud computing is a technology that uses 
internet and central remote server to maintain the 
data and applications. Cloud computing or cloud
focuses on maximizing the efficacy
resources. Cloud resources are usually 
reallocated per demand and the multiple users are not
allowed to use without [2] the permission
work for allocating resources to users. This approach 
helps maximize the use of computing power while 
reducing the overall cost of resources by using less 
power, air conditioning, rack space, etc. to mai
the system. With cloud computing, multiple users 
can access a single server to retrieve and update their 
data without purchasing licenses for different 
applications. 
 Cloud economics have a much stronger impact 
on the direction and speed of disruptio
technological challenges are resolved or overcome 
through the rapid innovation. During the mainframe 
era, client/server was initially viewed as a ―toyǁ 

technology, not viable as a mainframe replacement. 
The client/server technology found its way int
enterprise. Similarly, when virtualization technology 
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ABSTRACT 

Cloud economics are a powerful might in shaping commerce transformations on cloud. The positive and negative information is 
derived from the results of growth economics and market places of cloud. Computing is undergoing a seismic shift from client/server to 
the cloud, a shift similar in importance and impact to the transition from mainframe to client/server. Conjecture abounds on 
era will have a critical need for a clear vision of where the industry is heading. The finest way to form this vision is to understand the 

term trend. In this paper the economics of the cloud is assessed by using in depth modeling 
analysis. The analysis results in the metrics to provide the effective growth of both economics and market mechanisms in scale of adoption 

Cloud economics, Cloud computing, Scale of adoption. 

Cloud computing is a technology that uses the 
server to maintain the 

Cloud computing or cloud 
efficacy of the shared 

urces are usually dynamically 
and the multiple users are not 

allowed to use without [2] the permission. This can 
work for allocating resources to users. This approach 
helps maximize the use of computing power while 
reducing the overall cost of resources by using less 
power, air conditioning, rack space, etc. to maintain 
the system. With cloud computing, multiple users 
can access a single server to retrieve and update their 
data without purchasing licenses for different 

economics have a much stronger impact 
on the direction and speed of disruptions, as 
technological challenges are resolved or overcome 

During the mainframe 
era, client/server was initially viewed as a ―toyǁ 

rame replacement. 
he client/server technology found its way into the 

Similarly, when virtualization technology 

was first proposed, application compatibility 
concerns and potential vendor lock
barriers to adoption. The economics of 20 to 30 
percent savings3 compelled CIOs to overcome these 
concerns, and adoption quickly accelerated. 
 

 
Fig. 1: Cloudcomputing architecture
 
 The emergence of cloud services is again 
fundamentally shifting the economics of IT. Cloud 
technology standardizes and pools IT resources and 
automates many of the main

Network for Scientific Information publisher  

JOURNAL OF APPLIED SCIENCES RESEARCH 

December; 11(23): pages 1-3.   

        Research Article 

Department of computer science and engineering, V.S.B 
College of Engineering Technical campus, Coimbatore, TamilNadu, India 

or Cloud Computing With Special Issues 

TamilNadu, India 

echnical campus, Coimbatore, TamilNadu, India 

Cloud economics are a powerful might in shaping commerce transformations on cloud. The positive and negative information is 
is undergoing a seismic shift from client/server to 

the cloud, a shift similar in importance and impact to the transition from mainframe to client/server. Conjecture abounds on how this new 
stry is heading. The finest way to form this vision is to understand the 

term trend. In this paper the economics of the cloud is assessed by using in depth modeling 
ide the effective growth of both economics and market mechanisms in scale of adoption 

was first proposed, application compatibility 
concerns and potential vendor lock-in were cited as 

economics of 20 to 30 
percent savings3 compelled CIOs to overcome these 
concerns, and adoption quickly accelerated.  

 

Cloudcomputing architecture. 

The emergence of cloud services is again 
fundamentally shifting the economics of IT. Cloud 
technology standardizes and pools IT resources and 
automates many of the maintenance tasks done 
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manually. Cloud architectures facilitate elastic 
consumption, self-service, and pay-as-you-go 
pricing. The paper organizes the significant of 
economics scale and key metrices to increase the 
growth of cloud economics and market mechanisms.  
 
II Significant Of Economics Scale: 
 Cloud also allows core IT infrastructure to be 
brought into large data centers that take advantage of 
significant economies of scale in three areas. The 
scale of adoption leads to a constant development in 
cloud economics.  
 
The three areas to determine the significant role of 
economics are: 
1) Supply-side savings:  
 Large-scale data centers (DCs) lower costs per 
server.  
 
2) Demand-side aggregation:  
 Aggregating demand for computing smooths 
overall variability, allowing server utilization rates to 
increase.  
 
3) Multi-tenancy efficiency: 
  When changing to a multitenant application 
model, increasing the number of tenants (i.e., 
customers or users) lowers the application 
management and server cost per tenant.  
 
Supply-Side Economies of Scale:  
 Cloud computing is used to combine the best 
economic properties of mainframe and client/server 
computing. The mainframe was characterized by 
significant economies of scale due to high up-front 
costs of mainframes and the need to hire 
sophisticated personnel to manage the systems. The 
computing power – measured in MIPS (million 
instructions per second). The main disadvantage is 
the large central IT organizations only had the 
resources and the aggregate demand to justify the 
investment. Due to the high cost, resource utilization 
was prioritized over end-user agility. The requests of 
the user were put in a queue and processed only 
when needed resources were available.  
 With the advent of minicomputers and later 
client/server technology, the minimum unit of 
purchase was greatly reduced, and the resources 
became easier to operate and maintain. This 
modularization significantly lowered the entry 
barriers to providing IT services, radically improving 
end-user [11] agility. However, there was a 
significant utilization tradeoff, resulting in the 
current state of affairs: datacenters sprawling with 
servers purchased for whatever needed existed at the 
time, but running at just 5%-10% utilization.  
 Cloud computing is not a return to the 
mainframe era as is sometimes suggested, but in fact 
offers users economies of scale and efficiency that 
exceed those of a mainframe, coupled with 

modularity and agility beyond what client/server 
technology offered, thus eliminating the tradeoff.  
 
III Economics For Cloud Computing: 
 The cloud computing is emerge with the 
economics and market mechanisms to integrate the 
research in development of future computing. The 
opportunity cost and investment cost are the main 
resource to determine the cloud computing in 
adaptation [4] path. The economies of scale emanate 
from the following areas:  
 
Cost of power:  
 Electricity cost is rapidly rising to become the 
largest element of total cost of ownership (TCO), 
currently representing 15%-20%. Power Usage 
Effectiveness (PUE) tends to be significantly lower 
in large facilities than in smaller ones. While the 
operators of small data centers must pay the 
prevailing local rate for electricity, large providers 
can pay less than one-fourth of the national average 
rate by locating its data centers in locations with 
inexpensive electricity supply and through bulk 
purchase agreements. In addition, research has 
shown that operators of multiple data centers are able 
to take advantage of geographical variability in 
electricity rates, which can further reduce energy 
cost. 
 

 
 
Fig. 2: The economics and cloud computing. 
 
 Opportunity cost is an important concept when 
discussing the economics of Cloud Computing [5] 
because it allows one to assess the true cost of any 
potential action. When choosing a particular 
direction for IT spend to include opportunity costs in 
any calculation, an organization allows for a truer 
comparison between the various choices to be made. 
 
IV Key Metrics To Analyze The Cloud Economics: 
 The cloud computing evaluate the financial 
metrics to increases the growth in economics and 
market mechanisms. Key metrics for analyzing the 
cloud economics are: 
 
Net present value: 
 The subtraction of discounted cloud benefits and 
cloud discounted one time investments costs is the 
result of net present value to  increase the cloud 
economics. The NPV is also called as an absolute 
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metric of economics. The NPV leads to the better 
adoption to increase the scale of cloud economics. 
The calculation method (1) is used to perform the 
basic modulation of NPV value to the cloud, 
 The value of net present value decides the 
growth of economics to improve the high degree 
efficiency. 

NPV=∑
��������	
���	�

�����	
�
���                 (1) 

 The net present value defines the discounted 
benefits as Benefit and future amount time as Cost. 
The discounted rate is defined with the variable r and    
the year is calculated by using the variable t. 
 
Benefit to cost ratio: 
 The division of cloud’s discounted netbenefits 
and discounted investments costs is calculated and 
named as benefit to cost ratio. The BCR is helpful to 
increase the growth of economics in cloud markets. 

BCR=
∑
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 The Bt and ct indicates the discounted benefits 
and costs for the calculation of BCR (2). The positive 
economic benefits will be proved when the value of 
BCR is greater than 1.0. 
 
Discounted payback period: 
 The number of years had taken by 
eachaccumulated annual benefits reflected and 
defined equal to its total investment costs. The 
discounted payback is the period during which the 
cumulative net present value of a project is equal to 
zero. The growth of economics and market 
mechanisms depend on the DPP (3) . If DPP is less 
than its growth life a project will be acceptable.  
∑ �� =  ��                (3) 
 The Ct represents the cash flow in the period t. 
The C0 represents the initial cost flow. The DPP (3) 
is measured with cloud market investment to 
determine the enhanced growth in computation of 
NPV. 
 
V Conclusion: 
 From an economic point there is more to analyze 
factors such as the pattern of demand, TCO and 
transformation costs need to be factored into any 
financial analysis of a potential cloud computing 
solution: Sufficient variability in demand is required 
to realize cost savings using a public cloud hosting 
model. It is not possible to accurately measure the 
current TCO of an individual application without 
first tracking the utilization of resources per 
application within your IT organization. 
Transformation costs associated with migrating an 
application from current to target context must be 
factored into the cost equation.  
 Cloud computing has remarkable potential to 
benefit businesses, industries, and entire economies, 
the study has taken the point of  defining potential 
actions for industry to consider in order to accelerate 

cloud adoption and generate benefits for all 
stakeholders – individuals, businesses, governments, 
and society as a whole. The future research study 
will be extending to substantial challenges in the 
scale of cost reduction in cloud economics. 
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