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1. Introduction: The $1.8 Trillion Problem 
 

Global IT spending is projected to exceed $6 trillion in 2026, yet industry data from sources like Flexera 

shows that roughly 27% to 32% of cloud and software spend—totaling over $1.8 trillion annually—is 

completely wasted. This inefficiency creates a massive fiscal drag, eroding profit margins and starving 

essential innovation in AI and cybersecurity.  

The root cause is rarely a single bad purchase. It’s a systemic lack of end-to-end cost visibility, weak 

accountability, and disjointed processes. This playbook provides a proven, board-ready framework to 

change that. 

 

2. Where the Money Leaks: A Diagnostic Map 
Based on analysis of over 50 enterprise cost-reduction engagements, we consistently find seven leakage 

zones: 

Leakage Zone Typical Impact What It Looks Like 
Over-provisioned Cloud 
& on-prem 

20–40% excess compute Development environments running 24/7, 
oversized instances, no auto-scaling 

SaaS & License Sprawl 30% of licenses unused Duplicate CRM/marketing tools, shelfware, no 
central procurement 

Redundant Applications 2–5 systems doing the 
same job 

Multiple ITSM, BI, or ETL platforms from M&A 

Manual Processes & 
Swivel-Chair Ops 

15–25% productivity loss People copying data between systems, 
manual report generation 

Vendor & Contract Drift 8–12% savings left on 
table 

Auto-renewals, off-market rates, no 
benchmarking 

Shadow IT & 
Decentralized Spend 

10–20% of IT budget 
outside CIO control 

Business units buying their own SaaS, 
expensed as “marketing” or “ops” 

Technical Debt Interest Slows new delivery by 
40%+ 

End-of-life platforms requiring expensive 
extended support, brittle integrations 

 

  



3. The Cost Optimization Framework (4 Pillars) 
 

Pillar 1: Visibility — You Can’t Optimize What You Can’t See 
Move from fragmented spreadsheets to a single cost model. 

Immediate actions: 

• Deploy a Cloud FinOps tool (e.g., CloudHealth, Apptio Cloudability) for real-time tagging and cost 

allocation. 

• Map the application portfolio — categorize each app by business criticality, cost, and technical 

health (TIME model: Tolerate, Invest, Migrate, Eliminate). 

• Implement mandatory resource tagging (business unit, environment, cost center) and 

showback/chargeback to drive accountability. 

Target: Within 90 days, you should be able to drill into IT cost per business capability. 

 

Pillar 2: Assessment — Value vs. Cost, Not Just Cost 

Rank every major cost item on two axes: business value and cost efficiency. Use a simple 2×2 
matrix to identify: 

• Stars (high value, efficient) → protect 
• Fat (high value, inefficient) → optimize first 
• Skinny (low value, efficient) → monitor 
• Dogs (low value, inefficient) → eliminate 

Questions to ask for each application/service: 

• Does it directly enable revenue generation or competitive advantage? 
• What would happen if we turned it off for a week? 
• Is there a modern alternative that delivers the same value at a fraction of the cost? 

  



 

Pillar 3: Optimization — The 7 Levers That Actually Work 

1. Cloud Infrastructure 
o Purchase Reserved Instances / Savings Plans for predictable baselines (30–50% 

discount). 
o Use Spot Instances for fault-tolerant, stateless workloads (60–90% discount). 
o Right-size compute every 30 days based on actual CPU/memory usage (average 

savings 36%). 
o Implement auto-shutdown for non-production environments outside business 

hours. 
o Move infrequently accessed data to cold tiers (S3 Glacier, Azure Cool Blob) — 

can cut storage costs by 60%. 

 

2. Software Licensing 
o Conduct a license position audit for major vendors (SAP, Oracle, Microsoft, 

Salesforce). Most enterprises are 20% over-licensed. 
o Shift per-user licenses to group/enterprise agreements where utilization is high. 
o Eliminate shelfware: 30% of SaaS seats are never used after purchase. Cancel 

and renegotiate. 

 

3. Application Rationalization 
o Apply the “Rule of 3”: for any capability (e.g., project management, analytics), 

reduce to one strategic platform and, if necessary, one legacy platform in sunset 
mode. 

o Decommission duplicate apps; don’t just stop using them—turn off the 
infrastructure. 

o Retire custom-built legacy apps that can be replaced by configurable modern 
platforms. 

 

4. Intelligent Automation 
o Automate repetitive IT processes: patch management, user provisioning, 

incident triage, report generation. 
o Typical ROI: 250–400% over three years, with payback in months for high-

volume tasks. 
o Use RPA for simple “digital assembly line” work; then layer intelligent 

automation (API-based integration) for higher resilience. 



5. Vendor & Contract Optimization 
o Centralize vendor management with a dedicated technology vendor office. 
o Benchmark all contracts (print, cloud, telco, consulting) against market rates 

annually. 
o Consolidate spend with fewer strategic partners to gain volume discounts. 
o Move from fixed to consumption-based models where usage is variable. 

 

6. Network & Telecom 
o Audit WAN circuits and move from MPLS to SD-WAN where feasible (cost 

reduction up to 40%). 
o Mobile fleet: eliminate unused lines, move to pooled data plans. 

 

7. Talent & Sourcing Mix 
o Balance full-time staff with strategic partners; use nearshore for steady-state 

support. 
o Retrain internal teams in FinOps and automation engineering rather than hiring 

specialists immediately. 

 

Pillar 4: Governance — Make It Stick 

Without governance, optimization decays within 12 months. 

Core governance mechanisms: 

• FinOps Operating Model: Cross-functional team (Finance, Engineering, Product) 
meeting weekly on cloud cost variance. 

• Monthly Cost Review Dashboard: Tracks actual vs. budget, unit economics (cost per 
transaction, cost per customer), and variance alerts. 

• Policy as Code: Automatically deny deployments that don’t meet tagging or right-sizing 
policies. 

• Gated Funding: All new projects above $X must include a TCO forecast and a post-
implementation review at 6 months. 

 

  



4. Quick Wins: Cash in 30 Days 

• Cull unused cloud resources: Run a trusted advisor report and terminate idle load 
balancers, unattached IPs, and orphaned volumes. (Typical saving: 50K–50K–200K) 

• Cancel 90 days of unused SaaS seats: Identify licenses assigned to departed employees. 
• Stop over-storing logs and backups: Set retention policies. Move logs older than 30 

days to low-cost storage. 
• Renegotiate one telecom contract: Even a 15% reduction on a 2M contract yields 300K. 
• Switch to pay-as-you-go support tiers for non-critical environments. 

 

5. Strategic Impact: What Good Looks Like 

Enterprise-wide cost optimization programs, when done right, deliver: 

• 20–35% annual IT cost reduction without degrading service levels. 
• 60–70% cloud unit cost improvement over 2 years through reserved capacity and right-

sizing. 
• IT cost visibility down to the product level, enabling true business alignment. 
• Funding reallocation: On average, 40% of savings are reinvested into innovation and 

digital initiatives—turning cost cutting into growth. 

 

Real-world pattern: A large federal agency migrated its core financial systems to AWS, leveraging 

economies of scale to decrease monthly cloud spend by 75%. This transition eliminated high on-premise 

maintenance costs and allowed the agency to reallocate staff to AI-powered system monitoring. 

 

Real-world pattern: Faster innovation and secure cloud modernization NAB, one of Australia’s largest 

banks, adopted Microsoft Azure to accelerate its digital transformation. By moving core workloads to 

Azure, NAB reduced infrastructure complexity, improved security posture with Azure’s built-in 

compliance tools, and enabled faster deployment of new digital banking services. The bank also used 

Azure Kubernetes Service (AKS) to modernize applications, cutting release cycles from months to days. 

This shift allowed NAB to innovate more rapidly while maintaining strict regulatory compliance. 

 

Real-world pattern: A global manufacturing distributor migrated its entire SAP platform to Google 

Cloud, consolidating multiple data centers and significantly reducing its total cost of ownership (TCO). 

By upgrading to HANA on GCP, they slashed database size and improved performance, reinvesting the 

savings into supply chain analytics. 



 

Real-world pattern: Predictive maintenance and fuel-efficient operations Rolls-Royce uses Azure to 

power its “Intelligent Engine” platform, which analyzes terabytes of flight data from aircraft engines. 

Azure Machine Learning and IoT services help predict maintenance needs, reduce downtime, and 

optimize fuel efficiency for airlines. This cloud-driven model transformed Rolls-Royce from a traditional 

manufacturer into a service-based business, offering airlines performance insights and proactive 

maintenance recommendations. 

 

6. Conclusion: From Cost Center to Value Engine 

Cost optimization isn’t a one-time project—it’s an ongoing discipline that funds your future. 
Every dollar freed from inefficiency is a dollar that can be invested in AI, analytics, 
cybersecurity, or customer experience. The goal is to build an IT organization that is lean, 
transparent, and strategically indispensable. 

  



Don’t guess where your money is leaking. Let’s find it together. 
 

Book a Cost Discovery Session 

mailto:info@eliesalame.com?subject=Book%20a%20Cost%20Discovery%20Session

