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31 Dec
DATADOG'S FISCAL YEAR END: A
CALENDAR-YEAR CLOSE

T-9 mo
THE RUNWAY, MOST OF IT SPENT ON
ENGINEERING, NOT MEETINGS

20+ meters
THE SKU SPRAWL: EVERY SIGNAL TYPE IS
ITS OWN BILL

High water
PEAKS BECOME BASELINES: THE BILLING
MECHANIC THAT SIZES COMMITS

The premium
ON-DEMAND OVERAGE RATES: THE
RATCHET THAT SELLS BIGGER COMMITS

OTel
OPEN INSTRUMENTATION: THE
PORTABILITY LEVER THAT CHANGES
EVERYTHING

READ THIS FIRST
Datadog built the best observability product of its generation and wrapped it in the most sophisticated metering machine in
software: more than twenty separately priced products, each with its own unit, hosts, gigabytes ingested, events indexed,
sessions, invocations, test runs, containers, and custom metrics, each capable of growing independently, and several engineered
so that ordinary engineering behavior inflates them quietly. Logs bill twice, once to ingest and again to index; custom metrics
multiply with tag cardinality nobody meant to create; container churn and autoscaling push host counts toward their peaks; and
the billing mechanics harvest it all, with usage measured toward its high-water marks and anything above the commit billed at
on-demand rates carrying a hefty premium. The renewal conversation this produces is the most predictable in modern software:
your usage has grown, the overage rates are punishing you, and the merciful answer is a bigger commit.

The buyer's counter is engineering first and commerce second, in that order and with the calendar to match. Most of what a
Datadog bill contains is not observability; it is un-governed telemetry, indexed noise, unmanaged cardinality, staging
environments monitored at production fidelity, and the difference between an estate as found and an estate as engineered is
routinely 30 to 50% of the bill before any negotiation begins. Then the commercial layer: commits sized to the optimized
baseline rather than the panic peak, overage priced at contracted rates instead of the list premium, spend fungible across the
twenty meters instead of trapped per SKU, and true-down rights that let the estate shrink as the engineering improves.
Underneath it all sits the structural lever this category uniquely offers: open instrumentation, which collapses switching costs
the way the gateway does for AI vendors, and which the incumbent prices into every quote the moment they see it deployed.
No theory. Meters, baselines, mechanics, scripts, and checklists.

1. WHAT CHANGED SINCE YOU SIGNED
The platform became a portfolio of meters. What landed as infrastructure monitoring for one team is now APM, logs,
security, RUM, synthetics, serverless, database monitoring, and a dozen more, each its own SKU, its own unit, and its own
growth curve. The expansion was frictionless by design; the renewal consolidates it into one large number. Your first job is
seeing the number as twenty numbers again.

The billing mechanics reward your worst month. Host-family products measure usage toward upper-percentile peaks, which
means autoscaling events, migrations, and incident-driven bursts get memorialized into the baseline your commit is sized
against. Understanding exactly which percentile and which measurement window governs each SKU is not accounting trivia;
it is the difference between committing to your architecture and committing to your outages.

The overage premium sells the commits. Usage above commit bills at on-demand rates that carry a substantial premium
over committed rates, and that premium is the renewal pitch's engine: commit more, or keep paying it. The prepared buyer
inverts the mechanic: overage priced at or near committed rates in the contract, which converts the ratchet into ordinary
elasticity.

Logs and metrics grew their own economics. Log ingestion and indexing decoupled, cheaper retention tiers exist, and
exclusion filtering is mature, which means the log bill is now an architecture decision. Custom metrics remain the estate's
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stealth line: every tag combination is a billable series, and cardinality grows with every well-intentioned label an engineer
adds. Both lines respond to governance faster than to discounts.
The alternatives matured, and the instrumentation standardized. Credible competitors exist across every meter, cloud-
native tooling covers the basics, and, structurally more important, open instrumentation standards mean telemetry can be
collected once and pointed anywhere. An estate instrumented on open standards negotiates with a different posture than
one wired to proprietary agents, permanently.

Their calendar ends 31 December. A calendar-year vendor with quarters in March, June, and September: Q4 pressure lands
in the crowded December window, and commit generosity, multi-year flexibility, and rate exceptions peak into it.

2. THE RENEWAL RUNWAY

The runway's center of gravity is unusual: months four through seven belong to engineering, because the negotiation's largest
lever is the baseline itself, and a baseline only counts once it has been held long enough to be credible. A one-week dip before
the quote convinces nobody; a quarter of governed, optimized usage re-writes the renewal's premise. Schedule the campaign
like the project it is, and let the commercial rounds begin only after the meters have testified.

2A. THE FIRST 90 DAYS: THE TASK LIST

# TASK OWNER OUTPUT

1 Contract archaeology: every SKU's commit, committed rate,
on-demand rate, billing percentile and window, term dates,
and true-up mechanics

Procurement The mechanics map

2 The meter census: twelve months of usage per SKU, per team
and environment, with the growth drivers named

Platform team Usage truth

3 Log architecture review: ingest vs index ratios, exclusion filter
coverage, retention tiers, and the indexed-noise estimate

Observability team The log plan

4 Custom metrics cardinality audit: series counts by source, the
tag combinations driving them, and the governance rules to
cap them

Platform team The cardinality plan

5 Environment fidelity review: dev and staging monitored at
production tiers, priced, with the right-sized target per
environment

Engineering leads The fidelity map

6 Container and autoscaling review: churn, allotments, and the
peak-shaping options against the billing percentiles

Infrastructure team The peak plan

7 SKU rationalization: products licensed but thinly used,
overlapping tools elsewhere in the estate, and the drop list

Platform + Procurement SKU verdicts

8 The instrumentation posture: proprietary agent dependence
vs open standards, and the migration plan that changes it
where it pays

Engineering The portability file

9 The alternatives costed per meter: the competing platforms
and cloud-native options for the movable tiers, honestly

Platform + Procurement The per-meter horses

10 Commission the benchmark: effective rates per SKU at your
scale, overage terms, and commit structures comparable
enterprises signed

Procurement Market targets

11 FinOps governance stood up: usage visibility to the teams that
create it, budgets per meter, and the monthly review that
keeps the baseline held

FinOps + Platform The standing discipline

T-9 (MAR)
Contract archaeology:
SKUs, commits, rates,
overage mechanics,

billing percentiles, dates

T-8 (APR)
The meter census:
usage per SKU per
team, cost drivers

named, owners
assigned

T-7 TO T-4
The engineering
campaign: logs,

cardinality,
environments,

containers, one meter
at a time

T-4 (AUG)
The optimized baseline
measured and held; the
commit model built on

it

T-3 (SEP)
Benchmark done;

written anchor with
rates, shape, and

mechanics; rounds
begin

T-0 (DEC)
Endgame in their Q4;

commit, rates, and
flexibility close;
signature by 31

December
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# TASK OWNER OUTPUT

12 Open the renewal file: every usage report, overage invoice,
and commit proposal logged from day one

Lead negotiator The record

3. BUILD THE POSITION: THE FIVE WORKSTREAMS

3.1 The estate math: engineer first, then commit

The optimization math, worked. Illustrative estate: $3M a year across the platform, and the renewal pitch says usage supports
$3.4M. The census decomposes it: logs are $1.2M, with roughly 90% of ingested volume being indexed, most of it never queried;
custom metrics are $400K, driven by unmanaged tag cardinality; and the host and APM lines quietly include dev and staging
monitored at production fidelity. The engineering campaign works the meters in order: exclusion filters and tiered retention take the
log line down by around 45%, saving ~$540K; cardinality governance retires unused series and caps new ones, saving ~$250K;
environment right-sizing and peak-shaping take another ~$300K. The held baseline lands near $1.9M, and the commercial layer
builds on it: a commit sized to that baseline at improved rates, spend reallocatable across SKUs, overage at committed rates, and
true-down mechanics for the engineering still to come. Signed: roughly $1.8M against the $3.4M walk-in, and, more importantly, an
estate whose bill now tracks decisions instead of accidents. None of it required a discount conversation; all of it required four
months of engineering the vendor's pitch assumed you would never do.

3.2 The commit shape: baseline, corridor, and the overage inversion
Size the commit to the optimized baseline, not the historical peak, and never to the vendor's growth projection: the high-water
mechanics already bias the measured number upward, and committing to a peak converts one bad month into a year of floor.
Build the corridor around it: headroom for genuine growth priced at committed rates, which is the single most valuable
mechanical clause in the deal, because it deletes the overage premium that powers every future upsell. Then make the spend
fungible: a platform commit with a rate card per SKU and free reallocation across meters, so a team that cuts logs can fund
another team's synthetics without a contract amendment, and no individual meter's commitment outlives its usefulness.

3.3 The meter governance: the bill is an engineering artifact
The standing FinOps discipline is what keeps the negotiation's gains: usage dashboards owned by the teams that generate the
telemetry, budget alerts per meter, cardinality linting in the pipeline, log exclusion as a default rather than a cleanup, and
environment fidelity as policy. The cultural shift is the point: an observability bill is not weather; it is the sum of instrumentation
decisions, each of which has an owner, and estates that internalize this negotiate every future renewal from a held baseline
instead of a fresh sprawl.

3.4 The SKU verdicts: twenty products, not one platform
Run the tail playbook's triage inside the platform: each SKU kept, shrunk, or dropped on its own evidence. The overlap cases are
the usual finds, security products duplicating the security stack, RUM sprawled across marginal applications, synthetics testing
what CI already tests, and the drop list matters twice: its own savings, and the demonstration that the platform's gravitational
pull has limits. Where the same signal is cheaper elsewhere for a movable tier, low-value logs to cheaper stores, basic infra
metrics to cloud-native tools, move it, because a platform that must compete for each meter prices each meter better.

3.5 The portability posture: instrument once, point anywhere
The open-standards decision is this category's version of the AI playbook's gateway: telemetry collected through open
instrumentation can be routed to any backend, which converts the incumbent's deepest moat, agent lock-in, into an ordinary
commercial relationship. The migration is incremental, new services on open standards by policy, high-volume movable tiers
first, and it pays twice: directly, where cheaper backends absorb the low-value tiers, and structurally, in every negotiation
thereafter, because the vendor's pricing discipline tracks your demonstrated ability to leave with remarkable precision. An
estate on proprietary agents asks for discounts; an estate on open standards sets prices.

3C. THE METER MAP: WHERE DATADOG BILLS HIDE

THE METER THE MECHANIC THE FIX

Custom metrics Every tag combination is a billable series;
cardinality compounds silently as engineers
add labels, and estates routinely carry vast
series counts nobody queries

The cardinality audit, retirement of unqueried series, tag
governance and linting in the pipeline, and a budget per team
with the series count on a dashboard

Log indexing Ingest and indexing bill separately; indexing
everything ingested is the default behavior
and the majority of most log bills, for data
that is rarely searched

Exclusion filters as default, indexing only what investigation
actually uses, cheaper retention tiers for the archive, and the
ingest-to-index ratio as a standing KPI
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THE METER THE MECHANIC THE FIX

Host high-water
marks

Host-family SKUs measure toward upper-
percentile peaks, so autoscaling bursts,
migrations, and incidents write themselves
into the commit baseline

Know each SKU's percentile and window, shape avoidable
peaks, exclude ephemeral burst capacity where mechanics
allow, and never commit to a number an outage created

Containers and churn Per-host container allotments overflow into
per-container billing, and orchestrator
churn inflates counts without adding
workload

The allotment math per cluster, churn reduction where cheap,
and the container line reconciled to actual workload monthly

Sessions, tests, and
invocations

RUM sessions, synthetic runs, and
serverless invocations scale with traffic and
CI enthusiasm, far from anyone watching
the bill

Sampling policies for RUM, synthetics pruned to what CI does
not already prove, and serverless monitoring scoped to the
functions that matter

The on-demand
premium

Usage above commit bills at premium rates,
converting growth and bursts into pressure
for a larger commit at renewal

Overage at or near committed rates in the contract, headroom
in the corridor, and the premium's pressure thereby deleted
from every future renewal

The strategic reading: none of these meters misbehaves; each executes its design against estates that never assigned an owner.
The map's purpose is the assignment. Six meters, six owners, six standing dashboards, and the bill becomes an engineering
artifact with a change log instead of an annual surprise with a sales call attached.

3B. BENCHMARK TARGET RANGES: WHAT PREPARED BUYERS ACHIEVE

AREA UNPREPARED OUTCOME PREPARED TARGET PRIMARY
LEVER

The bill itself Grown 20 to 40% a cycle,
committed at peak

Cut 30 to 50% by engineering before any negotiation The
campaign
at T-7 to
T-4

The commit Sized to high-water history
plus projection

Sized to the held, optimized baseline with a priced corridor The
baseline,
held a
quarter

Overage List on-demand premium,
powering the next upsell

At or near committed rates, in the contract The
inversion,
asked at
signing

Spend flexibility Trapped per SKU; dead
commits ride to term end

Platform pool with a rate card and free reallocation The
fungibility
ask

The SKU estate Everything licensed renews Verdicts per product; overlaps dropped; movable tiers moved The triage
inside the
platform

Structural posture Proprietary agents
everywhere, priced
accordingly

Open instrumentation by policy; the file visible at the table The
portability
program

4. STRATEGY: THE GIVE-GET TABLE

WHAT DATADOG WANTS WHAT IT IS WORTH TO
THEM

WHAT YOU TAKE IN EXCHANGE

The bigger commit Net retention, the
number the company is
valued on

A commit at the optimized baseline with a corridor, better rates,
reallocation, and overage at committed rates. Size is theirs to want;
shape is yours to set.
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WHAT DATADOG WANTS
WHAT IT IS WORTH TO
THEM WHAT YOU TAKE IN EXCHANGE

Platform breadth The attach story: every
SKU adopted deepens
the moat

SKUs on verdicts and evidence, priced individually inside the pool, with
the drop list demonstrating the alternative.

The multi-year term Locked consumption in a
competitive market

Term trades for rate locks, caps, true-down rights, and the corridor's
width, or it stays annual.

The security expansion The next platform
chapter, sold on
consolidation

Evaluated against the incumbent security stack on its own merits, priced
as new business with new leverage.

A December signature Q4 in the crowded
calendar-year window

The final tier of rates, corridor, and flexibility; September's impossible
mechanics, signed in December.

The reference and the case
study

Proof against the open-
source narrative

Never free, and from an estate visibly capable of leaving, unusually
valuable. Priced accordingly.

5. TACTICS: THE MOVES AND THE COUNTERS

DATADOG'S PLAY WHAT IT SOUNDS LIKE YOUR COUNTER

The usage-supports-it pitch "Your consumption trajectory supports a larger
commitment at better rates."

The trajectory was un-governed telemetry, and the
campaign just retired it. The commit model on the
table is built on the held baseline, not the sprawl's
history.

The overage squeeze "Committing higher eliminates the on-demand
premium you have been paying."

So does pricing overage at committed rates, which is
the version we are signing. The premium is a
mechanic, not a law.

The peak as baseline Commit sizing anchored to high-water months. The percentile mechanics are in the file, and the
peaks have names: an incident, a migration, an
autoscaling event. Commits are sized to
architecture, not to accidents.

The consolidation story "Bringing security and the remaining tools
onto the platform simplifies everything."

Each meter competes on its own evidence. The
platform earns breadth SKU by SKU, and the drop
list shows the alternative is operational, not
rhetorical.

The renewal cliff timing Quotes arriving late, priced against your
December change freeze.

The anchor has been theirs since September, and
their year ends in December too. The freeze is
survivable; their quarter is not.

The open-source dismissal "Teams that migrate come back; the TCO never
works."

Sometimes true, which is why the file costs it
honestly, per tier, and why the movable tiers already
moved. The rest is priced by a vendor who can see
that.

Three lines worth using verbatim at the table:

"The commit is sized to the baseline we have held since August, with the corridor priced at committed rates. Usage history from
before the governance program is not a forecast; it is a cautionary tale."

"Spend moves freely across the rate card. We are committing to the platform, not to twenty separate predictions."

"New services instrument on open standards as policy, and two tiers already run elsewhere. Price this estate as what it is: one that
chooses to stay."

6. THE CONCESSIONS CHECKLIST: WHAT A GOOD DATADOG CLOSE CONTAINS

CONCESSION THE ASK WHY IT MATTERS NEXT CYCLE

The baseline commit Commitment sized to the held, optimized baseline,
stated per the model in the file

The floor reflects engineering, not
history's accidents.
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CONCESSION THE ASK WHY IT MATTERS NEXT CYCLE

Overage at committed rates Usage above commit priced at or near contracted
rates, not the on-demand premium

Deletes the ratchet that powers every
future upsell.

Fungible spend A platform pool with a per-SKU rate card and free
reallocation across meters

No meter's commitment outlives its
usefulness.

True-down rights Commit reductions at anniversaries as governance and
architecture improve

The engineering campaign continues;
the contract must follow it down.

Rate locks and caps Committed rates held for the term; renewal uplift
capped 0 to 5% across SKUs

The platform's price list moves; your
exposure should not.

Billing mechanics stated Percentiles, measurement windows, allotments, and
exclusions documented per SKU in the order

You cannot govern a meter whose
rules live in a help page.

Usage telemetry and alerts Consumption visibility by SKU, team, and environment,
with alerting, contractual

Governance runs on data both sides
see.

SKU exit rights Individual products droppable at renewal without
repricing the remainder

Twenty meters stay twenty decisions.

Price hold on growth New SKUs, hosts, and volumes at contracted rates for
the term

Growth at list is the uplift nobody
approved.

Environment terms Non-production monitored at reduced tiers or rates,
stated explicitly

Staging at production prices is the
quietest line in the bill.

M&A and divestiture language Affiliates at contracted rates; carve-outs reduce the
commit without penalty

Corporate change moves hosts, not
prices.

Exit and data terms Dashboards, monitors, and historical data exportable;
transition cooperation defined

The portability posture deserves a
contractual floor.

6A. WHAT THE ENDGAME LOOKS LIKE: A WORKED DEAL SHAPE
The illustrative $3M estate from Section 3.1, closing into Datadog's December year end. Numbers rounded for structure rather
than quotation:

LINE WALK-IN (DATADOG'S FRAME) SIGNED (PREPARED BUYER) HOW IT
MOVED

The
commit

$3.4M: usage-supported growth on the sprawl ~$1.8M on the held baseline, corridor priced Four
months of
engineering

Logs $1.2M, indexing 90% of ingest ~$660K: exclusion defaults, tiered retention The log
architecture

Custom
metrics

$400K of unmanaged cardinality ~$150K, governed, with linting in the pipeline The
cardinality
audit

The
mechanics

Overage at premium; spend trapped per SKU Overage at committed rates; pool with reallocation and true-downs The
inversion,
held
through
rounds

Posture Proprietary agents, priced as captive Open standards by policy, two tiers moved, priced as mobile The
portability
program

Net effect The meter farm, compounding annually Bill down ~40%, mechanics tamed, baseline owned Nine
months,
aimed at
December
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7. THE MISTAKES THAT COST MILLIONS

Negotiating the sprawl instead of engineering it. A discount on un-governed telemetry is a discount on waste. The campaign
comes first, always.

Committing to the peak. High-water mechanics memorialize your worst month. A commit sized to an incident pays for that
incident all year.
Indexing everything ingested. The majority of most log bills, for data nobody searches. Exclusion is a default, not a cleanup.

Letting cardinality run wild. Every casual tag is a billable series forever. The audit finds six figures in estates that never
looked.
Accepting the overage premium as physics. It is a clause, and the counter-clause, overage at committed rates, is granted to
buyers who ask with a file.

Committing per SKU with no reallocation. Twenty separate predictions, each punished separately for being wrong. Pool it.
Monitoring staging like production. The quietest premium in the estate, paid monthly, approved by nobody.

Staying proprietary by inertia. The instrumentation decision is the negotiation. Open standards, adopted incrementally,
reprice every renewal that follows.

THE FINAL WORD

Datadog's genius was making observability effortless to adopt and effortful to govern: twenty meters, each reasonable alone,
each growing with ordinary engineering behavior, summed into a bill that arrives with its own explanation and its own solution,
a bigger commit. Decline the frame. The bill is an engineering artifact: govern the logs, cap the cardinality, right-size the
environments, shape the peaks, and hold the baseline until it testifies. Then sign the commercial layer that keeps it: the baseline
commit, the priced corridor, overage at committed rates, fungible spend, true-downs, and the mechanics in writing, closed in
the December window their calendar shares with your change freeze. And instrument on open standards as you go, because the
estate that can point its telemetry anywhere is the estate whose renewals stay boring forever. The meter farm only harvests
fields nobody owns. Own yours.

Where benchmarking fits. Every tactic in this playbook sharpens against one input: the effective per-unit rates by SKU at your
scale, the overage and reallocation terms, and the commit structures comparable enterprises actually signed. The target rate
card, the realistic corridor, the caps peers achieved: all of it is benchmark data applied at the right moment. Bring the market's
numbers to the table, and Datadog negotiates against the market instead of against your telemetry's history.

Prepared by Vendor Benchmark LLC. Figures marked illustrative are for calculation structure; SKU packaging, billing mechanics, and rates change
frequently, so verify everything against current documentation and your own agreements. This document is general negotiation guidance, not legal
advice.

Confidential | Vendor Benchmark LLC | Datadog Negotiation Playbook Page 7


