
Cloud computing finance: just hype?

Adopting cloud computing seems like a no-brainer just like renting a car. Without all the expenses of full insurance, maintenance and 
repairs (to say nothing of the time it takes to perform them) surely a lower fixed cost is better?

Executive summary

Cloud computing is promoted as the saviour of the ICT infrastructure world, 
and it can certainly save you considerable time, money and effort. But like 
anything in life, there’s fine print, and that’s where you can get stung. Be aware 
of your needs and limits and reap the benefits with none of the risks.

The immediate benefit seems obvious. Cloud computing essentially means you’re 

renting someone else’s computers to process your data, so you don’t have to buy your 

own – a saving that’s pretty much immediate.

 Digging deeper however, reveals more. Depending on certain aspects of your business, 

there might be less of a business case in moving your workload off-premise. If you’re located 

in a rural location away from mainstream internet access or offer a large scale file sharing 

system, savings might not be so readily realised.

 Certain processes and data transit needs will also call for more bandwidth between you 

and your cloud provider, which might also raise the per-period cost. A lot of providers also 

have a caveat buried in the fine print that even though sending data into the cloud is free, 

pulling it back out again costs you after a certain threshold – much like your domestic 

or household internet access.

 Whatever the potential limitations, your C suit executives are worried about them. 

79 percent of organisations in a recent survey said they were worried about the hidden 

costs of cloud computing.

It goes both ways

 As always, the best way to avoid getting tripped up with any IT expenditure is to know 

what you need to achieve, but there are some ‘trick savings’ cloud computing offers no 

matter what your industry that might even offset those costs you don’t think about at 

first glance.

 For starters, deploying your own infrastructure means buying for your organisation’s own 

maximum workload. If that only happens once a year because you’re a retailer with a big 

Christmas sale or a tax agent doing your clients’ returns in one frenzied period, most of 

your on-premise equipment will sit idle the rest of the time.

 Think it’s not costing you money while it does so? You still have to maintain, power and – 

more often than any of us want to think about – upgrade it.

 There’s also the money you could be making from up-to-the-minute systems because 

your own server or data center is out of date until the next refresh. Maybe faster computers 

would help you process orders or purchases and get them into your account faster.

 It’s in a cloud provider’s best interests to have the latest and greatest tech – often 

because it’s an important point of marketing in the pursuit for business. That translates 

to better performance, better security and less chance of downtime for you.
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 That improvement and innovation will happen in the background as a matter of course, 

so you’ll always be using the best technology there is. To return to the rental car analogy, 

you pay more for better service, but it’s a cost you can absorb over the life of the contract 

rather than being slugged with a huge equipment upgrade bill for in-house systems.

 In fact, there’s no end to the savings you’ll make when you spread them across the longer 

term of a cloud computing service – operating system software and application licenses, 

power and cooling of premises, etc.

Finding true north

 Of course, it’s not foolproof, and scope creep is a real danger when it’s so easy and 

seemingly cheap to provision cloud services – costs can add up (although, as reported on 

Tech Republic, the cloud services themselves are offering a helping hand to combat server 

sprawl through controlled pricing models).

 But if you do it right, cloud computing has the power to right-size your IT function and 

budget. It should mean the end of overspending (or panicked overspending) on resources, 

staff and equipment. You’ll only use – and pay for – just the amount of storage or compute 

that you need. 

 That means collecting together any money, time or resources you thought you needed 

for the simple running and maintaining of IT and putting them to work on new projects that 

further meet business needs.

 And just like there are hidden costs, many companies are finding hidden benefits they’d 

never counted on. A recent Forbes article mentions revenue that wasn’t anticipated, better 

internal communications and one of the biggest surprises –better security than many are 

managing on-premise.

 Plus, all the while cloud services offer better technology, faster response, more bandwidth 

and myriad othe r benefits, they just keep getting cheaper.

 The secret is to look down the road – to the next hardware cycle of five years or so – 

and plan out all the costs you can account for. Increasingly, the TCO is coming down on the 

side of the cloud, but be to be forewarned is to be forearmed. n 
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