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The future of technology is in cloud computing, 
yet surprisingly few people know how this 

phenomenon is radically changing the way businesses 
interact with technology. In its most basic form, cloud 
computing refers to computing power delivered over 
the internet. The cloud gives users the ability to access 
and share software and data remotely over the internet 
rather than using local hardware or software. Although 
many managers are aware of the cloud’s benefits to 
operations, they have been hesitant to make the leap 
because of fears surrounding data control and security. However, 
businesses must transition to the cloud to keep up with a rapidly-
evolving technology landscape. 

Leveraging cloud computing will provide enormous productivity 
and efficiency gains. Suppliers of technological services in particular 
stand to gain through properly understanding the system and its 
implications. Corporate leaders must overcome their fears and 
embrace the cloud to remain competitive.

Why will businesses shift to the cloud?
Cloud computing can help computer-using corporations in three 
primary ways: reduced IT costs, increased flexibility/scalability and 
better worker productivity. 
Although different companies 
will benefit more from 
certain aspects, virtually all 
corporations stand to gain 
from the switch in some 
manner. 

Cloud computing can reduce 
both technology investment 
and operational costs. Instead 
of purchasing mainframes 
for storing and accessing 
data in-house, businesses can 
outsource to a cloud provider with a warehouse of mainframes that 
acts as a remote computing platform.  According to McKinsey & 
Company, many companies use only 6% of server capacity and 50% 
of overall on-premise capacity, so a centralization of computing 
resources will improve the utilization and efficiency of hardware. 
As companies shift to cloud computing, more of the IT budget will 
be spent on third-party outsourcing with a net reduction to total IT 
expenditures. A shift to the cloud also benefits businesses because 

specialized third-party engineers run the systems. These engineers 
are cloud infrastructure experts, who are better able to maximize 
service performance than isolated, internal teams.

Shifting to cloud computing will also help businesses increase the 
flexibility and scalability of their services. By paying on a per-use 
basis, corporations will be better able to handle fluctuations in 
computing power requirements. The cloud will be easier to grow, 
as there will be no incremental IT capital expenditures but simply 
increased usage fees that are directly proportional to services used 
with minimal wastage.

Devices as small as a smartphone can be utilized more effectively 
through cloud computing, as users can now access innovative soft-
ware solutions on the cloud from anywhere. The International Data 
Corporation (IDC), the premier market intelligence provider for the 

consumer technology market, 
predicts that 75% of the US 
workforce will be mobile by 
2011. Fundamentally, work-
ers will be more productive as 
they begin to take advantage 
of mobile cloud capabilities, 
such as universal access to 
customer relationship man-
agement applications. Al-
though the benefit is difficult 
to quantify, more productive 
mobile workers will translate 
into increased revenues.

Security and control concerns
The two biggest obstacles preventing rapid business adoption 
of cloud computing are security and control concerns. Forrester 
Research estimates that 50% of businesses cite security concerns 
as the primary reason for not using the cloud. Of that 50%, 65% 
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say data protection and access controls are the underlying issues. 
Many business professionals are wary of moving their entire com-
puting operations to cloud not only because they do not under-
stand how it works, but also because they have limited control over 
it. What most businesses do not realize is that they have already 
given up significant control and are heavy cloud users. The Black-
Berry Enterprise Server is a form of cloud computing, as are Mi-
crosoft Exchange and other email providers. Many corporations’ 
most sensitive information is currently being passed through the 
cloud.  Providers of cloud services can help overcome these fears 
by increasing their focus on security. For example, HP purchased 
Arcsight, a company specializing in enterprise threat and risk man-
agement. Vendors must demonstrate and emphasize security capa-
bilities to alleviate concerns.

The impact on traditional corporations
The ramifications of cloud computing differ by style and size of 
business. For large, established companies, the effect will be more 
operational than strategic. Since competitors will also be shifting 
to the cloud, the only possible 
outcome is slightly reduced 
IT costs and increased worker 
productivity. Conversely, en-
trepreneurs and small busi-
nesses stand to gain the most 
from cloud computing. In-
creased scalability and cost 
reductions can help reduce 
the operational requirements of increasing sales, enabling quicker 
implementation of new business ideas. 

Large companies will not gain a long-term competitive advantage 
from cloud computing yet adoption will be necessary to remain 
competitive. In this way, the use of cloud computing is essentially 
a zero sum game; technological advancement does not create a sus-
tainable competitive advantage when everyone has the potential to 
access it. Businesses that adopt cloud computing will realize gains 
but no single company in particular benefits more than others. Just 
as the business world as a whole became more productive with 
the invention of computers, businesses will be more collectively 
productive after transitioning to the cloud.

For entrepreneurs and small companies, cloud computing can 
significantly aid growth through its flexibility and scalability. The 
technological gap between large and small companies will be re-
duced as mass cloud computing is integrated. The cloud also has 
the potential to be one of the key drivers for technological innova-
tion, as it lowers barriers to entry for those who traditionally could 
not afford to develop technological solutions. If a company has a 
brilliant idea for a software application, the transition from idea 
to implementation is more realistic with less onerous capital ex-
penditures. For example, an independent trader who develops a 
unique trading model will not need to invest in the computing in-
frastructure to create and run the algorithm. Instead, she can rent 
the capacity for data storage, software development and software 
deployment on a per usage basis and compete on a much bigger 
scale than would be possible with local resources.

The impact on providers
The rise of the cloud will also fundamentally change the economics 
of the hardware industry. As companies use cloud services more, 

they will purchase less on-
premise enterprise hardware. 
Instead of selling mainframes 
and datacenter components 
to every company that uses 
computers, a small number 
of cloud providers will make 
purchases to power their 
clouds. With the consolidation 

of computing power, utilization will increase and serve to lower 
aggregate demand for these products. As a result, enterprise hard-
ware prices will decline significantly and yield lower margins for 
producers. This outcome is one of the reasons that companies like 
IBM and HP are diversifying their core businesses away from tra-
ditional hardware strengths. At the same time, hardware manu-
facturers have the opportunity to save costs with more uniform 
product lines, as the demands of cloud providers will likely be the 
same. Enterprise IT firms will gain from decreased customization 
but lose on pricing.

The supply of cloud computing software will come primarily from 
large corporations. Although traditional IT solutions have often 
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been provided by smaller firms, businesses with sensitive infor-
mation – that is, most businesses – will shift to larger firms with 
trustworthy track records. Large firms can also hasten product 
update cycles since any software changes can be simultaneously 
transferred to all consumers. 

Portal to the cloud
As cloud computing advances, the web browser will become the 
single most important application on a computer and the power 
of an operating system will become irrelevant. In effect, hardware, 
via the internet, will only act as a portal to the cloud. The changing 
focus of technology is most clearly seen in smartphones and tab-
lets, which are essentially portals to their application clouds. The 
importance of a lean, fast operating system is abundantly clear on 
these devices. Microsoft has produced tablets for multiple years, 
but has been unsuccessful because of their more cumbersome op-
erating systems.

In computers, Google is in a strong position to capitalize on this 
shift through their new Chrome OS operating system. The operat-
ing system is essentially a web browser that enables users to access 
and save programs such as Google Docs, a replacement for desktop 
word processors and spreadsheet applications, online. The result 
is a lean operating system built for speed. Microsoft’s incumbent 
Windows operating system is at an appreciable disadvantage: Win-
dows 7 uses 20GB of hard drive space – significantly more than 
Chrome OS uses. Microsoft is not well positioned to deliver com-
puting products that take advantage of the cloud computing shift. 
If Microsoft does not respect this shift and offer a product to com-
pete with Chrome, it could very well be the end of Windows. 

Traditional hardware and software companies must make an ag-
gressive shift to cloud-based product offerings to meet consumer 
and business demands that will fundamentally change over the 
next five years. Without this shift, companies risk becoming an-
other footnote in the long history of failed tech firms.
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