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Cloud and its Uncertain Future for Businesses

Introduction:

The Cloud computing landscape is undergoing a seismic shift, one that can upend the carefully laid plans
of UK SMEs who have come to rely on its seemingly limitless capacity, flexibility and predictability. The
foundations of Cloud infrastructure are being stress-tested in ways few could have anticipated.

The perfect storm of unprecedented demand, shifting structures, and widespread resource constraints is
creating a volatile environment that will conflict with business plans and objectives, and challenge business
leaders who have staked their operational future on the Cloud.

These business challenges are as complex as they are urgent, requiring a nuanced understanding of the
forces at work and the outlook. This paper seeks to illuminate the path forward, offering insights into the
trends reshaping the Cloud landscape and its future, and the steps decision-makers must consider if they
are to navigate the turbulent times ahead.

The Trends and Pressures

The Cloud computing sector is experiencing converging forces that are reshaping its future at a breakneck
pace. At the heart of this transformation lies the explosive growth of artificial intelligence, which is placing
unprecedented demands on data centre infrastructure and energy grids alike.

The Al revolution is not merely a technological shift; it represents a fundamental restructuring of how
businesses operate and compete. In the UK alone, Al is projected to contribute £550 billion to the economy
by 2035, according to a 2024 report commissioned by Microsoft. This staggering figure is the backdrop for
the willingness of businesses and investors to pour vast resources into Al development and deployment.
However, all this enthusiasm is creating a voracious appetite for computing power and electrical energy that
already threatens to outstrip supply.

Data centres, the backbone of Cloud infrastructure, are bearing the brunt of this surge in demand. The
UK's National Grid CEO warned in March 2024 that data centre power demand is set to increase six-fold in
just the next ten years. This huge growth is putting immense pressure on power grids that are already
strained by the transition to renewable energy sources. The mismatch between the rapid rise in Al-driven
demand and the much slower pace of data centre construction and power infrastructure development is
creating a potential bottleneck that will dislocate business by undermining capacity, performance and costs.

The competition for power between data centres and other users is intensifying. As businesses and
consumers alike increase their reliance on digital services, the energy demands of the tech sector are
colliding with broader societal needs. This is occurring against the backdrop of a power grid that is
undergoing its own transformation, shifting from centralised generation to a more fragmented and
fluctuating model driven by renewable sources and increasing electrification of transport. The UK's data
centre industry, concentrated heavily in the Greater London area, is particularly vulnerable to these
pressures. Recent reports indicate that new housing projects in West London may face delays until 2035
due to data centres consuming available electricity capacity.
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its energy infrastructure are further complicated by shortfalls in electricity
storage capacity. The intermittent nature of renewable energy sources requires robust storage solutions to
ensure a stable power supply. However, the development of these storage systems is not keeping pace
with the growth in renewable generation, already leading to increasing instances of negative pricing and
grid instability.

such as 5G networks, are adding to the disruption.
These technologies promise to bring computing power closer to end-users, reducing latency and improving
service quality. However, they also introduce new challenges in terms of power distribution and
infrastructure management, further complicating the already strained energy landscape.

operations and management affects UK SMEs
particularly. The demand for professionals skilled in designing and operating flexible, scalable Cloud
systems far outstrips the available talent pool. This skills gap is particularly acute for smaller businesses,
which lack the resources to compete with larger corporations for top talent or to develop these capabilities
in-house.

demands a coordinated response from industry,
government, and other stakeholders. However, the urgency of the situation, coupled with the diverse and
often competing interests involved, makes achieving such coordination a daunting task.

is steering the Cloud computing landscape towards a future marked by
increased volatility and capacity constraints. As we peer towards the horizon, several key developments are
coming into focus, each with profound implications for businesses reliant on Cloud infrastructure.

is likely to lead to a tiered Cloud services market.
Premium, high-performance computing resources will become increasingly scarce and expensive,
potentially pricing out smaller players. This could create a digital divide where only the largest and most
well-funded organisations have access to the advanced capabilities and premium performance. For UK
SMEs, this may mean facing tough decisions about which workloads truly require which Cloud resources
and which can be relegated to more cost-effective and lower performance alternatives.

is likely to result in more frequent service disruptions and increased costs. As
data centres compete with other critical infrastructure for limited energy resources, we may see the
emergence of power-rationing schemes or dynamic pricing models that make Cloud computing costs ever
more volatile and unpredictable. This will force businesses to re-evaluate their Cloud strategies, potentially
leading to a resurgence of dedicated, private resources and even on-premises or hybrid infrastructure
models as a means of mitigating risk and controlling costs.

and 5G networks, while promising improved performance for certain
applications, may paradoxically lead to a more fragmented and complex Cloud ecosystem. Businesses will
need to navigate a landscape where data and processing are distributed across a wider array of locations
and devices, each with its own set of management challenges and potential points of failure.

is likely to persist, driving up costs and
potentially slowing innovation. This will lead to a market where managed service providers become
increasingly critical partners for SMEs, acting as a bridge to access scarce expertise and navigate the
complexities of an evolving Cloud landscape.
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may result from the urgent need for coordinated
action to address these challenges. Governments may step in to ensure fair access to resources, mandate
energy efficiency standards, or impose data sovereignty requirements. While potentially necessary, such
interventions could add layers of complexity and cost to Cloud operations.

The Implications for Cloud Users

For UK SMEs that have built their operational models around Cloud infrastructure, these trends herald a
period of significant uncertainty and potential disruption. The implications are far-reaching and demand a
fundamental reassessment of how businesses approach their Cloud strategies.

First and foremost, the era of treating Cloud resources as an infinitely scalable, always-available utility is at
an end. Businesses need to adopt a more nuanced and strategic, business-led approach to their Cloud
usage, carefully weighing the costs and benefits of different deployment models against their specific needs
and constraints. This may involve a shift towards hybrid or multi-Cloud architectures that balance the
flexibility of public Cloud services with the control and predictability of private infrastructure.

The potential for increased service disruptions and cost volatility will necessitate a renewed focus on
resilience and risk management. SMEs will need to invest in robust business continuity plans that account
for the possibility of Cloud service outages or sudden spikes in costs. This may involve maintaining
redundant systems across multiple providers or regions, or developing the capability to rapidly shift
workloads between different environments as conditions change.

The evolving landscape of edge computing and 5G networks presents both opportunities and challenges.
While these technologies offer the potential for improved performance and new service models, they also
introduce additional complexity into IT operations. SMEs will need to carefully evaluate whether the benefits
of edge deployments outweigh the added management overhead and potential security risks.

Perhaps most critically, the skills shortage in Cloud infrastructure management threatens to become a
significant bottleneck for many businesses. SMEs that lack the resources to build and maintain in-house
expertise, or do not want to divert attention away from core efforts, will increasingly need to rely on
partnerships with managed service providers to access the necessary skills and stay competitive. This shift
may require a fundamental rethinking of core competencies and a willingness to cede some control over
critical infrastructure to trusted partners.

The potential for increased regulation in the Cloud sector adds another layer of complexity to decision-
making. Businesses will need to stay abreast of evolving legal and compliance requirements, which may
vary across different jurisdictions. This could impact everything from data storage and processing practices
to the choice of Cloud providers and deployment models.

In the face of these challenges, proactive preparation is essential for UK SMEs looking to navigate the
uncertain future of Cloud computing. While there are no easy solutions, several key strategies can help
businesses position themselves for success in this evolving landscape.
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decision-makers must prioritise
the development of a comprehensive Cloud strategy that goes beyond simple cost considerations.
This strategy should be closely aligned with overall business objectives and should consider factors
such as performance requirements, data sovereignty needs, and risk tolerance. It should also be
flexible enough to adapt to changing market conditions and technological developments.

A critical component of this strategy should be the adoption of a multi-Cloud
or hybrid Cloud approach. By diversifying Cloud providers and aligning workloads and
infrastructure, businesses can reduce their dependence on any single provider and improve their
ability and agility to respond to service disruptions or cost fluctuations. This approach requires
careful planning and may involve additional complexity, but it can significantly enhance resilience
and flexibility in the long term.

Investing in energy efficiency and sustainability measures is another
crucial step. As energy costs and environmental concerns become increasingly central to Cloud
operations, businesses that can demonstrate a commitment to sustainability may gain advantages
in terms of both cost savings and regulatory compliance. This could involve optimising workloads to
reduce energy consumption, exploring renewable energy options, or partnering with Cloud providers
that prioritise sustainability.

SMEs should consider developing strategic partnerships with managed
service providers and Cloud consultancies. These partnerships can provide access to scarce
expertise and help businesses stay abreast of rapidly evolving best practices. When selecting
partners, it's important to look for those with a deep understanding of the specific challenges facing
fast-moving UK businesses.

Businesses should also invest in robust monitoring and analytics capabilities to
gain real-time insights into their Cloud usage and performance, and the direction of their
dependencies. This can help identify inefficiencies, predict potential issues before they become
critical, and inform strategic decision-making. Advanced analytics tools can also help optimise
workload placement and resource allocation across complex multi-Cloud environments.

Decision-makers must stay informed about evolving regulations and industry standards
related to Cloud computing. This may involve engaging with industry associations, participating in
government consultations, or working closely with legal and compliance experts to ensure that
Cloud strategies remain aligned with regulatory requirements.

Finally, the future of Cloud computing for UK SMEs is fraught with
challenges, but it also presents opportunities for those willing to adapt and innovate. By taking a
proactive, strategic approach to Cloud adoption and management, businesses can position
themselves to thrive in an increasingly complex and competitive digital landscape. The key lies in
remaining flexible, fostering the right partnerships, and maintaining a relentless focus on aligning
technology decisions with core business objectives.

As we navigate this period of unprecedented change, those who can successfully balance the promise of
Cloud innovation with the realities of resource constraints and regulatory pressures will be best positioned
to succeed in the digital economy of tomorrow.
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Background:

Timescales for new data centres:

The typical timeline for building a new data centre in the UK is 18-24 months from planning to
completion.

Site setup and excavation usually takes about 6 months, while building construction takes around
24 months for a major data centre project.

Grid connection delays can add 5+ years to timelines in some areas like West London.

Power grid capacity strains:

Known data centre projects in the pipeline alone require around a 5% increase in the UK's total grid
capacity.

In West London, new housing projects were at risk of being banned until 2035 due to data centres
using all available electricity capacity.

National Grid forecasts data centre power demand to increase six-fold in the next 10 years, putting
significant strain on the grid.

Data centre capacity strains:

Vacancy rates for UK data centres hit a historic low of 3% in 2024, with occupancy growing at a
30% compound annual growth rate since 2020.

Pre-leasing of data centre space stands at 84%, with nearly all existing capacity already leased.

Industry experts predict vacancy rates will approach 0% in coming years due to surging demand.

UK data centre infrastructure:

Page 5

The UK hosts the largest number of data centres in Western Europe, generating an estimated £4.6
billion in annual revenue

The UK data centre market reached £8.2 billion in 2023 and is projected to grow to nearly £13
billion by 2032.

Total data centre capacity in the UK is expected to reach 2,190 MW in 2024, growing to 3,610 MW
by 2029.

The UK accounts for 22% of Europe's total data centre capacity.
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o https://www.telecoms.com/enterprise-telecoms/data-centres-are-on-course-to-use-as-much-
electricity-as-the-eu

o https://itbrief.co.uk/story/uk-smes-face-Cloud-migration-challenges-warns-six-degrees

o https://'www.uktech.news/Cloud/uk-government-charts-course-for-huge-data-centre-expansion-after-
rule-change-20240912

o https://www.datacentredynamics.com/en/news/uk-data-centre-power-demand-to-jump-six-fold-in-
ten-years-national-grid-ceo-warns/

o https://www.ascendCloudsolutions.com/the-state-of-the-Cloud-in-the-uk-2024

o https://www.techrepublic.com/article/Cloud-trends-uk/

o https://www.crn.com/news/Cloud/2024/aws-invests-10-5b-in-u-k-to-fuel-ai-infrastructure-expansion
o https://www.n-ix.com/Cloud-computing-trends/

o https://ukstories.microsoft.com/features/ai-could-boost-uk-gdp-by-550-billion-by-2035-research-
shows/

o https://local.microsoft.com/blog/park-royal-datacentre-construction-overview/

o https://www.prsjobs.com/what-does-the-uk-data-centre-market-look-like-in-2024/

o https://kpmg.com/ie/en/homel/insights/2024/09/data-centres-in-europe-strategy.html

o https://lwww.techuk.org/accelerating-innovation/Cloud-computing/welcome-to-Cloud-week-2024 .html

o https://thelens.slaughterandmay.com/post/102jj5n/designating-uk-data-centres-as-critical-national-
infrastructurea-new-era-of-gro

o https://www.datacentredynamics.com/en/news/uk-data-centre-power-demand-to-jump-six-fold-in-
ten-years-national-grid-ceo-warns/

o https://www.capacitymedia.com/data-centres-report

o https://stratadigital.io/construction-planning-and-scheduling-of-data-centres/

o https://reports.electricinsights.co.uk/q1-2024/capacity-and-production-statistics-27/
o https://www.techuk.org/resource/uk-data-centres-digital-economy-report-2024.html

o https://www.building.co.uk/news/what-you-need-to-know-about-data-centre-
construction/5121290.article

o https://www.glenigan.com/data-centre-development-pipeline-continues-to-roll-out/

o https://www.digitalconstruction-now.com/article/179140/uk-will-lag-behind-without-the-juice-to-fuel-
data-centre-demand
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Flexiion:

We are a pure-play infrastructure support service that's 24/7 and independent of branded providers

What you get with us that is too costly and impractical on your payroll:

o Skills and experience in all the major Cloud brands and technologies, 24/7

o Specialists in Cloud in Operations at scale, which rarely exists in dev teams and is
culturally different from what they do

o Aflexible, scalable team to offload the generic workload that is necessary but diverts
resources and effort away from adding value

CloudOps delivering stability & resilience

Service examples:

Management of the Public Cloud accounts

NOC: 24x7x365 monitoring of the
infrastructure

Proactive support against any issues
identified through monitoring

Support for any additional issues via helpdesk

Update / upgrade / management of systems,
servers and system applications.

Regular audits of system settings / security to
ensure best practice.

Management of data backups

Commercial:

Support as a Service for predictability
Low cost entry point

Designed to be more economic than payroll

. Scales with the infrastructure complexity j

https://www.flexiion.com

CyberOps delivering vigilance & awareness

Service examples:
Endpoint detection & Protection
Al-based threat hunting & intelligence
Vulnerability scanning and monitoring

Domain Intelligence; including dark web,
imposter domain and SSL monitoring

Security audits; including user permissions,
network controls and configuration checks

Threat Remediation through CyberOps team
Commercial:

Support as a Service for predictability

Low cost entry point

Designed to be more economic than payroll

Scales with the infrastructure complexity

/

DE\IOPS delivering change

Service examples:

Migration to Public Cloud — AWS, Azure,
Digital Ocean, etc

Conversion from AWS to AWS/Private
Hosting Hybrid setup

Migration of web app from Windows to Linux
environment.

Build of Kubernetes cluster, including
deployment and customisation via Jenkins.

Containerising applications for deployment
from Development to Production

Cloud procurement

Commercial:
Highly flexible and scalable unlike payroll
Wider skillset than affordable on staff

Can be billed as: defined projects, a retained

service, or ad hoc
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