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Executive Summary

Public Cloud costs have been climbing steadily for years, but something shifted over the last twelve
months: the rate of increase accelerated. The primary driver is the industry-wide race to build Al
infrastructure — and the bill is being passed directly to customers. This paper examines why costs are
rising, questions the business case for many cloud deployments, and outlines practical steps
organizations can take to regain control of their IT budgets.

The Cloud Has Always Been Expensive. Now It’s Getting
More So.

The promise of Public Cloud was elasticity, scale, and cost savings. For many organizations, that promise
never fully materialized. The most common migration pattern — the “lifted-and-shifted” workload —
moved existing systems to the cloud without re-architecting them, delivering little operational benefit
while often doubling infrastructure spend.

Organizations that made this move typically discovered that:

e Staff headcount remained the same. Cloud doesn’t replace your IT team.

e Software licensing costs were unchanged or higher.

e On-premises infrastructure still had to be maintained during and after migration.

e Egress fees, reserved instance complexity, and over-provisioning eroded projected savings.

Now, on top of the baseline cost disadvantage, cloud vendors are raising prices — and Al investment is
the single biggest reason why.



Why Al Is Driving Up Everyone’s Cloud Bill

The major cloud providers — AWS, Microsoft Azure, Google Cloud, Oracle Cloud — are investing
hundreds of billions of dollars to build out Al infrastructure. That means GPU clusters, high-bandwidth
networking, expanded data centers, more electricity and cooling capacity, and the land and construction
to house it all.

“Capital expenditures by the four largest cloud providers exceeded 5300 billion in 2025
and are projected to climb further in 2026, with the majority directed toward Al
infrastructure build-out.” — industry analyst estimates

These investments don’t sit in a vacuum. Cloud providers are commercial businesses with shareholders
and margin targets. When their costs rise, they raise prices — and they typically do so faster than their
costs actually increase, because pricing power in concentrated markets allows it.

The result: organizations that have nothing to do with Al and have no near-term plans to adopt it are
still absorbing the cost of the industry’s Al arms race through higher compute, storage, and networking
rates.

This trend is not temporary. Al infrastructure investment is a multi-year capital cycle. Prices are unlikely
to decline materially until competitive pressure or new entrants force margin compression — and that is
likely years away.

FOMO Is Not a Cloud Strategy

Industry analysts and technology vendors have done an effective job of creating urgency around Al
adoption. The message is consistent: “Move fast or be left behind.” For many organizations, this
pressure is driving cloud commitments before there is a clear use case, measurable ROI, or
organizational readiness to execute.

The reality is more nuanced. Al has genuine transformative potential in specific domains — but most
organizations benefit from a deliberate, phased approach rather than an expensive, open-ended
commitment to cloud-based Al services. Paying for the infrastructure build-out without a concrete plan
to use it is simply a subsidy to the cloud vendors.

Ask yourself: What specific, quantified business outcome are we expecting from our
cloud investment over the next 12—-24 months? If the answer is unclear, that’s a signal
worth acting on.

Taking Back Control: A Practical Framework

Organizations concerned about escalating cloud costs have more options than they may realize. The
following steps provide a structured starting point.

1. Conduct a Workload Audit



Not all workloads belong in the public cloud. Identify which of your current cloud-hosted systems are
genuinely cloud-native (built to leverage elastic scaling, managed services, or global distribution) versus
those that were simply migrated. The latter are often strong candidates for repatriation.

2. Quantify the Real Cost of Cloud

Total cost of cloud ownership is frequently underestimated. A thorough analysis should include compute
and storage fees, egress and data transfer charges, software licensing uplift for cloud versions, the
internal staff time spent managing cloud environments, and any ongoing on-premises costs that were
never eliminated. Compare this to the fully-loaded cost of running the same workloads on modern on-
premises infrastructure.

3. Consider a Hybrid or On-Premises Return

For workloads that don’t require the specific capabilities of public cloud, repatriation to modern on-
premises infrastructure can deliver substantial and immediate cost savings. Today’s on-premises
solutions — including hyperconverged infrastructure, software-defined storage, and modern
virtualization platforms — offer the management simplicity and flexibility that originally drove cloud
adoption, without the recurring cost escalation.

4. Evaluate Private Al Options

If your organization wants to explore Al, public cloud is not the only path. Private Al deployments —
running open-source models or purpose-built Al appliances on your own infrastructure — can deliver
meaningful capability with full data privacy and predictable costs. This approach also insulates you from
price volatility in the public cloud Al services market.

5. Renegotiate Cloud Contracts

If maintaining some public cloud presence is appropriate for your organization, ensure your contracts
reflect current market conditions. Reserved instance commitments, enterprise discount programs, and
multi-cloud leverage can all be used to reduce spend. Cloud vendors prefer long-term commitments and
will often negotiate to retain customers who are actively evaluating alternatives.

Conclusion

Public Cloud has a role to play in modern IT — but that role is not universal, and it is not free. The Al
infrastructure boom has introduced a new variable that will drive cloud costs higher for the foreseeable
future, regardless of whether your organization uses Al at all.

The organizations that will manage this environment most effectively are those that take a clear-eyed
look at what they are actually getting from cloud spending, resist the pressure to treat Al adoption as a
checkbox exercise, and are willing to reconsider on-premises infrastructure as a legitimate and cost-
effective option.



Strategic IT decisions made thoughtfully today can protect your budget — and your organization’s ability
to invest in technology that genuinely moves the needle.

How Roundstone Solutions Can Help

Roundstone Solutions specializes in helping organizations navigate exactly this kind of inflection point.
We bring deep expertise in workload assessment, on-premises infrastructure modernization, hybrid
architecture design, and private Al deployment — so you can make decisions based on data and
business outcomes, not vendor marketing.

If your cloud costs are increasing faster than the value you’re getting in return, we’d like to talk.
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