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‘ Executive Summary

The era of monolithic, asset-heavy network ownership is rapidly becoming obsolete. Just as cloud
models disrupted IT, subscription-based network life-cycle management promises a similar
transformation. Although upfront cost savings are significant, the OpEx model yields significant
advantages beyond TCO savings: capital accessibility, increased agility, and for enterprises and
service providers, it allows them to shift from managing hardware to fueling business innovation.
This transition aligns with broader enterprise cost structures as companies of all sizes migrate to

cloud and as-a-service models.

For enterprise clients, the subscription-driven network paradigm offers both immediate and
transformative benefits. Operational costs for IT departments—long burdened by maintaining
an in-house network stack—fall in tandem with downtime from unexpected outages. Expertise
shifts from break-fix cycles to driving business strategy through technology. Crucially, subscription
models allow network capacity to expand and contract organically with the needs of the enterprise,
ending the disparity between costly legacy infrastructure and true utilization. This creates a more
predictable and dynamic cost structure, easing capital budgeting and opening new avenues for

strategic IT investment.

Enterprises & SLED: From Operational Burden to Fiscal Precision

Enterprises and SLED organizations are saddled with bloated IT budgets and labyrinthine
technology stacks. Legacy network ownership demands ongoing investment, yet rarely aligns
neatly with true utilization. Subscription models address and correct this issue. Expenditures
become predictable. Internal teams shift away from low-margin reactive network management
toward value-creating IT services aligned with the mission of the organization. In the case of

constrained budgets, especially within the public sector, subscription-based networking enables
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organizations to right-size infrastructure and align spend with actual use offers. Crucially, this
simplicity does not mean sacrificing innovation; subscription providers often deliver cutting-

edge features more rapidly and seamlessly than is available with in-house management.

It is tempting to frame this transition in terms of IT cost-cutting. Yet, the long-term implication
is more than efficiency; it is transformation. This new paradigm compels both enterprises and
service providers to view the network not as a fixed cost but as a leverageable asset capable of

generating both innovation and enhanced return on investment.

Within the SLED sector, procurement cycles driven by multi-year budgets create friction
between technological necessity and fiscal reality. Network life-cycle management subscriptions
streamline this process, offering predictable expenditure that scales precisely to demand. Where
mission-critical services are paramount, Al powered predictive maintenance delivers tangible
benefits, for example, outages related to voter registration systems, emergency communications
or educational platforms diminish. With security challenges facing local and state governments
growing, the outsourced expertise that comes under many subscription models offers a proactive

defense far beyond what all but the largest SLED organizations can maintain independently.

Embracing Change: The Future Is Subscription-Based

To innovate and secure a competitive edge in the rapidly evolving digital economy, businesses
must reimagine their network infrastructure and adopt new models. When it comes to network
management and transformation, the direction today is clear: Reassess your network
strategy to capitalize on the benefits of flexibility, scalability, and operational efficiency
of the OpEx subscription model today.

The Case for OpEx

The enterprise and service provider sectors are undergoing a fundamental change in their
approach to infrastructure expenditure. The capital-intensive model, loaded with upfront
investment and costs in hardware and software, is increasingly ceding ground to a more dynamic

operating expense model. This subscription-based framework promises enterprise and service
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providers a host of transformative advantages over immediate cost savings. The future is not just
about adapting; it is about leading with agility and foresight. To achieve this, businesses must

examine:

+ Financial Realities: Capital expenditure (CapEx) models lock providers into cycles of
procurement and depreciation. OpEx subscriptions enhance predictability and align cash

flow with actual network utilization.

o Efficiency Redefined: Automation is an OpEx cornerstone. Streamlined management
and provisioning lower personnel costs. Expertise is outsourced to providers that benefit
from both specialization and scale. Reliability increases as networks move from reactive
troubleshooting to proactive health monitoring. Efficiency associated with a consistent
model design results in no more snowflake deployments. Standardization benefits the
customers as the subscription base grows. The result is a larger number of customers all

operating under a single baseline configuration.

¢ Security asanAsset: Cyberthreats necessitate constant vigilance. OpEx providers assume
much of this burden, spreading expertise and technology investment across an entire
customer base. This exceeds the in-house capability of all but the largest enterprises and

service providers.

o Scalability Unchained: Meeting sudden surges in traffic or launching new services under
CapEx can be prohibitively slow. OpEx offers near real-time elasticity, supporting fast

responses to shifting markets or competitive threats without overprovisioning hardware.

o Performanceas Opportunity: Providers offeringironclad SLAstied to OpEx subscriptions
enable SPs and vendors to provide a new tier of premium, high-reliability services to their
enterprise customers. This drives top-line growth, not just cost reduction, resulting in both
SPs and enterprises that consume these subscription services benefit from vendor-backed

service guarantees.
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Smoothed Expenses

OpEx models ensure a predictable and
consistent outlay, aligning expenses closely
with actual network utilization.

Automation as the Cornerstone

The emphasis on automation within the
OpEx model reduces the need for manual
intervention, lowering operational costs and
minimizing human error.

Elastic Network Capacity

OpEx subscriptions enable networks to
scale in real-time, addressing the dynamic
needs of businesses without the traditional
constraints of physical infrastructure.
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Capital Expenditure vs. Operating
Expense

Transitioning from CapEx to OpEx models
allows businesses to operate with greater
financial flexibility and strategic agility.

Proactive Cybersecurity

With the burden of cybersecurity shifted
to providers, businesses benefit from a
comprehensive defense mechanism that is
both scalable and robust.

Enhanced Service Levels

Providers committed to stringent SLAs
under the OpEx model empower businesses
to deliver superior, reliable services.

Planning &
Procurement Deployment Operations Optimization Decommissioning
Greater agility in aligning  Accelerated rollout Shift from low-margin  Networks dynamically Outsourced data
network capacity with with preconfigured tasks to strategic value right-size, reducing security and
business needs solutions creation overprovisioning equipment disposal

Figure 1. The Strategic Implications of OpEx Subscriptions

NetworKk Life-Cycle Transformed: Subscription Models and New Economics

The management of sprawling networks follows a well-defined life cycle, encompassing planning,

deployment, operations, and ultimate retirement. Traditionally, these phases have been constrained

by asset-heavy models with substantial sunk costs, which hinder innovation. The emergence of

subscription-based network life-cycle management disrupts this long-standing approach.

Stage in Life Cycle Management

Planning, Design, and Procurement Agility becomes a central tenet in this phase. Freed

from the constraints of inflexible hardware investment,
subscription models allow near real-time alignment of

network capabilities to dynamic business requirements.
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Critically, this right-sizing extends to innovation cycles;
cutting-edge capabilities can be added in increments
without the financial and operational hurdle of major
CapEx spending.

Staging, Deployment, and Configuration Systemic inefficiencies inherent in traditional procurement
and integration are alleviated in the subscription
approach. Standardized, often cloud-based solutions
reduce both deployment time and the risk of costly errors.
This accelerates service velocity, not merely a technical
advantage but one that may prove decisive in capturing
emerging market opportunities.

Daily Operations A focus on automation is central to subscription network
life-cycle management models. Managed services offload
time-consuming monitoring, upkeep, and security
tasks. This lowers direct operational expense while also
allowing internal teams to pursue new value-generating
initiatives. Proactive maintenance enabled by providers
shifts operations from reactive troubleshooting to one
minimizing unplanned outages, a key to customer

retention.
Ongoing Optimization and Capacity Traditional CapEx models force a focus on peak capacity
Management to accommodate future growth. This leads to waste, with

infrastructure sitting idle much of the time. Subscription
models allow true elastic sizing, matching network
resources precisely to demand. This preserves capital
without limiting scalability and can have a transformative
impact on long-term profitability. Under any aaS model
the vendor us naturally incentivized toward meeting and
exceeding its service guarantees to maintain renewals and
to promote growth. Customers are the beneficiaries as they
receive continuous optimization to ensure that services are
always strong.
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Retirement and End-of-Life Processes Managing legacy technology carries costs well beyond
balance sheet depreciation. Shifting this burden to
subscription providers minimizes administrative overhead
while maximizing the likelihood of stringent data
security practices and ethical, environmentally conscious
equipment disposal.

Strategic Imperative Although cost advantages loom large, adopting
subscription network life-cycle management models
transcends fiscal metrics. These models reshape the very
DNA of telecom/enterprises, transforming them from
keepers of expensive asset bases to dynamic engines of
customer-focused innovation. In the fiercely competitive
landscape, such shifts are not mere optimizations; they are
survival tactics.

Table 1. Life-Cycle Stages

Metric Traditional Ownership  Subscription (OpEx) Notes
(CapEx)

Upfront Spending High Low Predictable fees replace
large outlays

Hardware Management Internal Teams Outsourced Frees staffs for mission-

Burden critical work

Agility (New Feature Months-Years Weeks-Months May provide critical market

Rollout) advantage

Downtime Risk Moderate-High Low Al driven, predictive
approach

Figure 2. TCO and Decision-Making

TCO and the Transformation of Network Ownership

Evaluating the economics of competing network management models transcends simplistic

CapEx versus OpEx comparisons. A rigorous total cost of ownership (TCO) analysis reveals a far
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more nuanced landscape, where subscription models disrupt assumptions and impact everything
from operational efficiency to the strategic use of capital. Service providers and enterprises need
to shift their mindset from simple TCO based on CapEx to doing a complete analysis that includes

CapEx and OpEx.

o Shifting the Capital Paradigm: Traditional infrastructure ownership entails high
CapEXx, sunk costs tied to hardware and software. Subscription models shift this burden
onto providers. Initial outlays are replaced by predictable OpEx based service fees. This
enhances budget forecasting and frees capital for alternative, potentially revenue-

generating services.

+ The OpEx Dissection: Superficially, subscription OpEx may appear higher. However,
deeper analysis uncovers savings. Automation takes center stage, minimizing low-margin
labor costs. Providers can streamline maintenance, while their buying power can drive
down vendors’ costs. Unexpected and costly outages are infrequent as providers focus on

proactive system health.

o Capital at Work: Beyond the accounting balance sheet, the time value of money must
be considered. Capital sunk into depreciating hardware generates no new income. The
subscription model preserves this capital, empowering firms to invest in growth areas with

a potentially higher return than their upkeep of their networks would otherwise provide.

+ Reshaping Operations: A subscription model does not merely change how service
providers and enterprises pay; it changes how they work. Personnel formerly tied to
troubleshooting and repairs are freed for strategic initiatives. Highly specialized network
talent now commands a premium; subscription models mitigate the need for huge numbers

of in-house experts.

Total Cost of Ownership Analysis: Subscription-Based Model vs. Traditional

Equipment Procurement

In the evolving landscape of network management, ACG Research has conducted extensive
analyses across various enterprises and service providers worldwide. This research delves into

the economic implications of adopting a subscription-based model compared to traditional
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equipment procurement. The findings underscore a paradigm shift, revealing
that transitioning to a subscription model is not merely a trade-off but a strategic

advantage, fostering a win-win scenario for organizations.

Operational Efficiency and Cost Savings

The subscription model inherently elevates OpEx, vyet this increment is
counterbalanced by substantial operational efficiency gains. Such improvements are pivotal,
as they not only mitigate the rise in OpEx but often result in net savings. The crux of this
model’s advantage lies in its capacity to liberate capital and repurpose staff toward more
strategic, value-adding activities. By moving away from being custodians of costly,
depreciating equipment, service providers and enterprises transition into agile entities

capable of adapting swiftly to market demands.

TCO Savings: A Size-Dependent Spectrum

ACG Research’s models indicate that the total cost of ownership savings for companies
adopting the subscription model can vary significantly. This variation is largely
dependent on the company's scale and operational scope. Notably, OpEx savings are
attributed primarily to the automation and Al-driven networking enhancements integral to

the subscription services.

Key Areas of OpEx Reduction
This significant saving is attributed to efficiencies gained across various aspects of

network management in an organization that has adopted a subscription-based model

over traditional procurement methods.
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Figure 3. Components of the OpEx Savings

1. Reduction in Network Related IT Tickets: The subscription model likely includes
advanced support and proactive monitoring, which reduces the occurrence of IT issues
that need ticketing. The reduction in IT tickets not only cuts costs directly associated with

handling these tickets but also implies a more stable and reliable network environment.

2. Reduction in Network Operations Burden: With the subscription service taking over
many of the routine operations, the company's in-house IT staff can focus on more strategic
tasks. This shift from operational tasks to strategic initiatives can significantly improve

productivity and operational effectiveness.

3. ReductioninDesign and Configuration: The subscription model often comes with pre-
optimized configurations and streamlined design processes. This can result in significant
time savings during network setup and ongoing adjustments, reducing the time and cost

of these activities.
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4. Hourly Cost for Network Operations: Savings in this area suggest that the subscription
model allows for a more efficient use of time, possibly due to automation and better tooling,

resulting in a lower cost per hour for network operations.

5. Annual Hours of Network Operations per AP/Switch: The efficiency of the subscription
service means that less time is needed per access point or switch for annual operations,

which in turn leads to lower costs in maintaining the network infrastructure.

6. Hourly Cost for Network Design and Configuration: Similar to the operational cost, a
reduction in the hourly cost for design and configuration is likely due to the streamlined
processes and potentially the use of Al-driven tools that make network setup and changes

quicker and less labor-intensive.

7. One-Time Hours of Network Design and Configuration per AP/Switch: By reducing
the one-time hours needed for setting up each access point or switch, the organization
saves on the initial investment in time, which can be quite significant, especially for larger

networks.

8. Annual Increase in Operational Cost: The typical year-over-year increase in operational
costs can be mitigated through the subscription model's efficiencies, possibly due to the

inclusion of upgrades and maintenance within the subscription fee.

9. Annual Network Related IT Tickets per User: The frequency of IT issues encountered
by users on an annual basis is reduced, which can lead to higher user productivity and

satisfaction.

10. Cost per Network Related IT Ticket: The reduction in the cost per IT ticket could be
attributed to quicker resolution times and possibly fewer escalations due to the expertise

provided by the subscription service.

The interconnectedness of these elements suggests a comprehensive and multi-faceted approach
to cost-saving within the subscription model. This model provides a scalable solution that not
only reduces upfront capital expenditure but also optimizes ongoing operational costs, ultimately

leading to a leaner, more focused, and financially efficient operation.
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Transformative Impact

The transition to a subscription-based model in network management heralds a transformative
impact on the operational and economic landscape of service providers. By significantly
reducing operational complexities and costs, these organizations are better positioned to focus
on innovation, market responsiveness, and strategic growth. The TCO savings, particularly in
OpEx, underscore the tangible benefits of embracing automation and Al in networking, marking

a strategic shift from traditional equipment procurement to subscription-based models.

The subscription model represents a forward-looking approach, enabling companies to become
more nimble market players by reallocating resources from equipment maintenance to strategic
initiatives. This shift not only enhances operational efficiencies but also generates substantial

cost savings, thereby redefining the economic contours of network management.

Innovation Driving Cost Optimization: AI, Automation, and the Reshaping

of Network Management

The emergence of Al networking?! signals more than the layering of a trendy technical concept
onto existing processes. Al driven network management transforms enterprises’ and SLED
labor models. The model redirects specialists, who were dedicated to troubleshooting, toward
deploying new services with an agility traditional models simply cannot match. Routine tasks
are handled by autonomous systems. The definition of what constitutes a network engineer will

subtly shift, prioritizing insights and strategy over low-level troubleshooting.

Reliability benefits extend beyond simple reduction in errors. Al networks can self-diagnose,
often isolating flaws in vendors’ code or obscure interactions well before a human-driven alert
system would even register them. The outcome? Not only fewer issues for IT staff as these issues
are ultimately the responsibility of the subscription provider, but also an improved end-user

experience on all levels. In industries where a few minutes of downtime translate into lost revenue

1 The term Al networking remains fluid. Defining it broadly ensures your analysis avoids appearing anchored to one specific solution set.
Emphasizing the overall outcomes, self-optimizing networks, reduction in IT labor burdens, heightened security, keeps the focus on the

transformative nature of the technology.
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or public disruption, Al networking is a prerequisite, not a luxury, for survival in an increasingly

complex and competitive market.

The threat landscape today evolves swiftly. Al networking platforms analyze traffic patterns,
users’ behavior, and data flows to uncover anomalies indicative of breaches in real time. Coupled
with automated remediation workflows, these systems significantly blunt the impact of future
attacks. As enterprises are impacted by more regulatory and risk burdens for data, this smart

shield will increasingly become a competitive necessity.

These innovations, woven into the subscription-based network life-cycle model, provide more
than incremental gains. They restructure the way service providers and enterprises do business.
Undifferentiated heavy lifting, maintaining

When it comes to network management ,oing infrastructure, is eliminated. SPs can focus

and transformation, the direction today on delivering a compelling customer experience
is clear: Reassess your network strategy driven by areliable, adaptable network backbone.
to capitalize on the benefits of flexibility, As AI and automation redefine nearly every

scalability, and operational efficiency of the industry sector, it is through such a strategic shift
OpEx subscription model today. that SPs remain not just relevant but essential

within the broader economic landscape.

The Subscription Economy: A New Model for Network Management

Network management is moving from asset-heavy network ownership to a model that espouses
flexibility, scalability, and, crucially, a more dynamic alignment with contemporary business

practices. The following are key insights:

Model for Network Management

Capital Liberation Businesses are transitioning away from capital-intensive
models to OpEx subscriptions, unlocking capital for strategic
investments.
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Operational Efficiency Automation and outsourced expertise underpin the OpEx model,
enhancing operational efficiency and reliability.

Security Enhancement The OpEx framework facilitates a proactive approach
to cybersecurity, leveraging the collective expertise and
technological expertise of service providers.

Scalability and Performance OpEx subscriptions offer the elasticity needed to respond swiftly
to market demands without the encumbrance and limits of
traditional procurement cycles.

Table 2. Model for Network Management

Navigating the Future Today

By adopting the OpEx subscription model, businesses are not merely adapting to a new financial
framework, but are also reimagining the foundations of network management. This transition
represents a strategic evolution from being custodians of infrastructure to becoming dynamic
orchestrators of technology, where the network is leveraged as a pivotal asset to drive

innovation, operational excellence, and competitive advantage.

For service providers the discussion is about margin gained. For enterprise or SLED
the focus is agility and cost optimization. As the digital landscape continues to evolve, the
choice for enterprises and service providers is clear: adapt to the OpEx model and thrive in

the new economy or remain tied to outdated models and risk obsolescence.

“The path forward, illuminated by the promise of greater agility, security, and efficiency, is
compelling—a testament to the transformative power of the subscription economy in the
realm of network management.” Ray Mota, ACG Research
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