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From CapEx to OpEx: How Network-as-a-
Service (NaaS) Shifts the Financial Burden of

Networking
By: Rishit Lakhani

As network connectivity becomes as vital as electricity,
modern enterprises are turning to Network-as-a-Service
(NaaS) to meet the demands of a fast-paced digital economy. » ,
Offering flexible, efficient solutions, NaaS enables @& he/
organizations to treat network infrastructure as a utility —
essential, scalable, and subscription-based.

According to a market.us report, the global NaaS market was valued at $14.6 billion
in 2023, with projections reaching $115.7 billion by 2032. This article delves into
how NaaS helps businesses cut upfront costs, adapt to shifting demands, and
optimize network resources to support growth and operational efficiency.

The Traditional CapEx Model in Networking

Network infrastructure is a critical asset, but traditional capital expenditure (CapEx)
models often struggle to meet the needs of fast-paced businesses. The CapEx
approach involves substantial upfront investments across resources, making it
challenging to maintain financial flexibility. Primary cost components include
hardware, software, and maintenance.
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Category Description

Physical equipment like routers, switches, and access points required
Hardware to establish a network. These investments are costly and often

depreciate quickly.

Licensed applications for network management, monitoring, and
Software security. Software investments can add up and require ongoing
updates to stay current.
Continuous expenses necessary for repairs, upgrades, and technical

Maint .
aintenance support to keep the network running smoothly and securely.

Typical categories of CapEx costs in networking, including hardware, software, and maintenance.
click to enlarge

Beyond these financial implications, CapEx in networking introduces operational
challenges. For example, the high initial outlay ties up resources that could be
allocated to core business needs or innovative initiatives. Moreover, equipment
quickly depreciates in value, and technology evolves rapidly, resulting in frequent
upgrades to avoid obsolescence. Limited scalability also restricts responsiveness;
expanding the network typically requires acquiring additional hardware, a process
that incurs delays.

Impact on Agility

In a market where agility is key, the CapEx model poses considerable drawbacks.
Lengthy procurement and deployment cycles hinder network scalability, making it
difficult to adapt to seasonal demands, shifts in technology, or evolving market
requirements. As a result, organizations often operate with less flexible, less
responsive network infrastructures.

Drawbacks Description
High Initial Requires substantial upfront investment, tying up capital that could
Costs otherwise fund growth initiatives.

Hardware and software lose value over time, leading to diminishing
returns on investment,
Rapid technology advancements make equipment outdated, requiring

Depreciation

l n L
Obsolescence frequent and costly upgrades to maintain performance.
Limited Expanding the network requires additional hardware purchases, which
Scalability can be slow and disrupt operational agility.

Key drawbacks of the CapEx model, including high initial costs, depreciation, obsolescence, and insufficient
scalability.

click to enlarge
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Network-as-a-Service (NaaS): The OpEx Advantage

NaaS offers a transformative alternative to the CapEx model. A cloud-based
solution, NaaS delivers network services on a subscription basis, converting large
capital outlays into predictable operating expenses (OpEx). This shift allows
companies to pay only for what they need, without the burden of initial
infrastructure investments. By moving network costs to OpEx, organizations can
better manage their capital and quickly adapt to changing network demands. A
core benefit under the NaaS model is financial flexibility in a pay-as-you-go
structure. Network expenses are tied toconsumption, giving businesses the
freedom to adjust their network resources as needed. This flexibility enables
companies to efficiently scale their networks, manage costs, and focus on
innovation instead of infrastructure.

Benefits of Network-as-a-Service (NaaS)

Network-as-a-Service (NaaS) offers a range of transformative benefits that address
the limitations of traditional networking models, providing businesses with
enhanced flexibility, improved cash flow management, and the latest technology
without the need for ongoing, costly upgrades. Here’s a look at the key advantages
of NaaS.

1. Improved Cash Flow Management. By shifting from unpredictable capital
expenses (CapEx) to a subscription-based operational expense (OpEx) model, NaaS
enables organizations to streamline budgeting and alleviate financial strain.
Predictable, ongoing costs replace large upfront investments, freeing up cash flow
for strategic areas of the business. This OpEx model ensures that funds are available
for innovation and growth rather than being tied up in network infrastructure.

2. Access to Always Current Technology. With NaaS, businesses can eliminate the
risk of outdated hardware and software, as providers ensure continuous access to
the latest technology. Automatic updates are built into the service, so companies
always operate on the most current systems without the need for disruptive
upgrades or hardware refresh cycles. This model ensures seamless integration of
new advancements, enabling organizations to stay competitive and up-to-date.

3. Ability to Redirect Capital and Resources. By minimizing the need for routine
network management and large capital investments, NaaS allows businesses to
reallocate resources toward innovation. With capital freed from infrastructure,
companies can invest in research and development, product enhancements, and
growth initiatives. IT teams, relieved from maintenance tasks, can focus on
strategic projects that drive long-term business value and align with organizational
goals.
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4. Democratizing Cutting-Edge Technology. NaaS democratizes access to advanced
networking capabilities, allowing companies of all sizes to leverage high-
performance features. Key technologies that Naa$S brings to the forefront include
Zero Trust Security architectures, Al-driven network optimization, advanced micro-
segmentation, and edge computing integration. By providing access to these
capabilities, Naa$S enables businesses to remain agile and competitive.

5. Empowering Network Professionals from maintenance to innovation. Contrary to
earlier fears of job displacement, NaaS is elevating the role of network
professionals. By offloading routine tasks, NaaS frees engineers to engage in high-
level network design, develop innovative solutions, focus on security strategy, and
drive digital transformation initiatives. This shift allows network professionals to
play a more strategic role in advancing business objectives.

Considerations for NaaS Implementation

Choosing the right NaaS provider requires a focus on service quality, security, and
operational efficiency. Key factors to consider include:

o Service Level Agreements (SLAs): Look for strong SLAs covering uptime,
response times, and issue resolution to ensure network reliability and
minimize disruptions.

o Compliance and Data Security: Ensure the provider meets industry standards
(e.g., HIPAA, GDPR) with robust security protocols to protect sensitive data
and maintain regulatory compliance.

o Deployment Speed: Opt for a provider with fast deployment capabilities to
support agile expansion and reduce downtime, especially in time-sensitive
scenarios.

o Enterprise-Grade Equipment: High-quality, enterprise-grade hardware
ensures performance, security, and reliability, supporting demanding
workloads and critical operations.

o Al-Driven Operations (AlOps): Providers with AlOps can proactively manage
the network, resolve issues before they escalate, and deliver real-time
insights, enhancing efficiency and resilience.

By shifting network costs from CapEx to OpEx, NaaS enables organizations to stay
agile, competitive, and ready to meet changing demands. As flexibility and cost
efficiency become business priorities, NaaS is emerging as a vital model for network
infrastructure. Offering SLAs, scalability, financial predictability, and powerful
technical features, NaaS is setting a new standard for network management in the
digital age.
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