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Loud Voices versus Important Ones  

Technology hype cycles can drive a whole 
industry to listen to the loudest voices in the 
market, not necessarily the important ones. 
With 5G now at the top of its hype, this isn’t 
any different. 5G offers many technical 
benefits, such as a distributed architecture 
and a Software Defined (SD) cloud-based 
approach, independent of the underlying 
hardware. Yet, it still remains another G.  

Will 5G actually increase ARPU?  
McKinsey surveyed 46 operators globally to 
come to the conclusion that the business 
case and economics of 5G are still unclear. 
Roughly 60 percent of Communication 
Service Providers (CSPs) indicate struggling 
with the numbers or finding use cases that 
create substantial new revenue streams. This 
indicates that it is highly unlikely that 
consumers or enterprises will be willing to pay 
more for a faster, sophisticated pipe only.  
Where 4G didn’t move the needle to protect 
ARPU levels (see STL Partners analysis below), 
what are the odds that 5G will bring 
revolutionary change as the glossy marketing 
slogans claim?  
Over the last decade the number of 

telecommunications infrastructure suppliers 
was decimated to a handful of key global 
telecommunication equipment suppliers 
(Nokia, Ericsson, Huawei, ZTE), impacting  
further the potential to differentiate offerings 
based on technology only. In other words, 
when everybody buys the same and does the 
same, the impact is at best 0, but will more 
likely generate price wars that result in 
downward revenue spirals till the market 
bottoms out.  

Rising Costs 
Surprisingly, while 5G promises to bring costs 
down, a staggering two-thirds of the 
operators expect capital-expense-to-sales 
ratio to go up. 
Only 11 percent see 5G as a technology that 
reduces industry capital expense. 5G indeed 
promises impressively low latency and high 
data transport rates (100X faster), yet existing 
networks are not designed for this increase in 
bidirectional data traffic. This impacts the low 
latency promise of 5G and the overall costs 
for the CSP. Beyond the rise in capital,  
operators also expect an increase in 
operating expenses. 
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Barriers of Entry through Service Innovation 
Historically, operators create 
service innovation through 
investments in network capex 
to build barriers of entry 
through infrastructure that 
shields off other players to 
enter the market.  
This capex-only based model 
was consistently disrupted 
over the last 10-15 years 
through the delivery of 
innovative services that are 
network independent and 
that can freely ride on top of 
operator’s networks.  
The shift in value creation, 
through low infrastructure-
based agile service 
innovation, turned platform 
players overnight into the 
digital juggernauts that drive 
much of the digital economy today.      Source: STL Partners Analysis 

However, market conditions are currently again at an inflection point that swing market power 
from global to local. This creates the opportunity for CSPs to build a unique strategic advantage 
by combining infrastructure capabilities with service innovation. CSPs can use this market 
momentum to launch a new trajectory, but can CSPs see this opportunity?  
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There is no Killer App 
CSPs operate business models that are linear 
and predictable (see also Thought 
Leadership: The Digital Innovation Playbook).  
These type of business case cycles work well 
in a business context which is predictable and 
which aims to deliver incremental changes to 
an existing business.  
The caveat with this modus operandi is that 
today’s new opportunities require new 
capabilities and an openness to new ways of 
thinking beyond the traditional corporate 
boundaries without full visibility of what the 
results will look like.  
Novel use cases can be hard to predict or 
might simply not seem big enough at first sight 
and are therefore easily dismissed. 
Killer apps today come in many long tail forms 
and shapes and require an industry specific 
focus, a deep understanding of user profiles 
through data and an extreme fine-grained 
user experience design to drive frictionless 
interactions fully integrated with back-end 
systems and supply chains. Moreover, they 
require know-how of digital partnering 
strategies and revenue sharing mechanisms 
across multi-party ecosystems to create value 
for all parties in the chain.  
The long tail economy continues to grow, due 
to the myriad of cost efficient technologies 
such as AI, automation, IoT, NFV, 5G, edge, 
cloud, digital twins that amplify each other 
(network effects) and that fundamentally 
change the operational and business models 
of every industry.  
This new way of combining physical and 
digital interactions creates new types of 
largely unknown network effects that require 
better risk management techniques to deal 
with unpredictability and the side effects of 
non-linear relationships (such as API based 
innovation or ecosystem chains).  

Where Is the Edge again?  
While the industry is still trying to pin-point the 
exact location of the Edge – be this inside the 
network or a specific demarcation point 
outside the CSPs network -, the reality is that 
the Edge is not just a location that improves 
technical parameters such as latency and 
bandwidth. Edge creates an entire new 

capability for network independent service 
innovation leveraging and strengthening the 
distributed architecture of 5G. This allows 
operators to deliver network independent 
services on top of faster 5G pipes - that 
combined offer a true strategic advantage.  

5G + Edge Cloud = New 
Revenue + Lower Costs 
The point CSPs seems to miss is that edge 
cloud combined with the strength of their 
network, be this 4G today and 5G in the future 
actually changes their “infrastructure-only-
based-revenue-streams” into a location 
specific capability and distribution points that 
creates new types of long tail revenue 
streams in many locations all at once. This 
amplifies network effects.  
Perhaps understandable, since most of the 
debate around edge is currently focusing on 
edge computing capabilities only, while the 
edge needs to deliver far more than 
computing capabilities. Geopolitics around 
data sovereignty accentuate this and swing 
the pendulum back to localization due to the 
needs of data security and privacy. Smaller 
edge cloud capabilities “process” and 
“store” data locally in an edge cloud on 
premises or in country versus current 
centralized cloud models. 

How will you Operate a Million 
different Edge Locations?  
To manage this complex distributed 
architecture of many edge locations, new 
operational methods and systems are 
required. With the shift away from a 
centralized approach, intelligence and self-
management capabilities are needed in 
every edge cloud instance individually, while 
the whole is governed by DevOps capabilities 
that silently work behind the scenes to 
upgrade, maintain and check every action 
and behavior of each individual edge cloud 
in an automated way. 
With potentially millions of such edge clouds 
running in a million different locations, this 
distributed management becomes a 
conditio sine qua non to operate complex 
systems and to keep operational costs in 
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check. Current centralized OpenStack-based 
deployments will prove to be costly from an 
operational point of view and at best will 
become obsolete.  
Adding edge cloud to the 5G promise, also 
reduces the need for massive upgrades of 
existing networks, since decentralized edge 
clouds in many smaller distributed data 
centers can keep traffic at the edge. Data is 
processed and stored close to the demand 
side (the data, the application, the user or the 
intelligent thing),  turning the current 
paradigm on its head.  
Moreover, it allows operators to open up 
capabilities to enterprises and ecosystem 
business models that create new waves of 
service innovation, leveraging localization 
and long tail apps. This transition towards an 
economy driven by ecosystems that 
coordinate data-driven tasks, also redefines 
the role of CSPs into orchestrators of new 
sources of value creation and distribution. Yet, 
this assumes that operators actually see the 
swing from centralized, global technology 
players to nationally and locally organized 
long tail service innovation enablers.  

The Bottom Line 
While 5G will not necessarily move the needle 
from day 1, it will reshape the innovation 
landscape and create a new playing field for 
far-reaching innovations. It offers CSPs a 
doorway to enter a new distributed economy 
that leverages long tail business models and 
localized ecosystems. Gearing up edge 
clouds, means to create capabilities that 
deliver new services at lower costs. It offers 
CSPs the flexibility to configure edge clouds 
for various use cases to unleash the innovative 
promises of 5G.  
These new types of applications can range 
from enhanced viewing and sensory 
experiences through AR and VR content 
distribution, to highly personalized AI-driven 
health care systems, as well as nascent 
ledger-based systems that improve security 
and privacy for physical and digital 
interactions through IoT. Through partnering 
with start-ups, customers and other actors, 
CSPs can become orchestrators of 
breakthrough innovations, which need 5G 
combined with edge cloud capabilities to 
become reality. 

 

About GIG Technology 
GIG Technology is a high-growth European technology services company that delivers Edge Cloud-as-a-Service by combining advances know-
how of operating complex distributed full stack environments with its advanced G8 edge cloud software. G8 Software powers scalable, multi-
tenant, secure and distributed storage and compute resources, capable of running any type of workload at any location independently. Each 
G8 has its own standalone functionality and self-healing capability to operate in a distributed way. GIG Play Automation and Marketplace 
facilitate the deployment of applications and associated infrastructure in one go. With GIG Automation, DevOps teams can now use standard 
tools to deploy predefined application stacks. GIG is dedicated to expanding its GIG Play Marketplace with application and solution partner 
integration and reference architectures now and in the future. For more information, visit www.gig.tech. 
 


