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Analysis

Rakuten pioneers in networks and new business models

Rakuten’s network marks the most ambitious attempt to date by a 

mobile operator to adopt a fully cloud-based network infrastructure. 

This includes an open and fully virtualised 5G standalone (SA) 

core, as well as open vRAN technology, which combines Altiostar 

software with hardware from several vendors. The operator has 

also innovated in the OSS layer; it has deployed a cloud-native, 

end-to-end automation solution. Although it is too early to gauge 

the success of Rakuten’s model (the technologies used are still to 

be proven commercially at scale), its approach to network 

innovation deserves consideration by other operators. 

Rakuten’s model shows the value of developing in-house expertise 

as opposed to relying solely on vendors for network innovation. 

This enables Rakuten to differentiate through technology – for 

instance, the deployment of new services such as Rakuten Link (a 

cloud-based RCS solution). 

The model also shows the need for operators to embrace the core 

tenets of modern software development (e.g. agile delivery 

methods) as network functions move to the cloud. This allows 

teams to compress and accelerate their innovation cycles, 

exemplified by Rakuten’s plan to converge its virtual 4G core into 

the 5G SA core within 14–16 months of launch. 

Building on what it learnt deploying its network in Japan, Rakuten 

will export its network capabilities to other operators and enterprise 

customers around the world via the Rakuten Communications 

Platform. This will represent a virtual equipment ‘store’, unbundling 

network services into a ‘click and collect’ model that reduces opex 

and time to market. It echoes a move made by Finnish operator, 

Elisa, which began selling its fully automated Network Operations 

Centre to other operators in 2019. Traditionally, operators have 

bought network equipment and services from vendors. However, 

these moves highlight the possibility that operators could 

increasingly start selling to each other, driven by the need to find 

new revenue streams to offset stagnating core revenues.

What about the rest of the industry?

Most of the major operator groups, and many smaller ones, have 

also started to deploy open and virtualised network technologies. 

Although the level of progress varies across the industry, some 

operators claim to have virtualised up to 70% of network functions. 

However, despite significant investments, operators have seen 

limited impact in terms of higher profits or faster innovation in new 

applications and services.  

This reflects the difficulty of integrating open and virtual 

technologies with legacy network infrastructure – a problem 

Rakuten could face when trying to replicate its model globally. 

Whereas it could start its cloud network build from scratch, other 

operators must fit the use of open and virtualised technologies 

around their existing IT platforms and back-office systems. The 

Rakuten model is therefore more likely to appeal to greenfield 

(new-entrant) operators. For instance, a tie-up with Dish in the US 

– which has already signalled its intention to use open networking 

technologies in its network build – is a distinct possibility. 

The shift towards telecoms networks based on open 

and virtualised technologies continues to gain 

momentum. This was highlighted recently by Rakuten’s 

network launch in Japan and its subsequent plan to sell 

network capabilities to customers across the globe. 

Although it is important not to conflate open and virtual 

networks (‘virtual’ does not necessarily mean open 

interfaces), both technologies underscore the 

intention of operators to reduce vendor lock-in, scale 

networks up and down to match demand more easily, 

reduce costs and accelerate service innovation. 

Operators have stated these aims for some time, but 

progress is unclear in many cases. We look closely at 

the Rakuten model to understand the impact it could 

have on the wider landscape for network 

transformation.

Opening the cloud network: click and collect

Virtualisation and security top the 5G network agenda
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Question: Considering your 5G core and service network, which areas of investment 

are most important? Top three choices. N=100 network infrastructure decision-

makers from mobile operators.

http://www.gsmaintelligence.com/


Implications

Related reading

© 2020 GSM Association @GSMAi www.gsmaintelligence.com

Authors

• Lower network costs could translate into a competitive 

advantage – Rakuten estimates that its novel approach to 

building a mobile network reduces capex by around 30% 

compared to a traditional network deployment. This is likely 

to have enabled the operator’s decision to launch with a 

single unlimited data plan costing JPY2,980 ($28) – around 

half the price of high-end plans from Rakuten’s 

competitors. There could be a sudden realignment in 

mobile pricing in Japan if Rakuten gains traction among 

consumers, as happened with Jio in India. 

• 5G brings virtualisation to the top of the network 

agenda – Virtualisation is an important first step for 

operators looking to build their 5G business case. For 

instance, it is pivotal to network slicing, which requires 

highly flexible and programmable network infrastructure. 

Virtualisation also fits with other 5G opportunities, such as 

mobile edge computing, with virtualised network functions 

likely to be anchor tenants for edge deployments. 

• Webscalers could move in – As mobile networks 

embrace technologies pioneered in data centres, it creates 

greater opportunities for AWS, Microsoft and other cloud 

firms to exert their influence. These could become 

competitors to mobile operators in providing connectivity 

services. This is, however, more likely to occur in 

industrial/enterprise settings (such as manufacturing 

plants) rather than the broader consumer market where the 

strategic rationale for taking on the operators is weak. 

Opening the cloud network: click and collect

5G networks unwrapped: keeping an open mind

Virtual RAN gathers pace, but obstacles lie ahead

Operators

• Long and winding road to lower prices looms – With 

operators spending around $200 billion per year on network 

capex, a 30% saving (using Rakuten’s figure) across the sector 

would amount to $60 billion – equivalent to 36% of the total 

revenue from the Big 3 vendors (Huawei, Ericsson and Nokia). 

This is not a realistic prospect in the near term but underlines the 

long-term trajectory of price deflation in the equipment market.

• Webscalers look to compete – To meet the growing demand to 

shift network functions to the public cloud, webscalers are 

building up their capabilities to support operators with their 

network transformation efforts. This was highlighted most 

recently by Microsoft’s acquisitions of Affirmed Networks and 

Metaswitch. These give Microsoft significant expertise in 

software-centric 4G/5G mobile core solutions for operators, 

enabling it to better compete against Amazon and Google, which 

already offer a range of solutions in this area. It also means 

traditional network vendors will increasingly have to tread 

carefully between competing with webscalers and partnering in 

areas such as RAN and OSS/BSS. 

Established vendors

• Opportunities created in a historically closed market – The 

shift to telecoms networks based on open and virtualised 

technologies will help operators pick solutions from multiple 

vendors without lock-in. This presents a chance for challenger 

vendors to gain market share, particularly if early movers (such 

as Rakuten) are able to successfully demonstrate the advantages 

of this new approach. In turn, this will require traditional vendors 

to design products to be modular with open interfaces to allow 

easier integration.

• Challenger vendors add integration expertise – Some 55% of 

operators surveyed in our 2019 Network Transformation Survey 

claimed integration was an obstacle to introducing open source 

technologies. Challenger vendors are therefore adding expertise 

in this area to address operator concerns. For instance, Mavenir 

has announced systems integration partnerships with General 

Datatech and Goodman Networks, while Altiostar has formed a 

similar agreement with World Wide Technology (WWT). This will 

help both vendors manage hardware and software deployments 

from multiple companies in order to accelerate deployments 

based on open networking technologies.

Challenger vendors
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