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Our first study concluded that UMTS/W-CDMA will provide increased capacity and, as a consequence,
lower operator costs, particularly in terms of voice.
However, to gain the full revenue potential of UMTS/W-CDMA, operators must support data.
This study examines the extent to which UMTS/W-CDMA will lower operator costs, how far operators
might reduce tariffs, and the extent to which such reductions will increase traffic, revenues, and
profits. In addition, it explores the strategies that operators might pursue to expand data revenues.
CHAPTER TWO
UMTS offers operators two key advantages. First, through its W-CDMA air-interface and new
spectrum allocation, it delivers greater capacity than does GSM-GPRS or EDGE. Second, because
of its more efficient air interface, it provides a lower cost per bit transmitted than does GSM-GPRS
or EDGE. The greater capacity and lower cost are now available through Release 99.
This lower cost will enable operators to reduce tariffs and, thereby, generate greater traffic.
Greater traffic will lead to greater revenues and profits.
Subsequent releases of UMTS will specify greater functionality and eventual migration to an all IP
network. This will stimulate more applications and, in turn, revenues.
CHAPTER THREE
Node B base stations will reduce per bit costs to 10.0 to 15.0 percent those of GSM. However, to
derive “true” costs, one must account for other network elements, customer acquisition and care,
and future declines in network hardware costs. Doing so indicates that over the next five years, the
full costs of UMTS will fall to 19.1 to 28.7 percent those of GSM-GPRS today �C or 3.5 to 5.2x less.
Such savings assume a fully loaded network. This will occur as UMTS matures �C at about the end of 2006.
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