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Vertical apps key for WiMAX markets 
Vertical applications enable WiMAX operators to connect the entire environment, 
not just people.  By Monica Paolini, Senza Fili Consulting

Vertical applications cur-
rently account for 1-2 
percent of cellular con-

nections. In our latest report, 
Bringing Wireless Broadband 
to Vertical Markets, we predict 
that they will account for 24 
percent of WiMAX connec-
tions by 2014. What will drive 
such growth?

Until very recently, cellular 
operators viewed vertical applications as a 
fragmented market that required extensive 
vertical-speci� c expertise to reach and 
generated low per-connection service 
revenues. Furthermore, even though many 
machine-to-machine (M2M) applications 
generate only minimal amounts of traf-
� c, cellular operators whose pro� tability 
crucially depends on voice services did not 
want to waste precious—and limited—ca-
pacity to serve market segments perceived 
to have thinner margins. 

As a result, the market for vertical ap-
plications is signi� cantly underserved at 
a time when the enterprises have learned 
to appreciate the potential for cost savings 
and operational improvement that wireless 
connectivity brings. 

Cellular operators, challenged by slower 

growth in subscriber numbers and ARPU 
in developed markets, have started to tar-
get vertical customers more aggressively, 
but the capacity limitations remain for 2G 
(GSM/GPRS/EDGE and CDMA) networks. 

Why should WiMAX operators care to 
address demand in vertical markets? Fun-
damentally, because WiMAX operators can 
do so in a more cost-e� ective way than cel-
lular ones can, and because  vertical applica-
tion revenue is probably the most e� ective 
way to accelerate their path to pro� tability.

Higher capacity per base station sector, 
lower cost per bit, robust QoS mechanisms, 
high levels of competition with wireline 
and wireless operators in developed 
markets—and still limited demand for 
mobile access in emerging countries—all 
contribute to make WiMAX ideally suited 
for vertical applications. 

Furthermore, in the early stages of com-
mercial deployment, WiMAX operators 
will have additional spare capacity that 
will allow them to roll out vertical services 
with very limited marginal cost. � is will 
allow them to experiment without having 
to commit large funding resources and to 
learn more about the speci� c requirements 
of vertical markets at the same time.

Other wireline and wireless technolo-
gies can (and will) support vertical applica-
tions, but the competitive positioning and 
business model of most WiMAX operators 
make it more compelling for them to ad-
dress this market more aggressively than, 
say, cellular operators.

One of the most attractive features of 
vertical applications is that they do not can-
nibalise revenues from existing retail indi-
vidual subscribers with consumer or business 
accounts. � e verticals market opens a truly 
new market, where connections do not only 
target people, but reach vehicles sensors, me-
ters, CCTV cameras, points-of-sale devices, 
video displays. � e number of such devices 
in the environment is huge—and so is the 
potential for vertical applications. 

Clearly not each device that can have a 
wireless connection will have one—and 
especially not in the next few years. But 
if only a small fraction does, the number 
of connections can grow very quickly and 
with it the steady revenue stream that 
these applications, with their long-term 
contracts and low churn, generate.

For the enterprise, justifying the busi-
ness case for a vertical application is in 
most cases quite straightforward. In some 
cases, like for surveillance applications, 
even relatively high costs in the wireless 
modem modules are easily absorbed by 
the operational savings and performance 
improvements. 

Improved performance and QoS in 
WiMAX networks will increase the con� -
dence of enterprise customers that sharing 
a public network for their applications is a 
safe, spectrally e�  cient and � nancially ap-
pealing choice, especially when compared 
to deploying and operating a proprietary 
infrastructure, even if this means losing 
some of the control on the service received. 

All these factors tied to technology 
availability and business case considera-
tions will drive an impressive growth in 
the adoption of vertical applications. But it 
will o� en be a di�  cult process for opera-
tors and enterprise to develop business 
models and business relationships that will 
bene� t both, as there are no established 
historical benchmarks to guide new deals 
and no proven business model. But the 
promise of an additional 24 percent in 
connections will prove a strong motivation 
for most WiMAX operators to devote the 
necessary resources to crack the vertical 
applications market.  

Monica Paolini is the founder and presi-
dent of Senza Fili Consulting and can be 
contacted at monica.paolini@senza� licon-
sulting.com. Senza Fili Consulting provides 
expert advisory services on wireless data 
technologies and services.
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WiMAX connections by applications by 2014
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