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A survey of 17 global pay TV operators, with nearly 100 million active video 
subscribers as of first half of 2017, reveals the acknowledgment that linear TV 
consumption is moving rapidly to on-demand. A total of 82% of respondents rated 
the shift from linear TV to video-on-demand, or VOD as a top trend over the next 
three to five years. The rise of over-the-top, or OTT players, increased VOD content, 
multiscreen and TV Everywhere, or TVE services have all manifested as cracks in the 
foundation of the traditional broadcast TV business model. How pay TV operators 
address and accommodate this accelerating change will clearly determine their 
future success. Just as important as addressing the changing content landscape 
will be how well pay TV providers are able to monetize these new services.

Along those lines and corresponding with the need to accommodate both linear 
programming and the growing consumption of on-demand content, the demand 
from subscribers for a unified user interface (UI) across devices along with 
an intuitive way of integrating external OTT services are strong drivers for the 
transformation of their video service offerings. Currently, 82% of respondents say 
that their customers’ demand for a more unified user interface is a key guideline 
for how they need to transform their current video service. Correspondingly, 76% 
of respondents say that middleware, digital rights management, or DRM, and 
electronic program guides, or EPGs will be top priorities for them in terms of 
spending in 2017, growing to 82% in 2018.

Currently, 53% of respondents offer their own OTT service, growing to 89% by 2019. 
This absolutely makes sense and follows TVE service trends seen among pay TV 
providers around the world. Today, 29% of pay TV providers offer a third-party OTT 
service, growing to 59% by 2019. 

Pay TV providers are clearly looking to expand their offerings and generate revenue 
from non-subscribers, either via ad-supported OTT services, or via pay-per-use 
access on mobile devices. Currently, 59% of respondents provide ad-supported 
access to non-subscribers, presumably through an OTT service. This percentage 
grows to 77% by 2019. 

When it comes to top trends in advertising over the next three to five years, our 
respondent base cited more interactive ads, fewer traditional ads and increased 
use of targeted and pre-, mid- and post roll ads as most important.

This report provides more information about the specific investment plans and 
strategies among global and regional pay TV providers and how they expect 
to transform their businesses to support the continued growth of on-demand 
video consumption.

Executive Summary
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Introduction
Pay TV providers around the world find themselves in a challenging position. Their 
competition has increased even as the rapid growth of new subscribers has stalled 
in some key markets. In order to differentiate their services to have a chance of 
securing new subscribers, pay TV providers are expected to offer multiscreen, cloud 
DVR and other services as basic features. Finally, and perhaps most importantly, 
pay TV providers face growing consumer sentiment that pay TV subscriptions, when 
compared to alternatives, just don’t provide enough value.

A major factor behind these challenges is the rapid growth of on-demand content. 
On-demand video content, whether via pay TV providers’ own VOD or TVE offerings, 
or via third-party OTT services continues to expand rapidly around the world. This 
expansion is having an enormous impact on existing pay TV providers as they 
navigate a flood of new competitors, new content offerings and new business 
models designed to accommodate casual viewers to binge-watchers, as well as 
cord shavers, cutters and nevers. 

The rise of on-demand content has also resulted in the demand for more 
personalized and interactive video services. It’s a logical next step as consumers 
become increasingly accustomed to viewing their selected content when and where 
they want. The video platform and user interface should accommodate a high level 
of customization, but also uniformity across devices.

Over the years, pay TV providers have been widely criticized by consumers for not 
providing intuitive and flexible user interfaces and for making content discovery 
extremely challenging. These shortcomings fueled the rise of OTT providers such 
as Netflix and Hulu, whose online origins were as multiscreen, multi-device VOD 
libraries. As these providers’ subscriber bases have grown, so have their libraries to 
include original programming in an effort to ensure their long-term relevance.

Pay TV providers haven’t been sitting idly by. They have been expanding their VOD 
libraries and TVE services, as well as improving their user interfaces to support 
content discovery across multiple platforms and content types. 

According to a recent article by Kagan, a media research group within S&P Global 
Market Intelligence, 2016 VOD title counts bound higher, VOD library counts 
among major U.S. pay TV providers at the end of 2016 reached 58,000 per month, 
representing a nearly 50% increase year-over-year.
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However, incumbent pay TV providers face an uphill battle. Netflix, Hulu, Amazon 
and other third-party OTT services continue to increase both their domestic 
and international subscriber bases. All three continue to invest heavily in 
original programming, aiming to position themselves as indispensable parts of a 
subscriber’s video spend. Meanwhile, Facebook, Apple and Google (YouTube) all 
have announced their own investment plans in original programming. 

The video landscape is set to become even more diffused than ever before. For 
every video provider, the keys to staying ahead of their competition will be:

1. Exclusive content

2. Personalization and customization of the service

3. Intuitive and flexible methods of content discovery

4. Uniform ease of use across multiple devices

To provide some depth and insight into how pay TV providers can continue to 
compete in this on-demand world, Amdocs commissioned Kagan to survey 17 
global pay TV providers (Cable, satellite and telco) to determine their plans for 
delivering on-demand and personalized content and services and to understand the 
business, technology and competitive factors driving their decisions. 

For more details on the survey methodology and respondent demographics,       
please see the methodology section.

Average U.S. operator VOD titles per month, 2008-2016
Ranked by title count

2008 2009 2010 2011 2012 2013 2014 2015 2016
‘15-’16 

chg. CAGR
-------(%)-------

Verizon FiOS n/a 16,000 18,000 35,000 45,000 77,440 100,000 134,000 155,000 16 38
Comcast 10,500 10,500 19,925 30,000 35,000 49,000 55,000 66,000 90,000 36 31
Cox 7,000 8,000 10,600 15,000 20,000 15,000 27,000 35,000 65,000 86 32
CenturyLink n/a n/a n/a n/a n/a n/a n/a n/a 28,524 n/a n/a
Mediacom 4,500 4,200 7,600 8,000 11,650 13,000 20,000 20,000 27,000 35 25
Suddenlink n/a n/a 6,000 8,000 10,000 10,000 10,000 11,000 11,000 0 11
Cablevision (e) 4,000 6,000 6,500 8,500 10,000 30,000 30,000 30,000 n/a n/a n/a
Time Warner Cable (1) n/a n/a 10,000 16,000 19,000 19,000 19,000 25,000 n/a n/a n/a
Charter 5,000 6,000 6,500 9,500 10,000 10,000 10,000 10,000 n/a n/a 10
Insight (1) 4,700 6,000 8,500 11,000 - - - - - - -
Wireline average 5,950 8,100 10,403 15,667 20,081 27,930 33,875 41,375 62,754  52  34 
DISH Network (2) n/a n/a n/a n/a n/a 20,000 20,000 29,500 46,000  56  32 
DIRECTV (3) n/a n/a 4,400 n/a 10,000 10,000 11,000 17,000 15,500  (9)  23 
Group average 5,950 8,100 9,803 15,667 18,961 25,344 30,200 37,750 58,500  55  33 
As of February 2017.
Title counts represent reported average monthly selections at year end unless noted as an estimate. Counts reflect turnover 
and refreshed content and are not comparable to average titles available simultaneously. 
(e) 2015 figure estimated.
(1) No longer available following acquisitions.
(2) Title counts indicated by DISH Network do not distinguish between online and set-top box availability.
(3) DIRECTV indicated 17,000 titles available to the set-top box and 23,000 titles available online in 2015. Company did not 
distinguish between set-top and online titles with 2016 guidance. 
n/a = not available.
Source: Industry data and Kagan estimates.
Kagan, a media research group within the TMT offering of S&P Global Market Intelligence.
© 2017 S&P Global Market Intelligence. All rights reserved.
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Respondents overwhelmingly 
indicated that the shift from 
linear TV to VOD would be a 
top trend driving business 
over the next several years.

Pay TV operators are nearly unanimous on the trends driving 
their businesses
It is obvious the business of delivering pay TV services has changed dramatically 
over the last few years. Providers around the world are making investments in 
multiscreen services and platforms and content reflective of that change. That 
much we know and will quantify later in this paper.

But we wanted to get our respondents’ perspectives on the top video service trends 
that would drive their businesses over the next three to five years. In a prompted 
question, respondents were asked to select five trends from a list of options 
provided. Not surprisingly, 82% of respondents rated the shift from linear TV to VOD 
as a top trend. The rise of OTT players, increased VOD content, multiscreen and TVE 
services have all manifested as cracks in the walls of the traditional broadcast TV 
business model. How pay TV operators address and accommodate this accelerating 
change will clearly determine their future success.

Beyond this seismic shift from linear TV to VOD, 88% of respondents ranked the 
increase of 4K UHD channels as one of the top drivers. Pay TV providers are in 
general agreement that the delivery of 4K UHD content is critical to remaining 
competitive with OTT providers that are already delivering original programming in 
4K UHD as well as up-converted HD content.

According to Kagan’s 2017 report, The Future of 4K and Internet TV, global demand 
for UHD content and services has already pushed the number of linear networks 
delivering UHD to 90 at the end of 2016. The total number of linear UHD channels is 
expected to jump to 259 by 2020. These figures do not include VOD or OTT systems, 
which have already seen a significant increase in the number of available UHD titles.

 

2015 2016 2017 2018 2019 2020

Asia 15 30 44 62 72 81

Eastern Europe 2 3 9 14 16 20

Latin America 3 4 5 10 12 15

MEA 2 5 8 8 10 12

North America 3 18 23 31 45 61

Western Europe 21 30 40 53 62 70
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Linear UHD services by region

Source: Industry data and Kagan estimates.
Kagan, a media research group within the TMT offering of 
S&P Global Market Intelligence.
© 2017 S&P Global Market Intelligence. All rights reserved.
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With TV set manufacturers already flooding global markets with 4K-capable 
displays, the global stage is set for a significant ramp up in the availability of 4K 
UHD programming and services around the world. 

This sets up an interesting dynamic for pay TV providers in that they must continue 
to evolve to support growing subscriber preferences for on-demand viewing while 
also supporting and growing their linear 4K UHD channel lineup. Traditional pay TV 
providers are being driven to move quickly on UHD content by OTT providers. And 
once a major pay TV provider begins to offer UHD content, others will quickly fall in 
line to avoid being viewed by consumers as technology laggards. From the results, 
it is clear that video service providers want and need to be ready to offer 4K UHD 
content from the get-go. Otherwise, consumers will be more inclined to switch. 

Another important service trend cited by 71% of our respondents is the integration 
of video communication via the STB. Though video communication services have 
been attempted before, the attempts have generally required either a separate, 
standalone device or the use of an app that had a UI that was not designed to work 
well with a traditional TV remote control. Additionally, the proliferation of mobile 
devices gave users a mobile option for video communication. 

But an increasing number of pay TV providers are layering on services, including 
video communication as well as home automation and control, as a way to re-
establish the TV as a focal point for services in the home. Integrating these 
additional services into a universal middleware and UI platform can only serve to 
increase overall utility to subscribers.

Q. Which will be the top 5 video service trends over the next 3-5 years?
Base: 17.
Kagan, a media research group within the TMT offering of S&P Global Market Intelligence.
© 2017 S&P Global Market Intelligence. All rights reserved.
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Finally, 65% and 59%, respectively, rated voice search and control and universal 
content search and discovery as top video service trends. These results are 
somewhat surprising, as we expected a higher percentage of respondents to rank 
these as important trends. Response rates were lower than expected perhaps 
because these two elements are so difficult to implement. Much of the necessary 
work is out of the hands of the pay TV providers, relying on STB ad middleware 
vendors, as well as providers of metadata.

Across all of these responses, however, is a general theme, which is that pay TV 
as a service is going to continue to undergo profound change over the next five 
years, whether due to competition, technology or content availability. All of these 
changes are being driven largely by viewers and their ever-changing consumption 
preferences. The continued proliferation of mobile devices with high-quality displays 
will only serve to accelerate additional changes in consumption. The shift from linear 
TV to on-demand is already clear. Perhaps the next shift is away from static content 
to truly interactive content, or from mainstream programs shown in 30- or 60-minute 
chunks to more short-form episodes. Whatever new trend is on the horizon, pay TV 
operators must have the flexibility to adapt to it and profit from it.

More interactive, targeted advertisements expected
Just as video content continues to move to a more on-demand consumption model, 
video advertising, according to our respondents, is also headed for significant 
change. In a prompted question, we asked our respondents to select their top five 
video advertising trends over the next three to five years.

76% of respondents said that more interactive ads will be a top trend over the 
next three to five years, while 71% said there would be fewer traditional ad spots. 
These trends are already being borne out in the market, where overall spending 
on broadcast TV advertising is declining and shifting to digital advertising, which 
includes spending on advertisements on websites and OTT services. 

Q. How will video advertising evolve over the next 3-5 years?
Base: 17.
Kagan, a media research group within the TMT offering of S&P Global 
Market Intelligence.
© 2017 S&P Global Market Intelligence. All rights reserved.
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Somewhat surprisingly low 
results were returned for 
voice search and universal 
content discovery, 
which are tough to implement.
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Along those lines, 65% of respondents said that there would be an increased 
use of targeted ads along with an increased use of pre-, mid-, and post-roll ads. 
Some pay TV providers are following the lead of social media companies in their 
integration of blockchain technologies to connect advertisers, broadcasters and 
third-party subscriber data sources to develop more targeted ads. With blockchain, 
each participant’s data would remain in its own system, but would allow other 
participants to ask questions about that data without having to secure copies 
of that data. Encryption and DRM technologies would protect each participant’s 
data, but would allow all the participants to work together to take audience 
measurements from programmers and tie those to specific media plans aimed at 
targeted subscriber segments.

Respondents expect to adapt their video service mix
Now that we have a baseline understanding of our respondents’ video and 
advertising service expectations over the next three to five years, it is important to 
understand where they are today with their service and subscriber mix, as well as 
where they expect to be in just a couple of years. Pay TV providers need to ensure 
they are making service and investment decisions to help them stay competitive 
and a necessary part of subscribers’ discretionary spending. From there, we can 
delve deeper into the specific business and technology drivers underlying both 
service and investment decisions along with high-level expectations for their 
individual markets.

First, we wanted to understand our respondents’ current target video customers 
and market segments. Not surprisingly, every respondent targets residential 
subscribers today, with 76% targeting business subscribers, and 71% targeting the 
hospitality market. Interestingly, 29% of respondents 
target non-subscribers on a per-use basis. Likely, 
this is through an OTT service offering where the pay 
TV provider offers a small selection of on-demand 
or linear content as a way to generate interest in 
a full subscription. We expect pay TV providers to 
continue expanding this more flexible offer as a way 
to introduce non-subscribers to their service, which 
could be differentiated based on user interface, overall 
performance, picture quality or content.

Next, in a prompted question we asked about video 
services our respondents currently offer and services 
they are planning to offer in 2018 and 2019. Again, 
not surprisingly, all respondents currently offer linear 
TV service. Presently, 71% offer mobile VOD, defined 
as a select group of individual film or television titles 
for viewing on a mobile device. An additional 18% of 
respondents will add this service in 2018 with 6% more 
adding it in 2019.

Q. Which market segments are you targeting with your video service today?
Base: 17.
Kagan, a media research group within the TMT 
offering of S&P Global Market Intelligence
© 2017 S&P Global Market Intelligence. 
All rights reserved.
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While every respondent 
targets residential 
subscribers today, 
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on a per-use basis – 
a trend we expect to grow.
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Currently, 65% of respondents offer their own traditional VOD service. Though 
we didn’t specify which type of on-demand content, we assume these responses 
include both free VOD and subscription VOD, or SVOD offerings. By 2019, an 
additional 30% of respondents will offer VOD services, with only a single respondent 
not planning to add VOD during this timeframe.

Things get interesting when it comes to OTT services — whether their own or in 
conjunction with a third-party OTT provider. Currently, 53% of respondents offer 
their own OTT service, and 89% plan to offer by 2019. This absolutely makes sense 
and follows TVE service trends seen among pay TV providers around the world. 
Today, 29% of pay TV providers offer a third-party OTT service, which is expected 
to grow to 59% by 2019. The market has seen a growing willingness on the part of 
pay TV providers to incorporate third-party OTT apps directly on their STBs as a way 
to keep subscribers on their platform rather than going through a smart interface 
or separate streaming media player. Pay TV providers not only have a valuable role 
to play as providers of linear and on-demand video content, but also as universal 
search and discovery service providers across all video applications. As more OTT 
providers continue to develop their own original programming, accessing that 
content through a single STB or user interface will be a critical differentiator for pay 
TV providers.
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Q. Which content do you currently offer today as part of your overall entertainment service?
Base: 17.
Kagan, a media research group within the TMT offering of S&P Global Market Intelligence.
© 2017 S&P Global Market Intelligence. All rights reserved.
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While 53% of respondents 
offer their own OTT service 
today, 89% plan to offer 
by 2019.
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Providers looking to appeal to both subscribers and                   
non-subscribers
As a follow-up question to video services offered today and in the future, we wanted 
to understand how pay TV providers were currently generating revenue from their 
video services and how they expect to do so in the future. The standard method 
of revenue generation globally is subscriber fees, and this is reflected among our 
respondents. Currently, 94% generate revenue from subscriber fees, with one 
provider planning to add that in next year.

Additionally, 71% of respondents currently generate revenue through paid access to 
premium channels, including HBO, Showtime, Starz and premium sports channels, 
to name a few. By 2019, all of our respondents plan to generate revenue this way.

Pay TV providers are clearly looking to expand their offerings and generate revenue 
from non-subscribers, either via ad-supported OTT services, or via pay-per-use 
access on mobile devices. Currently, 59% of respondents provide ad-supported 
access to non-subscribers, presumably through an OTT service. This percentage 
grows to an expected 77% by 2019. Some providers view OTT access as a means to 
secure new subscribers and often don’t charge for limited access. But others see an 
opportunity to both appeal to potential subscribers while also generating revenue 
through pre-, mid- or post-roll ads.

In countries with high mobile penetration rates, often the mobile device is the 
sole option for accessing video content. In these countries, pay TV providers often 
offer pay-per-use access to mobile subscribers, billed to their mobile accounts. 
Currently, 29% of respondents generate revenue in this fashion, growing to an 
expected 87% by 2019.
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Q. How do you currently generate revenue from your video service?
Base: 17.
Kagan, a media research group within the TMT offering of S&P Global Market Intelligence.
© 2017 S&P Global Market Intelligence. All rights reserved.

(%)

Ad-supported access to 
non-subscribers is expected 
to grow from 59% of 
respondents today to 77% 
by 2019.
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The message here is that, even if pay TV subscriber numbers decline as they are 
in a number of mature markets, pay TV providers are going to be flexible with their 
business models and service offerings to generate as much revenue as they can 
from subscribers and non-subscribers alike.

VOD offerings expected to grow across the board
In a world in which on-demand content consumption has become the norm, it 
makes sense that pay TV providers will rapidly expand their on-demand content 
offerings to satisfy subscriber demand. The responses from pay TV providers 
certainly acknowledge this overall trend.

Already more than a majority of respondents provide a variety of on-demand 
offers, with 82% offering on-demand content for mobile devices, 76% offering 
content by channel and 71% offering content by their partners. In nearly every 
case, 100% of 
respondents plan 
to offer on-demand 
content along these 
lines, with only content 
by genre and individual 
titles (assumed to be 
films) not supported by 
all by 2019. In the case 
of content by genre, 
we believe that this 
is simply an issue of 
search and discovery as 
well as how on-demand 
titles are presented 
in the user interface. 
Likely, respondents felt 
classification by genre 
was already covered by 
providing the content 
by channel.

In a follow-up question, we also wanted to know where on-demand content is 
purchased, with the assumption that pay TV providers want to provide as many 
options as possible to make it convenient for subscribers to purchase. The results 
matched our expectations, with all respondents offering the ability to purchase 
on-demand content via the STB, 76% via the provider’s website, and 71% each via a 
mobile app and an automated voice system. We expect over time that providers will 
also add in third-party home automation tools, such as Amazon Echo and Google 
Home, as other avenues for making on-demand content purchases.

59

76
71

65

82

29
24 24

12

29

12

41

12
18

6 6

18

6
12

0

20

40

60

80

100

Individual
content titles

Content by
channel

Content by
partners

On-demand
channel bundles

Content for
mobile devices

Content by genre

Current 2018 2019 No plans to support

VOD content offers supported

Q. Which on-demand content offers can be provisioned and marketed in your system today?
Base: 17.
Kagan, a media research group within the TMT offering of S&P Global Market Intelligence.
© 2017 S&P Global Market Intelligence. All rights reserved.

(%)
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Like on-demand content, personalization services all expected 
to increase
Beyond increasing the availability of on-demand content, both via traditional VOD 
and OTT, pay TV providers understand that in order to keep subscribers happy and 
engaged with their pay TV service, they must continue to offer more customized and 
personalized services. The flexibility of anywhere and anytime video consumption 
must be matched by a corresponding ability to customize aspects such as user 
interface and content search and discovery.

The combination of on-demand content and personalized services must be part of a 
larger effort to stem the loss of subscribers and convince cord-nevers that a pay TV 
service is worthy of their discretionary income. 

For example, Kagan estimates show that the number of U.S. cord never households 
grew by 2 million to 15.3 million households in 2016. Households that have dropped 
pay TV subscriptions, or video cord cutters, increased by 1.1 million to reach 13.9 
million households. Overall, the number of U.S. households not subscribing to a 
multichannel TV service in the U.S. grew from 26.1 million at year-end 2015 to 29.2 
million at year-end 2016.

Though the U.S. is ahead of other markets in terms of cord cutting and shaving, 
other markets are following the same trend. In other words, pay TV providers have 
their work cut out for them in demonstrating the value of their pay TV services. 
Increasing personalized services is one critical way of doing so.
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In a prompted question, we asked respondents about which personalization 
services they offer today and which they plan to offer by 2019. Currently, 76% offer 
individual login IDs, presumably for their OTT services, while 71% offer consent 
management. A content recommendation engine and guided search and discovery 
is presently offered by 65% of respondents. By 2019, nearly all respondents plan 
to offer these services, if they don’t already. The only personalization service that 
won’t be unanimously deployed is targeted advertising, likely owing to legislation 
protecting subscriber data privacy.

Platform integration and interoperability the biggest challenge 
to video service rollouts
Now that we understand which services our respondents offer and which they 
plan to roll out over the next few years to address the larger subscriber trends 
they’ve identified, let’s take a look at how they arrived here. Let's look at the 
challenges and strategies they encountered and used to initially roll out their 
video services.
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Recommendation engines 
and guided search 
and discovery services are 
expected to increase from 
65% of providers today 
to nearly all by 2019.
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We asked respondents to rate how specific factors impacted the initial rollout 
of their video services on a scale of 1 to 5, with 1 being “no impact,” 3 being 
“somewhat impacted,” and 5 being “strongly impacted.” According to respondents, 
35% each rated platform interoperability and integration with existing platforms as 
having had the most impact on their initial rollouts. These issues are not isolated 
to video service rollouts. In fact, interoperability issues are constant headaches 
for network operators. It’s one of the primary reasons behind software-defined 
networking, or SDN and network functions virtualization, or NFV, both of which aim 
to standardize management and provisioning across entire networks, rather than 
just a particular vendor’s platforms.

In the case of video, where there 
is a need for interoperability 
across video processing, transport, 
display, digital rights management, 
conditional access, middleware and 
customer premises equipment, or 
CPE platforms, integrating all these 
pieces can be enormously complex. 

Because of this complexity, pay TV 
providers frequently partner with 
third party systems integration 
(SI) or technology providers to 
assist with the integration and 
rollout of their video services 
and platforms. As a follow-up, 
we asked respondents to list 
how they completed systems 
integration work for their video 
services offerings. Respondents 
could select up to three 
responses, an acknowledgment 
that SI is frequently performed by 
multiple parties. 

Though there wasn’t consensus 
on any one SI provider, 59% of 
respondents did say they relied 
on an external SI partner. In many cases, these SI providers will take the lead in 
working with the selected technology suppliers to facilitate interoperability and go-
live scenarios. Reliance on a billing support systems, or BSS vendor was indicated 
by 53% of respondents, as these platforms have generally been in place for years 
supporting voice, data, business and other services. Finally, 47% relied on a 
network equipment provider, while another 47% said they deployed and integrated 
the service themselves. In most cases, some or all of these responses are true, 
especially with a service as complex and flexible as pay TV.
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Highest on the “strongly 
impacted” scale was platform 
interoperability with 35% of 
respondents indicating this 
issue carried a strong impact.
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Consumers demanding personalization, improved search 
capabilities from pay TV providers
Now that we have established the high-level service trends and service offerings 
among our respondents, as well as the difficulties faced when initially rolling out 
their video services, we wanted to know which specific consumer demands for 
video services our respondents are encountering.

We asked respondents to rate how specific consumer drivers are impacting their 
video service offering on a scale of 1 to 5, with 1 being “not a driver,” 3 being 
“somewhat of a driver,” and 5 being “a strong driver.”

According to our respondents, 82% each rated the demand for the integration of 
external OTT services and a unified, multi-device user interface as being either very 
much a driver or a strong driver. Clearly in the minds of our respondents, consumers 
want them to be a one-stop shop for all available video services, whether their own 
or those of a third party OTT partner. And consumers want them to provide a UI 
that they can use and become comfortable with across all their screens. Operators 
including Comcast, Charter and Virgin Media are headed in the direction of a single 
UI optimized for every video display. 

In essence, what consumers appear to be demanding is that their pay TV providers 
become more like Netflix. Netflix was first out of the gate with substantial 
on-demand content and a unified and sleek user interface that made it easy 
to discover, view, pause and resume viewing across multiple devices. Pay TV 
providers, to remain competitive, must clearly integrate those capabilities to 
satisfy consumer demand.

Along those lines, 71% of 
respondents said that consumer 
demand for on-demand content 
is either very much a driver or a 
strong driver. The lack of on-
demand content continues to 
plague pay TV providers. But 
in many cases, the onus here 
is on the content owners who 
frequently limit on-demand 
windows for select content.
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Base: 17.
Kagan, a media research group within the TMT offering of 
S&P Global Market Intelligence.
© 2017 S&P Global Market Intelligence. All rights reserved.

Respondents rated the 
integration of external  OTT 
and a unified, multi-device 
UI as being strong consumer 
drivers.
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Challenges abound for pay TV providers and their video service 
offerings
Navigating and responding to consumer demand is one aspect to ensuring business 
success. But there are additional challenges—from market forces to technology 
changes—that also have a tremendous impact on current and future success.

We next asked respondents to rate a set of prompted challenges impacting their 
current and future video service offerings on a scale of 1 to 7 with 1 being “not a 
challenge,” 4 being “somewhat of a challenge,” and 7 being a “strong challenge.” 
Not surprisingly, there was no clear consensus on any one challenge. Instead, 
respondents were evenly split on the following challenges, with each rated as either 
very much a challenge or a strong challenge by 71% of respondents:

• Consumers’ access to all content, including OTT partners, from one portal with 
single sign on

• Customer satisfaction and supporting new customer acquisition

• Cost of STBs and other CPE

• Securing content licensing agreements
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The cost of STBs and CPE is always a concern for network operators who offer 
residential services. As these devices have become more technologically-advanced 
with the integration of faster processors, hard drives for local content storage, 
Wi-Fi radios and gigabit Ethernet ports, the cost to connect a new subscriber has 
increased. Fortunately, the cost to pass a home with copper, coax or fiber has come 
down, just generally not enough to offset the increased costs of equipment.

To improve the economics, service providers are looking to offload some local CPE 
capabilities into the cloud via NFV. Functions such as remote management and 
provisioning, parental controls, and content management and storage, can be 
pushed into the network, thereby requiring less processing horsepower on the local 
device, thereby reducing its bill of materials cost.

It goes without saying that, in an increasingly highly-charged competitive 
environment, ensuring customer satisfaction and supporting new customer 
acquisition are key challenges. Current and potential customers have many 
choices available to them, including the choice to have no service whatsoever. So, 
differentiation in any capacity, whether in terms of customer service, content and 
pricing, will be critical to ensuring continued subscriber and revenue growth.

Finally, securing content licensing agreements will always be a sticking point, 
especially with access to content libraries priced differently for live streaming, on-
demand and OTT offerings. Pay TV providers are in a series of constant negotiation 
with their content partners. The last thing either side wants is a contract dispute 
resulting in the removal of valuable content from an on-demand library or a channel 
being removed from the lineup entirely. Subscribers generally have a low tolerance 
for these disputes.

Quality of experience and interactivity viewed as critical to 
increasing subscriber base
With customer retention and acquisition a primary challenge for pay TV providers, 
we wanted to know which particular aspects were the most critical to increasing 
their video subscriber base. In a prompted question, we asked respondents to list 
the five most critical aspects, from their perspective.

Quality of experience, or QoE, and interactive applications were respectively chosen 
by 65% of respondents, who agreed that these are the most critical aspects to 
increasing their video subscriber base. QoE encompasses everything from video 
quality and interaction with the UI to content availability, among others. If there are 
consistent, or even the perception of consistent technical problems, subscribers 
will gladly switch to a video service that will provide them the level of quality they 
expect. And with providers asked to deliver far more baseline services, including 
multiscreen, than ever before, points of failure, whether in the network or in the 
home have increased exponentially.
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The integration of more interactive applications and content, whether in the 
form of on-demand content, social media applications or advertising, has been 
a long standing goal of pay TV providers as a way to differentiate their services. 
Consumer demand for interactivity also varies wildly by market, with European 
and Asian markets generally more receptive to interactivity due to their familiarity 
with teletext capabilities as part of the TV experience. But in a growing number 
of markets, there is a clear trend toward interactivity within streaming or OTT 
applications, which pay TV providers are gradually introducing into their standard 
TV offerings.

Speaking of OTT integration, 47% of respondents each acknowledged the 
importance of bundling OTT content with their core video products and offering a 
partner’s OTT service on multiple screens. However, only 12% of respondents view 
offering their own OTT service as critical to increasing their subscriber base. In 
order to truly differentiate their service, pay TV providers must treat OTT providers 
and the unique content they offer just as they would traditional linear channels. 
They can be bundled as part of a content lineup designed to address specific 
subscriber demographics or to ensure current subscribers don’t cut the cord. 
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Providers identify many spending priorities for their video 
service offerings
It is clear pay TV providers have to constantly invest in their content library, network 
and video platforms and applications. Competitors are doing the same with the goal 
of differentiating their service enough to retain and attract subscribers. Of course, 
capital is finite and must be carefully balanced across the different areas to ensure 
the ability to scale the overall service while also incorporating the right mix of 
content, both linear and on-demand.

Along those lines, we asked our respondents about their equipment and platform 
spending priorities from 2017-2019 across a prompted list of options. For each year, 
we asked them to rate their spending priorities on a scale from 1 to 7, with 1 being 
“not a priority,” 4 being “somewhat of a priority,” and 7 being a “strong priority.”

In 2017, the focus for providers will be on a number of different elements, which 
reflects the need to roll out multiscreen and OTT offerings, while also improving the 
in-home viewing environment. In 2017:

• 89% rate spending on STBs 
and CPE as either very much a 
priority or a strong priority

• 88% rate spending on 
Systems integration as either 
very much a priority or a 
strong priority

• 76% rate spending on BSS, 
billing, and customer care as 
either very much a priority or a 
strong priority

• 76% rate spending on 
middleware, DRM, and EPG as 
either very much a priority or a 
strong priority

• 71% rate an OVP (Online 
Video Platform) with flexible 
monetization/payment 
capabilities as either very 
much a priority or a strong 
priority. The addition of an 
OVP is critical to helping pay 
TV providers integrate and 
deliver more OTT content while 
also providing more flexible 
subscription and billing models. Also, the combination of an OVP with a solid billing 
system will ensure pay TV providers are adequately monetizing their video services.
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By 2019, the focus shifts for 
our respondents, but also 
becomes less clear-cut, 
likely owing to uncertainty 
around technology availability. 
However, one area does stand 
out and that is application 
development, with 59% rating 
spending on this area as 
either very much a priority 
or a strong priority. Comcast, 
Verizon and other operators 
have also identified software 
and application development 
as a core component of their 
future success, funding 
and building out sizable 
development teams. The 
result, In the case of Comcast, 
has been the development of 
standards such as RDK, as 
well as the X1 platform. Other 
pay TV providers no doubt 
have the same aspirations, 
looking to enhance their 
value to subscribers by 
keeping future application 
development in-house.

Investment decision to be split among organizations
As a follow-up to our previous question on equipment and platform spending 
priorities, we wanted to understand which organizations would take the lead in 
making the investment decisions in those platforms. Our expectation was that a 
number of different organizations would take a leadership role, as video services 
include transport and residential networks, content delivery network, or CDN 
partnerships, as well as content and application partnerships and development. As 
such, we allowed respondents to select all the organizations that apply.
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According to 59% of our respondents, respectively, the marketing/business 
development/strategy group and the network operations group would take the lead in 
making platform investment decisions. This is frequently the situation at most service 
providers and across a wide range of both residential and enterprise services. These 
groups frequently work together to cover both the business and service expansion 
capabilities of new platforms and concerns about platform performance, reliability, 
and interoperability. It is rare that these two organizations are not working in tandem 
when deciding to purchase a new platform, whether for video, broadband, SD-WAN or 
other services directly marketed and sold to end customers.

Q. Which organization(s) will take the lead in determining which set of platforms will be used to 
deliver your video services?
Base: 17.
Kagan, a media research group within the TMT offering of 
S&P Global Market Intelligence.
© 2017 S&P Global Market Intelligence. All rights reserved.

59 59

47
41 41

6

0

10

20

30

40

50

60

70

Marketing/
Bus Dev/
Strategy

Network
operations

Chief Digital
Officer

IT/ CIO Chief
Revenue
Officer

Other

Organizations that will take lead in platform decisions
(%)



© 2017 S&P Global Market Intelligence. All rights reserved. MORE DATA: See the Excel file that accompanies this report. 21

Kagan Industry Report: 
On-demand: Video's present and future

Conclusion
Among our respondents, who count nearly 100 million active video subscribers as 
of the first half of 2017, there is broad consensus that pay TV as a service is going 
to continue to undergo profound changes over the next five years, whether due 
to competition, technology or content availability. All of these changes are being 
driven largely by viewers and their ever-changing consumption preferences. The 
continued proliferation of mobile devices with high-quality displays will only serve 
to accelerate additional changes in consumption. 

The shift from linear TV to on-demand is already clear. Perhaps the next shift is 
away from static content to truly interactive content, or from mainstream programs 
shown in 30- or 60-minute chunks to more short-form episodes. Whatever new 
trend is on the horizon, pay TV operators must have the flexibility to adapt to it and 
profit from it.

Our respondents acknowledge this change and are adapting their pay TV 
subscriptions and content packages to not only satisfy existing subscribers, but 
also to deliver services to subscribers on a per-use basis, whether in the form of 
access to exclusive on-demand content or day passes for mobile subscribers. 

This type of flexibility will require significant investments in middleware, content 
management, billing, subscriber management, monetization, and operational 
support systems, all of which must be themselves flexible to account for a much 
wider variety of consumption and billing models.

All of these efforts are critical in countering the idea that pay TV subscriptions, 
when compared to alternatives, just don’t provide enough value. For some, a 
monthly subscription to a wide selection of content is exactly what they want. For 
others, a pay-per-use model with access to a much narrower range of content is 
more ideal. In both cases, the pay TV provider is serving the same function they 
always have: content aggregator and distributor.

Those pay TV operators that have recognized this fact are well on their way to 
preparing their businesses for the inevitable changes coming over the next five 
years with the continued rise in on-demand content and services.
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Methodology
Amdocs commissioned Kagan, a media research group within S&P Global Market 
Intelligence, to conduct an online and telephone survey with 17 of the world’s 
leading pay TV providers, which was fielded in June and July of 2017. 

The regional distribution of respondents is fairly evenly split, with 35% from 
EMEA, 29% from North America, and 18%, respectively, from APAC and CALA. 
When surveying about specific plans for technology integration and adoption, wide 
regional distribution is critical in understanding competitive, regulatory and existing 
technology standards that may facilitate or hinder the adoption of new technologies.

Additionally, we asked respondents to identify which type of 
operator they are from the following choices:

• Cable pay TV Operator

• Satellite Pay TV Operator

• Quad Play Operator with IPTV 

Among our respondents, four identified themselves as cable 
pay TV operators, with the regional distribution noted on the 
chart. Six identified themselves as satellite pay TV operators, 
while seven identified themselves as quad-play operators with 
IPTV, which are telco providers with both fixed-line and mobile 
networks and services.

As is the case with regional distribution, surveying a variety 
of operators using different technologies to deliver similar 
services also enhances our understanding of their business 
and technology drivers. The consistency in their responses 
regarding the need to bundle additional OTT services and more 
flexibility in how they address subscribers and markets shows 
that, despite regional and technological platform differences, the challenges and 
opportunities confronting their businesses are very similar.
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