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EVOLUTION OF OTT

The impact of OTT in the Indian entertainment
ecosystem has been immense. This article traces
the evolution of OTT.

EVOLUTION OF ONLINE SERVICES AND OTTS

In the early part of the development of the
telecommunication services sector, the main product was
voice. This is changing fast. With today’s Internet
Protocol (IP) networks, data is increasingly replacing
voice as the main product. The changes in network
technology have supported the
creation of an ecosystem of online
applications including over-the-
top (OTT) services that introduce
completely new use cases
including the Internet of Things
(1oT), connected cars, smart
education, smart health, smart
agriculture, etc.

In some use cases such as
messaging, consumer preferences
have switched from traditional
telecommunication services to

OTTs. With OTTs used
increasingly for messaging and to
some extent for voice

communication, globally, the

general trend isatransition from voice and SM S towards
data as a primary source of revenue for telecom service
providers. In India, composition of the revenue basket
of wireless access service providers has undergone a
sea-changein the period from the year 2013 to 2022. The
following table presents a comparison of the composition
of average revenue per user (ARPU) per month from
wireless service in the Quarter Ending (QE) December
2022 vis-a-visthe ARPU per month from GSM servicein
QE June 2013.

As may be seen from the table, the contribution of
datausagein the revenue from mobile subscribershas grown
to morethan 10 timesfrom 8.10% in the quarter ending (QE)
June 2013 to 85.1% in the QE December 2022.

While on one hand, with the passage of time,
Internet data usage has become the most prominent
revenue driver in telecommunication services sector in
India, the number of Internet data users have also grown
manifold in the country. The Internet subscriber base in
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Quarter Ending

Quarter Ending

June 2013 December 2022
?:::i::?n Percent Revenue Percent
S. Ttem sarvice 9 share of (excluding | share of
No. tax) per total GST) per total
il sgrib - revenue subscriber revenue
oF TG from per month from
E‘;n Rs.) subscribers | (in Rs.) subscribers
153 Rental revenue 19.54 15.79% 0.81 0.50%
i E:I‘I’:“”e from 72.53 58.60% 14.79 10.10%
13 |, g;"se"“e from 3.99 3.22% 0.23 0.20%
sage
from
Home Reven from
1.4 | Service | (SR E O 10.02 8.10% 12505| 85.10%
Area ata usage
15 E;V:rnﬁs*fsmm 7.33 5.92% 1.44 1.00%
1.6 Other revenue 2.08 1.67% 3.33 2.30%
Usage
outside
2 | Home Eﬁf_e;‘;’aemg‘s’m 8.28 6.69% 1.31 0.90%
Service
Area
3 Total revenue from 123.77 100 6.96 00°
subscribers e 9 146. 100%
Net inter-operator
4 settlement charges -12.32 -5.82
receivable
5 Net Revenue (ARPU) 111.45 141.14
per month

Table 1: Composition of ARPU per Month - Wireless Service
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Figure 1: Statistics on Internet Subscribers in India

Indiagrew to morethan 4 timesfrom 198.39 millionin QE
June 2013 to 865.90 million in QE December 2022. The
following figure depicts the growth in the number of
I nternet subscribersin the country from 2005 to 2022.

Similar growth trends in Internet subscriber base
have been observed globally. According to ITU data,
worldwide an estimated 5.3 billion people used the
Internet in 2022. The global Internet penetration rate
increased from 16% in 2005 to 66% in 2022. Thefollowing
figure depictsthe global statistics on Internet usersfrom
2005 to 2022.

With aview to capture the servicesthat make up the
internet ecosystem, the Global System for Mobile
communications Association (GSMA) has adapted a
framework named ‘The Internet Value Chain’. The said
report identified five main segments of internet value chain
as below:
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Figure 2: Global statistics on Internet users

(@ Content Rights,
(b) Online Services,
(c) Enabling Technology & Services,

(d) Internet Access Connectivity, and
(e) User Interface.

Thefollowing figure depictstheinternet value chain,
propounded by the GSMA initsreport titled ‘ The Internet
ValueChain2022':

Using the above framework, GSMA has quantified
the overall size of the internet value chain based on the
2020 revenues of each of the sub-segments. Based on
this approach, GSMA has estimated the total revenue of
the internet value chain in 2020 as USD 6.7 trillion
globally. As per GSMA, ‘Online Services segment
generated over half of thisrevenue. Thefollowing figure

(v) = st
(@) sfemg e
(1) T AT HAT3T Bl HaW HIAT
E@'T)) wﬁzmﬁﬁzﬁﬁaﬁ?
ﬁwﬁ%ﬁms‘aﬁzwmﬁwﬁm%ﬁ%
AT J T eve I 9 2022 e amr o o
% gferifea fopam % |
SUIERT G 1 SHANT &I g, STAUAT § I 39-
HT % 2020 T & MUW W 32012 [d Gl & T
1B B AT MLiRT &1 2 | 239 2T & ST o, SuFuHy
7 2020 § ITHT T 322 Tl GI H gl T 6.7
fomad 3RE = M & AEE aIE § | S &
AT, AR qaT W 7 3 I & g F e

26 SATELLITE & CABLETV

DECEMBER 2023



FOCUS: OTT

The internet value chain

©

Content Rights

Premium Rights
- Video

- Sports

- Music

- Publishing

- Gaming

e.g. BBC,
Bloomberg,
Discovery,
Universal,
Electronic Arts

Made for Digital

- Professional
- Content Creators
& Influencers

e.g. Buzzfeed,
Fullscreen,
PewDiePie

Online Services

E-Retall (B2B, E-Travel
B2C) - Booking
- Marketplaces - Asset sharing &
- B28B exchange Personal travel
2.0 Amazon, REVAEES
Alibaba, e.g. Airbnb, Uber
Video Audio
-SVoD ~ Music streaming
- Open/Ad VoD - Online radio
eg. Netflix, - Podcasts
YouTube e.g. Spotify,
Gaming
Publishing :
- Consumer = Vieo ganng
platforms

publishing 5
SRk Casual/ In A;np

: Steam, Xbox Live,
Kindle, DMGT, WSJ King
Gambling :

: Google, Bing,

Best365, Betfair Baidl, Yand
Social Communication &
Facebook, Twitter, Collaboration
Tinder, TenCent, WhatsApp, Slack,
Linkedin Teams
Information & Cloud-based
Reference Software Services
Google Maps, Salesforce.com,
Wikipedia, Factiva Office365, Xero
Other Online Services
- Labour tasks, e.g. TaskRabbit,

Urban Co.
- Health & Wellness, e.g. Strava

- Smart Home, e.g. Nest

Enabling
Technology
& Services

Design & Hosting

eg. SquareSpace,
181

Payment
Platforms

eg. Stripe, Alipay

Cloud Platform
& Infrastructure
Services

eg. Azure, AWS

loT Platforms

SIM mgmt.,
application
piatforms, data
aggregation

eg. Bosch, IR!
Voracity

Analytics

9. Adobe.
Webtrends

Online Advertising

Services

- Online agencies

- Online networks
and exchanges

- Ad servers

eg. Xaxis, double-
click, Appnexus

Content Delivery

Services

- Core network and
interchange

- Content delivery
networks

-Content
optimisation

eg. Akamai Zayo,

Equinix

Internet Access

Connectivity

Mobile Access

e.g. Vodafone,
China Mobile,
Axiata, MTN,
Telefonica, Verizon
Wireless

Mobile Towers

e.g. Cellnex,
American Towers,
Crown Castle

Fixed Access

eg AT&T BT,
Orange, Verizon,
Telstra, Liberty
Global,

Satellite

e.g. OneWeb,
Starfink, Eutelsat

Figure 3: Internet Value Chain (GSMA, 2022)

Hardware Devices
-Smartphones

- Tablets

-Smart TVs

- Media streamers
- Consoles
-Smart devices

eg. Apple,

Samsung, LG,
Google, Roku,
Lenovo, Fitbit

Systems &

Software

- Operating
Systems

- AppStore

- Software Licenses

€.g. Apple,

Microsoft, Google,
McAfee
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Internet value chain valuation 2020

©
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Cloud
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Cloud Based Software
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Other online services

Fixed Access
Software &
Systems

Figure 4: Internet Value Chain Valuation

depicts the contribution of each segment in the internet
value chainin 2020.

As can be seen from the Internet Value Chain
propounded by GSMA, ‘Online Services' constitute a
variety of services. An early attempt to classify theonline
services enabled by internet was made by Detecon
International GmbH in its study paper of 2013 on ‘The
rise of OTT players-what is the appropriate regulatory
response? authored by Shirley Baldry, Dr. Markus
Steingréver, and Markus A. Hessle. In the said paper,
Detecon segmented online services based on a broad
set of use cases as below:
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Figure 5: Classification of online services

ITU-T initstechnical report on‘ Economic Impact of
OTTs (2017) took note of the above classification of online
services as below:

“Arecent study by Baldry, Seingréver, and Hessler
(2013) provides a categorisation of online services. It
seems clear that thereisa great variety of online services.
It is instructive to note that only the first two columns of
Figure ... (* OTT communications” and “ OTT media”)
represent OTT services in the Baldry, Seingrover, and
Hessler taxonomy — the rest are online services, but not
necessarily OTT services.”

As mentioned above, worldwide an estimated 5.3
billion people used the Internet in 2022. Catering to this
large and growing market of internet usersare OTT app
developers, virtually unfettered by barriers to market
entry. Launching anew mobile app requires minimal staff,
capital investment and infrastructure. With the rise of
cloud computing, mobile app companies no longer need
to build expensive and complex data centers; they can
rent computing power and start and grow their businesses.
New entrants can easily distribute their mobile apps to
millions of people through app storesthat provide instant
access to a global audience. Given these market
conditions, OTT apps have flourished.

The OTT landscape is remarkably dynamic and
competitive, as users increasingly spread their time
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between more and more applications. The decreasing cost
of high-speed Internet connectivity and the increasing
processing power and storage space on personal
devices allow people to move easily between different
apps, add new ones or use several at the same time.
There is considerable overlap between the user bases of
competing applications, and OTT technologies impose
virtually no constraints on end users from using many
similar applications concurrently, a process known
as‘multihoming’. In Germany, for instance, aMay 2020
report by the Bundesnetzagentur (Federal Network
Agency) found that 65% of survey respondents
practise multihoming for communication OTT
applications.

BENEFITS OF OTT SERVICES

OTT services have transformed the economies of
both developed and developing countries, moreover, this
effect has clearly trickled down to small businesses and to
individuals. Historically, these benefits have tended to be
concentrated in developed countries; however, as the
process of digitalization accel erates, and as more and more
people worldwide are connected to the Internet, these
benefits accrue to developed and developing countries
alike. Thistendency is closely linked to the growth in the
availability and affordability of mobile broadband (and smart
phones), which has deepened network coverage and opened
it up to the masses.

ITU-D in its report of 2021 mentions that the
COVID-19 “pandemic has highlighted that for most
people the Internet is no longer just a convenience, but
a necessity. People with reliable Internet access have
been able to use OTTs to more easily access and share
critical health information, maintain contact with
friends and family, work remotely, and otherwise mitigate
the adverse impact of social distancing, quarantines
and similar measures.”

ITU-D initsreport of 2021 further mentions that
"by creating value for consumers, OTTs stimulate demand
for broadband networks and services that, in turn,
incentivize network operators to deploy and expand
infrastructure as consumers require increasing
bandwidth. In other words, the availability of OTTs
creates a virtuous cycle that increases the value of
broadband network services and thereby drives further
take-up and adoption of higher-value data plans. ...
OTT companies and telecommunication service
providers engender benefits for each other in a
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symbiotic, complementary and mutually reinforcing
manner. Richer OTT applications drive demand and
willingness to pay for enhanced network access, whilst
improved access coverage and quality enable greater
use of messaging and other applications. OTT
applications drive the demand for Internet connectivity
services, thus increasing traffic and, consequently, the
revenue of telecommunication service providers."

OTT content boosts the
demand for transmission

, : i OTT apps
capacity prm'uh'd by TSPs P
. . hoost demand

for network

capacity

Rise in
Subscribers &
Increased

Users seck access ro new
services and telco networks. ¢
revenue for

i TSPs

This leads to a rise in new
subscribers and existing
subseribers upgrading their
sul'r.\'crip(iuns for greater
speed and bandwidtch

In its report on OTTs (2023), Esya Center
reinforces the above point. As per this report, thereisa
virtuous cycle of OTT adoption and growth of telecom
service provider (TSP) networks as depicted in the
following figure.

ITU-D in its report of 2021 further mentions that
“because OTT companies and network operators have both
enjoyed the benefits of consumer hunger for broadband
access, both sectors have invested heavily in the
infrastructure to support it. ...

While most sub-scale OTTs rely on MNO
infrastructure for last-mile delivery to customers,
hyperscale OTT service providers such as Facebook and
Google are increasingly investing in infrastructure and
connectivity projects around the world. ...

Given the high data use of their customers, OTT
providers have a growing vested interest in supporting
the availability of high-speed broadband for users around
the globe. As such, they are increasingly investing in
network infrastructure.” B
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Telcos invest in nerwork
improvements to ]‘It‘l‘\'illt‘
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Nerwerk betrer and faster networks

Infrastructure

OTTs leverage nerworks
to provide and develop

emerging services
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