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CABLE HARDWARE
HEADEND
EQUIPMENT MARKET
— AN OVERVIEW

An overview of the cable hardware headend
equipment market.

HEADEND EQUIPMENT:

The demand for headend peaked during the period
following the notification for implementation of DASin 2012-
2017. There was a time-bound target for migration to the
DASregime. In the absence of availability of local headend
equipment, the demand was almost entirely met through
imports. In general, the large MSOs installed equipment
imported from American and European manufacturers.
However, owing to cheaper prices, most of the small MSOs
deployed imported equipment from China

With the completion of the digitalization of the Cable
TV network in 2017, the demand for headend equipment
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Other avenues:

Some ISPs are upgrading their networks to offer
linear TV, in addition to fixed broadband. It has not yet
become amajor trend though.

TRANSMISSION EQUIPMENT:

The transmission equipment used for back haul
connectivity and access connectivity to the customer
premisesin tel evision broadcasting sector are broadly same
asthose being used in Telecom Sector. TRAI isworking on

Table 1: Year-wise Volumes of Head-end Equipment
(Imported and Locally Produced)
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a separate paper for promoting local manufacturing of
Telecom Transmission Equipment. However, in order to
have synergy in television content delivery from end to
end, the telecom equipment have also been included in this
document. Thiswill further, facilitatelocal manufacturersto
look into embedding of some transmission equipment with
broadcasting equi pment and/or to define network interface
specific to the broadcasting sector.

Most cable TV networks deploy RF-based HFC
(Hybrid Fibre Coax) networks consisting of components
such as EDFA, optic transmitters, optic nodes, and RF
amplifiers, etc.
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Sales are now

limited to replacements and expansion. An opportunity
exists, especially in smaller townswhere several LCOsare
providing broadband services. For this purpose, the LCOs
form apartnership with | SPs, with the LCO providing last-
mile connectivity to the ISP. However, these networks are
independent of the LCO’'s HFC network. As per market
information, such networks are importing almost entire
transmission devices from China, often as Semi-Knocked
Down (SKD) units. These devices are just assembled in
India, with all the parts coming from imports.
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Sl. | Factor Rationale Egtimated Demand
No. (yearly)
1 |Increasing TV penetration | TV penetrationisincreasingin India, still morethan 6million
100 million households are without TV
2 | NewSTBsfromTV Sales | Asper EY estimates, 14 million TV setsare sold yearly. 3million
e Atanestimated 20% of TV buyers- asnew TV
households, it will add to corresponding demand for STBs
3. | Replacement of Boxes e Averagelife of STB is6 years as per theindustry. Smillion
due to wear and tear e Estimated STBsinstalled in phase | and phase |l of DAS
are40million.
e 50% of them areyet to replace the old STBs, accordingly
the figure comesto 20 million.
4. | Conversionfrom SD toHD | Out of about 170 million subscribers, thereare only 10-12 8million
million HD subscribersat the end of 2018. Consumer
preference for HD content isincreasing for better quality.
5. | DD FreeDish Demand Current base of DD Free Dish subscribers ~40 million. 4million
About 10% demand can be estimated for replacement as
well as new subscriptions.
Total 26 million

Table 3: Projected Market Demandsfor STBsinIndia

Table 2 shows the estimated volumes of
transmission equipment deployed in the sector over
recent years.

CONSUMER PREMISES EQUIPMENT:

The two broad categories of end-consumer devices
are STB and ONT/ONU. ONT/ONU are at present mostly
being imported into
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maximum demand after the
completion of digitalization of
the Cable television sector in
India. Industry sources
estimateannua STB demand to
be around 28 million, ascan be
seen in Table 3. The demand
for around 45% of households
still lacking television reach,
replacement of  boxes
completing their useful life,
upgrade from SD to HD, etc.,
are considered as main factors
to drive this demand.

As against the demand
projected above, local
manufacturers have devel oped
their production capabilities
over the years. Table 4 shows
the production capabilities of
STB in India with respect to
prominent players.

Table 5 shows import
figuresof ONT/ONU and local
deployment of STBs over
recent years, while Figure 1
showsimport figuresfor STBs
in recent years.

It can be seen from the
preceding figures that despite
adequate local production
capacity, only asmall portion
of the STB demand is catered
by local manufacturers. More

than 80% of the demand is met through imports. As per
the industry sources, DTH operators and large M SOs
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Source: Cll's Presentation on India’'s STB
Industry- Challenges & Recommendations
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The small M SOs either import basic STBswith minimal
features or procure from local manufacturers.

A recent trend inthe STB market, especially inurban
areas is upgrading to HD boxes, largely due to not much
price difference between HD and SD boxes. A significant
exception to thistrend remains the DD Free-dish network,
as majority of their market comprises SD MPEG-2 FTA
service. Further, with the growing emergence of converged
services, thedemand for Hybrid and IPTV STBsisincreasing
significantly.

Recently, DTH players Dish TV and Tata Sky
announced shifting the STB manufacturing to India. Dish
TV, in collaboration with multiple partners such as Dixon
Technologies and Handan, aims to domestically
manufacture 50% of STBsby thefirst quarter of 2021 in
abidto promote and support the*Madein India initiative
of the government. The work of procuring the locally
manufactured components and accessories of STBsfrom
Indian manufacturersisalready in progress. Tata Sky, in
partnership with Technicol or Connected Homes, also had
announced plans for local manufacturing of HD STBs
and Android enabled Tata Sky Binge+ boxesin a phased
manner. In August 2021, the first batch of India-made
Tata Sky set-top boxes have been released in the market.

CONDITIONAL ACCESS SYSTEM (CAS) AND
SUBSCRIBER MANAGEMENT SYSTEM (SMS)
(SOFTWARE COMPONENTS):

The DAS environment consists of the Conditional
Access System (CAS), which is responsible for the
encryption of content. CAS enables secure delivery of the
television channels to only authorized subscribers. The
other key software component, the Subscriber M anagement
System (SMS), isresponsiblefor the activation/deactivation
of STBs, managing subscriber information, channel
information, billing, and other such activities. CASand SMS
systems in conjunction play a pivotal role in the pay
television service value chain.

The sector is considerably dependent on foreign
vendors for the CAS platforms. A key challenge in the
design and development of domestic STBswasidentified
as the dependence on foreign CAS. At the time of
notification for implementation of digitalization in the
Cable Television sector, there were no domestic players
in the CAS segment. Moreover, the foreign CAS
companies have pre-existing tie-ups with other
stakeholderslike System-On Chip (SoC) providers, STB
manufacturers, System Integrators, etc. Such tie-ups are
driven by the techno-commercial interests of the
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concerned stakeholders. In such a scenario, domestic
manufacturers are required to enter into an agreement
with global CAS companies. Often such foreign players
do not offer the most convenient or competitive terms
for the domestic players. Therefore, the need, aswell as
an opportunity, was felt to develop a local CAS for
boosting the development and manufacturing of STBs
in the country.

In November 2014, the Ministry of Electronicsand
Information Technology (MeitY), through anovel Public-
Private Partnership (PPP) model, funded a project for the
development and implementation of Indian Conditional
Access System (iCAS) for Set Top Boxes (STBs). The
development of iICASwas completed in November 2015.
As per the terms of the project, the iCAS was made
available to domestic STB manufacturers for a duration
of threeyearsat aprice of USD 0.5 per license, as against
aprice of USD 3-5 per licensefor other CASvendors. As
per MeitY, over 1.8 million STBs had been deployed with
iCAS up to 2019-20. However, Indian CAS companies
still have a very limited share in the Indian markets to
date. ®
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