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There is a bright future for pay-TV operators in Asia Pacific but it belongs to companies 
prepared to invest and innovate, positioning themselves as consumer-oriented businesses, 
Media Partners asia (MPa) executive director Vivek Couto told delegates in the 
opening morning of the asia Pacific Pay-tV operators summit held in Bali on May 
11-13, 2011.

Multi-platform video competition, fueled by household growth and economic dynamism, 
will continue to drive pay-TV penetration over the coming decade, set to rise from around 
half of TV households in Asia Pacific today to two out of three TV households by 2020, 
Couto revealed in a presentation outlining key trends for the future. This represents 
~20 mil. new subs on average each year, a mouth-watering proposition, though these 
numbers include the highly regulated China market. In addition, growth rates will enter 
a gentle decline after peaking at around 30 mil. net adds between 2010 and 2012. Such 
growth comes at a price however, in the form of continued investment in content and 
product innovation, as companies vie with mounting costs and competition. “We’re very 
fortunate to be in the midst of a massive growth dynamic that will continue for at least 
five to seven years, but profit levels are still far from optimal,” Couto warned. “It’s not 
quite a war of attrition but operators will need to be patient if they want to generate even 
more value in the years to come.”

MPA forecasts show that much of the base subscriber growth in Asia Pacific will come 
from the rollout of DTH services in the region’s two mega markets, China and India, 
though household penetration will also grow from a low base in Southeast Asia with 
some additional growth outside mainland China in North Asia.  

Despite formidable challenges, including limited transponder capacity, high customer 
churn and a restrictive regulatory regime, six DTH players in India have built a joint 
base of more than 23 mil. subscribers over five years, due to a combined US$500 mil. 
spent on subscriber acquisition and marketing as well as consumer-friendly HD, DVR and 
pay-per-view services. “It will be interesting to see how cable can also tap into that. 
Cable revenues are vital to the industry, to get declarations up and full addressability 
throughout the cable sector so the economic value spreads throughout the value chain to 
MSOs, to creative talent and content providers. That will be vital for India going forward.”

Indian pay-TV will also benefit from a surging ad market, set to overtake China as the 
largest pay-TV market in Asia-Pacific by 2017 at a 15% CAGR.  

oVeRVIeW: InVest anD InnoVate
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Regional ARPUs will also rise by 3% through to 2015, lifted by increases in China, India, 
Korea and Vietnam but per-subscriber revenues in many other markets are liable to either 
hold steady or decline as continued growth increases pay-TV’s mass-market penetration.

At a regional level, distribution profits have been growing, from US$3.4 bil. in 2007 to 
US$6.1 bil. in 2010, creating a sizable revenue pool that can be reinvested in content and 
technology. Margins in some markets are starting to buckle under increasing pressure 
however, limiting operators’ ability to realize the full benefits of pay-TV growth. This 
scenario is particularly acute in India, where margins have plunged from around 30% 
to less than 15%, though margin pressure also threatens other large pay-TV markets, 
including Japan, Korea and Malaysia. “Cost and competition is a big issue,” Couto said. 
“India has been hit harder than anyone, though the region is also getting affected. Cost 
inflation across the value chain is enormous.”

Other threats linger on the horizon, including the possibility of more direct competition 
from free-to-air – already severe in Australia – in more Southeast Asian markets, while 
rising broadband subscriptions, set to overtake pay-TV in 2014, open up the scope for 
rival OTT distribution channels, both legal and illegal, though these are unlikely to impact 
pay-TV growth in Asia for the foreseeable future.

Couto highlighted numerous instances of innovation and growth across the region, 
including investments in IP-enabled next-generation set-top boxes in Australia, Malaysia 
and Korea, major digitization pushes in China, Taiwan and Thailand and DTH rollouts 
backed by HD and DVR services in India and Indonesia. 

Cost inflation across the 
value chain is enormous. 
Operators will need to 
invest further to gradually 
benefit from improved 
operating leverage

“

“

Vivek Couto, Media Partners Asia

asia-Pacific Pay-tV Distribution: ebItDa trends

Note: 
Represents combined annual EBITDA of the top 70 pay-TV operators across Asia-Pacific 
Source: Media Partners Asia
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Strong brands and flexible distribution models are more important than ever in an era of 
rapidly expanding consumer choice, ben Pyne, president of global distribution for 
Disney Media networks, emphasized in his keynote address at the 2011 Asia Pacific 
Operators Summit, urging pay-TV platforms to adapt and evolve to reflect these changing 
dynamics to protect subscriber relationships in the future.

Rising broadband penetration is also creating an exponentially increasing number of 
distribution options for companies like Disney, but pay-TV operators enjoy a unique 
advantage, Pyne pointed out – a direct relationship with consumers who pay for content. 

“You also have some of the most valuable experience and expertise in the entertainment 
industry related to sourcing, packaging, marketing and selling an entertainment promise 
to consumers, and delivering on it,” he added. “Your challenge is to leverage all of those 
strengths to build competitive advantage and success in this tech-enabled world. The 
advantage is yours, to use or to lose.”

The ultimate goal is creating new experiences that consumers are happy to pay extra 
for – a task in the digital age that calls for a high level of cross-industry collaboration. 
“It requires a new kind of convergence,” Pyne said, “not just merging technology 
but converging all of our focus around the consumers who drive our businesses and 
determine our success.” 

Easier said than done, as Pyne admitted but he highlighted recent carriage deals where 
digital access had become a key part of negotiations. Time Warner Cable, the second-
largest cable company in the US, secured a range of on-demand and multiplatform rights 
in addition to new programming for example, helping the operator to bolster its appeal 
versus over-the-top rivals such as Netflix, another Disney distribution partner. Disney is 
also rolling out ABC TV On Demand internationally with different partners, while providing 
content for operators’ VOD offerings in the US. 

Keynote and Q&a: dISney

Ben Pyne, Disney Media Networks 

Many people think we programmers sometimes are 
idiots but we’re not, we get it“ “

Ben Pyne, Disney Media Networks

However, it is Disney’s primary consumer, the end-consumer, that ultimately defines 
every deal it does, and the company continues to explore free-to-air as well as direct 
consumer revenues, seeing interactive media as an opportunity to strengthen its own 
consumer bonds.

“Every decision we make has to be informed by the needs, wants and desires of our 
consumers,” Pyne said. “We need to understand how they feel about an issue, by listening 
to what they demand and watching what they do – or don’t do. To be successful over the 
long term, our business strategy has to reflect that knowledge – and so does yours.”

Change is a constant in media, Pyne argued, and maintaining the status quo 
is not an option, particularly when digital technology provides so many illegal 
avenues for consumers unable to access content legally in ways they want. 
 
“Many people think we programmers sometimes are idiots but we’re not, we get it,” 
Pyne said. “If they still think that, that’s okay, but we are trying to find ways to connect 
with consumers. We did a Netflix deal last year for our library product and again that 
caused a stir, but again it’s only made our brand more relevant. If you can do that, it really 
reinforces your proposition.” 
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After making its debut 15 years ago, Malaysian DTH service Astro has good reason to 
celebrate in 2011, having penetrated more than half of Malaysian homes and earning 
healthy ARPUs of more than US$25/month. Now astro Ceo Rohana Rozhan is working 
out how to revive growth in a challenging environment, aiming to extend Astro’s coverage 
into all of Malaysia’s homes while developing additional revenue streams via interactive 
and multiscreen services at the same time.

“In terms of share of wallet, there is plenty of room to grow for the rights products and 
services,” she said. “Knowing this, the next job for us is trying to map the consumers 
we have against infrastructure they have, their behavior and what they see is of value 
to spend more with Astro. That is going to be our next challenge.”

Rohana is confident that current business models have enough momentum to take Astro 
into 70% of Malaysian households on the back of economic growth and urbanization, 
though new strategies and partnerships will be needed to deliver further penetration and 
revenue growth. Low-cost and prepaid services, targeting the remaining 30% of homes, 
should launch “quite soon” while the company is already rolling out hybrid set-top 
boxes that can process both DTH and IPTV signals to enable more value-added services. 
 
A partnership with local ISP Time will help deliver HDTV to 167,000 subscribers in upscale 
apartment blocks, where legacy wiring prevents Astro from activating its new box; Rohana 
is looking to make similar deals with other broadband providers to connect a further 
183,000 homes in multiple dwelling units facing the same issue.

Increasing availability of fixed line and mobile broadband, accelerated by government 
mandate, is changing the competitive landscape for Astro, which as a DTH player 
has built its business so far predominantly providing one-way linear services. 
 
Traction for Astro First, a recently launched push VOD offering charging premium rates for 
new movies two weeks after their theatrical debut, hints at more diversified revenues to 
come, on personal devices such as mobile phone and tablets as well as on TV. “We feel 
we own the living room at this point in time,” Rohana said. “If we want to extend our 
products and services to more than one room, with communal and personal experiences, 
we have to address competitive devices. In the new world, that overtakes so-called 
multiroom.”

Rohana also anticipates Astro’s ad revenues will continue to grow, supported by 
continued investment in vernacular shows, particularly for Malay audiences, that help 
attract the mass audiences many advertisers are looking for. The new box should help 
with ad revenues too, by providing more accurate viewing figures, while trends towards 
more targeted marketing campaigns should further burnish Astro’s appeal.

“TV’s overall share of adex is still quite low – there’s a lot of room to grow,” she said. 
“What we see as very encouraging is that acceptance of pay-TV amongst advertisers 
is growing.”

In FocuS Q&a: aStRo

The next job for us is trying 
to map the consumers we 
have against infrastructure 
they have

“ “
Rohana Rozhan, Astro 
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Content exclusivity and triple-play services can bolster growth but the levers of real value 
for pay-TV operators could be customer segmentation and differentiation, suggested 
bruce Churchill, president of DirectV latin america.

DirecTV has around 9 mil. subscribers in Latin America, a region with some broad 
similarities to Asia, including youthful demographics and strong economic growth, that 
bode well for the growth of pay-TV. 

“You end up with a growing middle class as a result of young populations moving into 
their earning years in economies where jobs are being created,” Churchill noted. “To me, 
pay-TV is the absolute proxy for the middle class.”

The growth of DirecTV, which also has 19 mil. subs in the US, is partly due to its focus on 
video, providing a better product and experience than cable and telecom rivals, Churchill 
argued, though the DTH platform has had mixed success from tie-ups with broadband 
providers in the US and Latin America. “There is a segment that is price-sensitive and 
wants triple play – we have to figure out how to compete there,” Churchill said. “There 
is another segment that isn’t price sensitive and is happy to buy broadband and TV from 
different providers.”

DirecTV has crafted different offerings and business models for different subscriber 
segments, pushing HD and DVR to upscale demographics and prepaid services to less 
affluent groups, Churchill explained. He keeps a watchful eye on margins across the 
business, securing lower rates and pared down channel offerings from programmers while 
keeping costs in check by selling basic boxes and encouraging subscribers to install them 
themselves. This, combined with lower commissions to dealers, reduces net acquisition 
costs to less than US$100 per subscriber, setting breakeven after around 9-10 months.

“We wouldn’t do it if we didn’t make money,” Churchill explained. “We think of the 
return on investment on all our products.”

Bruce Churchill, DirecTV Latin America 

In FocuS Q&a: dIRectV

You can take content that a lot of other people have 
and present it in a way that does differentiate you“ “

Bruce Churchill, DirecTV Latin America

In addition to targeting different consumer groups, Churchill is also focused on building 
the business through differentiation, playing to the strengths of DTH delivery by offering 
HD content or multiple viewing options in popular sports tournaments, even though the 
content may be available on multiple platforms. “Our real strategy hasn’t been so much 
to have exclusive content, as it is to differentiate it,” he said. “You can take content that 
a lot of other people have and present it in a way that does differentiate you.”

Direct TV carried out a comprehensive global review to assess further growth opportunities 
worldwide, including in Asia where potential subscriber numbers in large growth markets 
such as India and Indonesia represent a sizable opportunity for a provider that already 
serves 28 mil. subs. The region that came on top with the biggest potential however was 
the one DirecTV is already in – Latin America.

“We don’t face some of the challenges such as foreign ownership restrictions that one 
would face in Asia – we own big portions of our business and consolidate big portions 
of them,” Churchill said. “We still think there’s a big opportunity in Latin America. Yes, 
we’re interested in Asia but it would have to be the right set of circumstances.”
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Having built a US$16 bil. market cap company around one genre – factual entertainment 
– are executives at Discovery Communications tempted by possibilities of growth from 
expanding into other programming strands? “It is something we think about,” said Mark 
Hollinger, president and Ceo of Discovery networks International. “Being an 
ambitious company we look at opportunities beyond simply nonfiction but there are a 
lot of challenges.”

Such a move, entailing buying and programming less familiar content, would nudge the 
company away from its core competencies, Hollinger explained, recounting the difficulties 
of tapping a free-to-air revenue stream in Germany, Italy and the UK, despite some 
success, particularly in Italy. “We think we can do well with any opportunity that is a 
nonfiction, pay-TV opportunity,” he said. “Moving either beyond the world of nonfiction 
or the world of pay-TV is more of a challenge for us.”

Such thinking informs Discovery’s growth strategy for Asia-Pacific, where the main goal 
is maximizing subscriber and advertiser revenues without straying too far from channel 
brands and their pay-TV promise. An ever-expanding content engine, fueled by US$1 bil. 
in annual spend increasingly from outside as well as within the US, provides increasing 
flexibility to tailor channels and channel portfolios to the needs of local markets, 
sometimes with content taken from sister channels elsewhere in the world.

Two major launches in the US for example, women’s channel Own and kids channel The 
Hub, may roll out into some international territories but in others will be used as content 
pools to bolster current channels or create new ones. “With Own and The Hub, what 
we have are two new major drivers of content that we can play with for international,” 
Hollinger said.

One recent launch, lifestyle channel, TLC, a rebrand in Asia for Travel & Living, is still 
finding its feet as executives search for the right programming mix. It’s still a work in 
progress, but is already proving to be a stronger proposition in the market, Hollinger said, 
noting that operators could expect more changes to Discovery’s suite of channels, with an 
eye in particular on building ratings growth.

“We’re working through a process which will probably culminate this summer and into 
our fall budgeting season of what else could be big audience drivers in the portfolio,” he 
added. “Some of that may be taking existing channels and supercharging them with a 
bit of content, some of that may be channel launches that would be new to the region. 
It’s a little hard to say what these are going to be, but I think we will see an effort to get 
another two or three channels in a stronger position than they currently are over the next 
12 months.”

International markets, currently representing about a third of revenues and operating 
profit, are becoming increasingly important to Discovery, their contribution growing 
at double-digit rates compared to single digits in the US, and there is much talk in the 
US headquarters in Silver Spring about when they will represent the majority share. In 
recognition of this, the company recently reorganized to encourage more migration of 
content between different markets and to facilitate more input from units outside the 
US on content development decisions. 

Mark Hollinger, Discovery Networks International 

In FocuS Q&a: dIScoVeRy
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In many markets around the world, including in Asia, ad sales is becoming a bigger growth 
driver than subscription revenues, helped in part by the evolution of the documentary 
genre into the broader field of what Hollinger terms nonfiction entertainment. At the 
same time, premiums once attached to driver content such as HD are starting to fade, 
while new formats such as 3D are unlikely to gain traction in the short-to-medium term. 
Hollinger is not overly concerned however.

We think we can do well with any opportunity that is a 
nonfiction, pay-TV opportunity“ “

Mark Hollinger, Discovery Networks International

“We’ve seen the way HD pricing and packaging develops over time,” he said. “It starts as 
a premium service, usually separately programmed, it moves to simulcast then it moves to 
non-premium. I don’t think we can fight that. We see our role pushing the general pay-TV 
proposition. We love the pay-TV model, we love the dual revenue stream model, and we 
want to see it succeed.”
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InDIa: a neCessaRy RatIonalIzatIon

Rising costs and intense competition conspire to make Indian pay-TV an unforgiving 
marketplace but the market is moving toward rationalization and consolidation, spurred 
by a number of catalysts.

Firstly, the rise of DTH has brought in new revenues for broadcasters; secondly, the 
incoming merger of Star Den with Zee Turner promises to rationalize the chaotic cable 
sector; and, finally, the government is pushing for digitization of the cable sector.

“You have no option but to mandate CAS [conditional access systems], it has to be 
notified” said Dish tV managing director Jawahar Goel. “I think without digital cable, 
we in the DTH industry won’t get the pricing power we require. We have to sort out the 
fragmentation in last-mile delivery and the issues it has given rise to – carriage and 
placement fees for channels and massive under-reporting and low monthly fees.”

The whole DTH business was founded on the premise of further cable consolidation, said 
Harit nagpal, Ceo of DtH operator tata sky. With more than half the money Tata 
Sky makes going to government or broadcasters, there is little left over for the rest of the 
business, he argued.

“I can’t cut my operating costs (OpEx); if I cut my OpEx I will give shoddy services,” he 
said. “I can’t stop investing because if I don’t invest, I don’t grow. But I can’t tell my 
investor beyond a point not to expect any returns from their investment. The only way to 
deliver on all these fronts is to deliver the number of rupees out there. That can only go 
up if there’s CAS.”

One solution would be consolidation, with six players competing in market that can 
arguably sustain three or four. DTH players wishing to merge face two main challenges 
however. Dishes for one network would have to be realigned, likely reducing the subscriber 
base by 10%, while in addition prices across the network would have to be harmonized, 
resulting in the loss of another 10% of subscribers. Few negotiations are likely to sustain 
momentum with the prospect of losing one in five of the total customer base, Nagpal 
suggested. “It’s a very strange situation,” he said. “There will be people among the six 
of us, and among the MSOs, who will not make money, and yet merger and acquisition is 
not going to be easy.”

From left: 

Jawahar Goel, Dish TV India Ltd 

Manu Sawhney, ESPN Star Sports 

Sameer Manchanda, Den 

Ravi Mansukhani, Indusind Media & Coummunications 

Harit Nagpal, Tata Sky
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In the long term, government plans to roll out broadband networks mean that cable 
operators would have to able to offer value-added services to compete. sameer 
Manchanda’s Den is one such MSO that is investing in broadband for a future service: 
“We’re still on a learning curve: our initial curve is to focus on high-growth digital 
volumes, seeding about 1-2 million boxes a year.”

More immediately, digitization offers operators more opportunities to shore up one of 
their main competitive advantages, strength of locality, by tailoring channel and service 
portfolios to the tastes of local subscribers. Broadcasters are increasingly expanding 
their repertoire of local-language channels to attract more audiences outside the Hindi 
heartland, and many more are on the way after the government awarded licenses for 
more channels from international broadcasters. This has already helped protect cable 
against incursions from DTH rivals.

“There would have been a bigger shift to DTH if it were not for the localization of these 
channels,” noted Ravi Mansukhani, Ceo of one of India’s largest Msos, InCable.

Conflicting business models of LSOs and MSOs are damaging the health of the entire 
industry, and a paradigm shift towards new models is desperately needed, noted esPn 
star sports (ess) managing director Manu sawhney. Encouragingly, the speed of 
uptake of mobile and online viewing is accelerating, he added, pointing to the volume of 
online and mobile views ESS recorded for this year’s cricket World Cup as Indians followed 
their home nation to victory.

I can’t tell my investor 
beyond a point not to 
expect any returns from 
their investment

“ “

Harit Nagpal, Tata Sky  
 

This is a huge growth 
market but it is volume-
based. ARPUs are still 
very low

“ “
Manu Sawhney, ESPN Star Sports

ESS plans to launch new high definition (HD) channels as it looks to capitalize on growing 
demand for LCD TV sets and the first wave of growth in DTH HD services. “At some 
point in time you need to get into the value aspect of it,” said Sawhney. “This is a huge 
growth market but it is only volume growth that is happening. The ARPUs are still the 
lowest around. At some point, we must start addressing that through services such as HD 
otherwise the business will suffer.”
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CaPItalIzInG on tHe DIGItal ConsuMeR

As broadband penetration and speeds pick up across Asia, operators are finding new 
ways to deliver content to consumers, but consumers are also finding more back doors to 
get at that content through over-the-top (OTT) services.

“We’d like to see the threat coming from the legal OTT, and it’s getting to be more the 
illegal OTT operators,” said neil Montefiore, Ceo of singapore-based telco starHub.

In places like Singapore where high-speed broadband was already a way of life even 
without the national broadband network, people were watching English Premier League 
Football for free through illegal sites while Singapore Telecom (SingTel) was paying 
hundreds of millions of dollars for the broadcast rights.

The availability of set-top boxes (STBs) and dongles in Singapore that link to overseas 
and China-based websites that deliver a lot of illegal content further aggravates things.

“It’s difficult for us to tackle it with the regulator and it’s difficult for the content owners,” 
said Montefiore, who also noted the reluctance of internet service providers to censor 
sites with illegal content.

The key for operators is a content management system (CMS) that scalably and cost-
effectively brings content to every digital platform that users are likely to access. However, 
this requires careful cooperation between operators and content providers.

“If you look at the handful of public references we have now for CMS, probably the most 
perfect one is AT&T with Hulu,” said Peter Papaioannou, Cisco operations director 
for cable & video solutions.

AT&T serves as the portal while syndicating content from Hulu and various online 
providers, and shares the ad revenue. This model offers a single user experience for all 
customers and while giving customers a choice.

“Their models actually work quite well and I’ve seen an uptake in their broadband subs. 
It’s really about testing the models in each of the markets, and making sure that the 
system is open enough to allow the catalogs to come through very sinuously and doesn’t 
incur more overhead to the service providers,” said Papaioannou.

From left: 

Peter Papaioannou, Cisco 

Neil Montefiore, StarHub 

Goh Seow Eng, SingTel Digital Home Division 

Jeremy Kung, Telekom Malaysia 
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In Malaysia where broadband is expected to penetrate 66% of households by end-2011 
according to research by Media Partners Asia, Telekom Malaysia’s (TM’s ) HSBB fiber 
service currently passes about 800,000 homes. The company aims to bring this up to 1.1 
mil. homes by end-2011 and 1.3 mil. by 2012. TM is looking to grow its year-old IPTV 
service, which has 46 linear channels, and VOD.

“We are open to anybody interested to work with us,” said telekom Malaysia eVP for 
new media, Jeremy Kung, of the company’s IPTV service. “There are a lot of thoughts 
about OTT here and OTT alone doesn’t make money. I think it’s a hybrid of both that will 
make money for everybody at the end of the day.”

In markets where it is too difficult to plug content leaks, a service that runs seamlessly cross-
platform can provide enough incentive for consumers to keep paying for content. However, 
high-speed broadband alone isn’t enough to guarantee seamlessness across multiple 
screens. Cloud computing is integral to ensuring efficient content delivery and management. 

Singapore Telecommunications (SingTel) is looking at using the cloud as much as 
possible in rolling out its content services, which include video as well as gaming, 
across other screens such as desktops, laptops, tablets and phones. Cloud-based 
content management will enable SingTel to offer follow-me services between the TV 
and portable devices such as tablets. 

“Many people are willing to pay, not a large sum but willing to pay,” said Goh seow eng, 
chief of singtel’s digital home division. “Make it seamless, easy. Our assumption is 
many people will pay for this service.”

Make it seamless, easy. 
Our assumption is many 
people will pay for this 
service

“ “

Goh Seow Eng, SingTel Digital Home Division  
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China is one of the major drivers of digitization in Asia, thanks to a major state-
supported drive to upgrade analog cable networks, unfolding at a breathtaking pace to 
hit a target analog switch-off date of 2015.

The most immediate impact will be on cable infrastructure, good news for set-top box 
manufactures, but the longer-term effect promises to be even deeper transformation, 
opening up new revenue streams for a traditionally utility-oriented industry where subs 
fees are set by local authorities rather than the market. Although government loans, tax 
breaks and subsides have helped power this digitization drive, operators still need to 
show returns on the investment, and are being encouraged to develop more consumer-
oriented services such as premium tiers and on-demand services.

HD in particular is proving a popular draw, even though HD content is in short supply, 
reported Jiang Qinghan, president of China Cable network, one of China’s largest 
cross-provincial MSOs, operating 18 systems across five provinces. “HD is the key to 
make us successful,” he said. 

Basic analog tiers are already well-stocked with a wide variety of channels, making 
it difficult to persuade people to pay for more, and prompting operators to focus on 
interactivity and HD to recoup their digital investments. Shanghai-based Oriental Cable 
Network (OCN), China’s largest single city network, is experimenting with VOD and 
catch-up services, as well as other new services ranging from education to karaoke, 
though currently HD supplies the majority of pay-TV revenues, noted oriental Cable 
network’s sVP liu Jiu Ping. High-speed data services are also profitable, he added.

Although competition has been partly managed by the regulatory authorities, operators 
are facing the prospect of greater rivalry from telecom companies as the central 
government starts to encourage greater inter-industry competition. This is particularly 
noticeable in Shanghai, home to China’s largest IPTV network.

“Networks can deliver – DOCSIS can deliver high-speed data as good as the phone 
companies,” said Graham Hollis, eVP for liberty Global. “Our international 
experience echoes what we’re hearing in China. We’re going to see certain aspects of 
this progress so much faster than in other parts of the world.”

chIna: cable’S Role In ShapIng tRIple-play dIgItal  
conVeRgence

Jiang Qinghan, China Cable Network 

One of the biggest challenges facing cable operators is getting the business model 
right, said luo yi, sVP of China’s largest provincial cable operation, sichuan 
Cable network. Geographical challenges are slowing down digitization efforts at a 
provincial level though increased consolidation between networks in different areas, 
especially noticeable across Sichuan province over the last two years, should accelerate 
province-wide upgrades.

This move towards increasing scale, being played out in provinces across China, will 
also aid the cable industry’s transition from utility services to more demand-driven 
business models.

“Internationally, cable networks have always been competing with satellite, with the 
phone company, and have always done very well,” Hollis said. “The strength of the 
network is excellent, and IPTV is not without technical disadvantages. Delivering video 
as a compelling proposition to consumers is a non-trivial task and something cable 
operators are very good at.”

HD is the key to make us successful“

“

Jiang Qinghan, China Cable Network
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Although digital’s promise of multiscreen, multiplatform content delivery has stirred 
plenty of debate, particularly between operators and content owners, many companies in 
Asia are preoccupied with more immediate issues, such as rolling out HD.

“There are issues to still overcome in HD,” said Darby sanchez, Ceo of GlobeCast 
asia, a provider of media management and content delivery services. “At a technical 
standpoint, we can do playout in HD. The issue is the ability or making a business case for 
carriage among many of the operators in many of the regions.”

HD adoption remains small in largely analog markets such as India where around 74,000 
homes were subscribing to HD services by the end of last year, according to estimates 
from Media Partners Asia (MPA), out of a pool of 27 mil. digital homes from a total 
universe of approximately 114 mil. pay-TV subs.

Out of about 500 channels available in the country today, less than 10 broadcast in HD. Of 
those, Star Den distributes four. “The real challenge is that the content was not available,” 
said Gurjeev singh Kapoor, Ceo of channel distributor star Den Media services. 
“The content has just come in now. We want to be the flagbearers as far as HD seeding is 
concerned and we want to be the first as far as HD offerings are concerned.”

Analysts from MPA expect revenues from HD in India to grow from ~U$4 mil. in 2010 to 
~US$440 mil. in 2015 and US$1.1 bil. by 2020 – by which time India will be the fourth-
largest HD market in Asia after Japan, China and Korea.

Improved capacity with new compression technologies will also drive HD penetration by 
bringing down cost. “We had a situation many years ago where one channel was one 
transponder, but now with MPEG-2, MPEG-4, the standard depth is up to 20 channels 
per transponder. HD will run four to six,” said Kurt Riegelman, global sales sVP of 
Intelsat. “So the price per megabit has come down dramatically.”

Broadcasters delivering simulcast services in HD and SD can make additional savings by 
transmitting a single HD signal and extract an SD signal on the ground at the head-ends. 
At some point, this can also be done for other digital services such as 3D, though demand 
for 3D content tends to be limited to special events supplied in on-demand rather than 
linear environments.

From left: 

Darby Sanchez, GlobeCast Asia 

Gurjeev Singh Kapoor, Star Den Media Services 

Olivier Laouchez, Trace TV 

Kurt Riegelman, Intelsat 
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“Smarter boxes on the fringe means less duplication space, which means more efficient 
space, which means costs back down,” Riegelman said. “So the whole point is put it up 
once and then downconvert at the end.”

Broadcasters that can provide seamless multi-screen and multi-platform TV – the new 
frontier – are the ones that have fully digitized, though in reality many are progressing 
through various stages of digital transition across different parts of business

“The combination of services is rendered more efficient and easier once digital asset 
management is more ubiquitous throughout the system,” said Sanchez. “We’re talking 
a couple of years, but there are already channels that are fully digitized, that can make 
use of more serious connectivity and an easier way of reaching the multiple platforms.”

Legacy issues are less relevant for new channels, such as native HD channel Trace Sports, 
officially unveiled at APOS, launching simultaneously on TV and on mobile in eight 
languages across 80 countries.

“When you launch now a new content proposition, you cannot think only one distribution 
platform – you have to think about the 360 experience that viewers will have on a daily 
basis,” said olivier laouchez, co-founder, chairman and Ceo of trace tV. “We have 
to think about the channel on whether the format could be available for the TV screen but 
also for the small and mid-sized screen. It’s really a new way of thinking from the very 
beginning – the content proposition to all the different things.”

The price per megabit 
has come down 
dramatically. Smarter 
boxes on the fringe 
means less duplication 
space, which means 
costs reduce

“

“

Kurt Riegelman, Intelsat
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In FocuS Q&a: FoX InteRnatIonal channelS

“We are in the business of giving great content to our platforms and to our advertisers, 
and that’s where our clients want us to spend money,” said Hernan lopez, president 
and Ceo of fox International Channels (fIC). “Not in bandwidth, not in playout, 
not in overhead. I think we’ve done a really good job of keeping our costs – other than 
marketing and programming – down, so we have more scale and can bring more product 
to our customers more quickly.”

FIC, overseeing all markets in Asia bar Star China and Star India’s local-language 
operations, has grown dramatically into a half-billion-dollar operating concern with 20% 
topline growth. Five years ago, only two markets were making more than US$5 mil. in 
operating income, Lopez pointed out. “More than 80% of our business today comes from 
markets that only five years ago weren’t big markets at all,” he said.

This scale helps justify increased investment in original productions, including plans for 60 
hours of original Asian factual and entertainment programming next year, with about half 
of that in India. The latest budget also has a remit to ramp up FIC’s entertainment library 
in particular, to lessen the company’s reliance on acquired shows. “In factual we own a 
substantial majority of our content,” Lopez said. “In entertainment we have been more 
renters than owners. We are shifting to a model where we own more of the content, both 
at the global level and the local level.”

Lopez also wants to keep his foot on the pedal in terms of promotional spend, now 
accounting for about 5% of FIC’s topline worldwide, in order to strengthen consumer 
associations with FIC programs and channels, increasingly being consolidated globally 
under major umbrella brands. Notably, the digital component of marketing is becoming 
especially important.

“More consumers now, as a result of higher broadband penetration, are finding or being 
exposed to content they would not normally find out about,” Lopez said. “In social 
networks, a lot of people follow the series that their friends are watching. Broadband 
is helping consumers take a second look at content, ultimately driving demand for it.”

FIC has been ramping up its presence in the entertainment, factual and movie genres 
in Asia, spinning off niche channels to deepen its demographic penetration and expand 
the overall viewership base. One sector with a lower profile than Lopez would like is 
lifestyle, flagging up FIC’s successful Latin American offering Utilisima as one that could 
expand its reach. 

FIC needs a wide range of channels to support different tiers, Lopez explained, helping 
operators gain new subscribers and upsell existing ones. The system works best when 
channels are clearly differentiated.

“Sometimes the differentiation will be that the premium tier has no advertising and 
is in high definition and has more exclusivity against other windows,” he said. “Or – 
something we’re working on – we can offer multi-device portability so super premium 
subscribers can get the access everywhere they want. On mini-basic, it will be more 
local-language originally produced content, and more ad-supported.”

In factual, we largely own 
content. In entertainment, we 
have been more renters than 
owners...we aim to own more 
of the content, both at the 
global and local levels

“
“

Hernan Lopez, Fox International Channels
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Abe Peled joined NDS in 1995, when DirecTV first launched DTH operations in the 
United States with a set-top box that cost US$700 – the dawn of digital television, he 
wryly noted. There was much skepticism about DirecTV’s new service Peled recalled, as 
around eight of ten homes already subscribed to cable with 70 channels to choose from 
– enough, it was thought, for anybody. Despite the high price, DirecTV turned out to be 
a phenomenal success, as well as a foretaste of how digital technology would transform 
pay-TV. One million households bought the box, in return for 200 channels and a state-
of-the-art seven-day EPG. 

“Consumer choice is a great driver of pay television and digital has made it possible,” 
said Peled, NDS Group chairman and CEO. “That choice is constantly expanding.” 

Technology made another vital contribution to pay-TV growth by bringing down costs, 
with more powerful boxes on sale today for a fraction of the cost of the one sold by 
DirecTV in 1995. That, combined with Asia’s vast populations, demographically young and 
more likely to adopt new technology, results in a heady prescription for growth. 

“We have to adjust our mind to the numbers,” Peled said. “Because the costs are already 
lower, the adoption rates are going to be a lot faster.”

Asia’s growth story has played out for NDS too, accounting for over 20% of revenues 
today from zero when Peled first joined. Future growth in the region will focus on three 
areas: continued penetration of DVRs, a transformative technology currently in around 
25% of NDS’ Asian homes; improved user interfaces, increasingly expected by owners 
of graphically rich and user-friendly smartphones; and hybrid boxes with broadband 
connectivity, giving viewers access to even more content than ever. 

Home gateways, boxes that control the distribution of voice, video and data to multiple 
devices throughout the home, will also start to become more prominent in more affluent 
markets over the next two to three years. The technology is relatively new however, with 
NDS’ offering making its US debut this year.

People’s appetite for new services always outpaces the ability of infrastructure to provide 
them, Peled noted, with restrictions on foreign investment in some Asian markets holding 
back development further. Nonetheless, the growth of DTH will spur investments in 
broadband networks, while government support in markets such as Australia, China, 
Malaysia and Singapore will further ramp up speeds.

Over-the-top also enables other services however, including a recently launched product 
called Infinite TV Exchange, a B2B content marketplace enabling niche channels to 
reach viewers from all over the world via broadband networks. “You can aggregate a 
worldwide audience through over-the-top, where the cost of delivery is proportional to 
the number of people watching it, rather than a fixed cost to carry a satellite channel or 
cable channel,” Peled said.

How fast these new services take off will largely rest on available bandwidth. Home 
gateways require upwards of 50 Mbps broadband speeds, while video streaming services 
are already straining existing networks. Linear services are unlikely to be threatened by 
OTT rivals anytime soon.

“When 300,000 people watch Netflix in prime-time, that accounts for 20% of US 
capacity,” Peled said. “It’s not going to go from 300,000 to 30 million overnight, and 
especially not for four hours a day.”

In FocuS Q&a: ndS gRoup

We have to adjust our mind 
to the numbers.  The costs 
are already lower, and the 
adoption rates are going to 
be a lot faster

“
“

Dr. Abe Peled, NDS Group 
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The lack of interactivity with DTH TV, lacking the back channel that digital cable and IPTV 
platforms have, is an ongoing challenge for DTH operators. One option is to partner with 
a telco, but that tends to be more of compromise than a perfect marriage, said scott 
zimmer, sVP of echostar, international subsidiary of Dish network.

“That’s not always the greatest way to do it,” he said. You’ve got two businesses moving 
in different directions with different incentives, but both realize they can’t do what the 
other does as well as the other.”

Executives at Dish USA feel they have partially solved this problem by buying Hughesnet, 
another DTH service but one that provides broadband rather than TV. Around 30% of 
Dish subscribers are in areas that are underserved or not served at all by other forms 
of broadband, making the acquisition an appealing option. “We are very enthusiastic 
about satellite broadband initiatives,” Zimmer said. “We thought about starting that 
business on our own but this is a better alternative.”

Such a move serves as an additive service in the US, helping rein in subscriber churn, but 
in large Asian markets such as India, Indonesia and the Philippines where broadband 
networks are less developed, it could be a game-changer, he added. “The thing that excites 
me most is the marriage of some of the wireless technologies and our infrastructure and 
our ability to do things from a satellite point of view.”

One small idea that made a sizable difference to the bottom line was installing software 
in set-top boxes to assess when the batteries in TV remotes were getting low, flashing up 
a message on the TV to let subscribers know. 

“That in itself, when we started doing this about five years ago, saved us three million 
dollars a year just in phone time, not in the people’s time, just in the money we paid the 
phone companies.”

Scott Zimmer, EchoStar  

In FocuS Q&a: echoStaR

Satellite TV is going to be around for a long time“

“

Scott Zimmer, EchoStar 

Customer service centers are costly places to run due to high staff turnover – churn for 
Dish is about one in three employees each year. “Customer service is always a nightmare,” 
Zimmer said. “It is probably, speaking from the operator side of things, the single most 
difficult part of our business to do well.”

Despite these difficulties, the future remains bright for DTH, particularly in Asia where 
it often provides the only channel to deliver pay-TV channels to millions of households. 
“Comments have been made about over-the-top, comments have been made about our 
ability to do interactivity and how that will affect our business but we do one thing very, 
very, very well – it’s deliver a lot of channels in a very inexpensive way,” Zimmer said. 
“You launch a satellite, you put a beam over the United States and you’ve passed every 
home for less than five dollars. It is the right kind of technology for the mass market. In 
countries like India and Indonesia that will take a while to be cabled and wired with the 
kind of infrastructure that is necessary for a robust media experience, satellite TV is going 
to be around for a long time.”
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In FocuS Q&a: VIacoM

It’s been five years since Viacom, home to iconic channel brands such as MTV and 
Nickelodeon, implemented a major restructure in Asia-Pacific, rolling back regional 
resources in favor of a more focused approach to localization.

The foundations for profitable growth are much stronger as a result, explained Viacom’s 
International Media networks Coo Pierluigi Gazzolo, allowing Viacom to step up 
local content investments and revenues from a developing consumer products business 
while strengthening ties with consumers and operators. Operating profit has more than 
tripled since 2008.

“We have now created a very diverse business environment, with very different business 
models,” Gazzolo said. “We understand much better what certain markets in Asia require. 
You’re going to see a much more productive environment.”

Two large markets have been moved out of Viacom’s Asia-Pacific network: India, already 
a major revenue contributor where Viacom has also launched a hit GE channel Colors 
through a JV with domestic media conglomerate TV18; and Australia, now more closely 
aligned with English-speaking markets in the rest of the world. Meanwhile, China, Japan, 
Korea and Singapore have been empowered with more local autonomy. Business models 
where Viacom directly controls its content are preferred, but legacy licenses in Taiwan, 
Thailand and Vietnam still have a role to play. “We’re okay with that but we are not going 
to continue on that route anymore,” Gazzolo said.

One important change has been to pull together responsibilities for channels, program 
sales and consumer products. This, coupled with new market-specific windowing 
strategies, helps Viacom increase its exposure to boost sales of consumer products, 
while maintaining strong pay-TV relationships. Gazzolo also wants to build out Viacom’s 
presence in on-demand environments, both VOD services provided by pay-TV operators 
as well as OTT platforms, which Viacom uses to tap long-tail revenues through library 
product in the US. “Pay-TV is always going to be first,” Gazzolo said. “However, we do 
have brands that require more than pay-TV so it’s very important to co-exist in a multi-
platform environment.”

Having experienced viewing and revenue surges from operators’ VOD services in markets 
such as Japan and the UK, after long-form content is moved out of music into lifestyle and 
entertainment sections, Gazzolo is keen to work closely with operators to ensure they can 
maximize the value of MTV properties. 

“This is all about MTV,” he said. “Nickelodeon is very defined as to who we target and 
what we are. People still struggle with the definition of MTV, which used to be a music 
channel only. We have evolved to be a youth destination.”

Meanwhile the success of locally produced reality shows Shibuhara Girls in Japan and 
Freshwater Blue in Australia signals the start of a concerted push to ramp up local 
production centers, a phenomenon also happening in other parts of the world such 
as Latin America, with an eye on pushing out more long-form as well as short-form 
content worldwide. “We are now starting to get very aggressively into our own long-
form production,” Gazzolo explained. “We have evolved to the point where we now 
understand where we need to be local, where it’s worth being local and where the talent 
exists to get closer to our audience.”

Pierluigi Gazzolo, Viacom International Media Networks 
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Gazzolo also hopes to debut a new subscription-based multiplayer game starring 
SpongeBob SquarePants, one of Viacom’s most popular franchises, in Indonesia this year 
before rolling it out globally.  One area he has no designs on however is distribution, one 
big reason why Viacom passed on the opportunity to buy social networking site MySpace, 
seen in its heyday as an MTV for the internet age.

We do have brands that require more than pay-TV 
so it’s very important to co-exist in a multi-platform 
environment

“ “

Pierluigi Gazzolo, Viacom International Media Networks 

“Our job is to create hit content,” Gazzolo explained. “We’re not distributors and we’re 
not going to get into the business of buying a platform to distribute our own content. I 
think as long as we have good content, our content is going to live everywhere.”
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Many homes in Southeast Asia that can afford pay-TV have chosen to go without, largely 
due to the strength of free-to-air terrestrial offerings and ignorance of what else pay-TV 
provides. Persuading this group to sample pay-TV, through sales pushes and cheaper entry 
level tiers, has proven to be a source of growth for operators.

Research conducted by MNC Sky Vision indicates that out of more than 50 mil. homes 
in Indonesia, around 15 mil. can afford pay-TV – still a far cry from current penetration 
of just over 1 mil. “We need to tell them about the benefits of pay-TV, and they need 
to experience it,” said Rudy tanoesoedibjo, president director of DtH provider 
MnC sky Vision. “Once they experience it, they know they need it. It’s not a question 
of affordability.”

The tactic seems to be paying off, with Sky Vision upselling about 20,000 homes a month, 
but it’s a double-edged sword, as lower-price tiers also encourage churn. Sky Vision has 
started bringing consumer-facing functions in-house, such as sales and customer support, 
to shore up growth and rein in subscriber turnover – an investment few rivals are making. 
“The potential is very significant, but also the market is not as easy as many people think 
it is,” Rudy said.

In the Philippines, another large market with low pay-TV penetration, digitization has 
enabled leading MSO SkyCable to start tiering its services, offering a la carte extras as 
well as mini packs to bolster ARPUs. “Our strategy has been you bring in the customers 
low because that is where we want to expand – the mass market,” said skyCable’s head 
of marketing Rodrigo Montinola. “A month or two later, you start upselling them, one 
channel at a time.”

SkyCable typically leads an upsell push with an English movie channel, because its lowest 
priced tier, comprising 20 local and foreign channels, doesn’t include one. Cheaper tiers 
account for more than 60% of new sales at SkyCable each month, while around a quarter 
of subs on these tiers sign up for more channels. These are vital for company vitality, as 
revenues from the lowest tiers alone are not going to be profitable in the long term, said 
Montinola. “What is important for us is to get them in and continue to improve their 
ARPU as we go along.” 

This is also one compelling reason to invest in localized content, whether it is operators 
creating their own channels or content providers developing original productions for pay-
TV platforms. “People need to understand why they should pay for their television,” said 

From left: 
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Paul Robinson, managing director of children’s broadcaster KidsCo tV. “You’ve 
got to offer things that are otherwise not available on free TV. We’re spending a lot 
more money now on original production. It works in ratings terms, it works in marketing 
terms and it gives you a story to tell.”

In Indonesia, even subtitling a channel can take it up the viewership rankings from the 
50s to the early 20s, Rudy noted.  MNC Sky Vision will be able to accommodate ~50 more 
channels for Indovision after an MPEG-4 upgrade, but there’s a caveat: “We welcome 
new channels who want to participate, but there’s one message I have to convey here,” 
Rudy said. “Localize.”

Higher penetration of English reduces the need to localize in the Philippines, Montinola 
noted, though SkyCable is working with sister company ABS-CBN, one of the archipelago’s 
biggest broadcasters, as well as with foreign turnaround channels, on other areas to 
drive value, in particular HD and pay-per-view services.

“People are still watching linear TV and will continue to do so, but I think you can add 
to that experience,” Robinson said. “In markets where there’s a VOD service plus a linear 
channel, we find that time spent with KidsCo actually increases.” The children’s network 
plans to roll out its own VOD service MyKidsCo across the region starting with Singapore. 

Cable operators in other large Southeast Asian markets such as Thailand and Vietnam are 
also experiencing less momentum in volume growth, prompting digitization to help push 
up APRU through tiering and value-added services. Paying for this represents a challenge 
however, even as technologies become more affordable.

Low two-way penetration limits the repertoire of value-added services operators in 
Southeast Asia can offer in the short term to one-way services such as push VOD, noted 
francois Moreau de saint Martin, Ceo of tV technology company Viaccess. “I 
think operators can already anticipate the growth of broadband that will take off quite 
quickly in Southeast Asian countries, and be prepared to move to IP-based services or a 
combination of IP and broadcast networks.”

New platforms also open up alternative revenue streams for content providers, 
particularly as rights-holders can start promoting franchises online, as Turner has 
done with its kids offering, Cartoon Network. One of its star characters, Ben10, has 
already earned more than US$1 bil. in sales, said anshuman Misra, sVP of turner 
International asia Pacific.

“Licensing is one of the big growth drivers we see coming up in the next few years,” 
Misra said. “Not only GDP growth, but retail infrastructure and things like that can really 
help the merchandizing business.” 

Once they experience 
pay-TV, they know they 
need it. It’s not a question 
of affordability

“ “

Rudy Tanoesoedibjo, MNC Sky Vision Networks 
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Korea’s pay-TV landscape is in a state of flux, thanks to low ARPUs lowering the barriers 
of entry for new platforms, high broadband penetration providing new ways to deliver 
video to the home and new channel entrants.

The main beneficiary in recent years has been IPTV, with more than 3.6 mil. subscribers 
in a market where cable operators have traditionally held sway but have been slow 
to digitize. IPTV operators shouldn’t become too complacent however, warned young-
lyoul lee, sVP at market leader Kt Corp., as this environment is also fertile territory 
for over-the-top services, able to offer a similar portfolio of online content to internet-
enabled TVs. “Our strategy is to evolve smarter IPTV,” Lee said. “Our coming set-top box 
will have web-compatible features, enabling web browsing and access to flash-based 
content, which can enrich the IPTV experience.”

Access to attractive content is a critical issue for IPTV operators in Korea, as many 
channels are locked into pre-existing exclusive deals with their cable rivals, reining in 
IPTV penetration. KT has partially solved this, and enjoyed a lift in subscriber growth as 
a result, with a new hybrid service, Olleh TV, combining on-demand services via IPTV 
together with linear channels from KT’s DTH service, SkyLife. 

Olleh also recently launched a mobile service, Olleh TV Now, to shore up KT’s competitive 
position as viewing extends across different screens, noted Lee, who is also head of Olleh 
TV. Low Arpus also mean some households are happy to pay for multiple services from 
different providers – around three in five IPTV households also subscribe to cable – and 
future lines of competition are likely to evolve around the delivery of value-added services.

Korea’s largest cable company, CJ HelloVision, reporting 1 mil. subs on digital cable in 
2010, has also been diversifying its services to co-opt potential threats from both legal 
and illegal broadband rivals, launching an online video platform, TVing, which will branch 
out to mobile devices as well as international markets next year. In 2010, the company 
also announced an ambitious goal of securing 40% of pay-TV revenues in Korea by 2020, 
including revenues from multiple devices as well as from overseas. 

“CJ HelloVision positions itself not only as a system operator, but also as a content 
distributor,” said CJ HelloVision VP William bae. “We just focus on how we can 
provide services customers want. Even if this means internal competition, we are 
preparing for both directions.”
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Corrosive competition between cable players is widening the capability gap between 
rival operators, Bae said, anticipating market consolidation in the medium term while the 
strongest ramp up digital services, including VOD and games, as well as overseas expansion.

Despite the shifts in the competitive landscape for pay-TV distribution, the content side 
of the business is less dynamic however. Although new players sometimes displace old 
ones, the nature and structure of the business remains largely unchanged. Low subscriber 
revenues mean program providers rely on advertising for 70-80% of their income,  
discouraging the development of niche content in favor of more generic offerings aimed 
at wide audiences.  

New rules lifting some of the existing advertising restrictions on free-to-air networks, 
such as in-program ad breaks for example, as well as new licenses for newspaper groups 
to develop their own terrestrial channels, should further intensify competition for ad 
dollars and carriage. 

Over time, the appetite for more diverse channels could grow, though the winners in the 
short-to-medium term are likely to be the leading content players and distributors able to 
exploit their access to mass audiences.

“There is no long tail in Korea, in terms of viewers and the ad market,” Bae explained. 
“Everything is centralized. Instead of doing many niche channels, focusing on main 
channels is better for advertising and better for doing business with a major MSO or IPTV.”

There is no long tail 
in Korea in terms of 
viewers and the ad 
market. Everything is 
centralized

“

“

William Bae, CJ HelloVision 
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After years of relative stasis, a cable digitization push has begun to reshape Taiwan’s 
pay-TV market. More dramatic change potentially lies around the corner however, in the 
form of wide-reaching legislation designed to promote competition and accelerate digital 
take-up.

“We’re a little cautious and a little concerned,” said Chuck Mcelroy, Ceo of the island’s 
second-largest Mso, China network systems, awaiting approval for a majority 
investment led by local conglomerate Want Want. “We think competition is good, but it 
needs to be on a level playing field.”

Reforms aimed at unifying telecoms and broadcast legislation include proposals that 
could trigger a whole new set of competitive dynamics, with plans to reduce the number 
of cable franchise areas, making them larger and more attractive to new entrants, coupled 
with new targets for digitization that McElroy, for one, considers unrealistic.

Early adopters have mostly driven digital take-up so far, and mass adoption is unlikely 
without more local content in HD or additional subsidies to encourage households to 
upgrade, he noted. “The current trajectory is not going to get us there.” 

There were 277,000 digital cable subs in Taiwan at the end of last year according to 
estimates from Media Partners Asia, less than 5% penetration of cable subs. MPA expects 
digital penetration of cable households to reach just under 40% by 2020, signalling that 
current take-up trends fall short of government ambitions.

Taiwan’s largest MSO Kbro, which has so far proved the most successful of Taiwan’s major 
operators in digitizing its user base with 170,000 digital subs, about 13% of total base, 
has committed to the regulator that this figure will reach 50% penetration by 2015. The 
company was acquired last year by the Tsai family, who also own Taiwan Mobile, and 
plans to use the connection to its advantage as new competitive dynamics emerge. “We 
can see telcos or content providers entering the market and causing a price war but we 
also think there is an opportunity for us to introduce differentiated convergent services,” 
said Kbro’s Cfo, leon lu Jung-Hwei. 

Cable broadband has become an increasingly important revenue engine for Taiwanese 
cable operators that need to invest in digitization, particularly as regulation continues to 
pare down ARPUs from analog services. Operators have been able to expand their share 
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of broadband revenues but growth has slowed of late as incumbent telco Chunghwa has 
launched a fierce fightback with a series of price cuts to consumers and ad campaigns 
targeting cable customers.

Operators need to follow suit to retain their customers, but a more troubling concern is how 
much Chunghwa charges operators for bandwidth, Lu said. “We should get fair competition. 
We will discuss the issue with the government to lower the wholesale price otherwise they 
will use their market power to attack us.”

Digitization has made a small dent in piracy, estimated to account for 10-20% of cable 
subs, though it is unlikely to make a major impact as content is freely available outside 
the island’s own TV infrastructure. At the same time, increasing broadband penetration is 
opening the scope for competitive services to some of the main selling points for digital 
cable, DVR and VOD. Nonetheless, despite delays in digitization, operators in Taiwan are 
better positioned to co-opt changes in viewing behavior than their counterparts in many 
other markets, pointed out Michael Ivanchenko, sVP of sales and operations in asia-
Pacific for nagra Kudelski.

“The key thing in Taiwan is there are challenges but all the cable networks are true two-
way and support IP,” Ivanchenko noted. “That puts them in a position to grow in these 
directions. There are a lot of other countries faced with over-the-top challenges that don’t 
have that, and are trying to catch up.”

We think competition is 
good, but it needs to be 
on a level playing field

“ “

Chuck McElroy, China Network Systems 
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Deal-making in Asian pay-TV has experienced a notable revival, following a lull in the 
wake of the global financial crisis. Investments have come in a variety of guises, from 
mid-size deals in Korea, where operators have taken advantage of regulatory changes 
to increase market share, to large strategic transactions in Taiwan, reflecting the healthy 
cash flows and market positions of leading Taiwanese operators, as well as growth market 
acquisitions in large consumer proxies such as India and Indonesia.

“It’s been a very busy 12 to 18 months in terms of transactions across the region,” 
said tony Holt, executive director and co-head of Macquarie Capital advisers’ 
telecommunications, media, entertainment and technology group. “It is difficult 
to apply a generic valuation set across the group. There has been an enormous amount 
of variety.”

This activity will continue to diversify for the foreseeable future, driven by an increasing 
number of investors entering the market, a step change from recent cycles mainly 
characterized by private equity firms entering and exiting pay-TV investments in relatively 
mature markets such as Korea and Taiwan. Now private equity firms and other investors, 
from local conglomerates to international strategics to institutional investors, are looking 
further afield, pushing up prices for sellers in Asian growth markets.

“It’s been fairly difficult for public market investors to find good proxies for consumers 
in markets like Indonesia,” said Gregory thiery, head of southeast asia Media & 
Communications for Morgan stanley. “Going forward, when you look at the some 
of these investments getting monetized in the public market and IPOs of some of these 
businesses, they are liable to be a good proxy for the market, and therefore should attract 
high EBITDA and P/E multiples.”

Further activity is expected in Indonesia’s TV sector, following PE firm CVC Capital 
Partners’ purchase of 49% of Indonesian cable operator First Media in March, at a 
relatively high multiple for a non-controlling position. Hary tanoesoedibjo, Ceo of 
Indonesia’s largest media group, MnC, is exploring a range of fund-raising options 
for his DTH pay-TV unit Sky Vision. Hary issued a bond last year to help finance a new 
satellite, but now is considering digital upgrade for Sky Vision, which will require further 
capital. The pay-TV operator may IPO in the second half of this year. Favorable valuations 
from the First Media transaction are encouraging for Hary. Longer-term, Hary may also 
make cable acquisitions of his own, to deepen penetration in urban centers and secure 
access to two-way broadband infrastructure to complement his one-way DTH platform.

From left: 

Hary Tanoesoedibjo, MNC Group 

Brahmal Vasudevan, ChrysCapital 

Gregory Thiery, Morgan Stanley 

Tony Holt, Macquarie  

pay-tV’S InVeStMent pRoFIle
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“Cable will grow in bigger cities, in Jakarta and Surabaya,” he said. “We have to do 
both – we have to grow DTH and sooner or later we will also be in cable, either through 
organic growth expansion or acquisition.”

Thanks to its size and economic growth, India is also proving attractive to buyers, 
though with a handful of exceptions media investors have seen generally poor returns 
in recent years, while extensive fragmentation in cable and severe competition in DTH 
mean future outcomes are less clear than in Indonesia.  DTH offers few opportunities 
for external investors, with three major players – Bharti Airtel, Sun and Tata Sky – 
backed by well-resourced strategics, while PE firm Apollo has already injected capital 
into another leader, Dish.

In cable meanwhile, where ARPUs remain too low for MSOs to embark on mass digitization 
efforts, valuations have dampened investor enthusiasm. “Investors are probably a 
little skeptical they will get a return at these valuations,” said Brahmal Vasudevan, 
managing director of PE firm, ChrysCapital Investment Advisors.  “It’s going 
to be a huge challenge. The most profitable part of the cable value chain is the local cable 
operators – the problem is his incentive and ability to digitize is not there.”

Moreover, investors tend to underestimate risks in Indian media, Vasudevan added, 
further inflating valuations. On a broader front, Indonesia represents the most interesting 
country in Southeast Asia, not just because of its size but due to its low penetration of 
pay-TV among addressable homes. “If I was writing a check today, Hary is the guy I’d like 
to convince.”

If I was writing a check 
today, Hary is the guy I’d 
like to convince

“ “

Brahmal Vasudevan, ChrysCapital 
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Pay-TV’s appeal to advertisers undergoes a significant transition after penetration passes 
a certain level, starting to compete with free-to-air channels for a slice of TV budgets for 
the first time, after focusing on sponsorship and content integration deals in the past.

In Australia, this happened when penetration reached 15%, making pay-TV an attractive 
option to add incremental reach and value, recalled brian Gallagher, Ceo of Ignite 
Media brands, a sales house representing pay-TV brands in Australia and New Zealand.

That opportunity might even have come sooner, Gallagher suggested, though the sales 
approach at the time focused more on the medium and less on the numbers. “They 
pigeonholed themselves somewhat into profiling – agencies could have been pressed 
a little bit harder for some trading arrangements at that time,” Gallagher said. “I think 
there is some validity for trading arrangements at under 10% penetration.”

Channels that offer a loyal but differentiated audience can still command premiums based 
on more integrated sales, for some channels accounting for two thirds of their ad revenue. 
There is still a lot of upside here for leading channels, particularly those combining on-
ground and online integrations.

At the same time the industry has worked hard to take share from free-to-air channels, 
who recently sharpened their competitive offering with new digital channels, bringing 
more choice and more inventory into the market.

“As pay-TV in Australia matures, there has been a real commitment from platforms and 
ad sales teams to accountability, especially in the past 12 months, introducing a common 
currency across free-to-air TV and pay-TV to reach benchmarks – playing the game at the 
same level as the free-to-airs,” Gallagher said. 

In Asia, where advertisers are ramping up marketing budgets to capitalize on rising 
household incomes, pay-TV channels are unlikely to get a fair share of this revenue 
opportunity without ratings numbers to back up their claim.

Even in Indonesia, where surging demand for adspace resulted in free-to-air channels 
selling out inventories last year, many advertisers preferred to hold planned ad budgets 
back rather than commit to unmeasured media, with newspapers and terrestrial 
broadcasters enjoying a disproportionate share of the gains.

From left: 

Brian Gallagher, Ignite Media Brands 

Ranjana Singh, GroupM Indonesia 

Ranga Somanathan, Starcom MediaVest Group Malaysia 

local adVeRtISIng: a path to pRoFIt
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Without measures such as audience ratings or verification that TV commercials went 
to aired as planned, pay-TV remains largely unaccountable, making it a tough sell to 
advertisers said Ranjana singh, technical advisor of one of Indonesia’s largest 
media buyers GroupM.

“Why is it we have no research?” she said. “We have absolutely no research other than 
sporadic studies.” Despite low penetration, online media, which offers some level of 
accountability, is already making three times more than pay-TV in ad revenues, despite 
low penetration and less than optimal infrastructure. “I worry we’ve left it too late, but 
in the next two years, if all of us get our act together, there’s no reason why pay-TV 
shouldn’t grow as fast,” she said.

Proof of how much of a tonic ratings can deliver comes from Malaysia, where Nielsen 
started measuring some channels from Astro, the country’s dominant pay-TV operator, 
last year. 

Astro has benefited from an increased marketing push, and to grow its share of total TV 
ad revenues it is competing more directly with free-to-air TV.

“That’s a fair share,” remarked Ranga somanathan, Ceo of media agency starcom 
MediaVest Group Malaysia. “The question is, do you want to settle at a fair share or do 
you want a disproportionate share.”

Existing TV ratings systems, designed to count eyeballs rather than measure engagement, 
fail to capture pay-TV’s strengths, creating strong consumer bonds around specific genres 
of content, Somanathan said. For instance, social networks might be used to compare the 
depth of consumer engagement between different programs and shows. 

At the same time, pay-TV channels could do more to bring in smaller advertisers looking 
for a specific segment – part of the long tail successfully exploited by online media. “That 
area is a huge opportunity,” Somanathan said.

However, pay-TV channels and platforms need to make sure base-level accountability 
measures are covered too. “If you look at many of our multinational clients, we have 
third-party liabilities written in our contracts,” Somanathan noted. “If I’m booking a spot, 
it’s my responsibility to make sure it appears, make sure it’s validated, and then submit 
that with my invoice. At the very elementary level, that is not happening, or there is no 
third-party monitoring of transactions. That is a critical element.”

If all of us get our act 
together, there’s no 
reason why pay-TV 
shouldn’t grow as fast 
as online

“

“

Ranjana Singh, GroupM Indonesia
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Keynote and Q&a: lIonSgate

“I used to tell everybody, the great thing about the entertainment business is that every 
five years there’s a new technologically driven revenue stream that allows us to continue 
to make money from something we paid for already,” remarked Jon feltheimer, co-
chairman and Ceo of  independent tV and movie studio, lionsgate entertainment.

“In the world we’re living in right now, it’s every five minutes, not every five years,” he 
added. “That’s both good news and bad news. We’ve got to create a whole new paradigm 
for the value proposition for the consumer, content creator and distributor. It’s a lot more 
promising but a lot more complicated.”

A case in point is premium cable TV show Mad Men, which has also taken in US$100 
mil. from DVD sales, as well as revenues from VOD,  iTunes program sales and back-end 
syndication deals with US video streaming service Netflix at almost US$1 mil. an episode.

“We’re going to do about $6 million an episode for almost 100 episodes,” Feltheimer 
said. “Good business, but a lot of heavy lifting along the way.”

Lionsgate started its business 11 years ago by steering clear of mass market fare 
produced by incumbent studios in favor of content targeting more niche, affinity-based 
groups, including TV drama hits such as Mad Men, Weeds and Nurse Jackie. In Asia, it 
operates action and suspense channels Kix and Thrill through Tiger Gate, a JV it runs 
with Saban Capital.

The resulting challenge is monetizing deeper relationships with smaller audiences in order 
to maximize value. “For all the businesses that we’re into, we’re trying to do something 
different,” Feltheimer said. “To pull all of these eyeballs together in a way that’s efficient 
and profitable.”

Lionsgate has notably pushed ahead with new monetization opportunities around digital 
viewing, creating a new on-demand window for movies 90 days after debuting on pay-
TV and supplying content to movie streaming service Netflix. It’s good to be a leader, 
Feltheimer said, but not all the time. For example, he is still weighing up the merits of a 
new premium VOD movie window, pushed by some studios as a way to curtail piracy that 
peaks between theatrical release and pay-TV, at the same time unsettling theaters over 
how it might impact box office receipts. 

“We want to sit back and take a look at it,” Feltheimer said. “The key thing about being 
a disruptor is don’t be disruptive just to be first, if the business model doesn’t call for it.”  

Jon Feltheimer, Lionsgate Entertainment Corp. 

We’ve got to create a whole new paradigm for the 
value proposition for the consumer, content creator 
and distributor. It’s a lot more promising but a lot 
more complicated

“ “

Jon Feltheimer, Lionsgate Entertainment Corp.

Rights disputes between operators and channel owners have flared up in lawsuits in the 
US, largely as a result of legacy deals ill-suited to deal with the proliferation of distribution 
channels and viewing options. Lionsgate benefits from full ownership of content in order 
to distribute it freely over different screens and in different formats, though whether 
Feltheimer decides to bolster his content pool by buying a library ultimately depends on 
the economics of the deal. He declined to answer the question directly, noting: “We’re 
going to have to be judicious with our spend.”
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New screens and new platforms can help operators strengthen relationships with 
subscribers in a world of increasing choice, but delivering on that promise hinges on rights 
negotiations with content owners, who are also exploring the potential of broadband to 
deliver new revenue opportunities.

“Linear channels still have immense value, but linear channels across different platforms,” 
said Janice lee MD of tV & new Media at PCCW’s IPtV platform, now tV, speaking 
in a panel following Feltheimer’s on-stage interview. “There is convergence in terms 
of technology but the way we have to manage rights as an operator is much more 
fragmented than we’d like. The environment has changed so much in the last year that if 
we’re not out there acquiring those internet rights someone else will, and we’ll find the 
exclusivity we’re trying to protect is being encroached upon.”

There are two consumer trends that Now TV needs to be on top of, Lee explained: not 
only offering content on different screens and devices but capitalizing on new consumer 
behavior such as exchanges about channels and shows taking place on social networks. 
“If we’re not there with our partners on those new platforms, they’ll find their way. You’ll 
go to certain distances to get what you want when you want it.”

Research commissioned by Ericsson confirmed that viewers expect easy access to content 
across different platforms, noted noel Matthews, the technology company’s head of 
tV business development. “They’re looking for quality of service, a unified experience 
across platforms. Convergence actually means platform fragmentation.”

Celestial Pictures, owner of the Shaw Brothers film library, is looking at new ways it can 
serve audiences and extract further value from its content beyond its current portfolio of 
three channels, stepping up original production and promoting its shows with mobile apps. 

It is also reviving and modernizing characters from the library to fill out new content, from 
animated series to games, as well as rekindle interest in classic shows. “The goal is to 
produce 160 characters and utilize that base in creating new content based on the Shaw 
library,” said Celestial Pictures Ceo Ross Pollack.

Broadband delivery opens up a raft of challenges to monitor and protect content on 
multiple networks, particularly as operators start to tap new revenue streams, such as 
targeted advertising. “To do that, you have to be in control of the delivery, know who you're 
delivering to and meet the content owner's rights," said steve oetegenn, chief sales 
and marketing officer for content security provider Verimatrix. “So the challenge 
from the security perspective becomes a magnitude larger than it's been in the past.”

From left: 

Steve Oetegenn, Verimatrix 

Janice Lee, PCCW Now TV 
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Re-eXaMInIng the enteRtaInMent pRopoSItIon  
In a bRoadband woRld
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Janice Lee, PCCW Now TV
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Media Partners Asia (MPA) is the leading independent provider of information services focusing on advertising, media and telecommunications 
industries in the Asia Pacific region.

MPA serves a wide range of audiences with five principal platforms: publishing, research, consulting, online and conferences. We cover major sectors 
across the industry value chain including advertising, broadcasting, broadband, digital, mobile, online, outdoor, pay-TV, and print.

Our publications and reports have received widespread coverage in global media and have been utilized by numerous media owners, distributors and 
investors; advertising and marketing services groups; regulatory institutions; technology companies; and leading investment banks.

For more information about Media Partners Asia, please visit our website: 
www.media-partners-asia.com 
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