
STB IS DEAD...
LONG LIVE THE STB!
Do you still believe in the future of STB? We do.



0
2

Introduction

The media entertainment industry, inclu-
ding digital pay television, has been par-
ticularly dynamic in recent years and is 
vigorously disrupting existing practices.
Changes in consumption patterns - and 
not only by Generation Z - are no longer 
open to doubt: now there is no longer a 
single, standard way to watch television 
at home! The proliferation of media de-
vices (television, tablets, smartphones, 
consoles) and the diversity of technolo-
gies and distribution networks (Broadcast, 
OTT and IPTV) have all changed the way 
content is delivered to the user. Ultima-
tely, the big winners are subscribers, who 
can watch their favourite content at their 
convenience (Live, Replay, and Catch-up) 
on the device of their choice at home or 
elsewhere. 
Numerous analyses by research firms spe-
cialising in the field all lead to the conclu-
sion that pay television operators have 
no choice but to abandon their traditional 
model, both in terms of the technologies 
to be implemented and of the distribution 
methods, forcing them to rethink their bu-
siness model completely in order to keep 
up with new and growing competition. 
Operators must face new challenges - or 
opportunities, depending on how you look 
at it! 

Despite this freedom in the choice of de-
vices, the major battle is over the big 
screen in the home, still THE favourite 
among subscribers. The reason is quite 
obvious to all: to take control of the broad-
cast content in order to increase viewing 
figures and keep viewers’ attention!
In this White Paper, we will focus on the 
device that makes it historically possible 
for viewers to watch their TV programmes 
on the home screen: the good old Set-Top 
Box (STB) and in particular we will consi-
der its future.
How many people have lost out by fore-
casting the death of the Set-Top Box for a 
decade now? Quite a few, and yet the STB 
has convincingly kept its place in the 
world of TV and remains the war horse of 
numerous operators who regularly launch 
new generations, ever more powerful and 
including more and more additional fea-
tures (voice recognition, easier user ex-
perience, integrated home automation 
management, home behaviour analysis, 
content recommendations, etc.). Let’s see 
what the situation actually is.
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For decades video has been a highly lucrative business. Broadcast pay-TV operators have always 
been important and competitive players in this digital TV industry. But the video landscape is chan-
ging and has been monitored in depth by specialists for the last 5 years to identify the main annual 
trends. 

At this stage it is not certain that we have the right answer to the question of what exerts the greatest 
impact on incumbent pay-TV operators: continuously invest as revenues fall, new OTT competition 
putting pressure on traditional broadcasters, moves towards full migration to IP technology or partial 
adoption of these new trends by the market… Let’s have a look at some of these.

Expected growth of pay-TV
According to the recent Digital TV Research report, the pay-TV business is still growing and pay-TV 
operators are still acquiring subscribers. However, by 2024 subscription and PPV revenues will fall 
by up to $161 billion. Those mainly affected are the top 10 players, which will lose revenues over the 
next five years as predicted in this analysis. 

Status of the pay-TV market 

SHARE OF PAY-TV 
SUBSCRIBERS BY 
OPERATOR RANKING 
(MILLION)
Source: Digital TV Research

Note: “The Global pay-TV Operator 
Forecasts report covers 505 
operators with 733 platforms (134 
digital cable, 119 analogue cable, 
282 satellite, 139 IPTV and 59 DTT) 
across 135 countries.”
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Key «Smart STB» market figures
According to the «Smart Set-Top Box (STB ) Market - Global Outlook and Forecast 2019-2024» report, 
the smart STB market is likely to reach around $2 billion by 2024, growing at a compound annual 
growth rate (CAGR) of approximately 8% during 2018-2024. 

The smart STB market can be segmented by technology type into OTT, IPTV, and Hybrid. The 
growing consumption of hybrid content, digitisation in emerging economies and the increasing 
penetration of the internet are among the factors driving smart STB market growth, along with 
the introduction of Artificial Intelligence (AI) and voice assistance technology.

SET-TOP BOX MARKET | GROWTH RATE BY REGION 2019-2024

Source: Mordor Intelligence

Note: ”Asia-Pacific is 
expected to be the largest 
market owing to the growing 
adoption of different set-
top boxes in countries such 
as China and India. A large 
part of the Asian population 
still depends on Set-Top 
Boxes and television sets for 
entertainment. ”
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GLOBAL SET-TOP BOX MARKET
Source: Informitv

Note: “The global set-top box market is projected to grow by 7.5% a year over the next decade. Estimated 
to be worth over $22 billion in 2017, it is forecast to reach $46 billion in 2027. According to this forecast, the 
role of the set-top box is likely to remain central to the pay-television industry”.

NORTH AMERICA
5.75b$

MIDDLE EAST& 
AFRICA
2.5b$

JAPAN
2b$

ASIA PACIFIC
6.5b$

WESTERN 
EUROPE
4.5b$

EASTERN 
EUROPE
1.5b$

LATIN AMERICA
1.75b$

2017



0
5

The smart STB market can be segmented geographically into the Asia-Pacific region (APAC), Europe, 
Latin America, Middle East and Africa (MEA) and North America. Europe accounts for the largest 
share in the global smart STB market, which is expected to grow at a CAGR of around 7% during 
the forecast period.

A new story of how television is distributed with the introduction of OTT
The pay-TV industry has long feared the transition towards OTT (Over the Internet) video streaming. 
Today, Internet streaming is here to stay and growing! 

“Streaming, and paying for streaming, is now mainstream behaviour. 250 million households subscribe 
to some form of OTT service, a figure that will nearly double over the next five years”, according to 
Strategy Analytics (March 2018). 

A multitude of solutions are currently available on the market to launch OTT packages with more 
choice of content, at affordable prices and in a relatively short time, overcoming the first barrier to 
launching any new TV service. In any case, this is an advantage for the overall market, as more com-
petition will drive companies to come up with better ways to provide services and deliver content. 
Beyond the US phenomenon, other countries will also offer their own OTT services by offering local 
content.

The number of streaming providers has dramatically increased during recent years, leading to 
hard and growing competition. “Now, in addition to Netflix and Hulu, which were the only two a decade 
ago, there are PlayStation Vue, Sling TV, YouTube TV, Amazon Video, HBO Now, CBS All Access, Fubo, 
DirecTV Now, Apple TV+, and more to consider” according to Raymond Wong, Mashable’s Senior 
Technology Correspondent, April 2019. 

Accompanying this OTT revolution is a widespread phenomenon among the content owner commu-
nity, i.e. the Direct to Consumer (D2C) approach, as it appears to be the best way to take control over 
the end user relationship, the TV user experience, brand impact and all the data that can be collected 
from clients and smartly monetised. According to a forecast by the research company TDG, “50 mil-
lion D2C subscriptions expected in the US by 2022” // “and every major TV network will launch a 
direct-to-customer, à la carte streaming service in the next 5 years”.

TOP STREAMING AND 
DOWNLOADING SERVICES IN 
THE US IN 2018
Source: Audience Project

Note: “The figures represent the streaming 
and downloading services that are used 
by the ones who have used a streaming 
or downloading service to watch TV, series 
or movies within the last week.”

NETFLIX | 79%
AMAZON PRIME VIDEO | 55%

YOUTUBE | 53%
HULU | 40%

HBO GO | 13%
HBO NOW | 11%

GOOGLE PLAY | 11%
ITUNES | 10%

FACEBOOK WATCH | 9%
SLING | 6%

PLAYSTATION VUE | 6%
OTHER | 11%
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Leading to Media consolidation 
The STB market is witnessing a high level of consolidation, where several vendors are focusing on 
mergers and acquisitions to strengthen their portfolio. For instance Technicolor’s acquisition of Cisco’s 
set-top box division, Arris’s acquisition of Pace and later the acquisition of Arris by CommScope, all 
played a significant role in market growth.

In addition, the growing threat posed by the so-called GAFAN (Google, Apple, Facebook, Amazon and 
Netflix) is leading the traditional film and TV business to react and reassess its core business mo-
dels to reach consumers directly as mentioned above, by-passing distributors. 

2018 was undoubtedly a year of mergers and acquisitions in the media sector, for example with the 
merger of Disney and 21th Century Fox, Comcast taking over Sky and AT&T acquiring Time-Warner. 
Less extensive in 2019, but we can also mention the acquisition of UPC DTH by M7 Group, shortly fol-
lowed by Canal+ taking over M7 Group and the Dish TV and Airtel merger “on track”. These moves 
have shown that streaming companies will face a resilient linear TV sector. “As the sheer scale 
of spending by technology giants changes the nature of the media game… Media consolidation will 
continue as companies compete for unique franchises and greater scale”, said Chase Carey, Vice 
Chair of 21st Century Fox.

‘‘The STB market is witnessing a high 
level of consolidation.

AVERAGE TIME SPENT PER DAY 
ON MEDIA
Source: GlobalWebIndex | Q3 2018
Note: Based on 93803 Internet users aged 
16-64

Consumer attention in this crowded envi-
ronment has become harder to maintain. Li-
near TV, does however, have a lot to boast 
about here. 
With the exception of social media, linear TV 
captures the largest share of daily media 
time among consumers, standing at 18%, 
significantly above online TV’s 12%. And 
considering social media engagement hap-
pens frequently throughout the day whereas 
TV engagement is mostly in long durations; 
that’s an impressive feat.
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To maintain their relevance, all players in the digital TV industry have been launching their own on-de-
mand or catch-up services across multiple devices (multiscreen and TV Apps). Pay-tv operators can 
no longer restrict their devices strictly to their own content; they will bring the same features, improve-
ments and offers as OTT services and open their deals to complementary offers on their devices to 
reach a broader range of subscribers.

Now they have to cope with a dilemma: while average revenue per user (ARPU) is still difficult to 
maintain in this new OTT landscape, operating expenditure is increasing in order to support more 
new technology, new devices and new services. How can innovation be made compatibly with cost 
savings?

Will the OTT takeover be as fast as expected?
In their “The Future of Streaming Video” report, Concentric uncovers how the TV industry will develop 
during the rise of over-the-top (OTT) providers. One point is interesting to highlight here. “Consumers 
are not ready to cut the cord yet and bundling of services will maintain the largest market share”. 
The report forecasts that “Specifically, subscriptions to OTT and broadcast will grow by 56% by 
2024, outstripping the increase in OTT subscribers alone, which is forecast to grow by 17%.” 

Challenges Ahead

+1%
SPEED

+5%
SPORT

+10%
VARIETY

+14%
OTHER LIVE 

PROG.

+16%
PRICE

+18%
PERSONALIZATION

+20%
EASE OF USE

+33%
NEWS

+36%
QUALITY

+87%
NEWS, SPORT & LIVE PROGRAMMING

USER EXPERIENCE 
IMPACT ON ‘OTT ONLY’ 
SUBSCRIBERS GROWTH 
Source: Concentric | Note: Percent growth projection over the next 5 years from a 16m subscribers baseline

«By adding sports, 
news and other live 

programmings, ‘OTT 
only’ could grow 

by an additional 87 
percent in 2024»

Broadcast TV is not dead
Despite the overall anticipated market changes, according to Chase Buckle, Senior Trends 
Analyst at GlobalWebIndex: «Any serious discussion about the future of television in the media 
landscape needs to address the fact that broadcast TV is not dead. In reality, broadcast TV 
now faces a media landscape which in many ways is challenging or toppling its once prime 
position. But it cannot, and will not, be squeezed out of the picture that easily.” Now the 
challenge of broadcast pay-TV operators is to participate in this new digital TV landscape.
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Coming back to the promise of cord-cutting, the approach was quite clear: pull out outdated and 
expensive pay-TV subscription. Unfortunately, today, the economics of cord-cutting are becoming 
tricky. Watching all your favourite programmes leads you to accumulate streaming offers. “In the 
face of an ever-escalating viewing budget, it seems that some TV fans are going back to basics.” 
writes Joy Press, TV Correspondent for Vanity Fair, January 2019.

Acquisition or Engagement: what decision to make?
Traditional broadcasters have been used to managing content with the main screen in the home for 
years, relying on their incumbent STB. They are undoubtedly in a good position to successfully fight 
the battle around TV.

Basically, if broadcasters wanted to upgrade their platforms or systems, improve their efficiency or 
otherwise implement a solution that might benefit their clients in the long term, they had to switch off 
their STB. This remains the case today: replacing STBs is tedious, often expensive and potentially 
bad for business, considering that changing the STB might lead clients to just cancel their service 
altogether. So adding OTT services on multiple models or choosing among services to be promoted 
on such a STB is a challenge. In the end, strategic investment does not appear so easy to achieve!

Readiness of network capacity
As OTT services gain attraction, network capacity has to be scaled up to support these streams; 
unfortunately costs are out of proportion to the rapidly growing demand and with new network 
resources come new network complexities. 

In addition, the reflected reality of the market diverges from one region to another. Most reports 
confirmed that “Broadband is not brilliant outside Asia and in most sophisticated TV markets, people 
are still watching broadcast TV”. Both new and incumbent operators must keep an eye on the way 
people watch at the moment and launch any new services that aim to dominate in the TV market, 
meaning that friendly STB based broadcasting could still be the most suitable solution. 

Viewer experience still a key driver
Content is king, or so the saying goes. Originality drives subscriptions: high-quality original content 
is still a dominant factor in the growth of streaming video. Of all the factors that contribute to viewer 
engagement, content quality is the most important. But a good entire viewing experience, from 
discovery to content selection to player controls, is also essential for customer satisfaction and enga-
gement. However, with the exception of the big names (Netflix, Amazon, Hulu, Disney, Time-Warner 
and Apple), streaming media providers are still struggling to provide a good customer experience. 

‘‘A good entire viewing experience 
is also essential.
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The issue of keeping up innovation and reducing the investment costs to solve the challenges men-
tioned above is still not resolved yet. In this part of the document, we will examine ways to invest 
selectively and maximise re-use for the benefit of all existing and prospective clients! It appears that 
SmarDTV Global may help at some time. 

Sustainable Android STB choice for OTT 

When an OTT provider such as Netflix pushes the limits of its 
power pricing, the competition becomes hard for pay-TV ope-
rators, reducing their chances of survival. We have not men-
tioned Android TV before, but it is currently the most effective 
solution to get OTT offers on an STB and cope with the proli-
feration of offers direct to the consumer. The main key advan-
tage for pay-TV operators is that they keep control using the 
STB while enabling larger OTT services without any additional 
integration costs. On the other hand, Android was not originally 
designed and developed to address Pay-TV networks such as 
Broadcast and IPTV networks. Like all Operating Systems (OS), 

Android TV needs to be updated to get the latest security software patch to ensure that content owners 
have the right level of content protection.security software patch to ensure that content owners have 
the right level of content protection.

SmarDTV Global is the trusted partner to ensure connectivity, quality of service, continuous sof-
tware upgrading, maintenance and development throughout the STB life cycle in a private and 
dedicated operator environment.

Embrace the TV market by upcycling STB

Pay-TV STB will live another day
The rise of streaming offers is probably the main drawback from the point of view of end 
users. This is where national broadcasters with locally relevant content can stand apart from 
the paralysing choice of not easily affordable OTT subscription services.
Accordingly, pay-TV operators need to leverage their long-standing background, adjus-
ting their strategies towards new and emerging offers in order to activate new sources of 
growth. According to most recent market analyses, having mastered Linear TV for decades, 
they have a key role to play in offering bundling. “By adding live content, streaming-only 
subscriptions could grow by an additional 87% in the event of improvement in news, sports 
and other live programing. In fact, if OTT-only options integrate live content, 1 in 4 people will 
cut the cord by 2024.” said Dejan Duzevik, Chief Product Officer and Solution Architect for 
Media & Entertainment at Concentric.
Relying on their core business and expertise and building key partnerships in the digital TV 
industry, the solution based on legacy STB is not far from being able to compete success-
fully in this TV world.

Android TV penetration 
is forecasted at 99.2 

millions devices by 2022*

*Source: Rethink Research
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Broadcasting overcomes IP network barriers
Finding the right balance in providing high-end STB for all or segmenting catalogue offers or adap-
ting end-user devices to local usages and expectations is still a nightmare for pay-TV operators. Mo-
reover, some regions are not even covered at all by growing IP deployment, or connectivity is too poor 
for video consumption. This is where the broadcast TV business makes the most sense. 

SmarDTV Global continuously invests in the broadcast industry by improving features, proposing new 
ways to promote push VOD and an enhanced user experience. Even in a non-connected world, pay-
TV operators can obtain viewer metrics, statistics and technical information from the STB using 
a QR code or 3G Dongle in an increasingly data-driven business.

Give a new life to your STB with the SmarDTV X-Over family

Reducing costs 

As already mentioned, replacing all STBs in order to 
add new features or services on a customer basis is 
hugely costly. Benefiting from existing STB capacity, 
all that is needed is to add the X-Over with only the 
hardware features required to suit your new service, 
optimising hardware costs and fitting in with your cur-
rent business model. 

SmarDTV X-Over is an ideal way to provide new of-
fers and a unified TV user experience for all clients, 
eliminating the need to make a choice between acqui-
sitions only with new STBs and engaging satisfied cus-
tomers.

Adding the OTT experience to broadcast in a simple way

As many pay-TV operators are still faced with insufficiently high bandwidth penetration in their target 
markets, they can just use the X-Over in combination with the legacy Broadcast STB and enable 
available OTT services by adjusting the required features and limiting investment on the existing STB 
capacity. 

Again, SmarDTV X-Over combined with legacy STB offers end-users the same level of TV viewing 
experience as a native high-end STB.

‘‘All that is needed is to add the X-Over.
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Bottom Line
The pay-TV industry is on the move to cope 
with changes still to come – direct-to-consumer 
offerings being a new major trend. 

Future pay-TV growth will need to be driven by 
innovative products and new business models 
as demand for traditional pay-TV business is 
declining. As mentioned above in our introduc-
tion, “operators must face new challenges - or 
opportunities, depending on how you look at 
it!” Reading this document, one would probably 
conclude that the rise of OTT services is both a 
challenge and an opportunity. 

By the way, most pay-TV operators have started 
to respond to these new TV viewing habits and 
increased competition, adapting their offers 
with broader product and service portfolios, on 
their own or relying on partnership agreements 
as pay-TV bundles are expected to be a key dri-
ver for growth during the next five years.

Given the expected revolution and growing 
pressures, the pay-TV industry and specifical-
ly the European pay-TV industry - as outlined 
by the latest pay-TV Innovation Forum of June 
2019 led by Nagravision and MTM – are “opti-
mistic in the way to transform their business as 

‘super-aggregators’ of content”. The report si-
multaneously mentions that “at the same time, 
operators have costly legacy systems to main-
tain. Deciding when and how to change remains 
a key challenge, as does identifying suitable 
partners to provide support and expertise…”

SmarDTV Global, with more than 20 years’ ex-
perience in delivering secure and innovative de-
vices for the digital TV market, can help pay-TV 
operators manage most of these  challenges, 
relying first on its STB portfolio: from broadcast 
STB, connected STB fitted with data and analy-
tics driven services, to Android STB recognised 
as the most effective solution to bring OTT of-
fers. Secondly, the SmarDTV X-Over product 
family enables pay-TV operators to deal with 
costly legacy ecosystem conversions to offer 
bundled linear pay-TV and OTT offers. As digi-
tal products are more and more complex than 
they used to be in the past, transforming legacy 
represents a major operational challenge.

For a long life for your STB - which will re-
main at the heart of the pay-TV business once 
partners can help you to find the right way of 
doing business with future-proof solutions - 
think SmarDTV Global.

Converting an OTT box into Broadcast STB

In line with growing Internet penetration around the globe and the proliferation of OTT solutions, some 
operators are starting to focus on IP-based devices only. Recently, in March 2019, the operator Yes in 
Israel announced its decision to “drop Satellite for OTT as a gradual process” in the company, “taking 
into account the set-top box market, content rights, broadband speeds and the current regulatory 
environment.” We do not exclude that some Broadcasters will focus on full-IP infrastructures in the 
coming years, meaning stopping or reducing investments on broadcasting. 

In parallel with the usage case mentioned above, SmarDTV Global is offering its X-Over as an acces-
sory to OTT STB to bring Broadcast to secure content with Conditional Access System (CAS) solu-
tions. This is the same story: a combination THAT brings all features and the TV viewing experience 
as a full Hybrid STB.
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