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ABSTRACT

CloudTVisacloud-basedlive televisionstreamingprogramorapp,allowingtheuser towatch
highdefinition(HD)TVchannelswithouttherequirementofaTVboxoraerialbutonlyastable
internetconnection.AsthenumberofCloudTVchannelscontinuouslyincreases,sodoestheneed
foratechno-economicevaluationandanalysis,whichconstitutestheaimofthispaper.Theanalysis
aimstoprovideanassessmentoftherequiredinvestmentforanewPayTVoperator,usingCloudTV
technologyintheinternetofthings(IoT)era.Theadoptedmethodologyincludesdemandforecasting
andcashflowscalculationsandimportanteconomicindicators,foratimeperiodof10yearsand
differentdiffusionscenarios.Evaluationofthemethodologywasbasedonstatisticsobtainedfrom
oneofthelargertelecomprovidersinGreece.ResultsindicatethatinvestingonCloudTVtechnology
inGreeceisfeasibleforthetechnologiesofover-the-top(OTT),IPTV,andSmartTV.Asensitivity
analysisisalsoperformed,studyingthecaseofanewentryforaPayTVoperatorinthelocalmarket
withemphasisonOTTservices,whichgainsasignificantpercentageofcustomers.
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1. INTRodUCTIoN

Enjoyingtheirseconddecadeofexistence,maturingcloudtechnologieshavereformedtheexpectations
andcapabilitiesoftheInformationandTelecommunication(IT)industryexpectedtoplayacrucial
roleintheneweraoftheInternetofThings(IoT)(Xfinity,2017).IntheΙοΤofbillionconnected
devices, theclassicdistributionnetworksaremigrating inabroadbandenvironmentusingcloud
computingservices.Thebroadcastersandthecommunicationoperatorswhowant tooffervideo
servicesdealwithensuringtheliveandon-demandvideoonanydevice.Theoperatorsthatwantto
capitalizethischangeneedacompletetelevisionplatformbasedoncloudcomputingtoreducethe
timetomarketandincreasetheirrevenues.
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CloudTVreferstoaflexibletelevisionoptioninwhichcustomerscantaketheirshowsonthe
go(Xfinity,2017).Mostimportantly,TVoperatorscantransitiontoapublicorprivatecloudattheir
ownpace,andmaximizeexistinginvestmentsthroughahybriddeploymentapproach,integrating
new,virtualizedinfrastructurewiththeircurrenton-premisessystems.IncontrasttotraditionalTV
channels thatwouldneeddedicatedequipmentand technical stuff, IPTVchannelson topof the
cloudwillenableonesimpleusertomanagemanychannelswithouttheneedforneitherdedicated
equipmentsnortechnicalstuff.Inaddition,byenablinguserstocreateOTT,TVchannelsontopof
thecloudwillmakethecontentmorecustomizedforsocialcommunities(Xfinity,2017).Anadvance
inthecloudcomputingtechnologyfacilitatesisthecreationofmediadeliveryinfrastructurealong
withenabling techniquessuchas transcodingon the fly.Nowadays,mostof thecloudproviders
adoptpay-as-you-gomodel,wherebyPayTVoperatorswillpayonlyfortheresourcesthattheyuse,
includingstorageandtrafficcommunication.Αproposedsolution(Xfinity,2017)schedulesvideos
atthesametimeintheprograms,ofasmanychannelsaspossible,andplacesthedifferentvideos
inthesamecacheservers,insuchawaythatthenumberofeffectivestreamscreatedinthenetwork
isminimized.

The vastly distributed nature of IoT applications will require additional investments in
computationalandcommunicationinfrastructure.Inthiscontext,payTVoperatorsareexpectedto
investinCloudTV,willisexpectedtoplayanimportantroleinfuturesmarthomenetworks.The
purposeofthispaperistostudyfromatechnicalandeconomicalpointofviewtheinvestmentofa
newTVoperatorbasedonCloudTVtechnologywithfocusonOTTservicesandinadditiontothe
appropriatechoiceofaCloudTVprovider.InSection2theCloudTVtechnologyispresented,over
anumberofdifferentplatforms,suchasOverTheTop(OTT),InternetProtocolTV(IPTV)and
SmartTV.Section3isdevotedinthepresentationoftheanalysisoftheglobalandlocalmarket,the
globalandlocalcompetitionandindustryassessment.Αtechno-economicanalysisisalsoperformed,
includingthedemandforecasting,andthecostoftheinvestment,basedonacash-flowsapproach.
ProductdevelopmentforCloudTVisconsideredinthreeareasofIPTV,SmartTVandOTTdevices.
Asensitivityanalysiswithdifferentscenarios isperformedinSection4.Conclusionsandfuture
directionsarepresentedintheconcludingSection5.

2. CLoUd TV TECHNoLoGy

CloudTVtechnologyprovidestelevisionsubscriberswithgreaterflexibilitywhenaccessinglive
andrecordedcontent.CloudTVcustomerscaneasilystreamanddownloadDVR(DigitalVideo
Recorder)showstoanyInternet-enableddevice.TheadvancedtechnologybehindcloudTVallows
for livein-homestreamingandanywhere-accesstoapersonal libraryofnewtelevisionseriesor
favoritemovies.CloudTVtechnologyallowstelevisionsubscriberstostreamtheirsavedrecordings
fromanywhere. Innovations inCloudTVprovideanenhancedentertainmentexperience for the
wholefamily.AnyupdatesorinnovationstoCloudTVfunctionalitycanbemadeavailabletousers
inreal-time.Accordingtodifferentstatistics,85%ofthetotalconsumerspreferbeingrecommended,
wheretime-basedrecommendationengineholdsamajorpart(Xfinity,2017).Fromoperator’spoint
ofviewtherearealsoalotofbenefitslikeimportant(KeyPerformanceIndicators)KPIs,traffic
performanceanddataanalyticsregardingcustomers’behaviourwhichwillbeanimportanttoolfor
CLoudTV.ItispossibleforPayTVoperatorstoincreaseprofitabilitybyasmuchas30%iftheyuse
dataanalyticsacrossallpartsoftheorganisation,executewellagainstnew-foundbusinessinsights
andthentest,iterateandoptimisebasedontheoutcomes.

AcrucialaspectofassessingCloudTVasacandidateforfutureimplementationistechnological
feasibility.Whilenowadayscloudcomputingisagivenandimplementsthousandsofdifferentuse
cases,massmarketcloudbasedliveTVtransmissionisstillinitsinfantstage.Whenitcomesto
broadcast TV, the main parameters that define technical feasibility are latency and peak traffic
capability.Cloudtechnologydoesnotautomaticallycomewithlowlatencyorwithhightransmission
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capacity.OriginallydesignedforbesteffortInternettrafficanduncriticallatencyrequirements,cloud
technologyinthepastyearshadtoundergoacertaindevelopmentthatmadeitforthechallenges
ofTVtransmission(Zinelaabidineetal.,n.d.).ACloudTVPlatformwithageneraldefinitionisan
end-to-endmodularcloud-basedmediamanagertechnology.Thisprovidescompleteflexibilityabout
howthecontentisdeliveredandprovidesfurtheroptionstoexpandstreamingservicesovertime
forexamplebyaddingadditionaltargetdevices,liveeditingandsocialsyndicationforpromotional
purposes.An ideaof thearchitectureofacloudTVplatform in the figure1 ispresentedbelow
(Zinelaabidineetal.,n.d.).

InthispaperthreealternativetechnologiesforCloudTVareconsidered,SmartTV,IPTVand
OTT.SmartTViscalledthefourthscreencomingupwithPC,Padandsmartphone.Withhighmarket
penetration,goodconfigurationandnetworkfeatures,smartTVprovidesabroaderplatformforVOD
applications.LegacyTVisgraduallybeingreplacedbyInternetProtocol(IP)connectedSmartTV,
whichoffersmoreadvancedcomputingabilityandconnectivityandallowsuserstoinstallandrun
applications.SmartTViscalledthefourthscreencomingupwithPC,Padandsmartphone.Withhigh
marketpenetration,goodconfigurationandnetworkfeatures,smartTVprovidesabroaderplatform
forVODapplications(Zinelaabidineetal.,n.d.).Theremainingproblemsincludestoragecapacity,
scalability,costandcomplexity.Meanwhile,therapidlydevelopmentofcloudcomputingtechnology
providesVODservicesperformanceofSmartTVwithimprovedloadbalanceandmassivestorage
capacity(Zinelaabidineetal.,n.d.).

IPTVisaservicethatprovidestelevisionprogrammingandothervideocontentusingtheTCP/
IPprotocolsuiteasopposedtotraditionalcableorsatellitesignals.AnIPTVsystemmaybeusedto
providevideocontentoveraprivatenetworkwithinanenterprise,despitethatsuchimplementationsare
farlesscommonthansubscriber-basedThepurposeofIPTVistoprovideacost-efficientalternative
tothetraditionalTVsystem,allowingthedistributionofdifferentvideocontenttoend-usersover
IPnetworksandsignificantlyreducethecostofcreatingandmanagingdifferentTVchannels.In
contrast to the traditionalTVchannels thatwouldneeddedicatedequipmentandtechnicalstuff,
IPTVchannelsontopofthecloudwillenableonesimpleusertomanagemanychannelswithout
theneedforneitherdedicatedequipmentnortechnicalstuff.Previousstudies(Zinelaabidineetal.,
n.d.)haveshownthatinsteadofhavingguide/userinterfacefunctionalityintheSTBs,itispossible
tomovethisfunctionalitytothecloud.

OTTisamediadistributionpracticethatallowsastreamingcontentprovidertodistributeaudio,
video,andothermediaservicesdirectlytotheconsumerovertheinternet,viastreamingmediaasa
standaloneproduct,bypassingtelecommunications,cableorbroadcasttelevisionserviceproviders

Figure 1. A sample of architecture for a cloud TV platform
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thattraditionallyactasacontrollerordistributorofsuchcontent.Theoperatorshaveanaggressive
timelinefornewservicelaunch,videoqualityisanimportantconsideration,andthereneededto
beverylowlatency.Moreover,theoperatorswanttobeabletoofferaskinnybundleOTTservice
at amuch lowerprice.Given theseparameters,many cloudTVvendors such asHarmonic and
Mirantispartneredtodeliveracloud-nativemediaprocessingsolutiononOpenStackthatmetthese
requirements,offeringquicktimetomarket,highvideoqualityandminimalcapitalinvestment.

3. A TECHNoECoNoMIC ANALySIS FoR CLoUd TV

Accordingtomarketanalysis,Ciscopredicts(Zinelaabidineetal.,n.d.)thatconsumerinternetvideo
trafficwilldominateothertypesoftrafficby2019,takingamassive80%shareoftheglobalmarket,
butaddVODandbusinessconsumptiontothemixandthefiguresnudgetheirwayuptothe90%
range.Ciscodefines‘Internetvideo’asshort-formcontent(i.eYouTube,Facebook),long-form(i.e.
Hulu),Internet-to-TV(i.eNetflix),aswellaslive-streaming,onlinerentalsandpurchases,andwebcam
views,andestimatesthatcontentdeliverynetworktrafficwilldeliveroverhalfofallinternetvideo
trafficby2019.BasedonEricsson(Zinelaabidineetal.,n.d.),in2020VODwillaccountforalmost
halfofthetotalcontentmonitoringtime.ThepenetrationofPayTVinEurope(Zinelaabidineetal.,
n.d.)willbe60%amongtheEuropeanhouseholdsand79%inUS.

Around950,000clientsarenowintheGreekmarket,whichrepresentsa24%ofpenetration
inthecountry,figuresthataresimilartothoseinotherSouthernstateslikeSpainorPortugal,but
considerablylowerthantheEUaverage(Zinelaabidineetal.,n.d.),withCosmoteTV,NovaandNetflix
taketheprecedence.Thegreatopportunityforthedevelopmentofpay-TVinGreece,turnaround
storybettingontheGreekmarketandtheincreasinginterestinGreecefortheircontentwasseen
byNetflixanddecidedtostrengthenitspresenceinGreece,launchingitsGreekform.Theprospect
ofpay-TVgrowthisgreatintheGreekmarket,asInternetspeedsarerising,whileoverallmarket
sharesremainlow,althoughtheygallop.

Thenewcompanyexaminedinthispaper,willfocusonBroadcastingTVchannelsandrentals
VOD/TVpacks/month.Thecostoftheinvestmentestimatedat€6,000,000andthestaffneededin
ordertostartthecompanyactivitiesestimatedat70peopleincludingthetechnicalstaff.Thenumber
ofTVchannelsthatwillprovideatstartupwillbe32-35channelsandwilllaunch200VODassets.
Accordingtoalltheparametersmentionedabovethecorrespondingfinancialcalculationshavebeen
madeintablesII,III,IV.

TheideaofcreatingaTVbroadcastingcompany,basedonCloudTV,arosefromtheneedto
modernizethetraditionalbroadcastingoperationstothetechnologicalstandardsoftoday’sdigital
world.ThegoalofthisbusinessideaistoenablethecustomertoaccesstheTVcontentanytime,
anywhereonanydevice.WiththeadvancementofOTTservices,likeNetflixandAmazonPrime,
andtheproliferationofmobiledevicesasagatewaytoaccessviewers’favoritecontenttheability
toprovideacost-effective,multi-device,servicethatcouldappealtoitsmultilingualaudience–and
bebuiltforaquickmarketturnaround–provedcomplex.Additionally,itwasimperativeforthisTV
servicestobeabletoreachnewaudiencesaroundtheworldthatarenotinapositiontoreceiveits
channelsorTVseriesthroughtraditionalTVdistributionmethods.

3.1 Forecasting Analysis
Thepresentforecastinganalysiswasbasedontwoofthemostaggregatemodels,thelinearLogistic
(Zinelaabidineetal.,n.d.)andtheGompertz(Zinelaabidineetal.,n.d.)tocreatearange-azone
betweenwhichpenetrationisexpectedtoberecorded.Threeyearsofsubscriberstatisticshavebeen
usedanda10-yearforecast(40quarters)hasbeenmadeusingthetwomodels.

AccordingtotheresultsillustratedinFigure6subscriberslevelsforOTTservicesrangefrom
370.000(pessimisticscenario)to470.000(optimisticscenario)bytheendofthedecade.Figure7
showsthatsubscribersforIPTVservicesrangebetween70.000and90.000bytheendofthedecade,
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whereasthesubscribersforSmartTVservicesrangebetween20.000and40.000(optimisticscenario)
bytheendofthedecade,asshowninFigure8.Figure2showstheGompertz–Logisticmodelsfor
OTTsubscribers.Figure3showstheGompertz–LogisticmodelsforIPTVsubscribers.Figure4
showstheGompertz–LogisticmodelsforSMARTTVsubscribers.

Figure 2. Gompertz – Logistic models for OTT subscribers

Figure 3. Gompertz – Logistic models for IPTV subscribers



International Journal of Corporate Finance and Accounting
Volume 7 • Issue 1 • January-June 2020

44

3.2 Pricing
Pricingandcashflowscorrespondtooneofthemostimportantstepsofthetechnoeconomicanalysis,
sinceitaffectsthesuccessoftheinvestmentandtheviabilityoftheorganization(Kalantonisetal.,
2019).Theofferedserviceswillbe televisionservices throughanIPTVcustomdevice thatwill
bebuiltexclusivelyforthispurpose.Also,TVserviceswillbeprovidedasanOTTservice,where
subscriberswillbeabletowatchTVcontentupto3devicesatthesametime.Finally,therewill
beanadditionaloptionwhichwillbetheSmartTVapplication.Thecompanyplanstoestablish
collaboration with major smart TV companies, such as Samsung and LG. Therefore, customers
willhavethreebundles/packagestochooseaccordingtotheirneeds:IPTVPack,OTTPackand
SmartTVPack.IneachcasetherewillbethecorrespondingsubpacketssuchastheFamilyPack,
theSportsPackandtheFullPack.Costingoftheserviceswillbebasedonthefullydistributedcost
(FDC)approach,accordingtowhichapercentageoffixedcommoncostsandapercentageofgroup
coststhatarenotdirectlyrelated(eg,companyadvertising)areassignedtotheservice.Pricingwill
bebasedonthepenetrationpricingmodel,offeringhighqualityofservicesatalowprice.Table1
showsthepacksfortechnology.

Figure 4. Gompertz – Logistic models for SMART TV subscribers

Table 1. Packs for each technology

Technology Packs Price(€) Cost(€)

OTTPack 16 6

IPTVPack 16 8

SmartTVPack 15 5

VOD 3 2
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3.3. Implementation Cost
ThebasicFixedOperatingExpensesarethecostfortheCloudvendor,CDNs,LinearChannelsand
Marketingfortheconstructionperiod,asshowninTable2.

TheCloudVideoplatformexpenses required for the constructionperiodare calculated and
presentedinTable3.Servicesaredividedinto3categories.FrontendServices,BackendServices,
andotherservicesneededtobuildtheplatform.Thetotalcostforcloudvendorintheconstruction
periodis1.580.000€

3.4 Cash Flows
TheCashFlowsfor10yearsofsalesforoptimistic(Gompertz)andpessimistic(Logistic)scenarios
arepresentedinthebelowFigure5.Table4showseconomicindicators.

3.5 Break-Even Point
Break-evenpointistheexactamountofsales(turnover)thatanenterprisecoversitsentirecosts,
fixedandvariable,makingnoprofitorloss.Thisconceptisanimportantsubjectofstudyandgoes
intothesphereofsalesanalysisofabusiness.Accordingtothismethod,therelationshipbetweena
business’svariablecosts,fixedcostsofabusinessanditssalesisdefinedasfollows:Salesrevenue
=Fixedcost+Variablecosts+Netprofit.Thesalesrevenueofabusinessdependsontheproduct
oftheunitssoldandtheirprice,fixedcostsarenotchanged,andwehaveassumedabovethatthe
variablecostsareproportionaltotheoutputoftheunitssold,theaboveequationis:

P.X=F+AV.X

Table 2. Expenditure analysis

Expenditure Analysis (thousands €)

Start Years

CostCategory 0 1 2 3 4 5 6 7 8 9 10

CloudVendor[PaaS,
SaaS,IaaS,App,SLAs]

1.580 0 0 0 0 0 0 0 0 0 0

CDNs 100 0 0 0 0 0 0 0 0 0 0

LinearChannelscosts 750 750 750 750 750 750 750 750 750 750 750

Inhousechannelscosts 700 0 0 0 0 0 0 0 0 0 0

Salaries 60 1.260 1.260 1.260 1.260 1.260 1.260 1.260 1.260 1.260 1.260

Marketing 500 400 400 400 400 400 400 400 400 400 400

Rentalofbuildingfacilities - 0 0 0 0 0 0 0 0 0 0

Maintenanceofproduction
equipment

200 0 0 0 0 0 0 0 0 0 0

Movements - 20 20 20 20 20 20 20 20 20 20

Expendituretothirdparties 30 20 20 20 20 20 20 20 20 20 20

Otherexpenses 60 10 10 10 10 10 10 10 10 10 10

Totalannualfixedoperating
costs

3.980 2.460 2.460 2.460 2.460 2.460 2.460 2.460 2.460 2.460 2.460

Totalexpenditure(operating
costs&investments)

4.380 2.490 2.490 2.490 2.490 2.490 2.490 2.490 2.490 2.490 2.490
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Where,

P=Thesellingpriceoftheproduct
X=Requestedquantityoftheproductsold
F=Fixedproductioncosts
AV=variablecostperunitofproduct
P.X-AV.X=F=>
X(P-AV)=F=>
X=F/(P-AV)

where,P-AVarefixedunitcosts(fixedunitcost=unitsalesprice-variableunitcost).
InTable5thebreak-evenpoint(numberofsubscribers)iscalculatedforthedifferentproducts.
Accordingtotheevaluationresults,break-evenpointforOTTisappearedafter2yearsofsales

and159.900subscribers,forIPTVafter3,5yearsofsalesand76.875subscribers,forSmartTV
after2,5yearsofsalesand17.220subscriberandforVODthereisnobreak-evenpointforthefirst
10yearsofsales.TheOTTbreak-evenpointisgraphicallyillustratedinFigure.10andFigure.11,
sincethisisthemostvaluabletechnologyforPayTVoperatortoinvestusingthecloud.Figure6
showsthebreakevenpointforGompertzmodel(OTT).Figure7showsthebreakevenpointforthe
Logisticmodel(OTT).

Table 3. Cloud TV video platform investment

Cloud TV Video Platform Investment (thousands €)

Backend

Onlineplatform 600

IntegrationServices 350

Transcoding-Ingestion 50

COTS(commercialoff-the-shelf) 30

Subtotal1 1.130

FrontEnd

UI/UXDesign 50

iOSApps 40

AndroidApps 40

WebApp 50

SamsungSmartTVUP 70

AndroidSTBClient 100

Subtotal2 350

Othercosts

ITcostforprovising 50

RecommendationEngine 20

Analytics 30

Subtotal3 100

Total 1.580
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4. SENSITIVITy ANALySIS

Inthissectionafurthersensitivityanalysisispresented,takingintoaccountthelaunchofanew
similarservicefromanewoperatorinthisspecificlocalmarket.Basedonthisscenariothereisa
needofcalculationandexaminationofpotentialcustomerdatabasereductionandthemigrationtothe
newPayTVoperator.ThisscenariowhichincludesonlythereductionofOTTsubscribersthatisthe
mostvaluableproductandthenewtrendofPayTVmarket,willtriggertheoperatortoexamineall
thecostsandthemodelpricingofproductsinordertoreduceoravoidthelossofprofits.Themost
probablyassumptionisthe10%lossofsubscriberswhowilldecidetochoosethenewcompetitor’s
TVplatform.AsacountermeasurecompanyhastoreducethepriceforOTTPackfrom16€to14€
inordertokeepstablethepercentageofreductionregardingtocustomerdatabase.Accordingtothis
hypothesisalltherespectivevaluessuchasBreakEventPoint,PaybackPeriodandalltheeconomic
indicatorsaregoingtochange.InthebelowfiguresarepresentedtheBreakEvenPoint,Payback
Periodandthevaluesofthemostsignificanteconomicindicatorsaccordingthespecificscenario.The
mathematicalmodelweusedisGompertz.Figure8showsthebreakevenpointOTT/1stscenario
-10%forOTTsubscribers.Figure9showsthecashFlowsforOTT/scenario-10%.Table6displays
Economicindicators/1stscenarioscenario-10%forOTTsubscribers.

Asobserved,comparingTable4andTable6,theIRRhasbeenreducedfrom43%to19%andthe
PaybackPeriodhasbeenincreasedfrom2,04to3,65years.Howevertheinvestmentisstillvaluable
foranewPayTVoperator.

Extendingthe1stscenariowitha10%reductionratetoOTTsubscribersweproceededtoa2nd
scenariowherethenewcompanyhave10%reductionratetoOTTsubscribersand40%reduction
ratetoIPTVsubscribers.Thetargetistoreducecosts,asSTBshaveafairlyhighcostperprovider
comparedtoOTTandSmartTVapplicationssothemarketingstrategyfocusonthesalesforOTT
andSmartTVproducts.ThismakesnewcalculationsbasedontheGompertzmathematicalmodel
forthecorrespondingparameters.

Figure 5. Cash Flows
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Table 4. Economic indicators

Years

Indicatorsof10years 1 2 3 4 5 6 7 8 9 10

HPR
(Holding
Period
Return)

Total HPR1 HPR2 HPR3 HPR4 HPR5 HPR6 HPR7 HPR8 HPR9 HPR10

Optimistic
scenario

2,40 0,28 0,11 -0,04 -0,21 -0,31 -0,39 -0,43 -0,46 -0,48 -0,49

Pessimistic
scenario

1,32 0,29 0,13 -0,05 -0,17 -0,21 -0,26 -0,26 -0,26 -0,26 -0,26

HPY
(Holding
PeriodYield)

HPY1 HPY2 HPY3 HPY4 HPY5 HPY6 HPY7 HPY8 HPY9 HPY10

Optimistic
scenario

1,40 -0,72 -0,89 -1,04 -1,21 -1,31 -1,39 -1,43 -1,46 -1,48 -1,49

Pessimistic
scenario

0,32 -0,71 -0,87 -1,05 -1,17 -1,21 -1,26 -1,26 -1,26 -1,26 -1,26

YearlyHPR
(HoldingPeriodReturn)

Optimisticscenario 1,10

Pessimisticscenario 1,03

GM(GeometricMean)

Optimisticscenario -0,67

Pessimisticscenario -0,73

E(r)(ExpectedReturn)

Optimisticscenario 0,21

Pessimisticscenario 0,18

σ(Risk) Σ

Optimisticscenario 0,58

Pessimisticscenario 0,42

PV(PresentValue)

Optimisticscenario 4.643.280

Pessimisticscenario 2.330.233

NPV(NetPresentValue)

Optimisticscenario 9.023.280

Pessimisticscenario 6.710.233

FV(FutureValue)

Optimisticscenario 12.043.473

Pessimisticscenario 6.044.025

IRR(InternalRateofReturn)

Optimisticscenario 0,43

Pessimisticscenario 0,31

PaybackPeriod

Optimisticscenario 2,04

Pessimisticscenario 3,82
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AccordingtothishypothesisalltherespectivevaluessuchasBreakEventPoint,PaybackPeriod
andalltheeconomicindicatorsaregoingtochange.Thefollowingfigurespresent,thePaybackPeriod
andthevaluesofthemostsignificanteconomicindicatorsaccordingthis2ndscenario.Thebreak
evenpointfortheOTTsubscribersisthesameandthereisnochange.(seefigure8)Figure10shows
CashFlowsfor2ndscenario(-10%forOTTsubscribersand-40%forIPTVsubscribers).TABLE7
showsEconomicindicators/2ndscenario-10%OTT,-40%IPTV).

Asobserved,comparingTableIV,TableVIandTableVII,theIRRhasbeenreducedfrom43%
to12%andthePaybackPeriodhasbeenincreasedfrom2,04to4,31years.However,theinvestment
isstillvaluabledespitetheshrinkingcustomerbaseandthisisaproofthatOTTservicesviaCloud
technologywillbethestateoftheartinPayTVmarketcomparedtoIPTVSTBsorSmartTVservices.

5. CoNCLUSIoN

Taking into account the current economic situation in the local and global market, competition
(duetoinnovation)andtheestimatedresponsetothepublic,atechno-economicanalysisofaPay

Table 5. Break Even Point for different products

Break Even Point

X=F/(P-AV) X= 159.900 PacksOTT

X=F/(P-AV) X= 76.875 PacksIPTV

X=F/(P-AV) X= 17.220 PacksSmartTV

X=F/(P-AV) X= 73.800 VODs

Figure 6. Break even point for Gompertz model (OTT)
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Figure 7. Break even point for Logistic model (OTT)

Figure 8. Break even point OTT/ 1st scenario -10% for OTT subscribers
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Figure 9. Cash Flows for OTT / scenario -10%

Table 6. Economic indicators / 1st scenario scenario -10% for OTT subscribers

PV(PresentValue) 1.126.565€

NPV(NetPresentValue) 5.506.565€

FV(FutureValue) 2.922.020€

IRR(InternalRateofReturn) 19%

PaybackPeriod 3,65

Figure 10. Cash Flows for 2nd scenario (-10% for OTT subscribers and -40% for IPTV subscribers)
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TVoperatorwithcloudtechnology,wascarriedoutandrevealsthatinvestingonthistechnologyis
worth.Thesignificantfurtherimprovementofthekeyratiosofthefinancialstatements,aswellas
thenetprofitsthatareexpectedtoexpandevenfurtherinthecomingperiodlaythefoundationsfor
adynamicpresenceinthesector.Cashflowtendstoshowapositivetrajectoryrelativelyquickly,the
break-evenpointalsoappearsreasonablyandtheexpectedreturnisrathersatisfying.Moreover,net
operatingincomeinthefirsttwoyearisnegativewhileinthethirdyearitreachespositivenumbers.

Thispay-as-yougrowmodelprovidesa fast time-to-marketadaptationwith lowcapitaland
operationalcostsandlessstaff,sincecloudproviderisresponsiblealmostforthemajorityofthe
tasks.Thehardwarerequirementsarealsolimitedtoindooroperationandmonitoringequipment.
TakingintoaccountthelowpenetrationinGreece(25%),thereisagreatopportunityforPayTV
investments.ThisisinaccordancewiththenewEuropeanregulationthatobligesbroadcasters,since
March2018,toprovidecontentportability.Thisisanimportantopportunityfornewcompaniesin
PayTVareaforwideningtheirtargetsgroupandprofits.Inaddition,therearemanyexpectationsof
thedevelopmentofTVservicesfromthedevelopmentandconsolidationof5Ginmanyapplications.

Furthermore,andafterexaminethenewentryofaPayTVoperatorinthelocalmarket,the
investmentturnsouttobestillvaluableeventhoughtherewillbelossofsubscriberswhichwill
causeasignificantlossofprofits.Accordingtothesensitivityanalysiswhichperformedinsection
IVweobservethattheinvestmentisstillvaluabledespitetheshrinkingcustomerbase.Theexpected
returnis19%infirstscenarioand12%inthesecondscenario.Alsothepaybackperiodmovewithin
areasonableframeworkforsuchaninvestmentinbothscenarios.

Atopicthatrequiresfurtherresearchbyatechnoeconomicperspectiveaswellisthenecessityof
aproperanalysisandthefactorsneededforaPayTVoperator,istheoptiontohaveonlyOTTservices
atstartupofthecompany,excludedIPTVserviceswhichhavehighcostfortheproviderduetothe
availabilityofSTBtothecustomerInthatcasetheinitialcostoftheinvestmentmustbechanged.
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Table 7. Economic indicators / 2nd scenario -10% OTT, -40% IPTV)

PV (Present Value) 263.666 €

NPV(NetPresentValue) 4.643.666 €

FV(FutureValue) 683.883 €

IRR(InternalRateofReturn) 12%

PaybackPeriod 4,31
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