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EXECUTIVE SUMMARY

The market for IP distributed video services is in the midst
of profound changes. The traditional pay TV model of
delivering video consists of network operators selling
subscriptions, video on demand (VOD) services, and pay-
per-view services to subscribers. Today, however, those
operators are quickly expanding that model to deliver TV
and video services beyond the television to a multitude of
new screens.

On the surface, this trend of TV Everywhere has captured
popular attention as operators have expanded their reach by
delivering TV services to mobile phones, tablets and PCs.

Beneath the surface, however, the market dynamics

are now forcing the emergence of Video Everywhere
services, letting content owners and aggregators as well as
consumer electronics vendors bring Over-The-Top (OTT)
content and services directly to the consumer through
devices such as connected TVs, Blu-rays, Net players, and
game consoles.

All of a sudden, operators no longer have the monopoly to
sell content and advertising, brands and content owners
enter the fray and are gearing up to capture a significant
piece of this lucrative market.

As demand surges for Video Everywhere, its impact will be
felt across the TV, mobile, and consumer electronics (CE)
value chains. With its track record of delivering pay TV and
OTT video services to over 25 million devices, Bluestreak
Technology has emerged as a well-positioned partner for
enabling Video Everywhere services.

“Our research has shown that over
80% of pay TV customers in the US

and 40% in Western Europe are able to
receive multi-screen services from their
pay TV provider today. Those figures
will continue to increase worldwide,”
said Kurt Scherf, Vice President and
Principal Analyst for Parks Associates.
“By combining their proven MachBlue™
platform with video content and
technology from trusted partners,
Bluestreak Technology is now offering
service providers a one-stop-shop for all
their over-the-top (OTT) and managed

video services.”




VIDEO EVERYWHERE EXPLAINED

Video Everywhere may be most readily understood

in the context of TV Everywhere, the video initiative
spearheaded by Comcast, Time Warner Cable and other
network operators in the US. TV Everywhere essentially
refers to pay TV operators making their live TV and video-
on-demand services available on phones, tablets and
PCs. Key to TV Everywhere is the authentication system
that confirms that the viewer has a subscription with the
operator. It is an extension of the business model of the
pay TV operator to new screens.

In contrast, Video Everywhere refers to the efforts from
pay TV operators, content owners and aggregators to bring
their content to connected TV’s, Net players, Blu-rays,
game consoles and other new screens independently from
each other and also by transcending the boundaries of
their network and geography. Moreover, large consumer
brands like Google, Sony, Netflix, Wal-Mart and Samsung
are starting to seriously disrupt the established pay

TV operator model by expanding their reach to their
consumers and offer a collection of premium content via
new CE devices connected to the Internet.

Depending on the analyst firm, the market for Video
Everywhere-capable devices is poised to either boom or
explode. Consider the following:

e In-Stat predicts that the size of the combined WLAN-
enabled CE markets will surpass 419 million units
shipped by 2015. This figure includes both portable
electronics and stationary devices such as TVs, Blu-ray
players, and digital photo frames.(1)

e DisplaySearch estimates that the number of connected
TV sets that run apps and connect to the web will rise

from 40 million for 2010, to a massive 123 million in the
year 2014.(2)

e Parks Associates research has shown that over 80% of
pay TV customers in the US and 40% in Western Europe
are able to receive multi-screen services from their

pay TV provider today. They predict those figures will
continue to increase worldwide. (3)

Clearly, most TVs and Blu-rays shipped between now and
2014 will be able to access OTT services through optimized
apps similar to the one found on iOS and Android phones
and tablets. Unlike mobile devices and PCs, connected
TVs, Net players, Blu-rays, game consoles and others

are generally closed environments creating a barrier to
entry and incompatibility between them. Most of these
manufacturers have proprietary software environment.
Content and applications developed for a Samsung TV will
typically not work on a Sony TV or a PlayStation 3.

The Video Everywhere ecosystem includes a number of
video content sources such as managed pay TV services,
home network video assets, and OTT services. The Video
Everywhere applications include both commonly found
applications in managed services such as electronic
programming guides, video on demand and personal video

recording as well as web services apps accessing all kinds
of services from user generated content, social networks,
video search engines and a huge amount of video offerings
from known and unknown content providers like YouTube,
Hulu, HBO, and Revision3. And as proprietary environment
suggests, each device manufacturer has the opportunity to
establish its own app store.




FROM VALUE CHAIN TO VALUE CIRCLE

In the traditional TV value chain, content providers delivered by operators to their subscribers. In this value
produce content that is sold through TV channels chain, operators have the control because they own the
subsidized by advertisers and monthly subscription all network and the subscriber.
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Figure 1: TV Value Chain

The OTT services breaks this value chain. OTT creates value  services to subscribers, but so can content owners and
circles because everybody can sell to the consumers, not aggregators through connected CE devices.
just the operator. Operators can continue selling packaged




OTT Value circles
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Some pretty interesting things happen financially when
nobody — or everybody- owns the consumer. In particular,
content owners and aggregators stand to make the most
money because they sell directly to the consumer yet still
sell to the operators. To illustrate this point, the global TV
industry value chain generated $392 billion in 2010. Of
that total:

e 36 percent went to content owners,

* 31 percent went to content aggregators, and

e 33 percent went to Operators.(7)

In contrast, the global OTT video value circle generated
S8 billion in 2010. While the figure is just a fraction of the
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Figure 2: OTT Value Circle

traditional TV industry’s $392 billion, the telling point is
none of that $8 billion went to TV service providers:

¢ 60 percent went to content owners,

e 40 percent went to content aggregators, and

e 0 percent went to Operators.(7)

Historically, Operators controlled the type of content
their subscribers could access. Now, that value chain

is completely disrupted and consumers can pick and
choose who to buy access from, who to buy content from
and whether to buy content directly from the owner or
aggregated with other content.




NEW PLAYERS, NEW BUSINESS MODELS, & NEW MARKET

Consumer electronic vendors are now becoming the

entry point to access all content sources. Samsung, Apple
and Google illustrate this point nicely with their vertical
ecosystems. All of their devices enable access to web
services, and applications are downloaded directly through
their storefronts. As of January 2011, Samsung claimed
that more than two million apps were downloaded on

its connected TVs while Apple had more than 15 billion
application downloads and Google Android more than 4.5
billion.(4,5,6)

Samsung, Apple and Android provide access to apps such
as Hulu and Netflix, but also HBO and soon, Orange TV.
Yes, operators will offer content and services in these app
stores. In a radical yet complimentary move, Orange and
many others are becoming Video Everywhere providers.
Anytime a Samsung Smart TV is sold in France, a pre-
integrated Orange app will let the Samsung buyer — who's
not necessarily an Orange customer — access Orange
content.

Video Everywhere also invites companies to develop new
business models. For instance, Roku builds Net players that
connect to a TV and let users access the web and services
such as Netflix. The company has already sold over a
million units in the US, and is now packaging games in its
Net Players and providing access to web-based games.
Casual gaming will soon be a staple of the Roku devices,
and as the number of casual games and other content
increases, the company has already opened an app store
to organize and allow easy discovery and selection of
content and apps.

Though Video Everywhere is still in its infancy, it’s growing
fast. Online TV is watched via PC by

e 42 percent of people aged betweenl15 and 24,

e 35 percent of people between 25 and 34,

e 20 percent of people between 35 and 44,

e 15 percent of people between 45 and 54, and

e 8 percent of people over 55.(7)

A more telling statistic is the 1.2 billion connected devices
—connected TVs set top boxes, and Blu-ray players — that
are going to be sold between 2011 and 2014. Excluding
smartphones and tablets, connected devices are by far the
fastest growing device category in the consumer electronic
marketplace.

..AND NEW CHALLENGES

Video Everywhere creates a lot of content options, but
delivering Video Everywhere requires overcoming many
technical and integration challenges. For example, most
of the services are still vertical silos that can be difficult to
search and cross-reference. Also, services are exploiting
different streaming protocols, DRM, and User Interface
technologies making the backend infrastructure complex
and expensive.

The challenges of Video Everywhere are also found at the
User Interface level. Yes, companion screens give users a
way to supplement their TV viewing with content-related
activities and social interactions. But it is difficult to
seamlessly blend and integrate these different devices in a
ubiquitous user experience.




ENABLING VIDEO EVERYWHERE

Video Everywhere is the next frontier, enabling a wide va- the Video Everywhere value circle — from content owners,
riety of content and services to be made available on con-  to content aggregators, CE vendors, chipset vendors, Net
nected TVs, Net Players, and other closed devices. Beyond player and connected TV vendors and beyond. The com-
availability, Video Everywhere promises to unify all of that ~ pany has the unique expertise required to overcome all the
disparate content and foster intelligent search, presenta- challenges of making web video services into a real Video

tion and engagement.

Everywhere success.

To bring the Video Everywhere vision to life, Bluestreak
Technology has been working with companies throughout
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Figure 3: Bluestreak Technology Video Everywhere Customers and Partners







