
FULL STREAM AHEAD
Will new VoD services mean market expansion or stagnation?
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The industry - history

10 years ago, the idea of ‘cutting the cord’ and 
leaving traditional TV providers behind entirely 
would have sounded farfetched. Fast forward 
to 2019 though, and ‘cord cutters’ has become 
a buzz-phrase of technology and entertainment 
publications - used to describe people dropping 
paid television subscriptions in favour of internet 
providers such as Netflix, Amazon Prime Video and 
YouTube premium. 

This is all thanks to the phenomenon that is 
streaming. Having already flipped the traditional 
model of music consumption on its head, streaming 
is steadily having the same effect on how we watch 

TV, films and all other video content. The pioneer 
in this industry was YouTube, who timed their rise 
to notoriety with advancements in internet speeds 
that made online video streaming accessible to 
the masses; thus birthed the concept of Video-on-
Demand (VoD).  
More recently, paid video streaming subscription 
services have become commonplace in most 
households, offering huge back catalogues of 
popular TV shows alongside their own originally 
commissioned content. Netflix lead the way in this 
industry; but they didn’t originally set out to disrupt 
TV providers. 

Co-founders Marc Randolph and Reed Hastings 
set out to create the ‘Amazon.com of DVDs’, 
starting with a subscription postal service but later, 
inspired by YouTube, identified the potential for 
instant online delivery via streaming. In 2007 they 
introduced streaming as an add-on product, but it 
quickly grew far more popular than their original 
service and was sold separately from 2011. 

INTRODUCTION
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The industry - current

Netflix’s dominance is clear, with almost half the 
total monthly active users of streaming services 
so far this year using their platform. Hulu and 
Amazon Prime make up the majority of the rest - 
in total the top 3 hold 87.9% of the market share 
between them.

Many users will also have more than one service, 
and therefore it is conceivable for an even greater 
percentage of users to have one of the top 3 
accounts; used in combination with one of the others. 
Crunchyroll, for example, operates in its own 

INTRODUCTION

(2) Top 10 Apps Downloads January-July 2019 (Millions) (3) Top 10 Market Share January-July 2019

niche part of the market - differentiating itself 
as the number one destination for streaming 
anime titles. Tubi, on the other hand, is almost 
a no brainer for many Americans as it is an ad-
supported, free service. 

When we consider that the population of the USA 
is 325 million, of which approximately 52% are 
aged between 20-59 (169 million), the immense 
popularity of VoD platforms becomes clear. 
The top 10 streaming services accumulate 85.9 
million monthly users, which is 51% of the adult 

demographic younger than 60. This figure is even 
more impressive when we consider that it only 
takes into account users of the mobile app; many 
more will only use the service on other devices 
such as laptops or smart TVs.
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The industry - future

As a clear industry leader, one might expect Netflix 
to be fighting off competition from ambitious start-
ups, however we are witnessing a different turn of 
events in the VoD industry. 

Some of the biggest names in the media and 
tech industry are preparing to launch their own 
streaming service to rival Netflix. Apple, NBC 
Universal, Disney and AT&T (who recently 
acquired WarnerMedia) enter the market with the 
immediate advantage of positive brand equity and 
rights to some of the most-loved, well-established 

TV and movie franchises in the world. It seems we 
are now entering a new hyper-competitive phase 
in subscription video streaming services; but can 
we expect any of these new entrants to really trouble 
the firmly established force that is Netflix? 

Focusing on the US Netflix’s biggest revenue 
market, the U.S. market, we have set out to answer 
this by analysing reports from external sources 
and our own app market data in order to uncover 
industry trends.

INTRODUCTION

(4) Top 10 Apps MAUs January-July 2019 (Millions) (5) Top 10 D30 Retention January-July 2019
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Netflix

Founded:

App Launched:

Current Price: 

Notable Features: 

Notable Content: 

History:

1997. Expanded business model to include streaming 
media in 2007.

2010 

January 2019 - $12.99

All content available with subtitles. Parental controls.

Netflix invest heavily in ‘Netflix Original’ features, first 
entering the content-production market in 2012 with 
the TV series, ‘Lilyhammer’. They released an estimated 
126 original series and films in 2016, more than any 
other network or cable channel. Some of the most 
popular Netflix Original productions include Stranger 
Things, Bojack Horseman, American Vandal, The Crown 
and Orange is the new black. It’s two most-watched 
shows are Friends and the US version of The Office, 
however it will be losing these two shows to new 
competitors HBO Max and NBC Universal when their 
platforms launch. Bird Box was recently knocked off the 
top spot for Netflix’s record for opening weekend views 
by Murder Mystery, starring Adam Sandler and Jennier 
Aniston, which had 31 million accounts viewing it in 
the first 3 days. They also won three Oscars for their 
film Roma, which streamed after a short appearance in 
theatres, and another for the documentary, ‘Period. End 
of Sentence.’ With four wins at the 2019 Oscars, they tied 
Disney, Fox, and Universal for the most wins by any studio. 

Netflix was the first VoD service to focus on TV and film, 
and probably the second VoD service after YouTube, 
that paved the way for the industry.
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Founded:

App Launched:

Current Price: 

Notable Features: 

Notable Content: 

History:

Hulu

2007 launched beta site. 
Joint venture between AOL, Comcast, Facebook, MSN, 
Myspace and Yahoo. 

2007

Streaming Library Only: $5.99/ month (first-month free) 
Hulu + Live TV: $44.99/ month

Watch Live TV online with 60+ channels, and record live 
TV with up to 50 hours of Cloud DVR storage. Can also 
customise with add-ons such as HBO, Showtime and 
Starz. Only app available on Nintendo Switch.

Hulu has a rich back catalogue of titles including comedies 
such as South Park, Family Guy, Rick & Morty and 
Adventure Time. James Corden’s chat show The Late Late 
Show also features alongside Empire and Keeping Up 
With The Kardashians. 
In terms of original content, The Handmaid’s Tale could 
be regarded as Hulu’s greatest success, becoming the 
first streaming service to win the best drama series Emmy 
award in 2017. 
The parody show, The Hotwives of Orlando, is popular 
with audiences; as are comedy series Shrill and Casual. 
They’ve also not been afraid to bring in big names such as 
James Corden for The Wrong Mans and James Franco in 
11.22.63. 

In March 2019, Disney acquired 21st Century Fox, giving 
it a 60% majority stake in Hulu.
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2006

2015

Included within Amazon Prime Membership which is 
$12.99/month but includes additional benefits, primarily 
free two-day shipping on millions of Amazon products.

Amazon offers a huge library of movies and shows for 
paid rental or purchase, on top of their subscription 
streaming service.

Amazon has been making more of a name for itself in 
the production world in recent years. They have won 
Emmy awards for The Marvelous Mrs. Maisel and seen 
serious success from titles such as Sneaky Pete, The 
Grand Tour, The Man in the High Castle and Bosch. 
They even beat Netflix to being the first streaming 
site to win an Oscar, taking home ‘Original Screenplay’ 
and ‘Best Actor’ (Manchester by Sea), and ‘Foreign 
Language Film (The Salesman).

Prime use their video service to increase Prime 
subscriptions rather than as a direct revenue stream itself.  
Prime’s user base can be misleading for the success 
of their video service, however the MAU of their app 
should give a better indication of how many of their 
reported 100 million members worldwide use it.

Amazon Prime Video

Founded:

App Launched: 

Current Price: 

Notable Features: 

Notable Content: 

Facts:
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November 2019

$6.99/ month 

App will be available on Nintendo Switch, in addition 
to Hulu. The tablet version of the app will offer 
unrestricted mobile downloads. 

Acquisitions mean they now control more than half 
of all the top grossing movie franchises of all-time 
including Avatar, Titanic, Star Wars, Avengers, Black 
Panther, Frozen, Beauty and the Beast, Iron Man and 
more. All seasons of The Simpsons will also be available 
after the acquisition of 20th Century Fox. 
With a 60% controlling stake in Hulu and own ESPN, and 
have mentioned the potential for bundle pricing. 
There are also rumours of content created for the 
platform, such as a Monster’s Inc. TV series spin-off and 
a remake of High School Musical. 

Seems to be aimed at families, with all adult content 
omitted.

Disney Plus

Launch Expected:

Expected Price: 

Notable Features: 

Notable Content: 

Facts:
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Autumn 2019

Unknown 

The app will feature plenty of 4K content and will support 
Dolby Vision HDR and Dolby Atmos surround sound.

Apple are planning to make six small-budget, award-
worthy films every year. The announcement came 
with a star-studded list of actors and actresses that 
have already signed deals to work on projects for the 
platform. TV shows include an alternate-history series, 
comedy shows from the makers of It’s Always Sunny 
in Philadelphia and Bob’s Burgers, and a sci-fi/fantasy 
series with Steven Spielburg as a producer. Jennifer 
Aniston, Reese Witherspoon and Steve Carrel team up 
on The Morning Show, a series exploring the behind-
the-scenes drama of a morning TV show. 
Oprah Winfrey has made a programming deal that 
will encompass a variety of media including two 
documentaries: one exploring sexual harassment in the 
workplace and another that will look at mental health. 
It’s unclear whether there will be any library content 
licensed. 

Apple already have experience entering streaming 
markets, with Apple Music, that was introduced to 
compete with Spotify. 

Apple TV+

Launch Expected:

Expected Price: 

Notable Features: 

Notable Content: 

Facts:
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Launch Expected:

Expected Price: 

Notable Features: 

Notable Content: 

Facts:

HBO Max

Spring 2020

$16-17/month.  
Potential for a cheaper plan subsidised by ads. 

Yet to announce how much it will differ from HBO Go. 

Friends licenses will be reclaimed from Netflix, in 
addition to full series of The Fresh Prince of Bel-Air and 
Pretty Little Liars. Content from Cartoon Network, 
Adultswim and Crunchyroll will also be included. A new 
series of hit-show Westworld was also announced for 
the platform at the most recent Comic-Con, in addition 
to an animated series of Gremlins - a spin-off of the 
feature films.  
Following the trend of other services, they plan to 
include brand-new shows called ‘Max Originals’. They 
have already signed movie production deals with Greg 
Berlanti and Reese Witherspoon to produce four and 
two movies respectively. 

Owner WarnerMedia are yet to announce if HBO Max 
will serve as a replacement for HBO Now, or if the 
current HBO Now will stick around as a lower-price tier 
for the new service.
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Sometime in the first half of 2020

Free, with ads. 
Ad-supported version will be free for Comcast cable 
subscribers (Sky subscribers in international markets)

Unknown

NBC Universal will be reclaiming the rights to The 
Office, one of Netflix’s most-watched programmes.  
Saturday Night Live and The Tonight Show were offered 
on Seeso, an early test of streaming services, but were 
later closed due to low demand. We know the service 
will have clawed back Tthe Office from Netflix and will 
also probably feature content from Sky Studios, which 
parent Comcast purchased in its 2018 Sky acquisition.

NBCU intends to use its coverage of the 2020 
Olympic Games in Tokyo to publicise the new 
service.

NBC Universal

Launch Expected:

Expected Price: 

Notable Features: 

Notable Content: 

Facts:
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ANALYSIS

Can we expect any of these new entrants to really 
trouble the firmly established force that is Netflix? 

To answer this question we identified three key 
areas of analysis: Content, Pricing, and Market 
Saturation. By understanding how content and 
pricing drive use, and questioning whether the 
VoD market is saturated, we shall attempt to 
predict the success that these new entrants 
can expect, and define what will be crucial in 
determining this. 
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Content

Any streaming service is only as good as its content. 
This is essentially the only thing that keeps people 
coming back to the platform. So, what can be said 
about how content effects performance? And 
what predictions can we make as to how the new 
entrants will fair on content, in comparison to their 
competitors? 

Significantly, Netflix will be losing its two most-
watched shows of 2018: Friends and The Office 
will be reclaimed by HBO Max and NBC Universal 
respectively. However, the claim that these are 
the two most-watched shows can be somewhat 
misleading; indeed, they are the most watched in 
terms of minutes spent viewing, however this is 
perhaps less surprising when you consider that 
there are 236 episodes of Friends for viewers to 
while away the hours watching - compared to just 
25 for the fan-favourite Stranger Things. 

Powerful TV giants entering the market and 
reclaiming the rights to their shows means that 
Netflix can no longer rely on licensing hit TV, 
they must create their own. To give them due 
credit, they have had considerable success doing 
this already and are not shy of investing serious 
cash; their current annual programming budget 
is $12 billion In fact, according  to a recent study 
commissioned by Moffett Nathanson conducted 
by HarrisX of 11,135 US subscribers in May-
June 2019, 15 of the top 20 ‘favourite’ shows 
were Netflix originals. Out of the top 99, 51 were 
commissioned or produced by the platform itself, 
42 were licensed, and 6 were not on Netflix (most 
likely due to participant confusion over where 

they had seen the programme). This ‘favourite’ 
metric is perhaps more important that the often-
quoted ‘time spent-viewing’ metric that is often 
used to show the popularity of Friends and The 
Office. Nevertheless, the importance of these big 
franchises for driving return usage to the platform 
for hours upon hours is undeniable. 

Despite this, Netflix Originals significantly out-
performed both its closest current competitors 
on this metric. The same survey showed 17/99 
favourite shows on Hulu to be original, with 74 
acquired from cable and broadcast TV networks. 
Prime’s results are more misleading which the 
analyst firm attributed to consumers confusing 
Prime Video with the rentals and purchases 
available through Amazon Video: 19/99 were 
originals, 44 licensed and 36 weren’t available on 
the platform. 

From this survey we can say there seems to be a 
correlation between a greater number of original 
shows and service popularity. 

Streaming sites now have elevated ambitions for 
their original content and are now even giving 
furious competition to the established production 
houses for recognition from major awards. Netflix 
ended HBO’s 17-year reign as the most Emmy 
nominated TV network in 2018; but HBO were 
back this year with a vengeance, accumulating 
137 nominations, breaking their own record of 
126 nominations from 2015. Although the new 
entrants may be more established in TV, the 
argument that they make better content has been 

ANALYSIS

disproven; Netflix can compete at the same level. 

New entrants have stated that they will not be 
able to compete with Netflix on the volume of 
content available initially. However, the swing in 
content when they reclaim their proven successful 
shows from Netflix, and begin to create their own 
new original content, with a wealth of experience 
behind them (excluding Apple TV) should mean 
that they can compete, and potentially better the 
current leader. 

However, the release of some of Netflix’s most 
popular titles such as BirdBox do not necessarily 
result in the spike in downloads they might hope. 
Whilst this tactic perhaps worked in the past, 
there are too many instances where their originals 
don’t quite live up to their potential hype. Take 
Maniac for example, described by Time Magazine’s 
TV critic Judy Berman as “a heady, beautifully 
executed, well-promoted, big-budget Netflix sci-fi 
epic directed by Cary Joji Fukunaga and starring 
Emma Stone and Jonah Hill”. This was a show 
destined for success but the conversation around 
it died shortly after it’s September premiere.
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Market Saturation

As we welcome in the new hyper-competitive phase of 
the industry, it seems unlikely that all will succeed; is 
there room for the new entrants? 

The graph below shows the monthly active users of the 
apps for Netflix, Hulu and Amazon Prime, in addition to 
the total market size (compiled by totalling the numbers 
from the top 10 US streaming site apps from the table 
in the introduction). The numbers seem to indicate that 
the growth of this industry is stagnating.  

Moreover, when we consider the total population of 
the USA, we can further appreciate the saturation of the 
market. As previously mentioned, of USA’s 169 million 
citizens aged between 20-59, the top 10 streaming 
services accumulate 85.9 million monthly users, which is 
51% of the adult demographic under 60; a number even 
more significant when we consider this it only takes into 
account users of the app for their phone or tablet. 

With a huge number of Americans already using one of 
the main streaming services, and this number seemingly 
near its peak, we must question whether the USA is 
experiencing ‘subscription fatigue’. 

Further worries for Netflix became evident in July upon 
the release of their latest quarterly report. The market 
leader fell drastically below their own forecasts and 
actually made a net loss of 126,000 paid subscribers in 
the USA, compared to their expected gain of 309,240. 
The global net additions are depicted quarterly below. 
Since 2016, Netflix have only failed to exceed their 
forecast on four occasions; the other three close 
enough to not be of particular concern. However, in the 
most recent quarter they fell short of their expected 
target by almost half - obtaining 2.7m paid customers 
vs the 5M they had hoped for. This is the first time they 
have lost domestic subscribers since 2011 when they 
split the DVD and streaming service. 

ANALYSIS

It is difficult to say what is to blame, but it doesn’t 
seem to be content. Dead to Me, a dramedy starring 
Christina Applegate, attracted 30 million households 
in its first four weeks. When They See Us, a limited 
series by Ava DuVernay about the Central Park Five 
case, was viewed by 25 million accounts, and Netflix 
had several other shows and movies that 30 million or 
more households watched. The fact that Netflix had a 
relatively successful quarter for original content, yet 
performed so badly is worrying news. 

‘Subscription fatigue’ is a term that has been introduced 
to describe the feeling of unrest from the public 
towards the growing number of subscription services 
they need in order to watch all the television they wish. 
Considering this, what will become of Disney-owned 
Hulu is also another interesting question that could 
very much effect the level of competition Disney+ will 
muster against the industry leader. 
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Pricing

Netflix could learn lessons from 2011 when they 
changed their pricing structure from $10/ month 
for their DVD and streaming-video package to 
two separate services costing $7.99 each/ month. 
This was effectively a 60% rise in prices if you 
wanted both services. The company lost 800,000 
subscribers during the quarter it imposed the hike, 
leading to their stock price plummeting, erasing 
more than $11bn in shareholder wealth in a year. 
They did recover but Netflix learnt that it needs to 
become a service its users can’t live without before 
hiking prices. 

As we can observe from this graph, streaming 
services do seem to be somewhat price sensitive. 
In January 2019 Netflix raised its prices once 
again to $12.99, which coincides with their most 
significant drop in downloads between Q1 and 
Q2 2019 (34 million to 28.8m). Similarly their 
downloads saw a decline for the two quarters 
following their price rise in October 2017. 

NBC Universal’s decision to offer their platform 
for free (ad-supported) could see them gain a 
significant share of users and avoid the issue of 

ANALYSIS

subscription service fatigue. Similarly, Disney+ 
priced below Netflix could tempt users away from 
the market leader as an alternative service. 

On the other hand, HBO Max will not be 
challenging any of the current services on price 
and thus will need to offer a significantly better 
library of content for potential customers to 
part with the extra cash. It is unclear how Apple 
TV would be priced, but judging from the price 
sensitivity of demand, they would be wise to come 
in at the lower end of the market. 

(4) Downloads (Millions)
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Price Elasticity of Demand

All of the top three introduced price changes 
during the period examined, with Hulu decreasing 
their monthly subscription as Amazon and Netflix 
increased prices. Price elasticity of demand 
measures the responsiveness of demand after a 
change in a product’s own price. This tells us the 
propensity for the market to continue using the 
service after a change in price.

Netflix is considered inelastic because even 
though prices rose 17% in the period, demand also 

ANALYSIS

rose 13%. Amazon Prime is elastic as it’s 18% price 
increase actually resulted in a better increase in 
demand of 21%. The fly in the ointment is Hulu, 
who followed Netflix’s price rise with a price 
reduction of 29%, but this unexpectedly resulted 
in a 9% drop in demand for its services.

Of course, any market analysis of this type ignores 
changes in quality of the product, in this case 
content offerings. So the price elasticity of demand 
results should be taken with a small pinch of salt. 
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Market Value

The value of the market continues to grow in the 
US VoD market. When looking at market value as 
a calculation of MAUs multiplied by subscription 
price for each service, we can see Netflix continues 
to strengthen it’s position in the top spot, with 
Amazon also closing the gap. Hulu though has 
struggled to maintain second place and has seen 
its market share drop since 2017. 
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Having explored these three areas, can we answer 
the question: 

Will these new entrants trouble the firmly established 
force that is Netflix? 

Netflix should be concerned that their momentum 
is fading before the competitive landscape becomes 
even more difficult, and before Friends and The 
Office are actually removed. 

Although they are spending high on content, it 
doesn’t seem to be having the impact they need 
and we must question the sustainability of their 
business plan, currently incurring huge losses. 

Outside of the US, the story may not be quite as bad 
for Netflix - non-US subscribers account for 80% of 
new sign-ups and 60% of Netflix’s total user base of 
149 million subscribers. 

However, within the US the new entrants can, on 
the whole, compete on price and content. This is 
perhaps the first time in Netflix’s history where 
there are several genuine alternatives competing 
on the same level. If Netflix cannot convince users 
to stay by producing unmissable original content, 
the low cost of switching means that these huge 
corporations could easily swoop for large numbers 
of the Netflix user base. 
 
NBC Universal’s tactic of a free service will surely 
be popular, even if it is used as an additional service. 
However, due to this it is probably the least of 

Netflix’s worries for replacing them entirely.

Will the US market expand to include new players 
as users create their own ‘content bundles’? The 
inelastic nature of the market would seem to 
indicate that there is certainly room to grow before 
stagnation takes hold. As ever though, it will be 
an old cliché that provides an indication of future 
success: ‘content is king’.

CONCLUSION

Most entrepreneurial ideas 
will sound crazy, stupid 
and uneconomic, and then 
they’ll turn out to be right.

Reed Hastings, co-founder, Chairman and CEO of Netflix 
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About Priori Data

Priori Data provides a comprehensive suite of app 
market intelligence tools that enable accurate strategic 
planning in the global app economy.
 
Our commitment to data quality is underlined by our 
unrivalled transparency around data accuracy. Priori is 
regularly regarded as industry leading in head-to-head 
app data comparisons.
 
Our platform is designed for anyone looking to improve 
the organic performance of apps based on data-driven 
research, benchmarking and market analysis. Top-tier 
marketers, investors, consultants, researchers and 
service providers rely on our insights every day.
 
Founded in Berlin in 2013, Priori Data was acquired by 
appScatter in 2018.


