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Examining factors affecting local IPTV users’ intention to subscribe to

global OTT service through their local IPTV service 2

Chulmin Lim, Korea University

Abstract

In November 2018, LG Uplus had a partnership with Netflix for the first time in South Korea and
started to offer the integrated service which is available to subscribe and use Netflix through its IPTV.
Despite of huge influence of integrated service to local media industry, there are few studies to examine
the strategic meaning of this contentious phenomenon and consumers’ responses. Therefore, this study
tried to find meaningful factors affecting local IPTV users’ intention to subscribe to global OTT service
through this integrated service by using structured equation model (SEM). From the result of this study,
users’ dissatisfaction with IPTV could not impact on intention to subscribe to global OTT service.
However, users’ perceived value of global OTT service, perceived benefit of integrated service and
binge watching have positive impact on it. This study has some academic and practical implications for

practitioners in pay-TV and OTT industry.
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1. Introduction

As diverse operators begin to provide over-the-top (OTT) service and content
consumption through OTT has been dramatically increased after COVID-19, competition in
the pay-TV industry has been more intensified. To sustain their OTT business and obtain new
subscribers in the competitive home market, global OTT services such as Netflix and Amazon
Prime Video try to expand their business territory to other countries. While they expand their
market size, the global OTT services influence not only on local OTT market but also the pay-
TV market in other countries in several ways (Kim et al., 2016). In the IPTV (Internet Protocol
TV) market in South Korea, for instance, which is led by major South Korean telecom operators,
IPTV service providers have cooperated with global OTT service to strengthen their service
competitiveness. For instance, in November 2018, LG Uplus had a partnership with Netflix for
the first time in South Korea and started to offer the integrated service which is available to
subscribe and use Netflix through its IPTV (E-J. Kim, 2021). After that, olleh tv, which is KT’s

IPTV service, also began to offer the same service in September 2020 (E-J. Kim, 2021).

This integrated service has some strategic values for both global OTT service and local
IPTV service. After Netflix is provided through the local IPTV service in 2018, the number of
Netflix subscribers has consistently increased from 900 thousand in 2018, 2.73 million in 2019,
and 3.62 million in 2020 (H. Kim, 2021). It shows that cooperation with local IPTV service
having many users in the local pay-TV market is helpful for entering the new market for global
OTT services (Daidj & Egert, 2018). Furthermore, IPTV users also can subscribe or use OTT
service through IPTV without smart TV or an additional media player such as Chromecast.
Moreover, users can watch exclusive or original content from the OTT service that is not
provided in their current IPTV service. It means that additional subscribe and use OTT service

through IPTV could supplement IPTV’s insufficient part. Thus, integrated service can be



critical strategy for IPTV service to hold current users or acquire new users. In practice, U+tv,
LG Uplus’s IPTV service, started to provide integrated service with Netflix exclusively at the
end of 2018 and the number of its subscribers in 2020 has increased about 20% (473 thousand)

compared to 2018 (402 thousand) (LG Uplus, 2021).

On the other hand, it has also been pointed out that this integrated service could
negatively impact on local media industry as well. The Korean Broadcasters Association (KBA)
pointed out that major local IPTV service providers’ partnership with global OTT service
would boost the global OTT service to encroach on the local media market, and also appealed
for the establishment of policies or regulations to protect the entire South Korean media
industry from global OTT services (Baek, 2020). One of the reasons for this claim would be
that growing influence of global OTT service in local market could be considered as huge threat
for terrestrial broadcasters providing wavve, the OTT service allied with SKT. This industrial
circumstance implies that the global OTT service is recognized as a competitor as well as a

cooperator in South Korean media industry.

Despite of huge influence of integrated service to local media industry, there are few
studies to examine the strategic meaning of this contentious phenomenon and consumers’
responses. In addition, Disney+, Disney's OTT service, will be launched in South Korea and
cooperate with major IPTV service providers as Netflix. With another new global OTT service
which is available to subscribe and use through IPTV, current IPTV users can make decision
to subscribe and use it or not. At this point, it is important for both IPTV service and OTT
service providers to estimate the users’ perception on integrated service and new global OTT
service. Thus, it could give some policy or regulatory implications for practitioners in pay-TV
and OTT industry. Therefore, the aim of this study is to find meaningful factors affecting local

IPTV users’ intention to subscribe to global OTT service through this integrated service.



2. Literature review and hypothesis

2.1 Competition and cooperation between IPTV and OTT services in South Korea

IPTV market in South Korea has grown remarkably even in a short period of time. From
the report from Ministry of Science and ICT (2020), the number of IPTV subscribers in Korea
has risen sharply from 13.94 million in 2016 to 17 million in the first half of 2020. This report
also mentioned that since the number of IPTV subscribers exceeded the size of cable-TV in
2018, this gap has widened consistently. Consequently, the market share of IPTV service
subscribers over 51% (33.94 million) of the total pay-TV market in 2020. In terms of service
providers, KT (olleh tv) has 7.58 million subscribers (22%), SK Broadband (Btv) 5.3 million
(15%) and LG Uplus (U+tv) 4.59 million (13%) at the first half of 2020 (Ministry of Science
and ICT, 2020). Jo et al. (2020) mentioned three key factors that led to the rapid development
and diffusion of South Korean IPTV industry compared to other countries: High-quality of
network infrastructure and its wide diffusion, fierce competition in IPTV market among major
telecom operators and relatively late digitalization of cable TV which is the competitor in pay-
TV market.

Not only the IPTV, also the OTT service and its market has meaning in South Korean
media industry. As the scale of global OTT industry has grown from 7.6 billion $ in 2018 to
110 billion $ (BCG, 2020), sales in the South Korean OTT market grew from 170 million $ in
2014 to 700 million $ in 2020, with an average annual growth of about 26% (KCC, 2020).
Based on monthly active users for subscription-based OTT service, Netflix had the largest
number of monthly active user (MAU) with about 10 million, followed by wavve (3.95 million)
and TVING (2.65 million) in March 2020 (Igaworks, 2020). I1ITP (2020) examined why OTT

services could become widespread in South Korea and found four main reason for it: Service



based in diverse devices, reasonable price and high quality of contents, less limitation in
regulation and high demand for social distancing life after COVID-19.

In terms of the same type of product, content, IPTV services and OTT services have
been competed with each other and a lot of studies on their competitive aspects were mainly
conducted through niche analysis. Through this methodology, Kim et al. (2016) argued that
degree of competition between pay-TV and OTT service in South Korea is relatively low. In
that period, Netflix was not lunched in South Korea and also local OTT services were just
considered as an extension of terrestrial broadcasters, so competitiveness of OTT services was
not that significant (Park, 2017). On the other hand, Li (2017) examined the competition among
media service providers including OTT, IPTV and digital cable in Taiwan. The author verified
that OTT service has more relative competitiveness than other two services. These findings
show that previous studies mainly focus on substitutive relationship between pay-TV and OTT
service offering similar contents.

To understand the value of cooperation between global OTT services and local pay-
TV service, Daidj and Egert (2018) conducted the case study of Netflix and French local
telecom operators and TV channels. These studies, however, showed limitation in identifying
the relationship or synergy between local pay-TV and global OTT platform and the users’
response to their integrated service. Recently, however, the growth rate of global OTT
subscribers in OTT markets has been on the decline and this phenomenon is emerging not only
in South Korea but also globally. It could be the result of the users’ dissatisfaction on current
OTT service or demand for new contents. To secure their current subscribers, at this point,
global OTT service providers try to shift the paradigm of competition with local media service
providers that still have a significant influence in the local market by considering strategic
cooperation with them. In the Korean media industry, global OTT and IPTV service providers

are actively cooperating against the growing influence of Netflix in local market (11 TP, 2020).



For example, LG Uplus entered into a strategic partnership with Netflix in November 2018 in
the form of platform in platform (PIP) and KT followed this strategy in 2019. This service

In this sense, finding crucial reasons for users to subscribe to global OTT service
through IPTV might be helpful for both IPTV and OTT service providers to expand their
market in the competitive environments. As several studies have highlighted the importance of
synergies between these platforms, this approach would be meaningful in that it shows the
possibility of the two operators working together to achieve their respective business goals in
the South Korean market, where the market size is relatively limited. Accordingly, this study

presents the research question as follows:

RQ: What factors would impact local IPTV users’ intention to subscribe and use global

OTT service through their IPTV service?

2.2 Research hypotheses

2.2.1 Dissatisfaction with IPTV service and determinants of it

Customers may feel dissatisfied if the service or product they are using does not meet
their expectations (Mittal et al., 1999). Some studies argued that if users feel dissatisfied with
the service, they can break off their relationship with the existing service or switch to an
alternative (Bansal et al., 2005; Cho & Song, 2012; Panther & Farquhar, 2004). This situation
could be appeared in media contents in substitutive relationship. For example, examined the
relationship between cable-TV and web streaming service regarding cord-cutting and found
that frustration with technical deficiency and intent to cut the cord on cable was mediated by
perceived advantages (Tefertiller, 2018). In particular, this study expects that if integrated

service is offered to local IPTV service users, they are more likely to subscribe new global



OTT service which is having diverse and unique contents repertoire. Furthermore, if IPTV
users dissatisfied with certain part of current IPTV service, they would more consider about
additional OTT platform to compensate the dissatisfaction of IPTV service. In this situation,
the complementary relationship between IPTV service and OTT service can be further
strengthened. Even though IPTV users are dissatisfied with current IPTV service and they
consider switching to other IPTV services or terminating existing services (Ahn et al., 2006;
Kim et al., 2017), they can additionally subscribe to the global OTT service through integrated
service while retaining current IPTV service. Therefore, this study presents the following

hypothesis:

H1: Dissatisfaction with IPTV service positively impacts on the intention to subscribe to

additional global OTT service.

It has been shown that the most important service affecting overall dissatisfaction is
dissatisfaction with core services (Cho & Song, 2012). In this sense, Lee (2008) noted that
users perceive improvements to the content sector as the most important thing in IPTV service
management. In this regard, Lee et al. (2011) conducted a study to identify factors affecting
IPTV adoption and demonstrated that content diversity plays an important role. From these
prior studies, this study confirmed that securing and providing a variety of content may be one
of the main goals as a media platform. Accordingly, if users perceive that IPTV services do not
provide diverse contents, users are expected to be dissatisfied with the overall IPTV service.
Furthermore, diversity of content can be subdivided based on the content types: local, global

and original. Accordingly, this study proposes following hypotheses:

H2: Local content diversity of IPTYV service negatively impact on the users’ dissatisfaction

with IPTV service.



H3: Global content diversity of IPTV service negatively impact on the users’

dissatisfaction with IPTV service.

H4: Original content diversity of IPTV service negatively impact on the users’

dissatisfaction with IPTV service.

Convenience refers to an individual’s expectation to minimize their time and effort
(Gehrt et al., 1996). In the context of IPTV service, convenience has been considered as an
important factor affecting users’ intention to adopt IPTV (Lin et al., 2012). In the process of
using IPTV, users can search for the content they want and receive information related to the
content. If these content usage environments are not designed easily and conveniently, users
may feel dissatisfied with IPTV services. In addition, IPTV services have recommended based
on users' preference, and these recommendations are not only related to consumers' satisfaction
with content, but also to convenience in that they can reduce the hassle of finding content

directly. Accordingly, this study proposes following hypotheses:

H5: Convenience of IPTV service negatively impact on the users’ dissatisfaction with

IPTV service.

Monetary value refers to the result of users’ evaluation based on price of service or
product. Service or product providers should consider the proper price regarding the quality of
service and products. If IPTV users do not perceive the price would not be reasonable
considering the contents or overall service, users would feel dissatisfied with current service.
In this sense, monetary value of IPTV has been considered as an important factor affecting
users’ satisfaction or adoption of it (Lee et al., 2011). Since IPTV service has two different type
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of paying system: (monthly) basic fee and VOD fee. Basic fee is mandatory fee that users must
pay for basic service but users can purchase each content or subscribe to package program
services additionally. These two types of IPTV fee could be recognized for users differently.
To understand users’ experience of IPTV comprehensively, this study divided monetary value
into two factors: monetary value for basic fee and VOD fee. Accordingly, this study proposes

following hypotheses:

H6: Monetary value of IPTV (Basic fee) negatively impact on the users’ dissatisfaction

with IPTV service.

H7: Monetary value of IPTV (VOD fee) negatively impact on the users’ dissatisfaction

with IPTV service.

2.2.2 Perceived value of global OTT service and determinants of it

Perceived value refers to consumers’ overall evaluation of service or product by
considering benefit and sacrifice (Zeithaml, 1988). Basically, customers are likely to have
certain amount of value by sacrificing their economic or non-economic efforts. In this sense, a
lot of studies regarding adoption, purchasing service or product have considered perceived
value as an important component (Chen & Dubinsky, 2003; Kerin et al., 1992). In the context
of OTT media services, it has been examined as an important determinant of continuance
intention of IPTV (Lin et al., 2012) and loyalty of OTT service (Chen & He, 2019). It shows
that perceived value is meaningful components related to users’ behavior intention in the media
service field as well (Kim et al., 2007). Therefore, if IPTV users perceive the value of global
OTT service would satisfy their expectation, they would want to subscribe and use OTT service

through integration service. Accordingly, this study proposes following hypothesis:



H8: Perceived value of global OTT service positively impacts on the intention to

subscribe to it.

Several studies have confirmed that contents aspect should bare recognized as core
services not only by IPTV but also by OTT services. From the exploratory research to find
factors affecting users’ intention to subscribe OTT service, it is seen that users expect OTT
service to provide diverse local, global and unique contents to them (Nagaraj et al., 2021). Yoo
and Park (2018) conducted a study on Netflix users in South Korea and found that the
satisfaction of content is the most significant factor that affects the usefulness of the service.
In addition, they found that diversity of original content had the biggest impact on satisfaction
of content, followed by diversity of global content. Based on the importance of content
diversity, global OTT platform is trying to offer wide range of choices in contents for users.
Thus, when users perceive OTT platform has enough capability to provide diverse local, global
and original contents, they would expect OTT service could give some reasonable values to

them. Accordingly, this study proposes following hypotheses:

H9: Local content diversity of global OTT service positively impact on the perceived

value of it.

H10: Global content diversity of global OTT service positively impact on the perceived

value of it.

H11: Original content diversity of global OTT service positively impact on the perceived

value of it.
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Convenience, in the context of OTT service, is related to how much user interface,
content information, searching and recommendation function are convenient and efficient for
users (Cho, 2013; Yoo & Park, 2018). It has been considered as an important component of
OTT service that influence users’ perception on service and satisfaction (Nagaraj et al., 2021).
Since OTT service is available from several devices including smartphone, laptop and TV
through the integrated service, users could expect global OTT service to be provide with high
convenience with every device. Since one of motivation to use OTT service is watching
contents anytime and anywhere conveniently (Nagaraj et al., 2021), convenience is expected
to play an important role in forming the core value of global OTT as well. Therefore, this study

proposes following hypothesis:

H12: Convenience of global OTT service positively impact on the perceived value of it.

Monetary value, in the context of OTT service, refers to customers’ perception on
economic benefit by using OTT service (Chen & He, 2019). Chen and He (2019) divided
perceived value into economic value and emotional value and they verified that economic value
has a strong influence on OTT users’ satisfaction than emotional value. The participant of this
study are people who already subscribe to and use IPTV service. Therefore, they are people
who already have financial expenditure on content service. For such people, using integrated
services to subscribe additional OTT service could be considered as an economic burden. Thus,
users would expect the contents and services to provide with high monetary value (Jin & Lee,

2009; Lin et al., 2012). Therefore, this study proposes following hypothesis:

H13: Monetary value of global OTT service positively impact on the perceived value of

it.
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2.2.3 Perceived benefit of integration service

Perceived benefit refers to advantages from by integrated service in this study.
Bouwman et al. (2008) identified that IPTV service can provide diverse additional services
such as interactive service and video on demand (VoD). In addition, they mentioned that IPTV
service can provide exclusive and unique programs to users through differentiated additional
service. In this sense, integrated service form local IPTV service with global OTT could be
meaningful for IPTV services. By using this service, IPTV users can subscribe and use OTT
platform through their current IPTV service (E-J. Kim, 2021). If users have subscription on
OTT platform, they do not need to pay extra fee for this service. It implies that IPTV users can
watch both contents from IPTV and global OTT platform without purchasing extra device and
take advantage of N-screen function with their TV and mobile devices. If IPTV users perceive
these benefits from integrated service high, they are more likely to subscribe and use global

OTT service through IPTV service. Therefore, this study suggests following hypothesis:

H14: Perceived benefit of integration service positively impacts on the intention to

subscribe to global OTT service.

2.2.4 Characteristic of users (Binge watching)

Some studies have examined that relationship between users’ characteristic and user
behavior. Cha (2013) verified that users’ viewing orientations such as ritualistic orientation and
instrumental orientation affect intention to use online video platforms. In the context OTT
service, Netflix has the advantage for users to be able to watch content without additional
payment, and it provides multiple content series at once (Yoo & Park, 2018). These

characteristics of service have affected to users’ content viewing pattern which is called binge
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watching (Jenner, 2016). For users who are used to and prefer to binge watching, they would
expect for another OTT service to satisfy their needs. Disney Plus maintains a policy of
providing new content at intervals, unlike Netflix, rather than being released all at once.
However, if much of the previous series of content that Disney Plus already has is provided,
users will still be able to binge watch diverse contents. Therefore, this study suggests following

hypothesis:

H15: binge watching characteristic of users positively impacts on the intention to

subscribe to global OTT service.

2.2.5 Intention to exit OTT service

Users consistently want to watch new service and it results in frequent platform exit
(Ping, 1994). To manage users’ exit which can be critical for financial management, several
studies have been tried to find the factors affecting users’ exit and dissatisfaction, habit and
attractiveness have been verified as an important reason for it (Gummesson, 2007; Singh, 1990).
If a new competitive OTT service is provided with integrated services, users can find new
content and subscribe to new services instead of previous service. The intention to use the new
service may make users feel unnecessary for current OTT service. Furthermore, it is expected
to have influence on users’ intention to exit current service as well. Therefore, this study

suggests following hypothesis:

H16: Intention to subscribe to global OTT service positively impacts on the intention to

exit current OTT service.
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Based on the previous literature reviews, this study suggests following research models
to find factors influencing users’ intention to subscribe global OTT service. As shown in Figure
1, this model consists of dissatisfaction on current IPTV, perceived value of global OTT service,

perceived benefit of integration service, binge watching and related factors.

1. Experience of current IPTV

Local content Global content Original content
diversity diversity diversity

2. Experience (expectation) of
(IPTV+OTT) integration service

Perceived benefit of
integrated service

Convenience of
IPTV
Monetary value of
IPTV (basic fee)
Monetary value of
IPTV (VOD fee)
Convenience of
Global OTT
Monetary value of
Global OTT

Dissatisfaction on
current IPTV

Intention to subscribe
Global OTT service

Perceived value of

Global OTT
Binge watching
4. Characteristics of user
Local content Global content Original content
diversity diversity diversity

3. Characteristics of OTT service

Fig 1. Research model.

3. Methodology
3.1 Data collection and analysis

To test the proposed hypotheses, this research employed a survey on the current users
of U+tv, which is the IPTV service provided by LG Uplus. The questionnaires are mainly based
on previous literature in the field of service industry regarding research on IPTV and OTT

adoption. All measurement uses the seven-point Likert-scale, ranging from "1 — strongly
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disagree”, to "7 — strongly agree”. The online survey was conducted by Macromill Embrain,
which is one of the biggest online research company from May 31 to June 6, 2021, and 317
responses were included in the analysis. This study adopted PLS-SEM (Partial least squares
structural equation modeling) as it is possible to test multi-staged causal relationships at the

same time (Gefen, Straub, & Boudreau, 2000).

3.2 Sample and descriptive statistics

Table 1 shows the personal traits of survey participants such as gender, age, frequency
of daily usage, OTT subscription, and household. Since the online survey adopted convenience
sampling, gender of survey participant was divided almost into half of each, and the age group
of participants was divided evenly across the entire population excepts participants over 60s.
To examine the difference between Netflix users and non-Netflix users, this study also got
sample inconvenience for both groups evenly.

Regarding the amount of time to use IPTV on a weekday, the average hour per day
was 2.97 and 5.37 for weekends. Also, most of the participants (65%) use IPTV every day, and
there were only 6% of participants using IPTV less than three days per week. Since IPTV
service is based on household subscription, this study asked about the number of family
members of participants. As a result, participants who are living alone took 13%, and those
living with two family members (including participants) took 20%. The portion of participants

who are living with more than three family members was about 67%.
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Table 1. Sample characteristics

Demographic variable / Item Frequency Percentage (%)
Gender
Male 144 45
Female 173 55
Age
The 20s 67 21
The 30s 69 22
The 40s 88 28
The 50s 68 21
The 60s 25 8
Netflix subscription
Netflix user 159 50
Non-Netflix user 158 50
Average of daily IPTV usage (Weekday) / hour 2.97 100
Average of daily IPTV usage (Weekend) / hour 5.37 100
Average of weekly IPTV usage / Day
1 5 2
2 13 4
3 19 6
4 21 7
5 38 12
6 15 5
7 206 65
The number of family members
Single-person households 40 13
2 64 20
3 95 30
4 103 32
5 11 3
6 3 0.9
7 1 0.1
Total 317 100%
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3.3 Test of the measurement model

This study checks Cronbach's alpha, composite reliability (CR), and factor loading to
test reliability. As shown in Table 2, all the values for both of the Cronbach's alpha and CR are
above 0.7, a reasonable threshold provided by Werts, Linn, and Jéreskog (1974), and
furthermore, factor loading of all items exceeds 0.7, implying that all items used in this study

have acceptable reliability (Barclay et al., 1995).

In addition, the average variance extracted (AVE) for every factor was above the
acceptable level of 0.5 (Gefen et al., 2000), and thus the proposed research model has sufficient
convergent validity. To test the discriminant validity, which proves that indicators are assigned
appropriately to each factor rather than on other factors, the Fornell-Larcker criterion was used
and check whether the AVE of each factor is above its squared correlations with others
(Henseler et al., 2016). The diagonal values in Table 3, which represent the square root of the
AVE, exceed other values in the same column. Therefore, this research model confirmed

several standards for reliability and validity.
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Table 2. Reliability and convergent validity

Cronbach’s
Item CR AVE
Alpha

Local content diversity of IPTV 0.92 0.94 0.80
Global content diversity of IPTV 0.90 0.92 0.75
Original content diversity of IPTV 0.95 0.98 0.95
Convenience of IPTV 0.90 0.92 0.71
Monetary value of IPTV (basic fee) 0.94 0.96 0.89
The monetary value of IPTV (VOD fee) 0.95 0.97 0.91
Dissatisfaction with IPTV 0.95 0.97 0.91
Local content diversity of Global OTT 0.95 0.97 0.88
Global content diversity of Global OTT 0.88 0.92 0.74
Original content diversity of Global OTT 0.83 0.89 0.67
The convenience of global OTT 0.93 0.95 0.79
The monetary value of global OTT 0.92 0.95 0.86
The perceived value of global OTT 0.94 0.96 0.85
Perceived benefit of integrated service 0.77 0.90 0.81
Binge-watching 0.93 0.95 0.79
Intention to subscribe to global OTT 0.96 0.97 0.90
Intention to exit current OTT 0.92 0.94 0.80
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Table 3. Fornell-lacker criterion

W':tgf]‘ing ocf"I“F‘,’mence g?g‘;gg;"” v'?/:iﬁalﬁa\f“"” Global_IPTV  Global OTT iggslgtr;;e LocalIPTV  Local OTT ~ onetary value of Sﬁlﬁ&”f Original_IPTV  Original OTT :’net';;fr';t‘;g \éﬁ)lg;lof et
oTT oTT VoD fee oTT service oTT oTT
Binge-watching 0.821
Convenience of IPTV (0,184 0.835
dooaromreneeet 0324 0501 0.862
Dastactonwith 0,089 -0.383  -0.105 0.951
Global_IPTV 0.173  0.636 0.42 0249  0.859
Global_OTT 0113 0366 0419  -0075 0336  0.834
e or e 0,249 0346 0.411 -0.02 0.405 0.374  0.945
Local_IPTV 025 0497 0392  -0162 0767 0237 0211  0.889
Local OTT 004 026 0.215 0.126 0.339 0526 0423 0107 094
oneary value of 0124 0475 0262  -0127 0523 031 0406 0411 0362 0951
Monetary value of 0192 0508 0358  -0258 0572 0374 0534 0477 0379 0749  0.943
omeary value of 0.1 0.18 0.376 0.004 0.2 0.241 0526 0108 0398 0356 0423 0.923
Original_IPTV 0.165 0516 0297  -0.049 0603 0213 0357 0402 046 0585 0508 0229  0.975
Original OTT 0.189  0.35 0.433 -0.13 0.368  0.614 0429 0304 0406 0254 03 0.37 0.163 0.773
P 0261 0.366 0489  -0254 0333 0273 0378 0353 0102 0.167 0253 028 0.153 0.399  0.901
oyt 0171 0301 0442  -0.047  0.363 035  0.733 0.2 0471 0382 049 0857  0.325 0452 0368  0.924
tenton o it 0.043 -0.076  0.085 0424  -0067 0077 0213 -0028 018 0007 -0.048 0024  0.061 0.053 0002 0.027 0.89
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Table 4. Result of path analysis

Path

All users

Non-Netflix users

Netflix

users

Coefficient (B)

Result

Coefficient (B)

Result

Coefficient (p)

Result

H1(+) Dissatisfaction with IPTV -> Intention to subscribe to global OTT 0.025 Not supported 0.034 Not supported 0.03 Not supported
H2(-) Local content diversity of IPTV -> Dissatisfaction with IPTV -0.015 Not supported -0.155 Not supported 0.138 Not supported
H3(-) Global content diversity of IPTV -> Dissatisfaction with IPTV -0.061 Not supported 0.043 Not supported -0.184 Not supported
H4(-) Original content diversity of IPTV -> Dissatisfaction with IPTV 0.286 Supported 0.288 Supported 0.263 Supported
H5(-) Convenience of IPTV -> Dissatisfaction with IPTV -0.395 Supported -0.344 Supported -0.411 Supported
H6(-) Monetary value of IPTV (basic fee) -> Dissatisfaction with IPTV -0.231 Supported -0.223 Not supported -0.248 Supported
H7(-) Monetary value of IPTV (VOD fee) -> Dissatisfaction with IPTV 0.023 Not supported -0.105 Not supported 0.139 Not supported
H8(+) Perceived value of global OTT -> Intention to subscribe to global OTT 0.656 Supported 0.621 Supported 0.677 Supported
HI(+) Local content diversity of Global OTT -> Perceived value of global OTT 0.14 Supported 0.186 Supported 0.1 Supported
H10(+) Global content diversity of Global OTT -> Perceived value of global OTT 0.021 Not supported 0.027 Not supported 0.028 Not supported
H11(+) Original content diversity of Global OTT -> Perceived value of global OTT 0.106 Supported 0.148 Not supported 0.073 Not supported
H12(+) Convenience of global OTT -> Perceived value of global OTT 0.052 Not supported -0.002 Not supported 0.095 Not supported
H13(+) Monetary value of global OTT -> Perceived value of global OTT 0.682 Supported 0.603 Supported 0.743 Supported
H14(+)| Perceived benefit of integrated service -> Intention to subscribe to global OTT 0.095 Supported 0.094 Not supported 0.1 Not supported
H15(+) Binge watching -> Intention to subscribe to global OTT 0.152 Supported 0217 Supported 0.102 Not supported
H16(+) Intention to subscribe to global OTT -> intent to exit current OTT - - - - 0.213 Supported
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4. Results

The hypotheses testing using PLS analysis show that the research model of this study
could explain 71.9% of the variance in the perceived value of global OTT, 57.6% of the
variance in intention to subscribe to global OTT and 26.2% of the variance in dissatisfaction
with current IPTV. From the bootstrapping test for the research model (all users), the results of
path coefficients are shown in Table 4, and Figure 2 and 6 hypotheses are supported among 15

hypotheses from path analysis.

1. Experience of current IPTV
Local content Global content Original content
diversity diversity diversity
‘-_ "
. H

0.286**
-0.395**
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Convenience of
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Monetary value of L _"“--___ v
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Global OTT service
N

Convenience of ok
Global OTT D.152

- Perceived value of

*
0.682*** Global OTT
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Monetary value of .
H

Global OTT 0.140%** 0.106*

i
|
'
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diversity diversity

3. Characteristics of OTT
service

!

4. Characteristics of user

- Supported

,,,,,,,,,,,,,,,,, > Not supported

Criginal content
diversity

Fig 2. Result of research model (All users).

Regarding the experience of current IPTV-related hypotheses, the convenience of
IPTV and monetary value of IPTV (basic fee) have negatively impact users' dissatisfaction
with IPTV supporting H4 (p= -0.395, p<0.001) and H5 (= -0.231, p<0.001). On the other
hand, the original content diversity of IPTV has a positive impact (= 0.286, p<0.001) on it as
opposite of expectation. Furthermore, users' dissatisfaction with IPTV does not have an

influence on users' intention to subscribe to global OTT.
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For characteristics of global OTT, local content diversity of global OTT (B= 0.14,
p<0.001), original content diversity of global OTT (p= 0.106, p<0.001), and monetary value
of global OTT (B= 0.682, p<0.001) have a positive impact on the perceived value of global
OTT. Users' perceived value of global OTT has a positive influence on intention to subscribe
to global OTT service (p= 0.656, p<0.001). In addition, users’ perceived benefit of integrated
service (B= 0.095, p<0.001) and binge-watching (p= 0.152, p<0.001) have a positive impact

on intention to subscribe to global OTT service as well.

This study conducted the bootstrapping test of another two models separating the main
research model into two groups: Netflix user group and non-Netflix user group. As shown in
figure 3 and figure 4, the original content diversity of IPTV has also impacted both Netflix
users' and non-Netflix users' dissatisfaction with IPTV. In addition, the convenience of IPTV
influence both groups, Netflix users' and Non-Netflix users' dissatisfaction with IPTV. Based
on the perceived value of global OTT, the perceived value of global OTT has an influence on

both Netflix's and non-Netflix's intention to subscribe to global OTT.

From the path analysis, there is some difference between Netflix users and non-Netflix
users. For example, the monetary value of the basic fee of IPTV does not negatively impact on
non-Netflix users' dissatisfaction with IPTV but on Netflix users (B= -0.248, p<0.05).
Moreover, binge-watching orientation positively impacts on non-Netflix users (= 0.217,

p<0.001) but not on Netflix users.

Also, this study asked about the intention to exit the current OTT (Netflix) only for
Netflix users and analyzed the relationship between intention to subscribe to global OTT and
exit of it. As a result, Netflix users' intention to subscribe to global OTT has a positive impact

on intention to exit, supporting H16 (p= 0.213, p<0.05).
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Fig 3. Result of research model (Netflix users).
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Fig 4. Result of research model (Non-Netflix users).
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5. Discussion and conclusion

The purpose of this study is to find out the academic and practical implications of
integrated services provided by global OTT services in cooperation with local IPTV service
providers and users’ responses to it while global OTT services are trying to expand their

business territory to diverse local markets.

Unexpectedly, users’ discontent with IPTV does not appear to affect intention to
subscribe to global OTT service additionally. It implies that IPTV users would not want or
expect to compensate for their dissatisfaction with IPTV with global OTT service. In other
words, even though Disney Plus would offer exclusive Disney content that is not easy to watch
on current IPTV or another platform, IPTV may also be perceived as a window for access to
local or global content that is difficult for Disney to provide. Thus, the two services could be
recognized as platforms with different content. Therefore, IPTV's provision of OTT integrated
services does not strengthen the substitutive relationship between IPTV and the global OTT
platform, indicating that the concern about the weak competitiveness of local media services
by global operators from KBA would not fit in an actual field environment. Rather, these
concerns and excessive regulation on the media industry would hider the pure competition or
users’ benefit from diverse strategic cooperation from media platforms. However, the premise
of this expectation is that local content providers, including IPTV service, should continue to
provide their competitive and unique contents that cannot be offered by global media platforms

to hold their users and relative competitiveness.

Regarding the experience of current IPTV, the convenience of IPTV that users
perceive is the most important factor influencing users' dissatisfaction among IPTV-related
variables. It shows that how convenient IPTV is to operate, search, and recommend

personalized content to users well would be more important for the user to satisfy on IPTV
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service than other contents or monetary values. Contrary to the proposed hypothesis of this
study, the higher the diversity of original contents of IPTV, the higher the user's dissatisfaction.
Regardless of the diversity of IPTV's original content, users are negatively aware of IPTV's
original content itself, which may have led to their dissatisfaction. It could mean that IPTV
service providers over-producing original content without sufficient content production
capacity. Thus, securing original content is an important factor for platform operators. However,
if they do not have the capability to make it, it may be necessary to partner with or license

content production companies rather than self-production. In addition,

As expected, the perceived value of global OTT service has emerged as a major factor
affecting IPTV users’ intention to subscribe to additional global OTT services. Even with the
integrated services, the main reason for paying more fees for the platform would be based on

the global platform’s value itself.

Regarding factors related to characteristics of OTT service influencing this perceived
value of global OTT service, the monetary value of service was the most influential factor in
the value perception of Disney Plus. Currently, the price of a service that is available for four
people at the same time in Australia is about 10$ to 12$, and Disney is recognized as a service
with a high price advantage in a lot of countries, which can be expected to be reflected by South
Korean IPTV users. This may have been especially important in the fact that streaming services
offer unlimited access to content at a lower price when traditional IPTV users are paying
relatively higher basic and additional VOD fees than OTT services. IPTV operators are
expected to be able to effectively offer economical plans affiliated with Disney Plus after it

begins its service in South Korea.

As this study proposed, the diversity of original content of global OTT service appears

to affect the value of Disney Plus recognized by users as well. Currently, local IPTV
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subscribers are looking forward to new content such as Disney's Marvel, Pixar, National
Geographic, and so on. In addition, the diversity of Disney Plus's local (South Korean) content
appears to have the greatest impact on the perception of value for Disney Plus among contents
related factors. This can be interpreted as IPTV users currently have high expectations for the
provision of local content that Disney Plus can provide after contracting with South Korean
content providers. This is not just from an expectation of Disney's own capability, but also it
might be based on the common expectation toward the global OTT platforms like Netflix and
Amazon prime that have provided diverse contents of local broadcasters with localization
strategies. Therefore, the global OTT platforms entering the new local market need to prepare
not only their original content but also local content by a partnership with content distributors

or productions in the local market.

However, the convenience of global OTT service has not been shown to affect the
perception of its value. Since the convenience is not easy to evaluate the value of it, It would
have been attributed to users' lack of experience with Disney's own platform and their inability
to demonstrate Disney Plus in person. The benefits from integrated service are also a significant
factor to intention to subscribe to the global OTT service through IPTV. It means that
simplified payments and convenient N-screen features could be practically useful for IPTV

users who would want to subscribe to global OTT service through IPTV.

This study has some academic implications and contributions. First, this study
conceptualized the new phenomenon of combining global OTT service with local IPTV service
and analyzed actual users' perceptions of it. In addition, this study sought to understand the
concept of subscribing and using global OTT service through IPTV by considering both IPTV
and OTT service-related researches. The results of this study could be helpful for pay-TV

service providers to recognize the need and direction of a strategic partnership with global OTT
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services. In addition, this study is expected to help OTT practitioners in that it predicted in
advance the importance and consequences of strategic alliances with global OTT service that

also could be considered as a competitor in the local market.

However, this study is hard to free from some limitations. First of all, the participants
of the survey are all U+tv, so it could have some limitations to generalize the results.
Subsequently, it is expected that it will be possible to identify differences in perceptions of
integrated services between groups of users through subsequent studies. The study also has
limitations in that it is not an actual experience with Disney Plus but rather data collected based
on the expectations held by survey participants. Therefore, if Disney Plus launch in South
Korea in the future and starts a partnership with local IPTV service operators, it will be

necessary to learn more about the actual users’ experiences related to it.
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