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elevision entertainment has been a staple in 
American homes since the 1950s. With the advent 
of cable television, a handful of channels evolved 

into hundreds of options spanning across a myriad of 
genres. For decades, cable and satellite subscriptions 
were essential to receiving breaking news, live 
entertainment, and primetime programming. In recent 
years, however, consumers have been straying away from 
the growing costs and lack of flexibility of traditional paid 
programming and pursuing alternative viewing methods. 

Why Are Consumers Cutting The Cord?

According to Nielsen, approximately 99 million American 
households subscribed to pay-television on a monthly 
basis in the fourth quarter of 2015, representing roughly 
78 percent of all U.S. households. These subscription 
numbers currently sit slightly below all-time highs. 
However, according to a 2015 survey conducted by Pew 
Research, one out of seven adults admitted to “cutting the 
cord” by cancelling pricey cable or satellite subscriptions 
and opting for alternate sources of video entertainment. 
With the average pay-TV bill in the United States hovering 
around $99 per month, consumers may be seeking 
cheaper ways to watch their favorite programs. In the 
second quarter of 2016 alone, major television providers 
lost a net 665,000 subscribers. 

According to The New York Times, television providers 
have failed to attract Millennials, who comprise a major 
demographic of growing importance. The Times asserts 
that while still living with their parents (or others), only 
11 percent of Millennials do not have cable and use 
Internet or broadcast television to watch programming. 
Once Millennials live on their own, twice as many opt to 
watch television programing via the Internet or broadcast 
television, rather than paying for a cable subscription – 20 
percent for those with children in the home and 25 percent 
for those without children in their home. With cheaper, 
higher quality content readily available online, the 
traditional cable packages subscribed to by their parents 
don’t appear to hold the same appeal for Millennials.

In addition to growing monthly fees, subscribers may find 
cable and satellite packages overwhelming. The average 
pay-television consumer has access to approximately 200 
channels, but only watches about 17 of them. The desire 
for customization and lower fees has paved the way for a 
new industry of online streaming services.

What Are The Alternatives?

Popular video streaming services – such as Netflix, Hulu, 
and Amazon Prime – offer consumers the advantage of 
watching familiar and original television programs not 
bound by network timeslots or excessive commercials. As 
a result of the creation of critically acclaimed, original 
series such as House of Cards and Stranger Things, 
primetime programming may be losing its appeal among 
younger viewers. In addition to much greater freedom of 
choice, the cost of using these services is far cheaper than 
an average cable or satellite package.

Subscriptions with Netflix and Hulu each start at $7.99 per 
month and offer thousands of movies, documentaries, and 
television shows to choose from. Amazon Prime, a deluxe 
membership with online retailer Amazon.com, offers the 
same benefits plus other advantages (such as free two-day 
shipping on many items, as well as the Amazon Music 
service and unlimited Prime Reading) for $99 per year. 

Netflix boasts approximately 77 million subscribers 
around the globe, with about 47 million of those viewers 
living in the United States. Hulu has just over 12 million 
U.S. subscribers, and 43 million Americans enjoy Amazon 
Prime’s instant video service. These services can be 
accessed through any Internet-enabled device, including 
computers, tablets, mobile phones, video game consoles, 
and smart televisions. 

Additionally, as the popularity of on-demand video 
has grown, a new market of streaming hardware has 
developed. Apple TV, Roku, Amazon Fire, and Google 
Chromecast are all devices that can enable a variety 
of different streaming services through an Internet 
connection and at a relatively low, one-time cost to 
consumers. 
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The Attraction Of Cable Television

A drawback of digital streaming, however, is the inability 
to view programs immediately as they air on network 
television. On Netflix, for example, entire seasons of 
programs are typically released in bulk a few months after 
they air on TV. Hulu employs a similar strategy, but more 
programs are sometimes available sooner than they are 
on Netflix. For example, Comedy Central has an exclusive 
deal with Hulu to show its popular animated comedy 
series South Park. Cable and satellite subscriptions 
still offer the opportunity to view programs in real time 
without a months-long wait. Additionally, television 
shows available through one streaming service are often 
excluded from others.

Moreover, while some consumers seek customization 
of their television stations, others take advantage of the 
ability to channel surf. This allows viewers to switch 
programs easily without having to revert back to a menu 
and “start from the beginning,” as is the case when 
streaming. 

An additional downside of digital video streaming is its 
lack of live news and sporting event coverage. Popular 
services such as Netflix, Hulu, and Amazon Prime do not 
offer the option to watch sports or breaking news at all, let 
alone in real time. 

Moreover, for consumers in more remote areas without 
reliable Internet access, dropping their cable or satellite 
TV subscriptions in favor of an Internet-dependent service 
may not be a viable option.

How Are Networks Adapting?

In order to better compete against the advantages of 
Internet streaming over traditional cable and satellite 
packages, networks have begun striking deals with outside 
services to retain viewership. Internet-delivered network 
television is attracting an increasingly large audience, with 
major players including HBO and Showtime.

HBO and Showtime, premium networks dependent on 
pay-TV subscriptions, could lose out as consumers cut the 
cord. As a result of this impending threat, they now enable 
Internet log-ins for live or on-demand streaming of their 
content, without the need for a cable subscription. HBO 
Now – HBO’s premium on-demand streaming application 

– costs $15 per month and had over 800,000 subscribers as 
of April 2016. 

Following the trend of successful network streaming, 
basic stations such as CBS, NBC, and ABC also have begun 
giving consumers the option of next-day viewing without 
creating an account. To avoid a decline in ratings from 
cord cutting, other major networks have partnered with 
outlets like Sling TV. Other major cable networks such as 
FX and ESPN are offering websites where content can be 

viewed immediately after it airs, with some older seasons 
available as well. Similar apps exist for the alternative 
streaming hardware such as Amazon Fire TV.

Sling TV is a platform owned by Dish Network and offers 
a highly customizable selection of live television, available 
without a cable subscription. Using an Internet-enabled 
device, Sling TV grants access to a limited selection of live 
programming. A monthly fee of $20 allows the viewing 
of 16 channels, including ESPN, TNT, TBS, CNN, Disney 
Channel, and Food Network. According to Statista, the 
platform had 600,000 subscribers as of February 2016. 

Defying Industry Trends 

During the final three-month period of 2015 when the 
entire pay-TV industry saw subscription losses, Comcast – 
the world’s largest cable provider – posted its best quarter 
in nine years. 

While the rest of the industry lost 665,000 subscribers 
in the second quarter of 2016, Comcast added 53,000 
subscribers and saw cable revenue growth of 6.7 percent 
to $12.2 billion, according to The Wall Street Journal. 
Market Realist reported that amid an industry-wide 
loss in subscriptions, Comcast added 90,000 new video 
subscribers from April 2015 to April 2016. Although these 
numbers are unique compared to industry trends, a case 
can be made against their value as a predictor of the pay-
TV market. 

Major telecommunications providers such as Comcast use 
a business model known as bundling. Bundling involves 
combining two or three services together – typically cable, 
phone, and Internet – in one packaged deal for consumers. 
Because of the way the companies structure these 
packages, subscribing to all three services is sometimes 
cheaper than signing up for just one or two. Consumers 
who subscribe to Comcast’s high-speed Internet service 
may have no interest in cable or phone service; however, 
if purchased as a bundle, they may actually save money, 
whether they use those additional or undesired services or 
not. Comcast’s cable subscriptions may be on the rise, but 
consumers purchasing bundled services may be inflating 
those numbers.

Furthermore, some of Comcast’s recent success can likely 
be attributed to the implementation of its X1 set-top box, 
which replaces traditional cable boxes and serves as the 
company’s video on-demand service. The platform offers 
subscribers customization and Internet browsing through 
certain applications while allowing them to search across 
live television, on-demand programs, and DVR recordings. 
The rollout of the X1 was bolstered by a partnership with 
NBC to broadcast the 2016 Olympics in Rio de Janeiro, as 
the platform was used by 40 percent of Comcast’s video 
customers at that time. The company plans to grow X1 
users by another 10 percent before the end of the year.
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Due to Comcast’s large market share in the industry as 
well as cable companies’ control over how cable content 
is delivered to their customers, similar and arguably more 
innovative or desirable set-top boxes developed by (cable 
and non-cable) rivals have not been as successful. However, 
the FCC’s proposed set-top box rule may end Comcast’s 
domination over set-top box selection. While Comcast 
currently has a stranglehold on the technology, it has 
potentially laid the framework for cable packages that 
include live streaming, offering consumers the best of both 
worlds.

Cable Isn’t Going Anywhere… Yet

The number of cord cutters has remained relatively steady 
over the past few years, and won’t yet be cause for panic 
among cable providers. Subscription losses in 2015, 
which numbered in the hundreds of thousands, still only 
represented 0.6 percent of all households. That number is 
predicted to reach 0.8 percent by the end of 2016. Perhaps 
in response to the recent lower numbers across the pay-
TV industry, providers and networks alike are responding 
to the call for more consumer choice in the form of on-
demand streaming.

Continued adaptation will be the key for television 
providers and cable networks, moving forward. Consumers 
are seeking more freedom, and corporations and networks 
will have to be willing to come up with solutions that attract 
and retain subscribers. A hybrid of services, as seen with 
Dish Network’s Sling TV “skinny bundle” and Comcast’s 
Internet-enabled set-top box, may be enough to bring 
customers back to cable and satellite television. 

While streaming services such as Netflix, Hulu, and 
Amazon Prime may pose a temporary threat to major 
pay-TV providers, the vast majority of streamers still pay 
for traditional cable. The pay-television industry remains 
strong for now, but in order to keep consumers satisfied 
with their pricey subscriptions, a combination of cable and 
satellite services with digital streaming may be inevitable. ◀


