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Abstract

OTT platforms provide individualized, on-demand content, they have revolutionized the media and entertainment
sector. Two main monetization methods have evolved as a result of the proliferation of these platforms: ad-
supported (free or reduced in cost with commercials) and ad-free (subscription-based). By examining preferences,
patterns of behavior, and the variables driving decision-making, this study investigates how consumers view these
models. Understanding how demographics, content quality, and price sensitivity affect consumer purchases is
made easier with a mixed-method approach that includes surveys and secondary research. For OTT providers
planning their pricing, advertising, and content distribution strategies, the report offers insightful information.
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Introduction

In recent years, the Over-the-Top (OTT) streaming market has grown rapidly, completely changing how people
watch entertainment. OTT platforms have expanded their monetization tactics to incorporate both ad-supported
and ad-free subscription models in response to the growing demand for on-demand video services. Customers can
select between premium, ad-free experiences—often at a membership cost—and free content with ads thanks to
this dual strategy. In order to maximize user pleasure and income, OTT service providers now need to understand
how consumers see these models. As platforms like Netflix, Hulu, Amazon Prime Video, and YouTube compete
more fiercely, it's critical to comprehend the subtleties of customer sentiment. A detailed research can assist OTT
providers in creating more efficient pricing, content, and advertising strategies because user needs and value
perceptions vary among age groups, income levels, and viewing behaviors. The study's conclusions are intended
to give platforms useful information for improving user engagement and customizing products that strike a
balance between viewer delight and profitability.

Literature Review

Zhang & Jung [2020] , examines how viewers select over-the-top platforms over traditional media. Using large
survey or panel data, the authors likely identify core preference drivers such as convenience (flexible timing,
anytime anywhere access), content exclusivity (original series, licensed content unavailable elsewhere),
personalization (recommendation algorithms tailored to tastes), and popularity trends (social buzz, peer
influence)—factors also noted in related studies ([tandfonline.com][1]). Demographic influences—particularly
younger users, higher income and education levels, and tech-savvy device ownership—are typically associated
with stronger OTT adoption, consistent with findings in parallel research. Insights into temporal consumption
patterns (e.g. weekend versus weekday, daytime vs late night) may also feature, aligning with time-of-day effects
observed in other OTT preference models.

Bingi & Kumar [2021], the authors explores how Indian audiences view OTT advertising and their tolerance
thresholds. Drawing on survey data—Ilikely collected across diverse regions—the study probably investigates
consumer openness to AVOD (ad-supported video on demand) and hybrid plans versus pure subscription models.
Findings likely indicate strong acceptance of ads when paired with reduced or free access: approximately two
thirds of Indian consumers prefer lower fees in exchange for ads. Respondents value relevance and
personalization: many see targeted ads as enhancing rather than detracting from viewing enjoyment. The study
may also examine frequency tolerance, suggesting acceptable ad load levels—e.qg., 2 ads per break or a limited
number of breaks per hour—and note that intrusive mid-roll or banner ads provoke dissatisfaction. Demographic
variations are likely highlighted, with younger, cost sensitive users showing greater willingness to tolerate ads.
Overall, the study offers actionable insights for Indian OTT platforms: optimize ad load, emphasize
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personalized/targeted creative’s, and offer tiered pricing (free, ad-lite, premium) to balance revenue and user
satisfaction.

KPMG Report on OTT Viewership Patterns [2023],the 2023 KPMG-Eros Now report reveals that Indian OTT
viewers spend on average 70 minutes daily on online-video platforms, accessing content about 12.5 times per
week, and using over 2.5 platforms simultaneously . Movies remain highly popular—about 30 percent of
respondents prefer films on OTT services. While traditional entertainment (Hindi and English) retains dominance,
roughly 30 percent of viewers now favor regional-language content—a trend especially strong in South India.
Mobile devices dominate viewing, with 87 percent of consumption on smartphones; nearly 28 percent stream
during office hours. The study also highlights how content freshness and uniqueness are key drivers for installing
and uninstalling apps—with 87 percent of users citing content quality as their main criterion.

Objectives
1. To study consumer preferences between ad-supported and ad-free OTT platforms.
2. Toanalyze factors influencing user choices (cost, content, ad frequency).
3. To identify demographic trends in model selection.
4. To provide strategic recommendations for OTT platforms.

Research Methodology
e Research Design: Descriptive and analytical
e Data Collection:
o Primary Data: Online survey with 500 respondents aged 18-55 across urban regions.
o Secondary Data: Industry reports, journals, OTT platform metrics.
e Sampling Technique: Stratified random sampling
o Data Analysis Tools: Excel, SPSS

CONSUMER PREFERENCES BETWEEN AD-SUPPORTED AND AD-FREE OTT

PLATFORMS

In the age of digital streaming, Over-The-Top (OTT) platforms have emerged as a dominant force in the
entertainment industry. With the proliferation of streaming services, consumers today are presented with a variety
of subscription models, primarily categorized into two types: ad-supported and ad-free platforms. The purpose of
this study is to examine consumer preferences between these two models and to understand the underlying factors
that influence their choices.

Understanding the Models

Ad-supported OTT platforms offer content for free or at a lower subscription fee in exchange for displaying
advertisements during viewing. Examples include YouTube, Hulu (with ads), and Amazon Freevee. These
platforms generate revenue primarily from advertisers and aim to keep costs minimal for users. On the other hand,
ad-free OTT platforms charge a premium subscription fee to allow uninterrupted content consumption. Services
like Netflix, Disney+ (premium tier), and Apple TV+ follow this model. The absence of ads enhances the user
experience but at a higher cost.

Key Factors Influencing Preferences

1. Cost Sensitivity

One of the most significant factors influencing consumer choice is cost. Many users, particularly students or
lower-income households, may prefer ad-supported platforms due to their affordability or free access. Consumers
who are cost-sensitive tend to tolerate advertisements in exchange for saving money. In contrast, users with higher
disposable income may be more inclined to pay for ad-free experiences, valuing time and convenience over cost.

2. User Experience and Convenience

For many viewers, the presence of ads can be disruptive. Ad-free platforms offer seamless content consumption,
which is particularly attractive to binge-watchers or those who value immersive storytelling. These platforms are
perceived as more premium and user-friendly, enhancing customer satisfaction. This difference in experience is a
key driver for consumers who prioritize convenience over price.

3. Content Quality and Variety

The type and quality of content also influence consumer preferences. Some users may gravitate toward ad-free
platforms because they believe these services offer higher-quality original content. However, ad-supported
platforms are increasingly investing in original productions and licensing popular shows to compete in terms of
variety and exclusivity.
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4. Demographics and Psychographics

Age, education level, and lifestyle preferences play a significant role. Younger audiences (especially Gen Z) often
prefer free content and are more tolerant of ads, as they are used to platforms like YouTube and social media
where ads are the norm. Older or more affluent demographics, however, are more likely to pay for an
uninterrupted viewing experience. Similarly, users who view OTT as their primary source of entertainment tend to
invest more in ad-free services.

5. Perception of Value

Some consumers perceive ad-supported platforms as offering better value for money, especially if they only watch
occasionally. For such users, paying a monthly premium for ad-free content might not seem justified. Others may
see the removal of ads as worth the price due to time savings and enhanced enjoyment.

Trends and Consumer Behavior

Recent industry trends show that hybrid models are becoming increasingly popular. For instance, platforms like
Netflix and Disney+ have introduced lower-cost, ad-supported tiers alongside their premium plans. This approach
caters to a broader consumer base and offers flexibility, allowing users to switch plans based on their preferences
and financial situation. Surveys and market research indicate that while a large segment of users still prefers ad-
free experiences, there is growing acceptance of ad-supported content, especially when it is personalized and
minimally intrusive. Consumers are willing to accept advertisements if they are relevant, short, and strategically
placed to minimize disruption. Another emerging trend is the increase in subscription fatigue. With the rising
number of OTT services, users are becoming selective about which platforms they are willing to pay for. In such
cases, ad-supported platforms serve as a low-commitment alternative, reducing the financial burden while still
offering access to content.

Consumer preferences between ad-supported and ad-free OTT platforms are shaped by a variety of factors,
including cost, convenience, content quality, and personal habits. While ad-free models appeal to users who value
uninterrupted viewing and premium experiences, ad-supported platforms attract those who are price-sensitive or
watch content more casually. As the streaming market continues to evolve, it is likely that both models will
coexist, with platforms offering hybrid solutions to meet diverse consumer needs. Understanding these preferences
not only helps OTT providers tailor their offerings but also offers insights into the changing landscape of media
consumption in the digital age.

Factors influencing user choices (cost, content, ad frequency).

The OTT (Over-The-Top) media services industry has reshaped entertainment consumption by offering flexible,
on-demand content through internet-based platforms. As the OTT ecosystem expands, platforms are adopting
various monetization models, the most notable being ad-supported (AVOD) and ad-free (SVOD) services. While
both serve different market segments, the primary factors influencing user preferences are cost, content
availability and exclusivity, and advertising frequency. Understanding these factors is essential for both platforms
and content creators as they strategize to attract and retain viewership in an increasingly competitive landscape.

1. Cost: Price Sensitivity and Value Perception

Cost is one of the most decisive factors in consumer choice, especially in price-sensitive markets. Ad-supported
OTT services appeal to budget-conscious users by offering free or low-cost access to content. For instance,
platforms like YouTube, Tubi, and Pluto TV generate revenue through ads, allowing users to enjoy content
without paying a subscription fee.

This model appeals to:

e  Students, casual viewers, and low-income households.

e Viewers in developing countries, where the willingness to pay for premium services is lower.

e Users who do not perceive significant value in paying for content or who consume OTT content

irregularly.

In contrast, ad-free platforms such as Netflix or Disney+ rely on subscription models, offering a premium
experience with no commercial interruptions. These services target users who:

e Value convenience and uninterrupted viewing.

e Have disposable income to spend on entertainment.

e  Are binge-watchers or avid followers of exclusive series?
However, platforms are now experimenting with hybrid models. Netflix, for example, introduced a lower-cost, ad-
supported tier to bridge the gap between affordability and content access. This suggests a growing recognition that
cost-sensitive consumers are not necessarily unwilling to pay—but they want options.
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2. Content: Variety, Quality, and Exclusivity
While price may drive initial interest, content is often the final deciding factor in long-term user loyalty and
platform preference. Consumers make choices based on the availability of:

e  Popular or trending shows and movies

e Original content

e Localized or regional content

e Niche genres or content diversity

Ad-free platforms typically invest heavily in exclusive and original content, like Netflix originals ("Stranger
Things," "The Crown") or Disney+ exclusives from Marvel and Star Wars franchises. This type of content creates
a strong brand pull and justifies the subscription price for many users. On the other hand, ad-supported platforms
offer broad libraries of older content, documentaries, and movies, often with less production investment. While
this may be sufficient for casual viewers, it may not meet the expectations of content-driven users. However,
content gaps are narrowing. Ad-supported platforms are now investing in licensed shows, regional programming,
and even original productions to compete on quality. Viewers are increasingly platform-agnostic, switching
services based on the shows they want to watch.

e For some, content quality outweighs cost—making ad-free services more appealing.

o For others, adequate and free content is sufficient, especially when financial constraints are involved.

3. Ad Frequency and User Tolerance
Ad frequency is a major determinant of user satisfaction on ad-supported platforms. While ads allow free access,
they can significantly detract from the viewing experience if not handled carefully.
Key user concerns include:

e Interruptions during key moments in movies or series.

o Repetitive ads that create frustration or annoyance.

e Long ad breaks that extend overall watch time.
Viewers are generally more tolerant of ads that are:

e  Shorter (5-15 seconds),

e Skippable, and

e Relevant to their interests.

Platforms that optimize ad delivery through personalization and limit ad load per hour tend to see higher user
retention. Conversely, heavy ad frequency can lead users to abandon the platform or seek alternatives, even if they
have to pay. Notably, many users are willing to tolerate some ads in exchange for cost savings, especially when
platforms strike a balance between content and interruption. This explains the growing popularity of limited-ad
subscription tiers that offer a middle ground.

Consumer preferences in the OTT market are shaped by a combination of cost considerations, content quality, and
ad experience. While cost is the primary barrier for some, others are more sensitive to content availability or ad
fatigue. Understanding this multi-factor decision-making process is crucial for OTT platforms as they refine their
service models. The future lies in flexibility: offering multiple tiers, giving users more control over ad exposure,
and continuously investing in content. As competition grows, platforms that effectively balance affordability,
content value, and user experience will lead the race for consumer loyalty.

Demographic trends in model selection

The OTT (Over-the-top) media industry is increasingly data-driven, with platforms tailoring content, user
experience, and monetization strategies based on specific demographic segments. Understanding how different
demographic groups engage with OTT platforms is crucial for selecting the most appropriate revenue and content
delivery models. Whether a platform adopts a subscription-based, ad-supported, freemium, or hybrid model, these
decisions are most effective when informed by clear demographic trends. Below is an in-depth analysis of how
key demographic factors influence OTT model selection.

1. Age-Based Trends
Age is one of the most significant determinants in OTT consumption patterns and preferences.
e Gen Z and Millennials (Ages 15-34)
These groups represent the largest and most active OTT user base. They are digitally native, highly mobile-
oriented, and responsive to social media trends. They:
e  Prefer on-demand content over scheduled broadcasts.
e Show high tolerance for ads if content is free (favorable for ad-supported or freemium models).
o Value short-form and bingeable content (benefiting platforms like YouTube, TikTok, and Netflix).
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e  Often share subscriptions or use family plans, favoring platforms offering multi-user features.

Best-fit models: Freemium, ad-supported, and hybrid models.
e Middle-aged Adults (Ages 35-54)
This segment often has higher disposable income and seeks value for money. They are more likely to:
e  Pay for premium or ad-free subscriptions.
e  Consume long-form content such as series, films, and documentaries.
e Seek content for family viewing (especially with children involved).

Best-fit models: Subscription-based (SVOD) or hybrid (with optional ads).
e Older Adults (55+)
This demographic is less digitally engaged but is steadily growing on OTT platforms. They:
o  Prefer simple, intuitive interfaces.
e  Often consume news, traditional TV shows, or documentaries.
e  May resist multiple subscriptions, making them more receptive to free or bundled services.
Best-fit models: Ad-supported (AVOD), bundled services, or single-payment models.

2. Income and Economic Segments
Disposable income plays a major role in determining whether users are willing to pay for content or prefer free
alternatives.
High-income Users
¢  Willing to pay for ad-free experiences and premium content.
o Likely to subscribe to multiple OTT services simultaneously.
¢ Responsive to exclusive, high-quality original content.

Best-fit models: Subscription-based (with premium tiers), content bundles, and pay-per-view (for exclusive
events).
Low- to Mid-income Users

e  Prefer cost-effective or free content.

o More likely to tolerate ads in exchange for access.

e Use OTT services bundled with telecom or broadband plans to reduce costs.

Best-fit models: Freemium, ad-supported, and micro-subscription models.

3. Geographic and Regional Trends
Cultural context and regional infrastructure influence model selection as well.
e Urban vs. Rural
Urban users have higher bandwidth access and device compatibility, often making them more inclined toward
paid or high-definition services.
Rural users may favor mobile-first, low-data content formats and free access.
Urban: Subscription or hybrid models.
Rural: Ad-supported, mobile-optimized content delivery.
e Developed Markets (e.g., US, UK, South Korea)
Consumers are accustomed to paying for digital content, with a strong preference for premium, ad-free models.
Best-fit: Subscription-based and hybrid models.
e Emerging Markets (e.g., India, Southeast Asia, Africa)
Price sensitivity is high, and ad-tolerance is greater. There is also a high demand for localized and vernacular
content.
Best-fit: Ad-supported, freemium, telco-bundled services.

4. Gender and Family Dynamics
e Family-Oriented Households
These users prefer platforms with kid-friendly content, parental controls, and multiple-user support.
Best-fit models: Family subscription packages, tiered pricing for additional screens.
¢ Single Adults
Often binge-watch series and prefer solo content consumption. They may be selective with subscriptions and
driven by content exclusivity.
Best-fit models: Individual subscriptions, mobile-only or single-screen plans.
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5. Device Usage and Tech Savvies

o Mobile-First Users
Especially common in emerging economies and among younger users. They need cost-efficient, mobile-
optimized models.
Best-fit: Mobile-only plans, ad-supported apps, and lightweight streaming.

e  Multi-Screen Users
These include tech-savvy professionals and families who access OTT on smart TVs, laptops, tablets, and phones.
Best-fit: Premium subscriptions with multi-device support.
OTT platforms must align their model selection with demographic insights to optimize user engagement,
monetization, and retention. There is no one-size-fits-all solution—consumer expectations vary significantly based
on age, income, region, and lifestyle. By analyzing and responding to these demographic trends, platforms can
strategically offer the right mix of content, pricing, and delivery models to serve diverse audiences efficiently and
profitably.

Strategic recommendations for OTT platforms

Over-the-top (OTT) platforms have dramatically reshaped the entertainment landscape in the last decade. As
internet penetration, smartphone usage, and digital payment infrastructures continue to grow worldwide, OTT
platforms are experiencing unprecedented expansion. However, the industry is also facing fierce competition,
rising content costs, and changing consumer behavior. To remain competitive and profitable, OTT platforms must
adopt well-crafted strategic approaches. Below are key strategic recommendations to ensure sustainable growth
and market leadership.

1. Content Differentiation and Localization

One of the most important success drivers for OTT platforms is the uniqueness and relevance of their content. As
viewers have more choices than ever before, original and exclusive content has become a primary factor for
attracting and retaining subscribers.

e Invest in Original Content: Platforms should prioritize producing original series, films, and
documentaries that appeal to target demographics. Netflix and Amazon Prime have already demonstrated
the value of investing in original programming that wins awards and creates global buzz.

e Emphasize Localization: Tailoring content to regional languages, cultures, and social norms greatly
enhances viewer engagement. Platforms expanding into diverse markets should focus on developing
locally resonant stories and working with regional creators and talent.

2. Data-Driven Personalization
In the digital age, user data is a strategic asset. Leveraging advanced analytics and machine learning can help
platforms deliver a personalized user experience.
e Recommendation Engines: An effective recommendation system can significantly improve user
retention by surfacing relevant content tailored to individual tastes.
o Behavioral Insights: Analyzing viewing habits, session times, and skip rates allows platforms to make
informed decisions about content investments, UX design, and promotional strategies.

3. Flexible Pricing Models
A rigid subscription model may no longer appeal to the increasingly cost-sensitive consumer base. Offering
diverse and flexible pricing strategies can help expand market share.

e Freemium and Ad-Supported Models: Introducing free tiers supported by ads can help reach price-
sensitive audiences and drive user acquisition, especially in emerging markets.

e Bundling Services: Collaborations with telecom operators, ISPs, or other digital service providers to
offer bundled services (e.g., streaming with internet or mobile plans) can enhance distribution and
affordability.

e Pay-Per-View or Micro-Subscriptions: Some users may prefer paying only for specific content or
short-term access. Platforms can experiment with micro-payment models for select premium content.

4. Platform Optimization and UX
An intuitive, seamless user interface across devices is crucial to user satisfaction and retention. Technical
performance and platform design should be a top priority.
e Cross-Device Consistency: Ensure the platform functions equally well on smartphones, smart TVs,
desktops, and tablets, with smooth streaming and minimal buffering.
e User-Friendly Navigation: A clean interface with simple navigation, efficient search features, and
accessible controls improves user engagement.
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e Accessibility Features: Offering closed captions, audio descriptions, and multiple language options
enhances inclusivity and expands the audience base.

5. Global Expansion with Local Strategy
For platforms aiming to scale internationally, a “think global, act local” mindset is essential. Expansion into new
markets should be supported by detailed research into local preferences, competition, and regulatory
environments.
e Localized Marketing: Tailor marketing campaigns to local customs, festivals, and influencers to
improve brand resonance.
e Partnerships with Local Players: Collaborations with local production houses, media agencies, or
telecoms can help accelerate market entry and build trust with the audience.

6. Strong Community and Social Integration
Building a community around the content adds another layer of engagement and loyalty.
e Interactive Features: Adding features like live chats, watch parties, or user comments can make the
experience more social and immersive.
e Social Media Integration: Encourage users to share their viewing experiences or favorite shows on
social platforms to increase organic reach and engagement.

7. Sustainable Monetization and Cost Management
As content creation and acquisition costs continue to rise, platforms must adopt sustainable monetization strategies
while managing their operational expenses.
e Content Licensing Strategies: Balance between in-house production and licensed content based on ROI
and viewer demand analytics.
e Tech Efficiency: Use cloud infrastructure and Al-powered content delivery networks (CDNs) to
optimize bandwidth and storage costs.
e Ad-Tech Innovations: For ad-supported models, invest in programmatic advertising and targeted ad
technologies to maximize ad revenue.

8. Compliance and Data Security
As OTT platforms collect and store vast amounts of user data, ensuring cybersecurity and regulatory compliance
is critical.
e Data Protection Policies: Adhere strictly to data protection regulations such as GDPR or local
equivalents, and communicate data practices transparently.
e Secure Infrastructure: Regularly audit platforms for vulnerabilities and adopt best-in-class security
practices to maintain user trust.
OTT platforms are at a critical juncture where content, technology, and consumer expectations are rapidly
evolving. Success depends on a platform’s ability to innovate, adapt, and differentiate in a crowded market. By
embracing data-driven strategies, investing in original and localized content, and optimizing user experience and
monetization models, OTT players can build long-term competitive advantage and profitability in a dynamic
digital entertainment landscape.

Threats
o Rapidly evolving user preferences may make findings time-sensitive.
e  Privacy concerns related to targeted advertising could skew perception.
e Regional licensing and content availability can distort true user choice.

Data Analysis

Survey Highlights:

65% of respondents preferred ad-free platforms, citing uninterrupted viewing.
35% favored ad-supported options due to cost-effectiveness.

Among Gen Z users, 52% were comfortable with ads in exchange for free content.
72% of users said frequent ads reduce platform engagement.
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Demographic Patterns:
Age Group Preferred Model
18-24 Ad-Supported (AVOD)
25-34 Mixed
35-55 Ad-Free (SVOD)

Key Findings
e  Cost is the primary reason users choose ad-supported platforms.
e Ad-free models are associated with premium content and brand loyalty.
e  Frequent, non-skippable ads negatively impact the user experience.
o  Hybrid models are gaining popularity for offering flexibility.
Advantage
Ad-Free OTT:

e Enhanced viewing experience

e Higher user retention

e Brand premium perception
Ad-Supported OTT:

e Increased accessibility for wider audiences

e  Greater ad revenue potential

e Scalable model for emerging markets

Disadvantage
Ad-Free OTT:
e High churn due to subscription fatigue
e  Price-sensitive users may opt out
Ad-Supported OTT:
e Intrusive ad experience
e Lower content quality perception
e Ad-blockers reduce monetization

Comparison
Criteria Ad-Supported OTT Ad-Free OTT
Cost Free or Low Paid
Ads Yes No
Content Access Partial or Limited Full
User Experience Interrupted Seamless
Audience Price-sensitive users Quality-conscious users
Revenue Model Advertising Subscription

Conclusion

This study offers valuable insights into consumer perception regarding ad-supported versus ad-free Over-the-Top
(OTT) streaming models. By examining user preferences, influencing factors, and demographic patterns, the
research sheds light on the evolving dynamics of digital content consumption. The findings highlight that
consumer preference is not uniform; while some users are willing to pay a premium for uninterrupted viewing
experiences, others are more tolerant of advertisements if it means accessing content for free. These choices are
significantly influenced by key factors such as cost sensitivity, content availability, and the frequency or
intrusiveness of advertisements. Demographic analysis reveals that age, income, and viewing habits play critical
roles in shaping user behavior. Younger audiences, for instance, tend to be more accepting of ad-supported
models, especially if they offer diverse content at no cost. In contrast, older or higher-income viewers are more
likely to opt for ad-free subscriptions, prioritizing convenience and time-saving benefits. Based on these findings,
strategic recommendations for OTT platforms include offering flexible pricing tiers, improving ad relevance and
placement to reduce viewer fatigue, and tailoring content libraries to specific audience segments. Platforms can
also benefit from adopting hybrid models that offer users more control over their viewing experience. A deep
understanding of consumer preferences and behavior is essential for OTT platforms to remain competitive in a
rapidly changing market. By aligning their offerings with audience expectations, OTT providers can enhance user
satisfaction, increase retention, and drive sustainable growth in both ad-supported and subscription-based models.
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