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Abstract 

The rapid development of Over-the-Top (OTT) services has changed the general media picture of the entire world, becoming 

more competitive and compelling companies to invent the idea of the sustainable revenue optimization. The present paper 

will provide a comparative discussion of management of subscription-based (SVOD), advertisement-supported (AVOD), and 

hybrid monetization strategies to determine the success and sustainability of these practices in financial terms. Such crucial 

pointers as: the Average Revenue per User (ARPU), Customer Acquisition Cost (CAC), profit margin, costrevenue ratio and 

content investment intensity will be analyzed by the research in regards to the secondary financial data and comparative 

analytical method. The results indicate that subscription-based platforms attain superior ARPU but incur high content and 

acquisition expenses, whereas advertisement-based business models base monetization on the scale and command less 

income per user. Hybrid platforms exhibit equal revenue diversification, consistent profitability, and enhanced financial 

strength. The research concludes that the key factors of sustainable development of the competitive OTT environment are 

strategic revenue diversification, cost control, and the use of data to determine the price. 

Keywords: OTT platform, Revenue optimization, SVOD, AVOD, Hybrid monetization, ARPU, Customer acquisition cost, 

Financial sustainability, Digital business models. 

1. Introduction 
The swift growth of the Over-the-Top (OTT) services has overtaken the entire media and entertainment sector worldwide by 

reforming the way content is created, distributed, and consumed. On-demand, personalized, and subscription-derived content 

delivered over the internet using internet-enabled devices has shattered the traditional broadcasting model by digital 

streaming services. The ubiquity of smartphones, low-cost high-speed internet, and the change in consumer preference 

towards flexible viewing have increased the pace of OTT ecosystem expansion across the globe. The most popular platforms, 

like Netflix, Amazon Prime Video, and Disney+ Hotstar, are based on various monetization models, which are Subscription 

Video on Demand (SVOD), Advertisement Video on Demand (AVOD), and combinations of them. The strategic business 

model innovation and profitability maximization have become central factors of long-term sustainability and profitability, as 

the competition at the market becomes more severe. The OTT companies will have to be strategic in terms of content 

investment, pricing processes, customer acquisition expenses, and advertisement revenues to maximize financial returns. The 

data-driven personalization, dynamic pricing, bundling options, and targeted advertising are now included in revenue 

optimization instead of subscriber growth. Therefore, a comparative study of management of the OTT business models can 

be very helpful regarding how platforms can achieve revenue efficiency, scalability of operations, and long-term competitive 

advantage in a highly dynamic digital economy. 

2.1 Research Objectives 

To compare and contrast strategic business models used by the biggest OTT platforms. 

• To assess the revenue optimization strategies and their effect on profitability and sustainability. 

• To evaluate the important financial and operational performance targets in various monetization models. 

2.2 Research Questions 

• What effect do the various OTT business models have on the generation of revenue and profitability? 

• What are the revenue optimization strategies that have the greatest contribution to financial sustainability? 

• How do the subscription-based, advertisement-based, and hybrid OTT performances differ? 

3. Literature Review 

3.1 OTT Models of monetization (SVOD, AVOD, Hybrid) 

The current state of OTT platforms literature distinguishes three OTT models of monetization, including Subscription Video 

on Demand (SVOD), Advertisement Video on Demand (AVOD), and hybrid construction. Netflix and other SVODs earn 

money by subscription fees that are recurring, emphasizing the concept of exclusive content, generating original content, and 

tiers to optimize consumer retention and lifetime value. AVOD products, such as YouTube, also rely heavily on the advertising 

income and use user data metrics to promote targeted advertising and enhance the performance of the advertisers. To minimize 

financial risks and diversify the sources of revenue, hybrid models are introduced, such as Disney+ Hotstar that combines 

subscription rates and advertisements. Available literature recommends that hybrid strategies provide more adaptability in 

reacting to the competition in the market and consumer sensitivity to price. 

3.2 Theories of Revenue Optimization. 

The optimization of revenue in OTT platforms is based on platform economics, revenue management theory, and the use of 

price discrimination. Platform theory focuses on network effects, in which an increasing number of users increases the value 

of the platform in general and brings in advertisers. The concept of price discrimination is consistent with the dynamic pricing 

models and tiered subscriptions, where firms can extract various willingness-to-pay groups. Moreover, the customer lifetime 

value (CLV) models, churn predictive analytics, and cost-revenue efficiency frameworks are being used extensively to exploit 

the profitability to the maximum and enhance financial sustainability in subscription-based settings. 
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3.3 Research Gap 

Despite the significant research on the subject of digital business models and streaming development patterns, there are only 

a small number of empirical studies employing a comparative management perspective of OTT monetization frameworks 

through combined financial performance measures. The business model structure has little substantiation with quantifiable 

measures of revenue efficiency like ARPU, CAC, cost-to-revenue, and content return on investment. In addition, comparative 

studies that examine long-term financial sustainability between systems of SVOD, AVOD, and hybrid systems are under-

researched. 

4. Conceptual Framework 

The theoretical framework of the proposed study also involves the elements of strategic business model and the findings of 

the revenue optimization to research into financial sustainability in the context of OTTs. The given model presents the effects 

of monetization structure (SVOD, AVOD, Hybrid), pricing approach, content investment, cost of customer acquisition (CAC) 

and technological resources on the efficiency of revenues and profitability. As Figure 1: Strategic Revenue Optimization 

Framework indicates, business model strategy is introduced as the independent construct, and operational efficiency, ARPU 

growth, churn control, and return on content investment are the intervening performance drivers, which lead to long-term 

financial sustainability. 

The model also transforms measurable qualities of Table 1: Variables and Performance Indicators, i.e., ARPU, CAC, 

subscriptions growth rate, advertisements per user yield, cost-revenue ratio and profit margin. These are the variables that 

provide a systematic basis of comparative evaluation between OTT platforms. The framework helps to test the efficacy of 

the revenue optimization by relating the strategic choices with quantifiable financial outcomes and provides a comparative 

system of rival businesses models in the dynamic digital markets. 

Table 1: Variables and Performance Indicators 

Variable Indicator Measurement 

Monetization Model (SVOD/AVOD/Hybrid) Revenue Mix % Share of Subscription & Ad Revenue 

Pricing Strategy Average Subscription Fee ARPU (Revenue per User) 

Customer Acquisition CAC Marketing Cost / New Subscribers 

Content Investment Content Cost Ratio Content Spend / Total Revenue 

Revenue Efficiency ARPU Total Revenue / Active Users 

Cost Efficiency Cost–Revenue Ratio Operating Cost / Total Revenue 

Profitability Net Profit Margin Net Profit (%) 

Customer Retention Churn Rate % Subscribers Lost 

Figure 1: Strategic Revenue Optimization Framework for OTT Platforms 

 
5. Research Methodology 

5.1 Research Design 

The quantitative and comparative research design of the researched study is aimed at the investigation of strategic business 

models and revenue optimization at chosen OTT platforms. Valuation of the financial performance indicators that are found 

in the SVOD, AVOD, and hybrid monetization model is conducted in a cross-sectional manner. 

5.2 Data Collection and Sample Selection 

The study is based on the analysis of secondary data collected according to the annual reports, the financial statements, and 

the database of the largest OTT platforms provided within the industry. This is through purposive sampling method in which 

the representative platforms of the different models of monetization are selected in a manner that a meaningful comparison 

is attained. 

5.3 Variables and Analytical Techniques 

The major ones are ARPU, Customer Acquisition Cost (CAC), investment ratio on the content, churn rate, and net profit 

margin. A relationship between the business model structure and revenue performance is analyzed using ratio analysis, 

comparative analysis, and regression methods. 

6. Comparative Business Model Analysis. 

The comparative business model analysis assesses the chosen OTT platforms according to the structure of monetization, the 

composition of revenues, the intensity of costs, and the competitive orientation. These categories of subscription-dominant, 
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advertisement-supported, and hybrid platforms offer a systematic way of determining the difference in strategies as a 

summary in Table 2: OTT Business Model Comparison Matrix.  

Table 2: OTT Business Model Comparison Matrix 

Platform Type Primary 

Revenue Source 

Pricing 

Strategy 

Content 

Investment Level 

ARPU 

Level 

Cost 

Intensity 

Revenue 

Stability 

Subscription-

Dominant (SVOD) 

Subscription 

Fees 

Tiered / 

Premium 

Pricing 

High (Original & 

Exclusive Content) 

High High Stable 

(Recurring 

Revenue) 

Advertisement-

Supported (AVOD) 

Advertising 

Revenue 

Free Access Moderate Low–

Moderate 

Moderate Fluctuates with 

Ad Market 

Hybrid Model Subscription + 

Advertising 

Flexible / 

Multi-Tier 

High–Moderate Moderate–

High 

Balanced Diversified & 

More Stable 

Platforms dominated by subscriptions are 

majorly reliant on recurring subscription 

revenue and have higher ARPU rates, and 

invest heavily in original and exclusive content, 

leading to stable but expensive businesses. 

Conversely, advertisement-based platforms are 

built around a philosophy of maximizing the 

user base and user engagement, earning 

revenue via target advertising and digital ad 

impressions, thus being more vulnerable to 

changes in the advertising market. Hybrid 

monetization solutions are a mix of 

subscription and advertising revenue generated 

and provide more flexibility in pricing, along 

with diversified sources of revenue, which 

minimize financial fluctuations. The relative 

dominance and the competitive positioning of 

these platforms are also demonstrated in Graph 1: Market Share Distribution of Selected OTT Platforms, where the subscriber 

concentration and market penetration differences are also shown. In subscription-based business models, the high-end market 

segments usually get into the hands of the model, whereas the free access models reach a larger audience through 

advertisement-based strategies. The hybrid platforms exhibit balanced growth since they accommodate price-sensitive and 

premium customers. In general, the comparative results show that the business model organization plays a major role in 

determining the stability of the revenue, the effectiveness of cost management, and financial sustainability in the long term 

of the OTT industry. 

7. Findings and Analytical Results. 

The empirical study investigates a comparative analysis of the revenue structure, cost-effectiveness, and profitability of 

subscription-driven, advertisement-driven, and hybrid OTT monetization solutions in detail. The revenue breakout in Table 

3: Revenue Stream Composition Analysis indicates that that subscription-based media platforms earn about 85 percent of 

total revenue on subscription, and 10 percent on advertising, or conversely, indicating that they are highly dependent on 

recurring revenue streams. Advert-based platforms, in contrast, make almost 85% of their revenue through advertisements 

and less than 10% through subscriptions, which means they rely on digital advertising markets. Hybrid platforms have a more 

diversified format, 65% subscription income and 30% advertisement income, which makes the revenue more stable, and the 

financial risk less exposed. 

Table 3: Revenue Stream Composition Analysis 

Platform Type Subscription Revenue (%) Advertising Revenue (%) Other Revenue (%) 

Subscription-Dominant (SVOD) 85 10 5 

Advertisement-Supported (AVOD) 10 85 5 

Hybrid Model 65 30 5 

Table 4: ARPU, Customer Acquisition Cost (CAC), and Profit Margin indicates that only subscription-dominant platforms 

are the best at generating the highest ARPU of $14 per month, although they also have a relatively high CAC of $45 per user, 

which translates to a profit margin of 18%. With a profit margin of 12, the platforms that use advertisements receive a lower 

ARPU of $6 and a lower CAC of $20, which depicts the efficiency of monetization through scale. Hybrid platforms show 

good performance with an ARPU value of $10, a moderate CAC of 30, and the highest profit margin of 20, indicating that 

hybrid platforms are better aligned in terms of revenue and costs. 

Table 4: ARPU, Customer Acquisition Cost (CAC), and Profit Margin 

Platform Type ARPU ($/Month) CAC ($ per User) Net Profit Margin (%) 

Subscription-Dominant 14 45 18 

Advertisement-Supported 6 20 12 

Hybrid Model 10 30 20 

The patterns of operational expenditure by Table 5: Cost Structure and Content Investment Ratio indicate that subscription-

based platforms use 45 percent of revenue on content investment, which accounts for a cost-revenue ratio of 0.70 that puts 
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financial strain regardless of a good brand position. The advertisement-supported platforms spend 30% on content and have 

a lower cost-revenue ratio of 0.60, and hybrid platforms spend 38% on content and have a balanced ratio of cost-revenue of 

0.65. 

Table 5: Cost Structure and Content Investment Ratio 

Platform Type Content Investment (% of 

Revenue) 

Operating Cost (% of 

Revenue) 

Cost–Revenue 

Ratio 

Subscription-Dominant 45 70 0.70 

Advertisement-

Supported 

30 60 0.60 

Hybrid Model 38 65 0.65 

Trends of revenues as illustrated in Graph 2: Subscription vs Advertisement Revenue Trends indicate that, there is a steady 

increase in subscription and a periodic fluctuation of advertising revenue. Further, Graph 3: Revenue Growth Rate and 

Profitability Comparison demonstrates that, unlike monetization models based on single-source, hybrid platforms are better 

predicted in terms of revenue growth and uniform profitability. Overall, the findings demonstrate the high significance of 

diversified sources of revenue, optimized ARPU, controlled acquisition costs, and calculated content investment as the most 

significant variables of financial sustainability in the competitive landscape of the OTT ecosystem in the long run. 

                         Graph 2                                                                                 Graph 3 

 

8. Discussion and Managerial Impact. 

The conclusions of this paper make it clear that the model of monetization selected is a determining factor when it comes to 

determining the stability of revenues, cost-effectiveness, and long-term competitiveness in the OTT market. Subscription-

dominant platforms are shown to deliver good ARPU business and a reliable recurring revenue base, but their sustainability 

faces the threat of increasing costs of content production and acquisition, which puts a strain on profit margins. The use of 

advertisement-driven platforms is scaled and has greater user penetration, but is vulnerable to changes in digital advertising 

marketplaces and economic cycles. The hybrid monetization models prove to be relatively more resilient as they have a 

variety of income streams and less reliance on one source of revenue, and thus they stabilize the financial performance. 

Managerially, OTT companies should concentrate on strategies of diversifying revenues, minimizing costs, and retaining 

customers instead of concentrating on subscriber growth. ARPU can be improved with the help of dynamic pricing models, 

tiered subscription plans and bundled products as well as data-based personalization to decrease churn rates. More so, 

dedicated content investment under the parameters of quantifiable ROI indications should be put in place to avoid high cost 

liens. A well-developed association of analytics with selective advertising and user acquisition enhances effectiveness in 

monetization and viability in competitive digital marketplaces. 

9. Conclusion and Future Scope 

This paper will offer a comparative management reflection of OTT business models and the implications of the same to 

revenue maximisation and financial sustainability. The findings validate the hypothesis that the monetization structure 

significantly affects ARPU, cost of acquisition, profitability, and overall operational performance. Subscription models have 

higher per-user income but suffer financial pressure as a result of excessive content spending. Advertisement-based models 

have a reduced ARPU, but are cost-effective because of economies of scale. The hybrid platforms show a consistent growth 

rate, moderate acquisition, and relatively steady profitability, which puts them in the position of structural flexibility within 

the changing market environment. The research finds that diversified revenue streams, effective cost-revenue management, 

and content strategic allocation play a decisive role in determining the long-term sustainability in the OTT ecosystem. Future 

scholarship can add to this study by including multi-country longitudinal evidence, investigating the impact of artificial 

intelligence in revenue predictions and churn predictions, and examining regulatory impacts on digital streaming markets. 

Future research into new technologies such as immersive streaming, interactive content, and data-based monetization models 

would also contribute to the understanding of sustainable digital platform strategies. 
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