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ADT Still Not Seeing Growth Despite Minimal Threat from Cable/Telco 
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Summary of Findings 

 Cable and telco companies still are not a threat to ADT Corp.’s 

(ADT) existing customer base, according to 12 of 14 sources. 

These companies are more focused on home automation 

offerings and are pushing the service as an upgrade for their 

current subscribers rather than as an enticement to switch 

providers. Other traditional security providers are more direct 

competitors to ADT.  

 Customers adopting cable/telco home protection products 

previously did not have any security/automation service and are 

shrinking ADT’s new customer market. Only four sources said 

ADT has seen new customer growth. Also, ADT continues to 

battle high attrition and substandard customer service. 

 ADT is ramping up its advertising and marketing campaigns but 

is not increasing its discounts or promotions. The company has 

refocused its message to be on reliability and safety rather than 

price, which sources said is a smarter way to attract customers. 

 ADT’s Pulse automation system is much more likely to attract 

new customers than to be an upgrade feature for existing 

customers. Sources said 25% of new ADT customers opt for 

Pulse but that fewer than 10% of existing subscribers upgrade to 

the system. 

 ADT’s noncompete clause with Tyco International Ltd. (TYC) will 

expire in September, but it will have a hard time breaking into 

the commercial security area, which already is populated with 

strong competitors like Tyco, Stanley Black & Decker Inc. (SWK) 

and Protection 1 Inc. Small businesses might represent ADT’s 

best opportunity in the non-consumer space. 

 ADT is not part of the trend toward video verification of alarms—a 

practice promoted by a coalition of police chiefs, insurers and 

major security companies in large metropolitan areas. Its 

absence may result in lost potential business. 

 An online survey of 120 U.S. home security subscribers shows 

cable and telco companies gaining more share than in Blueshift 

Research’s March 10 survey. Respondents voiced more trust in 

cable/telco companies than in March, and ADT adoption has 

slowed. More customers are switching security providers now 

compared with March, and more also expect to switch providers 

when their contracts expire. Price, bundled offers and new 

products have become more important when choosing a home 

security system. 

Research Question: 

Are home security/monitoring solutions from cable and telecom companies causing a 

significant drop in ADT’s business? 

Silo Summaries 

1) Home Security System Dealers from Traditional 

Players 
None of these nine sources said ADT was losing share to 

cable/telco offerings. However, five sources were critical 

of ADT, including its cost, poor service and mediocre 

product. Two sources also said ADT was having difficulty 

signing up new customers. Only two sources said ADT was 

seeing gains year to year. ADT’s Pulse automation service 

is attracting about 25% of customers new to ADT, but is 

not resonating with existing ADT customers as fewer than 

10% are upgrading to the product. The company has 

increased its advertising but with an emphasis on peace of 

mind rather than price. Cable/telco companies get most of 

their customers from existing subscribers who have not 

had a prior security service. Three sources also said 

cable/telco providers are focusing almost exclusively on 

home automation, eschewing security, which has proven 

more difficult to execute. 

 

2) Home Security Installers from Traditional Players 
Both sources said ADT is seeing an increase in 

installations; one noted a 5% increase this spring and a 

flat summer, while the other cited a recent 5% increase. 

ADT’s advertising campaign has ramped up, with a 

particular focus on Pulse and on reliability and safety 

rather than price and promotion. Pulse is becoming an 

easier sell because of higher awareness of and interest in 

home automation, but it is still relegated mostly to new 

ADT customers. Both sources said cable/telco offerings 

are not a threat to ADT or other traditional security 

providers. They are more focused on converting their 

existing customers to home automation. 

 

3) Home Security System Dealers from Cable and Telco 

Companies 
All three sources reported an increase in demand for their 

home automation services; one said demand has doubled 

off a low base, while another estimated a 15% increase. 

Home automation far outpaces home security offerings, 

and one source said he signs up four automation 

customers for every security customer. Services are 

gaining momentum based on substantial advertising and 

marketing campaigns that are finally paying off; most 

customers already are receiving the triple-play service and 

are attracted to the bundling option. Two sources said they 

are not taking customers from ADT or other traditional 

security providers, while one said she is luring people over 

from ADT. One source said Pulse is attractive to new ADT 

customers, but another doubted existing customers are 

upgrading to the automation service. 

 

mailto:rj@blueshiftideas.com
http://www.adt.com/
http://www.adt.com/pulse/
http://www.tyco.com/
http://www.stanleysecuritysolutions.com/
http://www.protection1.com/
http://blueshiftideas.com/reports/031404ADTsGrowthProspectsThreatenedbyTraditionalCompetitorsNotCableTelecom.pdf
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Background 

Blueshift Research’s March 10 ADT report found that customers were not switching from ADT or other traditional home 

security companies to cable or telco companies offering home security services. Twenty-three of 27 sources said ADT was not 

losing share to the likes of Comcast and others. This was consistent with Blueshift Research’s reports from May 29, 2013, 

and Oct. 7, 2013, which focused almost exclusively on competition from cable and telco companies. Installer sources from 

cable and telco companies reported lackluster to minimal subscriptions for automation and security services in their markets. 

However, ADT was found to be losing share to other traditional security companies, both national and regional, mainly 

because of its substandard customer service. Sources were split regarding the ability of ADT’s Pulse to attract new customers 

and to prompt existing customers to upgrade to the automation system.  

 

 

Current Research 
In this next study, Blueshift Research once again assessed whether cable/telco companies were taking share from ADT. We 

employed our pattern mining approach to establish five independent silos, comprising 14 primary sources (including 12 

repeat sources), an online survey of 120 U.S. home security customers and 12 secondary sources focused on ADT’s growth 

rate, customer sign-ups, customer reviews, ADT’s Pulse service, and potential threats from cable and telco competitors: 

1) Home security system dealers from traditional players (9) 

2) Home security installers from traditional players (2) 

3) Home security system dealers from cable and telco companies (3) 

4) Online consumer survey (120) 

5) Secondary sources (12) 

 

 

Next Steps 

Blueshift Research’s next report on ADT will continue to follow market share threats from cable and telco companies as well 

as from other traditional security providers. We also will continue to survey customers and assess how their responses 

regarding home security change over time. We will determine whether ADT is having to compete more on price to hold off 

competitors, and how the company is trying to curb attrition. We will look into the commercial security market and determine 

ADT’s growth prospects as a security provider to small businesses and larger enterprises. Finally, we will assess whether Tyco 

will become a threat to ADT in the residential market once the noncompete agreement expires in September. 

 

 

 

 

 

 

 
Cable/Telco Taking 

Share from ADT 

ADT’s New 

Customer Growth 

Dealers from Traditional Players 
  

Installers from Traditional Players 
  

Dealers from Cable, Telco Companies 
 

N/A 

http://blueshiftideas.com/reports/031404ADTsGrowthProspectsThreatenedbyTraditionalCompetitorsNotCableTelecom.pdf
http://blueshiftideas.com/reports/051307ADTIsSafefromCableTelcosTakingHomeSecurityShareCustom.pdf
http://blueshiftideas.com/reports/091305ADTStillAheadofUnaffectedbyCableTelcoCompetitionCustom.pdf
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Silos 

 

1) Home Security System Dealers from Traditional Players 
None of these nine sources said ADT was losing share to cable/telco offerings. However, five sources were critical of ADT, 

including its cost, poor service and mediocre product. Two sources also said ADT was having difficulty signing up new 

customers. Only two sources said ADT was seeing gains year to year. ADT’s Pulse automation service is attracting about 25% 

of customers new to ADT, but is not resonating with existing ADT customers as fewer than 10% are upgrading to the product. 

The company has increased its advertising but with an emphasis on peace of mind rather than price. Cable/telco companies 

get most of their customers from existing subscribers who have not had a prior security service. Three sources also said 

cable/telco providers are focusing almost exclusively on home automation, eschewing security, which has proven more 

difficult to execute.  

 

 

KEY SILO FINDINGS 
ADT 

- 5 of 9 were critical of ADT in one way or another, saying it was overrated, struggling, expensive, had poor service. 

o 2 said ADT was having a hard time signing up new customers. 

- 2 said ADT’s performance was flat. 

- 2 said ADT was growing, including 1 who said its sales were up 5%. 

- 5 said Pulse was attracting new customers, but struggling to entice existing ADT customers to upgrade. 

o Estimated 25% of new ADT customers have added Pulse, while 5% to 8% of existing customers have 

upgraded to the service. 

- 2 were not impressed with Pulse, including 1 who said monitoring equipment is easy DIY and with no monthly fee. 

- 3 said ADT was increasing its advertising. 

- 1 said ADT’s ads are improved now that they are focused on security and peace of mind, instead of on price and 

promotion. 

- 3 said ADT is not offering any discounts. 

- 1 said dealers are leaving ADT. 

- 1 said ADT’s dealer program has become more lucrative, enticing him and others to stay. 

Competition from Cable/Telco 

- 8 said cable/telco offerings are not enticing current security service owners to switch. 

o Cable/telco is not a threat to ADT and others. 

o Cable/telco is getting most of its customers from existing subscribers who do not have any security or 

automation. 

- 3 said cable/telco offerings were focused on automation and are pulling back efforts to get into security. 

- 2 said traditional security companies will gain from cable/telco ads raising overall awareness. 

- 1 said AT&T Corp. (T) has advantage because it uses video verification while others do not. 

- 1 said Comcast Corp. (CMCSA) was gaining a little traction. 

 

 

1. Todd Morris, CEO of BrickHouse Security, a multistate surveillance and security firm; repeat source  

ADT’s main opportunity to grow its revenue is from acquisitions, but many customers of the acquired companies have 

opted not to go with ADT. The company’s advertising spending continues to increase, but the ROI on those dollars does 

not appear to be paying off given the significant customer churn. ADT is not offering discounts. Rather, the company lures 

customers with a teaser price and then upsells at the point of contact. Cable and telco companies have an edge by 

marketing directly to their vast subscriber base, either through company-owned TV channels or mail inserts. However, 

cable and telco companies are making more progress selling home automation services as customers are unfamiliar with 

their security services. ADT will face additional competitive challenges from former partner Tyco when the noncompete 

clause expires in September. Tyco will then be able to market security services to residential customers. 

https://my-digitallife.att.com/learn/
http://www.comcast.com/home-security.html
http://blog.brickhousesecurity.com/author/todd-morris/
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March 10: ADT needed to significantly improve customer service if it wants its churn rate to decrease. Comcast might get 

some existing customers to add its security service, but it would not take business from others. Meanwhile, the 

convergence of life safety and lifestyle improvements brought on by automation presented a huge opportunity for the 

industry to increase its potential marketplace. 

ADT 

 “I think [ADT is] having a challenging time.” 

 “Now that they are an independent company that’s focused primarily on 

residential, their churn rate is very transparent compared to when they 

were buried in commercial accounts. They have a high churn rate for the 

industry.” 

 “They’ve got very little upside and a lot of downside. Their biggest 

opportunity to grow is through acquisitions, but every customer with every 

company they acquire made the conscious decision not to choose ADT.” 

 “I think they’re having a hard time acquiring new customers. I don’t know 

their numbers, but we get a fair share of calls from people say they 

specifically don’t want to go with ADT.” 

 “They are increasing their advertising. ADT spends a significant amount of money on brand advertising over many, 

many alternatives that people have.” 

 “You’d be hard-pressed to find anyone who doesn’t know who ADT is. They’re trying to counter the fact that Comcast 

and Time Warner [Cable Inc./TWC] can do a lot of internal advertising through their own channels using unsold 

inventory. The only cost is an opportunity cost. And every bill from Comcast or Time Warner comes with promotional 

material in the envelope for security services.” 

 “The only thing ADT can do is increase their advertising to keep up.” 

 “I don’t see ADT discounting services. We’re seeing a lot more aggressive promotions, but it’s still a system based on 

getting someone in the door on a low price and then getting the seller to upsell. It’s not so much discounting as it is a 

teaser price: free hardware with a low-cost system, then upsell.” 

 “We don’t handle Pulse.” 

 “We’ve actually seen a lot of dealers prevented from building their own brand. They want their own equity, so they’re 

leaving ADT. Without ADT, they can shop around. There’s probably a hundred buyers out there who will buy accounts 

from a dealer at a significant multiple, and for a lot of these dealers, that’s 

their retirement fund.” 

 “Alarm.com [Inc.] offers dealers the ability to build their own brand, and 

they’ve proven that people who build a strong account base on their 

platform are able to shop it around to various buyers, including ADT.” 

 “We’ve been approached several times to become an ADT dealer, but we 

decided not to do it because we wanted to build our own brand. A lot of 

folks I meet at some of these ADT events are trying to figure out their exit 

strategy.” 

 “The customer service aspect is interesting. People stick with a company 

with bad customer service if there’s no viable other choice. ADT, Comcast 

and Time Warner were on the last list of worst companies in terms of 

customer service.” 

 “Another thing to keep in mind about ADT is their noncompete with Tyco is 

up soon, and then Tyco can start selling to residential.” 

Competition from Cable/Telco 

 “I don’t think cable/telecom is taking a lot of competition away from ADT. They’re not eating into the security market. 

They might actually be making the pie bigger.” 

 “Their challenge is it’s very difficult for them to sell outside their own customer base; however, they have a big 

customer base. Their biggest positive is it’s fairly easy convincing a customer to add an extra $20 or $30 to the bill.” 

 “They probably do better with home automation than with security. There’s a perception that your cable company 

probably isn’t very good at security. On the lower end, they probably have a price advantage.” 

 “The cable and telecom companies are still mining their existing customer base. If they exhaust that opportunity, you 

might see them reach out into the broader market.” 

I think they’re having a hard 

time acquiring new customers. 

I don’t know their numbers, but 

we get a fair share of calls from 

people say they specifically 

don’t want to go with ADT. 

CEO 

Multistate Surveillance & Security Firm 

We’ve been approached 

several times to become an 

ADT dealer, but we decided not 

to do it because we wanted to 

build our own brand. A lot of 

folks I meet at some of these 

ADT events are trying to figure 

out their exit strategy. 

CEO 

Multistate Surveillance & Security Firm 

https://www.timewarnercable.com/content/twc/en/intelligenthome/overview.html
http://www.alarm.com/
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2. Founder of a multibrand Northwest security system dealer, including ADT; repeat source  

ADT relies on brand awareness to secure new business, but the company’s contracts are about a third more expensive 

than competitors offering equal service. Equipment quality is about the same for most security companies; the primary 

difference is the cost of the service contract, and ADT is the most expensive. ADT has a large advertising budget geared 

toward new-customer sign-ups but is losing existing customers to competitors on the basis of price. Cable and telco 

companies do not pose an immediate threat to ADT and other traditional security companies. Companies such as 

Comcast and Time Warner are pulling in entry-level security customers with basic systems. Most of these customers 

appear to be coming from within the ranks of the existing subscriber base for cable and Internet service. As these entry-

level security customers become savvy about service and desire better systems, they may upgrade from a cable or telco 

company to a traditional security service. 

March 10: Neither ADT nor nontraditional security system vendors were really growing their business as fast as the 

underlying market opportunity allowed. Customer attrition at ADT already reached critical mass, and future share gains 

would be increasingly expensive. ADT’s Pulse and similar products could look forward to a relatively short lifespan. 

Oct. 7, 2013: Despite increased visibility of cable/telco security and home automation offerings in the last three months, 

the product still seemed more exploratory than actual. Traditional security vendors were focusing their marketing efforts 

on challenging the new rivals’ service in order to peel dissatisfied customers away. Growing awareness of the need for 

home security and the sophistication of existing automation technology could only benefit entrenched leaders in the 

industry like ADT, despite this source’s low opinion of the company. 

May 29, 2013: New security products from cable/telco companies were not taking market share from traditional security 

vendors. Hardware manufacturers and local service companies would be the real winners of broadband providers’ entry 

into the home monitoring space, but legacy security firms that could match the technology would not be threatened. Any 

effort to expand the home automation market beyond its current niche would benefit all constituencies. Strategic M&A 

presented an overwhelmingly attractive opportunity. 

ADT 

 “ADT is leaning heavily on its brand awareness. That little metal shield on 

the pole in people’s yards is well recognized.” 

 “I don’t think they’re really delivering in terms of price to value. They are 

overrated.” 

 “I don’t like Pulse, and we shy away from it. Other companies include 

equivalent service in their cost, but ADT only offers it as an add-on.” 

 “ADT seems to be having a harder time signing up new customers.” 

 “They have a huge advertising budget directed at picking up new customers, 

but they’re having a tough time hanging onto existing customers.” 

 “ADT is expensive, about a third more than service you can get from other 

companies that are just as good and maybe better.” 

 “We don’t push ADT any harder than what we earn from the sales. Their 

service contracts are really overpriced compared to what’s available.” 

 “There are no discounts. There is a basic price that gets promoted; then 

dealers try to sell add-on services or upgrades to increase profits and their 

own commissions.” 

Competition from Cable/Telco 

 “We’re not losing any business to any cable company or telecom.” 

 “Companies like Comcast are going after their existing customers or are trying to reach people who’ve never had a 

security system before. They are probably entry-level consumers. That’s not our core market.” 

 “When it comes time for these entry-level customers to renew, we promote our experience and knowledge of this 

business. If you are serious about security, you want a company that knows what it’s doing.” 

 “Comcast doesn’t have a very good reputation for customer service in its main business—cable television and 

Internet. I think they can get some existing customers to add a basic security system to their bill. I doubt they’ll gain 

customers either new to home security or peeled off from ADT or other companies in this business.” 

We’re not losing any business 

to any cable company or 

telecom. … Companies like 

Comcast are going after their 

existing customers or are trying 

to reach people who’ve never 

had a security system before. 

They are probably entry-level 

consumers. That’s not our core 

market. 

Founder, Multibrand Northwest 

Security System Dealer 
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 “We stand to gain customers from the cable companies and telecoms when people start to realize that what they 

have may not be good enough or even very good. When they realize there are better options, they will see the value 

in working with a real security company.” 

 “Dealers will go with security companies people want to buy. Right now ADT has that name recognition, that 

awareness. That’s probably their best asset.” 

 “I’m not aware of any huge number of dealers abandoning ADT, but there is an awful lot of choice in this market. 

Customers are going to drive sales either to ADT or maybe a less-expensive competitor whose service and equipment 

are just as good. Dealers will go along with that.” 

 

 

3. President of a security company in the Midwest; repeat source  

ADT is at risk because its premium Pulse offering is disintegrating under pressure from an influx of free home automation 

apps. Customers are savvier about security technology now and realize that they do not need to pay a monthly fee for 

home automation. Rather than attracting customers to ADT, Pulse is pushing them away. ADT also will have a hard time 

entering the commercial security space because Protection 1 and Stanley are so far ahead. Finally, ADT has been left 

behind by the shift to video verification of alarm calls, which was part of new guidelines just released by a coalition of 

security, law enforcement and insurance companies. ADT needs to incorporate video alarms that central stations can use 

to verify a break-in and ensure a priority response from the police, but the break-up with Tyco has strained its resources. 

March 10: The source cited a growing push for video verification in alarm systems, with law enforcement officials in four 

of the five largest U.S. cities supporting it. This was the most important trend in security systems because it would allow 

central stations and police to verify a crime or emergency and reduce false alarms. Protection 1 and AT&T both joined 

PPVAR, the law enforcement/security coalition backing video verification in central stations. ADT was ignoring video 

verification and giving up a significant opportunity to upsell this key innovation. 

Oct. 7, 2013: In the previous three months, the most striking change in the home security landscape was that Honeywell 

International Inc. (HON) had joined an industry/insurance/law enforcement coalition promoting video verification of 

alarm calls. The effects from cable/telco were minimal. Telco offerings lacked the technology to verify a crime in 

progress, but they were sophisticated enough that this source maintained his belief that they would cause a significant 

disruption, especially for smaller dealers. He also still expected ADT to be an acquisition target and said it continued to 

position itself for such an outcome. Video verification was the key turning point in further legitimizing the cable and telco 

products. Traditional dealers’ best strategy was to incorporate video alarms that central stations could use to verify a 

break-in and ensure a priority response from police. 

May 29, 2013: Telcos’ entry into the security market was expected to be enormously disruptive, especially for smaller 

dealers. The effect was slight to date because telcos still were testing their home security programs. Many industry 

veterans pointed to new entrants’ previous failures, but the technology base had changed and the threat was quite real, 

at least over the long term. Telco offerings’ fatal flaw was that they lacked the technology to verify a crime in progress, so 

they were likely to flood law enforcement with false alarms, undermine or even end police response to alarm calls, and 

put the entire home security industry at risk. Traditional dealers’ best strategy was to incorporate video alarms that 

central stations can use to verify a break-in, weed out false alarms, and ensure a priority response from the police. ADT 

appeared to be positioning itself to be bought by a telco company, and already had joined AT&T in trying to weaken state 

licensing requirements for alarm companies. 

ADT 

 “ADT is struggling. Their commercial stuff is just starting to get going, and they are losing residential customers. On 

top of that, their Pulse offering is comprised of features that are now available for free. Customers are becoming 

aware of that.” 

 “Home automation isn’t bad; it’s a good concept. It’s just there is no money in it. If you’re looking at Wi-Fi, you can 

find a free app online to do just about anything in home automation—unlock the door, turn off the lights, thermostat, 

you name it. Why would you pay someone big money to install a system and charge you a monthly fee?” 

 “On Amazon[.com Inc./AMZN], you can get surveillance cameras; they use free apps. I’m getting asked by ADT to pay 

up to $60 a month for this?” 

http://www.ppvar.org/about/
http://articles.orlandosentinel.com/2013-04-16/business/os-alarm-company-legislation-20130416_1_alarm-bill-darden-restaurants-jason-brodeur
http://www.amazon.com/Surveillance-Cameras/b?ie=UTF8&node=898400
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 “Even if you can get all these disparate apps into one system, would you want to pay $45 a month for that? No, I’d 

pay maybe $5 a month. But a business plan that includes high fees for that is in trouble.” 

 “Pulse is under pressure. ADT was looking at making big money from it, but now there are all these free apps doing 

the same thing, the ADT offering becomes less unique. That’s where the 

attrition comes in. Instead of Pulse stopping attrition, it is actually 

increasing it. In a sense ADT is the evangelist getting everyone aware of 

what’s happening.” 

 “ADT is getting left behind. A coalition of security, police and insurance 

companies [PPVAR] have just come out with best-practice guidelines that 

call for video verification of alarm calls. What they’re saying is, ‘Give us a 

verified video of a crime in progress, and we’ll guarantee you a priority 

response.’ It doesn’t mean that won’t come out for anything else, but we’ll 

go there faster on video verified alarms. This whole campaign has been led 

by police chiefs in major cities, who are already using the guidelines to train 

at 911 centers. And ADT doesn’t play here.” 

 “ADT has been so focused on home automation that they haven’t seen the 

security business moving. They don’t see that all the free apps have created 

a critical paradigm shift. It’s like a snowball running downhill; you can’t stop 

it.” 

 “I see ADT at risk because they’ve put a ton of money into Pulse, and now 

the money is coming from the security side. Protection 1 is doing a fabulous 

job with video on commercial sites, and they’re moving into residential with 

it. … Stanley is also getting into video verification. That’s where I see the 

market going.” 

 “ADT bet on Pulse, but video verification is a stronger play. It’s tough for ADT 

because they have had to split central stations with Tyco, and they don’t 

have the resources to get into video verification right now.” 

 “I am not close enough [to the ground floor] to know if we are attracting customers from ADT.” 

 “Vivint saw what was coming. Vivint got into home automation early on and made a ton of money; then it got out and 

sold to Blackstone. And from what I hear, the attrition numbers are atrocious.” 

Competition from Cable/Telco 

 “Cable and telco are well positioned to do home automation, but the real money is in the security side. AT&T has 

differentiated itself from other telco/cable by getting into the video verification space. They see the value in it, and 

Time Warner and Comcast just don’t get it.” 

 “Time Warner and Comcast came in seeing the value of home automation, and now everything is free.” 

 

 

4. Founder of a home security company in the Southeast; repeat source 

ADT’s biggest problem remains customer service. Pulse is expensive, and ADT is finding it onerous to convince existing 

customers to adopt the service. Only about 8% of the total customer base uses Pulse. Cable/telco security service is still 

inferior, and the companies are unlikely to make their projections in the security arena. The source’s wireless security 

business has grown compared with six months ago, and is picking up some ADT defectors. 

March 10: ADT’s drop in earnings likely stemmed from its mediocre to poor customer service and rising monthly service 

fees. Increased competition from cable providers also possibly was part of the reason since they were gaining more 

traction in the residential security market. Consumers were more sophisticated and more likely to leave a company with a 

history of customer complaints. ADT’s attrition rate, around 14%, was much higher than the industry average. ADT 

achieved only a 9% penetration rate with its Pulse offering. With its advertising blitz, cable boosted market penetration 

among traditional home security players, which benefitted from increased consumer interest. 

May 29, 2013: Most cable/telco providers were unlikely to be a serious threat because few consumers had faith in these 

companies’ service and dependability. Message boards and company forums were already flooded with consumer 

complaints about their home security services. Telcos’ increased marketing efforts had not lured customers away from 

ADT is getting left behind. A 

coalition of security, police and 

insurance companies [PPVAR] 

have just come out with best-

practice guidelines that call for 

video verification of alarm calls. 

… And ADT doesn’t play here. … 

ADT bet on Pulse, but video 

verification is a stronger play. 

It’s tough for ADT because they 

have had to split central 

stations with Tyco, and they 

don’t have the resources to get 

into video verification right now. 

President, Security Company  

Midwest 

http://www.vivint.com/en/
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this source’s company. ADT used the same software platform as Comcast, which was an Internet-enabled system that 

was considered inferior to the robust cellular connection used by other established companies. ADT itself could be an 

acquisition target. 

ADT 

 “There’s a lot of interest in ADT attrition rates, so it will be interesting to see what they announce this quarter. I would 

be surprised if there’s much improvement. The main problem with ADT is still customer service. That hasn’t changed 

from when we last talked.” 

 “We are getting some customers from ADT. It’s a combination of pricing, reputation and increased awareness of the 

advanced services available. People are a lot more savvy these days, and more people are making use of social 

media and review sites like Angie’s List.” 

 “Since the [home automation] apps are free with everybody’s service, that isn’t a differentiator anymore for Pulse. 

ADT will continue working hard to convert its existing customers. But Pulse is expensive, and they’re not getting the 

conversion rate they’d like. I believe it’s only 8% of the total customer base. That’s low.” 

 “Our business has increased compared to six months ago. We’re continuing to grow, and our sense is that we are 

taking an increasingly large share of a growing market. We can’t talk numbers, but I’ll just say we’re doing very 

nicely.” 

 “We are perceived positively, more so than our competitors. Our transparency is an important component, as is our 

highly consultative sales process. We hold ourselves to the highest standard. Clients respond extremely well to the 

lack of pressure, in contrast to some door-knocking companies that have a high level of complaints and attrition.” 

Competition from Cable/Telco 

 “Cable and telco are still struggling to achieve their projections. Their strong headwinds are [substandard] customer 

service. If they don’t do a good job with basic connectivity, how can you trust them with home security?” 

 “Many are also still using the vulnerable broadband connection, too, instead of a robust cellular connection.” 

 

 

5. Operations manager for a mid-Atlantic security system dealership; repeat source  

ADT’s advertising spend continues to grow as the company loses 15% of its existing customer base annually. Cable 

companies and telcos do not pose a threat because their marketing is still directed mainly at current subscribers. Cable 

companies in particular have an image problem, and consumers appear reluctant either to embrace cable-based home 

security or increase their monthly cable bill. Strong name recognition continues to benefit ADT, but more experienced 

consumers are investigating security solutions that are at least as good and at lower cost. ADT likely will make a push 

into larger commercial security and fire protection contracts when its noncompete agreement with Tyco expires in 

September. 

March 10: ADT faced plenty of subscriber dissatisfaction on its own, and its 

addressable market could be depleted. Pulse and other automation products 

were considered useful marketing tools but rarely motivated new subscriptions 

on their own. ADT dealers were unhappy and eager to change affiliations. Any 

security-oriented “quadruple play” was having a hard time gaining traction 

among consumers eager to minimize their relationships with cable and telco 

carriers. 

Oct. 7, 2013: Awareness of broadband security solutions was higher than it was 

in May, but few consumers seemed to be signing up. The economic tone was not 

favorable to large numbers of households expanding their service obligations in 

this way, while existing subscribers were unlikely to be lured by competitive 

offers. 

May 29, 2013: Although broadband vendors were eager to bundle home automation and monitoring services with their 

existing services, consumers knew these companies lacked both the infrastructure and the expertise to back up their 

claims. All major entrants had established a reputation for dismal service and were not taken seriously as emergency 

responders. ADT and Protection 1 already provide popular home monitoring services on mobile devices. The long-term 

competitive threat was real but only if serious broadband vendors acquired and dismantled specialized firms. 

The main issue facing ADT is 

the knowledgeable consumer 

understands ADT is basically 

good but not great. But they 

charge a premium price for 

service that’s merely OK. 

Operations Manager, Mid-Atlantic 

Security System Dealership 
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ADT 

 “The main issue facing ADT is the knowledgeable consumer understands ADT is basically good but not great. But 

they charge a premium price for service that’s merely OK.” 

 “A good portion of ADT’s customers start looking into less-expensive alternatives when it’s time to renew their 

contract. They either discontinue their service or go with another security company.” 

 “ADT spends more and more on marketing to bring in new customers, but they’re losing 15% of their existing 

customer base every year when renewals come up.” 

 “The thing that frustrates dealers is ADT’s marketing steers customers to the ADT direct salespeople.” 

 “Dealers aren’t real happy with ADT’s marketing push. Prospects call ADT directly. Dealers get bypassed.” 

 “They depend a lot on name recognition, but consumers who are serious about home security either have already 

tried ADT and switched to another service provider or they’re still with ADT. 

 “Their service contracts are the most expensive in the industry.” 

 “We don’t do a lot of Pulse work as an after-sale. It’s almost always new customers who get Pulse and ADT security 

at the same time.” 

 “All it would take for a dealer to leave ADT would be financial incentives from 

a competitor that’s as good or better, with a demonstrated marketing plan 

for support. [Robert Bosch GmbH’s] Bosch Security Systems is a big 

competitor.” 

 “ADT is also coming up against their old parent company Tyco when their no-

compete agreement ends in September. [ADT is] probably going to go after 

larger commercial contracts for security and fire protection. ADT was blocked 

from going after commercial contracts for companies beyond a certain size. 

Getting into that market could help them offset some of that loss on the 

residential side, with customers leaving ADT at the end of their contracts.” 

Competition from Cable/Telco 

 “We don’t view the cable companies and telecoms as a threat to the security 

business. They’ve been dabbling in this for about a year now, and I don’t see 

them gaining any ground.” 

 “Cable-based security comes with any number of problems. I cannot imagine a customer would want to contact 

Comcast customer service about a security-system issue. There are hardware concerns, the reliability of the 

technology and who’s doing the monitoring. There’s also a consumer perception that maybe you don’t want the guy 

running cable TV to your house to be involved in your home security. Fair or not, there’s that perception.” 

 “The telecoms and cable companies have a captive audience. They can market security directly to their subscribers, 

try to persuade them that bundling home security with their cable and Internet service is easy and convenient. There 

is so much cord-cutting going on, it’s hard to believe consumers would want to increase their monthly cable bill.” 

 “I do not believe ADT will lose existing customers to a cable company offering security monitoring. Any customers 

they lose will either stop security monitoring or sign up with a different security company.” 

 

 

6. Account executive for a security system dealer, including ADT, in the Southeast; repeat source 

ADT’s residential installations and subscriptions are essentially flat year to year for this Florida dealer. ADT, through 

acquisitions and the introduction of new services, is expanding into broader small-business markets, including food and 

beverage, while its recent acquisition of Reliance Protectron should boost the company’s residential and small-business 

subscriber base in Canada. ADT loses one residential customer per year for every six new residential contracts. The 

company may have maxed out the U.S. market for residential security but still maintains intensive marketing to this 

sector. About 25% of new ADT contracts include Pulse, but less than 5% of existing ADT customers are adding the 

automation service to their security solution. ADT will pursue large commercial security contracts when its noncompete 

agreement with Tyco expires Sept. 30. Cable and telco companies post no competitive challenge to traditional security 

dealers and may settle on home automation solutions while abandoning efforts to crack the residential security market. 

March 10: ADT was having difficulty growing organically as the conventional security services market was largely 

saturated and the automation market had yet to mature. Overall subscriber acquisition seemed sluggish, although 

I do not believe ADT will lose 

existing customers to a cable 

company offering security 

monitoring. Any customers they 

lose will either stop security 

monitoring or sign up with a 

different security company. 

Operations Manager, Mid-Atlantic 

Security System Dealership 

http://us.boschsecurity.com/
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whether increased competition or slowing home sales were to blame was unclear. Nontraditional security vendors still 

faced a substantial credibility gap when selling their services on anything but a novelty basis. 

Oct. 7, 2013: Smart cable/telco operators already were moving away from security-oriented propositions to instead focus 

on home automation. Even automation claims were overstated, leaving these companies exposed to significant backlash 

from disappointed subscribers. Products will need to be completely retooled to create anything more than a fleeting 

competitive threat to traditional vendors. 

May 29, 2013: Comcast was in the lead of broadband vendors moving into the security space, but all IP security products 

were described as fundamentally flawed. Customers were expected to migrate away from these new vendors after the 

first major outage. Viable competitors likely would shift away from security-oriented claims to focus on home automation, 

especially as consumer-facing smart grid applications come online. DIY installation was a niche threat at worst. 

ADT 

 “Our ADT residential sales are about the same as last year’s. It’s flat.” 

 “ADT spends a lot on advertising, but they have a lot of attrition. For every six new residential contracts they get, 

they’ll lose an existing customer every year. Their entire subscriber base is turning over every six years.” 

 “They are moving more toward commercial security. There are new monitoring services for the food and beverage 

industries to monitor chillers, refrigeration systems and keep inventory from spoiling.” 

 “ADT just bought Protectron, so they’re obviously looking to grow the residential and commercial security business in 

Canada.” 

 “Just about anyone interested in home security has heard of ADT or recognizes the branding. At this point, ADT has 

probably reached out to every potential residential customer in this country. I think they see their growth opportunity 

more on the commercial side. They’re not going to walk away from residential, not with 6 million subscribers, but to 

grow they’ve got to expand in some new directions.” 

 “[ADT’s] noncompete deal with Tyco is up on Sept. 30. After that, ADT can go 

after big commercial contracts. Right now they’re limited to small business.” 

 “ADT claims Pulse is a growth segment, but I see it more as an add-on to the 

basic home security system. About 25% of our new ADT contracts include 

Pulse, but less than 5% of ADT’s current customers are upgrading with 

Pulse.” 

 “Pulse is a way for ADT to offer a comparable and more reliable home 

automation product than what the cable companies have.” 

Competition from Cable/Telco 

 “There’s no competition from cable companies or IT providers in the security 

business—not for us anyway. Whoever they’re going after, they’re not our 

core market.” 

 “We’re doing very well gaining and holding customers. We close just about 

70% of the customers who come to us. No one I can recall has ever 

mentioned cable-based security. Our customers just don’t take it seriously.” 

 “Comcast and Time Warner go after their own customers. I get an offer for security monitoring in every bill from my 

cable company.” 

 “There’s an image problem with these companies. They’re not very well liked in the first place, and I don’t think 

people who are serious about home security are willing to trust a company that has unreliable service and lousy 

customer service.” 

 “I still think the cable companies and phone companies will eventually satisfy themselves with home automation. 

Security monitoring is just not their domain. They don’t have reliable technology or the experience.” 

 “The first time their systems go down and there’s widespread residential losses will be the end of the cable 

companies’ experiment in home security.” 

 

 

7. Vice president of a custom residential and commercial alarm company in Northern California 

ADT is running a more aggressive ad campaign compared with six months ago. It has a strong emphasis on online 

marketing, in which ads will pop up each time a potential customer opens his or her computer. Pulse has not lost its 

ADT claims Pulse is a growth 

segment, but I see it more as 

an add-on to the basic home 

security system. About 25% of 

our new ADT contracts include 

Pulse, but less than 5% of 

ADT’s current customers are 

upgrading with Pulse. 

Account Executive 

Security System Dealer, Southeast 
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cachet yet, but the source’s company has picked up some customers from ADT after their contracts ran out. The reason 

most give for switching is customer service, including both response time and in reaching a live representative when 

needed. Cable and telco are not a threat to either ADT or the industry in general; in fact, their massive marketing 

campaigns have raised consumer awareness of security needs and helped the source’s company save on TV advertising. 

Cable may hurt some small companies unable to change with the times. 

ADT 

 “Our security business is relatively the same compared to six months ago. 

It’s strong. From a lead perspective, it’s stable, holding steady. We have 

more leads than our salespeople can handle.” 

 “We do get some ADT customers. For customers, the problem seems to be 

their response time. It’s hard to reach a live person there. We’re a 24/7 

business, so you can always reach a live person here.” 

 “ADT is in a different market than our company. We’re in a niche market, 

dealing with people with more discretionary income, so they can afford to 

spend more money to customize their security. ADT’s customers are 

generally price-sensitive and looking for a standard solution.” 

 “ADT is really pushing the online advertisements. It’s nonstop. Every time I 

open my computer, one pops up. Right now they’re running a [state] 

special—$1/day. They’re getting even more aggressive and running a more 

diversified campaign.” 

 “ADT is trying to do a lot of discounts that sound affordable, but people need to read the fine print.” 

 “I don’t think Pulse has lost its cachet yet, even with all the free apps. ADT isn’t really affected by that, at least here. 

People are slow adopters here.” 

 “Most people are new customers. We do get inquiries from people wanting to compare systems. But we wait until 

people fulfill their contract to put our system in; we’re not one of those businesses that will take over the contract 

when it has a year or two left to go.” 

Competition from Cable/Telco 

 “Cable and telco have not affected us in a negative way. I don’t think they’re really [undermining] ADT either. I’m 

thankful for these huge companies; they do the advertising for us and save us marketing dollars.” 

 

 

8. President of an alarm systems company in Massachusetts; repeat source  

ADT and the security industry as a whole are doing better this quarter. ADT has made some remarkable improvements 

during the last six months and has even staunched some of its customer attrition. It is getting back to its core values: 

home protection and security. ADT’s new advertisements promote peace of mind rather than money-saving deals. A 

sense of mission and improved customer service will be important later this year 

when ADT, Tyco and Tyco’s SimplexGrinnell begin competing for a bigger share 

of the security industry. The threat from the cable/telcos has shrunk to almost 

nothing. Instead, the blanket advertising has helped the security industry take on 

the new challenges of home automation and wireless security. 

March 10: ADT’s weak showing was a result of not just increased competition 

from cable and telco competition but also not paying enough attention to its 

authorized dealer program. ADT also bypassed experienced talent within its own 

ranks to hire new leaders from Motorola and the cellular industry, who were not 

familiar with the home security business model. However, ADT was taking a 

smart approach with its new advertisement focus on “peace of mind” rather 

than just dollar savings. A shift to its core values and improved customer service 

would become important once ADT, Tyco and Tyco’s SimplexGrinnell began 

competing for a bigger share of the security industry. 

Oct. 7, 2013: Cable and telco companies were advertising more heavily, but the 

focus was on home automation rather than security. They were losing TV 

Cable and telco have not 

affected us in a negative way. I 

don’t think they’re really 

[undermining] ADT either. I’m 

thankful for these huge 

companies; they do the 

advertising for us and save us 

marketing dollars. 

VP, Custom Residential & Commercial 

Alarm Company, Northern California 

ADT is like a locomotive: 

They’re moving forward in spite 

of themselves. I think they’re 

actually improving. They’re 

getting the hemorrhaging of 

customers under control. They 

had lost their core function—the 

protection of life and property—

but they’re starting to recover 

it. 

President, Alarm Systems Company  

Massachusetts 

http://www.tycosimplexgrinnell.com/
http://www.adweek.com/news/advertising-branding/adt-provides-peace-mind-new-ads-arnold-155349
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customers as people fled to alternatives such as Apple Inc.’s (AAPL) Apple TV and Hulu, and were trying to survive by 

getting into the home security business. Their security product advertising raised awareness for the entire industry. The 

most likely scenario was that Comcast or another giant would buy a large home security company, possibly ADT. 

ADT 

 “ADT is like a locomotive: They’re moving forward in spite of themselves. I think they’re actually improving. They’re 

getting the hemorrhaging of customers under control. They had lost their core function—the protection of life and 

property—but they’re starting to recover it.” 

 “You can see that in their ads. They used to focused on ‘gotcha’—you know, call today and we’ll get you a special. 

Now the ads are based on security and peace of mind. They’re starting to realize what business they’re in again.” 

 “Although anemic, the economy is starting to improve. … The industry and ADT are both up. There’s more 

competition, the profit margins are thinner, but the business is there. We’re targeting a 12% growth rate this year.” 

 “We don’t see that many customers from ADT. If corporate were to leave the good branches alone, it could do better. 

Chicago is exceptionally good for ADT. They have some good-performing branches and some poor-performing ones. 

ADT spends more on the poorly performing ones, which makes some sense, but it’s too bad they don’t try to build on 

the good. Consistency seems to be ADT’s conundrum.” 

 “You may remember me saying in February that ADT would probably try to 

acquire someone to gain momentum. Well, sure enough, they bought 

Protectron a few months after that.” 

 “I don’t think problems with Pulse adoption are [a disaster] for ADT. … Yes, 

people can buy a bunch of free home automation apps themselves, but 

people want bundling. There are always DIYers, and we need to figure out 

how to work with that segment. … But I don’t think it’s a big threat to them.” 

 “[Video verification] is a fad. Video is just one tool in the toolbox. It’s not the 

be-all and end-all of security. If you have a camera at the door, does that 

mean you need a camera in every room? It’s a slippery slope.” 

Competition from Cable/Telco 

 “Cable came in with a big splash, but we don’t see that many takeovers. 

Understand, this is the third or fourth time they’ve tried to get into the business. And once again they’re seeing it’s 

difficult. Everyone loves to hate the cable industry and for good reason. But cable is one thing, and the life security of 

your children and wife is another.” 

 “I’ve talked to a number of technicians working for cable, and they’re not comfortable doing security. They’re poorly 

trained; they’re not comfortable with what they’re doing. Cable is trying to hire people from the industry, but they 

have so many fish to fry. … I think cable and home security is a nonissue. They’re not even mentioning home security 

in their ads anymore; it’s all about home automation, control and convenience.” 

 “The industry has really benefitted from cable advertising. It hasn’t just helped us win, it’s helped us step up to the 

plate. Before, some companies were just burglar alarm guys, fire alarm guys. They’ve helped us figure out how to 

make all these other features affordable for the consumer. And it’s the consumer who really benefits.” 

 

 

9. Founder of a Southwest ADT system dealer; repeat source  

ADT system sales are up 5% year to year. Efforts to slow the 14% attrition rate seen in the last year appear to be working. 

Pulse is a draw for new customers, with 25% to 30% of first-time ADT customers adding the home automation service to 

their contracts. Existing customers are slower to adopt Pulse, with 7% to 8% opting for the added service. ADT has 

improved relations with its dealers by sweetening commissions, streamlining the contract process, and paying faster. As 

cellular service providers upgrade from 2G to 4G, all security companies will have to transition customers over to the new 

data standard. ADT is using this as an opportunity to reach out to customers in advance and sell add-ons such as Pulse 

that are 4G-compatible. Telcos and cable companies are not affecting traditional security players. Although their services 

and equipment are marginally improved since last year, customers interested in home security do not take the cable 

company seriously. 

March 10: ADT appeared to be taking nontraditional competitors seriously, but the effectiveness of its recent advertising 

efforts would be difficult to gauge at the dealer level. Attrition was normal, with subscriber additions tracking slightly 

I think cable and home security 

is a nonissue. They’re not even 

mentioning home security in 

their ads anymore; it’s all about 

home automation, control and 

convenience. 

President, Alarm Systems Company  

Massachusetts 
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ahead of cancellations. Nontraditional competitors remained opaque, but their success appeared to be minimal at best. 

The security business slowed, but much of the weakness was attributed to seasonal factors and weather. 

Oct. 7, 2013: Word of mouth on cable security could have been unfairly bad, but it was making it easy for conventional 

security dealers to defuse potential competition. Momentum for ADT’s Pulse faltered as new accounts canceled within a 

year. This represented a change from this source’s comments in May when he was more optimistic about the program 

taking off. 

May 29, 2013: Local consumers were reluctant to deepen their relationships with national cable operators in particular, 

weakening the appeal of cable-delivered security bundles. Interest in ADT’s Pulse was only beginning to ramp up among 

affluent and tech-savvy younger homeowners. DIY installation acted as an incentive to professional dealers to keep costs 

down and to innovate where possible. 

ADT 

 “I think the advertising is helping. We’re seeing a bump in business this year. ADT system sales are up about 5%.” 

 “ADT is doing better with residential customers, from the dealer side and the corporate side.” 

 “They’re bringing in more customers per year than anyone else. They’re trying to slow the attrition rate, which was 

about 14% last year.” 

 “They’re upgrading a good number of people to Pulse, about 25% to 30% of 

our new ADT customers are getting Pulse. A lot of existing customers want to 

add it because they hear about the capability. Maybe 7% to 8% of existing 

customers we work with are wanting to add Pulse.” 

 “There’s an industrywide change coming that’s a pain in the neck, but it’s 

also a good selling opportunity. Every person who has cell monitoring on 

their security system will have to switch their cellular radio within the next 

two years. Cell phone carriers are moving to 4G from 2G and upgrading all 

their towers. All of the security companies will have to adopt these new 

standards as well, so ADT is contacting customers now and encouraging 

them to switch over to Pulse.” 

 “They’re increasing their advertising. I’m not sure who their bigger 

competitor is right now: Vivint or cable companies. Probably Vivint. When it 

comes down to name-brand recognition, nobody has it except ADT.” 

 “Customer service is a big issue for ADT because they’ve got so many 

customers. All it takes is one customer service agent with an attitude and a 

customer will switch. It’s pretty common for people to be upset by ADT 

customer service.” 

 “ADT has made their dealer program more lucrative. Commissions have 

improved. Since they split off from Tyco, everything has improved. We’re 

doing e-contracts now, which is way better than doing contracts in person. 

And we’re getting paid faster. Things are getting more efficient, more 

innovative.” 

 “ADT still needs to improve in innovation and efficiency since they’re such a large company.” 

 “We get approached by other companies all the time. Most of us are with ADT because of the name. If a customer is 

calling my phone, they’re looking for ADT.” 

 “Currently, there’s nothing a competitor could offer that would make me switch. If they guaranteed me a stream of 

business, maybe, but nobody’s doing that.” 

Competition from Cable/Telco 

 “Comcast is gaining a little traction in home security, but … will the pie get bigger, or are they getting a bigger piece 

of the pie? It’s more likely that people who never had security before are getting it through Comcast.” 

 “Sometimes we get a customer comparing us to Comcast, but that’s apples-to-oranges. Comcast has a price point 

that’s attractive, but some people are all about price, not quality.” 

 “Cable hasn’t really impacted anyone in the traditional security industry. Once people decide they want real security, 

they’ll go with a real company. The cable companies and telecoms don’t have an established track record.” 

 “A lot of their customers must be people who already subscribe to triple-play, and they’re adding home automation 

and home security to the bill. We’re not seeing any impact on our business.” 

I think the advertising is 

helping. We’re seeing a bump 

in business this year. ADT 

system sales are up about 5%. 

… ADT has made their dealer 

program more lucrative. 

Commissions have improved. 

Since they split off from Tyco, 

everything has improved. We’re 

doing e-contracts now, which is 

way better than doing contracts 

in person. And we’re getting 

paid faster. Things are getting 

more efficient, more innovative. 

Founder 

Southwest ADT System Dealer 
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 “I do not know of anyone who has switched from ADT to go with Comcast or a telecom company.” 

 “The quality of the cable and telecom security service has to have improved a little bit. They’ve figured out how to do 

things more efficiently. Their equipment is a little better. But their systems and expertise are pretty limited, and 

they’re never going to be perceived as a security company. In terms of public perception, they’re not the best 

companies to go to for anything, because of their customer service.” 

 

 

 

2) Home Security Installers from Traditional Players 
Both sources said ADT is seeing an increase in installations; one noted a 5% increase this spring and a flat summer, while the 

other cited a recent 5% increase. ADT’s advertising campaign has ramped up, with a particular focus on Pulse and on 

reliability and safety rather than price and promotion. Pulse is becoming an easier sell because of higher awareness of and 

interest in home automation, but it is still relegated mostly to new ADT customers. One source estimated Pulse is an add-on 

for 50% of ADT’s new customers but only 10% of the company’s existing customers. The other source said 33% of new ADT 

customers choose Pulse. Both sources said cable/telco offerings are not a threat to ADT or other traditional security 

providers. They are more focused on converting their existing customers to home automation. 

 

 

KEY SILO FINDINGS 
ADT 

- 1 of 2 said ADT installations are up 5% this summer. 

- 1 of 2 said ADT installations were up 5% in the spring and are flat this summer. 

- 2 said ADT increased its advertising and marketing, particularly for Pulse. 

o Ad strategy also is shifting to focus on reliability and safety over price and promotion. 

- Pulse is becoming an easier sell as home automation is more common, though it’s still minimal for existing ADT 

customers. 

o 1 said 50% of new ADT customers sign up for Pulse. 

o 1 said 33% of new ADT customers sign up for Pulse. 

o 1 said 10% of existing ADT customers upgrade. 

- 1 said ADT is offering dealer incentives in the form of commissions to close deals. 

Competition from Cable/Telco 

- 2 said cable/telco offerings are not threatening ADT or other traditional security companies. 

- 2 said cable/telco are mostly focused on their existing customers upgrading to home automation. 

 

 

1. ADT technician in the mid-Atlantic; repeat source 

ADT installations are up 5% this summer year to year. Nearly half of all new customers add Pulse to their contracts, but 

the adoption rate is about 10% among existing customers. ADT has accelerated its advertising since January, promoting 

reliability and the Pulse service. These promotions are targeting the traditional consumer market for home security and 

are not specifically addressing potential competition from cable and telco companies, which are not considered a threat. 

ADT’s growth strategy addresses high attrition, the acquisition of more residential customers through aggressive 

marketing, and deeper penetration into the commercial market. Name recognition remains ADT’s greatest asset. 

March 10: Although ADT appeared non–customer-focused and reactive, cable’s service reputation was even worse. Pulse 

was not a growth driver but represented a very lucrative add-on sale. Cable competitors might have been interfering with 

Pulse adoption if not the core residential security piece of the business. Any headway made by nontraditional vendors in 

the security systems market was being countered by aggressive discounting. 

Oct. 7, 2013: Although rebates were keeping new competitors in check, ADT still faced significant pressure from 

traditional rivals desperate for share. Churn was accelerating after monitoring rate increases. ADT’s Pulse was not 

sweetening the deal. 

ADT 
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 “We’re doing more installations this summer than last year; it’s up about 5%.” 

 “About half of our new ADT customers add Pulse to the deal. We’ve got salespeople calling current customers, but 

they are not signing up as much, maybe one in 10.” 

 “There’s been a pretty big increase in ADT’s advertising since January. Pulse is heavily promoted because it’s a big 

profit source as an add-on.” 

 “Pulse is a good tool for the salespeople because it offsets any discount 

they might have to give on the monitoring service to close the deal.” 

 “There’s a lot of opportunity for ADT to increase their residential business 

with home automation. These systems used to be a luxury or maybe a 

novelty for some people. Now it’s affordable, and people like what it can do.” 

 “ADT tells us they’re trying to do a better job of retention. They’ve been 

losing something like one out of six customers for the last year, so it’s a 

constant effort to fill the bucket.” 

 “There’s been a bigger effort to increase commercial security installations. 

That’s a big opportunity. ADT has bought some companies this year that are 

concentrating on commercial security.” 

 “ADT is a big company, and I think they realize they have some customer 

service issues to fix. You’ve got to get a good team in place to handle 

customer calls. It just takes one bad experience and you’ve lost a customer. 

If they tell their friends, then you’ve lost another two to three customers 

before you even have a chance to sell to them.” 

 “ADT’s name recognition is the best thing they have going for them in selling to new customers. I will bet that if 

someone thinks about home security, ADT will be the first company that comes to mind.” 

Competition from Cable/Telco 

 “The cable companies and telecoms must be competing with each other. We’re not feeling a pinch.” 

 “I don’t think we’re competing for the same customers. The phone and cable companies offer really basic service. I’d 

say it appeals more to a first-time security customer.” 

 “I’ve heard from some of our sales guys that they get calls sometimes from people who have monitoring or home 

automation through their cable company, but they’re calling around to see what else is out there that’s better.” 

 “The services cost less, but you get what you pay for. Maybe one advantage in signing up new customers is they can 

just put the monitoring and automation on their bill.” 

 “Comcast is just trying to upsell their current customers with another service. I don’t think they’ve been successful 

enough to move beyond their own customers.” 

 “There’s a lot of insurance and bonding issues to deal with in the home-security business. I don’t know if some of 

these companies are really experienced enough to handle that kind of liability. If your cable service goes down, does 

your home security go down as well?” 

 “I’ve never been to a home that had a cable security system already installed.” 

 “They might be doing some business with home automation, but reliable security monitoring just isn’t there yet. 

Consumers who do their homework already know that.” 

 

 

2. Technician for a Northeast ADT system dealer; repeat source  

ADT installations were up 5% in the spring, likely because of consumers planning for summer vacations and knowing they 

would be away from home. Summer installations are flat year to year. ADT still has the strongest brand name in the 

business, and spends heavily on marketing its services, especially Pulse. Home automation is moving beyond a novelty to 

a perceived necessity, making it easier to sell Pulse. ADT now offers stronger dealer incentives, including better 

commissions. Cable and telco companies are not penetrating the traditional security systems market and appear to be 

marketing mainly to their own customer base. Credibility issues continue to plague them. The Comcast home automation 

service is simplistic. Low cost and the potential convenience of adding security service to a cable or telco bill are the only 

advantages to these services. When these consumers opt for security with more robust features and a track record of 

reliability, ADT will be in a prime position to pick them up. 

We’re doing more installations 

this summer than last year; it’s 

up about 5%. … About half of 

our new ADT customers add 

Pulse to the deal. We’ve got 

salespeople calling current 

customers, but they are not 

signing up as much, maybe one 

in 10. 

ADT Technician, Mid-Atlantic 
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March 10: Overall installation flow were sluggish because of bad weather, but the last few weeks of February marked an 

improvement, possibly because of more active corporate promotion or an overloaded demand pipeline. Pulse still was a 

specialized offering and had a long way to go before becoming a standard part of the ADT package. Nontraditional 

security vendors were making little visible headway in the residential market. 

Oct. 7, 2013: Demand for new residential and commercial security systems was weak across the board. Nontraditional 

vendors might have been getting better traction with their home automation packages, but their market presence 

remained minimal in terms of security. 

ADT 

 “Our installations were up about 5% in the spring. I think customers were 

probably thinking about summer vacation, being away from home, and 

decide to get a security system up and running. Installations this summer 

are about the same as last summer.” 

 “ADT is stepping up their advertising—Pulse, in particular. It’s a good service, 

works smoothly with your smartphone. The cable version is weak; really no 

features to go with the service, which is just an IT camera you can view on a 

phone.” 

 “People will call asking about Pulse, and that usually gets them in the door. 

About a third of our new customers add Pulse to the deal. That’s new 

customers though. Current customers generally seem happy with what they 

have, and it’s harder to go back to them and offer another new thing.” 

 “ADT is growing on the commercial security side, but the residential 

business is still huge.” 

 “Their customer turnover is about 15% a year, which is not good. We have 

some customers who saying they are switching based on price or they want 

to try a different company. It’s usually Vivint or [DirecTV’s/DTV] LifeShield.” 

Competition from Cable/Telco 

 “The security offerings from cable companies and telecoms are next to 

worthless. The equipment isn’t very good, and it’s entirely dependent on 

their infrastructure. Consumers know very well that cable service is 

unreliable, and I don’t think people who are serious about protecting their 

home will let a cable company handle that for them.” 

 “These companies might be successful with their home automation services. First-time customers might like the 

novelty of turning on the lights with their smartphone, but that’s about it.” 

 “Their main advantages are a lower price point and the service can be added to your bill.” 

 “I’ve heard some of these companies play up the fact that you’re not locked into a long-term contract. But ADT offers 

month-to-month contracts, so I don’t see where these competitors have an advantage.” 

 “We’re not losing any business to Comcast or Time Warner or any other of these cable companies. They have to be 

reaching out to their own customers. That’s fast and easy.” 

 “Their customers are not our customers. Never have been.” 

 “In time we might pick up some of these customers once they’ve tried a cheap security system and they’re ready for 

something better, something they can really depend on. I think ADT will be the first company they look at.” 

 

 

 

3) Home Security System Dealers from Cable and Telco Companies 
All three sources reported an increase in demand for their home automation services; one said demand has doubled off a low 

base, while another estimated a 15% increase. Home automation far outpaces home security offerings, and one source said 

he signs up four automation customers for every security customer. Services are gaining momentum based on substantial 

advertising and marketing campaigns that are finally paying off; most customers already are receiving the triple-play service 

and are attracted to the bundling option. Two sources said they are not taking customers from ADT or other traditional 

security providers, while one said she is luring people over from ADT. One source said Pulse is attractive to new ADT 

customers, but another doubted existing customers are upgrading to the automation service. 

ADT is stepping up their 

advertising—Pulse, in 

particular. It’s a good service, 

works smoothly with your 

smartphone. The cable version 

is weak; really no features to go 

with the service, which is just 

an IT camera you can view on a 

phone. … About a third of our 

new customers add Pulse to 

the deal. That’s new customers 

though. Current customers 

generally seem happy with 

what they have, and it’s harder 

to go back to them and offer 

another new thing. 

Technician  

 Northeast ADT System Dealer 

http://www.lifeshield.com/
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KEY SILO FINDINGS 
Cable/Telco 

- 3 of 3 said their home automation orders are climbing from earlier in the year: lower cost, advertising, ability to 

bundle. 

o 1 said orders are up 15%. 

o 1 said orders are twice as many vs. 1H14 though off low base. 

- 1 does 4 automation installs for every 1 security system. 

- 1 said home security is marginal part of business. 

- 1 said the majority of customers already have cable service triple-play. 

- 1 said their promotion price increases 33% when it settles into regular monthly charge. 

ADT 

- 2 said they are not taking customers from ADT or other traditional security companies. 

- 1 estimated ADT customers are defecting to other traditional security providers instead. 

- 1 reported taking from ADT based on lower cost and shorter contracts. 

- 1 said Pulse is helping ADT sign up new customers. 

- 1 said Pulse is not a draw for existing customers to upgrade. 

 

 

1. Technician for a cable security provider; repeat source  

Home automation installations exceed security installations 4-1 for this service technician. Installations of the provider’s 

automation service are up 15% since January. A major selling point is the lower cost, which may be half as much as the 

monthly service fee charged by a traditional security player. Most new installations are the homes of existing subscribers. 

The company is interested in working with home builders and apartment-complex developers on installing automation 

and security systems at the point of construction. ADT remains the most widely recognized company in the security 

business, and pursues customers with a higher net worth. Competition for residential customers will only intensify as 

cable and telco companies expand their reach beyond current subscribers. 

March 10: Security installations were extremely rare. This source was unsure the service was promoted in his region. 

Nearby metro areas lent additional support on occasions when local technicians need to maintain, repair or install the 

equipment. ADT had a far bigger footprint in this business. 

Cable/Telco 

 “I’m doing probably four times as many automation projects as home 

security, but when we get a job for a security installation, the customer 

almost always adds automation to the package.” 

 “Automation service has picked up quite a bit since the first of the year, 

maybe 15%.” 

 “Our services start at about $35 a month, which can be half as much as 

some of the well-known security companies.” 

 “For the price, I think our systems deliver value. There are some differences 

from ADT. Our system sends a text message to the customer’s phone if 

someone triggers the alarm. It doesn’t automatically notify the police. You 

can place an emergency call from the keypad inside the house.” 

 “Most of the houses I service already have triple-play with us.” 

 “The advertising is mostly direct mail. Customers get a dedicated offer mailed to them usually once a month, and 

there’s usually a flier that comes in the bill.” 

 “I’ve seen advertising on TV stations for our security and home automation service.” 

 “I haven’t seen any ADT equipment, keypads, things like that at any of the homes I’ve serviced. I think we must be 

getting customers who are new to home security. It’s a relief because I haven’t been asked to hook up one of our 

systems to an existing camera mounted under the eaves outside or anything like that.” 

 “I think our equipment is a little better than when we started out.” 

Automation service has picked 

up quite a bit since the first of 

the year, maybe 15%. … Most 

of the houses I service already 

have triple-play with us. 

Technician, Cable Security Provider 
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 “We have a basic monthly price for the service fee, but there are a lot of options that can be added at the point of 

installation to make a bigger sale. There are several package deals or people can add items a la carte, like an 

outdoor camera, motion sensors, a thermostat control.” 

 “If you have a big house, it’s definitely going to cost more than the promotional price.” 

 “One of the things we are looking at is new housing developments and apartment complexes, condominiums. 

Developers want these properties cable-ready, with high-speed Internet ready to go. We want to add [our] service 

and equipment to that mix at the point of construction. In an apartment complex, the equipment costs can be 

factored into the rent and the renter can pay for the monthly maintenance fee, or that could be included as part of 

the features in the apartment complex.” 

ADT 

 “ADT is the best-known name in the business.” 

 “They’re looking at customers with a higher net worth.” 

 “ADT advertising is all over the place.” 

 “I haven’t had any customers tell me they used to have ADT. Most of the 

homes I go to have never been set up for security monitoring before.” 

 “Pulse is probably helping ADT draw more new customers. I think it’s easier 

to add a service at the beginning than to go back and resell a customer 

later.” 

 “The thing with ADT is they advertise a lot to get new customers, but I think 

just about anyone who might need home security has already heard of ADT. To me, that suggests there’s more and 

more competition for residential business.” 

 “I have heard that ADT has 100% customer turnover every six to seven years.” 

 “ADT is seen as being on the upper end of the home security spectrum. Cable companies like ours are getting a fair 

number of entry-level customers, people who’ve never had a home security system before.” 

 

 

2. Technician for a cable security provider; repeat source  

This source is running twice as many monthly service calls for home automation systems as he was at the beginning of 

the year, but at five to six orders per month, the numbers are still low. Orders for security systems are up marginally, but 

still represent half the volume of home automation installations. After persistent direct-mail marketing to existing 

customers, his company is beginning to gain traction with home automation and security. TV advertising also promotes 

the services as part of the total package, with various discounts in place. Once the introductory period expires, monthly 

rates spike 33%. The source’s company is not taking customers from ADT. More likely, former ADT customers are 

switching to other pure-play security companies such as LifeShield, Vivint and FrontPoint Security. ADT uses Pulse as an 

incentive to close the deal on its security packages for new customers. However, Pulse is not a standalone service and is 

not a draw among existing ADT customers. 

March 10: Security installations had picked up since late November. Customers tended to be existing cable or broadband 

subscribers with no legacy security equipment on their premises. ADT was a leader in the space. 

Cable/Telco 

 “I’m servicing five to six tickets a month for home automation orders—about half as many for the security system.” 

 “It’s about twice [the volume] I was handling at the start of the year.” 

 “It took awhile for us to make an impression with the advertising. They send out an awful lot of direct mail, and more 

materials about the service come with every bill. I think customers just finally took a look and got interested.” 

 “All of the security services from cable companies and phone companies are bundled as part of the bill.” 

 “We run a special price; it’s about $30 a month for the first two years for any customer who already has triple-play. If 

you don’t have triple-play, the introductory price is good for six months. After that, the price goes up to $40 a month.” 

 “There are a lot of different installation packages with different equipment. They used to run a special on the 

installation, but now it’s $100 to $300 for an install depending on the package. It’s an all-day job.” 

 “Some of the specials include the equipment at no cost with a three-year contract.” 

 “I haven’t made a service call to any house that had other security equipment besides ADT already installed. Those 

were all automation projects.” 

I haven’t had any customers 

tell me they used to have ADT. 

Most of the homes I go to have 

never been set up for security 

monitoring before. 

Technician, Cable Security Provider 

http://www.frontpointsecurity.com/
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 “Almost all of my calls have been for customers who already have our service.” 

 “We haven’t changed any of the equipment we use. I think we’ve gotten more efficient with the installation.” 

ADT 

 “More people know ADT than any other security system.” 

 “ADT does a lot of advertising, but maybe you tend to notice it more if you 

work in this business. They’re on TV a lot. I hear their commercials on the 

radio too.” 

 “We are always hearing that ADT has to do a lot of advertising because they 

lose a lot of customers every year, like 15% or more.” 

 “They must be spending a lot of money and putting in a lot of effort to 

replace those customers who leave. When you lose a customer, it’s usually 

for one of two reasons: Either they are unhappy with the service or their 

experience dealing with you, or they are price-shopping. Some people might 

cancel their home security when budgets get tight, but I’m thinking if you 

can afford home security in the first place, the cost may not be an issue. It’s 

finding a better deal for the same quality of service that makes customers 

want to switch.” 

 “I don’t think we’re picking up ADT customers, not for security systems 

anyway. I’ve done two service calls where someone already had ADT 

equipment in the house, and all I did was a home automation install. Maybe 

they didn’t know about Pulse.” 

 “Pulse is good, maybe not as a standalone service but as part of ADT’s 

security package. You get the home automation along with security 

monitoring. With new customers, it probably helps close the sale.” 

 “ADT is probably more in direct competition with LifeShield, FrontPoint, Vivint, the pure-play security companies.” 

 “We are always advertising. Our current customers get material in the mail just about every month. There’s a lot of 

advertising on TV as well. The idea is to get our service added to triple-play, or get new customers who want cable TV 

to sign up for the whole package.” 

 “ADT offers different kinds of discounts, either on the installation or a special price on monthly monitoring. Once 

you’re face-to-face with the customer, that’s when you offer the extra services like ADT’s Pulse, or we’ll do a bundled 

offer or throw in some extra equipment as part of the installation.” 

 

 

3. Sales agent for a cable security provider  

This source has seen a substantial influx of customers who are switching from ADT. The provider’s advantages over ADT 

and other traditional companies include shorter contracts and the ability for clients to customize their security systems. 

The cable company has had problems with security system installation, but has since improved its practices. 

Cable/Telco 

 “We’ve had some problems with installation in the past, but it’s much better now. As call center agents, we brought 

those problems to the attention of upper management. We check up on orders because we’re paid on commission. 

But we also wanted to get those problems fixed.” 

 “I think our product is better than ADT’s. Our program has a lot of 

advantages [over traditional systems]. It’s a wireless program, so there’s no 

drilling required. You can take it with you when you move, and we’ll help you 

set it up in your new place. “ 

 “Another advantage is that you can customize the security system and 

make it your own. And our contract is for three years, while some traditional 

contracts are for five.” 

ADT 

 “We are getting a lot of people switching over from ADT. I can’t give you the 

numbers, but it’s a lot.” 

 “We are doing more business this year compared to last year, definitely. 

I don’t think we’re picking up 

ADT customers, not for security 

systems anyway. I’ve done two 

service calls where someone 

already had ADT equipment in 

the house, and all I did was a 

home automation install. 

Maybe they didn’t know about 

Pulse. … ADT is probably more 

in direct competition with 

LifeShield, FrontPoint, Vivint, 

the pure-play security 

companies. 

Technician, Cable Security Provider 

We are getting a lot of people 

switching over from ADT. I can’t 

give you the numbers, but it’s a 

lot. 

Sales Agent  

Cable Security Provider 
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Does that affect ADT? All I know is that we’re getting a good number of their customers.” 

 “I’m not sure why all of them are making the switch, but the main reason seems to be they’re not happy with the 

customer service.” 

 

 

 

4) Online Consumer Survey 
Blueshift’s survey of 120 U.S. home security subscribers found cable and telco companies gaining more share than in our 

March survey. Also compared with March, consumers now are more trusting of cable/telco companies, and ADT adoption has 

slowed. More customers are switching security providers or expect to switch providers when their contracts expire than in 

March. Price, bundled offers and new products have become more important when choosing a home security system. 

 

 

Cable and telco companies are showing signs of taking some share from traditional security providers. Customers now are 

more trusting of cable/telco offerings than in Blueshift’s March survey. ADT remains the top home security system by a 

significant margin, but experienced a drop in customer usage. 

 42.6% of respondents use ADT, down from 47.9% in March. (Q8) 

o AT&T is gaining some traction as it rose 3.5 percentage points since March. (Q8) 

o Time Warner Cable IntelligentHome rose 3.8 percentage points since March. (Q8) 

 Cable and telco companies have gained the trust of more respondents during the last four months. 

o 36.8% of respondents said they trust cable and telco companies very much or completely, compared with 

23.2% of respondents in March. (Q12) 

 

More customers are switching security providers now than in March, and more customers expect to switch providers when 

their contracts expire. ADT lost the most home security owners in the past 12 months, 

 9.8% of respondents (11 of 120) switched home security services in the last 12 months. (Q13) 

o 0 respondents switched home security systems in March. (Q13) 

 Respondents are more likely to switch provider when their contract expires. (Q15) 

o 60.7% of respondents are likely to switch providers when their contract expires, compared with 43.5% in 

March. (Q15) 

 36.4% of respondents (four of 11) who switched providers left ADT. (Q14) 

 

Price, bundled offers and new products now are more enticing to customers, while the quality of the system remains the No. 1 

deciding factor. Being proactive about keeping a home safe remains the No. 1 reason to get a security system. 

 Quality of the system/company reputation remains the top reason (31.3%) for choosing a home security system, but 

has become less important since March (45.1%). (Q9) 

o Price is more important when buying a home security system (26.1%) than it was in March (18.3%). (Q9) 

o Bundled offers and new products have gained more ground in importance since March. (Q9) 

 Wanting to be proactive about keeping their home safe continues to be the No. 1 reason for adopting security 

systems since March. (Q7) 

 

Most respondents still pay less than $50 per month for security service, though the monthly price is on the rise since March. 

 The majority of respondents pay under $50 a month (66.1%), a lower number than in March (77.2%). (Q11) 

 Paying $76 to $100 a month for a home security system was more common in July (11.3%) than in March (2.9%). 

(Q11) 

 

Discounts on homeowners insurances are known and are being used by home security subscribers. 

 80.7% of home security subscribers knew about the homeowners insurance discount. (Q2) 

 76.5% of subscribers are getting a discount on their homeowners insurance due to their home security system. (Q3) 

 

Home security subscribers are homeowners, have three or four people living in their homes, and have incomes below 

$100,000. 

 95.8% of subscribers own their home. (Q4) 

http://blueshiftideas.com/reports/031404ADTsGrowthProspectsThreatenedbyTraditionalCompetitorsNotCableTelecom.pdf
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 Home security users have four (28.8%) or three (22%) people living in their homes. (Q5) 

 71.2% of home security owners have incomes below $100,000. (Q6) 

o Households with $75,000 to $100,000 are the most common adopters of home security systems. (Q6) 

 

 

1. Do you have a home security system? (120 respondents answered yes.) 

 
 

 

2. Did you know that you can get a discount on homeowners insurance by owning a home security system? 

 
 

 

3. Are you getting a discount on your homeowners insurance because of an installed home security system? 
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4. Do you own your home? 

 
 

 

5. How many people live in your home (including yourself)? 

 
 

 

6. What is your total household income? 
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7. What caused you to purchase/install a home security system? 

 
 

 

8. Which company supplies your home security? 
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9. Why did you choose your current security system? 

 
 

 

10. How long is your home security system contract? 
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11. How much do you pay each month for your home security system? 

 
 

 

12. How much do you/would you trust a cable or telco company to run your home security system? 
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13. Have you switched home security providers in the past 12 months? 

 
 

 

14. From which provider did you switch? 
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15. How likely are you to switch providers when your current contract expires? 

 
 

 

Secondary Sources 

The following 12 secondary sources discussed ADT’s growth rate, customer sign-ups, customer reviews, the Pulse service, 

and potential threats from cable and telecom competitors. 

 

 

ADT 
These three sources noted ADT’s slight revenue growth and lower margins in its most recent quarterly earnings report. It 

continues to grow Pulse service and predicts the service will significantly contribute to revenue. ADT owns 25% of the U.S. 

home security market; however, its attrition remains high and customers continue to report poor service and faulty products. 

 

June 30 Gurufocus.com article  

ADT slightly increased its total and recurring revenue, added features to Pulse, thwarted disconnects with its loyalty desk 

program, and forecast soft revenue growth for the remainder of the year. Its attrition rate may fall 20 basis points by the 

end of 2014. 

 “ADT reported total revenue of $837 million, an increase of 1.9% compared to the second quarter of 2013. 

Recurring revenue, which made up 92% of total revenue in the quarter, was $773 million, up 2.2% compared to the 

same period last year.”  

 “The company is updating its Pulse service by adding features to retain customers. The company added a health 

monitoring system to its automatic home management service. Further, it introduced new video motion sensor 

technology for Pulse.” 

 “The company’s loyalty desk program saved 70% of customers wanting to disconnect their security services. 

Approximately 30% of disconnects are due to non-payment. The company is tightening its policy and converting to an 

automatic payment system through credit cards. Currently 60% of existing and 90% of its new customers are on the 

auto-payments. The policy will stabilize customer attrition, which was leading towards revenue attrition. The attrition 

rate will be 13.7% in 2014, slightly below the expected 13.9% in 2013.” 

 “Analysts estimate that its revenue may rise from $837 million in second quarter to 849.03 million in the third 

quarter and would further increase to $874.32 million for the last quarter of the current fiscal year.” 

http://www.gurufocus.com/news/266111/security-companies-can-secure-your-money
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May 23 The Motley Fool article  

ADT maintains significant market share and recently saw improvement in its recurring revenue and average revenue per 

customer. EPS fell in the first quarter and grew, and net growth in its customer base fell. Attrition remains high.  

 “ADT owns about 25% of the highly fragmented home security market for homes and small businesses, while its 

main competitors, Vivint and Monitronics, command a mere 4% each, and about 60% of the market is controlled by 

much smaller companies. 

 “ADT’s recurring revenue grew by 4.2%, spurred by 3.1% growth in average revenue per customer. Investors focused 

more on the underwhelming 0.7% net growth in the company’s customer base. EPS also fell from $0.44 in the first 

quarter of 2013 to $0.39 in the first quarter of fiscal 2014. Second-quarter revenue grew 1.9% year over year, while 

EPS grew 19.5% to $0.49.  

 “ADT had a customer attrition rate of 13.9% in fiscal 2013. The company breaks down the figure this way: 5% of 

customers relocated, 3.6% of customers failed to renew their subscriptions and were disconnected, 3.9% left 

voluntarily, and 1.4% were lost to telco and cable companies such as AT&T and Comcast.” 

 

July 16 Consumeraffairs.com reviews  

Although ADT states its customer service has improved, recent user reviews cited poor customer service, unethical sales 

tactics, technical issues, deceptive advertising and faulty equipment. 

 “They have terrible customer service, shady business tactics and if you decide to move, beware since you will have to 

pay lots of money if you do not complete your contract. There are many other companies to use that are far cheaper, 

have better service and do not consistently rip off their customers.” 

 “I tripped the alarm and I couldn’t remember my passcode so I called my wife and was able to turn it off, however, I 

noticed ADT did not call me to check. I find out from ADT reps that they were having issues with their signal and cell 

towers and therefore could not know when the alarm goes off. They been having these issues since March 2014. I 

work overnight and depend on a security system to protect my wife and kid, and all this time there was no protection 

and ADT didn’t care to inform me that they were having issues. This left my family exposed to anything that could 

enter through that front or backdoor.” 

 “I installed an ADT Pulse system 6 months ago and had nothing but issues. The installation was OK but everything 

else was POOR. I had to deal with a very dishonest and incompetent salesperson for everything. The Pulse system is 

horrible. The picture quality is poor and it’s not very user friendly. I was going to install the system in two of my other 

businesses. Now, there is NO way. I’ve voiced my complaints to the local reps, but to no avail. Now I tell everyone I 

know what a junk system it is and how dishonest the local sales people are. Stay away from ADT.” 

 “I have a system installed by ADT that is less than a year old. There are two faulty sensors that go off constantly. I 

have tried several times to get a service call but I never am able to get a live person. After waiting three times with 

hold times of between 20 to 30 minutes I will never install another ADT system. Stay away!” 

 “For the 7 months the cellular connection has been faulty and our alarm sounds 2-3 times daily and in the middle of 

the night. ADT knows they need to update our alarm system with newer technology that is compatible with 3G/4G 

cellular networks. We have done everything possible to get ADT to resolve the problem and repair our present 

system. We are experiencing an ongoing nightmare with the lack of service and false alarms. We have asked on 

multiple occasions to have the system removed from our house but can’t get a technician to come out. They are only 

interested in what is convenient for them and do not have the customers best interest. DO NOT EVER SUBSCRIBE TO 

ADT. Absolutely horrible due to their laziness could cause a lawsuit.” 

 

 

ADT’s Pulse 
These four sources highlighted ADT relying heavily on its Pulse service to drive revenue and margin growth. Its new customer 

base has been signing up for Pulse at a higher rate than its existing base, but that gap narrowed on its most recent earnings 

call. The DIY market does not appear to threaten Pulse, but the system has received mixed reviews. Many customers are 

pleased with its automation features but are surprised that standard security features are either optional or left out 

completely. ADT’s recently announced Pulse Voice App allows users to control their components remotely from a smartphone. 

 

April 30 CEPro.com article  

http://www.fool.com/investing/general/2014/05/23/are-the-cheap-adt-shares-just-another-value-trap.aspx
http://www.consumeraffairs.com/homeowners/adt.htm
http://www.adt.com/pulse/adt-pulse-voice-app
http://www.cepro.com/article/take_rate_surges_44_for_adt_pulse_home_automation_system/
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ADT’s Pulse service now makes up 12% of its customer base, and 44% of all new customers have opted for Pulse. The 

sign-up rate for existing customers rose to 38% but continues to trail the new customer take rate. ADT’s direct sales force 

is more effective at selling Pulse than its dealer channel. 

 “According to ADT’s recent Q2 2014 financial filing, ADT Pulse clients now make up 12 percent of the company’s 

total customer base, or more than 700,000 clients.” 

 “In addition, the take rate (the percentage of security customers that opt for the advanced service) for new 

customers last quarter alone accounted for nearly half of the overall take rate, at 44 percent of new customers. That 

represents a 23 percent surge in the take rate over previous quarters. 

 “Meanwhile, upgrades to Pulse from standard security systems among existing customers also rose 38 percent.” 

 “The company also says it is taking steps to expand its dealer channel. The dealer channel drove a 36 percent take 

rate in ADT Pulse units in the quarter, up from 11 percent in the comparable period last year. Although total dealer 

channel sales production for the quarter was below last year, gross additions were up nearly 5 percent versus the 

first quarter of 2014.” 

 

May 27 CEPro.com article  

ADT has not been affected by DIY security products, and reported success and penetration with its Pulse service. 

 “ADT has basically been unaffected by the increasing number of DIY security products on the market. It also has not 

felt any wounds from the entry of the telecom and cable companies.” 

 “Finally, ADT Pulse is a huge success financially for the company across the board, now representing 43 percent of 

all systems sold.” 

 “Currently, 12 percent of all ADT customers have ADT Pulse. Among new customers only, ADT Pulse had a take-rate 

of 64 percent. ADT Pulse customers earn the company a 25 percent higher average revenue per user than security-

only customers. ADT dropped about 100 dealers who were not adopting selling the ADT Pulse system well.” 

 “DIY products are more complementary than cannibalistic in terms of their effect on ADT. ‘Saying that DIY apps will 

significantly cannibalize ADT’s potential customers is a bit like saying that a new model of the Kia Rio will 

significantly cannibalize sales of the BMW 3-series.’” 

 

June 4 Reviews.com article  

ADT’s Pulse strengths and weaknesses are reviewed. Many components that are included as a standard in ADT’s other 

systems either are not included in Pulse or are just optional. 

 “ADT Pulse strengths include an abundant amount of home automation features, a well-organized online portal, 

interactive touch screen, and the stability of the ADT brand behind it.”  

 “ADT Pulse weaknesses include its missing glass break and recessed door sensors, lacking pan-and-tilt or outdoor 

cameras, typical standard features that now come as options, and higher installation fees.” 

 

June 30 Zion Security Alarms blog  

ADT is first to market for a voice-controlled app that can control security system components from a smartphone or 

tablet.  

 “The release of ADT’s Pulse Voice App makes ADT the first to market for a voice controlled app for a smart home and 

security system. No doubt other smart home competitors will follow, but it always feels good to be first.” 

 “The ADT Pulse Voice App will recognize your voice and phrase and log you in. Once you are logged in you can change 

the temperature, turn off a light, lock a door, and even arm the security system.” 

 

Cable/Telco 
These four sources centered on cable and telco companies investing in innovations and technologies to help them penetrate 

the home security market. Verizon Communications Inc. (VZ) has teamed up with GreenWave Systems, Apple Inc. (AAPL) 

announced its entry to the market with HomeKit, and iControl Networks will market directly to consumers instead of just 

serving cable and security companies. Cable/telco companies have yet to materially bite into ADT’s market share, but experts 

predict they will be extremely price-competitive once they gain momentum.  

 

 

 

 

http://www.cepro.com/article/report_adt_pulse_is_on_a_roll/
http://www.reviews.com/home-security-systems/adt-pulse/
http://zionssecurity.com/blog/
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March 19 Fiercecable.com article  

Just after announcing it was leaving the home automation business in February, recently filed documents at the FCC 

show Verizon teaming up with GreenWave Reality to expand its FiOS Quantum Gateway capabilities that now support TV 

and recording components. 

 “Verizon may be preparing to deploy a FiOS Quantum Gateway and Zigbee home automation module supplied by 

GreenWave Reality according to FCC test documents.” 

 “GreenWave VP Freddie Fong asked the FCC in a letter to not release photos and the user manual for Verizon’s FiOS 

Quantum Gateway until June 30.” 

 “The gateway can support both the Z-Wave and Zigbee wireless protocols that are used in home automation devices 

such as smart thermostats and light bulbs, according to the document.” 

 

June 3 LightReading.com article  

Apple joined cable companies AT&T and Verizon when it introduced its new product HomeKit at its developer’s 

conference in June, which is a platform that will control devices in the home such as light bulbs and door locks. 

 “Apple is ready to join the home automation wars. It’s staking out a claim that falls somewhere between the cable 

and telecom companies, which want to sell home automation as a managed service, and the retail brands, which 

would prefer that consumers take a more do-it-yourself approach to smart home living.” 

 “Apple introduced HomeKit, a platform for connecting and controlling smart home devices through an iPhone or 

iPad. Apple is in the process of certifying hardware partners such as Koninklijke Philips Electronics and Honeywell 

International and it plans to position itself as the glue that makes devices like smart light bulbs and connected door 

locks work together.” 

 “So far, iControl Networks Inc. is the primary platform of choice used by cable companies. On the telco end, AT&T 

has built its Digital Life service on Cisco technology, and Verizon Communications is reportedly ready to jump back 

into the fray with a new platform provided by GreenWave.” 

 

April 14 Twice.com article  

iControl Networks, a supplier of home automation platforms to cable operators and monitored-security companies, now 

plans on marketing home automation and security systems directly to customers through its website and retail outlets. 

 “iControl Networks, plans to offer a self-installed home automation/security system through brick-and-mortar and 

online retailers. iControl currently offers three platforms to cable companies, telcos and monitored-security 

companies, one of which enables self-installation by consumers.” 

 “The company’s fourth platform is incorporated in its Piper system, which offers a Piper hub and companion Z-Wave 

enabled accessories and are available direct to consumers at GetPiper.com.” 

 “The Wi-Fi- and Z-Wave-enabled Piper hub incorporates high-definition wide-angle pan-and-tilt camera with zoom. It 

also incorporates motion detector, noise-sensing microphone, indoor/outdoor temperature sensors, and a humidity 

sensor. It connects to hundreds of Z-Wave-enabled accessories, including door and window sensors and smart plugs 

to control table lamps, the company said. The hub and accessories can be monitored and controlled via 

smartphones, which also receive alerts and display the hub’s camera video.” 

 “We just launched it to the end user, and I expect to see it in multiple distribution outlets, including brick-and-mortar 

and online.” 

 

April 25 Morningstar.com article  

ADT dominates the security market and does not have any competitors near its size or share of market. This may change 

within the next few years as large cable and telco companies enter the security space.  

 “ADT’s market share is approximately 6 times those of its next-largest competitors, Vivint.” 

 “Large companies that could potentially threat ADT as they launch their own home-automation systems are Verizon, 

DirectTV, Comcast, Cox, and Time Warner.” 

 “New entrants’ pricing and terms are materially more attractive than ADT’s. Competitors’ offerings tend to carry like-

for-like lower installation costs, lower monthly charges, and shorter contract terms. The ability to bundle home 

security with existing cable, Internet, voice, or wireless services brings even more savings over ADT.” 

 “Profit maximization in home monitoring may not be the ultimate goal for many of the large cable and telecom 

companies, either. The battle for customers is especially intense in the mature cable and telecom industry. Adding 

home monitoring to an existing package should further entrench the overall relationship and thus reduce customer 

churn.” 

http://www.fiercecable.com/story/greenwave-reality-builds-fios-quantum-gateway-verizon/2014-03-19
http://www.lightreading.com/services/broadband-services/apple-joins-home-automation-wars/d/d-id/709302
https://developer.apple.com/homekit/
http://www.twice.com/news/news/icontrol-target-retail-diy-home-automation/43960
http://getpiper.com/
http://morningstar.com/
http://ibd.morningstar.com/article/article.asp?id=644538&CN=brf295,http://ibd.morningstar.com/archive/archive.asp?inputs=days=14;frmtId=12,%20brf295
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 “To stem price-comparison shopping, ADT recently removed pricing from its website. Potential customers are now 

more likely to first learn of its pricing when an ADT salesperson or authorized dealer surveys the home and presents 

homeowners with their security options.” 

 

 

 

Additional research by Diana Hembree and Steve Evans 
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