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Abstract

E-sports market has been growing at a rapid pace over the last few years in terms of viewership, revenues
and the number of games that can be played competitively. This thesis presents the analysis of global e-
sports market between 2014 and 2019. The key elements analyzed in the thesis include sources of revenue
such as ticket sales, live streams and advertising, geographical segmentation of this market and possible
directions of the future development. What is more, the analysis also includes the most popular video
game genres, leading vendors, most successful e-sports teams and largest broadcasters. The concluding
part of the thesis is focused on comparison between two large video game developers — Activision
Blizzard and Ubisoft Entertainment. The analysis of financial performance and strategic actions taken by
those companies shows that it is necessary to make substantial investments in developing e-sports games
and hosting tournaments in order to attract gaming enthusiasts and obtain strong competitive position on
the market in the upcoming years. As a result of incorrect strategic decisions Ubisoft Entertainment
currently is not present among e-sports market leaders. That is why there are recommendations for this
company described in the thesis that might prevent it from achieving negative financial results in the
future. The recommendations include development of a new, simple, free-to-play collectible card game
that could be played competitively during tournaments, introduction of frequent bug fixing patches for
Ubisoft’s digital distribution platform named Uplay and increased presence in social media and live
stream channels. In order not to be dependent to a large extent on sales results of new games and maintain
stable revenues, the company might also consider introduction of cross-platform free-to-play games
based on the system of micro transactions.
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Streszczenie

Rynek sportu elektronicznego (e-sportu) charakteryzowat si¢ wysokim tempem wzrostu w ciggu ostatnich
lat pod wzgledem ogladalnosci, przychodéw oraz liczby gier, w ktéorych mozna wspdtzawodniczy¢.
Niniejsza praca przedstawia analize globalnego rynku e-sportowego w latach 2014 — 2019. Kluczowe
elementy przeanalizowane w tej pracy obejmuja zrodta przychodow takie jak sprzedaz biletow, transmisje
na zywo 1 reklamy, segmentacj¢ geograficzng tego rynku oraz mozliwe kierunki rozwoju w przysztosci.
Co wigcej, analiza obejmuje rowniez najpopularniejsze gatunki gier video, czolowych producentow,
najbardziej utytutowane druzyny sportu elektronicznego oraz najwigkszych nadawcow. Koncowa czgsé
pracy skupia si¢ na poréwnaniu dwoch duzych wydawcow gier video — Activision Blizzard oraz Ubisoft
Entertainment. Analiza wynikéw finansowych i dziatan strategicznych podjetych przez te firmy pokazuje,
ze koniecznym jest poczynienie wysokich inwestycji w rozwoj gier e-sportowych i organizowanie
turniejow, aby przyciagna¢ pasjonatow gier i zdoby¢ silng pozycje na rynku w nadchodzacych latach. W
wyniku podjecia niewtasciwych decyzji strategicznych Ubisoft Entertainment obecnie nie znajduje si¢
wsrod liderow rynku e-sportowego. Z tego powodu w pracy zostaly przedstawione rekomendacje dla tej
firmy, ktore moga ja uchroni¢ od osiggniecia negatywnych wynikéw finansowych w przysztosci.
Rekomendacje dotycza produkcji nowej, prostej gry karcianej typu free-to-play, w ktérej mozna
wspotzawodniczy¢ podczas turniejow, udostepniania czgstych tatek poprawiajacych biedy w platformie
cyfrowej dystrybucji firmy Ubisoft o nazwie Uplay oraz zwickszenia obecnosci w mediach
spotecznosciowych 1 kanatach transmisji na zywo. Aby nie by¢ zaleznym w gldwnej mierze od wynikow
sprzedazy nowych gier i utrzymywac stabilne przychody, firma moze rowniez rozwazy¢ wprowadzenie
wieloplatformowych gier typu free-to-play bazujacych na systemie mikro transakcji.

Slowa kluczowe

e-sport, gry video, analiza rynku, ekonomia do§wiadczen
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1. Introduction

The purpose of this thesis is to analyze variotferdint areas of the global E-Sports market. The
analysis will include Porter's five forces methampl. Three main geographical segments
analyzed in the paper are Americas, Asian-Paatiigan (APAC) and Europe-Middle East area
(EMEA). Leading counties from each region, that aharacterized by high awareness and
popularity of E-Sports, will be described in moretails. The analyzed countries include the
global E-Sports market leader — the United Stdatesmarket with the biggest amount of gamers
and highest popularity of mobile E-Sports — Chitieg birthplace of electronic sports — South
Korea and a European country with big percentaggashing enthusiasts — Sweden. Most
frequently played gaming genres including MOBA, FRel RTS will be analyzed in terms of

their market share, current valuation and growtd rathe upcoming years. Moreover, this thesis
will present main sources of revenue - advertistiaet sales and live streams - for companies
present on the E-Sports market. This section Wab anclude the emerging electronic sports
betting sector, prize pools dedicated for winniegmis and description of the first school in
Poland that has the E-Sports profiled class inofter. Furthermore, there are seven leading
vendors described in the next part of the papen tié exclusion of Activision Blizzard that is

discussed in the concluding part. The leading dgek include for example Riot Games which
is the producer of the most well-known E-Sports gamthe world — League of Legends or

Valve Corporation that hosts tournaments with tighést prize pools in the E-Sports history.

Subsequent sections will present the most sucddssims, most important tournaments together

with their prize pools and major E-Sports broadsast

Comparison between two leading video game venaworss the concluding, empirical part of the
thesis. The financial performance of ActivisionZlard, that has been focusing more attention
over the last few years on developing games treasaitable for E-Sports competition, will be
compared with the results achieved by Ubisoft gats more attention to developing numerous
sequels of their games. The thesis will presenteffects that the introduction of very popular
competitive games like Heroes of the Storm, He&otlesand StarCraft 1l had on the performance
achieved by Activision Blizzard. Potential negataféects of Ubisoft not investing into E-Sports
will also be examined. The main question that thesis aims to answer is whether involvement

in electronic sports has a crucial effect on theral condition of gaming companies and

4
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popularity of their products and whether is it pbkesto neglected this area and still perform well
on the video games market. Finally, there willreeommendations presented that concern the
future decisions that the company, which does edbpm well, might be willing to take in order

to maintain their competitive position on the gagimarket.

1.1 Definition

E-sports definition that can be found in the Oxf@dtionary reads that this type of sport
involves multiplayer games that are played comipetit by professional players for spectatbrs.
In short, E-Sports is aimed at creating entertaimtrualue through competitive video games. It is
becoming a global phenomenon and allows peoplajmyavatching games played by the best
professional gamers from around the globe andaml&om them. E-Sports market is gaining a
growing popularity all around the world. Gamingne longer perceived simply as a pastime
activity but also as a way for the “e-athletestriake a living. It is also considered by as the most
popular online pastime in the world. However, maegple continue to question whether eSports
can be perceived as a sport in a first place. Alingrto the critics mouse clicking and typing on
a keyboard cannot be compared to the physicalte#quired in conventional sports. Roland Li -
the author of “Good Luck Have Fun: The Rise of a&jdook claims that E-Sports should not
be treated in a different way than chess, poké&ABCAR. All these disciplines are transmitted
via ESPN which is an American sports channel tlaatlaunched the special E-sports section on
their website in January 20%6.The idea of E-Sports also fits very well in thencept of
experience economy. As the name indicates this eegis not solely focused on selling goods
and providing services but rather on selling exgeres to other people. That is why vendors and
game developers strive to create the impressiaighke audience desires in order to build strong
and positive experiencés.

Even though the growing popularity of E-Sportstill gery controversial and incomprehensible
to many, it is proven by the history of humanitwattipeople like watching others play games.
Board game of Patolli that was played by Mesoamesapproximately 200 years B.C. can be

perceived as the first recorded case of a gamehedtioy an actual audience.

! Oxford Dictionaries, http://www.oxforddictionariesm/definition/english/e-sport (20.08.2016).

2 R. Li, Good Luck Have Fun: The Rise of eSports/ikse Publishing, Inc., 7 June 2Q1.64.

¥ B. J. Pine Il, J. H. Gilmore, Welcome to the Exgece Economy, https://hbr.org/1998/07/welcomehim-t
experience-economy (07.06.2016).
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Image 1. Macuilxochitl spectating a game of Patall

!
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Source: S. Llamas, eSports: Where are the big spams?, http://www.gamesindustry.biz/articles/2015-1-D3-
esports-are-big-advertising-should-be-bigger (20.08016).

The picture above presents Macuilxochitl, the Azied of games, art, dance, beauty song and
flowers’, who is observing people playing a game of PatGiier centuries we have progressed
from physical games to digital ones. It requiretidduction of advanced computers and there are
many people, who claim that this were the video emrhat led to the birth of the personal
computer, not the other way round. As Eric Zimnaer Arts Professor at the NYU Game Center,
stated - the previous centuries were defined bgnsaand novels but this century will be the one
defined by games.

“ M. Cartwright, Ancient History Encyclopedia - XdpHli, http://www.ancient.eu/Xochipilli/ (20.08.215).
® E. Zimmerman, H. Chaplin, Manifesto: The 21st Qepwill Be Defined By Games, http:/kotaku.com/rifasto-
the-21st-century-will-be-defined-by-games-1275356¢20.08.2016).

6
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1.2 Market summary

As it has been already mentioned in the previousgraphs E-Sports market is expected to
achieve very high rate of growth in the nearestiriit In the period that was chosen for this
analysis it is expected that the level of compatitbetween vendors present on this market will
be very high. E-Sports market can be describech &xtmemely fragmented one. Due to very low
entry barriers we can observe a growing numberes¥ developers, who decide to enter this
market. The importance of console gaming in thepBrS market has been systematically
increasing. There are also new, very original mamgestrategies introduced by the vendors that
are aimed on increasing sales of games. Finaklyetare many leading producers, who were able
to gain a very strong position on this market. Tiedhe reason why it is not likely that there will

be any major changes which could threaten thetteleship in the analyzed period.
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1.3 Target audience

Even though it is generally assumed that most éSmmthusiasts are PC gamers, the research
conducted by Nielsen Media Research gave diffeestlts. As shown in the picture below, only
35% of the eSports fans in the United States UB€ as their primary gaming platform. Consoles
were chosen by 78% of the analyzed group. It isthvtir mention that almost a half of gamers
use the newest generation of consoles that indRl@gStation 4, Xbox One and Wii U. What is
more 10% of eSports fans in the United States dplay any games themselves - they choose to
watch competitions involving professional gameiise Dest proof supporting the assumption that
gaming became a spectator activity is the factakiat 40% of the global eSports viewers do not

play any games from the list of top 10 gaming ftases®

Chart 1. Gaming platforms chosen by eSports fans.

.

7% OF ESPORT
FANS WHO PLAY
GAMES ON...

ANY SYSTEM

I, © O 7-
10% ANY GAMING CONSOLE
of eSports (PS3, Xbox 360, Wii, PS4, Xbox One, Wii U)
fans are [ WA

Non-Gamers!

8TH GEN GAMING CONSOLE
(PS4, Xbox One, Wii U)

I 407,
ANY MOBILE OR TABLET DEVICE
I © 57

COMPUTER/PC
I 357

Source: Nielsen Media Research eSports Report, htfpwww.nielsen.com/us/en/insights/news/2015/us-es{s
fans-arent-just-pc-gamers.html (09.09.2016).

® Newzoo, The Global Growth of Esports,
https://images.eurogamer.net/2014/dan.pearson/Nevizzeview_Images_Global_Growth_of Esports_Report_V4
pdf (09.09.2016).
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When it comes to the demographical profile of apa® fan it is presented in the picture below.
According to the research, fans of electronic spaente young males — over 34% are aged
between 25 and 34 years old. Total household inconwase of eSports fans is estimated at
$64.9 thousand in 2015 which is approximately 1086enthan the mean total household income
of all gamers in general. If we take the race ahdieity into consideration it turns out that much

higher percentage of Asian people are eSports(ft®) than gamers (5%). It makes this racial
group different than the rest that were analyzedere the number of fans and gamers is very
similar. This may be linked to the fact that Asahe birthplace of eSports which is very popular
among local peoplé Furthermore, in 2014 it was estimated that 29%Syorts enthusiast had a

budget for a headset of over $100 compared to 1381 gamers and 53% of enthusiasts had a

full-time job as compared to 37% of total populatio

" Nielsen Media Research, U.S. eSports fans anestt§C gamers,
http://www.nielsen.com/us/en/insights/news/201¥gperts-fans-arent-just-pc-gamers.html (09.09.2016)
8 Newzoo, The Global Growth of Esports,

https://limages.eurogamer.net/2014/dan.pearson/Nevizreview_Images_Global_Growth_of Esports_Report_V4
pdf (09.09.2016).




16f 4e767a9cd5e178d05255e60df 38c6
2016- 09- 14 10: 25: 19
13 / 114

Chart 2. Comparison between eSports fans and the geral population of gamers.

w
- N
O oo
-

Source: Nielsen Media Research eSports Report, htipwww.nielsen.com/us/en/insights/news/2015/us-esso
fans-arent-just-pc-gamers.html (09.09.2016).

1.4 Market components

There are six most important building blocks of &#&ports market presented on the graph below.
First of all, there game developers and publisb&lwe broadcasts. There are also gaming teams
of different sizes that include gamers and coachies.teams compete within several big leagues.
Furthermore, there are big eSports events withtanbal prize pools that attract both players and
consumers. Finally, there are big brands includimgducers of gaming equipment and the
biggest companies in the world like Red Bull theg mvolved in sponsorships and organization

of tournaments.

10
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Image 2. Elements of competitive gaming.

A ) %
2R H D YfllD ~=veu
e.g.

- ALl =~ v,

- AL -~ e.g afreeca™sd
% AMATEUR ZESL
> COMPETITIVE GAMING

nvi

Channels

[ 1
2g°

e.g.
Teams Publishers

E
PROFESSIONAL VALV
COMPETITIVE GAMING

'
- 1
[ 1
1
T
’ ACTIViSion
N o BUZARY
NTc °8 ®
1’”—'“’“—5

'BEACH

WA RGAMK& NET

L4
©2015 Newsco

-~ ¢' £
eg ) -~ ’ » 'g‘
— - S - - -
e x7mee I Semm="
aen '.{'///// rnational

Source: Newzoo, The Global Growth of Esports,
https://images.eurogamer.net/2014/dan.pearson/NewaoPreview_Images_Global_Growth_of Esports_Repor
t_V4.pdf (09.09.2016).
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1.5 Games market size

Chart 3. Games market per screen in 2016.

‘ 2016 GLOBAL GAMES MARKET

PER SCREEN & SEGMENT WITH YEAR-ON-YEAR GROWTH RATES
newzoo

ENTERTAINMENT SCREEN ©2016 Newzoo COMPUTER SCREEN

fi/sy.?sn Ll In 2016, mobile games

+2.1% YoY o
will generate
29%

CASUAL
WEBGAMES n
|

-
or 37% of the global

HANDHELD
GAMES

2016 TOTAL

$99-63n PC/MMO GAMES

TABLET GAMES
market.
+8.5%
YoY

FLOATING SCREEN PERSONAL SCREEN

$11.6Bn $27.1Bn

+6.4% YoY s +23.7% YoY

Source: ©Newzoo | @2 2016 Update | Global Games Market Report Premium
newz00.com/globalreportpremium/ newzoo

Source: Newzoo, The Global Growth of Esports, httpgnewzoo.com/insights/articles/global-games-market
reaches-99-6-billion-2016-mobile-generating-37/ (0®.2016).

The picture above presents the worth of the glelaEdo game market per system. The total value
of this market as of 2016 was estimated to be $BBli6n. The market achieved 8.5% growth
year-over-year from 2015. Two biggest segmentshis tmarket are computer screens that
accounted for $31.8 billion of the total worth agatertainment screens (gaming consoles) with
$29 billion result. PC and MMO games form the maatiable category in the computer screen
segment which is estimated at $26.7 billion. Peab@treens form the third most valuable
category because of the increasing popularity cdrgghones. Finally, the last category called
floating screen with $11.6 billion was divided intwo sub-categories — handheld games ($1.8
billion) and tablet games ($9.8 billion).

12
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As shown on the chart below, the size of globalpgf& market (which is a sub-market of the
video games one) in 2015 amounted to $266.06 miliidh a growth rate of 33.15%. It was also
estimated in the report prepared by Techrathat by 2019 this market is going to achieve the
level of $952.12 million and an increase in thevgtorate to 35.98%. The compounded annual
growth rate for the analyzed period is expectedetch 36.65%. The leading and the fastest
growing E-Sports region is The Americas followedARAC and EMEA placed third.

Chart 4. Market size and forecast 2014-2019 ($ midins).
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Source: Technavio.com, Global E-sports Market 2012019.

The E-Sports market's growth rate has reachedl#sre high in 2016 and its growth trend is
expected to persist until the end of next yeais &stimated that in 2018 the growth will slightly
drop from the level of 38.51% to 38.01%. More siigaint decrease in growth rate is estimated to
take place between 2018 and 2019 however the revenel will continue to increase over the

years.

® Technavio, Global E-sports Market 2015-2019.
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According to the Technavio analysis, the highest mmmer received as much money as a
member of the third-placed team at the FIFA WorlehpQ014. It is worth to mention that the
FIFA World Cup is placed second among most viewgalts events and is the most popular
quadrennial sports event globally. It also hasrddiager history than any of the E-Sports events
because the World Cup has been organized since. I28Wing popularity of E-Sports was
followed by legislation changes — US E-Sports gamerho represented their motherland in
tournaments abroad, have been granted the samas/is@fessional athletes since 2013. There
have also been major shifts of interest in thiskeafrom massively multiplayer online games
(MMOG) to real-time strategy (RTS) games followeg first-person shooters (FPS) and
multiplayer online battle arena (MOBA) games. Ifdeecasted that such changes in popularity of
different gaming genres will continue in the future

Chart 5. Global E-Sports market segmentation.
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A game called Dota 2 developed by Valve accountechfore than 50% of the total market’'s
revenue. The prize pool of Dota 2 InternationalscWhs an annual E-Sports event hosted by
Valve corporation in 2015 was $18.5 million. Itasmassive increase from $1.6 million prize
pool in 2011 which is a great proof for increaspapularity and profitability of this market. The
revenue per awareness ratio generated by E-Spdfte highest among all other sports.

Chart 6. E-Sports market size in 2014 and predictios for 2019.

2014 MARKET SIZE 2019 MARKET SIZE

$199.82 $952.12

MILLION MILLION

2015 MARKET GROWTH RATE 2019 MARKET GROWTH RATE

33.15% 35.98%

Source: Technavio.com, Global E-sports Market 2012019.

The growth predictions are very optimistic and gtdssumed that this market will achieve
approximately $1 billion valuation in 2019. Howeyétr should be kept in mind that some
external occurrences might inhibit the potentiaivgh. The example of South Korea can be cited
at this point. In 2009 the government introducethesdind of a “curfew” for gamers allowing
only those players, who are above 18 years oldidg pnline multiplayer games after 6 p.m.
What is more, the adults are obliged to providerttetailed personal data in order to verify if
they should be allowed to play or not. Such legsues led to a decreasing amount of
sponsorship money and reduction in popularity af/\eportant games like StarCraft. It caused
South Korea to fall behind the United States imteof eSports popularity and this country has
not been able to fully recover since tH8rThat is why such factors should be taken into

consideration while analyzing even the most optimimarket growth prospects.

19 Newzoo, The eSports Industry to date, https://m@acom/wp-content/uploads/2011/06/Newzoo-eSports-
Conference-Slides-2015.pdf (10.09.2016).
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2. Gaming segments (genres)

As show in the chart below, there are three magmnigg genres present on the E-Sports market.
Multiplayer online battle arena games are the npogtular ones on the E-Sports market with

60.31% share. They are followed by First Personodie with 17.85% share and Real Time

Strategies with 14.54% result. Other E-Sports ggngenres account for 7.30% of the total

market. The aforementioned genres will be describéke following paragraphs.

Chart 7. E-Sports games genres in 2014.
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Source: Technavio.com, Global E-sports Market 2012019.
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2.1 MOBA

This genre includes such games as League of Leg8ndte and DOTA. It is a sub-genre of real
time strategy games. In most cases there are @vostef players that compete with one another

and each player controls one charatter.

Chart 8. Revenues and growth rates of MOBA games 2@-2019 ($ millions).
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Source: Technavio.com, Global E-sports Market 2012019.

The growth rate of MOBA games is the highest amalhgenres present in the E-Sports market.
Two most popular games that dominate this genré@ague of Legends and Dota 2. According
to Technavio’s analysis, in 2014 these two gamdyg accounted for 55% of the total E-Sports
revenue. This gaming segment is gaining increasunrgbers of fans and players which leads to
substantial revenues from sponsorship and advegtidn 2012 MOBA games took over the lead

of the market that previously was dominated byt fierson shooters.

™ Encyclopedia Gamia, Multi-player online battlersaersideo games, http://gaming.wikia.com/wiki/Multi-
player_online_battle_arena_video_games (19.07.2016)
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One of the reasons why this type of games has g@i@mg so much popularity over the years is
its focus on the team play aspect. Coordination aalesion between team members is
mandatory for a team to be successful in this gdaverybody plays a unique role and every
weak link can be easily spotted and exploited by ¢imemy team. MOBA games are very
immersive and engaging because they require cdrnstammunication between team members in
order to reach the ultimate goal.

An interesting factor that makes the business amdirgg worlds similar is the fact that in both
cases there are certain barriers to entry. Howevleen it comes to gaming, such barriers do not
include tax benefits for established companiesndidentity or patents? Entry barriers in this
case are understood as hardware requirementsabatd be met in order to play a certain game.
MOBA games in general are characterized by lowidarto entry and can be played on an
inexpensive system. This factor contributed to ridq@d growth of MOBA games in Southeast
Asia, where state-of-the-art gaming PCs are treased luxury and many people simply cannot
afford to purchase them. New players can also fimdtiple opportunities to practice, so that
eventually they can be ready to compete againsetheho are more experienced. The gameplay
of MOBAs is based on the free-to-play business rhadech can be related to the Freemium
model described in the Business Model Generatiark iy Alexander Osterwalder and Yves
Pigneur. The main assumption of this model is ¢hamall customer base that decides to pay for
a premium service can subsidize a much larger baggose unwilling to pay’ In this case it
means that most of the characters are initiallpcked and the decision to unlock the remaining
ones or some additional content is absolutely vtalyn

This segment have been enjoying growth in the plagse and revenues over the last few years
but now it faces a serious challenge of its gameplaversaturation. Because of the fact that all
of games present in this segment are very sinolame another, a person who has played one
MOBA can be sure that they would have the samereqge when playing other games of this
type. There are some attempts from the develomdg’ like the introduction of mounts that
increase movement speed or a possibility to adpet daowever the scope for possible expansion
is minimal despite all these efforts. Innovations @also strongly inhibited because of a vast set of

rules that they have to strictly comply with.

2 |nvestopedia, Barriers To Entry, http://www.invgsedia.com/terms/b/barrierstoentry.asp (22.07.2016)
13 A. Osterwalder, Y. Pigneur, Business Model GenenatA Handbook for Visionaries, Game Changers and
Challengers, John Wiley & Sons, New Jersey, 01({232p. 88.
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The MOBA segment was valued at $120.51 million @142 and it is expected by the analysts
from Technavio that it is going to reach $670.01liam by 2019 with the compounded annual
growth rate of 40.93% over the analyzed period.

2.2 FPS

First person shooters are video games that aregligm the protagonist’s point of view. They
are seen by many gaming enthusiasts as the tygenaoés that had the biggest contribution to the
birth of eSports. Crucial games from this genre [Wolfenstein 3D (1992), Doom (1993) or
Quake (1996) provided a solid foundation for furtdevelopment of competitive gaming scene
because these were the first titles that couldidgep via a network! Games map the movement
of the player and display a view in the game thatild be seen by an actual person. In general
there are two modes of FPS games:

1. The mission or quest mode that is dedicated famglesplayer
2. Multiplayer mode

Mission mode offers progressively harder leveld #ia leading to the ultimate goal of the game.
The multiplayer mode gives an opportunity for npl#i players to participate in a shared game
environment via a network. The multiplayer mode is crucial for the E-Spoxsrse and includes
numerous game mods such as deathmatches (DM)redpuaiflag (CTF), last man standing or

search and destroy.

1T, L. Taylor, Raising the Stakes: E-Sports andRtefessionalization of Computer Gaming, MIT Press,
23.03.2012.

15 Techopedia, First Person Shooter (FPS), httpswitachopedia.com/definition/241/first-person-shodps
(20.07.2016).
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Chart 9. Revenues and growth rates of FPS games 282019 ($ millions).
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The FPS used to be the most popular E-Sports seguméih 2012 and there were numerous

games of this genre available on the market. Emgagameplay is definitely the major factor

contributing to immense popularity of this typegafmes. Gamers who play first person shooters

have a feeling as if they were put in a soldielises, seeing the world through his eyes. This

contributes to a high quality role playing expedenand allows to assume an alternate

personality in the combat environment that is \different to what most of us experience in our

everyday lives. These games can be very addictue td the fact that they might evoke

emotional impulses in players. That is the reasby the attractiveness of this type of games is

not likely to slump in the nearest future.

Like in case of MOBAs, the team play aspect makes genre very interesting because such

games require introduction of advanced tacticsfamdliarity with the environment of the game

in order to outwit the opposite team. FPS games tasimilar problem to multiplayer online
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battle arena games — there is very little scopdadla for improvements in the gameplay. As it
was mentioned in the initial part of this sectidhere are two types of FPS gameplay: the
campaign or story mode which is dedicated to sipiager entertainment and the on-line
multiplayer mode. Both these dimensions have begfegted by many different games over the
years to such extent that this genre has simplghezhstagnation. Most of the improvements that
can create competitive advantage for a companyepteas the first person shooters market
nowadays are focused on the introduction of maabstéec graphics.

It is predicted by Technavio that the FPS segmédhtoentinue to grow despite some minor
impediments in the past. This market was valuegB&t67 million and it is expected that by 2019
it will reach $139.49 million with a compounded aah growth rate of 31.36% between 2014
and 2019.

2.3 RTS

RTS is a time-based video game that assumes ussoginces to create buildings and units in
order to defeat the opponent. RTS games are cothparturn-based strategy games however
they are placed on the other side of the spectiuigase of turn-based games a player has time to
carefully make a decision during his turn and does have to worry about the moves of his
opponent. In case of real-time strategy gameshall &ctions like resource gathering or unit
creation must be taken while keeping in mind thesgwlity of an attack from the side of the

opponent?®

18 Techopedia, Real-Time Strategy (RTS), https://weehopedia.com/definition/1923/real-time-stratetgy-r
(20.07.2016).
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Chart 10. Revenues and growth rates of RTS games 262019 ($ millions).
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Source: Technavio.com, Global E-sports Market 2012019.

RTS games form probably the oldest sector in ti&pB&rts market. Their most attractive feature
is the fact that that the hand-eye coordinatiogpaed of action do not play the major role in the
gameplay. Two major types of actions performed laygrs in RTS games like StarCraft Il
include the “micro” and the “macro” areas. Macrdi@ts are focused around construction of
buildings, recruiting units, gathering and effidigrusing the resources. The micro management
is all about giving orders to units and sendingrttie the appropriate direction§As the name
indicates the most important skill required frommgas in this genre is effective strategic

thinking. It includes efficient resource managensamd giving the right orders to the units.

7. Christophers, T. M. Scholz, Esports Yearbodki202, BoD — Books on Demand 2013, p. 19-20.
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However, RTS gaming is the segment that losesdfilarity at the highest rate. That is why
many game developers were forced to change thedr afr focus on other genres or even shut
down their companies. Some RTS games like SinBavk Age are slowly moving towards
becoming a MOBA game. Another trend is a highelination of developers to introduce their
games on mobile devices like tablets and smartghoB8ech games might gain popularity
because of the convenience offered by the touchis@ed the accelerometer in giving orders and
controlling the troops. RTS sector was valued & &2 million in 2014 and by 2019 is expected
to reach $69.22 million. The compounded annual ghoate for the analyzed period is 19.11%

2.4 Other games

There are also other major types of games presdftSports that include fighting games, sports
games and massively multiplayer online games (MMCQwever, these types of games are
slowly losing popularity in favor of MOBA and FP®myes. An interesting example of a game
genre that has become very popular in the recesmtsyis multiplayer online collectible card

game. The leading game in this segment is calleartHgtone: Heroes of Warcraft and was
developed by Blizzard Entertainment. It is alreadynpatible with smartphones and tablets so

that the potential user base can be further exgande
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3. Sources of revenue

The three main sources of revenue in the E-Spoatkeh include advertising, prize pools and
ticket sales. The percentage of each of those eswtrevenue in 2014 is presented on the pie

chart below.

Chart 11. Sources of revenue in the E-Sports markets of 2014.
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Source: Technavio.com, Global E-sports Market 2012019.
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3.1 Advertising

Because of the fact that the E-Sports market isvigigp rapidly, advertising becomes a very
lucrative investment. Growing popularity of this nket also led to growth in the number of
tournaments that are sponsored by numerous congppa@aming events create a great
opportunity for publishers to present their offergotential customers and also let fans have a
closer interaction with their beloved characteroféssional gaming teams, tournaments and
leagues are sponsored by leading brands like Réd@aca Cola, Razer or Samsung.

As we can observe in the chart above, in 2014 &direg accounted for 77.56% of the total
revenue generated in the E-Sports market whichrdicgp to Technavio amounts to $154.98

million.

3.2 Prize pool

The size of prize pools is a great indicator innegting the popularity and growth potential of a
given sport. So far the biggest prize pool was reffeat “The International” which is a
tournament that has been held since 2011 and Bagés2 game. This prize pool amounted to
$18.5 million in 2015. It is an impressive sum esaky if we compare it for example with the
2015 US Open golf tournament’s prize pool of $10iom'®, What makes this result even more
astounding is the fact that the US Open has beganared for 120 years. It is estimated that the
E-Sports prize pool will continue to increase agd2619 will be placed among the top 10 sports
events globally. In 2014 the prize pool share @& tbtal revenue was 17.18% and valued at
$34.32 million.

185, Wagner-McGough, 2015 US Open prize money: Whaty golfer will earn from $10M pool,
http://www.cbssports.com/golf/news/2015-us-operzgroney-what-every-golfer-will-earn-from-10m-pool/
(21.08.2016).
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3.3 Ticket sales

The contribution of this type of revenue was theakest one in the E-Sports market and
amounted to 5.26% in 2014 which was valued at §1én8lion. The reason for that is the fact
that live events are still not very popular amoragnghg fans. The vast majority of E-Sports
enthusiasts prefer to watch on-line streams usangices like Twitch or Hitbox. United States
and South Korea are the countries where salesk#ts are the highest however in the majority
of countries E-Sports ticket sales are equal to.z@nline advertisements and TV commercials

still pose a better source of revenue than tickalss.

3.4 Streams

Constantly growing popularity of E-Sports createdltiple new career opportunities for example
for professional gaming commentators. They are @bkgtract huge masses of people thanks to
their charisma, thorough knowledge and in many sd®eause of the fact that they have had
some experience with the competitive games on geofiessional or professional level. The
most popular Polish video streamer and commentdt@ounter-Strike: Global Offensive game
is Piotr “lzak” Skowyrski. His twitch channel hagdn viewed over 63 million times and has
almost 700,000 followetd Even though he specializes in Counter-Strikecadd also listen to
his commentary on the website of the Polish Teieni¢TVP) at UEFA Euro 2016 during the
games in which the Polish national team took ffart.

19 Twitch channel, https://www.twitch.tv/izakooo (28.2016).
20 SPORT.TVP.PL, Polska — Niemcy na Euro z komentardeaka" w SPORT.TVP.PL,
http://sport.tvp.pl/25696262/polska-niemcy-na-emrkementarzem-izaka-w-sporttvppl (21.08.2016).
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Chart 12. Online video devices chosen by eSportsthosiasts.
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Source: Newzoo eSports conference, https://newzoone/wp-content/uploads/2011/06/Newzoo-eSports-
Conference-Slides-2015.pdf (10.09.2016).

The picture above shows that 67% of eSports erdbissand 72% of occasional viewers in the
United States choose personal computers or lapbopgatching tournaments. It means that these
two types of devices are the most popular ones3264 of people use them for watching online
videos. It is worth to take a closer look at theaaon the chart that shows the popularity of
mobile phones and tablets. According to Newzooyaml the percentage of eSports enthusiasts
and occasional viewers is bigger on these partideaices than the result achieved by the total
population in general. It means that mobile deviaes particularly important for this sector
which should be kept in mind by event broadcasters.
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3.5 Betting

The birth of electronic sports created a profitatitthe for betting companies. A company called
Pinnacle was one of the first ones involved in B/8pbetting. It tested this market in 2010 and
by 2014 achieved the total number of one milliotsbEurthermore, their market share has been
doubled over the course of four years. E-sportsblegeme the seventh biggest type of sport for
this company achieving a better result than rugid/golf. Other companies involved in E-Sports
betting are bet365, DatBet, E-sport bets and N&no8ports. Finally, the betting volume in China
during E-Sports tournaments can even be higherttiawolume during very important Premier
League football matchés.

3.6 E-Sports profiled class

Schools with E-Sports profiles are commonplace maya especially in Asian countries where
this type of sport is considered as the nationa and in many cases is financed by the
government. Local players can also benefit fromekiensive help of professional coaches and
leaders of E-Sports organizations. However, in m&uwopean countries such classes are
perceived as something outlandish. Development-8p&rts in Poland is a very difficult issue.
Sponsors are unwilling to cooperate with teamsgctviis a result of unfavorable opinions about
the gaming industry presented by the press and kghorities. That is why the E-Sports
profiled class has also been recently introducethig country to counter these negative trends.
The idea was implemented by a school named Zeg@t Sechnicznych i Ogolnoksztajcych
located in Kdzierzyn-Kalde. This was a response to the sports academiexatied to
conventional sports. Students of this technicabstill be able to enroll for the E-Sports and
video game development learning profile. HoweverSgbrts classes are meant to be
extracurricular, which means that students willdn&ty focus mostly on participating and passing
the courses included in the standard curriculumoihtced by the Ministry of Educatiéh.

According to Adam Bugiel, who is one of the teasheorking in this school, the class is meant

21 Newzoo, The Global Growth of Esports,
https:/limages.eurogamer.net/2014/dan.pearson/NeviZzreview_Images_Global_Growth_of Esports_Report_V4
pdf (09.09.2016).

%2 7esp6t Szkot Technicznych i Ogélnoksztaigch w Kedzierzynie-Kdlu, http://www.zstio.net/rekrutacja
(21.08.2016).
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to have three 5-person E-Sports teams. One of thiéitbe taking part in tournaments and
members of two other ones will serve as reserwepta The school declared to provide aspiring
gamers with the necessary equipment, pay for thecommodation, cover the costs of
tournament trips and also support them with help tdam psychologist which is very important
in case of maturing teenagers. School authoriteszope to establish cooperation with E-Sports
organizations and consult experienced, professiplealers®®> Counter-Strike: Global Offensive
was chosen as the game on which the school waritgts its full attention. The efforts put in
the realization of this idea are aimed on promotib&-Sports on the Polish market and fighting
stereotypes that concern this area of entertaina®oing parents and the elderly people. It also
creates numerous opportunities for potential spenaad partners, who want to participate in
organization of local events and conferences. tirnefor they involvement and financial support
they can be granted advertisement space in thekslpromotional materials as well as on the

website, banners and T-shirts.

2 All Play, Pierwsze w Polsce technikum esportowsiera ksztattow!, http:/allplay.pl/pl/news/courvsrike-
global-offensive/pierwsze-w-polsce-technikum-espag-nabiera-kszt/ (21.08.2016).
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4. Geographical segmentation

Chart 13. E-Sports revenues by region.
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Source: Newzoo eSports conference, https://newzoons/wp-content/uploads/2011/06/Newzoo-eSports-
Conference-Slides-2015.pdf (23.07.2016).

The North American region is the biggest E-Sporéskat which is a result of a growing number
of sponsors that invest their money in organizimgrhaments. As of 2015, revenues generated
from this region amounted to $93.2 million accogdto Newzoo.com analysts. Revenues in this
region achieved 32% year-over-year growth whicthes highest result among all geographical
regions.

APAC region pioneered E-Sports and this kind ofegatnment is very popular in that area.
However, the market has already reached its mgtwiiich leads to stagnation in the growth
rate. The Americas region benefits from this stéignaand slowly takes over the APAC region’s

market share. In 2015 APAC generated $85.2 mililorevenues and enjoyed 28% year-over-
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year growth. China, which is an APAC country acdsunor 28% of total E-Sports awareness in

2016 as presented in the chart below.
Chart 14. eSports awareness in 2016 per geographicagion.
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Source: Newzoo, https://newzoo.com/insights/artictéglobal-esports-awareness-exceeds-1-billion-as-new
initiatives-launched/ (23.07.2016).

Despite the fact that it covers Europe, the Middgst and Africa the percentage of revenues
generated in the EMEA region is currently the sestllone. The Eurozone crisis is the major
factor contributing to this situation. Easter Ewgap countries stand out in this region because of
a large number of hard-core players which is algmeeted to grow in the upcoming years. In

2015 revenues generated from EMEA amounted to 2B%eoglobal E-Sports revenues and

were valued at $73.6 million.
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4.1 Americas

Chart 15. Revenues and growth rates in Americas beten 2014 and 2019 ($ millions).
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Source: Technavio.com, Global E-sports Market 2012019.

The popularity of E-Sports in the Americas regiams hreached its all-time high and is still
expected to grow until 2018. It is the fastest gmgnsector in E-Sports with its compounded
annual growth rate of 38.42% in the analyzed perfodthuge popularity and viewership of the
Major League Gaming (MLS) substantially contributieshe growth rate. This league has a high
worldwide recognition and the number of its viewgrsw by 100% in 2014.

Thanks to the functionalities offered by serviciée IYouTube, Twitch and Hitbox the ease of
viewing has been significantly increased. Thesenobis offer an opportunity to watch E-Sports
tournaments free of charge which further increabespopularity of E-Sports in this region.
Gamers are also treated equally to professiondétathin the USA for example when being
granted the same visas to represent their coubinteanational tournaments. It also encourages
many aspiring players to start thinking about tie of professional occupation more seriously.
Unfortunately, there are still many small-scalerggehat suffer from lack of respect from the

American viewers. Due to insufficient funds thew aften organized in small venues which
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make it difficult to obtain financing from advertig. As it has been previously mentioned,
revenues from advertising form the most significaart of the total E-Sports revenue.
Substantial advertising revenues allow chargingelowentry fees and thus increasing the
viewership and popularity of any event. That is whiyen the scale of an event is not large

enough it is not perceived as an attractive reveouece by potential sponsors and advertisers.

4.2 APAC

Chart 16. Revenues and growth rates in the APAC régn between 2014 and 2019 ($ millions).
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Source: Technavio.com, Global E-sports Market 2012019.

There is the largest agglomeration of professigaahers located in the APAC region. It includes
South Korea — the country that pioneered E-Spaordsused to have the biggest market for digital
entertainment. However, the growth rate of the Brpmarket in this country is stagnant
because it has achieved its maturity.

Personal Computer gaming is extremely popular is tegion and this factor substantially

influences the growth rate in the APAC area. Thawhy the impact of console gaming on the
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eSports market in this region is declining. Thisiagion stays in contrast to the trends visible in
the remaining regions, where console gaming ististarto dominate the marketplace and
popularity of PC games is constantly decreasing.

Despite the fact that the share of major markethigarea including Japan and South Korea is
declining quite rapidly there is a growing penetmat of the E-Sports market visible in
developing countries like Singapore, Malaysia oiwda. These smaller countries have a big
impact on the market growth in the APAC area dutivganalyzed period.

According to Technavio analysts the E-Sports mairkéhis region was worth $68.65 million in
2014 and by 2019 is expected to amount to $299.i8®mwith a compounded annual growth
rate of 34.27%.
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4.3 EMEA

Chart 17. Revenues and growth rates in the EMEA reign between 2014 and 2019($ millions).
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Source: Technavio.com, Global E-sports Market 2012019.

Europe enjoys the highest popularity of E-Sportshi@ entire EMEA region. There are many
amateur gamers willing to become professionalstarsdentails a growing number of viewers,
who want to support their idols. Technavio in itsalysis claims that in 2014 there were
approximately 80 million E-Sports viewers comingrr the EMEA region out 200 million
people who chose to watch this type of competitginbally.

The European gaming league contributes signifigantthe increase in popularity of E-Sports in
this area. It is the most popular gaming leaguBurope and tournaments organized in this area
include such prominent games as League of Leg@ulster-Strike: Global Offensive or Dota.
The picture below presents countries with the hsglaensity of E-Sports. Three countries
located in the EMEA region — Poland, Spain and @yrkave densities similar to the global
leader South Korea. Turkey was even able to slightertake South Korea when it comes to the

number of E-Sports enthusiasts in the online pauachieving 10.6% result. Poland is also a
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crucial country for E-Sports because it organiZzed IKatowice which is the biggest one-week

electronic sports event in the world.

Chart 18. Density of eSports enthusiasts in selecteountries.

Awareness 16M
Audience 5.2M
Enthusiasts 2.4M

Awareness 23M
Audience 7.M
Enthusiasts 3.7M

Awareness 25M Awareness 32M
Audience 10M Audience 9.1M
Enthusiasts 4.9M Enthusiasts 4.2M

Source: Newzoo, https://newzoo.com/insights/articdéglobal-esports-awareness-exceeds-1-billion-as-new
initiatives-launched/ (23.07.2016).

The Eurozone crisis took its toll on the Europeaofgssional gaming scene. Growth of the
eSports market in this area has been hinderedresult of economic instability. It is estimated
that this crisis will persist in the forecastedipdrand thus make it impossible for the projected
market growth to reach its full potential.

Despite the negative economic circumstances, thrkahwill grow substantially in the analyzed
timespan. In 2014 the E-Sports market in the EMEgian was valued at $51.45 million. It is
expected to achieve the $247.41 million valuatior2019. The compounded annual growth rate

in this period was estimated at 36.90%.
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4.4 Leading Countries

Chart 19. Key leading eSports countries.

Exhibit 16: Key leading countries

£

US (28.73%)
China (14.76%)

South Korea (13.50%)
Sweden (5.54%)

Source: Technavio.com, Global E-sports Market 2012019.

The leading countries in terms of eSports involvetrend promotion include the United States
(28.73%), China (14.76%), South Korea (13.50%) &wkeden (5.54%). The specifics of all
these markets will be described in the followingagmaphs. The table and the pie chart below

present revenues and market shares achieved leadidiy) eSports countries.
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Table 1. Market share of the largest e-sports couries.

- Market
No Country Revenue ($ million) Share
1. | United States 57,4 28,73%
2. China 29,5 14,76%
3. | South Korea 26,98 13,50%
4, Sweden 11,07 5,54%
5. Canada 9,34 4,67%
6. | Unied 6,2 3,10%

Kingdom

7. Germany 5,58 2,79%
8. Russia 4,25 2,13%
9. Ukraine 4,24 2,12%
10. France 3,82 1,91%
11. Others 41,44 20,75%

Source: Technavio.com, Global E-sports Market 2012019 and own elaboration.

38




16f 4e767a9cd5e178d05255e60df 38c6
2016-09-14 10:25:19
42 | 114

Chart 20. Market share of top 10 countries for E-Sprts by revenue in 2014.
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Source: Technavio.com, Global E-sports Market 2012019 and own elaboration.

4.4.1 The United States

The United States is a country with the highestkeiashare of E-Sports globally. There are
many tournaments being held in this region like Igtron Championship Series (EVO) or Major
League Gaming Championshid.The existence of such big tournaments entails jammterest
from the side of various companies willing to beeorsponsors. Furthermore, E-Sports
enthusiasts in this country are able to view chamghips via plenty of free live channels like
Twitch. However, there is not much respect for tament participants or gaming in general and

such activities are not treated as seriously asxXample in South Korea.

4.4.2 China

Chinese gaming market is characterized by a bigbeunof players, who choose personal
computers as their main gaming platform. Aspirin@orts athletes can also expect to receive a
decent financial backing that might let them detdicaore time on developing their skills in this

area. Even though the population of gamers in Chiaery high, there are not many

24 A, Neuwirth, 15 Most Impressive Gaming Tournamént$he World, http://www.rantgamer.com/2015/11/2%/
most-impressive-gaming-tournaments-in-the-world/. 10.2016).
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tournaments that are hosted in this geographic &teaever, Chinese people form the biggest
eSports audience in the world if we take the mopames market into consideration. This is also
a very important factor that explains why Chindhie leader on the competitive mobile gaming
segment. In 2014 Chinese game developers released3® mobile games that can be played
competitively. Out of 100 best-selling games on @enese Android store 24 were competitive
ones played during eSports tournaments. MillionsCboiinese gamers competed on mobile
devices during both online and offline tournamer®s. far the biggest prize pool of $150
thousand was awarded for the winners of the ndtibeacent’s League of Kings tournament.
What is more, 1.3 million people were watching fireal of NetEase’s Fantasy Westward
Journey 2 tournament. The biggest mobile eSporteeggublishers operating within the Chinese

Android market are presented on the pie chart helow

Chart 21. Biggest Chinese mobile eSports games ders in 2015.
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Source: Newzoo, Talking data China Mobile Games Md&et Monitor,
http://cga.global/research/CGA_Newzoo_Esports_Growt 2016.pdf (23.07.2016).
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4.4.3 South Korea

South Korean gaming market is characterized bythatest number of professional players. It is
also the country where electronic sports have tegins. The eSports market in this country is
characterized by a big involvement of major telesamications, international trade and media
companies like SK Telecom, LG International or 6t&inet?® The governmental support in this
area is also clearly visible. E-sports is perceigedhe industry of the future by the government
officials, that is why it enjoys legal support Erms of copyright and tax brea®sHowever, the
Korean market has been recently struggling wittblenms connected with growth rate saturation

that results from the market’'s maturity.

4.4.4 Sweden

There are numerous E-Sports gaming fans and ea#itssiiving in Sweden. The growth of
eSports popularity in this country is one the hgjhe the world. Swedish gaming teams are very
successful in the most popular competitive gameshe world like Counter-Strike: Global
Offensive and League of Legends. Like in case darh there are also Swedish schools that
offer E-Sports classes in their curriculum. Thetdadhat might inhibit the pace of E-Sports

market growth in this country is the Eurozone etisi

% D.Y. Jin, Korea's Online Gaming Empire, MIT Pre&5,10.2010 p. 48-49.
26D Y. Jin, Korea's Online Gaming Empire, MIT Pre3%,10.2010 p. 54.
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5. Leading Vendors

The leading vendors described in the following peaphs will include well-established game
developers operating on the E-Sports market. Téesian will be focused on those companies
that introduced positively acclaimed games and roega popular tournaments. Activision
Blizzard is not included in this section becauswilt be analyzed in the last part of the thesis.
This chapter will present the most important infation about Riot Games, Nintendo,

Wargaming.net, Epic Games, Valve Corporation, EAn€sand Hi-Rez Studios.
5.1 Riot Games
Riot Games is a company established in 2006.baged in Los Angeles, California and has 19

offices in different cities around the world thatliude Berlin, Dublin, Hong Kong, Seoul and

Moscow.

Image 3. Riot Games offices.

Source: Riot Games official website, http://www.riegames.com/riot-manifesto (23.08.2016).
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The main goal of Riot Games founders is to crekgep-focused games of high quality. In 2009
this company introduced its debut game — Leagueegends. This game has achieved a great
success and currently is the most frequently playeel globally - there are over 67 million
people that play it every month and 27 million whlay it every day.’ There is even an entire
book dedicated to this game titled “The League efénds Experience: A Year Inside the Wild,
Wonderful, Riotous World of the Planet's Most PapwSport”. Its author - Harold Goldberg
was following and observing North American Leagfi€egends teams for a year. He was trying
to analyze the attitude of e-athletes towards marel/fame. In his book Goldberg claims that
League of Legends has become an indispensablefgaop culture that was able to change the
way in which video games and eSports are percéf/@espite the astounding results the
developers do not plan to introduce a sequel af tfeane and prefer to focus on developing its
existing version. Like Activision Blizzard, this epany has also made the Fortune’s list of 100
Best Companies to Work For in 2015 and was plabéteenth?® In 2014 Riot Games has
launched the public beta version of their digitabs - Riot Games Meréh In its offer the store
has different types of merchandise (collectibldsthing etc.) that relate to the universe of
League of Legends. In October 2010 this game hasfwe Game Developers Choice (GDC)
Online Award$! that included:

* Best Online Game Design

» Best Online Technology

» Best Visual Arts

* Best New Online Game

* The Audience Award

Riot Games is also heavily focused on organizirfgpgrts tournaments on a global scale.

2" Riot Games official website, http://www.riotgamzsm/riot-manifesto (23.08.2016).

2 1. Goldberg, The League of Legends Experienceear¥nside the Wild, Wonderful, Riotous World oéth
Planet's Most Popular eSport, BookPatch.com, 2015.

29 Fortune.com, Riot Games, http://fortune.com/bestyanies/riot-games-39/ (23.08.2016).

%0 Riot Games official website, Merch Beta, http:/Mniotgames.com/merch-beta (23.08.2016).

31 Game Developers Awards, The First Annual Game Dgees Choice Online Awards
http://www.gdconlineawards.com/archive/gdcoa_1stli{23.08.2016).
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5.2 Nintendo

Nintendo was established in 1889 in Kyoto by Fueajamauchi. Initially the company was
manufacturing cards for a Japanese game calledftitbmeOver the years it has become deeply
involved in the gaming industriy. Currently it is the biggest video game manufagtimethe
world in terms of revenue. This company has intoedumultiple handheld consoles which are
very popular globally but mostly appreciated by Jlapanese people. Nintendo’s biggest eSports
game is called Super Smash Bros and belongs torfigggames genre. In March, 2015 Nintendo
has gained over $4.5 billion in revenues and m&d® $illion worth of investments in R&D. In
2015 there were 5,120 employees working for Nintegidbally.*®

5.3 Wargaming.net

Wargaming.net is a free-to-play games publisherdmatloper. It was founded in 1998 and has
the headquarters in Nicosia, Cyprus. Over the eoofd8 years the company has introduced 15
titles on every important gaming platform that hgatned a huge group of fans. Wargaming.net
is using the free-to-play business model very ity allowing many gamers to enjoy the

games without the necessity of making any payméssf March 2014 World of Tanks has the

highest revenue per player ($4.51) of all majoefie-play games present on the market. The
table below presents more detail information almmmpanies with the highest average revenue

per user in 2014,

32 Nintendo official website, Nintendo History, httffeww.nintendo.co.uk/Corporate/Nintendo-Historyféndo-
History-625945.html (23.08.2016).

33 Nintendo official website, Annual Report 2015 pisti{/www.nintendo.co.jp/ir/pdf/2015/annual1503e.pdf
(23.08.2016).
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Table 2. Average revenue per player of a free to @/ game in 2014.

. . Average revenue
Rank Title Publisher Sor liser
1 World of Tanks Wargaming.net $4.51
2 TeamFortress2  Valve Corporation $4.36
3 Guild Wars 2 ArenaNet $3.88
4  War Thunder Gaijin Entertainment $3.26
5  Planetside 2 Sony Online Entertainment $2.86
6 Combat Arms Nexon $2.81
7  Crossfire SmileGate $1.58
8 DOTA2 Valve Corporation $1.54
9  Heroes of Newerth S2 Games $1.48
10 League of Legends Riot Games $1.32

Source: Super Data Research, Comparing MMO ARPU fomajor free-to-play titles,
https://www.superdataresearch.com/blog/mmo-arpu/ (2.08.2016).

Company developers are also focused on makingcbatribution into building E-Sports culture
that is attractive for gamers, spectators and opees. Currently, there are over 150 million
players, who enjoy Wargaming.net games acrossaatiing platforms? The company conducts
its operations in North America, Australia, AsiaddBurope and employs more than 4,000 people
globally.
Wargaming.net is focused on MMO team games. Moshef are set in the mid-20th century
and evolve around the warfare present at this gefltiree leading games of this company
include:

1. World of Tanks

2. World of Warplanes

3. World of Warships
The most popular one of these three is World ofk§amhich has been launched in 2011 and has

a player base of over 80 million people.

3 Wargaming.net, Wargaming Today, http://wargamiamen/about/ (23.08.2016).
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5.4 Epic Games

Epic Games was established in 1991 and is headgedrin Cary, North Carolina. The company
develops cross-platform video games as well asmgteichnology. Epic Games was responsible
for the introduction of a very sophisticated vidgame engine named Unreal Engine that is
available for free and used by many leading gameldpers. In 2012 the company also created a
separate business unit - Epic Games Seattle ire\Bml The goal of this studio is to support
developers of Unreal Engine and introduce majorettgaments in mixed and virtual reality.
There are also other business units owned by tlmepaoy located in Guildford, Berlin,
Yokohama, Seoul and Shanghai. Leading titles reteay this company include Gears of War,
Infinity Blade and Unreal. Epic Games’ portfolicsalincludes a very promising MOBA game
called Paragon. Currently it is in the beta stateibhas a huge potential of gaining a leading

position on this market because of its strong EFSpppeaf”

5.5 Valve Corporation

Valve Corporation was established in 1996 and &dfeartered in Bellevue, Washington. The
first game introduced by this company was a fietspn shooter titled Half-Life. Since its
release the game has won over 50 Game of the Yieads followed by a few “Best Game Ever”
ones. Later on there were other very successfuedeanchises produced by Valve that included
Left 4 Dead, Team Fortress and Portal. However,maest significant ones, especially if we take
their importance for the E-Sports market into cdesition, are online first-person shooter
Counter-Strike and multiplayer online battle argyzane called Dota. Thanks to these games
Valve is the leading developer present on the EiSpuoarket both in terms of the number of
organized tournaments and revenues. “The Intermaltias the largest gaming tournament in the
world where gamers compete in Dota 2. Furthermadye has introduced a digital distribution
and gaming platform named Steam. It allows accgssivast library of over 1,800 downloadable

games and has more than 35 million active usetsateaconnected togeth&r.

% Red Bull official website, Entering the eSport®Aa: Say Hello to Paragon,
http://www.redbull.com/us/en/eSports/stories/132621222/entering-the-eSports-arena-say-hello-tagar
(23.08.2016).

% valve official website, http://www.valvesoftwarem/company/ (24.08.2016).
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5.6 EA Games

EA Games is a publicly-held company that was fodndel 982 and has the global headquarters
located in Redwood City, California. It is a leagliglobal developer of video games for personal
computers, consoles and mobile devices. In the A&bal year it reported $4.4 billion net
revenué’. The company has also introduced a brand deditatdevelopment of sports games
called EA Sports. Most important titles releasedtty company include The Sims, Battlefield,
Plants vs. Zombies, Madden NFL and FIFA which hasltiggest E-Sports potential because of a

substantial number of tournaments organized fopthgers of this game.

5.7 Hi-Rez Studios

Hi-Rez studio is an independent game developeblkstiad in 2005 with the headquarters in
Alpharetta, Georgia. There are over 200 people ingrkt the headquarter offices. The company
has also created separate business units in Bnighid and Shenzen, China in order to expand
its global reac® Gaming franchises introduced by the company irel@ladins, Tribes:
Ascend and Jetpack Fighter. However, their biggadtmost popular title is a multiplayer online
battle arena game called Smite. It is also healdbused on the E-Sports competition with

multiple tournaments organized globally.

37 EA Games official website, About Electronic Adtstp://www.ea.com/about (24.08.2016).
% HI-REZ Studios official website, https://www.hisndios.com/ (24.08.2016).
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6. Leading Teams

The table below presents the list of 20 E-Sporsnte that have earned the most prize money
together with the number of tournaments in whioclytparticipated. The data was gathered by
the E-Sportsearnings.com website which used forastsp articles, interviews, databases, VODs
and official statements presented by different ®alhalso takes player transfers, results of

tournaments and team statements into consideriition.

Table 3. Highest Overall Team Earnings.

Number of

Total earnings
tournaments

1 Evil Geniuses| $14,629,749.91 580

2 Wings Gaming $9,453,066.08 10

3 Newbee $6,756,820.7H 65
4 Fnatic $6,734,427.63 582
5 Natus Vincere| $6,013,950.42 304
6 Vici Gaming | $5,136,114.24 100
7 LGD Gaming | $5,037,466.36 77
8 SK Telecom T1 $4,710,592.06 177
9 MVP $4,338,381.38 354
10 Team Liquid $4,249,721.54 725
11 Invictus Gaming $4,113,452.37 280
12 Team Secret| $3,801,880.25 36
13 Virtus.pro $3,757,510.4% 262
14 Cloud9 $3,617,184.56 312
15 Digital Chaos| $3,510,802.0D 9
16 CDEC Gaming $3,458,796.29 25
17 Alliance $3,398,427.86 146
18 SK Gaming $3,279,186.23 506
19 EHOME $3,096,859.57 25
20 Team OG $3,055,001.0D 14

Source: E-sports earnings, Highest Overall Team Eaings, http://www.eSportsearnings.com/teams/highest
overall (24.08.2016).

3 E-sports Earnings, Highest Overall Team Earnihtp;//www.eSportsearnings.com/teams/highest-oleral
(24.08.2016).
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6.1 Evil Geniuses

Evil Geniuses is the leading E-Sports team in teomital revenues from tournaments. It has
earned over $14.6 million in total and $8,952,635r02015 alone. The biggest contribution for
the financial result achieved in 2015 came fromwtiotory at The International 5 (Tl 5) Dota 2
Tournament, where the team was awarded $6,634,86hwmounted to 36% of the total prize
pool of $18,429,613 dedicated for this tournanf@rithe result was further improved by
$1,284,158 awarded for the victory in Dota Asia @panships, winnings from fighting games,
StarCraft Il and Halo - that is the game in whichl ESeniuses have arguably the strongest squad
in the world. The team consists of 4 divisions t@npete in tournaments of incredibly popular
games: StarCraft 2, Dota 2, Halo and a varietyiglitihg game¥. There is a long list of
companies that sponsor Evil Geniuses that include:

Monster Energy — energy drink producer,
SanDisk — a fortune 500 company and the leaddash fstorage manufacturing,

AMD - producer of graphics, computing and visual@atechnologies,

w0 DN PE

NEEDforSEAT — manufacturer of gaming seats thatstyéed to look similar to those

present in racecafs.

“0 Liquipedia, The International Dota 2 Championstp45,
http://wiki.teamliquid.net/dota2/The_Internatior2dll5 (24.08.2016).

“*1 Evil Geniuses, The team, http://evilgeniuses.gg/fdam/ (24.08.2016).
“2 Evil Geniuses, Sponsors, http://evilgeniuses.goySprs/ (24.08.2016).
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6.2 Virtus.pro

Virtus.Pro is a Russian organization that uniteslileg teams in both games developed by Valve
— Dota 2 and Counter-Strike: Global Offensive. Whercomes to top tier Counter-Strike
tournaments, Virtus.Pro was placed consistentlyragruest four teams in 2015. The team was
awarded $100.000 from the ESL ESA Pro League ltwital in Dubai and additional rewards
for being placed within top four teams at two bigiraments in 201%. However, these are
always the Dota 2 tournaments that offer the bigopdi®w of cash for E-Sports teams. The Dota
division of Virtus.Pro received $1,197,925 for kpimplaced 8 at The International 5
tournament? Virtus.Pro is also the most popular team with $toljamers even though it was
established in Russia. The Counter-Strike: Globtier@ive division of the team consists of

following players:

* Wiktor “Taz” Wojtas,

* Filip “Neo” Kubski,

» Janusz “Snax” Pogorzelski,
» Pawel byali” Bieliaski,

« Jarostaw ,pashaBiceps” Jabkowski*

6.3 COGnitive Gaming

COGnitive Gaming (COG) is an E-Sports franchisé tes founded in July, 2016 in California.
It acquired a Smite team that was known as SNIPRiG@ before the acquisition took place.
The division initially consisted of two teams: CO@®re Prime and COGnitive Red. The
COGnitive Prime team was taken over by Cloud9 awdey 26' 2015 without the introduction
of any roster changé8 The Smite World Championships accounted for tiygést percentage of
total winnings obtained by the team in 2015. Tquate pool available in the tournament was

3 Red Bull official website, The 10 highest earna®ports teams of 2015,
http://www.redbull.com/en/eSports/stories/13317 @RER2/the-10-highest-earning-eSports-teams-of-2015
(26.08.2016).

“4 Liquipedia, The International Dota 2 Championstip&5 http://wiki.teamliquid.net/dota2/The_Inteioagal/2015
(26.08.2016).

45 GOSU Gamers, Virtus.Pro.CS - Team Overview, Htipuiv.gosugamers.net/counterstrike/teams/7455-viptas
cs (26.08.2016).

6 COGnitive Gaming, About CG, http://www.cognitivesging.com/about (26.08.2016).

50



16f 4e767a9cd5e178d05255e60df 38c6
2016- 09- 14 10: 25: 19
54 | 114

more than $2.6 million and there were two teamsesmting this organization during the event.
Both of them were placed in the top three. COGeifvime took the first price and was awarded
$1,306,130 and its sister team COGnitive Red wasenl third gaining $391,839. The

organization also participated in tournaments gfe8it8mash Bros. and Heroes of the Storm with

lesser successes.

6.4 FC Schalke 04

Even though this organization was not placed antbadgest earning ones in 2015, it still is an
interesting example of an E-Sports division of alsmeown football team. FC Schalke 04
football club has a very long history that dateskbe 1900s. Recently, it has also joined the
leading European gaming teams after taking oveeagle of Legends team called Eleméhts.
The team competes in the European League of Leg€hdspionship Series (EU LCS). It

consists of the following gamef3:

Table 4. FC Schalke 04 Team members.

Name Nickname Nationality Role
Etienne Michels Steve French Top
Berk Demir Gilius German Jungle
Hampus Myhre Fox Swedish Mid
Rasmus MrRalleZ Danish ADC
Skinneholm
Hampus .
Abrahamsson sprattel Swedish Support

Source: Gamepedia, Schalke 04, http://lol.gameped@m/Schalke_04 (26.08.2016).

Like the football team, the E-Sports division ates it coach Patrick "Nyph" Funke and a
manager Jacob "Maelk" Toft-Andersen.

7 eSportspedia, SMITE World Championship 2015,
http://smite.eSportspedia.com/wiki/SMITE_World_Chaamship_2015 (26.08.2016).

“8 EC Schalke 04 official website, http://www.schdlkede/en/news/160516/page/2234--86-86-.html (280IE).
9 Gamepedia, Schalke 04, http://lol.gamepedia.conai®e_04 (26.08.2016).
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6.5 Cloud9

In contrary to many other teams, most of the egsiigenerated by Cloud9 did not come from
Dota tournaments. Still, the team finished theedmational 2015 being placed in the 912
section and was awarded $221,155. It was also ¢hlacéhe top five at many less significant
tournaments. This organization has its represgetain almost every major E-Sports game. The
Counter-Strike division of Cloud9 was able to reachny finals in major events in 2015. The
League of Legends team participated in the Worldr@ionship Series. Probably the greatest
success was achieved by the members of the Hefae storm division that became world
champions at Blizzcon and obtained $200,800here were also some lesser tournaments won
by Cloud9 that included Smite, Super Smash Bras Hearthstone’

6.6 SK Telecom T1

SK Telecom T1 was able to achieve the dominanttipasin the South Korean gaming sector.
They also won the title of League of Legends watidmpions in 2015. This title was followed
by $1,000,000 award which had the biggest coniohuinto the total financial results achieved
by the team in 201% SK Telecom T1 also obtained substantial winningsnf StarCraft 2
tournaments. The team has three coaches Choketimw’ Yun Sung, Kwon "Doctor.K" Oh
Hyuk and Park "MuJuK" Dae Gyeong. Its main spongacBide a telecommunication company

SK Telecom, soft drink producer Donga Otsuka amdvfear manufacturer New Balancg.

* Liquipedia, 2015 Heroes of the Storm World Champtup,
http://wiki.teamliquid.net/heroes/2015_Heroes_oé tBtorm_World_Championship (26.08.2016).

*! Red Bull official website, The 10 highest earn@®ports teams of 2015,
http://www.redbull.com/en/eSports/stories/13317 @RER/the-10-highest-earning-eSports-teams-of-2015
(26.08.2016).

°2 Red Bull official website, The 10 highest earn@®ports teams of 2015,
http://www.redbull.com/en/eSports/stories/13317 @BER2/the-10-highest-earning-eSports-teams-of-2015
(26.08.2016).

%3 Liquipedia, SK Telecom T1, http://wiki.teamliquikt/starcraft2/SK_Telecom_T1 (26.08.2016).

52



16f 4e767a9cd5e178d05255e60df 38c6
2016-09-14 10:25:19
56 / 114

7. Tournaments

This section will present the biggest eSports taments in the world. However, it will not
include the events held by Activision Blizzard -eyhwill be described in the concluding section
of this thesis. The chart below presents the sbfaneajor Esports events per geographical region
together with revenues from ticket sales. In tdtadre were 112 big eSports events organized in
2015. Ticket sales for those events generated $80li6n in revenues. 37% of all major events
were held in North America. This gives a total @ Morth American events in 2015. Blizzard
Entertainment, Electronic Sports League and Magadue Gaming were responsible for holding
the biggest percentage of American tournaments.t@ifesEuropean countries were placed
second with 18% of total major events organizethis region. Despite the fact that the amount
of North American Events was almost twice as bighasresult achieved by Western Europe, the

latter region was able to slightly overtake Amemngan terms of ticket revenues.

Chart 22. Major E-Sports events and revenues fromitket sales per geographical region.

2% 4% 2% 0% -

O w-eu
@c=u
@ cHina

112 $21M

v e @ o
@ RresT APAC
@Latam
@ rea

Source: Newzoo 2016 Global eSports Market Report,
http://cga.global/research/CGA_Newzoo_Esports_Grovit 2016.pdf (10.09.2016).
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7.1 The International (Dota 2)

The International is the biggest E-Sports tournamanthe world. It is hosted by Valve
Corporation that is responsible for introduction afother very popular E-Sports game —
Counter-Strike: Global Offensive and developmenStdam - a platform for digital distribution
of video games. The International 2015 that to@celin Seattle, Washington yielded the largest
prize pool in the history of E-Sports. The total$d,377,817 was divided among 16 competing
teams (10 invited and 6 qualified) with $6,616,0B6%) for the winner of the tournament
alone> It should also be mentioned that $16 million of tiotal prize pool came from crowd
funding which shows the strength of Dota’s commynithe table below presents the participants
of last year’s International together with theitionality, team logo, the amount of money won
and its percentage of the total prize pool. Themmng team is also awarded a physical trophy

called the Aegis of Champions which is presentethénpicture below.

Image 4. The Aegis of Champions.

Source: L. Staaf, The International releases listfanvites and qualifier teams,
http://www.gosugamers.net/dota2/news/30890-the-inteational-releases-list-of-invites-and-qualifier-teams
(28.08.2016).

** Gamepedia, The International 2015, http://dotaBem@edia.com/The_International_2015#Invited_Teams
(10.06.2016).
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Table 5. The International 2015 team winnings andatal prize pool.

Place Team Winnings Percent
@ Evil Geniuses = $6616,014 36%
e CDEC Gaming Bl 52848562 155%
£ LGD Gaming Bl 52205338 12%
& Vici Gaming Bl $1.562,114  85%

g 51194558  6.5%

Bl 51194558 6.5%
< Team Secret - $827,002 | 45%
& MVP Phoenix @, $827,002 @ 4.5%
@ Invictus Gaming - $220.534 1.2%
¢ compLexity Bl 5220534  12%
& Cloud9 = $220534 12%
@ Team Empire 5220534 12%
& MVP HOT6ix ‘e $55133  0.3%
= Fnatic B 555133 0.3%
@Natus Vincere '_j $55,133 0.3%
§ NewBee Bl 555133 0.3%

Source: K. Cobban, More than just a game: A look itb how big eSports have become,
http://www.gameskinny.com/thquy/more-than-just-a-gane-a-look-into-how-big-E-Sports-have-become

(28.08.2016).
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The prize pool for this year's edition of the Imtational will be even bigger than the one
available last year. 44% of the total prize pooickhtranslates into $8.3 will be granted to the
winner of Tl 2016. The table below presents delademparison of financial awards per place
that have been granted in 2015 and that are goibg eiwarded in 2016.
Table 6. Tl 2015 vs. Tl 2016 prize pools.
THE INTERNATIONAL 2016 THE INTERNATIONAL 2015

44% (58.3 Million+) 1st Place 36% (56.6 Mil

16.5% ($3.1 Million+) 2nd Place 15.5% ($2.8 Millio

10.5% (52 M 3rd Place 12% ($2.2 Million+)

7% | Mil 4th Place 8.5% (51.5 Mi

4.5% ($850,000 5-6th 6.5% (51.1

2.5% (5475,000+) 7-8th 4.5% (58
1.5% ($285,000+) 9,10,11,12 1.2% ($220,0C(
0.5% ($95,000+) 13,14,15,16  0.3% (555,000

Source: TMC Gamers News, http://teammadcowhn.com/wpontent/uploads/2016/08/510541-thumb.png
(28.08.2016).

Valve Corporation claims that the International 20as being watched on-line by more than 20
million people in total with the peak of 4.6 millioviewers observing the final game. It was
available free of charge in multiple languagesavleve stream service named Twitch. This result
is very impressive but League of Legends whichhé hain rival of Dota 2 managed to attract
over 32 million viewers? For a point of reference the 2014 NFL Super Bauiament, which

is the most popular among established sports had bi/1 million television viewers and 2.3
million of those who watched the game onlfid@he chart below presents the number of viewers

at the peak of The International tournament froh2tb 2015. After analyzing the chart we can

%5 M. McWhertor, The International Dota 2 tournamesatched by more than 20M viewers, Valve says
http://www.polygon.com/2014/7/29/594977 3/dota-2-thiernational-tournament-20-million-viewers (28.2@16).
%6 M. Sandritter NFL news: Champ Bailey will return2014, Super Bowl draws record rankings,
http://www.sbnation.com/nfl/2014/2/3/5375136/nflweechamp-bailey-return-ray-rice-injury-super-bowtings
(28.08.2016).
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determine that the maximum number of viewers has lggowing by approximately 100% every

year.

Chart 23. Number of The International viewers per burnament.

Number of The International viewers
per tournament
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Source: Dota News, How many people watched each Tittp://dotanews.net/223-how-many-people-watched-
each-ti.html (28.08.2016) and own elaboration.

7.2 Smite World Championship 2015

The second biggest tournament of 2015 in finarterahs was Smite World Championship 2015.
It was hosted by Hi-Rez Studios which is the degvetof this game. The general sponsor of the
event was Curse Voice — a producer of gaming conmation software’ The event took place
at Atlanta's Cobb Energy Performing Art Center teddn Atlanta, Georgia. Tickets for the event
were being sold for those, who wanted to watch riaches live. All the games were also
available to view on Smite’s official Twitch chadn&otal prize pool for the championships was
$2,612,259.00 with $1, 306,130.00 dedicated fomthmners. There were 8 competing teams that
included:

®" Curse official website, https://www.curse.com/.(B82016).
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COGnitive Prime
COGnitive Red
DD

Name Not Found
OMG

SK Gaming
Titan

© N o A~ W DbhBRE

We Love Bacon

The diagram below presents Smite World Champion28ifb brackets with scores achieved by

each team at different stages of the tournament.

Chart 24. Smite World Championship 2015 tournamenbrackets.

Round 1 Round 3 Quarter-Finals Semi-Finals Finals

Match 1
Match7

Match 2

Match 3 Semi-Final 1
Titan
Titan
Match 8
(o))" [€]
Titan

Match 4
COGnitive Prime COGnitive Prime

Quarter-Final 2

Consolation Match
Round 2

Match s

Source: SMITE Wiki, SMITE World Championship,
http://smite.gamepedia.com/SMITE_World_Championship 2015#Spoilers On (28.08.2016).

58




16f 4e767a9cd5e178d05255e60df 38c6
2016- 09- 14 10: 25: 19
62 / 114

When it comes to the specific amounts granted th éaam, they are presented in the table
below.

Table 7. Smite World Championship 2015 rewards peplace.
Prize Team
$1,306,130 COGnitive Prime
$522,452 Titan

$391,839 COGnitive Red

$261,226 SK Gaming

OMG

We Love Bacon

Name Not Found

DID

Source: SMITE Wiki, SMITE World Championship,
http://smite.gamepedia.com/SMITE_World_Championship 2015#Spoilers On (28.08.2016).
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7.3 League of Legends 2015 World Championship

League of Legends 2015 World Championship offehedthird largest prize pool in 2015. The
amount to be divided among competing teams was38200.00. The winner was granted
$1,000,000 with $250,000 for the second place d%s® 00 for the third team.

Table 8. League of Legends 2015 World Championshipswards.
Place Prize (USD) =Prize (EUR) Team
(21st  $1000000 €882200 I SK Telecom T1
2nd $250,000 €220,550 E—& KOO Tigers

'Q Origen

Q 3rd-4th $150,000 € 132,330
Fnatic

N~ Flash Wolves

‘ ahq e-Sports Club

Em EDward Gaming
PR KT Rolster

w H2k-Gaming
9th-11th $ 45,000 €39699 | S LGD Gaming
2y Cloudd
[J] Counter Logic Gaming
w2l paiN Gaming
A Bangkok Titans
14th-16th $ 25,000 € 22,055 @ Team SoloMid

@ Invictus Gaming

5th-8th $ 75,000 €66,165

12th-13th $ 35,000 € 30,870

Source: eSportspedia, 2015 Season World Championphij
http://lol.ESportspedia.com/wiki/2015_Season_WorldChampionship (28.08.2016).
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The League of Legends Worlds 2015 was a five-weak that started in Paris where the group
stage took place, Quarters were held in Londowey dfftat there were Semifinals in Belgium and
in the end the Grand Finals were hosted in BéflBixteen teams that were divided into 4 groups
took part in the competition. Detailed team braskeith results for the group and knockout
stages can be seen in the pictures below.

Table 9. League of Legends Worlds 2015 group stagesults.

Group A Group B
1. x Flash Wolves 4-2 q Fnatic 4-2
2. ‘c:: KOO Tigers 4-2 2. ‘ ahq e-Sports Club 3-3
3. [f] Counter Logic Gaming 2-4 3. & Cloud9 3-3
3. 7N paiN Gaming 2-4 4. @ Invictus Gaming 2-4
Match results [show] Match results [show]
Tiebreaker [show]
Group C Group D
1. \GPHPF SK Telecom T1 6-0 1. PRES=m) KT Rolster 5-1
2. Em EDward Gaming 4-2 2. a Origen 4-2
3. W H2k-Gaming 24 3. Q3 LGD Gaming 2-4
4. A Bangkok Titans 0-6 4. @ Team SoloMid 1-5
Match results [show] Match results [show]

Source: eSportspedia, 2015 Season World Championphij
http://lol.ESportspedia.com/wiki/2015_Season_WorldChampionship (28.08.2016).

%8|G Critic, 5 Biggest Prize Pools in eSports Higtdrttp:/igcritic.com/the-highest-competitive-gargipayouts-in-
history/ (28.08.2016).
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Chart 25. League of Legends Worlds 2015 knockoutsagye results.

Quarterfinals Semifinals Finals
ng Fw 1
i
a Origen 3
a Origen 0
i
NP7 SKT T1 3
{7 SKT T1 3
i
o 2ha 0
' W SKTT1 3
—r~ i
*) KOO 1
Fnatic 3
- i
DG =0c 0
Fnatic 0
- i
- *, KOO 3
pal=m KT
i
*, KOO 3

Source: eSportspedia, 2015 Season World Championpki
http://lol.ESportspedia.com/wiki/2015_Season_WorldChampionship (28.08.2016).

The organizers were positively surprised by themvaeception of the event and its popularity.
According to the official website of the tournameinére were more than 360 million hours of
live streams viewed. This amount almost doubledréselt achieved by the tournament in the
previous year with 194 million total hours. The audative number of unique television and on-
line viewers (daily unique impressions) amounte®@3d million over the course of 4 weeks (the
result for 2014 was 288 million). An average farswgpectating games for more than an hour and
the average concurrent viewership (ACU) of 73 tgaines was more than 4.2 million people.
The peak concurrent viewership (PCU) which is tlggést number of spectators that watch the
game at a given point was 36 million. This happetiadng the final game between Tigers and
SKT that was hosted in Mercedes-Benz Arena, Bdtliwas the new world record for an eSports
event with the previous one set at Sangam Stadiu@eioul during the 2014 finals between

Samsung White and Star Horn Royal Club teams wiitmBlion unique viewers>’

%9 LoL eSports, Worlds 2015 Viewership, http://wwieiBports.com/en_US/articles/worlds-2015-viewership
(28.08.2016).
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8. Market trends

The early adopters in the E-Sports market are @jreajoying substantial benefits but there are
still multiple new companies and investors who decto enter this market. This entails an
increased amount of tournaments, talent acquirgeneies and sponsors. This situation is very

attractive for aspiring players, who want to conepan the professional level.

However, there is a major problem for this markatreected with the infrastructure that can be
easily commercialized. E-Sports market does noy onhsist of games played by professional
gamers but also by semi-professionals and amatéhese are games like League of Legends
with 28 million players daily and the existing tedhogical infrastructure is not able to meet the

demand of the global player base of this size.

Major trends emerging on the global E-Sports mankédt be described in the following

paragraphs. They include:

» Increasing popularity of E-Sports in developing mioies
* Tournaments and championships organized for fegeaieers
* Growing popularity of consoles as E-Sports gamilagf@rms

» Greater attraction and involvement of sponsor

8.1 Increasing popularity of E-Sports in developingountries

Even though E-Sports can be described as a gldtmigmenon it is still not present in many
developing countries. Key areas where games enigly popularity include Europe, North
America, China and South Korea. At this point itvi®rth to mention an interesting fact
concerning popularity of E-Sports in Japan. Desgitefact that this country is the leading one
when it comes to gaming in general, the full padrdf E-Sports has not been reached there yet.
This situation is explained by the fact that thagieation of certain genres like fighting games at
which the Japanese are said to be the best indhd 8 very low. The “gaming culture” in this
country is also a specific one because on the @gnto most areas of the world, console gaming
is more popular than playing games on PCs. Itss ahe of the factors that contribute to the
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predicted increase in popularity of console gamimge-Sports that will be described in the
following sections. Argentina, India, South Afriend Indonesia are currently among the
countries where E-Sports is rapidly gaining pogtyaihey hold a lot of commercial potential
for this sector and positive reception of events @murnaments is crucial for the global expansion

of E-Sports.

8.2 Tournaments and championships organized for feale gamers

One of the goals of E-Sports was to eliminate timeguality that is present in most of the
conventional sports because of physical differersveen men and women. It was meant to
have a similar impact on both genders however wodi¢mot have as substantial influence on
the competitive scene as it was desired. The m&ason for the male-centric overview of
eSports is the fact that the vast majority of gateselopers are men. Despite the current
situation, it is expected that in the period betw@®14 and 2019 the population of female
gamers is going to increase. There are already papelar female pro gamers like Magic Amy
or Eloise, who are successful in big tournaments cdrd game called Hearthstone. Furthermore,
it has recently been announced that a female Co&titikke player Park “Luminous” Hee-Eun is
the first woman to join a professional Korean Cew8trike team named Nomad. She is
currently the only female gamer in the Korea’'s Qeurstrike league VSL CS:GO Korea
Beginning. As she claims, she decided to compet®umaments in order to encourage more
women players to join professional teath€Even though it is no longer uncommon to see
talented female gamers, they very rarely decideotopete on the professional level. However,
many gamers still believe that it is impossiblei@mmen to do extraordinary well in video games
tournaments. It leads to situations like the oneneha 17 year old Korean female Overwatch
gamer Geguri was accused of cheating because @fdredible results at the Nexus ClfEven
though she was cleared from all the accusationthbygame developers she also decided to

showcase her abilities on stage so that everyounle see her play. However, she chose to wear a

0 A. Kim, Lone female Counter-Strike pro in Koregples to start a trend,
https://slingshoteSports.com/2016/08/11/female-teusirike-pro-korea-hope-to-start-trend/ (19.0220

1 A. Chalk, Teenage Overwatch player accused oftifieproves she's just that good with Zarya
http://www.pcgamer.com/teenage-overwatch-playeused-of-cheating-proves-shes-just-that-good-witlyata
(19.08.2016).
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mask during her performance in order to hide hentitly which proves that the current state of
the video game industry is still far away from getfon in terms of friendliness and acceptance.
In order to encourage intensified participatiorferhale players it is expected that there will be
more tournaments held in the analyzed period desticexclusively to women. There is also a
Polish accent in the female Counter-Strike competiscene. Team Genesis consists of 5 female
Polish gamers - Sylwia ,Sy$ka’edrzejczak, Sandra ,frida” Wojnowska, MartyniXoRia”
Strazynska, Malgorzata ,G8§ Czernecka and Karolina ,Liina” Kasprz$k The Team is
sponsored by Genesis - a computer accessories anthg equipment manufacturer. Despite
their school and university responsibilities thdsgspend 3-4 hours a day, training together to

improve their skills and achieve better resultsriytournament§®

8.3 Growing popularity of consoles as E-Sports gamg platforms

Even though consoles form a substantial segmethieofyaming industry, the impact that this
type of gaming has on the E-Sports scene is vergdd. There are only a few genres that are
suitable for this area of electronic entertainntbat include sports and fighting games. The share
of these types of games in the market scenari@gdigible if we compare them to much more
popular genres like FPS and MOBA. That is why oteshave not been the platform of choice
for competitive players and organizers of tournaimém the recent years. Furthermore, console
gaming has not been generating a desired viewersyap the years which makes potential
sponsors unwilling to invest their money in backthg sector and narrows the potential of live
streaming possibilities. Another factor that cdmites to lower popularity of consoles in eSports
concerns frequent updates of leading console gdikee$IFA. There are new editions of this
game released basically every year that introdugkipte changes forcing professional players
to adjust to them. The situation of PC games ispietaly different in this case. For example, if
we take League of Legends into consideration thahe of the most popular E-Sports games, we

can determine that there has not been any newedifithis game released since 2009 and it is

2 ESLPlay, Team Genesis, http://play.eslgaming.aterii/esport-club-munich/csgo/female-test-
groupstage/team/9771082/ (19.08.2016).

83 EsportNow, Polskie zawodniczki Team Genesis pagib§S:GO, http://esportnow.pl/csgo/polskie-zawodniczk
team-genesis-podbijaja-csgo/ (19.08.2016).
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very successful at operating on its original varswith multiple patches. However, the most
important console vendors in the world — Microsarid Sony realize how important it is in the
long-term perspective to introduce E-Sports garhasdre backed by the community of players.
That is the reason why some developers are alldwethhance and update their games without
the necessity of paying extra money. Such situdteggpened in case of Street fighter IV that has
been updated to Street fighter V without any addal fees being paid from the developers

because this game is the staple of fighting gareaseg

8.4 Greater attraction and involvement of sponsors

The number of generalist sponsors is a very importgetric used in order to determine the size
of the global E-Sports market. Even though the spwmhip of E-Sports involves major
companies that operate outside this market like agae Express, Nissan or Coca-Cola, the
majority of such sponsors is connected with theiggmwvorld and include a computer processor
manufacturer Intel or a producer of gaming headsete BeacH’ Such companies choose to
support eSports market because they aim to afaastof video games. Companies perceived as
dedicated to manufacturing of gaming equipmenthegacterized by a substantial level of brand
awareness among gamers and enthusiast. Some manerfadike Roccat describe the eSports

fans niche as their major target market.

64 J. Gaudiosi, Big brands gravitating towards eSpdritp://fortune.com/2014/07/24/eSports-sponsors/
(17.08.2016).
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According to the research conducted by Newzooithatved 7 leading eSports countries and 20
manufactures, 57% of the people who use Roccategwdre eSports fans. As we can see in the
picture below, such companies as Logitech, SonyMmrosoft appeal to a wider group of
customers and eSports fans account for approxiynd@ of the total number of buyers. High
involvement of strong companies as sponsors withstamtial financial contribution has a
positive influence on the credibility of this matkand makes it easier to attract a bigger
audience. According to the research conducted byzWNe that involved 7 leading eSports
countries and 20 manufactures, 57% of the people wge Roccat devices are eSports fans. As
we can see in the picture below, such companielsoggech, Sony or Microsoft appeal to a
wider group of customers and eSports fans accaurgdproximately 40% of the total number of
buyers. High involvement of strong companies asnsprs with substantial financial
contribution has a positive influence on the créuyof this market and makes it easier to attract
a bigger audience. According to the research cdeduby Newzoo that involved 7 leading
eSports countries and 20 manufactures, 57% of ¢éoplp who use Roccat devices are eSports
fans. As we can see in the picture below, such emieg as Logitech, Sony or Microsoft appeal
to a wider group of customers and eSports fansumtcfor approximately 40% of the total
number of buyers. High involvement of strong conipa as sponsors with substantial financial
contribution has a positive influence on the créuyof this market and makes it easier to attract
a bigger audience. According to the research cdeduby Newzoo that involved 7 leading
eSports countries and 20 manufactures, 57% of ¢loplp who use Roccat devices are eSports
fans. As we can see in the picture below, such emieg as Logitech, Sony or Microsoft appeal
to a wider group of customers and eSports fansustctor approximately 40% of the total
number of buyers. High involvement of strong conipa as sponsors with substantial financial
contribution has a positive influence on the créiijoof this market and makes it easier to attract
a bigger audience. According to the research cdeduby Newzoo that involved 7 leading
eSports countries and 20 manufactures, 57% of ¢loplp who use Roccat devices are eSports
fans. As we can see in the picture below, such emmeg as Logitech, Sony or Microsoft appeal
to a wider group of customers and eSports fansustctor approximately 40% of the total
number of buyers. High involvement of strong comesa as sponsors with substantial financial
contribution has a positive influence on the créuijoof this market and makes it easier to attract

a bigger audience. According to the research cdeduby Newzoo that involved 7 leading
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eSports countries and 20 manufactures, 57% of ¢loplp who use Roccat devices are eSports
fans. As we can see in the picture below, such emieg as Logitech, Sony or Microsoft appeal
to a wider group of customers and eSports fansustctor approximately 40% of the total
number of buyers. High involvement of strong conipa as sponsors with substantial financial
contribution has a positive influence on the créuiyof this market and makes it easier to attract
a bigger audience. According to the research cdeduby Newzoo that involved 7 leading
eSports countries and 20 manufactures, 57% of ¢éoplp who use Roccat devices are eSports
fans. As we can see in the picture below, such emieg as Logitech, Sony or Microsoft appeal
to a wider group of customers and eSports fansumtcfor approximately 40% of the total
number of buyers. High involvement of strong comesa as sponsors with substantial financial
contribution has a positive influence on the créuyof this market and makes it easier to attract
a bigger audience. According to the research cdeduby Newzoo that involved 7 leading
eSports countries and 20 manufactures, 57% of ¢éoplp who use Roccat devices are eSports
fans. As we can see in the picture below, such emmeg as Logitech, Sony or Microsoft appeal
to a wider group of customers and eSports fansustctor approximately 40% of the total
number of buyers. High involvement of strong comes as sponsors with substantial financial
contribution has a positive influence on the créiijoof this market and makes it easier to attract
a bigger audience. According to the research cdeduby Newzoo that involved 7 leading
eSports countries and 20 manufactures, 57% of ¢loplp who use Roccat devices are eSports
fans. As we can see in the picture below, such emieg as Logitech, Sony or Microsoft appeal
to a wider group of customers and eSports fansustctor approximately 40% of the total
number of buyers. High involvement of strong conipa as sponsors with substantial financial
contribution has a positive influence on the créiijoof this market and makes it easier to attract

a bigger audience.
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According to the research conducted by Newzooitivatived 7 leading eSports countries and 20
manufactures, 57% of the people who use Roccateewdre eSports fans. As we can see in the
picture below, such companies as Logitech, Sonymrosoft appeal to a wider group of
customers and eSports fans account for approxiynd@o of the total number of buyers. High
involvement of strong companies as sponsors withstamtial financial contribution has a

positive influence on the credibility of this matkend makes it easier to attract a bigger

audience.
Chart 26. Percentage of eSports fans per brand.
AGGREGATE OF ALL PERIPHERALS AND COUNTRIES 0 Of active PC/Console gamers that own a Roccat
7/ 5 6 B 9 A) peripheral product are frequent Esports viewers
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Source: Newzoo Gaming Peripheral Brand Tracker, hips://newzoo.com/insights/articles/the-gaming-
peripheral-market-battle-of-the-brands/ (09.09.201h
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9. Major E-Sports broadcasters

E-Sports tournaments attract increasingly biggeliemce every year. As shown in the graph
below, in 2014 there were 113 million eSports esithgts which is a 27% year-over-year
increase. Out of that number, 17 million are regwi@wers or participants, 25 million are
occasional ones and there are 71 million regulewers that watch eSports competitions a least
once a month. What is more, it was estimated treaetwere over 147 million occasional viewers
of professional gaming in 2015. The number of esiisis is expected to growth further and
reach 145 million in 2017.

Chart 27. E-sports enthusiasts and occasional vievgin 2014,

Esports Enthusiasts

17M | 25M 71M e
Regular Viewers / Occasional Viewers/ [l Regular Viewers Occasional Viewers @ SodpceiienzoogThelGlobgyGrow o/ pore
u Pagticipants u Participants (>once a month) (>once a month) Trends, Revenues & Audience Towards 2017

Source: Newzoo, The Global Growth of Esports,
https://images.eurogamer.net/2014/dan.pearson/NewzoPreview_Images_Global_Growth_of Esports_Repor
t_V4.pdf (10.09.2016).
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Chart 28. E-sports enthusiasts 2012-2017.

OCCASIONAL VIEWERS
. FREQUENT VIEWERS / ENTHUSIASTS

2012-2017

CAGR: +20%

© 2015 New 200

20 2014 2017

Source: Newzoo, The Global Growth of Esports,
https://images.eurogamer.net/2014/dan.pearson/NewzoPreview_Images_Global_Growth_of Esports_Repor
t_V4.pdf (10.09.2016).

The most important eSports broadcasters includeSpkyts, ESPN, Endemol, BBC, Yahoo!,
Turner, Fox Sports and L'Equipe 21. Probably thetrimportant entertainment company
operating in this sector is Modern Times GroupsTdompany has made very important strategic
moves by acquiring Dreamhack and purchasing thenmagtake of Electronic Sports League.
Times Group also announced their plans of credatiagSportsTV channel available 24 hours a

day, 7 days a weeR.

%5 Newzoo, eSports awareness exceeds 1 billion agjtebal & local initiatives are launched
https://newzoo.com/insights/articles/global-espasgreness-exceeds-1-billion-as-new-initiativesitned/
(10.09.2016).
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9.1 Comparison with conventional sports

As presented in the chart below over 2.2 billioogle declared themselves as being interested in
sports. 1.6 billion of those people are involvedire or more sports. This result is similar to the

total number of gamers in 2014. It has alreadyhlbreentioned that the total number of eSports

enthusiast viewers is expect to grow from 89 millio 2014 to 145 million by 2017. Currently it

is estimated that eSports is as popular as swimandgce hockey. However, by 2017 eSports is

expected to be as popular as American football.

Chart 29. Popularity of conventional sports and esprts.

All All Individual Esports
Sports @ Gamers Sports @ Enthusiasts
2.2Bn 2.1Bn
151M
1.6Bn 1.7Bn 145M
94M
. : I :
Sports  Active in Gamers American Ice Esports
Fans Sports Football Hockey Enthusiasts

Source: Newzoo, The Global Growth of eSports,
https://images.eurogamer.net/2014/dan.pearson/NewaoPreview_Images_Global_Growth_of Esports_Repor
t_V4.pdf (10.09.2016).
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9.2 Major League Gaming (MLG)

Major League Gaming is the most commonly known Bf&pbrand and the first big digital
network in the gaming sector. The main goal of thiganization is global promotion of E-Sports
which is done through organizing multinational egefMLG also aims to let the viewers have a
free access to the gaming content offered via th& M which is a free, supported by ads
streaming platformi® Viewers are able to track their favorite gamingrimments via mobile,
web, television and gaming consoles. The tablevbalompares MLG.tv against the industry
average in terms of ad metrics connected with thverdising of video games. It is clearly visible
that MLG.tv outperforms the industry average inrguespect.

Table 10. Comparison of ad metrics between MLG.tviad the industry average.

Completion rate 90% 72%
Click through rate 4% 2%
Ad viewability 99% 44%

Source: Major League Gaming, About MLG, http://www.majorleaguegaming.com/about (29.08.2016).

When it comes to the structure of the audiencesetrere mostly young men (90% of male
viewers). 50% of them are between 16 and 34 yelmrsaod 76% above 21 years old. The
company also operates MLG: Play which is an ondiaming tournament system. It currently has
more than 9 million registered users around theldvaviLG has achieved a very impressive
audience growth of 1557% over the course of foaryeMajor League Gaming together with
eSun Holdings Limited and Lai Fung Holdings Limitadnounced their plans to open the first
MLG Arena in China. It will be placed in Zhuhai, Bh which is located close to a very popular
tourist location - Macau coast. The MLG Arenalanped to be open in 201%.

% Major League Gaming, About MLG, http://www.majatriegaming.com/about (29.08.2016).

7 Major League Gaming, Major League Gaming to Biict-Ever MLG Stadium in China,
http://www.majorleaguegaming.com/news/major-leagaeting-to-build-first-ever-mlg-arena-in-china/
(29.08.2016).
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9.3 Electronic Sports League (ESL)

Electronic Sports League was founded in 2000 whietkes it the oldest E-Sports company in
the world. Headquarters of ESL are located in @oép Germany. There are also company
offices in Los Angeles and New York. The organi@atiwas acquired in July 2015 for $87
million by Modern Times Group - a media companyrir@weden. 20 games and 10 E-Sports
products are incorporated by the ESL. It is alseharge of organization and coordination of
different tournaments that include Intel Extreme skéas (IEM), StarCraft 11 World
Championship Series and ESL One. ESL was able ito tha leading position in the United
States, France, Germany, Poland, Italy and Scawidimacountries. It also cooperates with
leading game developers like Blizzard EntertainmBint Games, Hi-Rez Studios and Vaffe.
The diagram below shows the events and produactsdinted by ESL as well as games that are

played during the tournaments held by this orgdiura

Chart 30. ESL One Katowice events, games and prodts.

—{  ESL One Katowice 2015 | — Battlefield 4 ) —{ Intel Extreme Masters |
—| IEM Katowice 2015 | —| Counter-Strike | —| ESL One |
" Hearthstone | p=—|  StarCraftiiwcs |
— Heroes of the Storm | — ESL Fantasy |
—| Starcraft Il |
— WOrld of Tanks |
| Rainbow Six |

Source: ESL, http://www.eslgaming.com/ (29.08.201@nd own elaboration.

®8 J. Gaudiosi, This eSports company just got acdume$87 million, http://fortune.com/2015/07/03teSports-
acquisition/ (29.08.2016).
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9.4 Beyond the Summit

Beyond the Summit (BTS) is a company operatindnértew-media sector. It is headquartered in
Los Angeles, California. It is specialized in orgamg events and providing coverage for Valve’s
game Dota 2. BTS was founded in March 2012. Simamn tit has hosted top-tier Dota 2
tournaments that included The International 201&rl&lder, ESL Frankfurt, Alienware Cup and

DreamHack Wintef?

9.5 DreamHack

DreamHack (DH) was founded in 1994 and has thedweaters in Jonkoping, Sweden. It is the
biggest video game festival that also includes tiwacerts, digital art and gaming competitions.

The event takes place two times a year in Elmiaitiitidn and Convention Centr&

9.6 StarLadder

StarLadder is an international tournament. There igast library of games played during
StarLadder tournaments that include Counter-Strikobal Offensive, Overwatch, Dota 2,
Hearthstone and League of Legends. The LAN evdwmstalace in Cyber Sports Arena, Kiev.
There are four major partner companies that sugtarLadder tournaments — two online betting
companies EGB and CSGOFAST.com, gaming hardwardupes Predator and an on-line

streaming service TwitcH.

9 Beyond The Summit, About BTS, http://beyondthesiintwiabout/ (29.08.2016).
0 Liquipedia, DreamHack, http://wiki.teamliquid.n=ilinterstrike/DreamHack (29.08.2016).
"1 StarLadder, http://starladder.com/en/events/ @2@L6).
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10. Five Forces Analysis

Image 5. Five Forces Analysis for eSports market.

Bargaining power of suppliers
Low

Since the majority of the prominent
vendors are global brands, suppliers
would want to be associated with
these brands. Also the vendors have
strict quality standards to which the
suppliers must comply with.

Threat of substitutes Threat of rivalry Bargaining power of

Moderate High buyers
Moderate
Board games, outdoor Competition amongst the existing
sports are major threats vendors is intense as the major
which might not be a threat vendors have majority of the Vendors have the ability to

market share. In a technological
market, upgrading to next
generation of technology becomes
even more important as the rivals
will have all the resources to
upgrade to the latest generation of
technology.

define the user experience, so
gaming enthusiasts are happy to
spend more. Also, as e-sports is
becoming more lucrative, the
demand for innovative games is
greater than ever.

for gaming enthusiasts but
for threat for casual
gamers.

Threat of new entrants
Moderate

The smaller players have relatively
low market share and as the major
vendors double down on their
investment on marketing it gives
limited scope for new or smaller
vendors to succeed in the market.
however there are prominent vendors
like Riot Games, which has found
success with a single game.
Therefore, the threat of new entrants
cannot be ianored

Source: Technavio.com, Global E-sports Market 2012019.
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The Five Forces analysis is a framework introdugcgd/ichael E. Porter that takes five factors
into consideration in order to analyze industryosnpetition level. The forces include bargaining

power of suppliers, threat of new entrants, baiggipower of buyers and threat of substitutes.

10.1 Bargaining power of suppliers

The bargaining power of suppliers operating on éBports market can be described as low.
There are plenty of global brands present on th&sket and suppliers are striving to be
associated with them.

10.2 Threat of new entrants

Even though there are many strong and well estadlicsompanies on the eSports market like
Activision Blizzard, new competitors cannot be iggth and hence the threat is moderate. We
should keep in mind that there are companies liké Eames that was able to obtain the leading

position on the market despite the fact that itodticed just one game — League of Legends
which became extremely popular.

10.3 Threat of substitutes

There are plenty of substitutes to electronic spitrat is why the threat is high in this case. dide
games mostly compete against very popular convegitisports with a long history and huge
multinational events like the FIFA World Cup. Theaee also other potential substitutes for
gaming enthusiast like board and card games.

10.4 Bargaining power of buyers
In case of eSports market the bargaining powewgéts is medium. Vendors try to do their best
to offer better gaming experience for the play&wing popularity of eSports and the fact that

this area is becoming more lucrative, leads toeased expectations concerning the quality and
creativity of video games.

77




16f 4e767a9cd5e178d05255e60df 38c6
2016- 09- 14 10: 25: 19
81/ 114

10.5 Threat of rivalry

Threat of rivalry is very high in the eSports mdrk€here are multiple vendors competing
fiercely for a market share. In order to maintdie tesired position it is vital to introduce the

newest (very often expensive) technologies and kiepith the pace of changes.
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11. Comparison between Activision Blizzard and Ubt Entertainment

This part of the thesis will be dedicated to congmar between two leading game developers —
Activision Blizzard and Ubisoft Entertainment. Thermer company is deeply engaged into

eSports and has introduced plenty of very poputanpetitive games such as Heroes of the
Storm, Hearthstone: Heroes of Warcraft or Overwaitte strategy of Ubisoft can be placed on

the opposite side of the spectrum and is basedtoydiuicing sequels of very well established and
highly recognizable game franchises like Assas9Brsed, Rayman, Prince of Persia, Far Cry
and Tom Clancy’s series. The next paragraphs w#icdbe the sales results achieved by these
developers, the popularity of their digital distriton and game management platforms

(Battle.net and Uplay) and number of organizedrtaarents that involve the games developed
by those publishers. There will also be predictigmesented that are connected with the

strategies adopted by these companies. Finally, ldse part of this section will include

recommendations for development of Ubisoft Entartent in the upcoming years.

11.1 Activision Blizzard

Activision Blizzard Inc. is an American video ganueveloper established in 2000 with

headquarters located in Santa Monica, Californtas Tompany is one of the most successful
developers operating in the interactive entertammsector. Development teams include
members of Blizzard Entertainment, Activision, aidg Digital Entertainment but also some

independent studios like Infinity Ward or Sledgehaan Games. There are almost 500 million
monthly active customers of this developer located96 different countries. The company

continues to expand its offer to new genres antdgohas in order to reach new geographies and
bigger audienc& Main sources of revenue include sales of videoegarsubscription fees and

licensing. Blizzard Entertainment has also intragtl8attle.net which is a platform that allows

downloading digital games developed by this compdhyeatures frequent updated for the
purchased titles.

"2 Activision Blizzard, About Activision Blizzard, tj://www.activisionblizzard.com/about-us (21.08.801
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Activision Blizzard hires over 9,000 employees mafyhom are considered to be among best
media, entertainment or technology specialisthiéworld. In 2015 it was placed 77th on the list
of 100 best companies to work for prepared by fetoom’® This company consists of 5
operating units:

1. Blizzard Entertainment which is engaged in develeptrand distribution of very popular
gaming franchises such as World of Warcraft, StaftCand Heroes of the Storm for
consoles, PCs and mobile devices.

2. Activision that develops and distributes games fi©afl of Duty, Destiny or Skylanders
franchises for all the aforementioned platformsm@sa are sold either by using retail
channels or digital distribution. The products amned on reaching a wide variety of
customer groups that include children, adults, ncagsumers and hardcore gamers.

3. King Digital which focuses its operations on deyw#hyg games for the mobile market.
There are over 200 different games created by Kingjtal that include extremely
popular ones like Farm Heroes, Candy Crush or Bulitch.

4. Activision Blizzard Studios that produce televisiand movie content which is based on
the universes created by the other operating units.

5. Media Networks which is focused on providing betg@aming experience for different
games played on various platforms by gamers arthendorld.

Most recognizable and highly appreciated gamingdinéses developed by Activision Blizzard
include:

*  World of Warcraft®
» StarCraft®

* Hearthstone®

* Overwatch™

e Candy Crush Saga®
* Destiny®

» Call of Duty®

3 Fortune.com, 100 best companies to work for -\Asiton Blizzard, http://fortune.com/best-compareesivision-
blizzard-77/ (21.08.2016).
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Many of these gaming franchises are leading oneherE-Sports competitive scene. The most
important one of them is StarCraft with 3775 tomneats held and almost $20 million in prize
awards granted between 2010-02-18 and 2016-08-20.

Blizzard also holds its own tournaments during tteempany’s annual conferences called
BlizzCon, where gamers compete in Heroes of Thengt&tarCraft 1l and Hearthstone. Last
year's tournament took place at the Anaheim Coreer€enter on the"™and 7' of November
with over 25,000 present spectators. The totalepppol of over $4million was also very
impressive and attracted best teams from aroundvtivl. According to Newzoo’s research,
gamers who play Blizzard’s games account for 45%heftotal number of professional gaming
enthusiasts in North America. Fortune magazine éxa&esn gone as far as calling Blizzard’s
BlizzCon “The Olympics of eSports” which can onle bnatched by “The International”
organized by Valve and League of Legends World Ghianship held by Riot Gamés.The
research shows that 45% out of 16.6 million Amerieathusiasts of electronic sports in 2015,
played at least one game from Blizzard’s leadirapd¢hises over the past 3 months. When it
comes to South Korea, the percentage of eSporssplaying Blizzard’s games is the highest in
the world because of the huge popularity of StatGranchise’® The table below presents the

detailed results for all 27 analyzed countries.

" E-Sports Earnings, StarCratft II, http://www.eSpe#rnings.com/games/151-starcraft-ii (21.08.2016).

5 J. Gaudiosi, Why BlizzCon Is Like The Olympics €8ports, http://fortune.com/2015/11/03/blizzconrubycs-
of-esports/ (09.09.2016).

® Newzoo, BlizzCon 2015: Blizzard gamers represéft 4#f American eSports enthusiasts,
https://newzoo.com/insights/articles/blizzcon-2@fizzard-gamers-represent-45-of-american-espottsusiasts/
(09.09.2016).
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Chart 31. eSports enthusiasts who play Blizzard'saies.

Esports at Epicentre of BlizzCon 2015
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Americans have played at least one American esports enthusiasts have Americans watch esports more than
of Blizzard’s key franchises in the played at least one of Blizzard's key once a month. Anomer 16.7 million
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Newzoo, BlizzCon 2015: Blizzard gamers represent #of American eSports enthusiasts,
https://newzoo.com/insights/articles/blizzcon-2016lizzard-gamers-represent-45-of-american-esports-
enthusiasts/ (09.09.2016).
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11.2 Ubisoft Entertainment

Ubisoft Entertainment SA is a French video gamelipbier and developer established in March
1986 in Carentoir, France. It is the third largegleo game developer in the world. The
headquarters of the company are located in Montrehich is a suburban commune of Paris.
Global presence of the company is solidified byd29elopment studios located in 19 different
countries. Ubisoft employs over 10,000 people waeidi@ with more than 2,000 employees
working in the biggest studio in Montreal, Candfaame franchises developed by Ubisoft

include very popular and acclaimed series such as:

* Assassin’s Creed

* FarCry

* Rayman

» Just Dance

* Splinter cell

» Prince of Persia
Ubisoft also designed Uplay which is a digital dimition platform and multiplayer
communication service. The application is conneatti the on-line store. The platform also
features the in-game achievement system. It islablai for most of the gaming consoles,
personal computers and mobile devices. The appitatan also be downloaded from the
Nintendo eShop since December 203 2ccording to gadgetreview.com there were more than
200 PC titles available on Uplay for 300k activergs The total number of accounts is estimated
to surpass 50 millio> However, Uplay is not highly rated among playdtssuffers from
unstable servers and problems with anti-piracy sest It should also be mentioned that most
of the games available on Uplay are non-exclusités means that Ubisoft also allows many of
their games to be downloaded from competitive ptatk including Steam and Origin. Because

of a relatively small library of titles availablendJplay (around 200 compared with more than

"7 Ubisoft official website, Company Overview, httipaww.ubisoft.com/en-US/company/overview.aspx
(05.09.2016).

8T, Whitehead, uPlay App Now Available on Wii U eh
http://www.nintendolife.com/news/2012/12/uplay_appw_available_on_wii_u_eshop (05.09.2016).

93, Sanders, Steam Vs. Origin vs. Uplay (compajjdutp://www.gadgetreview.com/steam-vs-origin-ysay-
comparison (05.09.2016).

83



16f 4e767a9cd5e178d05255e60df 38c6
2016- 09- 14 10: 25: 19
87 | 114

2000 available on Steam) there also aren’'t any d@igsonal sales that could attract more

customers.

11.3 Game franchises

Both game developers introduced very popular amtesasful game series. However, Ubisoft
exploits the strategy that involves developmennaftiple sequels of a well-known franchise. On
one hand, it helps to keep the most dedicateddaddet them enjoy refreshed concepts and new
content in their favorite game series. On the ottzard, it is almost always very hard to keep the
quality that the first game of the series preseimte@rms of its gameplay and fresh ideas. With
each new sequel the changes become more cosmditiplayers might simply become bored
with the same characters or far-fetched plot twiithat makes the situation worse is the fact that
even developers themselves often experience waargmad start neglecting vexing game bugs.
As a result they do not introduce game patchespaoduce very short basic editions of their
games with multiple DLCs in order to make more mpomwa the same title. Most of those
problems affected Ubisoft Entertainment becausea darge number of sequels and DLCs
introduced by this company. Even though Blizzagbahtroduces sequels to their games like
StarCraft Il they are released less frequentlyzZiid has also introduced many brand new titles
representing such genres as MOBA and CCG wheredhmany did not have any presence a

few years ago.
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The table below shows three game franchises - AssasCreed, Far Cry and Rayman -

developed by Ubisoft. It includes the name of egaime in the series together with their release

dates.

Table 11. Ubisoft’'s Assassin’s Creed, Far Cry and &man game franchises.

Assassin’s Creed

200

AC: Altair's Chronicles

2008

Assassin’s Creed Il

200

AC: Bloodlines

2009

AC II: Discovery

2009

AC: Brotherhood

2010

AC: Lost Legacy

2010

AC: Revelations

201

AC: Rearmed

201

Assassin’s Creed lll

201

AC lll: Liberation

2012

AC IV: Black Flag

Far Cry 2004
FC: Instincts 2005
FC Instincts] 2006
Evolution
FC Instincts:| 2006
Predator
FC Vengeance 2006
Paradise Lost 2007
Far Cry 2 2008
Far Cry 3 2012
FC 3: Blood| 2013
Dragon %
Far Cry 4 20 Lg
FC Primal 2016§

2013

AC: Rogue 2014
AC: Unity 2014
AC: Liberation HD 2014
AC: Pirates 2014
AC: Identity 2014

AC: Syndicate

2015

AC Chronicles: China

201

AC Chronicles: India

201

AC Chronicles: Russia

201

Rayman 1995
Gol 1997
English with | 1998
Rayman
Rayman 2 1999
Revolution 2000
Rayman M 012D
Arena 2002
Hoodlum Hayo2003
Hoodlums' 2005
Revenge
Ravinglidd| 2006
Raving Ratbi| 2007
2
Origins 2011
Rayman 3HD 2012
Legends 2013
Adventures 2015

Source: Ubisoft official website, https://www.ubisé.com/pl-PL/ (02.09.2016) and own elaboration.
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11.4 Card games (Hearthstone vs. Duel of Champions)

Online Collectible Card Games (CCG) genre has lgaémng an increasing popularity over the
last few years. Currently there is a trend amongmgame developers to introduce their own
CCGs placed in the universes created in other gairesare present in their development

portfolios. The list of developers who releasesirtiCollectible Card Games includes:

1. Activision Blizzard — this company released the tmaspular digital card game in the
world Hearthstone: Heroes of Warcraft. The cardslable in the game are based on the
storyline and characters introduced in the games fiVarcraft series. The game was
released on March 112014%°

2. Ubisoft is the company behind the game called Maid Magic: Duel of Champions.
The game was introduced on the"1& September 2012. The universe present in the
game is based on the Might and Magic series whaheg millions of fans around the
world thanks to the success of the strategy gamedseof Might and Magic and the RPG
called Might and Magié’

3. Bethesda Software — In August 2016 Bethesda lauhttieeopen beta of their CCG game
named The Elder Scrolls Legends. It is based iruttieerses of their famous RPG games
— Morrowind and Skyrin¥?

4. Chronicle: RuneScape Legends. The game was releaskldy 26, 2016 and is based on
the universe of an MMO game Runescape createddexJa 200123

5. CD Projekt S.A. has also announced its own cardegeaied Gwent. The game is set in
the universe of The Witcher which is and extremgbpular game franchise. It was

announced by the company that the closed beta@riimence on October 22016%*

80 Hearthstone: Heroes of Warcraft, http://us.batéghearthstone/en/ (02.09.2016).

81 Metacritic, Might & Magic: Duel of Champions, ptt/www.metacritic.com/game/pc/might-magic-duel-of-
champions (02.09.2016).

82T Marks, The Elder Scrolls: Legends is now inopeta, http://www.pcgamer.com/the-elder-scroligeleds-is-
now-in-open-beta/ (02.09.2016).

8 Chronicle: RuneScape Legends, Chronicle Launches 26th,
https://www.rschronicle.com/blog/2016/may/steannlestudate.html (02.09.2016).

84 Gwent: The Witcher Card Game, Gwent panel to tie &iesPAX West 2016, https://www.playgwent.com/ewirs
(02.09.2016).
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One of the main goals of this thesis is to compghesperformance of Activision Blizzard and
Ubisoft Entertainment in different areas of therewations. In my opinion the collectible card
games form a crucial element of the financial peniance of game developers despite the
apparent simplicity of this genre. That is why inththat the decision recently announced by
Ubisoft that concerns closing the game serverstoffdur free-to-play games can have very
negative repercussions in the future. The semvktBree f2p games developed by the company
will be closed in October and when it comes todbevers of the fourth one, they will go down
by the end of the year. The games that are platmdze shut down in October include The
Mighty Quest for Epic Loot (25 of October), Might & Magic Duel of Champions tolget with
Tom Clancy’s EndWar Online (81of October) and the last one is Tom Clancy’s GiReston
Phantoms (f of December§> Duel of Champions is the most important game frima
aforementioned for the purposes of this analysie dfficial reasons behind the closure include
decreasing number of active users and lack ofasteirom the side of new potential players.
While reading the official Ubisoft forum it can lbeund that there are still some loyal fans that
praise different features of Duel of Champions ld&gpealing artwork on cards, demanding
strategic aspect, clever mechanics and intereatingerse. Disappointed fans also make petitions
to prevent the company from taking the game dowowé¥er, in the same thread there also those
who name multiple reasons why the game failed. oAding to Duel of Champions players the
economic aspect and ineffective marketing are thef&ctors that lead to the withdrawal of the

game®®

85 0.S. Good, Ubisoft closing four free-to-play gamesPC, http://www.polygon.com/2016/8/27/1267030:6/-
recon-phantoms-endwar-online-mighty-quest-for-épat-might-magic-duel-champions-closing (02.09.2016
8 Ubisoft Forums, Petition about Might and magic:eDaf Champions,
http://forums.ubi.com/showthread.php/1297639-Retibout-Might-and-magic-Duel-of-Champions-Forums
(02.09.2016).
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| fully agree that Ubisoft failed in using the potal of cross marketing of Duel of Champion
with Heroes of Might and Magic VI or VII. This ishere Activision Blizzard really shines. For
example, those people who purchase collector'soeditor pre-orders of World of Warcraft,
Heroes of the Storm or Overwatch are often graatedxclusive card back that can be redeemed
on their Hearthstone account. What is more, whiyipg World of Warcraft we can even
observe some non-player characters (NPC) thatydihd table and play Hearthstone inside the
game. All the universes created by Blizzard arey \amhesive with one another despite their

differences.

Image 6. Non-player characters playing a game of tgthstone in World of Warcraft.

Source: Wowhead, References to games in World of Waaft, http://it. wowhead.com/guide=3320/references
to-games-in-world-of-warcraft (02.09.2016).

88



16f 4e767a9cd5e178d05255e60df 38c6
2016- 09- 14 10: 25: 19
92 / 114

Furthermore, Duel of Champions users also com@bhwut the offered in-game purchases and
lack of alternative arts. Game developers alsedatib fix many vesting bugs that could make the
game unplayable at some point. Other developersnlynActivision Blizzard) are definitely
going to benefit from the closing of Duel of Chaompiservers. The game had a real potential of
becoming the leader in the online collectible csedtor but it slowly died not because of the fact
that it was bad but rather because the people feeced to leave it for the reasons mentioned
above. Such situation is going to impair the map@sition of Ubisoft Entertainment in the
upcoming years and make it hard to keep up witkeradlevelopers who will take over the market

share previously occupied by Might and Magic DdeCbampions.

11.5 E-Sports events and tournaments

It has already been mentioned that Activision Blizz and Ubisoft present two completely
different attitudes towards eSports. All the gardeseloped by Blizzard Entertainment in the
recent years have their own dedicated tournamerdsatract millions of spectators globally.
Ubisoft almost completely neglected this area gftdi entertainment in the past years with the
minor exception of a handful of Duel of Championarhaments held in 2013 and 2014. They
also did not pay much attention to providing furtlsepport for their games after the release.
However, it seems that the company is startingetize the importance of eSports and the
necessity to be involved in hosting tournaments dadeloping games that can be played
competitively. This year Ubisoft introduced competis based on their FPS game called Tom
Clancy’s Rainbow Six Sied¥.Despite the fact that this is definitely a stefihia right direction,
the efforts still cannot match Activision Blizzasdperformance in terms of viewership, number
of competing teams, number of sponsoring compaied prize pools. Most important
tournaments organized by both companies togethértive prize pools will be presented in the

following paragraphs.

87B. Dawson, Rainbow Six: Siege - Ubisoft Heads &fports, https://www.primagames.com/games/rainsiaw-
siege/feature/rainbow-six-siege-ubisoft-heads-asgor.09.2016).
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11.5.1 Duel of Champions

Ubisoft hosted Duel of Champions tournaments caRedd to Paris in 2013 and 2014. It was
also possible to watch the live stream from thertament free of charge via Twitch. The finals
of the 2014 tournament took place at The Meltdowpoets bar in Paris. Eight finalists of this
international tournament came from Poland, US, tdupgNetherlands, China, France, Sweden

and Brazil. The cash prizes for the finals are showthe table below.

Table 12. Road to Paris 2014 prize pool.

Total prize pool 13500 €
1 7500 €

* place
2" place 3000 €
3 place 1500 €
4" place 1000 €
5" place 500 €

Source: Duel of Champions, https://www.duelofchampins.com/en/news/road-to-paris-live-finals (04.09.26).

11.5.2 Tom Clancy’s Rainbow Six Siege

Ubisoft introduced two types of Tom Clancy’s Rainb8ix Siege tournaments — the first one —
Go04R6 is intended for amateurs and the second drem-Clancy’s Rainbow Six Pro League -

for the best teams from the European and the Namikrican Region. The Go4R6 tournament
was initiated on the"7of February 2016 and is available to all PC andx®ne users above 18

years of age who own a copy of the game and ady ieaform their own team. When it comes
to The Pro League it was launched in March andufeattop 8 Go4R6 teams in the world that
take part in a tournament season that lasts a emfplveeks. The best two teams from both
European and American regions will take part in$leason Finals to win the championship title.

The games will be available to see during broadcasiilable to watch for free on twich.tv every
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week. They will also be recorded and uploaded enofficial YouTube channel of the Rainbow
Six Pro Leagué&®
The prize pool for the Go4R6 and the Tom Clancy&snBow Six Pro League are presented in

the table below.

Table 13. Go46 and Pro League prize pools.

Go4R6
$100 Awarded to the best team every week for a

selected region and platform

$500 To be divided between best two teams
competing at the monthly final

Tom Clancy’s Rainbow Six Pro League
$100,000 Split between the participants of the Seasgn
Finals

Source: Tom Clancy’s Rainbow Six Pro League, http/fainbow6.ubi.com/siege/en-us/competition/index.asp
(05.09.2016).

11.5.3 Call of Duty Championship 2015

Call of Duty Championship 2015 is a tournament tlvatk place in Los Angeles, California
starting on the 27 of March 2015. The prize pool for the Call of Du#dvanced Warfare
championship was $1,000,000. There were 8 groapk eonsisting of 4 teams. All the games
were played on the best of five formula (BO5) whichans that the team with better results after

playing 5 games is the one to be promoted fufth&ame types included the following modes:

8 Rainbow Six Siege, Competition, http://rainbowé.cim/siege/en-us/competition/index.aspx (04.096301
8 eSportspedia, Call of Duty Championship 2015,
http://cod.eSportspedia.com/wiki/Call_of Duty Chaomship_2015 (28.08.2016).
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« hardpoint — which requires the players to rushhe gpecific point on the map and then
protect it from attacking enemi8s

e search and destroy (SnD) — the main objective o thode is to either defeat the
defending team or activate one of two available bsites®™

« uplink — it is very similar to the capture the flagpde but in this case the objective is to
take control over a drone and lead it to the upditaitior?

» capture the flag (CTF) — this mode is about captuthe enemy’s flag and bringing it to
the team’s basé

The table below presents the 8 best teams thatgadkin this event together with their team
logos and awarded prizes. The winning team — Ddfi8ports was granted $400,000 followed
by $200,000 for Team Revenge that was placed seaodd$120,000 for the third team — FaZe
Red.

Table 14. Call of Duty Championship 2015 team rewals.

Place Prize (USD) Team

O 1st $400,000 >, Denial eSports

@2nd 5200000 M TeamRevenge

< 4th $100,000 e Prophecy
5th $70.000 m Automatic Reload
6th $50,000 Mindfreak

Team Kaliber

Vi
7th $35000 | MZF: OpTic Gaming

8th $25,000

Source: eSportspedia, Call of Duty Championship, tp://cod.E-
Sportspedia.com/wiki/Call_of Duty Championship_2015%28.05.2016).

% call of Duty Wikia, Hardpoint, http://callofdutyikia.com/wiki/Hardpoint (28.08.2016).

%1 Call of Duty Wikia, Search and Destroy, http:/lofduty.wikia.com/wiki/Search_and_Destroy (28.08L8]

%2 Call of Duty Wikia, Uplink (Game Mode), http://¢aiduty.wikia.com/wiki/Uplink_(Game_Mode) (28.08.26).
9 Call of Duty Wikia, Capture the Flag, http:/cdtlaty.wikia.com/wiki/Capture_the_Flag (28.08.2016).
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11.5.4 2015 Heroes of the Storm World Championship

Heroes of the Storm World Championship is a ganewent that is organized during the annual
conference held by Blizzard Entertainment calledZ8on in Anaheim, California. Eight teams
were competing at regional championships in ordee&ach the finals. The prize pool offered by
Blizzard was 500,000 to be dived between the tgaesented in the table below.

Table 15. 2015 Heroes of the Storm World Championgts winners and rewards.

Place $ USD Team

() st $200,000 & Cloud?

() 2nd $120,ooo’ @ Team Dignitas

Source: Liquipedia, 2015 Heroes of the Storm WorldChampionship
http://wiki.teamliquid.net/heroes/2015_ Heroes_of th_Storm_World_Championship (29.08.2016).

There were 25,000 tickets sold for BlizzCon 20X ere the Heroes of the Storm Championship
took place together with other events organizedBbyzard and announcements. It is a huge
increase in ticket sales from the first BlizzCor2805 where only 800 tickets were sold. It also
proves the rapid growth of the gaming and E-Spogsket?

More detailed results of each game from the grdagesand the playoffs are available in the

pictures below.

% K. Cobban, More than just a game: A look into Hiig/eSports have become,
http://www.gameskinny.com/tnquy/more-than-just-angaa-look-into-how-big-eSports-have-become (29.085.
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Table 16. 2015 Heroes of the Storm World Championgh group stage results.

Group A CQN 111 1] Group B CQN T 1011 ]
October 28, 2015 October 28, 2015
1. & Cloud9 2-0 4-1 1. @ Natus Vincere 2-0 4-1
2. @ Team Dignitas 21 5-3 2. * Team DK KR 241 5-4
3. w Team YL 12 34 3. “ Brave Heart 12 35
rY
4. v GIA 0-2 04 4. ‘, Tempo Storm 02 24
Match List [show] Match List [show]

Source: Liquipedia, 2015 Heroes of the Storm WorldChampionship
http://wiki.teamliquid.net/heroes/2015_Heroes_of th Storm_World_Championship (29.08.2016).

Chart 32. 2015 Heroes of the Storm World Championsh playoffs results.

Semifinals Finals

Cloud9 2

o)) o
* Team DK KR 0
=

& Cloud9 3
A O
& Team Dignitas 0
Natus Vincere

@ Team Dignitas 2

Source: Liquipedia, 2015 Heroes of the Storm World€Championship
http://wiki.teamliquid.net/heroes/2015_ Heroes_of th_Storm_World_Championship (29.08.2016).

94



11.6 Financial Results

16f 4e767a9cd5e178d05255e60df 38c6
2016- 09- 14 10: 25: 19
98 / 114

The charts below present the financial results div#sion Blizzard and Ubisoft Entertainment
between 2010 and 2015. The charts, which are barsele financial reports published by both

companies, show that Activision Blizzard outperferbibisoft Entertainment in terms of sales,

total net revenues, operating income and net indarttee last five years.

Chart 33. Ubisoft Entertainment financial results {n thousands of euros).

1600000 1463 763
1 400 000 /
1256 164 /
1 200 000 N
1038 826 \/ 1126 680
1 000 000 1061296 5 ;100 OV Sales
800 000 -8/0-954 A Total net revenues
M i3
600 000 Operating income (loss)
512656 .
400 000 Net income (loss)
200000 3679 7766 9219710334 166-850
4750 18 244 75313
0 77673 Z5673 3998 712"
2010 2011 2012 2013 2014 2015
-200 000

Source: Ubisoft Entertainment financial reports from 2010 to 2015 and own elaboration.

When it comes to Ubisoft, the number of sales| to¢hrevenues and the operating income were
growing steadily between 2010 and 2012. Over theé year, more substantial growth could be
observed. However, between 2013 and 2014 all thratstics strongly plunged. Ubisoft was
able to recover from this difficult situation andshexperienced an increase in the gross margin
and the number of sales between 2014 and 2015015 fhe sales, revenues and operating
income soared and achieved the highest result enetitire analyzed period. However, this
growth turned out to be only temporary becauseeittvdown again to approximately 700,000 in
2015. Despite the negative operating profits in®@hd 2014, the company experienced net
income of more than €4.7 million in 2010 and €1®i8ion in 2014 which was the highest result
within the analyzed period. It can also be seen Wimsoft experienced net loss in 2011 which
has not happened to Activision Blizzard within tast 5 years.
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Chart 34. Activision Blizzard financial results (in millions of dollars).

6 000
4 856
5000 | 4447 7> 4583 4400 4664
/ e —
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3087 3207 3201 ales
2786
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Operating i |
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- 1 1149
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418 ' ' ' . . .
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Source: Activision Blizzard financial reports from 2010 to 2015 and own elaboration.

Despite the declining number of sales between 2022015, Activision Blizzard’s net revenues
have been very stable. The net income is recovémmg a plummet that happened between 2013
and 2014. The operating income has been very sthbteeen 2013 and 2014 and the
disproportion between the operating income andngetme is not as substantial as in Ubisoft’s
case.

To sum this section up, it can be clearly seen thatfinancial results achieved by Activision
Blizzard in the last five years are not as volatike the ones of Ubisoft Entertainment. Such
stability is achieved due to the fact that ActigisiBlizzard does not have to depend entirely on
releasing new games in order to generate reveMdesdd of Warcraft is a game that brings in
millions of dollars of revenue every month thanksthe subscription model. According to
statista.com there were 5.5 million registered Waf Warcraft users in the third quarter of
2015". Every registered user pays approximately 15 USDrfonthly subscription. Furthermore,
free-to-play games developed by this company atswe@ate substantial revenue thanks to the
effective model of micro transactions. Games likeaHhstone and Heroes of the Storm can be
downloaded for free and later on players might seoto purchase additional in-game wares.
Although this feature is fully optional, f2p gamssll yield huge revenues. According to the
gamespot.com article that was based on the datzergat by Super Data research group,

Blizzard's collectible card game Hearthstone witma@st 30 million active players generates

9 Statista, Number of World of Warcraft subscribfecsn 1st quarter 2005 to 3rd quarter 2015 (in i),
http://www.statista.com/statistics/276601/numbemof|d-of-warcraft-subscribers-by-quarter/ (10.08L8).
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approximately $20 million each monthUbisoft achieved negative operating incomes in0201
and 2014 but also very impressive sales resul®®i8 and 2015. In 2013 the company released
Rayman Legends and AC IV: Black Flag and in thedligyear that included 2015 and 2016 such
games as Far Cry Primal, Rayman Adventures ands8issa Creed Syndicate. Ubisoft does not
introduce the subscription payment system like VAsitbn Blizzard and is gradually withdrawing
some of its very important free-to-play games IMeght and Magic Duel of Champions. This

will make the company more vulnerable to poterftiadtuations of sales in the upcoming years.

11.7 Twitch viewership

Twich.tv live stream service is currently the mpepular website for eSports enthusiasts. It was
purchased by Amazon in 2014 for $970 million. Thogydarity of Twitch is strengthened by a
big number of hardcore streamers, who treat plagames on live channels as their full-time
jobs. Recently, it has been announced that Facelsoplanning to enter this market as well,
encouraged by Amazon’s success. This social netwdllallow its users to stream gameplays
using their Facebook accounts. Facebook’s stradi@gguccess is based on a huge user base of
over 1.65 billion registered accounts. In this cB8ezard is again the first company willing to
cooperate with Facebook. The exclusivity in theeascto Facebook’s user base is going to
further improve Blizzard's strong position in th&pwrts markel’ This will increase the gap
between the companies analyzed in this thesis makiextremely difficult for Ubisoft to keep

up with the increasing viewership of Blizzard’s gzsn

% C. Pereira, Hearthstone Now Earns About $20 Millitvery Month — Report,
http://www.gamespot.com/articles/hearthstone-nomsabout-20-million-every-month/1100-6429654/
(10.09.2016).

97J. D'Onfro, Facebook is taking on Amazon's wilsligcessful live video-game streaming service,
http://www.businessinsider.de/facebook-is-takingammazons-wildly-successful-live-video-streamingvie-2016-
6?r=US&IR=T (05.09.2016).
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Top 10 most popular games on twitch.tv in 2015 weesved from 72 million to 1 028 million
hours over the period of 365 days. The undispwgaddr in this category was League of Legends
which almost doubled the result of Counter-Strilgobal Offensive that is the second most
popular one. There are four games developed byvi8iin Blizzard present on this list —
Hearthstone, StarCraft 1l (including 3 expansiots seWings of Liberty, Heart of the Swarm and
Legacy of the Void), Call of Duty (Black Ops 3 a’dlvanced Warfare) and Destiny. The
popularity of Hearthstone with almost 400 milliomuns of viewership in 2015 proves the

previously presented thesis about the importan@®ltéctible card games in the eSports market.

Chart 35. Top 10 most popular games on twitch.tv iterms of the number of hours watched.

S5 TOP 10 GAMES

COUNTER-STRIKE:GO%;
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-

HOURS
waTcHED | 13M
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=

Source: Gamolco, https://www.linkedin.com/pulse/twch-top-10-games-2015-league-legends-cracks-1-luti
cerrato (05.09.2016).
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According to the data gathered by statista.comewigame enthusiasts spent over 277 million
hours in May 2016 watching live streams of theuofde titles. Out of 10 most popular games
presented in the chart below 4 were developed kwi8ion Blizzard. Huge and still growing
popularity of Hearthstone: Heroes of Warcraft (89 hours viewed), Overwatch (21.87 m
hours viewed), Call of Duty: Black Ops Il (11.90hours viewed) and World of Warcraft (8.51
m hours viewed) makes this developer the leadégrims of the number of most popular games
introduced. The total viewership achieved by afisih games combined in May 2016 amounts to
91.87 million hours which gives Activision Blizzarthe first location and beats the result
achieved by Riot Games with their most popular gamtbe world League of Legends (80.78 m

hours viewed).

Chart 36. Most watched Twitch live streams in the \leo Games category as of May 2016.

League of Legends | RN, 20.78m
[Hearthstone: Heroes of Warcraft| | EGTGTcTNGNGGEEEEEEEEE 49.53m
potA2 GG 46.83m
Counter-Strike: Global Offensive || EGTTNNGNGEGEGEGEEEEEEEE 44.89m
[Gverwatch] I 21 87m

[Call of Duty: Black Ops III]| N 11.90m
world of Warcraft] Il 8.51m

Dark Souls Il [l 7.47m

Minecraft JJlj 6.85m

Runescape [} 5.95m

Source: Statista, Twitch video game streaming, htg//www.statista.com/chart/4986/twitch-video-game-
streaming/ (05.09.2016).
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Call of Duty: Black Ops Il and Overwatch also maile list of most popular new games
streamed via twitch.tv. This list includes the brestults achieved by new games during the first 7
days since their release. Call of Duty: Black Opsvhs placed second with 12.4 million hours

results and Overwatch achieved the 7th positioh &% million hours.

Chart 37. Most popular new games on twitch.tv in 205.
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Source: Gamoloco, Top 20 Games Channels on Twitch 2015, http://esports-marketing-blog.com/wp-
content/uploads/Top20-Games-Channels-on-twitch-in@L5.png (05.09.2016).
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Games developed by Ubisoft Entertainment are regemt on any of the lists shown above. It is
a result of a very small involvement in eSports @imas low media coverage. However, the
company has its own Twitch.tv official channel. Tdare also 5 lesser channels dedicated to
specific games which are linked with the main dffee number of total views and followers for

each of Ubisoft’'s channels are presented in thie taddow.

Table 17. Number of views and followers of Ubisof#' Twitch channels.

Channel name Game Total Views Followers
twitch.tv/ubisoft Main channel 5,908,015 82,204
twitch.tv/thedivisiongame | Tom Clancy’s The Division| 4,235,463 92,474
twitch.tv/rainbow6 Tom Clancy’s Rainbow Six 3,435,741 84,427
twitch.tv/assassinscreed Assassin’s Creed 983,173 15,833
twitch.tv/redlynxofficial Trials Fusion 1,309,923 5,588
twitch.tv/rocksmithgame Rocksmith 88,333 5,678

Source: twitch.tv (02.09.2016).
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11.8 Summary and recommendations for Ubisoft

Basing on the analysis conducted in the initial gdrthe thesis it can be determined that the
strategy adapted by Ubisoft might have been effedh the last few years but the company can
struggle to sustain their position among leadingetigpers in the future. As it has already been
mentioned, the global E-Sports market is expeaegtdw at the compounded annual growth rate
of 36.65%. When it comes to its size, it was edtathat by the end of 2016 it will be
approximately 336.3 million, 507.35 million in 2Q1@ore than 700 million in 2018 and 950
million in 2019. Most substantial growth rates goeng to be observed between 2016 and 2017
with the growth rate slightly slowing down in 20B8d 2019. These predictions lead to a
conclusion that the most successful game develapéhe upcoming years will be the ones, who
have already made significant investments into ldgweent of their E-Sports divisions.

Activision Blizzard is famous for their well-thougind accurate strategic moves. This company
is able to sense the upcoming trends and adjustdeeelopment schedule to the current market
conditions. That is why in my opinion it can seaga role model for other game developers. The
most impressive strategic decision made by ActwisBlizzard in the E-Sports sector was
definitely the acquisition of the Major League Gaiwhich is the largest and the most
important E-Sports organization operating in Nohtinerica. On January 1, 2016 the company
acquired MLG for $46 million. Thanks to the acqtiei Activision Blizzard also took control
over one of the most recognizable E-Sports liveastr platforms — MLG.tv. The decision that
followed those actions was the announcement ofGak of Duty Pro League which will be
focused on Call of Duty: Black Ops 3 tournamefits.

The information announced by Ubisoft at the begigmf 2016 concerning withdrawal of three
free-to-play games shows that the company struggittddifferent issues concerning these titles.
Free-to-play games are in many cases extremelytadotef despite the fact that they can be
downloaded for free. The key to success lies iretfieient use of the in-game micro transactions
system. In my opinion, the most troubling move enaken by Ubisoft concerned closing the
servers of their only collectible card game Mightlaagic Duel of Champions. Card games set

new trends on the eSports market and are very ppmrhong enthusiasts and professional

% ). Gaudiosi, Activision Blizzard Acquires MLG {846 Million, http:/fortune.com/2016/01/04/activisi-
blizzard-acquires-mlg/ (02.09.2016).
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gamers. There is a reason why the leading compangestriving to introduce their titles in this
area. Ubisoft acts in contrary to the trends wisght further damage their financial results. The
recommendation that | suggest in this area isdd storking on a brand new collectible card
game. | believe that Ubisoft should follow Blizzaréxample and introduce a card game that is
not very demanding but rather simple, entertaimind appealing to different target groups. Duel
of Champions might have been too complicated andusegame dedicated for advanced users.
Hearthstone on the other hand is characterizedntylisity and unique sense of humor that let it
become the most popular game of this type in thedwBDespite quite a big number of available
cards the rules are simple. There are only 2 lwasit types — spells and minions and the cards of
the latter category can be placed only on one ¢héhe board which does not require very
advanced strategic thinking. | suggest that Ubistfoduces a simple game that can be set in the
universes of different games developed by this @mpike Assassin’s Creed, Rayman and
Splinter Cell. This would make it unique becauseattlestone is based solely on one of
Blizzard’s games — World of Warcraft. | think tratch diversity could attract fans of different
series and would be a perfect example of cross-piiom Players might feel more inclined to
purchase other Ubisoft games after spending tinteeir free-to-play collectible card one. The
game should also be taken less seriously and i@ substantial dose of humor — more
serious universe of Assassin’s Creed would be bathwith cards coming from the Rayman
series which is more fun and dedicated for yourgelience.

Ubisoft should also fix the most vexing problemshwits digital distribution platform Uplay
basing on the opinions presented by the usersliyiitais clearly visible that holding eSports
tournaments of just one game - Rainbow Six Siegeotsenough taking the strength of such
competitors as Riot Games and Activision Blizzawtbiconsideration. Ubisoft might consider
developing their own MOBA game to keep up with thaders. The media coverage is also
insufficient in case of this company. As it hasrbegntioned, Activision Blizzard purchased the
biggest eSports league in the world — Major Lea@aming and started cooperation with
Facebook in order to popularize live streaming agnasers. Ubisoft should follow the example
after introducing new competitive games and in@e#iseir media presence. Furthermore,
Blizzard introduced very efficient policy towardeeaters who play Overwatch — in most cases
they are given permanent bans for their illegaivdis. The banning system is very effective

and cannot be reversed by changing the IP addoeiysng VPN or changing MAC address.
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Those who used cheats like the wall hack in Overfwat least once will never be able to come
back to the game again. Ubisoft's management asdizes how important it is to prevent
cheating in their games to make the gaming expegienore enjoyable. Even though they are
currently introducing the beta of BattleEyeheat protection system it might not turn out ¢cels
efficient as the approach of Blizzard. E-Sportdaéinitely going to be the biggest driving force
in the gaming industry and neglecting its imporeaman cause many big companies to fall
behind. Even though introduction of a Massively tplhyer Online Game based on monthly
subscription payments appears to be very attraetng lead to stable inflow of money every
month | would advise against this idea. There waasy attempts in the first to take over the
leadership position from World of Warcraft but aflthem were not successful. Introduction of
more free-to-play available both on PCs and moti#eices can also bring substantial revenues
thanks to the micro transactions system and iefsnidlely a much safer option. Despite the fact
that recommended changes would require substantralstments, creativity and time | am
positive that it will be compensated by increasestlim coverage, greater support from gamer

communities and huge interest among potential spens

% Tom Clancy’s Rainbow Six Siege, http://rainbowé.ctim/siege/en-us/news/detail.aspx?c=tcm:152-259860
16&ct=tcm:148-76770-32 (06.09.2016).
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