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Abstract 


This thesis investigates the Games as a Service business model and its  relationship to the 
 videogame  industry  through  a  subjectivist  ontology  and  interpretive  epistemology. 


Observation and qualitative interviews are at the centre of  an inductive research approach. 


The study first identifies some success factors, revenue models and risk. These include but 
 are not limited to; commodification of virtual worlds and user engagement, microtransactions 
 and ethical and political concerns regarding randomisation mechanics akin to gambling found 
 in some GaaS games. Subsequent to the identification of these factors, two industry leading 
 organisations (Valve and Epic Games) and their flagship games (Counter-Strike and Fortnite) 
 are  explored  and  compared  in  detail,  from  a  business  and  user  engagement  perspective. 


Subsequently, recommendations for further research directions are given.         



Contents 


1  Note of gratitude ... 7 


2  Introduction ... 7 


2.1  Motivation ... 9 


2.2  Research question ... 10 


3  Literature Review ... 11 


3.1  Concepts ... 11 


3.1.1  Engagement ... 11 


3.1.2  Media Channel and Form... 13 


3.1.3  Playbour, UGC, PGC ... 13 


3.2  Process Model of Engagement ... 14 


3.3  Game Engagement ... 15 


3.4  SDT ... 15 


3.5  Meta-Analysis for Playing Intention ... 16 


3.6  Esport ... 17 


3.7  Live Streaming and VOD ... 18 


3.7.2  Influencers ... 19 


3.8  Business model Canvas... 20 


3.9  Business Ecosystem ... 22 



(3)3.10  Platform ecosystem ... 23 


3.11  Virtual goods ... 25 


3.12  Virtual currency ... 26 


3.13  Virtual item purchase motivation ... 27 


4  Methodology ... 28 


4.1  Research philosophy ... 28 


4.2  Research Approach and strategy ... 29 


4.3  Data and data collection ... 29 


4.3.1  Sampling ... 30 


4.3.2  Questions ... 30 


4.3.3  How we interviewed ... 30 


4.4  Ethical considerations ... 31 


5  Games as a Service ... 31 


5.1  Antecedents and Success Factors ... 33 


5.1.1  Digital payment systems ... 33 


5.1.2  Commodification of virtual worlds ... 33 


5.1.3  ‘Black’ and ‘grey’ markets for virtual goods ... 34 


5.1.4  Continuous update cycle ... 35 


5.1.5  Esports ... 35 


5.1.6  User Generated Content ... 36 


5.1.7  Social networks and communities ... 37 


5.1.8  Digital influencers, Live Streaming and VOD... 38 


5.1.9  Multimedia, Crossmedia and Transmedia ... 39 


5.1.10  IaaS, PaaS, SaaS ... 39 


5.2  Revenue models ... 39 


5.2.1  Video games as a product ... 40 


5.2.2  Individual game subscription ... 40 


5.2.3  Early Access ... 41 


5.2.4  Crowdfunding... 41 



(4)5.2.5  Advergaming... 42 


5.2.6  Data gathering ... 43 


5.2.7  Microtransactions ... 44 


5.2.8  Categories of microtransactions ... 45 


5.2.9  Virtual goods in games ... 47 


5.2.10  Virtual currency in games... 48 


5.2.11  Games as a subscription service ... 49 


5.2.12  Videogame Streaming ... 50 


5.3  Risks ... 51 


5.3.1  Increased scrutiny of gamblification and revenue streams ... 51 


5.3.2  Fragmented attitudes to revenue models ... 53 


5.4  Epic Games and Valve ... 54 


6  Epic Games Ecosystem ... 55 


6.1  Customer Segments ... 56 


6.2  Value Proposition ... 57 


6.3  Channels ... 60 


6.4  Customer Relationships ... 61 


6.5  Revenue Stream ... 62 


6.6  Key Resources ... 63 


6.7  Key Activities ... 63 


6.8  Key Partners ... 65 


6.9  Cost Structure ... 65 


6.10  Fortnite ... 65 


6.10.1  Economy ... 66 


6.10.2  Engagement ... 69 


6.10.3  Special events and transmedia context ... 74 


6.10.4  Live streaming and VOD ... 75 


6.10.5  Esports ... 75 


6.10.6  Twitter and social media ... 76 



(5)6.10.7  ‘Real’ world engagement ... 76 


6.10.8  Game design for needs and engagement ... 76 


7  Valve Ecosystem ... Error! Bookmark not defined. 
 7.1  BMC ... Error! Bookmark not defined. 
 7.1.1  Customer Segments ... Error! Bookmark not defined. 
 7.1.2  Value Proposition ... Error! Bookmark not defined. 
 7.1.3  Channels ... Error! Bookmark not defined. 
 7.1.4  Customer Relationships ... Error! Bookmark not defined. 
 7.1.5  Revenue Stream ... Error! Bookmark not defined. 
 7.1.6  Key Resources ... Error! Bookmark not defined. 
 7.1.7  Key Activities ... Error! Bookmark not defined. 
 7.1.8  Key Partners ... Error! Bookmark not defined. 
 7.1.9  Cost Structure ... Error! Bookmark not defined. 
 7.2   Counter-Strike ... 91 


7.2.1  Economic ecosystem ... 94 


7.2.2  Extra Content ... 105 


7.2.3  Engagement ... 105 


7.2.4  Streaming ... 110 


7.2.5  Esports ... 111 


7.2.6  Twitter and social media ... 113 


7.2.7  Game design for needs and engagement ... 113 


8  Comparison ... 115 


8.1  Valve and Epic ... 115 


9  Conclusion ... 120 


9.1  Limitations ... 124 


9.2  Further research ... 124 


10  References ... 125 


11  Appendices ... 139 


11.1  Interviews ... 139 



(6)11.1.1  Christoffer ... 139 


11.1.2  Daniel ... 151 


11.1.3  Dean ... 162 


11.1.4  Jacob ... 173 


11.1.5  Jennifer ... 204 


11.1.6  Jonas ... 222 


11.1.7  Julia ... 234 


11.1.8  Melissa ... 248 


11.1.9  NapyDaWise ... 264 


11.1.10  NapyDaWise Part 2 ... 275 


11.1.11  Olivier ... 277 


11.1.12  Poppy ... 294 


11.1.13  Victor ... 316 


11.2  Coding ... 331 


11.2.1  Advergaming... 348 


11.2.2  Challenge ... 348 


11.2.3  Community ... 349 


11.2.4  CS:GO ... 353 


11.2.5  Data and Analytics ... 356 


11.2.6  Discovery ... 358 


11.2.7  Epic ... 360 


11.2.8  Esport ... 362 


11.2.9  F2P ... 364 


11.2.10  Fortnite ... 366 


11.2.11  Hedonic ... 372 


11.2.12  Influencers... 372 


11.2.13  In-game content creators ... 379 


11.2.14  Legal ... 380 


11.2.15  Live Streaming and VOD ... 381 



(7)11.2.16  Monetization ... 387 


11.2.17  Needs ... 390 


11.2.18  P2W ... 393 


11.2.19  Platform and Ecosystems ... 394 


11.2.20  Retention ... 394 


11.2.21  Social ... 398 


11.2.22  Steam ... 400 


11.2.23  Trading ... 402 


11.2.24  UGC ... 404 


11.2.25  Value ... 405 


11.2.26  Virtual Currency ... 406 


11.2.27  Virtual Economy ... 406 


11.2.28  Virtual Items ... 406 



1  Note of gratitude 


We extend our sincerest gratitude to all the interviews that helped make this thesis possible. 


Without their extensive knowledge, willingness to share it and excellent communication skills, 
 we could not have done it. Finally we thank our supervisor Xiao Xiao for her for her guidance 
 and prolonged patience with our at times difficult thesis process.   



2  Introduction 


Over the past two decades the videogame industry has seen strong sustained growth, to the 
extent  that  it  has  now  surpassed  both  the  music  and  movie  industry  in  terms  of 
revenue(IBISWorld, 2018)(Statista, 2019b). Much of this growth has been fuelled by the rise 
in mobile gaming and market expansion in Asia, particularly in China. However, the ways in 
which videogames are monetised has also drastically changed and contributed to this growth. 



(8)Figure 1: Global Videogame Revenue. (Nakamura, 2019) 


In  this  thesis  we  investigate  the  business  model  responsible  for  these  changes  in 
 monetisation; Games  as  a  Service.    Video  games  used to  be  bought  as finished  products, 
 partly due to the fact that physical distribution dominated before the rise of highspeed internet 
 connections. It was thus difficult and costly to provide updates or new content to consumers. 


As  internet speed  and  connectivity  has  improved,  digital  distribution  has  accounts for  most 
 game sales, and gamers that purchase physical copies usually have an internet connected 
 device, certainly in the case of multiplayer games. Thereby it has become feasible to create 
 new content for a game after its release. This is quintessentially the modus operandi of Games 
 as a Service; they continually evolve and expand their virtual worlds adding more content and 
 monetising this content. Unlike GaaP, GaaS games can have multiple revenue streams, such 
 as  advertising,  microtransactions  and  even  an  up-front  purchase  price.  Given  the 
 accomplishments of GaaS games we ask the question: ‘What are the key factors behind the 
 success of the GaaS model?’ We quickly discovered that engagement and the monetisation 
 of it were integral to the success. Thus, we posited two sub questions: ‘How does GaaS foster 
 sustained user engagement?’ and ‘How does GaaS monetize engagement?’. 


We decided that we wanted to focus primarily on the traditional videogame industry, that is 
the console and PC based segments, as these have been around for decades, which would 
allow us to study their change from GaaP to GaaS. We divided the analysis into two major 
components,  firstly  a  holistic  macro  view  to  identify  success  factors,  revenue  models  and 
potential risks to this success. To further understand these factors and answer the two sub 
question,  we  then  analyse  and  compare  the  two  leading  GaaS  ecosystems,  in  the  form  of 
Valve and Epic Games.  



(9)
2.1  Motivation 


When we formed as a thesis group, we all had one thing in common; an extensive interest in 
 videogames  and  the  videogame  industry.  We  all  participate  in  the  gaming  community  in 
 various  roles.  One  of  us  currently  works  in  the  industry,  and  as  such  have  some  insight 
 knowledge. Over our substantial time in the gaming community we have observed the intense 
 and at times toxic passion and engagement that this community produces. Perhaps one of the 
 most negative but also illustrative manifestations of this deepfelt passion came to light when 
 a small indie developer announced that they would be publishing their games exclusively on 
 one  distribution  platform.  An  understandable  choice  given the  guaranteed  income  that  was 
 offered by doing so. However, this moved prompted extensive expressions of dissatisfaction. 


Perhaps unwittingly, the developer had inserted themselves into a large and almost ideological 
 battle between a gaming community invested in and used to one digital distribution platform 
 and  a  new  entrant  forcing  its  way  into  the  market  using  significant  financial  expenditure  to 
 undercut  the  incumbent  and  lure  developers  away  from  it.  Marketing  managers  in  more 
 conventional  industries  can  only  dream  of  this  kind  of  customer  loyalty  exhibited  in  the 
 established gaming community. Returning to our unfortunate developer. They were taken a 
 bit aback by the opposition to exclusivity announcement; after all the new platform was free to 
 download and use, so it only represented a very minor inconvenience. The developer decided 
 to employ humour to diffuse the situation. Suggesting that all this passion was much better 
 spent on something that really mattered, such as climate change or political activism. After all, 
 this was just a game, nothing more than light-hearted fun and entertainment. Needles to say, 
 this did not go down well and rather added fuel to the fire. The response from certain parts of 
 the community escalated to threats of violence against the developer. Fortunately, to the best 
 of our knowledge no actual acts of violence were committed and reportedly the developer’s 
 game has fared well on the new platform. The point of this anecdote is not to claim that gaming 
 is of the same importance as climate change or any of the other great challenges of our time 
 nor  that  it  should  in  anyway  be  considered  so.  Rather  it  serves  to  illustrate  the  levels  of 
 emotional  investment that  is  associated  with  videogames.  For many  of the more  dedicated 
 gamers they represent and escape and from the challenges and mundanities associated with 
 everyday life. Anything perceived to be threatening this refuge is vehemently attacked.  


Together with the passion for games we have also observed a change in how games are being 
marketed and monetised. The success of casual free-to-play games on the mobile platform 
has  bled  into  the  more  dedicated  mediums  of  consoles  and  PCs.  As  revenue  form  mobile 
games have skyrocketed, it is easy to overlook how revenue from the PC platform has gone 
from being stagnant for nearly two decades, until it suddenly started to pick up and expand 
around  2010.  This  seemed  to coincide  with the  wider  videogame  industry’s  paradigm  shift 



(10)from Games as a Product, to Games as a Service. The latter now seems to be omnipresent. 


Intrigued by the intense passion we experienced in the gaming community and the observation 
 of ever-increasing revenue, we decided to take the opportunity to write our thesis within this 
 domain to further our understanding of it.       



2.2  Research question 


When considering the videogame industry as a topic for our thesis, we were intrigued by its 
 strong  sustained  growth  over  the  last  two  decades.  We  then  made  two  key  observations: 


Gaming has become mainstream and most games are no longer sold as a product, but rather 
 as a service. The former observation was evident from the extensive coverage of videogames 
 by  mainstream  media,  not  as  a  lonely  vice  to  blame  for  real  world  violence,  but  as  a  valid 
 social entertainment medium in its own right. The observation of games being services was 
 apparent when observing the most popular games of our time: Fortnite, Clash of Clans and 
 Counter-Strike  are  all  so  called  free-to  play  games,  they  require  no  upfront  purchase,  but 
 instead  relies  on  extra  purchases  or  commodifying  players  attention  and  data  to  create 
 revenue. These games do not come and go as many previous games did, but instead feeds 
 their own popularity through constantly updating and reinventing themselves. Captivated by 
 this,  we  decided  to  investigate  this  phenomenon,  known  as  ‘Games  as  a  Service’.  Our 
 overarching research question became the following: 


•  What are the key factors behind the success of the GaaS model? 


We  then  thought  to  seek  out  the  answer  to  this  question,  looking  at  technological,  social, 
 psychological, and business factors that could point us in the right direction. While this thesis, 
 for readability and presentations sake, has been represented as a linear process, it has not 
 been so for our research. Instead we have iteratively revised and updated our mental model 
 as  new  information  has  come  to  light,  shaping  and  altering  our  understanding.    This  also 
 applies to our research question. Along the way, we discovered some of the answers to our 
 main questions; Keeping users engaged and monetizing their engagement was critical to the 
 success of GaaS. Reflecting on this we decided to add two sub-research questions to address 
 and elaborate on this finding: 


•  How does GaaS foster sustained user engagement? 


•  How does GaaS monetize engagement? 
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3  Literature Review 



3.1  Concepts 


3.1.1  Engagement 


Engagement  and  the  concept  of  engagement  appears  in  a  broad  spectrum  of  academic 
 domains(Bouvier,  Lavoué,  &  Sehaba,  2014),  such  as  marketing,  education,  informatics, 
 psychology, sociology, media studies, computer science and others. As such, there is no clear 
 delineation  of  what  engagement  is:  “Engagement  remains  a  confusing  concept  that 
 encompasses  several  notions  and  depends  on  a  large  number  of  technical  and  human 
 interrelated factors.” (Bouvier et al., 2014, p. 493). 


When  consulting  a  dictionary,  several  definitions  relating  to  engagement  are  available. 


Engagement is “emotional involvement or commitment” and “the act of engaging: the state of 
 being engaged”(Merriam-Webster, n.d.-d).  The latter quote begs the question of the definition 
 for  Engaging  and  Engaged. Engaging is  simply  stated  as  “tending  to  draw  favourable 
 attention  or  interest”(Merriam-Webster,  n.d.-e),  while Engaged  has  multiple  definitions,  of 
 which  1:  “involved  in  activity”  and  3:  “greatly  interested”(Merriam-Webster,  n.d.-c)  seems 
 relevant  for  our  purposes  (as  opposed  to  those  relating  to  marriage  or  warfare).  Finally, 
 definition  5b:  “to  induce  to  participate”(Merriam-Webster,  n.d.-b)  of Engage  also  seems 
 relevant. 


The prefix and focal point of engagement varies according to the principal role of the engaged 
 subject within a domain and context. In computer science, particularly within HCI, the engaged 
 subject is a user. Hence engagement is centred on a user perspective and referred to as user 
 engagement(Peters,  Castellano,  &  de  Freitas,  2009).  Within  marketing  the  subject  of 
 engagement is framed as a consumer or a customer, and the discussion in this domain hence 
 centres  on  consumer  engagement  and  customer  engagement  respectively(Dessart, 
 Veloutsou,  &  Morgan-Thomas,  2016;  Vivek,  Beatty,  Dalela,  &  Morgan,  2014).  Beyond  the 
 subject of engagement, there is also the object of engagement and the medium through which 
 it occurs. In marketing the object of engagement is often a brand and the medium a type of 
 new media, such as social media for example(Arikan, 2018). And of course, these aren’t static 
 nor clearly delineated roles either. A user can both be the subject and object of engagement 
 such as when studying a user engaging with other users. Likewise, a videogame can both be 
 the object of engagement and the medium of engagement. An example of the latter could be 
 customer engagement with brands through videogaming(Högberg, Ramberg, Gustafsson, & 


Wästlund,  2019).  What  is  important  to  note  is  that  applicability  and  transferability  of  the 
conceptualisation of engagement in one context has not been clearly established (Dessart et 
al., 2016, p. 2)         



(12)Given  the  context  sensitivity  of  engagement,  overarching  formulations  of  engagement  risk 
 being too simplistic(H. O’Brien & Cairns, 2016, p. 91). Despite this, some useful definitions 
 with more general applicability have emerged. One such is by Bouvier et al. who focused on 
 engagement in the context of digital games but proposed a definition that can apply to a wider 
 range  of  mediated  technologies:  “we  consider  engagement  as  the  willingness  to  have 
 emotions, affect, and thoughts directed toward and aroused by the mediated activity in order 
 to  achieve  a  specific  objective.[…]  “this  definition  of  engagement  can  be  applied  to  most 
 mediated (technological and social) activities” (2014, pp. 496, 497). 


When assessing definitions or models for engagement, principles for evaluating concepts are 
 useful. Grounded in the work of Wim J. van der Steen(1993)  O'Brien and Cairns investigated 
 the concept of user engagement in terms of Clarity, Scope, and Meaning(2016, p. 3). Clarity 
 means identifying the unit and level of analysis. Is engagement being viewed from a macro or 
 a micro level? What is the unit of analysis? Specific content, a system or a user? Or is it a 
 larger social context? 


Scope deals with boundaries: Is the engagement discussed affective, behavioural, cognitive 
 or a combination? What are the temporal boundaries? Using videogaming as an analogy: Are 
 they  limited  to  a  specific  moment  of  play?  A  single  match?  A  whole  gaming  session?  Or 
 perhaps the entirety of interaction with the game? Longer temporal boundaries also raise the 
 question of contextual boundaries. Again, using videogames as an example: Is the concern 
 with engagement only during gameplay? Or is it with the totality of engagement pertaining to 
 the game, but not limited to direct engagement with the game? 


Meaning  relates  to  the  differentiation  of  accompanying  features  and  defining  features  of  a 
 concept. Accompanying features predict or represents outcomes, whereas defining features 
 are  part  of  the  definition(Steen,  1993).  Returning  to  O'Brien  and  Cairns,  they  found  that 
 defining  features  of  user  engagement  has  been  extensively  examined  in  the  form  of 
 attributes(2016, p. 7). Attention, motivation, perceived time, control and more are examples of 
 such  attributes.  However,  they  are  also  seen  as  context  and  user  dependent(2016,  p.  8). 


Accompanying features have seen less interest, though antecedents of user engagement has 
 been studied. 


The key takeaway is that despite significant research into user engagement it is not a clearly 
defined concept(H. O’Brien & Cairns, 2016, pp. 8, 9). There is little reason to believe that this 
should be different for engagement in other domains. 
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Mutlimedia  often  gets  described  as  a  dated  term,  mainly  combines  different  display  forms, 
 audio,  visuals  and  text  within  one  channel.  Tay  Vaughn  (2001)  fittingly  summarized  and  
 described multimedia as “any combination of text, graphic art, sound, animation, and video 
 that is delivered by computer”. 


Crossmedia 


Refers  to  communication  or  story  telling  where,  more  than  one  media  platform  is  used  to 
 communicate  related  content  about  one  story.  According  to  Erdal  (2007)  crossmedia  as  a 
 concept “involves two or more media platforms.” 


Transmedia 


At its most basic level transmedia storytelling can be defined as “stories told across multiple 
 media.  At  the  present  time,  the  most  significant  stories  tend  to  flow  across  multiple  media 
 platforms” (Jenkins, Purushotma, Clinton, Weigel & Robison, 2006, p. 46) 


Scholari (2009) outlines that in the idealized version of TS “each medium does what it does 
 best.”  Star  Wars  serves  as  an  example,  the  original  trilogies  story  was  expanded  with  a 
 multitude of media, including more films, TV Series, books, video games and comics. Ideally, 
 according  to  Scholars  (2009)  “each  franchise  entry  needs  to  be  self-contained  enough  to 
 enable  autonomous  consumption”  meaning  that  none  of  the  other  entries  of  the  Series  is 
 necessary to enjoy the current piece of media. 


3.1.3  Playbour, UGC, PGC 


The concept of Playbour stems from a journal article by  Julian Kücklich(2005) who studied 
 modding within the videogame community. Playbour is a contraction of the words ‘Play’ and 


‘Labour’. In the context of modding, it was used to describe how it was widely perceived as 
 being play, that is an activity which is engaged in for leisure and is generally unproductive, at 
 least from a capitalist viewpoint. However, many of the mods created provided great value to 
 both the game proprietor and other players. From this perspective it was essentially free labour 
 being exploited by the former, as only very few modders were remunerated.  


User Generated Content is similar to playbour, though this term is also widely used beyond 
 the context of the videogame industry(J. Kim, 2014). 


Professionally Generated Content, as the name implies is professionally produced. J. Kim has 
described how PGC such as clips from commercially produced series has been placed onto 
YouTube in a licensed fashion by the proprietors to monetize it on the platform. Here it co-



(14)exists  with  UGC(H.  W.  Kim,  Chan,  &  Kankanhalli,  2012)  As  time  has  gone  on,  the  lines 
 between all three concepts seems to have been blurred. Many a popular live streamer started 
 by  making  UGC  but  transitioned  to  PGC  once  they  had  established  a  personal  brand  and 
 sufficiently large following. 


Regardless of the name, all three concepts provide value to a wider community, though they 
 differ in renumeration for the creator. For our purposes we will mainly use the term UGC  to 
 refer to all three concepts, as this is the most widely used term.  



3.2  Process Model of Engagement 


Figure 2: Illustration of the process model of engagement, adapted from the work  O'Brien and Toms(2008) 


To  operationalise  engagement,  it  can  be  seen  as  a  process.  The  process  model  of 
 engagement is an artefact from user engagement research by O'Brien and Toms (2008). By 
 dividing engagement into a process of steps attributes for each stage can be identified. The 
 main steps are point of engagement, sustained engagement (or period of engagement) and 
 disengagement.  Before  the  point  of  engagement,  there  is  nonengagement.  The  point  of 
 engagement indicates the start of engagement. However, engagement can fail to materialise, 
 hence  the  connection  back  to  nonengagement.  If  engagement  is  achieved,  there  will 
 eventually  be  a  disengagement.  This  can  lead  back  to  nonengagement. Depending  on  the 
 temporal bounds, an interruption of engagement need not to be considered nonengagement. 


In this case disengagement leads to reengagement. The process model has the advantage of 
being adaptable to different levels of analysis and temporal bounds(Cairns, 2016, pp. 84, 95). 
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3.3  Game Engagement 


O'Brien and Toms process model of engagement has been applied to videogame engagement 
 by P. Cairns(2016). In his analysis point of engagement is seen as the start of play, and here 
 a key question is what drives users to play games? For identifying motivations and needs that 
 attracts  users  to  gaming,  Cairns  points  to  Self-Determination  Theory  (SDT)  and  Uses  and 
 Gratifications  Theory.  Both  have  been  used  extensively  in  videogame  research.  Sustained 
 engagement is mapped on to gameplay, though here the temporal bounds can be expanded 
 to beyond a gameplay to include creating content for the game, watching videos about it or 
 reading  a  walkthrough  of  the  game.  Most  research  in  the  sustained  engagement  phase  is 
 temporally limited to gameplay however(2016, p. 95). Here the focus tends to be on attributes 
 of  gameplay  engagement.  The  disengagement step  is  most  often thought  of  as the  end  of 
 gameplay. Here Cairns question which internal decisions and/or external events that leads to 
 disengagement.  For  the  former  he  highlights  the  theory  of  self-consent  and  SDT. 


Reengagement is also covered in the form of continuation desire.   



3.4  SDT 


Figure 3: Adapted from (Deci & Ryan, 1985; Ryan & Deci, 2000) 



(16)Self  Determination  Theory  (SDT)  posits  the  basic  psychological  needs  of  Relatedness, 
 Competence  and  Autonomy  and  relates  these  to  a  continuum  of  motivation  ranging  from 
 extrinsic to intrinsic(Deci & Ryan, 1985; Ryan & Deci, 2000). Intrinsic motivation is seen as 
 the most  enjoyable  most  conducive to  a  high quality  of  engagement.  Humans  are  seen  as 
 having  a  natural  inclination  towards  intrinsic  motivation;  however,  it  can  be  undermined  by 
 nonsupportive conditions. Externally imposed demands in the form of rewards or punishments 
 can  foster  extrinsic  motivation,  if  they  do  not  match  with  internal  interest  or  goals.  As  one 
 moves along the spectrum towards intrinsic motivation, the more integrated and aligned with 
 the basic need it will be. 


SDT  has  been  used  for  videogame  research.  Two  studies  have  looked  at  the  relationship 
 between the basic needs and gameplay enjoyment, future gameplay and various aspects of 
 videogame  design(Rogers,  2017;  Ryan,  Rigby,  &  Przybylski,  2006).  Relatedness, 
 competence  and  autonomy  were  found  to  independently  predict  enjoyment  and  future 
 gameplay.  Intuitive  controls  were  important  in  facilitating  a  sense  of  competence  and 
 autonomy.  Feedback  in  games  gave  mixed  results;  a  perceived  overload  of  feedback, 
 obtrusive feedback or negative feedback resulted in a lowering of feelings of competence and 
 autonomy. A game designed to be open with flexible rules increased the sense of autonomy 
 but was inversely correlated to relatedness.  


While  the  impact  of  SDT  in  furthering  videogame  research  has  been  acknowledged,  some 
 criticism has been levelled at lack of sufficient experimental control in studies relating to this 
 area(Cairns, 2016, p. 88).      


   



3.5  Meta-Analysis for Playing Intention 


Identifying a gap in research incorporating both instrumental and hedonic purposes for game 
use, J. Hamari and L. Keronen have contributed to the body of literature on videogames by 
producing a meta-analysis on reasons for game use(Hamari & Keronen, 2017). 985 research 
articles were sorted according to an inclusion criterion of quality and topic amongst others. 48 
were selected for incorporation into the meta-analysis. UGT, Technology Acceptance Model 
(TAM), Theory of Reasoned Action (TRA), Theory of Planned Behaviour (TPB) and Social 
Capital Theory were the main frameworks observed in the articles, though some did not use 
a  specific  theory  but  rather  adopted  a  composite  of  variables.  For  strong  correlation  with 
playing  intention  in  ranked  order  Attitude  (positive  or  negative  to  playing  games), 
Enjoyment  and Perceived  Usefulness (“defined  loosely  as  any  sense  of  usefulness  in 
playing  games”(Hamari  &  Keronen,  2017,  p.  130))  was  identified.  Medium  correlation  was 
established for Satisfaction, Perceived Ease of Use (such as intuitive controls and interface), 



(17)Perceived  Playfulness,  Subjective  Norms  (perceived  social  acceptance  of  gaming), 
 Critical Mass (perceived amount of others playing the game) and Flow (Optimal experience 
 as coined by Csikszentmihalyi (1990)). One item, Gender, was found to have no correlation 
 to playing intention. 



3.6  Esports 


During the last 20 years Electronic sports (esports) was able to attract and maintain a massive 
 popularity, through worldwide events reaching millions of participants either offline or online. 


One of the key reasons behind the increasing popularity was the simultaneous growth of the 
 livestreaming  industry,  which  then  again  helped  esports  becoming  an  integral  part  in 
 nowadays youth culture. The actual term of esports is utilized broadly but most researchers 
 point towards defining esports as a form of competitive multiplayer gaming, combined with the 
 involvement  of  spectatorship  (Freeman  &  Wohn,  2017).  Moreover,  people  tend  to  watch 
 esports due to different reasons, such as following a specific esports organization, a specific 
 player, a commentator/caster and mostly out of interest for a specific game (Rambusch, - Sofia 
 Alklind  Taylor,  &  Susi,  2017).  Therefore,  similar  to  traditional  sports,  which  offer  multiple 
 different categories such as football, baseball or basketball, there are also different kinds of 
 categories in esports revolving around the different games such as League of Legends (LoL) 
 or Counterstrike Global Offensive (CS:GO) (Baltezarević & Baltezarević, 2018). 


A  definition,  which  expands  up  on these findings  and there  is more  detailed  is  provided  by 
 Taylor (2015): 


“E-sports involves the enactment of video games as spectator-driven sport, carried out through 
 promotional activities; broadcasting infrastructures; the socioeconomic organization of teams, 
 tournaments, and leagues; and the embodied performances of players themselves” (Taylor, 
 2015, p. 2) 


Due to the rapid growth of the overall esports scene, the esports scene developed into a whole 
industry with different sources of revenue incomes such as “Marketing Support (sponsorship 
and  advertising),  Media Rights,  Publishers  Fees  and  Merchandising  and  Tickets” (Chikish, 
Carreras, & Garc, 2019, p. 39). 
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3.7  Live Streaming and VOD 


The audience appeal of videogames has been recognised to precede the emergence of live 
 videogame streaming platforms in the form of arcade culture in the 70’s and 80’. Some events 
 from this period even attracted the interest of mainstream television media at the time(Tammy 
 Lin,  Bowman,  Lin,  &  Chen,  2019).  Later,  the  proliferation  of  the  internet  and  popularity  of 
 certain  multiplayer  games  such  as  Starcraft,  led  to  the  arising  of  a  competitive  community 
 centred around the game and resulted in the birth of modern esports(Cheung & Huang, 2011). 


Esports events are arguably the first successful live streaming of  videogames. In the west, 
 extensive live streaming of videogames first became popularised in 2007 with the launch of 
 Twitch.tv’s predecessor Justin.tv  (Bingham, 2017). 


3.7.1.1  Motivation 


In the journal article “Social motivations of live-streaming viewer engagement on Twitch” 


(Hilvert-Bruce, Neill, Sjöblom, & Hamari, 2018) UG is leveraged to study the social aspect 
 further. Here 8 motivations (Entertainment, Information Seeking, Meeting New People, Social 
 Interactions, Social Support, Sense of Community, Social Anxiety and External Support) are 
 mapped  on  to  4  indicators  of  engagement  (Emotional  Connectedness,  Time  Spent,  Time 
 Subscribed  and  Donations).    The  motivations  of  entertainment  and  information  seeking 
 (reviews,  gameplay  tips  etc.)    are  not  explicitly  social  motivations  but  are  nevertheless 
 included. While time spent, time subscribed and donations are straightforward items emotional 
 connectedness  is  a  measure  of  psychological  attachment,  in  this  case  to  a  live  streaming 
 platform  (Twitch).  Data  collection  was  done  through  an  online  survey.  As  previously 
 mentioned, live videogame streaming is still in its infancy, hence many items for measurement 
 were  adapted  from  general  social  network  research  scales.  The  emotional  connectedness 
 items  for  example  were  adapted  from  the  Facebook  Intensity  Scale(Ellison,  Steinfield,  & 


Lampe, 2007). Building from lessons learned in previous research, this study included survey 
 questions on channel size preference of respondents. The authors found that social support 
 and social anxiety were the only motivations not associated with any of the four live stream 
 engagement  indicators.  Emotional  connectedness  had  the  strongest  association  and  was 
 linked  with  the  social  motivators  of  meeting  new  people,  social  interactions  and  sense  of 
 community with entertainment and information seeking also playing a role. Time spent was 
 connected to entertainment, sense of community and external support. In the latter case the 
 association  was  negative  (i.e.  the  more  external  social  support,  the  less  time  spent). 


Subscriptions  and  donations,  the  only  monetary  measures,  were  associated  with  social 
interactions and sense of community. Overall the authors found that social motivations had 
strong explanatory powers over live stream videogame engagement and suggested that this 
might be one of the key motivations to watch a video game stream as opposed to playing a 



(19)game, for which enjoyment and usefulness has been found to be the most important factors 
 in previous research(Hamari & Keronen, 2017).  


Live streaming and live videogame streaming rely heavily on user generated content. While 
 some  organisations  help  deliver  content,  particularly  within  the  Esports  category,  the  vast 
 majority of content is created by induvial users of the platform, which are then typically referred 
 to as streamers. The motivations for providing content in the form of streaming has received 
 less academic interest than viewer motivations. Mathilde B. Friedländer however sheds some 
 light  on  this  in  her  research  paper “Streamer  Motives  and  User-Generated  Content  on 
 Social Live-Streaming Services”(2017). Comparing and categorising over seven thousand 
 streams  originating  from  three  different  countries  (USA,  Germany  and  Japan),  the  top 
 motivation for streaming appeared to be boredom, followed by socializing. Interestingly, the 
 ranking of motivation differed between west and east. While boredom was consistently ranked 
 above socializing in both USA and Germany, socializing was the number one motivation in 
 Japan. It should be noted however that this research paper investigated live streaming as a 
 whole, hence motivation for live videogame streamers might be different. 


3.7.2  Influencers 


Digital  media  have  laid  the  foundation  for  a  new  generation  of  influencers  that  are  steadily 
 taking  over  the  roles  previously  reserved  for  established  film  and  movie  stars.  These 
 mainstream  celebrities  and  marketing  organisations  have  recognised  the  value  of  digital 
 influencers and collaboration is becoming common(Backaler, 2018). Many of the largest digital 
 influencers  cover  gaming  content.  PewDiePie,  who  has  103  million  subscribers  on 
 YouTube(Socialblade, 2020), started his following by posting ‘Let’s Play’ videos and he still 
 regularly  post  gaming  content.  Of  YouTubes  categories,  ‘Gaming’  is  the  third  largest,  just 
 ahead of ‘Sports’. Micro-celebrities represent more ordinary users of social media, that have 
 cultivated a smaller  following. Both influencers  and micro-celebrities represent  a shift away 
 from  a  top-down  control  of  fame  as  seen  in  the  film  industry,  to  a  more  autonomous  and 
 decentralised  system(Khamis,  Ang,  &  Welling,  2017).  Research  has  found  that  while 
 influencers  aren’t  as  effective  for  branding  to  heterogeneous  audiences  as  traditional 
 celebrities, they have far higher levels of trustworthiness with familiar audiences. Concluding 
 on this research, J. Gräve writes “influencers are perceived to be significantly more trustworthy 
 and similar to oneself than celebrities. (Gräve, 2017, p. 4). Extensive research has been done 
 regarding  how  influencers  establish  this  familiarity  and  trustworthiness.  The  ability  to  form 
 parasocial relationships is seen as a key component(Blight, 2016; Hu, Zhang, & Wang, 2017). 


This has implications for product endorsements and branding, where parasocial relationships 



(20)can transfer the trust and familiarity to brands(Jin & Muqaddam, 2019). As such influencers 
 and micro-celebrities serve as an important channel to consumers. In the videogame industry, 
 individual games, platforms and peripheral manufactures all value influencers and vice versa.  


In  the  case  of  videogame  live-streaming  for  example,  this  has  been  found  to  increase  the 
 lifespan of many games and has even been instrumental to the success of some games, such 
 as Rocket League(Johnson & Woodcock, 2018, p. 2). As for streamers becoming associated 
 a popular game can help launch them to prominence, especially if they can monopolise most 
 of the attention around the game(Johnson & Woodcock, 2018, p. 7). 



3.8  Business model Canvas 


Osterwalder et all (2010) developed a model to understand what a business model is, in order 
 to enable the creation of a frame of reference that can be understood by a majority of people 
 and therefore foster understanding and discussion about the business model. They developed 
 the Business model canvas (BMC). 


It allows for the analysis of the business model of gaming publishers and specific games. As 
 it is designed to “easily describe and manipulate business models” (Osterwalder et all, 2010) 
 it allows for challenging beliefs about business models and develop a deeper understanding 
 of underlying connections, and important factors.  


The BMC is composed of 9 building blocks: 


Customer Segments: 


It is important to identify the target audience, that are aimed to be reached by the game. With 
 gaming becoming more mainstream, the demographic changes and games no longer serve a 
 niche segment by default. Therefore, games need to decided who they are serving, is it the 
 mass market of consumers, or is it a specific niece segment that enjoys a particular type of 
 games.  Type  of  segments  range  from  specified  segment,  the  mass  market,  multifaced 
 platforms that serve many different customers at the same time. Etc. 


Value Proposition: 


The value proposition block descries the value the product or services creates for the chosen 
customer segment. It is the deciding factor for customers to choose a service, or product over 
another.  It  includes  the  type  of  game,  whether  it  offers  a  space  for  socialisation  and 
community, escapism through an immersive story line, or a competitive environment to show 
off one’s skills. The value can range from functional to hedonistic. 



(21)Channels: 


How  does  the company deliver  the value  proposition towards the  customers.  This  includes 
 five channel phases that are awareness, evaluation, purchase, delivery, after sales service. 


They could be all on the same channel, or on different platforms and ways. They will also differ 
 from  value  proposition  to  value  proposition.  Sometimes  they  are  even  part  of  the  value 
 proposition itself, if the value proposition is delivered over the channels that are preferred by 
 a specific target segment. In gaming that for one relates to support and after sales, but more 
 importantly on what gaming platform the game is available. 


Customer Relationships: 


It is important to establish what kind of relationship the company wants to build with a specific 
 customer  service  segment.  Does  it  want  to  build  a  community?  Or  automate  service?  The 
 company might employ several kind of relationships with customers  or customer segments 
 but  they  are  key  in  achieving  the  goals  the  enterprise  has  in  maintaining  customer 
 relationships. This particularly plays a role when it comes to UGC around the games. 


Revenue Streams 


This  determines  how  a game monetizes  the  game.  Usually  a  business model  involves two 
 types of revenue streams: One-time payment transaction revenues or reoccurring payments 
 to either deliver a value or provide post-purchase support or a combination of the two. Which 
 seems to be very common in the gaming world. GaaS can have different revenue models that 
 include free to play, premium games, and many more. 


Key Resources 


Most important assets that make a company work. These can be physical, intellectual, human 
or financial. Usually a combination of all of them. For GaaS that involves very much hardware 
and human capital in forms of developers, but also financial support through Investors, that 
often forces publishers to return certain margins in order to keep the financial resources from 
investors coming. And more and more IP and virtual property implications begin to play a role 
in managing key resources. 



(22)Key Activities  


The key activities category is an agglomeration of all important activities a company must do 
 in order to succeed. In the gaming industry that includes game development but also platform 
 or network related key activities. It could be that the constant updating and renewing of the 
 platform or game is a key activity that the publisher undertakes to keep the game or service 
 exciting and delivering a value proposition to the consumer.  


Key Partnership 


In order to optimize their business model, strategic partnerships might be employed to reduce 
 risks  or  acquire  resources.  For  GaaS  there  are  two  types  that  stand  in  the  fore  ground: 


Strategic partnerships with non-competitors, this could include brands or business outside the 
 scope of gaming like peripheral companies, or companies that are popular within the same 
 audience, like energy drinks for example. The other model is coopetion which are strategic 
 partnerships between competitors. For example, CD Project Red and Valve. They are both 
 game publishers, that both have their own platforms for games gog and Steam respectively. 


As well as both are creating and publishing games. However, CD Projects Reds games are 
 available on Steam as well. 


Cost Structure 


All cost incurred to operate the business. The opposites are here cost driven or value driven, 
 most business fall somewhere in between the two, the same goes for games. Usually users 
 have a good sense on which side of the spectrum the games fall.  



3.9  Business Ecosystem 


A business ecosystem has the main goal of generating value to its customers through either 
 produced  good  or  services,  within  a  certain  community  of  economic  actors.  Moreover,  this 
 implies that the community of these actors might consist of suppliers, partners, customers or 
 even  competitors  (Yuan,  Chou,  Yang,  Wu,  &  Huang,  2017).  In  other  words,  a  business 
 ecosystem involves “a large number of loosely interconnected companies that are dependent 
 on one another” (Kim, Lee, & Han, 2010, p.1). Of course, a requirement for that to happen has 
 to  be  fulfilled,  namely  a  symbiotic  relationship  between  the  involved  community 
 members/companies must be established, in order to gain advantages by working together. 


Furthermore, the resulting generated value is a crucial factor to ensure business sustainability, 



(23)thus maintaining a healthy business ecosystem is key for securing the vitality of the business 
 (H. Kim et al., 2010). 


These symbiotic relationships can be visualized with the help of a model based on so-called 
 keystone platform and flagship companies. Firstly, at the centre of the model is the keystone 
 platform, which the entirety of the ecosystem revolves around. Consequently, the keystone 
 platform receives the most benefits resulting from the symbiotic work within the ecosystem, it 
 can be compared to a predator at the top of the food chain. However, the keystone platform 
 is also responsible for the overall well being of the ecosystem’s health, which means once the 
 keystone platform starts to break down, it will also leave a vast negative impact on its other 
 ecosystem  members.  In  addition,  a  keystone  platform  is  hard  to  replace,  meaning  once  a 
 keystone  platform  completely  disappears  from  its  ecosystem,  it  is  very  likely  that  closely 
 connected  companies  will  also  share  the  same  fate.  Secondly,  the  keystone  platform  is 
 surrounded by so-called flag ship companies. Flagship companies act as nodes between the 
 keystone platform and the other members of the ecosystem, such as customers, competitors 
 or suppliers. Therefore, flagship companies are more involved in the overall engagement of 
 the ecosystem, due to their close relationships within the ecosystem. Even though, flagships 
 companies have an overall lower impact than the keystone company on the ecosystem, their 
 well-doing is still crucial to the health of the ecosystem. Thus, healthy flagships result in an 
 overall  performance  boost  on the  business  of  the  whole  ecosystem.  Last  but  not  least,  the 
 model at hand presents a third category of ecosystem members, which do not have a specific 
 term. These members can be competitors, suppliers or customers. Compared to the keystone 
 platform and flagship companies, most of them are replaceable within the system, since their 
 impact  in  the  overall  ecosystem  is  relatively  low.  However,  there  is  a  number  of  key 
 companies,  customers  or  suppliers  which  are  even  in  a  direct  relationship  with  the  key 
 platform, which sets them apart from regular companies, customers or suppliers  (H. Kim et 
 al., 2010). 



3.10 Platform ecosystem 


A platform ecosystem revolves around a single platform, which clearly identifies as the owner 
 of the whole platform ecosystem and generates  value through autonomous members of its 
 ecosystem.  Therefore,  a  platform  ecosystem  can  be  defined  as  an  ecosystem  which 


“comprises  a  platform  owner  that  implements  governance  mechanisms  to  facilitate  value 
creating mechanisms on a digital platform between the platform owner and an ecosystem of 
autonomous complementors and consumers” (Hein et al., 2019, p. 4). It goes without saying, 
that the platform owner is crucial for the overall well doing of the ecosystem, since the owner 
has the power to change or implement governance mechanisms in order to stimulate positive 
ecosystem  growth.  The  autonomous  complementors  are  categorized  into  two  segments, 



(24)namely low autonomy complementors and high autonomy complementors. On the one hand, 
 low  autonomy  complementors  do  not  experience  too  much  freedom,  since  they  are  tightly 
 bound  to  the  platform  and  therefore  usually  act  as  strategic  partners  with  the  main  task  of 
 enhancing  the  core  value  proposition  of  the  platform.  On  the  other  hand,  high  autonomy 
 complementors experience a great amount of freedom, since the bound to the platform is very 
 loose,  making  them  fairly  independent.  An  example  for  loose  complementors  is  the  digital 
 platform Airbnb. The complementors  of this platform are the home owners, and due to low 
 entrance barriers, multi-homing becomes a possibility, meaning they can easily use a different 
 platform instead (A. Hein et al., 2019). 


Figure 4 The Platform Ecosystem by Van Alstyne, Parker, & Choudary, 2016, p. 6 


The platform ecosystem model by Van Alstyne, Parker, & Choudary (2016), provides an easy 
 visualization of the overall ecosystem by utilizing the platform of Android as an example. In 
 general,  the  model  highlights  that  a  platform  ecosystem  always  follows  the  same  basic 
 structure, which consists of four different ecosystem members: 


1.  Owner: the owner of the platform who acts as a controller of the platform intellectual 
property  and  the  governance  of  it.  In  the  case  of  platform  ecosystem  of  Android, 
Google is the owner. 



(25)2.  Providers: they establish the interface of the platform for its users. So, for the Android 
 platform, mobile devices act as the providers of the interface. 


3.  Producers:  are  creators,  who  supplement  the  platform  with  offerings.  Android’s 
 producers  would  be  for  example  mobile  developers,  who  add  their  apps  onto  the 
 google play store. 


4.  Consumers:  are  the  buyers  or  users,  who  finally  consume  the  created  offerings. 


Android’s consumers are for example the people who buy apps on the google play 
 store. 


Moreover,  the  platform  also  acts  as  an  infrastructure  for  the  whole  ecosystem  to  link  the 
 producer side to the consumers side, while also governing the market with regulations (Van 
 Alstyne et al., 2016). 


Furthermore,  the  model  also  supports  the  definition  provided  by  Hein  et  al.  (2019),  even 
 though  the  terminology  is  slightly  different.  Hein  prefers  the  term  “complementors”,  which 
 essentially refers to producers and providers in the model. High autonomy complementors are 
 basically  producers  like  for  example  mobile  game  developers  in  the  case  of  the  Android 
 platform. Whereas low autonomy complementors could also be understood as providers, due 
 to  the  close  strategic  relationship  to the  platform  owner.  An  example  for that  based  on the 
 Android platform, would be a mobile manufacturer such as Samsung, who only utilizes Android 
 as  its  operating  system  and  therefore  enters  a  close  strategic  relationship  with  google, 
 meaning they mutually depend on another. 



3.11 Virtual goods 


Within computing ‘virtual’ is defined as: “Not physically existing as such but made by software 
 to appear to do so” (Lexico, n.d.). With the rise of ICT, a lot of virtual ‘things’ have come into 
 existence. There are virtual worlds, virtual communities, virtual goods and so on. Defining and 
 categorising these ‘things’ is difficult and depends on the perspective through which they are 
 viewed. In gaming culture things like weapons, clothing, pets and more is often referred to as 
 virtual items. Research relating to gaming frequently use terms such as virtual asset, virtual 
 property  and  virtual  goods.  ‘Asset’  is a broad financial  term that  implies value(FAFT,  n.d.). 


‘Goods’ also represent value but is more limited in scope and indicate a purpose of trade and 
eventual consumption. Both terms denote possession. For the purposes of this thesis, we will 
mainly use the terms virtual good and virtual item.  The use of ‘property’ is particularly used in 
legal writings on the topic of whether virtual goods can be seen as property and if so, what 
kind of property and who does it belong to? A recurring citation within this arena is Joshua 
Fairfield’s  definition  of  virtual  property:  “Virtual  Property  is  Rivalrous,  Persistent,  and 
Interconnected Code that Mimics Real World Characteristics” (2005, p. 1053).  Rivalrousness 



(26)is particularity important, because although the code of a virtual item can be considered non-
 rivalrous, within a virtual world the virtual item created by said code can be implemented in a 
 rivalrous way. For example, from a user’s perspective a sword in a MMORPG cannot simply 
 be copied; it can be traded or given away, after which it will no longer be accessible to the 
 user who traded it or gave it away. Persistence refers to the fact that a virtual good persists in 
 the  virtual  world,  logging  out  or  turning  off  one’s  computer  does  not  erase  it.  Finally, 
 interconnectedness is a requirement for it to be considered property; if a virtual item can’t be 
 transferred to, interacted with or seen by others it falls outside the definition of property. There 
 is not currently agreement on whether virtual goods should legally be considered property, nor 
 what kind of property (Harvey, 2017).  For those that do consider it property, there is an open 
 question  as  to  whether  it  is  purely  intellectual  property  (Erlank,  2015).  From  a  user  and 
 economics perspective, many virtual goods appear to be intangible private property; within the 
 virtual  worlds  which they  exist,  they  look  and function much  like  actual  goods;  obtaining  or 
 making them (if the virtual world provides for that) can require great effort or cost, and they 
 can  often  be  traded  or  sold  in  many  cases  even  for  real  money.  When  it  comes  to  game 
 publishers however, the opinion is different; many End User Licensing Agreements (EULA) 
 specifically states that users must forfeit any rights to content within the game and states that 
 the  publisher  does  not  recognise  virtual  property  (Harvey,  2017,  p.  144).  While  the  debate 
 about virtual property has many more aspects to it and extends significantly beyond the sphere 
 of  gaming,  for  our  purposes  it  is  enough  to  note  that  there  is  a  large  gap  between  users, 
 publishers  and  economic  realities  when  it  comes  to  virtual  goods.  Legal  frameworks  for 
 navigating this gap are lagging behind with significant variances between jurisdictions. 



3.12 Virtual currency 


When  it  comes  to  establishing  the  value  of  virtual  goods  in  games  there  are  generally  two 
approaches:  use  of  a  sovereign  currency  or  a  virtual  currency.  The  former  is  fairly  self-
explanatory  while  the  latter  deserves  elaboration.  There  is  not  an  agreement  on  an  exact 
definition of virtual currency (Dabrowski & Janikowski, 2018, p. 7), but various definitions have 
been proposed. The European Central Bank (ECB) has published several papers on virtual 
currency. In a report (ECB, 2012) the Linden Dollar from the game/online community Second 
Life was used as a case study of virtual currency. The following definition for virtual currency 
was proposed in that report: “a virtual currency is a type of unregulated, digital money, which 
is  issued  and  usually  controlled  by  its  developers,  and  used  and  accepted  among  the 
members of a specific virtual community” (ECB, 2012, p. 13). As time passed decentralised 
blockchain based virtual currencies became the main focus of regulators. The definition was 
updated: “virtual currency can therefore be defined as a digital representation of value, not 
issued  by  a  central  bank,  credit  institution  or  e-money  institution,  which,  in  some 



(27)circumstances, can be used as an alternative to money.” (ECB, 2015, p. 25). Note that the 
 latter  definition  considers  virtual  currency  not  to  be  money,  a  departure  from  the  earlier 
 definition. Instead the term value is used with the caveat that it can act as an alternative to 
 money in some cases. This change was made to reflect the fact that virtual currencies do not 
 have the common acceptance required to be considered money.  Both definitions of virtual 
 currency seem relevant to the analysis of those implemented in games. The 2012 ECB report 
 furthermore suggested three categories to classify virtual currency schemes based on their 
 interface with the wider economy. The first is considered a closed virtual currency scheme; 


users can’t exchange real money for virtual currency and vice versa. Instead it must be earned 
 and spent within the virtual community on virtual goods or services. The second scheme is 
 characterised by being unidirectional; The virtual currency can be bought with real money, but 
 the reverse is not true. Currency obtained can be spent within the community on virtual goods 
 and  services  or  in  some  cases  real  ones.  Finally,  the  third  type  is  bidirectional;  The  virtual 
 currency can be bought with real money and in turn the virtual currency can be converted back 
 into real money in accordance with an exchange rate. 


Figure 5: Illustration of virtual currency schemes(ECB, 2012, p. 15)) 



3.13 Virtual item purchase motivation 


It’s crucial to understand the reasons behind in-game purchases, since virtual items in games 
 play  a  major  factor  when  it  comes  down  to  the  revenue  incomes  of  companies.  Moreover, 
 virtual items from games who follow the free to play business model are increasingly gaining 
 in importance for the overall profits of the online game industry (Lee, Lee, Lee, & Lee, 2015).  


There  are  multiple  studies  trying  to  identify  the  different  motivations  for  such  purchases. 


Lehdonvirta (2009) investigated 14 online service providers that were selling virtual items in 
Finland, United States and Korea and came to the conclusion that motivations which influence 



(28)the  decision  of  buying  digital  items  can  be  categorized  into  functional,  hedonic  and  social 
 attributes. Functional attributes refer to performance, e.g. the stats(strength) of a certain in-
 game item like a sword. Hedonic attributes refer to the visual appearances, e.g. how the sword 
 looks. Whereas social attributes refer to rarity, e.g. the sword is part of a very unique collection 
 (Lehdonvirta, 2009). 


It is an on-going trend that especially developers seek to understand these motivations and 
 try their best to cater towards them. Therefore, they design their games in a way, that allures 
 the players of these games to purchase in-game items  often and frequently  (Hamari et  al., 
 2017). Hamari et al. (2017) categorized a total of 19 motivations behind purchasing in-game 
 items into 6 dimensions: 


Unobstructed play: based on purchases, to avoid obstructions (e.g. cooldowns, waiting times) 
 and therefore to facilitate continuous play. 


Social interaction: based on purchases, which facilitate social interaction e.g. by playing with 
 friends and giving them gifts. 


Competition:  based  on  purchases, to  become  stronger  and to  show  off, which  often grants 
 advantages over other players. 


Economic  rationale:  based  on  purchases  that follow  rational  reasoning,  e.g.  supporting  the 
 game they like or making use of a special offer, since that is perceived as a great deal. 


Indulging  the  children:  based  on  purchases  to  make  kids  happy,  basically  parents  willingly 
 wanting to pay for content for their kids, by doing so they can also have their own motivations 
 in mind, e.g. buying content for their kids in a game, buys them free time in exchange. 


Unlocking content: based on purchases to gain more content, e.g. the users want to unlock 
 more levels or a specific character. 



4  Methodology 



4.1  Research philosophy  


While our overarching research question (‘What are the key factors behind the success of the 
GaaS  model?’)  could be  interpreted  as  implying that  there is  a  set  of finite and  objectively 
verifiable  key  factors  behind  the  success  of  GaaS,  this  is  not  what  we  aim  to  present  our 
research. Rather, as we began the preliminary study of GaaS we quickly found that it was a 
complex topic, with a lot of plausible candidate key factors, that depended varied according to 
the context through which they were viewed. The domains relevant to GaaS research varied 
from ICT to psychology, media studies, business, law and much more, all containing valuable 



(29)contributions. The very nature of games allows them to play around with and question reality. 


The word ‘virtual’ for many laymen implicitly implies something not being a real thing. But to 
 many gamers the virtual world with which they interact are very real. The dictionary definition 
 for ‘virtual’ states: “Not physically existing as such but made by software to appear to do so”. 


For videogame companies an essential part of their work is to make their virtual game worlds 
 a  space  for  real  engagement.  Furthermore,  the  boundaries  between  the  virtual  and  the 
 physical world is breaking down. Many virtual economies extend into what we perceive to be 
 the ‘real’ economy. The financial crash of 2008 helped many to understand that the latter is 
 not  as  ‘real’  or  objective  as  we  might  want  to  believe.  Rather,  it  seems  to  be  created  by 
 perceptions and actions of individuals and society as a whole, the core concept behind the 
 ontology  of  subjectivism  (Saunders,  Lewis,  &  Thornhill,  2009,  p.  111).  As  we  attempt  to 
 understand GaaS, we do so extensively through the participants that form the wider gaming 
 community; Gamers, developers, artists, analysts, creators and so on. The roles aren’t clearly 
 delineated nor mutually exclusive. As such, we consider their experiences and actions to form 
 the many ‘truths’(Orlikowski & Baroudi, 1991). We therefore adopt the ontology of subjectivism 
 and the epistemology an interpretive epistemology. 



4.2  Research Approach and strategy 


While we did do a significant review of literature relating to GaaS before starting interviewing, 
 we did not come up with a set of theories to be confirmed or rejected through our interviews. 


Rather, the literature review served to give us a basic comprehension of some elements of 
 GaaS to prepare us for the interviews. Through our interactions with the interviewees our own 
 comprehension was further developed, and this process continued throughout the thesis. This 
 largely  aligns  with  an  inductive  approach,  which  is  also  very  well  suited  for  a  subjectivist 
 ontology and interpretive epistemology(Saunders et al., 2009). The interviews in conjunction 
 with our own observations of and participation in the gaming community served as the main 
 research strategy.   



4.3  Data and data collection 


Interviews are inherently qualitative in nature, and this ties in well with our chosen research 
 apporach(Saunders et al., 2009). 


A combination of both primary and secondary data was used for the research, this allowed for 
 some  degree  of  reliability  as  well  as  gaining  access  to  more  information  that  would  not  be 
 possible purely with primary data in the scope of this research alone. 


Our  Primary  Data  is  a combination  of  in-depth  interviews  and  observational  research  data. 


The interviews are comprised of Expert and gamer interviews with open ended questions. 



(30)We also used observational data we gathered from our own interaction with and observation 
 of gaming through various mediums and channels. 


Secondary data was also an important source of information for our research. We used peer-
 reviewed  journal  articles,  government  and  NGO  reports,  corporate  investor  relations 
 documents,  such  as  conference  calls  and  earning  reports,  interviews  and  news  articles.  In 
 many  areas  secondary data  granted  access  to  information  that  would  be  hard to come  by, 
 though we had to be critical of the accuracy and truthfulness of secondary sources, particularly 
 in  the  case  of  news  articles  and  to  some  extent  corporate  documents,  as  both  might  be 
 affected by vested interests. 


4.3.1  Sampling 


In selecting participants for interviews, we used a combined approach of quota and snow-ball 
 sampling, both types of purposive sampling. The first group of people we interviewed were 
 people that do not work in the industry but are actively consuming GaaS or content relating to 
 GaaS. When picking participants for our expert interviews, we used the snow-ball sampling or 
 chain-referral  sampling.  We  used  our  initial  interviewee  to  connect  to  other  people  in  their 
 network  that  were  familiar  with  the  topic  and  might  give  us  valuable  insight,  that  included 
 people  working  in  all  sectors  of  the  gaming  ecosystem:  Peripherals,  events  &  streaming, 
 publishing, etc.  While the classical definition of “hidden population” often includes the notion 
 of an unwillingness or a danger to identify as being part of that particular group, the gaming 
 industry  is  a  similarly  specialized  group  like  for  example  “Hollywood”  that  has  a  big 
 interconnectedness between the members, and a sort of exclusivity to their path. 


4.3.2  Questions 


As is the case in a qualitative study, we used open ended questions. We used two different 
 approaches,  based  on  the  two  different  groups  of  interviewees.  The  expert  interviews 
 happened mainly in the intermediate stage of our study, and we had at this point  gathered 
 more  data  that  lead  us  to  have  a  more  comprehensive  and  nuanced  understanding  of  the 
 subject matter. It also allowed us to be more specific in what sort of data we wanted to gather 
 from each person interviewed. We therefore used a more tailored approach in questions that 
 matched our research profile. Every person we interviewed worked in a different area of the 
 videogame  industry,  so  in  order  to  gather  most  information  we  prepared  the  questions 
 according to the area of their expertise based on their work and life experience. 


4.3.3  How we interviewed 


We conduct the qualitative interviews through various means, some face to face, others over 
skype or Discord. One of the interviews were also performed using text chat, due to issues 
with verbal communication in a common language. In most cases we had longer verbal or text 



(31)exchanges with each individual to build an informal, setting that made the interviewees feel 
 comfortable  and  relaxed  with  the  purpose  of  creating  an  informal  and  relaxed  atmosphere 
 conducive to answering the questions in detail. It also allowed us to probe the interviews and 
 interact with them based on their personality and needs, to get the best information possible. 


Close interaction and communication also allowed to understand implied meanings, or when 
 the  interviewee  used  sarcasm. The  way things  are said  are  often  as  important,  if  not  more 
 important than the verbal content, and let us infer how certain statements were meant. 


The interviews were recorded, and then transcribed using software. Due to the varied nature 
 of  accents,  manual  transcription  was  necessary  for  parts  of  almost  all  interviews,  as  the 
 transcription software did not accurately understand all accents. 



4.4  Ethical considerations 


There  were  some  ethical  considerations,  that  we  had  to  consider.  This  led  us  to  carefully 
 examine what questions to ask in the in-depth interviews. It was important to not misuse the 
 trust  established  with  the  participants,  as  well  as  not  pushing  the  questions  when  we 
 encountered hesitance. 


We had to commit to minimize the risk answers to the questions we asked potentially might 
 have  for  the  career,  for  some  of  the  expert  interviews.  This  includes  questions  about 
 monetization  techniques  and  methods  used  for  the  latter.  Building  a  relationship  with  the 
 interviewees, and having the interviews in an informal setting, has led in some circumstances, 
 to sharing of information that might have negative consequences for the current as well as 
 future career opportunities of the participants. 


We therefore committed to clearing quotes by the participants beforehand and explaining in 
 which context they will be used. In order to make sure that no confidentiality or non-disclosure 
 agreement were violated on the participants side, we were very careful in using quotes. That 
 includes  remarks  concerning  opinions  towards  practices  in  the  gaming  industry,  as  well  as 
 specific  techniques  that  were  used.  Even  if  no  non-disclosure  agreements,  or  similar  were 
 breached certain answers, could still be potentially be harmful for the careers of individuals, if 
 connected. For example, heavily criticising monetization techniques and practices, could be 
 seen  as  bad  mouthing  a  former  employer,  or  indicate  an  unwillingness  to  implement  set 
 techniques that might be deemed necessary by the publishing company and therefore could 
 harm future employment chances. 



5  Games as a Service 


The transition from games as a product to a mixed business model largely based on revenue 
from microtransactions are often called Games as a Service, though some publishers have 



(32)framed it as ‘Lives Services’. These Live Services seem to have resulted in strong revenue 
 growth.  


Figure 6:Slide from Ubisoft depicting transition to live services (Ubisoft, 2018, p. 12) 


For example, in 2017 EA reported a trailing 12 months revenue of $1.682 billion USD from 


‘Live  Services’,  a  merger  of  the  categories  previously  referred  to  as  ‘Extra  Content’  and 


‘Subscriptions, Advertising, and Other’. The former made up $1.297 billion USD and the latter 


$385 million USD. Digital sales of games, not considered to be part of the Live Services, netted  


$724 million USD at the time (EA, 2017, pp. 5–6). In 2020 Live Services revenue had risen 
 sharply to $2.835 BN USD while digital game sales had grown much less at $780 million USD 
 (EA, 2020, p. 5). Ubisoft has seen a similar rise in Live Services income, though they label it 
 as ‘Player Recurring Investment’. From FY16 to FY 19 revenue this segment rose from €132 
 million  EUR  to  €644  million  EUR(Ubisoft,  2019b,  p.  12).  While  Ubisoft  considers  the  Live 
 Services model to have relegated the hit driven nature of game revenue to the past, the reality 
 seems to be different; revenue is still largely dependent on getting a ‘hit’. As an example, EA 
 has a live service mode called Ultimate Team integrated into their annual sports game series 
 FIFA and Madden NFL. Ultimate Team is an online competitive mode where users can play 
 against  each other with the teams that they have assembled. All users are provided with a 


‘starter’ team composed of football or NFL players of various skill levels.  To acquire better 
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