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Terms and Abbreviations

Esports

HAVU

CS:GO

SeAMK

VISU

Esports transforms video gaming into a spectator sport, simulating
the thrill of watching a professional athletic competition. Instead of
observing a physical contest, audiences tune in to witness skilled

video gamers compete against each other.

HAVU is a professional gaming organisation, established in 2017 by
multiple esports and marketing professionals. Headquarters located

in Helsinki, Finland.

CS:GO, which stands for Counter-Strike: Global Offensive, is a mul-
tiplayer tactical first-person shooter game that was released in 2012.
It is commonly played in the esports industry as a 5 versus 5 team
game. The two teams, Terrorists and Counter-Terrorists, compete

against each other in various game modes.

Seinajoki University of Applied Sciences also known as SeAMK. The
university of SeAMK places a strong emphasis on innovation and

entrepreneurship. Located in southern Ostrobothnia, Finland.

VISU GAMING is a company that operates in the esports industry. It
is based in Helsinki, Finland and provides services such as market-
ing, content creation, and apparel design to esports influencers and

brands.



1 INTRODUCTION

1.1 Purpose of the thesis

Esports is a promising form of business with enormous potential for future growth and devel-
opment. Despite its growing popularity, it is still an understudied field that needs more re-
search. The fundamental goal of this thesis is to investigate the various aspects that contrib-
ute to esports’ financial success and the procedures by which its value is derived. This re-
search tries to shed light on why esports has gathered such widespread popularity and why it
continues to expand at an unparalleled rate by examining the commercial aspects of esports

beyond the bright lights and attracting action.

1.2 Goals of the thesis

The primary objective of this thesis is to expand our understanding of esports as a business
by conducting an in-depth analysis of local Finnish industry and looking into the global indus-
try. By engaging in interviews with individuals who work in esports companies, this study
seeks to gain insights into the practical operations of these organizations. Data gathering and
analyzing results which will give answers why esports is noticeably growing industry, which
remains rather unsearched. With the help of interviewing individuals from the Finnish esports
industry, we will gain valuable insights into the evolving gaming culture and the innovative

strategies that will shape the future of competitive gaming.

1.3 Structure of the thesis

The first part of the thesis provides a detailed explanation of what esports are, covering their
history, rapid growth, game theory, key participants, and their significant impact on the global
and local scene. This section sets the foundation for further discussions in the following parts
of the thesis. This part serves as an introduction to the theoretical framework utilized in the
thesis. The second part of the thesis revolves around the business models and the process
of value co-creation within the esports industry. This section explores the diverse ways in
which esports organizations generate revenue, establish partnerships, and engage with their
audience to create value. By examining these aspects, a comprehensive understanding of



the intricate dynamics of the esports business ecosystem is attained, shedding light on the

strategies employed for sustainable growth and success.

In the third part of the thesis, the previous theoretical framework is produced and analyzed
through the lens of a SWOT analysis. This comprehensive examination combines the
knowledge gained from the exploration of esports and the understanding of various business
models and value co-creation processes. By applying the SWOT analysis, the strengths,
weaknesses, opportunities, and threats within the esports industry are identified and evalu-
ated, providing valuable insights into the competitive landscape and potential strategies for
future success. Following the last part includes the conclusions of the thesis. All the data

gathered from the research combined and analyzed as one.

1.4 Commissioner of the thesis

Seinajoki University of Applied Sciences, also known as SeAMK, is a forward-thinking institu-
tion located in Seinajoki, Finland. With a focus on practical learning and research, SeAMK of-
fers a diverse range of degree programs across multiple fields including technology, busi-
ness, social sciences, health care, and culture. The university prioritizes innovation and en-

trepreneurship, encouraging students to develop their own business ideas and startups.

SeAMK has a particular interest in esports as a business and career opportunity and is ac-
tively seeking to expand research and knowledge in this field. As part of this effort, SeAMK
has commissioned a thesis on the topic, which will be used as learning material for students
interested in esports. The university has a vibrant international community, with students and
staff from over 60 countries, and is actively engaged in exchange programs and collabora-

tions with international partners.

The thesis on esports as a business or career opportunity aligns with SeAMK's overall mis-
sion to provide students with the skills and knowledge necessary to succeed in their chosen
professions. Through its practical and research-oriented approach, SeAMK aims to equip stu-
dents with the tools to become innovators and entrepreneurs in their respective fields, includ-
ing the rapidly growing field of esports. By prioritizing the latest developments and opportuni-
ties in emerging industries like esports, SeAMK is preparing its students to be leaders in the

industries of tomorrow.
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2 WHAT ARE ESPORTS?

2.1 Introduction

Esports, also known as electronic sports, refers to competitive video gaming where profes-
sional players and teams compete against each other in various video game titles. Examples
of well-known esports games across the globe would be games like Dota 2, League of Leg-
ends, World of Warcraft and Counter-Strike: Global Offensive. Esports involves organized
tournaments, high-level gameplay, and a dedicated fanbase. According to Rogers (2019, pp.
3—10) esports differ from normal sports by its closeness with “mediated nature” which can be
easily noticed. This can also lead to people suspecting that playing esports aren’t really an
exercise or have nothing to do with sports at all. Professional gaming is very demanding, and
it will take a much time to learn specific set of skills which are needed in various games. De-
veloping precise hand-eye coordination and mastering complex motoric skills is crucial in the
world of esports. Pro-players practice actively, sweat after intense gameplays and make fast
decisions during games, just like in any other sports. Only factor that differs the most is that
esports are played usually on chair, hands on table and face towards a monitor. As stated by
Rogers (pp. 3—10) the esports industry is growing phenomenon which remains rather un-
searched. General public worries about people mixing virtual world with the real world rather

when games are a great place to escape and make new friends.

Picture 1. Avicii Arena was the home of Counter-Strike for 4 days (PGL Major Stockholm,
2021).
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2.2 Game theory

Wagner (2006, p. 5) states that eSports has a connection between classical game theory and
the emerging field of computer game theory, as both focus on competitive gameplay. Despite
the significant impact of game theory on economics, it has received limited attention in the
realm of computer game studies. By adopting theoretic approach to eSports, it becomes pos-
sible to recognize the potential of competitive computer games to cultivate “high-speed stra-

tegic decision making” in management training.

According to Wagner (2006, p. 5), a typical round of Counter-Strike can make it easier to un-
derstand this theory. The scenario involves reducing the team size from five to two players,
eliminating the time limit, and disregarding victory conditions other than eliminating the op-
posing team. The central decision for each team in this strategic-form game is whether to

split up and search independently or stay together and search as a team.

As detailed by Wagner (2006, p. 5), in order to find a solution, referred to as the “Nash equi-
librium”, a game matrix must be constructed. This matrix comprises the individual payoffs or
outcomes that each team obtains from selecting a particular strategy. The desired outcome,
winning the match, can be measured by considering the probability of a team's victory. Since
players possess diverse strengths and weaknesses, these factors must be considered. For
instance, a player's "fitness" could be measured by their probability of winning a one-on-one
match against a random opponent, while a team's fithess could be assessed by their proba-

bility of winning a match against a random opponent.

Wagner (2006, p. 5) states that if presented additional complexities, such as increasing the
number of players per team, amplifies the intricacy of the game. However, the virtual environ-
ment inherent in the game allows for game theoretic analysis. This not only presents an unu-
sual approach to eSports coaching but also suggests that teams training in eSports disci-
plines can enhance their proficiency in making rapid and complex strategic decisions.

2.3 Early history of esports

According to Hiltscher and Scholz (2015, pp. 9-10), everything began on October 19th, 1972.
A Spacewar tournament was hosted by Stanford University and the people who were invited
to participate were students. Events name was “Intergalactic Spacewar Olympics” and the
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winner of would receive a subscription of a 1 year to Rolling Stone magazine. This was the
start of history of esports. Referring to Hiltscher and Scholz (pp. 9-10), this is so called Gen-
eration 1 of esports also known as early history of esports or the “Offline Origins”. The time-
line of this part goes from 1971 to 1989.

After 8 years, Atari introduced a tournament for 10 000 contestants within a game called
Space Invaders. As stated by Hiltscher and Scholz (2015, pp. 9-10), the 1970s and 1980s
was a period during which esports players and tournaments were marketized for the first
time, in magazines like Life and Time. Tournaments were different back in the days, players
didn’t compete simultaneously rather after one another. In the present day most of the games

completed are played online or at the same time against each other.

2.4 Rise of esports

According to Hiltscher and Scholz (2015, pp. 9-10), Generation 2 founding father was Netrek
which was called “the first online sports game” by magazine WIRED. Between 1990-1999
Nintendo started to rise in popularity, and it held numerous LAN tournaments played on Su-
per Nintendo Entertainment System. This was commonly known as the Nintendo-era, which
also influenced in born of multiple TV shows were children played against each other on Nin-

tendos.

2000-2013 were the years when esports started to grow rapidly. Technological advancement
in console and PC development and internet becoming more and more part of the society
gave esports an opportunity to show its real potential. According to Hiltscher and Scholz
(2015, pp. 10—-14) the tournament prizes started go up at the same time when there were
over 2000 tournaments arranged. World Championships became more common in games
like League of Legends, Dota 2, CS:GO, StarCraft 2, World of Warcraft and Call of Duty. Big-
gest prize pools were in Dota 2 (10,000,000€ in The International 2014) and League of Leg-
ends (2,130,000€ in 2014 LoL WC).

2.5 Esports winter and the current situation

Since 2013 esports market reached its all-time highs. The esports scene worldwide has had
a massive growth during pandemic while people stayed at home and discovered the gamer
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inside of them. Now, 2023, the situation has changed when the COVID-19 era is starting to
fade across the globe. People call this phenomenon a “esports winter”. This so-called winter
refers to the world’s situation with current recession (The Bridge Desk, 2023, p. 1), leading to

significant transformations in the management of esports companies and brands.

The esports and gaming industry is experiencing the impact of layoffs, beginning with The
Guard, a US-based company. This esports giant has recently made the decision to terminate
the employment of all their staff members (The Bridge Desk, 2023, p. 1), including teams re-
sponsible for social media, content creation, talent management, and creative endeavors.
FaZeClan also known as FaZe has also gotten rid of 20% of their employees and the list of
companies goes on. In this tweet by Keeg, who is esports director and Valorant manager for
FinalFormEnt, we can notice how this so-called winter has impacted the esports industry.

The tweet below contains the core meaning of esports winter.

Keeg ,
@KeegMGMT - Follow

Esports in 2023:

@TheGuard dead

@eUnited dead

@TorrentHQ dead

@FaZeClan 20% staff laid off, stock down 60%
@100Thieves 15% staff laid off

@OpTic staff cuts

@Immortals staff cuts

@TeamLiquid staff cuts

@nerdstreet financial trouble and 25% staff cut
@riotgames 46 jobs cut

3:23 AM - Feb 23, 2023 G

W 11K @& Reply T, Share

Read 134 replies

Picture 2. Esports in 2023 (Twitter 2023).

According to Thompson (2023), esports as a career choice is a risky move and might not be
able to provide the income you need. In his article he mentions there is a lot of different ways
to support your career for example, starting a YouTube channel or invest in merchandise

sales to give fans a chance to support your profession multiple ways. As stated by
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Thompson, esports hasn’t reached all its glory which he thinks can be downfall or the free-
dom of choice where esports could be in the future. It all depends on the professionals who
are working in the field. As said by Thompson, he still believes there is a lot to wait for and

yet many great things ahead in the future of esports.

2.6 Esports in Finland

Esports in Finland is a relatively small industry compared to other countries (T. Kaskinen,
personal communication, July 2, 2023). However, there is major breakthroughs made in mul-
tiple different gaming genres like FPS, RTS and MOBA. Successful Finnish companies like
HAVU Gaming, ENCE and VISU Gaming have made name not only locally but have gained
attention worldwide. According to Kaskinen, there are some limitations related to population
and the number of paying customers in the esports industry. Therefore, a lot of optimizations

must be made before entering the Finnish industry to gain solid income for the company.

Esports is a tough industry to provide players and teams enough amount of support with only
playing tournaments and competing. Especially in Finland where the number of sponsors and
viewers is much smaller compared for example European or Asian industry. There must be
multiple ways to support the income to maintain proper salaries for the players. Streaming
and other content creation have been found successful to increase profitability of esports as
a career in Finland. Fan merchandise sales not only contribute to the financial flow but also
bring fans closer to the brand and players (P. Sulonen, personal communication, July 3,
2023). By offering a range of merchandise options, fans can support their favorite teams and
feel a stronger connection. Wearing team apparel and displaying branded items promotes
pride and creates opportunities for fans to connect with others. Additionally, it strengthens the
bond between fans and players, making them feel more invested in their success. Overall,

fan merchandise sales enhance the fan experience and generate revenue for the brand.

Finland has become a prominent player in the esports industry, providing comprehensive ed-
ucational opportunities at various levels (SEUL, 2019). These study opportunities consist of
second-degree studies, adult training and even universities. University of HAMK offers an es-
ports business management-line for its applicants. Their studies involve game developing,
visual planning and 3D-modeling.
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2.7 Esports globally

According to Block and Haack (2021), gaming across various platforms like consoles, com-
puters, smartphones, and other devices has experienced rapid growth and gained significant
acceptance in recent years, with mobile gaming emerging as the largest platform. The in-
creasing awareness of esports, with billions of people recognizing its presence, along with
the growing audience and projections for future growth, indicates that esports can no longer

be considered a niche, given the substantial numbers it commands.

The outbreak of the coronavirus in Wuhan, China, in late 2019 led to a global fight against
the virus, causing traditional sports to come to a halt for several months. Similarly, esports
faced its own challenges, with many events being cancelled or moved online. However, the
digital nature of esports proved advantageous during this time, allowing events to be easily
transitioned to online formats. Streaming and gaming experienced significant growth, and tra-
ditional sports leagues also ventured into esports (Block & Haack, 2021), hosting virtual tour-
naments and leagues to provide entertainment during the pandemic. Examples include the
Formula 1 eSports League and the virtual tournament organized by the German Bundesliga

in FIFA 2020, involving professional soccer players and various clubs.

According to Block and Haack (2021), companies like Twitch, known for transforming esports
into a spectator sport and Valve renowned for crowd-funding gigantic prize pools continu-
ously innovate the market and drive industry development. The global esports revenue grows
rapidly, surpassing the $1 billion mark annually. However, there is still untapped potential in
merchandising, which could become a significant source of stable income in the future. It
would be interesting to examine the effectiveness of merchandising in traditional sports com-
pared to esports and determine its current profitability. While the debate on whether esports
is a sport persists, researchers have identified the esports market, with a 23.82% CAGR, as

a vital growth factor for the traditional sports market, which experiences a 4.3% CAGR.

2.8 The author’s career in esports

A personal experience in esports was as a professional player for VISU Gaming, specifically
playing Call of Duty: Warzone. Our team comprised of four players, and tournaments we

competed in had prize pools of 150e—1000e. Our team achieved impressive results, winning
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nine out of twelve tournaments in Finland, and being runners up in the other three. We also

won the Sweden vs Finland Squad tournament.

Since those days, | transitioned to streaming and content creation, due to the evolution of the
Warzone community, which eventually fell apart due to the game developers not listening to
community feedback and delivering disappointing updates. Although the prize pool money
was not substantial, the experience gained was invaluable, and | am grateful for the oppor-
tunity to have worked in esports. Nowadays, CS:GO has starting to get more interesting,

since Valve has announced the launch of CS2 which might be next move for the career.
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3 BUSINESS MODELS AND VALUE CO-CREATION IN ESPORTS

3.1 Business models in esports

The world of esports redefines the common structures of business models completely. As
seen in the illustration below there are many moving parts and bits coming together forming a
solid income forming a as risk free as possible future. According to Scholz (2019, pp. 64—65)
a gaming organization called Fnatic has always wanted to be independent and focus on inter-
nal money flow rather than depending on external investors. This choice led them into a fi-
nancial issues almost crashing their whole brand, but they found a way to monetize them-
selves through the support of their fans and the name they had made. In 2015, they launched
their own gaming hardware line with their own logo called Fnatic Gear, this led to survival of
the organization. According to the words of Scholz (pp. 65-66), Fnatic’s main focus in still on

competitive esports and keeping up within the ever-changing esports industry.

Picture 3. Fnatic gaming headset (Fnatic, 2023).
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When creating a business model for a company, there are many things to take in considera-
tion. Esports industry one of the biggest fear factors are the divided general public’s opinion.
According to Scholz (2019, pp. 83—-84), this creates an issue of how to build a successful
business model. Sponsors and advertisers are vital when forming organization to provide in-
come for stakeholders, selling merchandise supports the money flow and winning prize pools
boost the brand. To get to the point where you even can get sponsors, merchandise sales or

win prizes is a long road for every new company.

Many companies fail in losses because they have not built a structured plan for themselves
(Scholz, 2019, pp. 117-120). Business models that succeed in the industry have integrated
their value around their audience, according to Scholz (pp. 117-118). In the figure table pro-
vided by Scholz (p. 127) we can notice that there are five key models with different character-
istics. The esports-driven, entrepreneur-driven, media-driven, sports-driven and investor
driven business model. This table has listed carefully all the different ingredients of a suc-

cessful esport business model.



Table 1. Different types of business models and their key attributes (Scholz, 2019, p. 127)

Value Value Cost Value net- | Competi- | Coopetition/co-
proposi- | chain and work tive strat- destiny
tion profit egy
Esports- Enthusi- | Based | Modest | Embedded | “Gaming Understands
driven astic onthe | profitin | inthe net- | is believ- | the co-destiny
esports | existing | orderto | work and ing” and Esports
experi- | esports | achieve | knowledge tradition
ence value | sustain-
chain ability
Entrepre- Innova- | Adapt- High Acting as Be inno- | Coopetition as
neur-driven | tion and | ingto cost at outsider vative long as neces-
change | existing | the be- | searching | and jump | sary but no co-
through | esports | ginning, | for a place on the destiny
technol- | value | hope for | in the net- band-
ogy chain profit in work wagon
the far
future
Media- Profes- | Integra- | Moder- | Acting as Better Understands
driven sional | tioninto | ate and outsider media the need for
media | existing | fearful searching | coverage | coopetition and
cover- | media invest- | for a place | based on co-destiny
age value ment in the net- experi-
chain work ence
Sports- Profes- | Integra- | High ini- | Acting as Supply- | Focus on com-
driven sional | tion into | tial cost, outsider, | ing expe- petition as
and tra- | existing profit mostly ig- | rience on practiced in
ditional | sports seem- noring ex- how to sports
sports value ingly ir- | isting net- | organize
experi- | chain | relevant work sports
ence
Investor- Supply- | Adapt- | Highini- | Acting as Winner | Cooperation is
driven ing cap- | ingto | tial cost, outsider, takes it | only relevant if
ital for | the ex- | profitin | buying into all essential for
growth isting | the near | the existing profit
esports | future network
value

chain

19



20

3.1.1 Coopetition

The word coopetition comes from the combination of terms competition and cooperation. As
stated by Scholz (2019, pp. 120-121) like many experienced stakeholders have noticed, that
to survive esports industry there must be some sort of cooperation within the competition.
This sort of working together but competing at the same time can lead to value creation and
innovations within the industry. Scholz (pp. 121-122) used an example of Apple and Sam-
sung and their coopetition in a way, that Samsung works as subcontractor for Apple at the
same time when they compete in their industry. Leading goal of coopetition is to form a solid

business model that grows and profits the stakeholders.

3.1.2 Co-destiny

According to Scholz (2019, pp. 121-122), co-destiny is the idea of stakeholders in an indus-
try sharing a common vision and future by focusing on collaboration despite the competition
and aiming to achieve mutual growth and success. This mentality among competing compa-

nies and stakeholders will make the esports industry bloom even more in the future.

3.1.3 Convergence

As stated by Scholz (2019, p. 123), convergence in the context of esports industry implies to
the tendency of organizations and stakeholders to become as one over time due to shared
goals of coopetition and co-destiny. This phenomenon helps the industry to grow and build
trust within one another. New stakeholders and sudden changes could alter this and lead to

temporary divergences.

3.2 Value co-creation

As stated by Kunz et al., (2022), value co-creation is a process where customers and compa-
nies work together towards creating mutual value. According to Scholz (2019, pp. 86—-87) the
key to success is monetizing the audience in ways that benefits the stakeholders the most.
Scholz (pp. 86—87) refers that the audience is a shared target, which implies that all profes-
sional gamers, viewers and even commentators create value all together. This phenomenon

differs in various ways from traditional sports or cultural integrations.
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Investors, entrepreneurs, media and shareholders have taken esports as a new curiosity. All
that they have in common is that they rather follow and go by the flow rather than trying to
change esports as it is. Focus is on making profit and creating value to all parties involved.
(Scholz, 2019, pp. 84—-85) Well-known company Amazon has shown that being greedy and
taking risky investment can lead to struggle. As stated by Scholz (pp. 85-86) the company
lead by Jeffrey Bezos took challenge by making Twitch more profitable platform for investors
and shareholders. The issues have formed a massive workload for Amazon and even losing

paying customers from Twitch.

3.2.1 Primary stakeholders

According to Scholz (2019, pp. 49-51), the most important stakeholders are the game devel-
opers. They are creators of what could possible be a game title with esports abilities. There
are many popular games with competitive modes which are ready for esports. These games
are for example: League of Legends, Fortnite, CS:GO and Call of Duty. Scholz (pp. 49-51)
emphasizes the importance of game developer co-operation with their community. Ignoring
your customers can lead to losing them to other games or even ruining your company’s
whole reputation. Game developers try to keep their games updated and add new content for
the players to enjoy (Scholz, pp. 50-55), this is a great way to make more income and even
lure new players to join the game. Updates can also ruin the gaming experience and lead into
bugs which are not viewed well in esports competitions. This happened to the author as well

with Call of Duty: Warzone, when they changed game almost completely.

Another major stakeholder are tournament organizers. According to Scholz (2019, pp. 58—
60), the game developers are the kings in this kingdom, but they still rather choose to cooper-
ate with tournament organizers like PUBG is with StarLadder and OGN with Rainbow Six
Siege. Organizers are the working force to create more value (Scholz, pp. 58-60), continuity

and popularity to games with esports competitive mentality.

Next up is the professional teams that are the walls when building a house. As stated by
Scholz (2019, pp. 62—63), organizations creating teams are crucial for the competitions on
the very top levels. These professional teams tend to have coaches (Scholz, pp. 62-63),
training facilities or even gaming houses where they can train to become even better. Esports

from this point of view is like a traditional sport in professional levels.
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As stated by Scholz (2019, pp. 67—-68), to become a person who successfully provides for
himself while gaming professionally for prize pools and fame is harder than in any other tradi-
tional sports. There is a lot of competition between amateur players, who is the one to break-
through and become a professional. These professional players might be the most important
stakeholders that there is. According to Scholz (pp. 67-68), the life of professional player is
opportunistic and mentally challenging because if you don’t succeed your career could be

over very quickly.

According to Scholz (2019, pp. 70-72), all these parts of primary stakeholders need glue in
between them and that is providers and communities. They are the maximisers of the possi-
ble money flow towards the industry and companies. The communities are for example:
Twitch and YouTube.

3.2.2 Secondary stakeholders

As stated by Scholz (2019, pp. 73-75), esports industry is a “Wild West”, which means that
there is not enough governance and regulation. Unlike esports, the traditional sports have
Olympic Committee and many other governing organizations that make the rules and over-

watch them. Esports is in a desperate need of these governing bodies.

As referred by Scholz (2019, pp. 77-80), the traditional sports organizations are losing their
grasp of viewers due to incapability to access younger audiences. There is still a lot of un-
found potential with traditional sports combining esports together. This would lead to wider
audience and possibly more income towards their organizations. Some organizations have
taken the opportunity and presented esports teams under their name. According to Scholz
(pp. 78-79), there were only ten companies in 2015 with esports teams within their traditional
sports team but in 2018 there were more than 200. These number are still growing today,

and COVID-19 had a fair part of spike increase of esports related cooperations.

Sponsors and advertising might be annoying for the viewers, but they are almost 60% re-
sponsible for the revenues towards esports industry. With this data Scholz (pp. 81-83), im-
plies that sponsors and advertisers were and still are the backbone of the whole industry. In-
tel, Logitech and Nvidia are the most well-known sponsors know in the esports community
and following them are Red Bull and Monster Energy. Without these labels esports industry’s
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return on investment (ROI) would have been impossible to answer and they have had their

impact on the growth of the whole esports saga (op cit., pp. 82—-83).

There has always been communication about gaming is bad for your health or that it will ruin
your mental health in some way. This is the part where general public’s opinion should be
proven wrong. As stated by Scholz (2019, pp. 83—84), studies have shown that gaming is
beneficial for your hand-eye coordination and reflexes etc. Authors personal experience of

gaming has brought many close friends and great memories throughout the years.
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4 SWOT ANALYSIS OF ESPORT INDUSTRY

Strengths, weaknesses, opportunities and threats, shortly known as SWOT, is a commonly
used tool in businesses around the world. According to Helms and Nixon (2010), SWOT
analysis can be used to recognize your company's strong and weak sides. Simple and effec-
tive way of pointing out complex matters for easier understanding. Drawing from the previous
theoretical framework foundations, this section presents the SWOT analysis, providing a

comprehensive assessment within the esports industry.

> 0/ 0 | ¢

STRENGTHS WEAKNESSES OPPORTUNITIES THREATS

Accessibility Lack of acceptance ® Sponsorship and partnerships ® Dependency on
Global reach 0 Monetization and i *® Potential for future 0 sponsorship and
Engaged audience profitability technological advancements advertising
Diverse revenue streams : Current infrastruciureand  :  ® Esporis betting and gambling . ® (Cheating in games or
Growing market regulation ® The demand for esports tournaments
' Limited traditional media - merchandise : ® Broad spread viewerbase
coverage ] ]

Picture 4. SWOT analysis of the esports industry.

4.1 Strengths

As stated by Block and Haack (2021), esports strengths lay in its accessibility within global
reach. You can play games almost wherever you want. Growing market and diverse revenue
streams makes it strong business industry among others. According to Block and Haack, in
2012, the global market revenue generated by the industry was a modest $130 million, which
significantly increased to $865 million by 2018. This indicates that there has been a major

growth in esports industry.
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4.2 Weaknesses

Esports faces a lack of acceptance due to misconceptions. It demands skill, strategy and
dedication like traditional sports. Embracing its true essence can connect the gap and grant
esports the recognition it deserves (Franks & King, 2023), but traditional medias are still
learning how to deal with esports, and they are lacking improvements towards this rising phe-

nomenon.

In a personal communication on July 2, 2023, Tom Kaskinen stated that there are challenges
with building and maintaining reliable gaming venues, online platforms and networks that can
handle the increasing needs of players and fans. He emphasized that these infrastructural
issues are visible also in Finland. Based on a personal communication with Patrik Sulonen on
July 3, 2023, he mentioned that the esports industry makes money from various sources.

But, because of this diversity it becomes tough for both new and old companies to survive in

the rapidly changing market.

4.3 Opportunities

The esports industry offers a wide range of opportunities, including sponsorships, untapped
potential for future development, the emerging market of esports gambling and betting, as
well as the growing demand for esports merchandise. According to Cerqueira et al. (2020),
gambling is also a threat that needs to be noted. At the same time, it is an opportunity for the
industry and threat. This opportunity could be, if not legislated correctly "a gambling disorder"

for many players. Currently there are only effects in minor groups of gamers.

According to Macey et al. (2021), the ongoing growth of the esports industry, the increasing
size of prize pools, and the expanding audience, it is expected that the existing gambling
market will further expand. There has already been made improvements focusing on finding
better solutions for gamers to gamble safely. According to Young (2019), a company called
Valve, which is developer of CS:GO, announced a new way to gamble. CS:GO loot boxes
which you can open with real money to gather skins for weapons used in-game. Originally
loot boxes could be opened when buying a key for the crate. To be specific the change of
what Young (2019) is talking about is that they made it different in France. France’s gambling
legislation didn’t allow the current state of loot boxes to stay. As stated by Young (2019),

Valve implemented X-Ray scanner which allows player to see the contents of the loot box
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before buying it. In order to keep opening cases you will have to open the previously scanned
box, which is basically a sale of buying a weapon skin you see and avoid the gamble legisla-
tion. This is either a workaround for the company Valve to make money or improvement to-
wards “safer gambling”. Many companies make part of their income from selling fan mer-
chandise and other apparel with their company’s logo. This offers a lot of opportunities for
collaboration between companies even from different industries (P. Sulonen, personal com-
munication, March 7, 2023).

Picture 5. CS:GO Loot Boxes (Gamerant 2019).

4.4 Threats

The market of esports industry is heavily volatile, and this could lead to sudden surprises for
companies (Grayson, 2015). Relying solely on sponsorship and advertising income can be a
threat to a company due to its unpredictability and vulnerability to sponsor changes. Diversi-
fying the revenue streams is crucial for long-term stability. Cheating is an issue in every
sport, whenever there is competition and money people will try to abuse the system. On Au-
gust 20, 2014, a CS:GO team called iBUYPOWER had a match against NetCodeGuides.
Players from iBUYPOWER bet against themselves on a gambling site and played purpose-
fully bad in that matchup. Later, when they were caught by the officials, Valve decided to ban
all the players involved. Among the players of iBUYPOWER they banned the founder of
NetCodeGuides Casey Foster.
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5 RESEARCH

5.1 Objectives and goals

The primary goals of this study are to examine the various business models used by esports
organizations and companies and to identify the reasons behind their selection of a particular
model or combination of models. By investigating the factors that influence the adoption of
specific business models, this research aims to provide insights into the efficiency and effec-
tiveness of each approach. Furthermore, this study seeks to enhance our understanding of
the esports industry by exploring the underlying principles that govern its operations and

growth.

— To understand which model fits the best to various businesses
— Get answers to questions for my personal career
— Discover useful data for SeAMK to be used as study material

— Study how Finnish esports business are structured

5.2 Author experience

Over the course of four years, | have acquired expertise in the esports domain. This period
includes my participation as a professional player of Call of Duty: Warzone with the VISU
Gaming team from 2020 to 2023. At present, my focus is on content creation and marketing,
and | hold the distinction of being a Twitch partner with a streaming record of over 4000
hours. Additionally, | have developed my esports abilities through exposure to diverse es-
ports events and tournaments. Twitch Assembly is held twice a year in Finland, once every
summer and winter. 2022 Summer | was streaming there in the lltalehti Streaming Corner
and this time not Warzone but CS:GO. With the help of personal experience and wide con-

tact network the research process will be greatly improved.
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Picture 6.The author streaming at Assembly Summer 2022.

5.3 Qualitative research

According to Streefkerk (2023), qualitative research focuses on “words and meanings” and
quantitative research focuses on numbers and statistics when collecting and analyzing data.
Both approaches are valuable for acquiring distinct forms of knowledge, therefore mixed ap-

proach is commonly used by combining both research methods together.

As stated by Streefkerk (2023), qualitative research method focuses on few respondents with
open-ended questions. Interview would be a great example of qualitative research method.
Interviews helps understanding a phenomenon by asking questions from the respondents.
Through a conversation theories and ideas can be shared more descriptively to understand

complex matters.

5.4 Chosen method

Interviewing people will improve changes of getting proper understanding of how companies

and organizations make money with their business model in the field of esports. According to
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Streefkerk (2023) qualitative method is the way to go with this because it gives in-depths in-
sights and clearer understanding to the concept. Basically, it means quality over quantity
when referring to quantitative data collection method which provides different and broader
kind of information. Interviewing is also a way to gather experiences what esports profession-
als think of their current way of business. Conducting an interview with esports organization
manager will be a challenge because their line of work includes a busy schedule. When
choosing qualitative research methods over quantitative ones may raise concerns regarding
limited generalizability, potential subjectivity and bias and the need to carefully analyze and
interpret the data collected (McCombes, 2023). To simplify, there is more room for mistakes

when using quantitative data collection method.

5.5 Interview and criteria

The research will involve conducting interviews with two individuals from different Finnish es-
ports companies, Tom Kaskinen from HAVU and Patrik Sulonen from VISU GAMING. The
primary goal of the interviews is to gain insights into the practical operations of esports com-
panies and the factors that contribute to their success as businesses. By interviewing repre-
sentatives from two different companies, this study aims to facilitate cross-comparisons be-
tween different approaches to business operations and management. The interview ques-
tions will cover a range of topics, including the interviewees' personal experiences in the es-
ports industry, their companies' business models and structures, their opinions on the growth
and potential of the esports industry, and their companies' strengths, weaknesses, and limita-
tions. By engaging in these interviews, this research aims to provide a comprehensive view

of the esports industry and its operations from the perspective of industry insiders.

The main focuses of the interview are

— Business models

— Money flow

— Progress

— Future of their company

— Esports as a job
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6 INTERVIEW ANALYSIS

6.1 Goals

The goal of the interview is to gather valuable insights from two different Finnish esports or-
ganizations HAVU and VISU Gaming. By asking specific questions related to the subgoals of
the thesis research, we aim to gain a deeper understanding of the esports industry, its busi-
ness models, growth factors, organizational structures, strengths, limitations, and success
factors. Through the interview analysis, we hope to uncover key trends and patterns in the
industry and draw meaningful conclusions that contribute to the overall knowledge of esports

as a growing business field.

Picture 7. DreamHack Open Rotterdam in 2019 (HAVU 2019).

6.2 HAVU Gaming

HAVU Gaming is a Finnish professional esports organization that competes in various video
game tournaments at national and international levels. Founded in 2017, HAVU Gaming has
quickly become one of the most successful esports organizations in Finland, known for its
strong teams and impressive performances in games such as Counter-Strike: Global Offen-
sive, Dota 2, and Rainbow Six Siege (HAVU Gaming, n.d.).
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HAVU has been gaining popularity and recognition in recent years, both locally in Finland
and worldwide (T. Kaskinen, personal communication, March 1, 2023). As a result, HAVU
Gaming has emerged as a key player in the esports ecosystem, offering support, training,
and resources to their teams and players, enabling them to achieve success on the global

stage.

6.2.1 Tom Kaskinen HAVU

Tom Kaskinen is an experienced esports professional who has been working in the industry
for several years. He is currently employed by HAVU, a successful esports organization

based in Finland. Tom's role at HAVU involves managing the company's operations and en-
suring the team's success in competitive esports events. With his expertise and experience,
Tom brings a valuable perspective to the esports industry and provides insight into the inner

workings of an esports organization.

6.2.2 Interview with Tom

Tom Kaskinen is the marketing and project manager for HAVU, an esports organization
based in Finland. He has been working in esports since 2019 and was previously the CEO of
KOVA Esports, which unfortunately went bankrupt last year. He has also worked in content

creation and social media in the past.

Tom believes that esports is still growing, although there are signs of growth slowing down, at
least in Finland. He feels that the lack of recent success in the Finnish esports scene has
made it a bit stale. However, he also notes that organizations in Finland have taken leaps in

terms of sales and cooperation with partners, both in terms of financial and quality aspects.

HAVU's business model is like a regular company, with departments for sales, content crea-
tion, marketing, and finance. However, what sets them apart is their professional players,
who they pay a salary to play. These players (and content creators) act as the product for
their operation, which they sell and create content around. The company's revenue comes
almost entirely from their partners, who pay for their services, including social media cam-
paigns and live events. HAVU promotes itself by showcasing their players and influencers on

social media and by attending conventions and events in the business world. They believe
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that telling their players' and influencers' stories on a regular basis is the best way to grow

their platforms.

HAVU's greatest strength is its people, who are invested in the company and willing to take
the extra step to get things rolling. However, Tom notes that committed people in esports still
need to work way too many hours for way too little in return. This lack of balance can be a
weakness for the company. Overall, the major key to HAVU's success is its crew, who work
overtime on a regular basis. Tom acknowledges that there are financial limits to what they
can do and that they would like to hire more people to do things bigger and better. However,
they are on a great journey towards reaching their goals and making their dream of making

HAVU a success a reality.

6.3 VISU Gaming

VISU Gaming is a Finnish company that has been making waves in the esports industry.
With its headquarters located in Helsinki (P. Sulonen, personal communication, March 7,
2023). VISU Gaming offers a range of services to esports influencers and brands, including
marketing, content creation, and apparel design. The company's focus currently lies in the ar-
eas of social influencers and content creation, which account for approximately 70% of its
business. This emphasis is reflected in the company's roster of creators, which includes well-
known names such as Basu, GargeFPS, JenniJanina, imN3O, Kliffa, Arska, Nino, and oth-
ers. The popularity of esports has been steadily rising in recent years, and VISU Gaming has
positioned itself at the forefront of this trend. By leveraging the talents of its creators and con-
necting them with brands and audiences in the esports industry, VISU Gaming has quickly
become a major player in the space. The company's partnerships with professional players
and teams in games such as Fortnite, Call of Duty: Warzone, Rocket League, NBA2K, and
CSGO have also helped to cement its reputation as a key player in the esports ecosystem.
Overall, VISU Gaming's innovative approach to esports marketing and content creation has
helped to establish it as a leading player in the industry. With its focus on social influencers
and content creation, the company is well-positioned to continue capitalizing on the growing

popularity of esports and the increasing demand for high-quality esports content.
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6.3.1 Patrik Sulonen VISU

Patrik Sulonen is the CEO of VISU GAMING, the largest esports and influencer organization
in Finland. He has been working in this role since 2019, bringing his expertise in economics
to the company's management and growth strategies. As the head of VISU GAMING, Sulo-

nen plays a crucial role in shaping the future of esports and influencing the industry's devel-

opment in Finland and beyond.

Picture 8. Patrik Sulonen with VISU Gaming’s influencers (VISU 2022).

6.3.2 Interview with Patrik

Patrik Sulonen is the 27-year-old CEO of VISU, a Finnish company that operates in the es-
ports industry. In the interview, Patrik shared some insights about his company, the current
state of esports in Finland and globally, the marketing strategies they use, and the keys to
success in this industry. Patrik revealed that he has been playing esports for about four years
now, and while he used to play regularly, he doesn't have as much time for it anymore. How-
ever, he still follows major tournaments and keeps himself updated on the latest trends in the
industry. When asked about the current state of esports in Finland and globally, Patrik admit-
ted that the industry is currently in a downturn. He attributed this to the COVID-19 pandemic,
which saw esports reach new heights of popularity as people were forced to stay home.

Patrik, however, believes that the situation will normalize in a few years.
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Patrik also shared that VISU's operations are divided into three main areas: marketing, con-
tent creation, and a clothing brand. The company has a large office in Helsinki, which serves
as a base of operations for influencers. Interestingly, all production workers in VISU are self-
employed, and the company's operating costs are kept to a minimum, only being incurred as

needed.

Patrik stated that VISU has grown rapidly since its inception, going from having no followers
to becoming the most popular esports company in Finland. He credits their success to having
a wide community, a strong influence, visibility, and the ability to react quickly to changes in
the industry. However, he also admitted that their haphazard expansion has resulted in too

many small events and projects, leading to problems that can quickly become large issues.

In terms of marketing, Patrik highlighted TikTok as the most effective platform, although he
acknowledged that YouTube is still an important tool. When it comes to keys to success in
esports, Patrik emphasized the importance of having a good team, trusting oneself, learning
from mistakes, adapting to changing circumstances, and reacting quickly to them. Overall,
Patrik's insights provide a glimpse into the world of esports and the opportunities and chal-

lenges that companies face in this rapidly growing industry.

6.4 Comparison analysis

Tom and Patrik's answers provide interesting insights into the world of esports and its current
situation. While both individuals have different roles in the industry, their answers shed light
on various aspects of esports, such as its popularity, marketing strategies, and potential for

growth.

In terms of their age and involvement in esports, Tom is relatively young and has been in-
volved in esports for about 4 years as a casual player and a content creator. On the other
hand, Patrik is 27 years old and the CEO of VISU, a company that operates in the esports in-
dustry. While Tom's experience is more focused on the content creation side of esports,
Patrik has a broader perspective on the industry, given his position as the CEO of an esports
company. Regarding the state of esports, both Tom and Patrik agree that the COVID-19 pan-
demic has had a significant impact on the industry. Tom notes that the pandemic has led to

an increase in the number of people playing and watching esports, while Patrik mentions that
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esports experienced a peak during the pandemic but has since declined. They both suggest

that the industry will eventually return to normal, but Patrik believes it may take a few years.

When it comes to marketing strategies, both individuals have different approaches. Tom
mentions that HAVU primarily uses social media platforms, such as Twitch and Twitter, to
promote their players and creators. Patrik, on the other hand, explains that VISU's marketing
strategy is focused on events and imported products for customers but they also make con-
tent on Twitch and are active on Twitter. He also notes that TikTok is the most effective plat-

form for marketing, while YouTube is also becoming increasingly important.

In terms of strengths and weaknesses, Patrik mentions that VISU's strengths lie in its wide
community, strong influence, visibility, and fast growth. However, he also recognizes that the
company's weakness is its tendency to spread itself too thin, resulting in many small issues
that can quickly escalate into significant problems. Tom, on the other hand, focuses on the
importance of teamwork, personal confidence, and the ability to learn from mistakes as keys

to success in esports.

Overall, while Tom and Patrik's roles and experiences in esports differ, their answers provide
valuable insights into the industry. Tom's focus on personal branding and social media mar-

keting highlights the importance of individual players in esports, while Patrik's insights into the
operations of a company like VISU shed light on the broader industry trends and potential for

growth.
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7 SOURCE EVALUTION

In the process of constructing a thesis, the use of valid and reliable sources holds central sig-
nificance. Therefore, this section aims to carefully evaluate the sources used in the con-
ducted research and written work. By critically assessing the sources' quality, relevance, and
trustworthiness, we establish a solid foundation for the thesis. Esports is rather new topic in
the world of business, which makes it difficult to find specific sources that are peer-reviewed
or published by reputable business-related publishers or academic publishers. Luckily
SeAMK has library system which gives students access to newest verified articles, books,

newsletters etc.

The sources were mostly published recently; the oldest source from 2006 is related to history
of esports which is not relevant to be fresh source. Almost all the others were from years
2021-2023, which points that the sources are up to date. Most of the articles and other works

were peer-reviewed which solids the ground under the used sources.

Regarding the experience of the authors of the sources, in this work there were two inter-
viewed individuals who are professionals in their line of work. They have lived and breathed
esports most of their adult life so | would recon these are good or even excellent sources of
information. Some of the written sources’ authors were professors studying their point of view
towards esports and other journalists with reputation or entertainment writers and students
etc. Overall, it seems that there are genuine and reliable sources, but there is also sources
which don’t posses all the same qualities as the best ones. Sources were searched by using
SeAMK FINNA, Google Scholar and Theseus. This means that sources are accurate and re-

searched and can be verified accordingly.
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8 CONCLUSIONS

The esports industry poses significant challenges due to its highly competitive nature. How-
ever, it also offers numerous avenues to achieve success, allowing companies to thrive
through a diverse range of business models. There are many risk factors which need to be
taking in consideration when forming a business plan and model for your company. The in-
dustry faces a lot of changes every now and then, that is why a company must be prepared

to evolve always when necessary and even before.

There are many successful business models created by professionals and veterans in the in-
dustry, but without proper research company could choose the wrong one for themselves and
end up in ruins, but with right team everything is possible and that’s the spirit in esports in-

dustry.

An interview with two individuals in the Finnish esports industry, Tom and Patrik, provides
valuable insights into the current state of the industry. Both of them agree, that the COVID-19
pandemic had a significant impact on the industry, with an increase in the number of people
playing and watching esports. However, Patrik notes that the industry has since declined,
and it may take a few years for it to return to normal. The interviewees provide different per-
spectives on marketing strategies, highlighting personal branding and social media market-
ing, as well as the importance of events and imported products for customers. The interview
results show that there can be completely different business models in the same industry and

still be successful. The research also proves, that there is a rising esports industry in Finland.

The thesis findings provide valuable insights into the esports industry, highlighting its poten-
tial for growth and the challenges that need to be addressed for sustainable development.
Additional investigation is necessary to gain a comprehensive understanding of the influence

of the esports industry on society, governance and regulation.
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Appendix 1. Interview questions

— Your name and age? Who do you work for and your current status in the com-
pany?

— How long have you been working in esports? Do play any games yourself then?

— Why you think esports is a growing field of business? Which part especially?

— Which kind of business model your company has? Is it the best for you?

— Where did your company start and where are you now? Are you satisfied in the
current state?

— Which part of your business provides most income to your company? Why?

— How do you promote your company? What have been most efficient way?

— What are your company’s weaknesses and strengths? Do you have any limita-
tions?

— Which things were the key to your success? Did you encounter difficulties? If yes,
what kind?

— Do you enjoy working in this field of business? What is best about esports?
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