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About this report

Managing application development: The gaming & media perspective is an
Economist Intelligence Unit report, sponsored by Google Cloud. The findings do
not necessarily reflect the views of the sponsor.

The report draws on two main sources for its research and findings:

A survey that includes responses from more than 146 senior executives and
application developers in the media/gaming sector globally. This study is part
of a larger survey that received more than 1,000 responses globally.

Interviews with Andy Burton, senior vice-president, global sports platform,
The Stars Group; and Paul Cutter, chief technology officer, Paddy Power Betfair.

We would like to thank the interviewees and survey respondents for their time and
insights. This report was written by Peter Krass and edited by Becca Lipman.
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Executive summary and key findings

Few industries have felt the effects of digital technologies as profoundly

as gaming and media. Without digital, gaming—now a multi-billion-dollar
industry'—would barely see such growth. Media, meanwhile, has seen its basic
foundations of print, film, TV and radio crumble under the weight of newer
technologies including podcasts, streaming, e-books and mobile tech.

To learn more about the role of application development in the growth of
gaming and media, The Economist Intelligence Unit took an in-depth review
of the industry’s survey results. The following insights were uncovered:

Virtually every gaming/media organisation (99%) has either adopted cloud
technology or plans to do so soon. Current adoption is significantly higher
among gaming/media organisations in the Americas and Europe, the Middle
East and Africa (EMEA) than in Asia-Pacific.

Half of all gaming/media organisations (49%) produce a majority of their
application development internally.

The top strategic objectives for gaming/media organisations are to enter
new markets (45%) and increase revenue with higher pricing (27%). To
implement these growth strategies, nearly all gaming/media respondents
(97%) view application development as important.

Application development at media/gaming organisations is almost always
led by the IT department. The only exceptions are when the CEO has
final authority over which apps are developed (29%) and the allocation of
resources (27%).

Continuous integration (Cl) is used by four in ten gaming/media
organisations (43%), which is significantly higher than any other industry.

Most gaming/media respondents (80%) say that app developers are encouraged
to use open source software—higher than all other industries surveyed.

Gaming/media respondents say the top barriers to application development
are security (38%) and inflexible culture (34%). For cloud adoption, security is
also their top barrier (34%), followed by a lack of IT-business alignment (31%)
and vendor lock-in (30%).

© The Economist Intelligence Unit Limited 2019

Footnotes:

1. Reuters, “Investing in the Soaring Popularity of Gaming”,
June 2018: https://www.reuters.com/sponsored/article/
popularity-of-gaming?utm_source=reddit.com
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CHAPTERT:
Levelling up

At traditional media organisations, managers can be excused for feeling as
though they’re sitting atop a volcano. Digital transformations have shaken
music, publishing, TV, radio and the movies. The means by which their
customers consume, pay for and share media have undergone several rounds
of rapid transition. Advertising and marketing have been similarly disrupted.
While several new business models have been proposed, industry sentiment
is far from reaching a consensus. It's no exaggeration to say that no part of the
industry has been left untouched.

Just look at WarnerMedia, recently acquired by telecom provider AT&T. Five
years ago its media brands, including HBO and Turner, seemed untouchable.
But in the ensuring years, Amazon, Netflix and others have turned up the heat.
Now AT&T’s CEQ intends to stay competitive by creating a direct-to-consumer
streaming service, one that will require Warner’s formerly autonomous brands
to co-ordinate closely.

And the speedy growth of gaming is hard to overstate. Two-thirds (66%) of all
Americans over the age of 13 now play digital games, up from 58% five years ago.
In the US, in just the first half of 2018, US$19.5bn was spent on gaming, a year-
on-year increase of 40%.2 By 2018 a single gaming retailer, GameStop, which was
founded in 1996, had expanded to 7,200 stores in 14 countries, totalling 53,000
employees, although plans to close stores have since emerged.*®

To stay competitive, players are working and spending tirelessly to stay on
top of the digital curve, and often trying to get ahead of it. So it came as little
surprise that our survey finds that gaming/media organisations have invested
heavily both emotionally and financially in the agility of cloud technology and
the power of applications.

Nearly every gaming/media organisation (99%) either uses some form of cloud
technology now or plans to do so soon. More specifically, over two-thirds of
gaming/media respondents (69%) have adopted some degree of cloud-based
applications and/or computing infrastructure via the cloud, and virtually the

rest of the remainder (30%) plan to adopt it in the near future. These survey
findings match a 2018 report by market watcher IDC, which finds that media and
entertainment companies are among the highest adopters of industry clouds.®

Cloud power helps The Stars Group, an online and mobile gaming company
based in Toronto, to deal with high customer demand. “Elastic computing

is ideal for online betting and gaming, where we have major spikes in traffic
around sporting events, for example, before and during Premier League
football matches,” says Andy Burton, the company’s senior vice-president for
the global sports platform. “We auto-scale the infrastructure to meet customer
demand, rather than having infrastructure in data centres under-utilised for the
majority of the time”

© The Economist Intelligence Unit Limited 2019

While several new
business models have

been proposed, industry
sentiment is far from
reaching a consensus.

It's no exaggeration to say
that no part of the industry
has been left untouched.

Footnotes:

2. Nielsen, 2018 U.S. Games 360": https://www.nielsen.
com/us/en/insights/reports/2018/us-games-360-
report-2018.html

3. NPD Group, “Games Market Dynamics: U.S”": https:/
www.npd.com/wps/portal/npd/us/news/press-
releases/2018/npd-group-total-industry-consumer-
spending-on-video-games-in-us--increases-40-percent-
to-19-5-billion-for-first-half-2018/

4. GameStop company reports:
http://news.gamestop.com/home

5. Market Watch, “GameStop says it's no longer for sale,
stock promptly plummets’, https://www.marketwatch.
com/story/gamestop-says-its-no-longer-for-sale-stock-
promptly-plummets-2019-01-29

6. IDC, “Industry Cloud Adoption by Industry
Vertical’, June 2018: https://www.idc.com/getdoc.
jsp?containerld=US43887218
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Furthermore, nearly all (97%) of the gaming/media industry consider
application development important to their growth strategies. When asked
about their companies’ specific objectives, gaming/media respondents cited
acquiring new customers (58%), entering new markets (45%) and increasing
revenue from current customers (42%).

Digging deeper into the industry’s emphasis on applications as an important

factor for achieving growth strategy goals, there were some notable regional

differences: nearly all respondents in both the Americas and EMEA (99% and

100%, respectively) agree that app development is important, compared with
only 88% in Asia-Pacific.

© The Economist Intelligence Unit Limited 2019

Nearly all (97%) of the
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their growth strategies.



Managing application development: The gaming & media perspective

CHAPTER 2:
Team players, advanced tools

Nearly half of gaming/media organisations (49%) develop a majority of their
apps internally, while nearly a third (30%) do so externally, with contractors,
consultants, freelancers and others. One in five (21%) split external and internal
development evenly. By region, the one exception is EMEA; there, about half
the respondents (48%) develop most of their application work externally.

At Paddy Power Betfair, an international sports betting and gaming operator
based in Dublin, developers not only create applications internally, but also
support them. “With our model, it's a much more long-lived process,” explains
the company’s chief technology officer, Paul Cutter. “Once the development
team has released a product or feature, they are then responsible for
supporting that. If something is not working well, they have to understand
why—and then take steps to address it.”

With regard to how application developers build and support apps, the
survey finds that gaming and media companies buck the trend on advanced
development approaches.

To set the stage, Agile is the most popular advanced development approach
across all industries, used by nearly half (45%) of respondents, followed closely
by DevOps (39%) and Cl (31%).

However, within the media/gaming industry, that order is flipped on its head:
Clis the top approach (43%), followed by DevOps (41%) and Agile (33%). CI
adoption is even higher among gaming/media firms in the Americas (58%).

As the name implies, Cl allows developers to continuously implement small
changes to code in ways that are consistent and automated. In this way, Cl can
improve not only the ability of app-development teams to make frequent code
changes, but also their ease of collaboration and the quality of their software.
These are all important factors for gaming/media organisations.

Figure1
Continuous integration, DevOps in favour

Adoption rates of advanced development methodologies
(% of respondents)

[l Gaming/Media
All industries

0,
Continuous integration
0,
DevOps
0,
Agie

Note: Multiple responses were permitted
Source: Economist Intelligence Unit "Managing Application Development”survey, 2017
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Agile is the favoured approach at The Stars Group. To organise more than 1,000
tech professionals worldwide, Mr Burton favours small, co-located cross-
functional teams that take ownership of developing and running a product

or service. “We build software products this way to make sure we're building
features that customers find valuable,” he explains. “We're always tweaking our
methods to see how we can improve our effectiveness and efficiency.”

Open source software is another popular approach for gaming and media
organisations. It's used by 80% of gaming/media respondents, higher than
either the all-industry average (72%) or any other single industry. Some of this
is no doubt due to the widespread use of game engines. These open-source
tools help game designers code and plan games quickly and with relative
ease. Developers can also use open-source software to build games that are
themselves open-source.

Figure 2 Open-source tools help

game designers code and
plan games quickly and
with relative ease.

How open?
Open-source adoption rate by industry
(% of respondents)

Gaming/Media Developers can also use
) open-source software to
Manufacturing .
build games that are
Financial services themselves open-source.
Allindustries

Source: Economist Intelligence Unit “Managing Application Development”survey, 2017

The boss

The IT department almost always leads app development at media and
gaming organisations. That includes proposing strategies (51%), managing
development (100%), allocating resources (64%) and final authority over
what apps are built (83%). Outside IT, the CEO sometimes shares final
authority (29%) and allocates resources (27%). CEOs and product managers
also sometimes work with app developers to propose strategies (22%).

© The Economist Intelligence Unit Limited 2019



Managing application development: The gaming & media perspective

CHAPTER 3:
Challenge mode

Security remains a serious concern for gaming and media organisations. It’s their
top barrier to both app development (49%) and cloud adoption (34%). In this
respect, gaming and media organisations are no different from those in other
industries, all of which rank security as their most serious barrier to both cloud
adoption and application development.

Viewed from another angle, security can also be a feature. “l wouldn't call security
a barrier,” says Mr Cutter of Betfair. “It's actually an essential part of the customer
experience. It may be slightly hidden. But for our customers, knowing that we're
protecting their data appropriately is as important as our product features”

Where gaming and media organisations differ from other industries is in their
second and third most common barriers to cloud adoption, namely, a lack of
IT-business strategy alignment (31%) and vendor lock-in (30%). By contrast, most
other industries surveyed cited inflexible cultures and lack of funding as their
second biggest barriers.

There is some regional difference. Among gaming and media organisations, the
lack of IT-business strategy alignment is a much bigger barrier to cloud adoption
in Asia-Pacific (60%) than it is in either the Americas (24%) or EMEA (26%).

No matter their technology approach, gaming and media organisations can

be expected to stay focused on the customer. Customer satisfaction is a key
performance indicator for more than half of respondents (54%) and, as stated
above, their top growth strategies include attracting new customers and gaining
new revenue from current customers. These organisations may build their
businesses on fictional worlds and flights of fancy, but their need to keep the
customer satisfied remains a stubborn reality.

Figure 3
Obstacles ahead

What are your organisation’s biggest barriers to adopting cloud?
(% of respondents)

[l Gaming/Media
Allindustries

34%

Security

Lack of alignment between IT
and organisation’s strategy

Inflexible culture

Vendor contract lock-in

Note: Multiple responses were permitted
Source: Economist Intelligence Unit "Managing Application Development”survey, 2017
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The way ahead

The media and gaming industries, although often grouped together, are actually
heading in two dramatically different trajectories. At its simplest, while gaming
is growing, the media has become an industry in search of a new business
model. What they share are several areas where both will continue to focus their
application development practices:

Hiring and retention: talented developers are hard to find and expensive to

hire. Media companies will probably need to raise compensation for their top
developers, as these employees can easily move to new jobs for higher pay.

Even well-paying gaming organisations pay attention to industry norms for
compensation to make sure they’re competitive. Training, which can be both
expensive and time-consuming, is nonetheless another important tactic for media
and gaming organisations looking to attract and retain developers.

Security and privacy: recent, well-publicised data breaches have consumers
wary about their data. Gaming and media organisations will be among those
that need to continually strengthen cyber-security measures, and continually
assure customers that their personal data are being adequately protected. And
because breaches are often a matter of when, not if, these organisations also
need to develop rapid-response plans for cutting off attacks when they occur,
restoring data and systems, and informing customers.

Agile: this development approach has gained favour among many IT
professionals at media and gaming organisations. Early experiments are
turning into full-blown implementations. Agile’s once-obscure terminology—
sprints, scrums, tribes, minimum viable products (MVPs) and the like—has
entered the everyday speech of business.

© The Economist Intelligence Unit Limited 2019
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