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[bookmark: _Toc71635915][bookmark: _Toc71634569]Abstract 
Nowadays, China has become the world's number one electronic game market. E-sports as in the background of policy boost and commercial capital competing to enter, China's e-sports are gradually developing in the direction of sports, nationalization, alliance and pan-entertainment. Based on the history of China's eSports industry and its industry chain, this paper analyzes the business model of China's eSports industry by taking eSports games and eSports events as the two main perspectives and selecting three elements: customer value proposition, core resources and profit model. The value creation of eSports is through various types of esports games; the value delivery is through e-sports games when consumers are players, and esports events when consumers are audiences. The value is captured in different delivery modes, such as in-game advertising, value-added services purchase in the eSports games when consumers are players, and sponsorship, ticket sales, live broadcast in the eSports events. 
In addition, this paper predicts the development trend of the eSports industry, points out the problems of its business model, and puts forward suggestions for improvement. This paper points out the problems related to the business model of China's eSports industry and puts forward targeted. First, China's eSports industry lacks original eSports games and is weak in the core content of the industry; second, although there are many eSports events, they have not created a well-known event brand. In response to these problems, this paper puts forward the following suggestions: first, e-sports games should focus on content development, deep excavation of China's traditional culture, and cultivation of unique core competitiveness; third, e-sports games and e-sports events as the core to create a pan-entertainment e-sports ecosystem and enrich the profit model. 
Keywords: eSports; eSports games; eSports tournaments; business model
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[bookmark: _Toc71634570][bookmark: _Toc71635916]Chapter 1. Introduction
1.1 [bookmark: _Toc71634571][bookmark: _Toc71635917]Background introduction
The emergence of the eSports concept marketed the expansion of the scope of the competitive sports from the physical realm to the virtual realm. The concept of eSports in a broad sense is considered to be a sport of intellectual rivalry between people using high-tech hardware and software devices as sports equipment (Summerley, 2020). Unlike traditional sports, in eSports, "electronics" is the medium and platform of competition, and the information technology is the core, and the environment created by the combination of hardware and software is used for confrontation (Goldkuhl, 2012). Therefore, eSports has unique advantages in terms of communication, popularity and socialization.
The emergence of eSports can be traced back to the mid-1990s, when western countries took the lead in launching the eSports industry, and after years of development, the industry gradually spread and promoted globally. While the eSports movement was still in its infancy, the world's three major eSports events, represented by the World eSports Championship, the eSports Professional League and the eSports World Cup, emerged one after another and to a certain extent promoted the development of the eSports industry (Deloitte, 2019). In recent years, the surge in revenue from media broadcasting rights and advertising, as well as sponsorship, has made the revenue reported by the global eSports industry grow year by year. According to Statista (2020) (fee Figure 1), the revenue of eSports industry in 2018 was $957.5 million, and the revenue of global eSports industry in 2021 will exceed $1 billion; the revenue of global eSports will reach about $1.8 billion in 2024. The number of global eSports viewers grew year by year from 2018 to 2024, and the number of global eSports viewers reached 397.8 million in 2018, including 222 million casual viewers and 173 million eSports enthusiasts; it is expected that by 2024, the number of global eSports viewers will reach 577.2 million, including 253 million casual viewers (Statista, 2020)(see Figure 2). 
[image: ]
[bookmark: _Toc71636275][bookmark: _Toc71636254]Figure 1-1. eSports market revenue worldwide (in million US dollars)
Source: (Statista, 2020)
[image: ]
[bookmark: _Toc71636255][bookmark: _Toc71636276]Figure 1-2. eSports audience size worldwide (in millions)
Source: (Statista, 2020)s
The World eSports Championships officially entered the Chinese market in 2001, and in 2003, the State General Administration of Sports (SGS) classified eSports as the 99th sport in China, based on the many types of sports played in China (Lin and Zhao, 2020). Despite the difficulties, in 2011, the State General Administration of Sports reorganized the existing sports programs in China and integrated eSports as the 78th official sport in China. With the full support of the State General Administration of Sports, various professional and non-professional tournaments have emerged nationwide and are favored by the majority of young people, thus taking the development of eSports to new heights. The National Development and Reform Commission, the Ministry of Education and the Ministry of Industry and Information Technology and other relevant departments put forward the "action plan on promoting consumption-led transformation audit" in April 2016, and pointed out that, in addition to the protection of intellectual property (IP) rights should be focused on, do a good job of guiding the concept of youth consumption, should also give full play to the leading role of enterprises, regular or irregular national or international eSports game tournaments, and strengthen organizational coordination and supervision work (Yu, 2018). On this basis, the education department also added "eSports and management" professional, invariably to promote the identity of eSports games legalization and popularization (Yang, Huang and Zhang, 2014). According to the survey, after the implementation of the program, the total number of eSports users in China reached 124 million in 2016, and its market share reached 50.4 billion RMB, an increase of 123% compared to 2014. By the end of 2018, China's eSports industry reached RMB 90 billion in the market, with a growth rate of 59.4% compared to the same period of the previous year, and the overall user size of the eSports market grew to 260 million people, an increase of 104.9% (CGTN, 2019). The growth is expected to continue in the future due to factors such as the integration of mainstream networks into the eSports industry, the adoption of new technological advances in the eSports industry, etc.(Chung et al., 2019). The market share of the Chinese eSports market is around 19%, and north America is the biggest market with a share of 38% (Statista, 2020)(see Figure 3). According to the latest data from China Briefing (2019), in 2021 the global esports revenue will hit $1.1 billion, and China will surpass North American to the largest the most commercially valuable eSports market accounting for nearly 35% of revenue. 
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[bookmark: _Toc71636277][bookmark: _Toc71636256]Figure 1-3. eSports market share (in percentage)
Source: (Statista, 2020)
The industrialization, and professionalization of China's eSports are the inevitable result of the development of eSports. Regardless of the development of eSports at that stage, there are problems that exist in it. The industrialization and professional development of eSports are closely related to the development of the national economy. At this stage, the eSports industry in China has the problem of the lack of the development of the industrial chain, the unsoundness of various management, the unclear cultivation model of eSports talents (China Briefing, 2019). When checking the relevant literature about eSports, it is found that the literature research on eSports in China mainly focuses on the definition, attributes, influence and trends of industrial development, and lack of literature on the research of business model and problems of business model of eSports industry. However, the business model is the foundations to every business, the investigation into the business model of the eSports industry can lead us to gain a more comprehensive understanding of the eSports industry in China and discover the buildings blocks in the business that can be further improved to the future sustainable development. 
1.2 [bookmark: _Toc71634572][bookmark: _Toc71635918]Research significance 
Although eSports industry in china has been developed for almost ten years, there have bene many serious problems impeding its future development.  China's eSports industry is developing rapidly, but the relevant theoretical research, social evaluation and government supervision are still in the primary stage of industry development. To guide the healthy development of the eSports industry and to promote its strengths while avoiding its weaknesses, it needs to be understood, supported, and guided by social opinion and academic theories. Additionally, the development of eSports in China today compared to South Korea and some European eSports powerhouses there is still a big gap, eSports game innovation research and development, eSports industry chain of excavation, eSports reserve talent training mode, eSports regulatory system, eSports core culture construction (Yang, Huang and Zhang, 2014).  This paper provides some valuable suggestions and countermeasures for the future development of eSports through the analysis of previous research, so that China's eSports will develop in the direction of the trend of specialization, professionalization and industrialization.
1.3 [bookmark: _Toc71635919][bookmark: _Toc71634573]Research question and research aim 
Given the rapid development of eSports industry in China, as well as the huge research gap in the study, if would of great significance for us to investigate the question that what is the internet business model of eSports industry, and how we can improve the development of it. Therefore, the research question that guides the present dissertation will be settled as:
What is the business model behind the eSports industry in China, and how can it be improved? 
The overarching aim indicated by the research question can be decomposed into the following detailed objectives. 
· To conceptualize the eSports 
· To conceptualize the business model theories 
· To investigate the business model of eSports industry in China 
· To promote some actionable recommendations for eSports practitioners to improve the development of the industry. 
1.4 [bookmark: _Toc71635920][bookmark: _Toc71634574]Dissertation structure 
Chapter one, which has been presented above, set the basic tones for the present dissertation. the research significance, research question, research aim, and objectives has been illustrated a long with the considerations on the research context and scope. 
Chapter two presents the explanation of the relevant concepts involved in the present research, as well as the relevant theoretical framework – business model at the basis of the research. 
Chapter three provides an extensive description of how the research has been performed, which detailed consideration on the philosophical stance, research design, data collection, etc. 
Chapter four affords the detailed analysis of the data collected from the secondary sources. in this chapter, empirical facts will be related to the theoretical framework presented in the chapter two. 
Chapter five provides an overall conclusion to answer the research question, and also some practical recommendations for the eSports industry in China. 




[bookmark: _Toc71634575][bookmark: _Toc71635921]Chapter 2. Literature review 
[bookmark: _Toc71634576][bookmark: _Toc71635922]2.1 Introduction 
The purpose of this chapter is to deliver a comprehensive and critical review on the current academic literature on the conceptualization of eSports and business models, with particular focus on the eSports business models. The chapter will help with the completion of the first and second objectives of the present study. 
The review below is based on the academic sources fetched through Google Scholar and the school library, key search inputs included: ‘eSports’, ‘e-games’, ‘business model’, etc. 
[bookmark: _Toc71635923][bookmark: _Toc71634577]2.2 Defining eSports 
[bookmark: _Toc71635924][bookmark: _Toc71634578]2.2.1 The definition of esports 
The study of the concept of eSports involves various theoretical issues, but these should not be empty and abstract, but can provide different paths to take to realize the knowability and cognition of the concept of eSports. Although there are various perceptions and understandings of the concept of eSports, and no unified and universally acceptable views have been formed, a careful review of the sources and veins of different claims can be found in the following aspects.
On the one hand, the eSports can be defined through its forms. eSports was defined as through using the information technology as the basis, the software and hardware devices and equipment as medium, competing in the virtual environment under the rules of sports competition (Hallmann and Giel, 2018; Reitman et al., 2020). On the basis of affirmation and recognition, it is pointed out that eSports as a sport, like other sports carried out, can exercise and improve the participants' thinking ability, reaction ability, coordination ability, willpower and team spirit, and the ability to adapt to the modern information technology, and promote the overall development and enhancement of human (Lee and Schoenstedt, 2011). Another school of thoughts think e-Sports can be defined through its origins. E-sports can be interchangeable used as e-games in this regard. From the perspective of the historical inheritance, continuity and development of eSports games, it is proposed that eSports games have their roots in electronic games, and it is believed that eSports were born together with electronic games at the beginning of their creation (Reitman et al., 2020). In the nineties, the Russian chess world champion Kapaslov and the computer "deep blue" between the two chess "man-machine war", is considered by many people to be the pioneer of eSports (Seo, 2016). Although in today's perception, purely human-machine games no longer belong to the category of eSports, but the "human versus human" in eSports is the development and advancement based on this kind of electronic games (Jenny et al., 2017). Some scholars believe that eSports is driven by commercial interests, and that it only "partially adopts the rules of sports, and also has a tendency to professionalize and complicate itself, but this is not a sufficient reason for it to be classified as sports", and call for eSports to return to the essence of games (Kane and Spradley, 2017; Jenny et al., 2018).
[bookmark: _Toc71634579][bookmark: _Toc71635925]2.2.2 Features of eSports
Besides the definition, some scholars try to identify the distinct features of eSports. E-sports has the characteristics of culture. On the one hand, most eSports games are designed based on storytelling logic, which inspired by the essential historical events, myths and legends, folk tales, science fictions and other cultural themes as the exposition of game backgrounds (Lokhman, Karashchuk and Kornilova, 2018). The "scenario reproduction" allows people participating in eSports to have a more intuitive cultural experience. At the same time, eSports have the characteristics of virtualness. From the technical point of view, all kinds of things in eSports are just the prototype of real society, with computers and other electronic devices as the window, adding many elements that are difficult to reach in real life or far beyond reality, and even the vision and imagination of the unknown world or future society (Lokhman, Karashchuk and Kornilova, 2018). It is these virtual and rich elements that make eSports "playable" and bring a different kind of realistic entertainment. In addition, eSports has the characteristics of competition. The rise of eSports is closely related to the tendency of professionalization of games. eSports contains two major elements: electronics and competition, and competitiveness is an important sign that distinguishes eSports games from other types of games. The competitive nature of eSports also lies in a set of compulsory competition rules, for the content of the game, the way the game, the game time, the number of participants, the number of winners and losers, etc. have made clear provisions, all involved in the personnel must strictly comply (Weiss and Schiele, 2013). In such a competitive environment, eSports exhibit the inherent qualities of fairness, impartiality and openness.
At the same time, some scholar emphasizes the differences between the sport and e-sport. Sport is an activity that aims to continuously pursue and explore the limits of people (individuals or groups) in physical, mental and intellectual strength (Lee and Schoenstedt, 2011). E-Sports, as a new competitive sport, not only contains the traditional connotations of quantitative, continuous, repetitive and precise sports in general, but also adds new information technology and other media in its outreach, which has both similarities and certain differences with traditional competitive sports (Kane and Spradley, 2017).
In summary, there is a so-called "school of thought" regarding the definition of the concept of eSports, that is, in the face of a new thing, scholars in different disciplines are accustomed to present their basic understanding and opinions about the concept, composition, form, operation and other aspects of eSports from the research paradigm they are familiar with and follow, which can certainly w reflect There are some logical interconnections. As an entity, eSports has existed for forty years, and as its own system becomes larger and more complex, the traditional analytical perspective of a single field is obviously no longer able to adapt to the rapidly changing development of eSports practice. A comprehensive and transformative academic context on eSports has become a practical necessity.
[bookmark: _Toc71634580][bookmark: _Toc71635926]2.3 Defining business model 
[bookmark: _Toc71634581][bookmark: _Toc71635927]2.3.1 Definitions of business model 
Profit is the basis for the survival and development of an enterprise. Therefore, some scholars have studied business models from the perspective of how enterprises earn profits and believe that business models have a high degree of consistency in connotation with the profitability model of enterprises, and they point out that business models are ultimately a description and summary of how enterprises make profits in the process of business management from a general perspective (DaSilva and Trkman, 2014). Massa, Tucci and Afuah (2017) argue that a business model is a way to create more value than competitors in the same industry or related industries through a sound business policy and development strategy, and thus gain more profit in the competitive market. Al-Debei and Avison, (2010) argue that the essence of a business model lies in the value creation, value delivery and value capture through developing a specific management structure and arranging a specific network of value chain.  Another wave of scholars defines business models based on value creation. Scholars who hold this view emphasize that a business model is the way a company conducts business by dispatching internal and external resources to create value and thus generate revenue to sustain its operations (Stubbs and Cocklin, 2008; Chesbrough, 2010; George and Bock, 2011). Value creation can be further subdivided into general value creation, technology and value creation, and transaction and value creation (Sanchez and Ricart, 2010). Beattie and Smith (2013) considers a business model as the core logic and structure of a firm's value creation and defines it as a system of value creation and profit capture consisting of a firm's market positioning, target customer selection, operations, and profitability in a given field of operation. Zott and Amit, (2010) argue that the core of the business model is the design of internal processes and architecture, which describes a structure that enables the company to create value. Meanwhile, there is another group of scholars who define business models based on a systems perspective. Under this perspective, scholars generally consider a business model as a complex system, which usually consists of one or more interrelated elements. From the perspective of natural science, Priem, Wenzel and Koch (2018) proposes to subdivide the business environment (internal environment and external environment) of a company, and then introduce the interaction between each subdivision (platform interface, customer interface, partner interface, top plate interface and internal structure) and each subdivision, so that business model research has scientific research significance similar to nanomaterials research. According to Demil and Lecocq (2010) a business model is a collection of strategic innovations and institutional arrangements that integrate the organization itself and its stakeholders to obtain excessive profits under clear internal and external conditions, and the analysis of business models should start from the level of systemic analysis and analyze how a company conducts its business based on a holistic explanation.
[bookmark: _Toc71635928][bookmark: _Toc71634582]2.3.2 Classic Business models 
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Figure 2-1. Busienss model
Source: (Aversa et al., 2015)
Besides the efforts of trying to afford an precise definition for the business model, scholars also attempt to develop generally accepted business model that can be used across industries. Osterwalder and Pigneur (2010)proposed a nine-factor analysis model, which uses nine factors to analyze the business model, including: core competencies, value configuration, value proposition, distribution channels, target customers, partnerships, customer relationships, cost structure, and revenue structure. The nine building blocks of business model enables business across industries to clarify their segment, allocate resources, and arrange channels, and design the optimal value proposition. However, the 9-element model is criticized for its specific bare applicability in service-dominant businesses, and the emerging new forms of businesses in recent years (DaSilva and Trkman, 2014; Cosenz and Noto, 2018).  Aversa et al. (2015) and George and Bock (2011), based on previous business models proposed by different scholars, syntheses and business model that include three building blocks, including value creation, value delivery and value capture, and the model could be relevant to all businesses. Value creation refers to how a company identifies its target customers and provides the products and services they need to the target customers. Value deliveries refer to how business allocate resources to distribute services. These resources allow the business to realize its value proposition and perform value creation, which leads to value capture. Value capture is the way in which a business derives financial benefits from its customer base.
Regarding the study of business model in esports, the review of literature indicates there are very limited study sheds light on the specific industry from the business model perspectives. Although there are emerging studies appraising eSports in its novelty in business models, ecosystems and the networks of actors, discussions are generally remaining at the surface level without in-depth knowledge or a specific aspect of business model, not to mention using a specific business model framework as a systematically theoretical lens to investigate the industry (Scholz, Scholz and Barlow, 2019). For instance, Scholz (2021) studied the business model networks of esports by shedding light on the issues of self-regulation and lack of traditional business intervention. Reitman et al. (2020) delivers a review on the different revenue generating models leveraged by the e-sports industry. Another reason for the limited research is that the eSports industry is a highly complex, dynamic industry that is still under the continuous evolution in China, most studies on the eSports industry are centred on the developed markets such as US and South Korea (Ji and Hanna, 2020). 
Integrating the advantages and disadvantages of several business model definitions and frameworks mentioned above, and provided the length of the present dissertation, and the applicability of the study contributed by Aversa et al. (2015), this paper intends to select three elements value creation, value delivery, and value capture to analyse the business model of eSports industry based on the principles of practicality, feasibility and high generality. 
[bookmark: _Toc71635929][bookmark: _Toc71634583]2.4 Summary of literature review
The review on the relevant literature indicates there has not yet consistent definitions on the concept of eSports and business model, the present study sticks to the definition that is universally accepted in the academic. Also, the review on the study indicates so far there has not studies investigate the eSports industry from the perspective of business model framework, and most existing literatures talk about the business model issues at the surface level or just focus on a particular aspect of business model, not to mention studies that use China as a specific context. The evident research gap can be, therefore, be narrowed through using the three general elements of business model, value creation, value delivery and value capture, with high applicability to all business to analyze what is the business model of eSports industry in China, and how the business model can be effectively improved.





[bookmark: _Toc71634584][bookmark: _Toc71635930]Chapter 3 Research methodology 
[bookmark: _Toc71635931][bookmark: _Toc71634585]3.1 Introduction 
The chapter presents the research methodology adopted in this dissertation with the aim to best answer the research question. The underlying logic to unfold the chapter is the research onion developed by Saunders, Lewis and Thornhill (2009). Each layer of the onion is elaborated in a detailed manner in the following. 
[image: Research.Onion.(Saunders et al.,.2016) | Download Scientific Diagram]
Figure 3-1. Research onion
Source：(Saunders, Lewis and Thornhill, 2009)
3.2 [bookmark: _Toc71634586][bookmark: _Toc71635932]Research philosophy
The very starting point of a social science research is to adopt an appropriate philosophy stance. It is nature that researchers take different views of the reality, which in turn affects the manner that the perceive and develop empirical knowledge (Saunders, Lewis and Thornhill, 2009). It is, therefore, of great importance to define which ontological reflection the present dissertation builds on, as it renders a significant impact on the design of the following methodology. 
The specific research philosophy the author adopted here is the interpretivism. Interpretivism has been described as the particular stance that aims to “create novel, richer understandings and interpretations of social worlds and contexts through integrating the researcher’s interests into the study” (Saunders, Lewis and Thornhill, 2009). Especially in the social science research, researchers play the role of interpreting the reality, the assumption derived from interpretivism made it more applicable in social studies rather than nature studies (Hughes and Sharrock, 2016). More detailed, the interpretivists hold the idea that the reality is socially constructed and access the reality through close understanding.  Admitting the individuals in the reality is intricate and complex, interpretivism adapts a relativist ontology indicating the fact that there are variations in the knowledge if different time horizon or context were investigated (Goldkuhl, 2012). Therefore, the interpretivism is subjective in nature rather than being objective that can be determined by a process of testing or measurement. The researchers who take the interpretivism perspective generally tend to obtain a richer and deeper understanding of a social phenomenon, and as well as its complexity in the particular context (Bevir and Rhodes, 2012).  Since the overarching aim of the present dissertation is to generate an in-depth understanding on the Chine eSports industry, Interpretivism seems appropriate at there is no objective truth about the development of the eSports industry. 
3.3 [bookmark: _Toc71635933][bookmark: _Toc71634587]Research approach 
Indicated by research onion, there are two generally accepted research approaches, respectively the deductive approach and inductive approach. Inductive approach alludes the reasoning as a logical process, starting from specific phenomenon observed to the general principles established (Saunders, Lewis and Thornhill, 2009). In the process of inductive reasoning, multiple propositions will afford strong evidence for the truth of conclusion. Therefore, the inductive approach is described as a hill climbing or down-to-top approach (Burney, 2008). In the contrast, deductive reasoning draws the specific inferences from general statement or hypothesis (Saunders, Lewis and Thornhill, 2009). Therefore, it is a process of establishing relationship between the generalize statement and conclusion. Basically, if the rules of deduction are applied, when all hypotheses are true, the researchers can gain an absolute and general prediction of the results. The deductive reasoning is perceived as a waterfall or top-to-down approach (Burney, 2008). 
[image: Topic 3 Philosophy and Theory in Science and Research - Tse Hiu Ping]
Figure 3-2. Research approach comparisons
Source: (Burney, 2008)
As indicated in the literature review part, the present dissertation is not supported by any generalizable theoretical framework, and it does not aim to confirm any theories on the eSports industry. Rather, the underlying objective of the dissertation is to derive some theories through observations in the eSports industry. Hence, the present research will be a process moved from specific phenomenon to some general understandings. As the present research seeks to uncover the status-quo and future development possibilities of eSports industry, the exploratory nature of it suits the inductive approach well.  
3.4 [bookmark: _Toc71635934][bookmark: _Toc71634588]Methodological choice
Indicated by the research onion, there are two typical methodological choices can be leveraged to answer the research question, including the qualitative one, and quantitative one. Quantitative choice always follows a positivist stance, and it leverages statistical approaches to test and confirm social phenomena (Saunders, Lewis and Thornhill, 2009). At the same time, quantitative researchers use a value-neutral attitude to achieve objectivity in their investigating of social phenomena.  To the opposite, the qualitative choices does not involve any statistics or numbers, nor does used structured survey methods to acquire primary information (Saunders, Lewis and Thornhill, 2009). The common approach used by qualitative researchers is to cross analyse the multi-faceted data collected from multiple channels to ensure the validity and reliability of the research (Silverman, 2020). Typical resources to collect qualitative data include interview, focus group, and secondary qualitative data from existing resources. Based on these qualitative data, the social science researcher can induce the answers to their predetermined research questions by filtering, organizing and coding those data (Silverman, 2020). The determination of taking interpretivism stance and inductive approach imply the qualitative one as proper choice to seek answers. 
3.5 [bookmark: _Toc71635935][bookmark: _Toc71634589]Research strategies 
Among the various methodology frequently used in social science research, including case study, survey, enography, grounded theory, archival study, etc., the present research is based on the grounded theory.  Grounded theory was originally developed by Strauss and Corbin (1997) in the 1960s, and in the 1970s became one of the mainstream research methods. Grounded theory attempts to seek theoretical proposals from existing data to explain the social phenomenon in question. Strauss and Corbin (1997) believes that sociological research should be placed on a theoretical basis instead of testing existing theories. They argue that there is not much room for knowledge development until theories and data fit together. Strauss and Corbin (1997) defined grounded theory as "fitting with the researched situation, working in a real situation, and fit means that its categories must be easily studied; according to the data; practical means that the relevant behaviour under the research topic must be explained meaningfully. Decades later, Oktay (2012) argued that “grounded theory is derived from the research situation, so it is the previous systematic data collection and analysis of a certain situation before a specific phenomenon is tested or confirmed. It does not start from theory and then proves it but finds relevant clues from the research situation and then allows it to appear naturally. Given our research is qualitative and inductive in nature, the grounded theory allows to obtain the latest insights from existing publications. The important concept of grounded theory is that it does not start from the theory but constructs meaningful connotations from the collected data, and then the theory emerges from the data (Morse et al., 2016). Grounded theory research methods can be used in some areas that have not been studied or in specific ethnic groups or regions that have not yet been thoroughly explored for a certain topic (Strauss and Corbin, 1997).
3.6 [bookmark: _Toc71635936][bookmark: _Toc71634590]Reliability and validity 
According to (Saunders, Lewis and Thornhill (2009), the quality of research will be determined on the validity and reliability of the methodology. One the one hand, the reliability refers to the consistency and replicability of the research method, and can be classified into the internal reliability and external reliability (Saunders, Lewis and Thornhill, 2009). Furthermore, internal reliability concerns with the consistency in the data collection process. Possible erodes to the internal reliability is the errors and biases. As the dissertation starts from the interpretivism, certain level of subjectivity in interpretation will be involved. However, potential biases are eliminated through triangulation by collecting and verifying data from multiple trustworthy resources, such as peer-reviewed publications, etc. External reliability refers to whether the replication of the present research would generate the same results (Saunders, Lewis and Thornhill, 2009). It is expected that the objective collection and analysis of the extensive secondary data should result in similar results, regardless of who perform the research. 
Validity refers to the extent of the appropriateness the present method answers what it is intended to answer (Saunders, Lewis and Thornhill, 2009). The eSports industry is just an emerging industry that barely covered in social science research. Hence, very limited theories can be leveraged to test or confirm the phenomenon. There, the qualitative method using grounded theory strategy is proper to answer the research question. With the aforementioned discussions, the validity and reliability of the present dissertation is ensured. 
3.7 [bookmark: _Toc71634591][bookmark: _Toc71635937]Summary of research methodology  
In order to complete other objectives set in the chapter one, the chapter selects a suitable research approach to explore the business models of eSports industry in China. Specifically, the chapter identified the particular philosophical stances adopted by the author. Determined by the research philosophy, the present research use the qualitive approach and based on the grounded strategy. The following chapter presents how the data is collected, analyzed and interpreted. 


[bookmark: _Toc71635938][bookmark: _Toc71634592]Chapter 4. Data analysis 
[bookmark: _Toc71635939][bookmark: _Toc71634593]4.1 Introduction
The chapter aims to achieve the objective that ‘to investigate the business model of eSports industry in China’. Therefore, the chapter will present and the analyze the data collected. The present dissertation will be based on the collection of secondary data. The major sources of data will include the latest academic journal academic articles and books concerning eSports industry, the governmental publications about the e-sport industry, the survey reports of relevant research and consulting institutions, the media releases, market analysis report of eSports industry, and some annual reports of eSports businesses. Some data will be accessed using the University Library, and other public available resources will be accessed online. The data analysis of secondary data is always carried out simultaneously when the secondary data were collected, and this is one of the features of grounded theoretical research. The typical data analysis based on grounded theory involves three gradual and iterative phases, including open coding, axial coding and selective coding. Although these three levels are listed in sequence, but in the real data analysis process, they do not show a linear relationship (Krathwohl, 2009). In most qualitative research, the analysis and conceptual formula of these three levels are presented back and forth (Strauss and Corbin, 1997). Using the theoretical identified in the second chapter, the collected secondary data is triangulated through different resources to analyze the business model, which includes value creation, delivery and capture of the eSports industry in China. 
[bookmark: _Toc71634594][bookmark: _Toc71635940]4.1 How value is created in the Chinese eSports industry?
As indicated in the literature review, the value creation indicates the identification of the specific market segments, and the creation of appropriate value proposition to cater to the demand of the particular segment. in terms of the identification of market segment, around 35 years old is perceived as the watershed of the eSports user group, as the users under 30 occupies 89% of the total user in the Chinese eSports market (Business Insider, 2021). Specifically, the user group under 25 occupies 64%, which indicates the user group is getting younger overall. On the other hand, male players account of 81% of the eSports enthusiasts, especially the PC esports games.  The major value proposition in the eSports industry is the eSports games, eSports games are the basis on which the eSports industry exists and where its core competitiveness lies. Game makers develop popular eSports games and have a certain player base before they can hold eSports events and develop derivative industries. There are many kinds of eSports games, and they can be divided into virtualized and fictionalized according to the source of the relevant games (The Esports Observer, 2020). Virtualized eSports games refer to the game operators' virtualization of actual competitive sports through digital sports network platforms, such as FIFA2, NBA Live, Live Soccer, etc. Fictionalized eSports games are fictionalized by using various advanced information technologies, and there is no real sports prototype in reality, such as League of Legends, Warcraft, CS: GO, etc. At present, the mainstream eSports games on the PC side mainly come from foreign game production companies, and domestic game companies mainly play the role of agents (China Briefing, 2019).  Besides the above general categories, the eSports games can also be categorized in to the real-time strategy game, multiplayer online batter game, shooting game, card game, sports game, etc. However, in the emerging mobile eSports games, the dominant position is occupied by domestic original products. 
Among the most popular games welcomed by the Chinese eSports consumers, none of them is independently developed by the domestic player, and all of them are contributed by the America and South Korean game developers. That is to say, the value in the eSports industry is not created by the domestic developers, but the international eSports game developers. The weak intellectual protection is one of the major underlying reason that the domestic independent research and development of eSports games are so undynamic.  Most domestic esports games are featured by a single theme, repeated gameplay, few boutiques, and every time as long as there is a slightly hot game, a variety of pirated, copycat games will be popping up. And now all kinds of money-making games are popping up, the game is basically monopolized by a few large companies. 


[bookmark: _Toc71636021]Table 1-1: The most popular eSports games in China and its developers 
Source: own summary
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[bookmark: _Toc71634595][bookmark: _Toc71635941]4.2 How value is delivered in the Chinese eSports industry?
The value delivery of the eSports industry in China can be realized through the eSports games and eSports events (Yang, Huang and Zhang, 2014). Specifically, the eSports games that mentioned above can act as a platform to delivery value for individual eSports players. Besides the eSports games that can be accessed through a wide range game platform, the eSports events act as another delivery channel for the eSports industry in China. 
At present, there are rich and diverse types of eSports events, which are divided into first-party events and third-party events according to the organizer; PC eSports events and mobile eSports events according to the competition mode; single events and comprehensive events according to the number of contents; first person shooting, multi-player batter, card events, chess events and casual events according to the type of competition contents. and casual events (Zhao and Lin, 2021). At present, first-party, single-event tournaments have become the mainstream of eSports tournaments in China with their high popularity, generous prize money and high user stickiness, among which multiplayer-player battle gaming events (Cranmer et al., 2021). Through connecting game developers, game players, media, game clubs, hardware manufacturers, event organizer into one integrated one value chain, E-sports events have been perceived as the growth engine and irreplaceable link of the whole industry. 

[bookmark: _Toc71636022]Table 2-2: Top eSports events in China
Source: own summary 
[image: ]
However, there are only a few high-profile e-sports events in China with limited influence and with focus on single games, and the hosting of e-sports events is often restricted by the lagged behind industry regulations (see above table). The popularity of emerging new games has not exploited through eSports games in China yet, the only well-known event was based on League of Legends (LOL), and there is no mature eSports event industry has developed in China yet. The commercial value of e-sports events has not yet been valued by almost all e-sports game developers and operators, so it is especially important to build a year-round, full-level tournament system and create an atmosphere of universal participation. 
[bookmark: _Toc71635942][bookmark: _Toc71634596]4.3 How value is captured in the Chinese eSports industry? 
As indicated before, the value creation medium of the esports industry in China can be categorized into esports games and eSports events. Given the two different mediums of value creation, there are different modes for value captures. The value capture of the whole industry is also respectively discussed through the eSports games and eSports events.
 The value of eSports games has been captured through the following ways in the Chinese market. 
· In the early stage of development of online games, the profit model of charging by game time is generally adopted, and game players in this model can buy game time by purchasing point cards and pack hours. The former means that players use real money to buy virtual money such as point cards to top up their game accounts, and the cost is calculated according to the length of actual game time, and no final consumption is formed without participating in the game (Scholz, Scholz and Barlow, 2019). The latter means that the player uses real money to purchase a certain period of time for the game, and within this specific period of time, the final consumption will be formed regardless of whether the purchaser actually plays the game or not, and the game operator will not make a refund of the cost (Lokhman, Karashchuk and Kornilova, 2018).
· With the successful implementation of CSP (free online game model) by Shanda, the leading enterprise of domestic game industry at that time, in 2005, domestic online games entered the era of free model (Yang, Huang and Zhang, 2014). the purchase of value-added services and props has been the dominant features of all kinds of free online e-games. As the access and entry to the game is publicly free, but the continuous roll out of the new virtual props and other value-added services will help the developer to generate recurring values. Props and value-added services are purchased by exchanging RMB for virtual currency in the game, and then buying props to enhance the character's ability or skin to decorate the character in the virtual store in the game at the same time (TechWire, 2020). 
· In-Game Advertisement (IGA) refers to advertising activities in games. Under this profit model, game manufacturers charge advertisers a certain amount of money to implant the products they need to promote into the game, so as to achieve the effect of advertising while players play the game (Seo et al., 2018). Usually, the advertising information will be implanted into the game scenes, prop names or game activities.
As discussed before, the value creation/delivery of the esports industry in China also includes the host of eSports events. In this event, the value can be captured through the following approaches. 
· Commercial sponsorship is one of the most original sources of revenue for eSports events, and as of today, it is still one of the most significant sources of revenue for eSports events. E-sports events are gradually improving in popularity, scale, and social recognition, and their commercial value continues to rise, attracting a large number of domestic and international companies to focus their attention on them and invest their marketing budgets in commercial sponsorship and brand marketing activities (Business Insider, 2021). Currently, brand sponsors are still focusing their advertising on PC-based eSports events, but with the strong rise of mobile eSports, more and more sponsors are beginning to shift their attention to mobile eSports events in the Chinese market (SportsPro Media, 2020). 
· Like commercial sponsorship, ticket revenue is one of the oldest and most important sources of revenue for eSports events. Ticket sales for eSports events are similar to traditional sporting events or celebrity concerts in that only when eSports are loved and recognized by the audience will the audience be willing to pay to see them live (SportsPro Media, 2020)ss. The eSports industry has developed to date, and the willingness of users to pay for it has increased significantly. According to The Esports Observer (2020), 34.1% of users are willing to buy tickets to watch the games on site. At this stage, as China's eSports events are still mainly concentrated in Shanghai, there are a large number of users who cannot go to the site due to geographical restrictions, and the market potential of eSports event ticket sales is huge.
· Paying for live streaming refers to the act of viewers paying to watch eSports events on the viewing platform in order to purchase viewing privileges, remove ads, or get higher-definition picture quality (Forbes, 2020). The profit model of live streaming is still in the initial stage of development in China, and most platforms are still free to watch eSports events in HD without ads. In 2016, Douyu tried to adopt an online live ticketing model when broadcasting the NSL StarCraft II International Invitational Tournament (Niko, 2021). Yang, Huang and Zhang (2014) shows that users' willingness to pay for eSports events to get high-definition picture quality and remove advertisements is relatively strong, second only to the purchase of tickets, which is gradually forming the habit of paying for content for our audience. formed. In this trend, this profit model will become a major source of income for the event broadcast platform.
· Transfer of broadcasting rights, refers to the eSports event copyright owner (usually the event organizer) event broadcasting rights sold to the media, by the media to broadcast. In China, due to policy reasons, the strong TV media has been absent in the dissemination of eSports games, and the online media is in the dominant position in all the dissemination media of eSports (SportsPro Media, 2020). The emerging webcasting platform has not only solved the problem of broadcasting eSports events, but also solved the problem of cashing in on the traffic of professional players and anchors (Variety, 2021). In late 2016, Riot Games officially announced a partnership with BAMTech, a live video streaming company, which will pay Riot $300 million (about RMB 2 billion) between 2017 and 2023 for the broadcast rights of the League of Legends eSports league (Dexerto, 2020). In 2018, the two biggest live streaming platform Huya and Douyu merged, which opened more new possibilities for the broadcasting of eSports events (Variety, 2021). 
Besides harvesting profits from eSports games, and esports events, the rapid development of the esports industry has resulted in the emergence of the esports spin-off industry. The eSports spin-off industry is the operation of game and tournament IP to launch products or services related to it (Karhulahti, 2017). The eSports IP includes not only the IP of eSports games but also the IP of eSports events, and the operation of eSports IP means the operation of eSports game IP and eSports event IP, producing products and making them realizable, and the reason why IP can be realizable is that there are a large number of fans willing to pay for it (Toomey, 2019). E-sports games and tournaments have accumulated a large number of fans in their development, and these fans are the basis for the development of eSports derivative industries. In addition to the traditional way of using elements from games or tournaments to produce souvenirs, clothing, photo books, mugs, and hand-me-downs, the operation of eSports IPs also includes the production of films, animation, variety shows, and music derived from the games. These different forms of products form a huge industrial chain around the game, which can bring considerable profits to game developers and operators and also boost the development of traditional manufacturing industries such as game equipment, thus forming the common development of Internet and real economy. In Japan, South Korea, the United States and other countries with developed game industry, the development of game peripheral industry is also relatively mature and has formed a mature industrial phenomenon oriented by game culture, and the income brought by game peripheral for game manufacturers has sometimes even surpassed the game itself. However, in China, the game industry started late and has not yet formed a complete game peripheral industry (The Esports Observer, 2020). And game peripheral products represent more of a cultural symbol and emotion, and many cultural symbols of foreign games do not resonate with z Chinese players. And China's original games lack, most of the popular games on the market are foreign games, so the development of game peripheral industry is also more difficult (Yang, Huang and Zhang, 2014). However, with the increase of Chinese original games, the game peripheral reflecting Chinese culture and national emotion will also increase accordingly, and the game peripheral market has great potential.
[bookmark: _Toc71636023]Table 3-3: The primary value capture modes of eSports industry in China
Source: own summary 
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[bookmark: _Toc71635943][bookmark: _Toc71634597]Chapter 5. Conclusion and recommendation 
[bookmark: _Toc71635944][bookmark: _Toc71634598]5.1 Introduction 
The previous chapter analyzed the secondary data collected from multiple sources and completed the objective of ‘to investigate the business model of the eSports industry in the chinse context. The final chapter is devoted to address the final objective that to promote some practical recommendations for the eSports industry in China for the sake of long-term sustainable development. 
[bookmark: _Toc71634599][bookmark: _Toc71635945]5.1 Major findings 
[image: ]
Figure 5-1. Summary of findings
Source: own summary 
China's eSports started late in eSports, and the development process was turbulent, and after a low period of development finally ushered in the eSports. With the help of policies and media, the social recognition of eSports has gradually increased in recent years, creating a good social atmosphere for the development of eSports. In addition, all kinds of capital are competing to enter the eSports industry, and eSports has become the next blue ocean of business. Under the impetus of capital, eSports are developing in the direction of popularization, alliance, sports and pan-entertainment, and the eSports ecosystem is constantly being improved and extended. The present research examines the eSports industry in China using the classic business model framework with three elements, value creation, value delivery and value capture. The business model of China's eSports industry is analyzed from two perspectives: eSports games when users are game players and eSports events when users are audiences and consumers. This paper argues that China's eSports industry, driven by overheated capital, often reveals many drawbacks, such as the lack of independently developed eSports games, limited esports scales and influences and the proliferation of IP applications, etc. The fast-growing eSports industry must pay attention to avoiding these drawbacks, sink its teeth into innovation, and form its own core competitiveness. However, eSports is not only about games and events, but also about a wide range of business models, and the business models are not only studied from the three perspectives selected in this paper. It is hoped that more literature will be published in the future to explore and study eSports business models from other perspectives. In addition, the emerging concepts of eSports real estate, eSports ecology and eSports town, which have been newly proposed in the past two years, also deserve attention in their subsequent development.
[bookmark: _Toc71634600][bookmark: _Toc71635946]5.3 Recommendations 
Although the development of Chinese game industry is becoming mature, but in the domestic and the world's major eSports events, China's original game works are seldom on the scene, especially the large confrontation game is almost the world of foreign game manufacturers. Even for mobile eSports games, which have developed rapidly in the past two years, imitation is still prevalent, and there are few completely original products. Now the mainstream eSports games on the market mainly come from the United States and South Korean manufacturers, Chinese game manufacturers assume the role of agent. In the eSports industry, the R&D of eSports games are the beginning of the industry chain. Like any digital entertainment activities, in the eSports industry, the technology plays the role of branches and leaves in the whole game, and the content is the backbone of the whole game. In today's era of great technological development, technology can be imitated or even surpassed, but the difference of content cannot be completely replaced. If China's e-Sports industry wants to form its own characteristics and form its own competitiveness in the world game field, it must win by quality and take the route of high-quality content, which is inseparable from the deep excavation and systematic integration of cultural resources.
At the same time, although there are many eSports events in China, those that really form event brands are relatively rare, especially the lack of brand events that are widely recognized by the international gaming field. E-sports events are gradually developing in the direction of specialization, home field, alliance and commercialization. Specialization is the core competitiveness of eSports events, home field and alliance are the main operation means, and commercialization is the goal. China's eSports alliance operation is still in the primary stage of development, and a large part of eSports events are not operated in alliance. But looking around at the successful sports event business model, none of them is the result of successful alliance operation. Under the trend of gradual sportsization of eSports, the alliance operation of eSports events is a must. To build a professional alliance, form a community of interests between the alliance and the club, so as to create a widely known event brand, build a complete talent training system and develop a diversified profit model.
[bookmark: _Toc71634601][bookmark: _Toc71635947]5.4 Limitations and future study 
The present study relies on the secondary data for the analysis, which can be biased and unobjective. The study was performed the during the covid-19 pandemic, and initials plan of using a mixed method approach was changed to leverage the existing secondary data. in the future study, it is thus recommended to incorporate primary data that directly targets as the e-sports stakeholder to acquire insightful information about the industry. 
Also, due to the consideration on lengths, the present study affords a systematic investigation on the business model of eSports industry in China through a specific business model that covers three aspects. The future study can take a deeper dive into the one specific aspects of the business model to afford more in-depth and rich analysis. Alternatively, as indicated in the literature review part, there are different frameworks under the business model paradigm, using alternative business models to analyze the esports industry may results in other insightful implications. 
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Game developer  Country  Games  Categories 

Blizzard entertainment  US  Warcraft  Real-Time Strategy Game

Starcraft Real-Time Strategy Game

Heroes of the Storm Multiplayer Online Battle Arena

Overwatch First-person shooter

Hearth Stone Card Game

Valvc software US  Counter-Strike First-person shooting

Smile Gate South Korea Cross Fire First-person shooting

Riot Games  US  League of Legends Multiplayer Online Battle Arena

Bluehole, Inc South Korea  PlayerUnknown's Battlegrounds Third-person shooting 

Electronic Arts  US  NBA Lives  Sports 

FiFA Sports 
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Event name  Established time  Established place  Influence 

Electronic Sport World Cup 2002 France International

Esports Champion League  2010 US  International

National Electronic Sports Tournament 2013 China  Domestic

LOL world Championship  2011 US  Internaitonal

Lol Pro League  2011 China  Domestic 
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