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Driving incremental growth through innovation

PERSPECTIVE: The accelerating speed of technological 
change creates a macro-level risk for most businesses. 
But in the E&M industry it’s also opening up a large 
opportunity for innovation in product offerings, 
brands, and business models that revolve around 
the user experience. We see it in emerging segments 
with rapid growth such as virtual reality and e-sports, 
both of which were added as new Outlook segments 
this year. In addition, across many segments, data is 
evolving into a form of currency. To a large degree, the 
value that companies can now capture from data — 
because it allows for personalization, customization, 
segmentation, and greater ROI and brand equity 
— gets captured indirectly in the Outlook segment 
data, such as Internet advertising. But in other cases, 
the value may flow into adjacent sectors, such as 
e-commerce. Either way, the growing volume of 
data and the technologies that allow companies to 
mine and deploy it are transforming the ways E&M 
companies monetize both content and distribution. 

E-sports 
The Outlook’s new e-sports segment 
is defined as consumer and advertiser 
spending on organized video game 
competitions. E-sports is rapidly 
evolving from a hobby (or an obsession 
for many users) into something 
resembling a professional sport, through 
a combination of one-off events and 
leagues. Companies and consumers in 
countries such as Germany and South 
Korea — the latter of which built a 

dedicated e-sports stadium in 2005 — 
might dispute the idea that e-sports 
is “new.” The video game industry in 
China is enormous and with the growing 
development of e-sports venues, we 
expect high growth potential in this 
sector. But what is undeniably new is 
the emergence of e-sports as a global 
phenomenon that attracts large,  
youthful audiences and premium 
multinational brands. 
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Much in the same way social gaming 
evolved, the audience makeup has now 
grown well beyond hardcore gamers and 
their niche segment of brands and social 
networks. Most who livestream e-sports 
do so on sites such as Twitch, which was 
acquired by Amazon in 2014 and hosts 
2.1 million unique streamers per month. 
In the U.S., where colleges are starting 
to field e-sports teams, pay-TV networks 
are getting involved. Time Warner’s 
Turner broadcasted the ELeague on TBS 
and its digital platforms for the first time 
last summer, averaging 228,000 viewers 
per episode. And ESPN has begun 
covering major e-sports such as Defense 
of the Ancients 2 on its streaming and 
broadcast channels. Exhibit 1 shows 
monetization is starting to catch up with 
this rising attention. In the Outlook, 
e-sports revenues fall into four buckets: 
ad spending on streamed events, 
sponsorship revenue at events and for 
teams, consumer spending on tickets to 
attend e-sports events, and consumer 
spending on passes to virtually attend 
events. Overall, e-sports revenues more 
than quadrupled between 2013 and 2016, 
and could nearly triple again by 2021.

E-sports is a great example of a fan-
centric business. It’s reaching fans who 
are not spending as much time with 

traditional sports or other entertainment 
and media. The spending per fan has 
significant potential to grow, given 
that it is very low compared to per-fan 
spending for established sports leagues, 
such as the NBA and NFL. With more 
technology innovation and sophistication 
in storytelling, e-sports can become 
even more interesting to watch, easier 
for viewers to follow, and attractive for 
advertisers and their brands.
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Virtual reality 
To start measuring the impact of virtual 
reality (VR) on the E&M industry, the 
Outlook now includes consumer spending 
on the video content, games, and 
applications associated with the sale of 
head-mounted VR systems for consumers. 
As was the case in the early days of 
smartphones, this is a highly immature 
market with several underdeveloped 
business models and lots of experimental 
or low-quality content. Game publishers 
have made good progress in getting 
beyond the free demo stage. VR video 

creators are still struggling with 
distribution and monetization. Margins 
are still razor-thin given the technical 
constraints and high costs of headsets. 

To experiment in VR as a video medium, 
the team behind Google’s Art, Copy & 
Code is developing content on WebVR. 
This approach lets audiences view 
content through a Chrome browser or 
with low-cost headsets that incorporate 
smartphones — such as Google 
Cardboard or Daydream. The idea is to 
create a faster path to large audiences — 
ones that will attract advertisers.

As hardware (device) platform leaders 
emerge, their related marketplaces for 
content will mature. No one will get rich 
from hardware alone; the end game will 
be to become the standard platform for 
VR and hence start to create revenue 
streams from content sales, licensing, or 
advertising dollars. We anticipate VR will 
grow at an 80 percent five-year CAGR 
through 2021, at which point it will be a 
$15 billion global market, compared with 
$869 million in 2016 (see Exhibit 2). 

In 2017, we introduced two new 
categories to the Outlook: e-sports and 
virtual reality. In some markets, these 
categories are very immature and 
therefore extremely hard to measure. 
For that reason, we’re focusing now 
only on the 10 markets in which the 
revenue streams and business models 
have developed sufficiently so that 
it is possible to measure results and 
analyze trends: the United States, 
Japan, China, South Korea, the United 
Kingdom, France, Germany, Russia, 
Italy, and Spain.

Exhibit 1: Total e-sports revenue by country (US$ millions)

Source: Global entertainment and media outlook 2017−2021, PwC, Ovum

0

200

400

600

800

1,000

2013 20142012 2015 2016 2017 2018 2019 2020 2021

Russia
Japan
China
South Korea
Spain
Italy
Germany
France
U.K.
U.S.
      



 Technological change 3 

In 2016, PwC’s Consumer Intelligence 
Series conducted a study about 
e-sports consumers in the U.S. 
market. The group with a high degree 
of awareness of e-sports had the 
following characteristics:

• Gender-neutral

• Median age: 28

• 69% age 18–34

• Racially diverse

• More likely to own multiple 
tech devices (desktop computer, 
connected TV, connected device, 
etc.)

• Spent more time in front of screens 
than non-e-sports users, whether 
gaming or streaming video content

Data as currency 
Any buyer–seller transaction or 
relationship involves an exchange of 
value. Historically, that value has been 
measured in monetary currencies 
such as dollars, euros, or renminbi. 
But it’s increasingly likely that for 
E&M companies, value will come to be 
measured in the monetizable currency 
of data. By virtue of operating, any E&M 
company gathers an immense amount 
of powerful information about user 
behavior and preferences, performance, 
and transactions. 

The revenue forecasts in the Outlook 
reflect the upside value of monetizing 
data. Businesses could be implicitly (if 
not explicitly) capturing the value of 
user data into the abundance of free, 
freemium, and subscription-based 
pricing for content today. For example, 
Amazon could use the data gleaned from 
tracking viewers of the NFL games it 
will be streaming to promote the sale of 
merchandise. Data could also abet value 

creation by helping companies gain share 
in mature markets and attract growth in 
emerging markets (while possibly also 
slowing the drain of piracy). 

But the value of data becomes even 
more powerful as artificial intelligence 
begins to play a bigger role in E&M 
organizations. As detailed in Deborah 
Bothun and David Lancefield’s 
article in the Summer 2017 issue 
of strategy+business, “AI Is Already 
Entertaining You,” data is a critical 
input for powering AI solutions. And by 
deploying AI, companies can become 
far more efficient in building audiences, 
attracting advertisers, extending the 
brand experience, interacting, and 
upselling across the customer journey. 
They can also become much better 
at designing the user experience in a 
way that extends the amount of time 
consumers spend with content and the 
amount of brand equity gained through 
loyalty and recommendations to others. 

Exhibit 2: Total VR revenue (US$ billions) in the three largest markets

Source: Global entertainment and media outlook 2017−2021, PwC

0

2

4

6

8

10

12

2016 2017 2018 2019 2020 2021

U.S.

China

Japan



Global entertainment and  
media outlook  
PwC’s Global entertainment and media 
outlook 2017-2021 provides a single 
comparable source of five-year forecast 
and five-year historic consumer and 
advertiser spending data and analysis, 
for 17 entertainment and media 
segments, across 54 countries. It’s a 
powerful online tool that provides deep 
knowledge and actionable insights about 
the trends that are shaping the E&M 
industry. You can access the full segment 
definitions or subscribe to the Global 
entertainment and media outlook at 
www.pwc.com/outlook.

No part of the Outlook may be  
excerpted, reproduced, stored in a 
retrieval system, or distributed or 
transmitted in any form or by any means 
— including electronic, mechanical, 
photocopying, recording, or scanning 
— without the prior written permission 
of PwC. Requests for permission to 
cite should be submitted in writing to 
Nicholas Braude at nicholas.braude@
pwc.com outlining the excerpts you wish 
to use, along with a draft copy of the 
full report that the excerpts will appear 
in. For additional information about the 
Outlook please email pauline.orchard@
pwc.com or gary.rosen@pwc.com. 

Historical data collection  
All forecasts have been built starting  
with the collection of historical data 
from a variety of sources. A baseline of 
accurate and comprehensive historical 
data is collected in the first instance  
from publicly available information, 
including from trade association and 
government agencies. When this data 
is used directly, these sources are cited 
accordingly. In addition, interviews  
with relevant associations, regulators 
and leading players have been held 
to gather insights and estimates not 
available in the public domain. When 
this information is collected, it is used  
as part of calculations, and the sources  
are proprietary. 

Forecasting methods  
All forecasts are prepared as part of 
a collaborative, integrated process 
involving both quantitative and 
qualitative analysis. The forecasts are the 
result of a rigorous process of scoping, 
market mapping, data collection, 
statistical modeling, and validation. 

Note: The only source of all consumer 
and advertising spend data is the Global 
entertainment and media outlook; 
however, all the data, charts, and 
graphs (unless stated otherwise) in this 
publication are taken from the Global 
entertainment and media outlook. 
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