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Netllix, but for video games

If game streaming works, the market could expand even further
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The ability to stream films and songs over the intermet has
upended the entertainment industry, but the $140bn market
in video-gaming has resisted the revolution. That may

soon change. A battle is brewing between big media and
technology firms to see who—if anybody—can become the
Netflix of video games.

In October Google began tests of a cloud-gaming service
called "Project Stream’, using a big-budget game, “Assassin’s
Creed Odyssey” (a still is pictured). The game was designed
to run on dedicated consoles and beefy pcs. But with the
computational heavy-lifting shifted to Google's data-centres,
even a modest laptop could have the game’s sumptuous take
on the Peloponnesian War piped to it over the web.

Those initial trials are now finished. Microsoft, which makes
the xbox consoles, is due to start testing a similar service,
Project xCloud, later this year. Amazon is also thought to be
interested. The giants will be battling a string of competitors.
Electronic Arts, a big games publisher, has plans for a
streaming product of its own. Nvidia, a maker of video-
gaming graphics chips, is testing a similar service. Sony,
which makes the PlayStation consoles, already has a cloud-
gaming offering called PlayStation Now, as do startups such
as Loudplay and Shadow. Customers of Telecom Italia, an
[talian internet provider, and Orange, a French one, can avail
themselves too.

The hope is that cloudified games will be more appealing to
consumers. The industry would simply be keeping up with
their habits, says Kareem Choudhry, who runs Project xCloud
at Microsoft. People are trained to expect entertainment to be
portable, transferable between different devices, and instantly
available.

Gaming also has high upfront costs relative to other media—
games sell for $40-60 and consoles cost between $250 and
$400. (Super-powered gaming pcs are even pricier.) With
the cloud-gaming model those costs are replaced with a
subscription fee. Sony, for instance, charges $19.99 a month,
or $99.99 a year; in return gamers get access to more than
700 titles.

The economics of cloud gaming, indeed, could be more
attractive to manufacturers. Consoles such as the xbox One
or the PlayStation 4 are expensive to design and often sold at
a loss, with firms hoping to recoup the money on game sales.
In a cloudified future, expensive loss-leaders would no longer
be necessary.

Streaming appeals for other reasons too, says Piers Harding-
Rolls of ihs Markitt, an analysis firm. The games industry is
increasingly making money from users paying for digital
goods bought in a game. “Fortnite Battle Royale’, one of

the most successful examples, is believed to have earned

more than $1bn from in-app purchases since 2017. Since the
marginal cost of generating such digital goods is zero, every
sale is pure profit. That model rewards scale, which is what
cheap cloud gaming could help deliver.

But the business will live or die on how well the technology
works. Unlike a film, a video game is an interactive
experience. The computer running it must react instantly

to the user’s input, or the game will feel sluggish. When
hundreds of miles separate players from the devices
crunching the numbers, that gets tricky. If the round trip from
a player’s device to a data-centre and back again takes more
than a couple of dozen milliseconds, things start to break
down, especially for the frantic action games that dominate
the best-seller charts.

Another issue is that data-flow created by a game can change
unpredictably. While music- and film-streaming services can
“buffer’—fetching the next few minutes of content before it is
needed, to guard against connection hiccups—video games
cannot. Connections must be rock solid.

Earlier attempts at cloud gaming—notably by a company
called OnLive, which was founded in 2003, shut down in
2012 and sold its assets to Sony in 2015—foundered on such
problems. Firms today are convinced things have changed.
Home broadband connections are faster than they were

ten years ago, for one thing. Clever new video-compression
technologies can mitigate some of the old problems, says
Mr Choudhry. Firms such as Amazon and Google have the
resources and technical expertise to pose a serious threat to
incumbent firms like Microsoft and Sony.

It is too early to guess who will win the battle. Amazon and
Google already have data-centres in dozens of countries, and
putting hardware close to customers is the easiest way to
minimise all-important latency. Microsoft combines its own
cloud expertise with a long pedigree in games. There are dark
horses, too: Javier Polo, the boss of PlayGiga, a Spanish firm
that licenses game-streaming technology, points out that isps
can put kit even closer to customers than the cloud firms,
which might prove a useful advantage.

Change will not happen overnight. Microsoft and Sony

have said that, for now at least, they view streaming as a
complement to their conventional business models. Both
are working on new consoles. The xbox Two and PlayStation
5 are likely to launch in 2020. Whether an xbox Three or
PlayStation 6 ever make it to market is another question.

This article appeared in the Business section of the print
edition under the headline "“Gameflix”

Read the original here: https://www.economist.com/
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