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CHAPTER 1


THE PITCH


Bobby Kotick, CEO of Activision-Blizzard, a $7 billion revenue video-game company known for titles such as World of Warcraft, Starcraft, Diablo, and Call of Duty, invited four men to join him at his enormous birch conference table. He moved around the room with ease, smiling as he circled the table to shake hands. That Bobby was comfortable here in the boardroom was no accident—it was the same room where he’d updated Activision-Blizzard’s directors on the state of the business for the past twenty-six years; over that span, out of more than a hundred quarterly earnings releases, he’d had to deliver bad news—missed quarterly earnings estimates—only six times.


“Gentlemen, welcome.” Bobby spoke just loud enough to be heard, causing his guests to lean forward slightly as they listened. “If you could each please have a seat where those two pieces of paper are laid out…” In front of four of the seats on one side of the conference table, two pieces of paper lay side by side, facedown. “Don’t turn them over just yet.”


There was some shuffling as the men arranged themselves. Bobby raised a hand in what was almost a wave, almost a pointing motion. “I see you’ve brought Brett along with you, which I’m very happy to see. Brett’s great. He really gets it. We’ve heard such wonderful things about Brett.”


The Brett in question, Brett Lautenbach, was twenty-eight years old. Though he was the youngest man in the room by twenty years, he was familiar with the rule of black sheep. Raised in what he described as “an idyllic town in the Midwest,” Naperville, a western suburb of Chicago, Brett was born into an IBM family and became the first man in his family’s memory to opt not to work for the company. His father had worked there for his entire career, as had four of Brett’s uncles, one of whom was once part of the four-person management committee that ran IBM and a rumored candidate to become CEO. Bill Gates once accused another of the Lautenbach brothers of conducting a smear campaign against Windows 95. Despite descending from IBM royalty, Brett developed a different passion very early in life: film. When he followed that passion to New York University’s film school, he discovered he had a knack for corralling creative types: helping them schedule, budget, connect with the right people, and run a tight ship. In another time line, Brett would probably be an associate film producer, but in this time line he found himself in the Activision-Blizzard boardroom for the most important meeting of his young life.


Brett was there in the capacity of president of NRG Esports, and he was the principal reason that the company’s three owners were currently sitting to his left at Bobby’s table. Brett’s ass was on the line in this meeting, and his anxieties were building. During his interviews for the NRG job, he’d pitched buying a team in the new esports league that Blizzard was basing on their new hit game, Overwatch, as the central building block of NRG’s future. NRG had just suffered an ignominious dethronement as the reigning king of esports leagues, the League of Legends Championship Series (LCS), and an Overwatch League (OWL) team could be the new crown jewel of the NRG portfolio. After little more than dipping a toe in the esports business, Blizzard was putting unprecedented effort and money into developing the Overwatch League, with a vision of one day rivaling traditional sports leagues in size and profitability. Upon release, Overwatch had immediately become a sensationally popular first-person-shooter (FPS) video game. The game was novel in that it combined the best aspects of games like League of Legends—unique heroes with distinct abilities working on a six-person team—with the excellent gameplay, well-developed story, and rich artistic design that were hallmarks of Blizzard games.


Brett had hounded the league’s commissioner to help land this meeting, finally tracking him down at a whiskey bar in Shanghai. He took it as a good sign that Bobby, the CEO of Overwatch’s parent company himself, was running it. Yet, however close he thought he was to landing a deal that’d give NRG a team in OWL, Brett needed the men he’d brought with him to see the light. And as a few bullet points from their resumes illustrated, they were not easy to impress. Andy Miller, one of the three NRG cofounders at the meeting with Brett, had learned to set high standards from one of the most famously demanding CEOs in history. Andy had cofounded an ad network company called Quattro Wireless in 2006, which he sold to Apple three years later for $275 million. Andy then worked directly for Steve Jobs for two years. After leaving Apple and running another tech company for a few years, he had an opportunity to acquire a partial stake in the NBA’s Sacramento Kings and would serve on the league’s internal digital committee. Shortly after, in 2015, he cofounded NRG. Mark Mastrov, another of the NRG cofounders, started 24 Hour Fitness in 1983 and sold it in 2005 for $1.6 billion. He’d joined the Sacramento Kings and NRG ownership groups in partnership with Andy. Jeff Glass, the final NRG cofounder, had sold his own mobile ad company for $250 million. As Brett said, “These guys are geniuses.”


Why were these tech zillionaires meeting to discuss buying esports teams when they could have been doing anything with their fortunes? Though their answers varied, their passion for competition and games emerged frequently. “I just love sports,” Andy explained to me. “I’m a kid from Boston who was obsessed with sports my whole life. I played it, I watched it, I wanted to own the Red Sox, still do. When I graduated, by some miracle, near the top of my law school class, I had my pick of law firms, so I went to the firm that represented the Red Sox. When I got lucky and sold a couple companies and moved out here with some money, I bought into the Rockies’ minor league baseball team, the Single A team in Modesto: the Nuts. And I loved it. Then I met up with Mark Mastrov and got involved with the group that was going to buy the Kings. And I wanted to run everything. Then I saw this opportunity with esports.”


For someone like Andy who seemed able to achieve anything in his unlikely career—from start-ups to the Kings and now perhaps esports—it was important to always work with the best people. In that respect, he’d been anxious about Brett the first time they met. They’d planned to rendezvous in the Theme Building in LAX, but because it was closed off they went to a basement employee cafeteria. Andy decided the relocation would be a good test to see how chill Brett was about chaos and change, longtime hallmarks, it seemed, of the esports world. They were somehow swiped through the cafeteria’s security, assumed to be custodians, and enjoyed their grilled cheeses in what Andy described as a “semi-abandoned” setting.


How did Brett dress for this big meeting with Andy? In what Andy described as a “little hipster outfit” that he would be, as NRG’s resident hipster, lovingly mocked for frequently wearing. Beyond the dark sunglasses, it consisted of a button-down shirt with at least one button undone and a camel-hair blazer. Andy would come to consider that this was his “go-to blazer.”


A passion for the games he’s helped build was also the reason Brett was meeting with Activision-Blizzard and not toiling away at IBM’s headquarters. He combined that love for actual gameplay with a love for business. In his role as president of NRG Esports, Brett had to be able to impress the CMO of a Fortune 100 company and also shoot the shit with a teenage pro gaming prospect. In one sense, the bank account sense, Brett did not belong in Activision-Blizzard’s boardroom. But in another sense, he did. To hear Andy tell it, “Brett’s the most hard-working guy I’ve ever met.”


Hard work, however, didn’t necessarily translate to schmoozing the most powerful man in video games, and with Bobby indicating that he would invite other Blizzard employees into the room to present the league, those skills seemed to be what was needed to get a conversation started. Brett knew that other esports organizations had already sat at this table to hear this exact pitch and that NRG were both newer to esports and had a scarlet letter around their neck: their League of Legends team had been demoted from the LCS.


Andy rose to the call. “I think we have something in common,” he said to Bobby. “I remember reading somewhere that you were sort of an apprentice under Steve Jobs. Is that right? I worked for Steve for a couple of years.”


“When I was in my twenties, Steve Jobs convinced me to quit college,” Bobby said. “I left college to make software for Apple.”


Brett felt the conversation flickering, so he chimed in, “What is it like?”


“It’s terrifying,” Andy said. “Amazing, terrifying.”


“When you knew it was him on the phone,” Bobby said, “it was like ‘oh gosh here we go.’”


“Yeah,” Andy said. “Every time you talked to him. There was no winging anything. You had to be incredibly well thought out and incredibly concise. You had to have a 360 understanding of the world that your conversation or decision touched. Otherwise, he didn’t have time for quote-unquote bozos.”


“Oh yes, the bozos,” said Bobby. It was famously one of Jobs’s favorite terms.


“I remember,” Andy said. “He would say to me that he didn’t hire me, he bought me, so I have to become an Apple person.”


Bobby nodded, and he and Andy fell silent for a moment.


The important negotiation points between NRG and the Overwatch League had yet to come up, but Brett felt that the meeting was off to a good start. Strong business relationships begin with strong personal relationships, and the connection of shared experience could only help legitimize NRG as a potential team owner. If Bobby thought NRG was legit, then Brett knew the meeting would succeed: Bobby was eager to make a deal. Activision-Blizzard had announced the Overwatch League at 2016’s BlizzCon, the 30,000-person annual event that lets fans hear the biggest announcements for Blizzard games live, play Blizzard games on the thousands of PCs set up there, listen to the people who make the games talk about how they made them (and, in 2016 anyway, watch “Weird Al” Yankovic perform). Tickets cost $200 and BlizzCon sold out every year. Overwatch had been released six months earlier, in May 2016, on PC, PlayStation, and Xbox, and sold more than 20 million copies before the year was out, making it the best-selling new game of 2016. The second-best-selling new game of 2016 was Activision’s Call of Duty: Infinite Warfare. Now it was March 2017, and with no announcements about team owners or the inaugural season’s start date, the rumor was that Blizzard was behind on their goal to launch that fall. Which was a little odd, given the people with whom Bobby had been talking.


At the 2016 BlizzCon, Bobby had given an initial pitch of the Overwatch League to a group of potential owners behind the scenes. Those in attendance included titans of the NFL, NBA, and Silicon Valley. Among them: Robert Kraft, owner of the New England Patriots; Stan Kroenke, owner of the Los Angeles Rams and Arsenal FC; Joe Lacob and Peter Guber, owners of the Golden State Warriors; Wesley Edens, owner of the Milwaukee Bucks; Elon Musk, CEO of SpaceX and Tesla; and Jack Etienne, owner of Cloud9, who would eventually buy the London Overwatch League franchise. The only person in the room with esports experience was Jack Etienne, who described the meeting as defined by the nervousness he felt talking with “all these billionaire dudes” because, in his words, “these guys are badasses.” When I asked Jack whether they told him why they invited him, he said that it was because they “recognized the mark we’d made in esports and thought it’d be good for the league for teams that have been a part of esports for a long time, and done really well, to be a part of it.” Having Cloud9’s owner involved would indeed prove validating for the league. Putting his nervousness talking with the likes of Stan Kroenke and Elon Musk aside, Jack was sold on the concept. He remembered that, as he left BlizzCon 2016, he thought, “I’m gonna do this,” and the only question he had remaining was how much it would cost and how he would come up with the money.


As it turned out, NRG was not invited—by Bobby or anyone else—to BlizzCon 2016. Though already sporting celebrity investors such as Shaquille O’Neal, Michael Strahan, Alex Rodriguez, and Jennifer Lopez, NRG was less than a year old, and in that short time, they’d already suffered the single greatest disaster that can befall an esports organization: their League of Legends (LoL) team had been relegated, meaning it was demoted from the top tier of play, in the League of Legends Championship Series. At that time, the LCS was by far the most successful esports league in the world, due primarily to LoL’s enormous player base: 100 million monthly players. When NRG was relegated, three months before BlizzCon, an LCS slot was estimated to be worth $1 million. It was as if the Boston Red Sox were told to leave the MLB and that they could play in the Minor Leagues if they desired to continue, a blow that would seem impossible for any team to recover from.


Now that NRG finally got its seat at Bobby’s table, it was vital that they managed to cut a deal. They assumed they were around the sixth or seventh organization that had been brought in for a one-on-one meeting and knew they were playing catch-up. Andy, Mark, Jeff, and Brett were expecting bad news about the availability of teams. They knew that teams were going to be based in a particular geographical region, similar to a traditional sports league, and they doubted that their preferred market, San Francisco, would still be available. “I thought Bobby was going to try to sell it to the Warriors or the 49ers or the Giants,” said Andy. “I knew that all of them had come in because I’d talked to all of them about partnering with us. And they’re all like, yeah, we’re going to go in by ourselves to try and look at this.” The issue was that San Francisco made far more sense than anywhere else as the choice home for NRG’s team for a couple of reasons. Not only was it most convenient, with Andy and Mark both living in the region, but more importantly the Bay Area was one of the largest media markets in the United States with a high saturation of gamers. It was arguably the third-most-desirable US Overwatch market behind New York and Los Angeles.


Though the factors that influenced NRG’s desired city were primarily financial in nature—in which market would NRG’s owners stand the best chance of making money on their investment?—the decision would have a profound effect on the kids who would one day be signed by the team. The kids currently playing Overwatch in their bedrooms with their friends had no idea that they would soon be paid as much as $150,000 a year to play the game professionally, far from home, in a city determined by a handful of adults in a boardroom. For one of these kids, Jay Won, the Seattle market would be an easy transition: he already lived there. At the time of this meeting, Jay was fifteen years old. Jay would go from an unknown kid playing video games in his bedroom in the suburbs of Seattle to competing for the league championship in front of 12,000 fans. By then he would be the best player in the world. But where would he live?


It’s hard to say whether Andy, Mark, and Brett were more nervous about the local market or the purchase price. The rumored cost of entry for the Overwatch League was $8 million, roughly $7 million more than had ever been paid for a team in an esports league. Though esports had attracted huge audiences in Asian markets, American esports had yet to prove it could capture the attention of the television networks, advertisers, and endorsers who pour the big money into the most popular professional sports.


Finally, an hour and a half into the meeting—after the chitchat subsided, the representatives of Activision-Blizzard shared their vision for OWL, and the structure had been discussed—Bobby told them that they could flip over the first piece of paper in front of them.


On the other side: a map of the Seattle media market.


The Seattle market had some attractive features: high income, high concentration of Overwatch players, good private jet access. But it was half the size of the Bay Area, just 3.6 million in all. They tried not to show their disappointment.


Bobby explained the details of the media market: they would be able to sell their own local broadcasting deals, they could own their own stadium, they could sell team sponsorships so long as they didn’t conflict with league sponsorships, and so on. As Mark and Jeff engaged with Bobby, asking pointed questions about team rights and the expected level of league support in local markets, Andy remained silent. Brett knew he was disappointed. It wasn’t just that San Francisco was a bigger market and that Andy lived in the Bay Area; it was that Andy really wanted the San Francisco market. It just felt right. Although the Seattle market still made financial sense, it just wasn’t San Francisco. Brett worried that the emotional letdown would be the undoing of this venture. He was disappointed, too, but he wasn’t the one putting up the money.


After walking them through the vision for their local market, Bobby scanned each of their faces. “Are you ready?” he asked. They nodded slowly, confused. “Okay,” Bobby said. “Now you can turn over the second piece of paper.”


Brett flipped it over: a map of the Bay Area.


That’s when Bobby dropped the bomb on them: the purchase price would be $20 million.














CHAPTER 2


WHAT WAS ROBERT KRAFT THINKING?


What sort of lunatic would pay $20 million for a slot in an esports league? Robert Kraft was one such lunatic. He’s best known for owning the New England Patriots, the team that’s dominated the NFL since coach Bill Belichick and star quarterback Tom Brady came on board, winning six of the past eighteen Super Bowls. Kraft was also the first person to agree to become an owner in the Overwatch League, buying the Boston team.


How had Blizzard landed a whale like Robert Kraft? Probably over a beer after a round of golf, as Kraft and Bobby Kotick were friends. The Krafts were longtime investors in Activision-Blizzard, and when the two Bobs met at an investor conference in 2013, they quickly hit it off. But a businessman and sports empire builder like Kraft doesn’t ink business deals to become friends (Exhibit A: employing Bill Belichick). There had to be financial sense somewhere in here.


Kraft was eager to get into OWL because he saw that the future of spectator sports was changing, and he wasn’t going to let his empire be left behind. “We try to think long-term with everything we do,” he explained, speaking of his organization. He said that they saw that the millennials and Gen Z were “consuming things differently,” playing games hours and hours a day and not watching sports the way Kraft and his contemporaries did. “So we wanted to go with the best and try to participate in this whole new field,” he said. “What I like about it more than anything is that it’s a way to connect globally.” There were, it seemed, three key components to his rationale for paying $20 million for the Boston franchise: it was what the young kids were doing, Bobby Kotick was “the best,” and it would lead to global domination.


When Kraft said that the young kids “were consuming things differently” he meant that they didn’t pay for cable television, which had typically been the moneymaker for professional sports. Besides the eleven games a season available to Amazon Prime members, watching an NFL game required a cable or satellite subscription, which only approximately 60 percent of millennials had. (A fifth had cut the cord, while the remaining fifth never signed up in the first place.) Even worse, the proportion that did have paid TV subscriptions appeared to be shrinking. That left Kraft with nothing to offer a huge portion of young Bostonians who wanted to show support for their city.


Esports was one of the places these elusive millennials seemed to be spending the time they saved by snubbing the NFL. While less than 5 percent of Americans aged thirteen to seventeen had watched an NFL game, 16 percent had watched esports. The growth issue went further than cable subscriptions: the average age of an NFL fan was in the midfifties, and that average age had been increasing every year—as the old fans died off, they weren’t being replaced by young fans following the game anywhere, whether in person at stadiums, on TV, or even in highlight clips online. NFL ratings took their most dramatic dive in decades in the 2016 and 2017 seasons, with ratings down 8 percent in 2016 and another 9 percent in 2017. For those with billions of dollars tied up in NFL-related assets, that was an alarming decline, which created a good climate to attract NFL owners to an esports league.


Although esports were loaded with exactly the young people that the Kraft Group needed—the average age of an esports fan is twenty-four—the decision to dive in was not made easy by the fact that in the years before OWL, it had been a terrible place to invest. Nobody had been able to replicate the holy trinity of league design, advertiser sponsorship, and broadcasting rights that underpins the success of traditional sports leagues. Without those three elements providing structure, reliable revenue, and a way to connect with the fans, team owners couldn’t make money. As a result, esports leagues had been marred by chaos. Teams disbanded midseason because management couldn’t make payroll, while other teams disintegrated because the players didn’t get along (and, presumably, there wasn’t enough money coming in to force them to play nice), while others disappeared for no apparent reason. The popularity of different video games ebbed and flowed, and players jumped ship accordingly. To add to this chaos, the biggest esports leagues used a relegation model in which the worst-performing teams each year were sent down to a lower-tier league, effectively disappearing, which made owners and potential owners reluctant to invest big money in a team whose value, depending on its performance, could evaporate overnight.


Even the young audience that traditional sports owners needed to find a way to capture were something of a long-term investment, a double-edged sword from an advertising perspective. TV networks such as CBS, NBC, Fox, and ESPN paid billions of dollars for distribution rights for traditional sports so that they could sell advertising—the commercial spots that go along with games, the real estate on the screen during gameplay where various logos are jammed, and whatever other kinds of sponsorships they could come up with. The challenge of courting young audiences was that although they represented a lucrative future for distribution networks (assuming the fans continued to watch esports when they entered the workforce and their incomes grew), they weren’t a lucrative audience for advertisers at present. Advertisers paid money for access to people with disposable income—the richer the viewers, the more they would pay—and today’s esports fans weren’t worth much, at least not yet.


I spoke to an investor who considered purchasing an OWL team but ultimately couldn’t get comfortable. The way he looked at the investment, a traditional sports fan could bring in about $54 per year. (He arrived at this number by adding up all the revenues of the major traditional sports and dividing by the number of fans.) For esports, these numbers were $800 million in revenues per year, and 400 million fans, which made each fan worth $2 per year, one-twenty-seventh of the value of a traditional sports fan. Why were those values so different? Primarily because their youth translated to low disposable income. But even beyond that, they had a generational problem: millennials, having come of age during the Great Recession, had lower lifetime incomes for their age than previous generations such as boomers. Beyond that, about half of esports fans were Chinese, and the average person in China earned just one-eighth of what the average American did. Finally, the vast majority of esports fans were men (or boys, as the case may be)—even more so than in traditional sports—and women more often determine how money gets spent on consumer products. (According to the Harvard Business Review, women control between 70 and 80 percent of consumer spending in the United States.) The only consumer categories where men make the decisions were power tools, lawn care, auto tires, and certain consumer electronics categories (e.g., gaming hardware). For these many reasons, most traditional advertisers had no interest in advertising to esports fans.


Assuming the league could crack the formula to get major advertisers aboard, there remained another major risk for owners: what some perceived as the toxicity of esports culture. As a form of entertainment embraced by teenage boys, video games have always had their share of immature traditions, some more harmful than others. Perhaps the best known of them is “tea bagging,” a repeated squat that a player will do over the virtual body of a player they have killed (the “tea bag” is supposed to reference the scrotum, though that level of anatomy has thankfully not been rendered in any video game I’ll admit to having seen). Blizzard was sensitive to this and knew that they needed to stamp out any notion that the culture was toxic as soon as it arrived. When one of the best-known players in the league said that an openly gay player on a rival team would probably like to “suck a fat c***,” the company treated the entire league as if it had a homophobia problem. They had seen the NFL’s mismanagement of domestic violence cases cause PR nightmares for advertisers, who wanted to avoid seeming complicit in silencing women abused by NFL players. Blizzard didn’t want any sponsors or owners pondering a $20 million purchase to consider esports a risk—and any esports player getting attention for horrible behavior created that risk.


Beyond the culture, there was also the controversial violence of shooting games that made some owners uneasy. Video games have carried a stigma regarding violence ever since the Columbine High School shooting, where the perpetrators were gamers who played Doom and Quake. The families of the victims of Columbine blamed video games for the shooting and sued twenty-five video-game publishers for $5 billion, including the makers of Quake and Doom. One of the Columbine shooters allegedly named his shotgun Arlene, after the love interest of the main character in Doom. Although the suit was tossed out, the attention didn’t dissipate. Doom was arguably the goriest game ever made at the time the tragedy of Columbine occurred in 1999, with demons exploding in fountains of blood and chainsaws used to saw enemies in half, rendered with disturbing, vivid detail. Despite the attention that Columbine drew to the potential effects of playing violent games—attention that has perennially returned—study after study has failed to establish any causal link. (The American Psychological Association found that studies attempting to make the link were too methodologically flawed to consider seriously.) But that didn’t mean that the perception that video games caused violence didn’t concern potential owners and sponsors. After all, it had already held video games back from the Olympics, whose president, Thomas Bach, had said of including video games as an event, “We cannot have in the Olympic program a game which is promoting violence.” (He made no reference to boxing or fencing, the latter in which he had once competed at the Olympics and both of which remain events.)


Given all the risks, the powerful special interests aligned against video games, and the wastelands of investments that esports had sunk to date, why did Kraft, the owner of the NFL’s premier team, have any interest in getting involved? What did other NFL owners like Stan Kroenke of the Los Angeles Rams, who would end up acquiring one of LA’s Overwatch franchises, see in OWL? Whatever it was, the Wilpons—owners of the New York Mets, who would go on to buy the New York franchise—seemed to see the same thing. As did a co-owner of the MLB’s Texas Rangers, who put the money up for OWL’s Houston franchise; Andy Miller and Mark Mastrov, co-owners of the NBA’s Sacramento Kings, who with another partner acquired the San Francisco franchise; and Comcast, which bought the Philadelphia franchise.


Assuming that Kotick and the team he put together for OWL could somehow figure out how to attract advertisers, there was a big reason for all these business tycoons to be excited about OWL: because Blizzard created the game and it owned all rights and intellectual property to it, they had immense bargaining power over the players. Unlike with traditional sports like football, where some version of the game had oftentimes been played for thousands of years and no one owned the intellectual property (imagine having the exclusive rights to the forward pass!), Blizzard owned everything about Overwatch, and so players who were unhappy with salaries across the league couldn’t walk. In the NFL, players could in theory take their ball and go form their own league if the league wasn’t paying enough. Every five years, when the players and owners negotiated a new NFL deal, that was exactly what the players threatened. And it meant a major headache for owners, who could be forced to cut into their revenues and give players a better share or risk starting a tumbling of talent away from the NFL that could turn into an avalanche and destroy the value of the league’s teams.


Overwatch players would have no such luck.
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