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Abstract

VXGaming LLC, a software development company for skilled gaming, otherwise known as Pay to Play Gaming (PPP) faces many potential risks. Our target platform is PC Gamers. We face the market risk that PC Games decline in popularity. Even though there is currently no direct competition we face the risk that a competitor emerges before our product is ready for release. Due to the amount of servers we have to run once our product is released we run a great risk of technical failure leading to server downtime. A product risk that we may encounter is that malicious hackers ruin the experience for other players. An execution risk that face is that we hire incompetent developers who are not able to develop the product we desire efficiently. Finally we have the capitalization risk that an investor backs out during the development cycle leading to congestion in our cash flow. Through proper risk analysis these risks can be avoided, mitigated, or be accepted with minimal impact on the project.






	VXGaming is a new and exciting business venture. In order to prevent stumbling upon unforeseen pitfalls we have decided to do a risk analysis covering the following major risk categories: Market risk, competitive risk, technology risk, product risk, execution risk and capitalization risk.
	When launching a service and product it is extremely important to not only know your market, but also understand it. For our initial version of our Pay to Play Platform (PPP), we plan to launch it as an add-on for Counter Strike: Source running on the Steam platform by Valve. This limits our target audience to PC gamers. VXGaming will not be able to work directly with software developers in order to develop our platform for the console market such as XBOX360 and PS3 until we succeed in the PC segment. A market risk we are then forced to dealing with is the possibility that PC Games continue to decline in popularity. This will hurt the amount of users we can obtain, profit and long-term sustainability of our software. An article on technewsworld.com by Walaika Haskins states that, “With the rise of advanced video game console lines such as Sony's PlayStation and Microsoft's Xbox, the PC-based game industry has lost a great deal of its market share since the late 1990s.” While there is nothing we can do to affect the market trends of PC Gaming on an overall basis, we can avoid this risk through our deployment approach. Instead of spending tens of millions of dollars on developing and marketing our own First Person Shooter; only to have it fail due to the decline in popularity of PC gaming, we are instead developing our software as a modification (mod) for CS: Source. According to Valve’s statistics page it is the most popular game on the Steam platform with up to 100,000 concurrent players (http://store.steampowered.com/stats/). Due the existing popularity of CS: Source and it’s loyal player-base, a further decrease in the popularity of PC Gaming is not very likely to impact us. Our goal is to capture 5% of the CS: S player-base within 3 months of launching the PPP platform. If we do not reach these goals it will be the action trigger our mitigation plan. Our mitigation plan consists of increased marketing of our product. We plan on accomplishing this through two methods. The first method is to market our product more aggressively. We will increase the amount of print ads in magazines, as well as banner ads on gaming related web pages. The second part of our plan is to give away $10 worth in virtual credits to each player that signs up for our service so that they will get a chance to try it out without spending any of their own money. They will not be able to directly cash out the $10, but they will be able to cash out any winnings earned while playing their “free money”. Finally, if CS: Source declines in popularity and we are not able to reach our target percentage after enacting our mitigation plan, our acceptance plan is to approach the game developers for console games directly and work out a licensing agreement with them for our platform. Our software will have been developed with portability in mind from the get-go so that we can eventually expand to the console market. When approaching the console developers we will use our CS: Source mod for the VXGaming platform as a proof of concept. This will demonstrate that we have a solid working product that only needs a bigger market base in order to succeed.
	Competition can be your best friend or your worst enemy. It all depends on how you handle it. One thing is for sure and that is that the end user always benefits from competition. Manufacturers strive to create better products than their competitors and compete amongst each other for the target market. As of November 2008, there is no software with the functionality of VXGaming’s PPP. VXGaming aims at being the first to release this cutting edge technology. However, a competitive risk that we foresee is that by our estimated release date (June 2010) another developer may have developed a similar product. While we cannot control what our potential competition is doing, we plan to avoid this risk by keeping a tight lid on our plans so that a rivaling software developer does not steal the concept before development starts. Once funding is in place and we start hiring staff we will have all staff sign a Non Disclosure Agreement (NDA) that will have legal ramifications on them if they talk to others about what they are working on at VXGaming’s studios. Our developers will also have to sign a Work for Hire agreement so that any code they develop during their employment period at VXGaming will belong to VXGaming LLC. They will also be required to sign a Non Compete Agreement preventing them from working on similar software at another software studio for up to 1 year after the end of their employment at VXGaming. Through these measures we will minimize risk of a competitor developing a similar product. However, if a competitor does develop a similar product we plan to mitigate the damage by developing a superior product through an intuitive user interface and better features than our competition. An example of a feature that will set our product apart from the competition is our EvenMatch™ matching system. It will automatically place players of similar skill in the same session so that the match is fun, exciting and competitive for everyone. Another advanced feature we plan on having in order to mitigate the damage caused by competition is an advanced profile webpage at http://www.vxgaming.com. Our users will not only be able to log in to check their account balance, but also view advanced statistics for each match they have ever played, as well as communicate with other players. Finally, if someone does develop a product that not only directly competes with ours, but is also superior in every way, our acceptance plan is to extensively analyze our competition in order to determine what makes their product more popular than ours. We will then take the data gathered and use it to improve our product. After improvements have been implemented we will then actively target our competitions’ user base and offer them incentives to try out platform instead.
	When dealing with technology, things breaking seem to be the law rather than the exception. During our initial rollout we plan to support up to 5,000 concurrent players. Each game server will support up to 32 players. Therefore we will at a minimum require approximately 160 servers. Our biggest technology risk is that our servers go down. There are a myriad of downsides that we face if our servers go down for any period of time; and they will all hurt us financially. If our servers are down, no one can play, and we don’t generate any revenue. Subscribers may also cancel their accounts or switch to a competing service. We will also have to deal with increased traffic on our tech support line from players calling us when not being able to log in. This is a risk we want to avoid at all costs, and luckily it is one we can do something about. We plan to avoid this risk through several methods. Our avoidance plan is enacted from day one of our launch. The three most common reasons for a server outage are: hardware failure, electrical failure (power outage/electrical fire), and network outage. In order to prevent hardware failure we plan on routinely upgrading critical components of our servers as they wear. The most common failure in a server environment is a hard drive going bad. In order to avoid this risk we will replace hard drives every 6 months. In order to mitigate the problem should a hard drive failure occur we will be running a RAID1 configuration. A RAID1 configuration mirrors two hard drives so that if one hard drive fails the server will continue to function. Our acceptance plan when a hard drive fails is to simply replace it, because we are running RAID1 no data will be lost and the faulty hard drive can be replaced without further implications (Kozierok, 2001). Our plan to avoid a network outage is two-fold and goes hand in hand with our plan to avoid electrical failure. In order to prevent network failures and electrical outages we plan on using well-established datacenters such as ThePlanet.com. They employ advanced techniques in order to prevent outages. These methods include, N+1 diesel power generator architecture, N+2 redundant data center HVAC systems and advanced fire suppression systems (http://www.theplanet.com/why-the-planet/data-center/, 2008). The backup generators will allow our servers to continue running indefinitely even in the case of a power outage. The redundant HVAC system will prevent servers from overheating and starting a fire, thereby mitigating any damage that would otherwise occur. Another step taken in order to mitigate damage should a network failure occur is to do our initial rollout with 200 servers instead of the 160 we determined was required in order to support 10,000 concurrent users. The servers will be geographically distributed among four data centers in the United States. Therefore even if a network outage or electrical failure occurs at one of the datacenters, we will still have 150 servers up and running and the end user will not even notice that we are experiencing technical difficulties. Should we for any reason experience failures at multiple datacenters at one time our plan is to keep our customers up to date on the difficulties we are experiencing, as well as providing an estimated time for when everything will be back to normal operations, while our datacenter engineers work on resolving the problem. The action trigger for the acceptance plan is when a technical failure causes us to reach our server capacity limit. We believe that if customer downtime is unpreventable, then solid and clear communication is the best way to keep them at bay.
	A major product risk that we face is that people reverse engineer our software in order to develop third party software that enables them to cheat in our game. This would not only be unfair to other gamers, but financial theft as they are playing for real money in our skilled gaming environment. In order to avoid this risk we aim at making our game as hack proof as possible. By developing the VXGaming software as a mod for CS:S that runs on the Steam Platform we are automatically protected from common cheats by the Valve Anti Cheat Engine 2 (VAC2). In order to play any game on the Steam platform you need a Steam account. If VAC2 determines that you are using a cheat on a protected service your account is permanently banned and you will have to go to the store and buy a new copy of the game. (https://support.steampowered.com/kb_article.php?p_faqid=370). The financial impact of this will discourage most from players from cheating. If someone however does develop a cheat that is not detected by VAC2 our mitigation plan is to reduce the damage by analyzing our logs for suspicious behavior. If a cheating player is found, the cheat they used will be reported to Valve so that detection routines can be added for it in VAC2. We will also transfer any virtual funds won by the cheating player back to the players they were won from. Finally, our primary acceptance plan if we have cheating players that attempt to defraud other players is to take legal action in order to set a precedent and send a message that this behavior is not tolerated. Our secondary acceptance plan if cheating continues to be a prevalent problem is to migrate from the PC market over to the console market where cheating is much harder to do.
	An execution risk that we face is that we hire incompetent developers. Implications we face should this risk occur is a low Earned Value on our development budget resulting in a low Cost Performance Index, a buggy end product and failure to develop a solid product for the end consumer. In order to avoid this risk we have strict criteria for who we decide to hire. We require that our C++ programmers have at least three years experience in the field working for a software development company. This should ensure that they have the necessary experience required to complete the programming tasks that we demand of them. Each applicant for a programmer position will also be required to take a practical programming test. The programmers will also have to take a personality test in order to determine whether or not they work well in a team environment. If they do not work well in a team environment or a lacking in people skills we will not hire them. Their previous employer, as well as other references listed by the applicant will also be contacted in order to get feedback on their previous performance. Should we hire someone and it turns out they are incompetent we plan to mitigate the issue by rectifying it. If they are lacking programming knowledge for a specific task another programmer will show them how to do it. If they are having problems getting along with the other employees, but their programming skills makes them valuable to the company we will issue the employee a warning and have them read How to make friends and influence people by Dale Carnegie. This will hopefully help them understand the importance of being able to get along with others. If we realize we have hired an incompetent employee and our mitigation plan fails we will enact the acceptance plan. The acceptance plan is to fire the employee in question and hire a replacement. Before interviewing for the replacement we will revisit our interview routines to see if improvements can be made in order to prevent this risk from occurring again.
	The final risk we have assessed is the capitalization risk that an investor backs out during our development phase. Should this happen and we do not have the proper risk action plan in place it could halt development, prevent us from paying salaries and cause financial turmoil. In order to avoid any investor backing out we plan on keeping each of our investors up to date during the period of our development cycle, letting them know our actual progress compared to planned progress, as well as keeping them updated on any changes to our cost, schedule or scope of our project on a weekly basis. This will hopefully keep our investors happy and prevent them from backing out of the project. Each investor will also be required to present at least 25% of the funds they are investing upfront as a non-refundable deposit. Should an investor back out the damage will be mitigated because we have 20% of our funds set aside for contingencies. This will help pay employee salaries until a replacement investor is found. If an investor does back out our acceptance plan is to shop our concept around to other investors in order to find a replacement. We also plan to do an in-depth analysis as to why the investor backed out so that it can be prevented in the future.
	In conclusion there are many risks VXGaming LLC can experience. We have the market risk that PC Games decline in popularity. There will always be a chance that a competitor launches a similar product. A technical failure can occur with our technology. We face the risk of malicious gamers ruining the experience for others. During our product development cycle we are not only risk that investor backs out, but also that we hire the wrong people for the job. Through proper risk assessment and planning, a pro-active rather than a passive approach, these risks can be avoided, mitigated or in the worst case accepted with minimal harm done.
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