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UK creative industries can lead in Al production but must think beyond incremental productivity

Continued UK leadership in content creation requires an Al reboot of tools and services

Use of Al tools can reverse content production outflows to cheaper low-cost territories

Specialisation in Al in all creative sectors will incubate and retain UK talent long term

AI-powered music production is underway, with under 35s leading in its use
AI will reboot UK game developer efficiency, helping spur new investment

Al in video production feeds insatiable UK UGC demand and will support more creators

Al eases pain points for marketers, especially SMEs, with deployments already live
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Executive summary: UK content creation industry must “Al reboot” its products and services

The UK content creation industry must reboot its thinking and approach on AI, moving beyond focus on incremental productivity gains through integration in existing tools,
instead developing new products based on globally available LLMs, and new bespoke Al centric applications utilising UK private date sets. AI’s power to reconfigure existing
creation pipelines and processes requires investment, and a more assertive leadership position, particularly with so many LLMs being developed outside the UK. Faster execution
speed will be required, along with with an increase in developing and retaining Al specialist talent.

The UK still needs to aggressively influence and insert itself into the rollout of Al across multiple frontiers, as generative Al still has years of development work ahead of it:
models will get more efficient, datacentres are being scaled at a breathtaking rate, and big tech players are jostling for position. Integration of new tools in content creation and
business practices is an area for UK expertise and leadership, as global competition is keen to displace the UK’s historic leading role, but the longer-term prize remains
reinvention of end-to-end content production categories while still reflecting UK tastes and creative intent: game development, animation and video production to start.

Ai-based productivity gains won’t be a wholesale replacement of human capital but an augmentation of existing talent, improving quality and speed, and reducing the need for
iteration and testing. The cost implications will be profound, providing increased investment headroom for new content development and experiences, For the UK market this is
particularly important: it could slow and potentially reverse continued offshoring and outsourcing of creative production to lower cost markets. At a minimum, transformed and
streamlined production processes will assist in reducing costs, speed up production, and assist in allocating capital more efficiently.

Video content production is a primary target for Al models, where user generated content (UGC) supports thousands of UK creators. While fully Al-rendered video (ideally via
voice or text prompts) will feed Instagram, TikTok, and YouTube’s need for video content, professional video has requirements that are yet to be met by leading models. The
components of video production such as 3D environments and animation are more promising targets: delivering higher quality, lower cost inputs to more creators will be the
defining transformation in the short term

The UK games industry could redefine its productivity and cost issues with Al integration across all points of the production pipeline. Al will provide opportunity to recalibrate
costs in game development at every level—its usage will permeate from the games industry through to other content sectors. The advances in sophisticated character
development, virtual environments, and dynamic responses will make higher quality game experiences more accessible to more players, an area where UK game design
leadership has always excelled

Marketing, with its insatiable demand for copy and creative assets, is a match made in heaven for AI, especially for SMEs. Advertisers follow audiences, so as well as brand
websites and glossy images, marketers will need to produce branded 3D assets or interactive experiences, as usage continues to shift to interactive entertainment. Al can already
provide usable ad creative off the shelf—it can help smaller advertisers overcome their resource constraints, and its use in advertising is less controversial than in the
production of primary media such as films

The metaverse, particularly large-scale immersive experiences, will require substantial use of Al to achieve scale and reduce friction, building out new products and
experiences that will not be possible without procedural Al-generated content. The combined reduction in cost along with the volume increase in the production pipeline will
make metaverse experiences more appealing and interesting, engaging the audience and driving growth
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UK content creation industries

The content creation industries generated
over £11 billion in sales and supported almost
2.3 million jobs in the UK in 2023

, Music
Video
- Revenues are up 10% in 2023, 2.5x £ 2, 2, an

2014 levels

- SVOD revenues were up 12.8% to £4.4
billion in 2023, and up 75% since
pandemic 2020

Games

- The GVA of computer games is up
£458% since 2010, far outstripping
equivalent growth in the broader UK
economy

- Games is the most mature digital
content industry, with 90% of
revenues digital

Music

- Music sales of £2.2 billion in 2023
have matched the record set in 2001

- Subscription streaming is up 9.8% to
an all-time-high of £1.87 billion

[Source: ERA]
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Al is impacting all creative sectors, with music, gaming and advertising advanced in the UK
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UK creatives and users will draw on Al in new metaverse experiences

Content creation UGC Brands Delivery Matching Communication

.‘Q‘.

O
N

Al and machine learning (ML) encompass a wide range of applications, giving creatives powerful new tools and making fresh user experiences possible within the
emerging metaverse landscape:

Content creation: Al can supercharge productivity in content creation across different formats and media, including metaverse-native virtual environments, digital
assets and interactive experiences

UGC: few people are true content creators today. Al tools won’t make everyone a creator, but they will improve and expand what is possible for an individual, by
making creation of rich media such as virtual environments accessible to those without deep technical knowledge—and speeding up the ability to experiment and
iterate for those who do. Music is a prominent area where young people in the UK are excited about using Al to create, rather than having to master existing software,
which is often clunky and highly manual

Brands: the metaverse will add to the wide range of formats that brands now use to advertise and interact with customers—new tools designed to produce ad copy
with perfect brand accuracy will enable faster AI-to-advertising workflows and automation

Delivery: machine learning can enhance technical aspects such as compression algorithms for streaming high-fidelity 3D environments, optimising optics for
headsets, and improving chip architecture. Al could simplify interactions with blockchain technology, making it more user-friendly. Systems involving transactions,
such as wallets, must achieve high reliability and accuracy

Matching: Al-driven recommendation engines can personalise user experiences by suggesting relevant content, connections, and activities within the metaverse—a
complex task when dealing with enormous data sets and diverse experience types

Communication: AI-powered tools can facilitate communication through real-time translation, personalised predictive text, and autonomous avatars that can
interact and respond dynamically, enhancing user engagement and accessibility

This report covers the issues and opportunities around using Al to aid content creation across a selection of media, within existing distribution pipelines, and also in
metaverse environments.
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Generative Al: race for affordable quality as capex booms

- How will gen Al capabilities advance? Breakthroughs in model efficiency and sustained investment in compute
at the top of the supply chain give cause for optimism that the progress of leading-edge models like GPT-5,
Gemini and Claude will continue at a rapid pace thanks to scale factors, and then cascade down to end users

+ Could a correction occur? Despite impressive advances, the rollout of gen Al features has disappointed
compared to the optimistic timelines proposed over the last two years, due in part to the friction of integrating
with existing supply chains and business processes. The long-term trajectory of Al is still transformative, and
the real question is how quickly high-quality AI can be made available to the mass market. One outstanding
question will be whether localisation needs to go beyond simple translation

« AI’s fundamentals remain computing power and data: scale is (almost) everything. Few companies have the
technology, data access, talent and deployable capital to play at the highest levels. The Al land grab has been
intense, and bottlenecks are emerging. The capex of big tech companies is booming. For now, they have ways of
using that compute to sell cloud services or better serve advertising, but there will be a point where the sheer
amount of power required to train new models will require truly transformational Al to justify the outlay. While
synthetic data has proven to be effective to train new models, even electricity generation could be a long-term
constraint, with tech companies now investing in nuclear power

« Better-quality models are generally more expensive to run, slowing the spread of advances at the top to the
mass market. OpenAl recently managed to halve the cost of inference on GPT-40 compared to GPT-4 Turbo.
Cost and latency improvements push more and more applications into the realm of economic viability

- We will also see a range of innovations to maximise the value of Al models. Dynamic compute, expert models,
‘overtraining’, and retrievable memory could improve capabilities without the extra need for data or compute

« Technical improvements will flow into generative AI’s uses in creative production or the product itself:
—  Gen Al could become a core capability and feature of modern games and metaverse experiences
—  Bigtech will popularise gen Al through their mass-market surfaces, from B2B to YouTube

- Users may choose to deploy Al ‘agents’ in virtual settings

AI deployments by Oxford-based Charisma.ai

The promise: interactive conversational learning

The reality: basic chats follow a script with some
improvisation to maintain accuracy and safety
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UK media are cautious, but have increased their deployments of Al

UK creative industries lead the way on Al adoption across many sectors, while remaining vigilant on risks. View of Al as threat/opportunity for creative industries

+ The UK games industry is the largest in Europe, with Al being used to help deliver faster, cheaper and 100%

more complete demonstration content to attract investment, and reduce the need for offshoring 90%
80%
* Young UK artists are enthusiastic about using AI to improve their use of music software, smoothing out -0,
the clunkier and more manual aspects of traditional creation tools such as BandLab 60%

o,
* The UK’s AV sector is a hub of production innovation, with the BBC recently trialling a conversational Al 5207
learning tool and immersive concerts combining leading video/music expertise with Improbable’s 13*00;
(o]
virtual environment platform, while UK startups such as Haiper Al are leading on Al video generation 0%
+ UK ad agencies are using gen Al to improve productivity and deliver more effective iterations at scale. 10%
0%

« UK news publishers are experimenting with Al for newsgathering (such as to classify large datasets), or

Artist Author Healthcare Photographer Publisher
some content suggestions and editing—new product offerings are at much earlier stages of trials

mOverall threat  mOverall opportunity ~ mAbit of both

After an initial bout of excitement, leaders of creative industry incumbents have become more cautious. [Source: Enders Analysis, CLA)
Creative leaders Have you used Al tools or platforms in your work?
[o)
« ...don’t want value from their IP holdings extracted without getting a share of the proceeds 100% % . e
5 o 120/0 130/0
+ ..don’t want to compete on a tech footing—they will be outcompeted by tech companies even faster 80% o 7%
14%
- ..are concerned about liability, such as if Al output infringes on copyright 60% 4.0% o5
61% 0
The approach now is cautious, with differences by sector. The New Study on Al in the Media Industry by 40% 42%
Enders Analysis, Arthur D Little and Bertelsmann found book publishing was holding back and marketing o
moving fastest. Uses include storyboarding, editing, and localisation, rather than core content production. 207 36% 7% o 25%
(o} 16%

The UK government is consulting on Al and IP, proposing a copyright exemption for data mining. Content 0%

owners are opposed, as it would weaken their rights. But the status quo is not ideal: IP owners are scraped Artist _ Author Healthcafi Ph_OtOgraPher Publisher
extensively, with little practical recourse. Ideally the consultation will result in clarity and simpler ways to W Yes - many times Yes - afew times
both enforce copyright and do licensing deals, and not a naive stance that scraping is allowed by default Yes - only once No - butIplan to

pyrig g ) ping v : ENo - andI don't wantto mUnsure [Source: Enders Analysis, CLA]
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UGC supports thousands of UK digital creators...Al will grow the sector further

+ The recent, enormous expansion of the creator class has been assisted by several * The metaverse represents a challenge for UGC, as creating interactive 3D
factors: reduced production and distribution costs, access to global audiences, and experiences has a high skill barrier. Cracking metaverse UGC will boost the sector,

the rise of creator targeted platforms

scaling content, heightening engagement and building an open content economy

* This has led to a substantial economy of small and solo content creators. Sizing itis « Ininteractive entertainment, the creator class has already expanded to include
difficult; creators monetise through advertising, direct payments, and brand modders and independent developers, and games-as-platforms with built-in

partnerships, and many creators don’t monetise or even aspire to

creator environments are the interactive success story of the past decade

* Inmany media, the division between creators and established media companieshas . a1 promises a substantial benefit for the creator class, through better and simpler

blurred. S{ouTul?e channels have grown organicglly from one creator in a bedroom creator tools. It will widen access, most of all in areas which still have technical

to operations with permanent staff and professional production workflows. Oxford barriers to entry, such as interactive 3D experiences. However, most non-creators

Economics estimates that 15,000 YouTube creators in the UK employ other people aren’t waiting for the right tool; they simply don’t want to make content. The main

to work on their channels, such as Amelia Dimoldenberg (“Chicken Shop Date”) effect of Al will be to increase output and improve quality from the current creator
« Most people will never become creators. The key difference now is that anyone who class. Higher output will also increase the value of curation and recommendation

wants to create can. Minimal resources such as internet access, literacy, free time,

and certain political freedoms are still required

« Over $10 billion—annual payout from
YouTube to creators, media companies
and record labels

« Over 40,000—FTEs in the UK
supported by YouTube’s ecosystem

« Over £5 billion—annual spend by
OnlyFans users

« Over $100 million—annual direct
payments to Patreon creators

- Fortnite’s top 50 creators earn over
$1m per year, the top 5 over $10m

# The Metaverse Society
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Al video tools are rolling out with UK startups standing out

Haiper video generation
« Productivity and cost improvements are sorely needed in video production, which has seen a crunch in areas
like VFX, CG artistry and animation

« Al-powered production is the obvious prize, and there has been rapid development of multi-modal Al
models in the past two years, capable of video generation from natural language, image, and video prompts.
OpenAl’s text-to-video model Sora raised the bar in February 2024. Its videos were more realistic than
previous Al-generated video. Sora can produce videos up to a minute long, with 1080p quality. Google
announced its model Veo with apparently similar capabilities in May 2024. Both OpenAlI and Google have
opened up their models for trials by select production company partners (neither has had a wider release)

 Haiper Al is a London-based Al startup specialising in video generation technology. It was founded in 2021
by former Google DeepMind’s CEO and CTO, and launched with $13.8 million in seed funding in March 2024

« Haiper's core offering is a gen Al model that creates video clips based on user prompts. The company's latest
model, Haiper 2.0, is based on a DiT architecture, combining diffusion and transformer neural network ) .
designs. This model generates clips faster and with more realistic results than its predecessor. What sets Lip-synced dubbing from Flawless Al
Haiper apart is the combination of its capabilities with a freemium model: the leading video gen models are
not even available to paying customers, and other tools with a free tier are less advanced

- Professional video production is another matter. Studios are proceeding cautiously:
— Quality is not yet high enough for deployment in premium video projects

— Current implementations do not give producers the level of fine-grained control they require. The
linear prompt-generate-assess-reprompt loop is not efficient, especially as generation is compute-
intensive

- Liability for the IP supply chain and ownership of outputs are not yet settled

«  We will first see productivity gains elsewhere in the supply chain. AI-powered post-production localisation
and editing are already being trialled, limiting the need for reshoots and ADR records. Volume backdrops
could be generated and edited using AlI, and tools are already being rolled out for editing recorded footage.
Studios are looking to buy or build tools that efficiently fit into existing production workflows
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MAX-R: UK-leading technology combines video and music for impressive VR shows

Bridging content genres, a new UK led demo combines live video with a virtual music show that users can join
through VR headsets for enhanced immersion, with new interactive features planned for future trials. These tests,
though in their early stages, set the scene for the promise of VR with tentpole concerts in a similar league to
‘pitchside’ sports viewing as a key potential selling point for the technology

The BBC’s R&D department has collaborated with an EU consortium of eleven partners from five countries to create

MAX-R, a technology that uses volumetric video capture to record performances, such as music shows, for
immersive viewing in 3D environments. This method uses multiple cameras to film performers from various angles

MAX-R aims to create the illusion that the performer is physically present within the user’s environment. While
the system uses video billboards on 2D planes, the performer is filmed from multiple angles, allowing the
perspective to adjust as the viewer moves (top left image). This technique offers a more realistic and engaging
experience than passive video viewing, though it works best with single performers in constant lighting

Specialised calibration software was developed to match points in the video footage to known points in the 3D
model of the performance space. This allows the system to determine the camera’s position and field of view,
ensuring that the video accurately reflects the correct viewing angles within the 3D world

In April, the BBC’s team conducted a technical trial, with Improbable as project partner hosting the 3D
environment for the trial. The team used a multi-camera setup to stream live music performances from four artists

(Badliana, KYDN, New Wounds, and TWST) in a test environment in Unreal Engine, which was chosen for its
compatibility with platforms like Improbable’s metaverse. Test users joined the virtual event online and could

move around the environment as avatars while watching and listening to the performers (see Improbable’s test
environment to the bottom left)

The BBC is planning to enhance capture and streaming for smoother camera transitions. It will also develop a 3D
environment with interactive features for further trials of live immersive music events. The use of broadcast
cameras as part of MAX-R may enable capture of a larger number of performers, with more complex lighting. Such
a method could on the downside reduce the 3D feeling and limit the range of viewpoints, and so work closer to an
enhanced stream than a fully interactive and immersive experience

# The Metaverse Society
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The UK music sector is an incubation powerhouse....

The UK holds a unique place at the forefront of music and technology in the modern era, with a father of AI, Alan
Turing, creating the world’s first computer music in 1951. This signalled a defining moment in the relationship between
music and technology, as continued innovation in production software has acted to radically democratise production
for DIY creators. Al integration will enable artists to experiment more effectively, but will not replace the human touch,
the interaction between vision, technical knowledge, sound, and emotion that guides great music.

British Al music innovators are crowded out by wider industry destabilisation at the hands of generative Al LifeScore
Music attracted $14 million in Series A funding, and with its Al platform aims to redefine composition from existing,
authentic, creator ‘cells’. Its collaboration with WMG to create Lo-fi Tracks from Latin hits is another signal of growing
collaboration between majors and Al start-ups. However, the development of the majors suing Al start-ups Suno and
Udio for infringement is indicative of prevailing friction.

In professionally recorded music, Al is enhancing existing production techniques for UK creators. According to the UK
Musician census 2023 almost half of UK professional musicians are struggling financially; Al production technologies
including affordable mastering solutions will be a crutch for professionals and DIY musicians alike.

Compelling features are evolving from from DeepMind’s innovations, including creative tools in the form of live text
prompts to build tracks. Al has a potential role in the creative process for grassroots innovators in the UK scene.

Despite clear benefits to the UK musician ecosystem, Al music is still in its infancy, and many of the pressing
questions remain to be answered:

+ Should professional musicians be worried by the potential of AI music supplanting theirs in online listening habits?
 Are musicians able to access and understand how models can, or have, accessed their works to train models?

« Who owns Al-generated music? How much human input is needed to establish ownership?

+ Which facets of existing works should be protected against Al-enabled reproduction (e.g. an artist’s voice)?

» Does Al music pose a threat to the label/streaming status quo and how should platforms intervene to protect artist
talent? Labels are already concerned about their share of listening on Spotify due to fraud and “non music”. What is
the risk for UK musicians being caught in the cross-fire between labels, DSPs and Al music distribution tools?

Alan Turing, the creator of computer music

Ditto Music Al mastering

# The Metaverse Society
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...with young UK musicians rapidly adopting Al

The UK punches above its weight in recorded music: the UK remains the 3rd music market globally,
behind the USA and Japan, and earlier this year Spotify revealed that 75% of the £750 million royalties
generated by UK artists in 2023 were from listeners outside the UK

UK artists under the age of 35 make up almost a third of all UK musicians (Help Musicians— Musicians’

Census): music creation and listening has typically been concentrated in younger age demographics,
with music streaming reach amongst the 15-34 age group remaining steady at 75% (IPA Touchpoints)
while 80% of young people report listening to music in the last week (Youth Music: Song Report 2024).
Music listening exploration tends to recede with age and be more focused on old favourites

Younger UK artists are especially open to using generative Al to enhance the music creation process—
these are the artists who will bring change in the coming years. Digital forms of music creation are on
the rise amongst younger audiences: Youth Music reported that almost two-thirds of surveyed young
creatives use Al to assist in the creative processes in music making in 2024

English language vocals and Al model training

Dominant tools will likely prioritise English language music in the near term, with roughly 80% of the
top 100 most streamed artists on Spotify singing or rapping in English. Early pilots reaffirm English
language prioritisation: all of the acts that were promoted on YouTube’s Dream Track release in late
2023 were English language artists. This is likely to serve and reinforce the UK and North American
markets in the early stages of mass-distributed Al music creation, making English vocal sampling the
most sophisticated for users seeking to create with their favourite artist voices

In the longer term this will likely subside: English markets no longer have overriding dominance in
global streaming consumption trends, with DSPs like Spotify priding themselves on serving local tastes
and listening habits. While English language artists overwhelmingly populate the streaming elite; non-
English language artists are better represented further down the list, and native artists often
predominate within the top 10 of their local markets. Artists Lauv and Kevin Woo’s use of Hooky, an Al
generation platform, to release a Korean-language version of Lauv’s 'Love U Like That’ is evidence that
it is only a matter of time before various language sampling is democratised for wider creation

Young musicians are enthusiastic about Al

Most streamed artists on Spotify, all time (%)

English language Other language artists
artists

Note: Recorded in Q4 2024.
[Source: ChartMasters, Enders Analysis]
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UGC AI music steps forward amid licensing controversy

. . . . o o Google’s MusicFX DJ
UGC is ripe for Al music disruption. Ten million people uploaded songs to Spotify in 2023, out of 600 million

users—most online users won’t bother to until it becomes as easy as writing or clicking through a few prompts.

On UGC platforms like YouTube and TikTok, music has mainly been licensed as-is, or in the form of short clips. {
As Al music develops, labels will challenge any use that dilutes this key source of industry revenues, certainly
any future where music looks like video, where large amounts of user time is spent with UGC.

YouTube

* YouTube’s attitude to Al music will be determinative. Songs represent YouTube’s most popular search topic,
and according to Kantar, YouTube Music outpaced Spotify as the music streaming service with the most new
users across tracked leading music markets in Q2 2024 (US, UK, Germany, France, Spain, Australia)

+ Following Google’s launch of its advanced music generation AI mode—Lyria—in late 2023, Google and
YouTube have continued to expand AI-music tools throughout 2024. YouTube’s Dream Track has now been \
rolled out to all US creators. Google also recently announced updates to its ‘MusicFX DJ’, introducing brand

new music for creators to combine musical styles and text prompts

» YouTube is attempting to deepen its ties with major creators through specific licensing negotiations with the
major labels, gaining access to a collection of artist discographies to train models with. Google’s SynthID, an
Al generated song-tagging software, is a positive step for Google’s industry relations. Artist scepticism of
training AI with their catalogues remains prevalent, with a great deal of water to bridge on copyright

Metaverse

* Music was the sector (outside gaming) that moved fastest to develop metaverse applications, with virtual
concerts and themed experiences on proto-metaverses like Fortnite and Roblox attracting millions of fans.
Al will expand what is possible for users to create in seconds, at the touch of a button or with simple dialogue.
As metaverse presence becomes richer, music will be an important furnishing for some experiences and
primary activity in other cases. Al could enable virtual artists to adapt their “performance” to user actions
and preferences in real time. Al will be able to create adaptive incidental music in situations where
professional music enjoyment and music creation are not primary goals
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Background music comes to the fore as the metaverse expands its creative possibilities

Al could substitute background music (BGM)

As models continue to advance, we will reach a point where AI can Retall &
generate backing music on the fly, reactive to specific scenarios, pub]lc
negating the need for a music performance license at all

This could be an issue for music publishing and performance
rightsholders, should it cannibalise licensing revenues. The flood of
amateur-uploaded music is already here. But what if Spotify’s AI DJ
began inserting Al-generated songs into the mix? Licensing into Al
models will be more complicated and less lucrative than licensing
catalogue to platforms

In January 2024, PRS for Music announced its Al principles after it
found that 74% of surveyed members expressed concerns around Al .
music competing with human-made compositions: Streamlng

— Ensuring creators are paid and credited where works are used
— The right to decide whether works are used
— Transparency, e.g. the labelling of Al-generated content

— Global cooperation for an enforceable regulatory framework

AI-enhanced music will be prominent in the metaverse

Metaverse concerts can be enhanced as Al modifies the setlist and
even the delivery of the tracks in tune with audience reactions

Creators will want to easily select and then fine-tune BGM to fitor  [\[etaverse
subvert their experiences using natural language prompts

Music that reacts on the fly will be a crucial aspect of metaverse
events that prioritise participants’ agency over predictability

Shortform

# The Metaverse Society
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Gen Al can predominate in no-budget and low-budget, and enhance the rest
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Marketing and AlI: UK agencies are leading a transition to brand-accurate Al creative

Al promises a large impact on the marketing sector, first through improved productivity
and eventually through new approaches to how spend is allocated and judged. High-touch,
Al-powered activations have caught attention, but they are a bit of a sideshow.

Marketing has an insatiable need for generic copy and glossy imagery. In addition, new
surfaces call for branded 3D assets or interactive experiences, outside most corporate
comfort zones.

However, big brands are cautious: the fuzziness of image generation is not compatible with
the strict guidelines for brands, so naive deployments are being avoided. Backdrops are one
thing, but a bag of crisps in an ad can’t look a bit like Walkers; it has to match exactly.

UK agencies are leading the drive to solve this problem. WPP has committed to spending
£250 million per year in support of Al It has partnered with NVIDIA to build Production
Studio, based on a content engine that combines 3D tools. The agency can integrate
generative Al with libraries of product models to produce brand-accurate creative variations
at high volume; impossible or expensive scenes; or interactive product configurators for
users to play with. WPP has built a custom production tool for Coca-Cola’s StudioX.

VCCP launched a London-based Al creative agency and R&D lab, faith, in 2023 —partnering
with two UK universities on research. faith has built generative Al marketing tools for 02
that are purpose-designed to ensure consistency of brand assets. These include a ‘Bubl
Generator’ that uses a fine-tuned model to output accurate imagery of the brand’s character
Bubl.

faith is also exploring generative Al video: one experiment for its own brand found that a lot
of human craft and resource was needed for quality output, but that it nonetheless reduced
costs by 85% compared to traditional animation methods.

Outside core creative production M&C Saatchi has tested synthetic focus groups as a way of
bringing down the research costs that can be substantial for larger pitches—there will be
many such efficiencies across the marketing value chain.

[Source: WPP, Coca-Cola, faith, O2]
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UK news publishers want to seize Al opportunities responsibly

The world-leading UK news industry is grappling with how to seize the much-needed cost and revenue
opportunities of Al without undermining the trust and editorial judgement that they rely on. All UK news
publishers have established generative Al policies, whether that is setting standards for staff use of tools,
running internal experiments, launching toe-in-the water trials, or deploying tools widely. There are
promising developments, mostly in the form of efficiencies, in:

Newsquest hiring Al-assisted reporters

- Newsgathering: publishers like the BBC and FT are experimenting with generative Al to categorise
large datasets to enable new coverage. Smaller newsrooms are building newsgathering systems that
had been been too expensive for them to trial. Newsquest has expanded its Al-ready journalist
workforce and deployed tools across its titles, e.g. a freedom of information bot that can submit FOI
requests and identify newsworthy responses

- Supplemental content creation: generative Al can be used for headline suggestions, summarisation,
editing, format expansion (such as audio and translation)

For more wholesale content creation, a publisher’s approach depends on its business model. Generative
AT will be of more assistance to ad-funded publishers who need scale (and often rote) content than to
publishers whose draw to readers is more considered high-quality investigations and thought pieces.

New product offerings are in the much earlier stages. Several international titles have launched publisher
chat bots; in the UK, Future has tested this with its specialist title Tom’s Hardware. Reader demand for
this kind of product is unclear, but the work done to develop it (like the creation of a RAG system to work
through publisher archives) can be used to power other improvements to internal processes or, on the
reader-facing side, to websites.

Generative Al allows more kinds of tasks to be automated than previous rules-based machine learning,
but in a context like news production the risk of hallucination means it also requires more oversight,

which can affect the scalability of certain uses for any publisher.

[Source: journalism.co.uk]

There are commercial risks to overdoing it with generative Al, particularly with content creation. Human

journalistic judgment is essential to ensure trust in outputs, avoid hallucination slipping in, and to ensure
that publisher content remains distinctive in a saturated online information ecosystem.
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The UK games industry can become a global Al leader with a focus on efficiency and creativity

With its long history, vibrancy and diversity, the UK games industry, still the largest in Europe, can be expected to take
a leading role in the use and development of AI models at every point in the game production process. This is in
addition to the creation of games that will use Al as a core component of their design, and their ongoing management.
From productivity improvements and efficiencies, through to new game models, the UK will still need to embrace as
well as shape Al integration at all levels to maintain its role as global hub for game talent and development. The effects
however are likely to be extraordinary—particularly in developing a pipeline of of highly skilled Al savvy engineering
and creative talent direct into the industry

Systemic advantages lie in the UK’s integrated approach to developing gaming talent and technology solutions,
particularly through the tertiary education system, assistance from trade groups such as TIGA, as well as UK
government policy steering focused on high tech industries and export assistance. A focus on Al at all points within
that chain is now underway, with applied research a key opportunity as well as a priority given the global nature of the
Al development race

The UK industry has two key production challenges that Al will transform in the short term. Firstly, faster, cheaper and
more complete delivery of demonstration content (up to vertical slice) that can attract inward investment. Given the
UK’s higher production costs to the rest of Europe this could be transformative for studios of all sizes

Secondly, but also complementarily, Al will reduce the requirement for extensive offshore outsourcing of volume
creation of digital art assets, reversing a trend of utilising large low-cost work forces, especially in Asia. It will result in
specialised art talent, as an example, remaining and growing in the UK. Similar efficiencies will also occur in quality
assurance, test and localisation. Longer term, as Al tools improve, it will also extend to other creative areas such as
sound design and voice talent. In this context Al-powered development could provide UK game developers with near
term financial benefits, keeping more of their development budgets in the UK, reducing outsourcing overheads, and
retaining specialised talent in the country

Creativity fostered by years of experience in game development remains the UK’s greatest opportunity to leapfrog
emerging game development hubs. New game designs and format, with Al at their core, designed to appeal to broad
global audiences, will require UK game designers to embrace and improve Al, and be remunerated for it. Even with
strong global demand for Al talent, the dividends for investment in Al expertise are increasingly apparent
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Al promises a radical overhaul of game experiences

Improved Al-powered characters

Better visual fidelity and speech characteristics, and improved responsiveness and
interaction modes. Able to respond and change as game play evolves

Dynamic response to different players

Games rebalance and adapt to player decisions and inputs, providing more targeted
response to individual players and expanding narrative options

Improved economy and asset management

Al assists players in utilising UGC and blockchain assets in-game, reducing friction
while safeguarding the overall economic model of the game

Effective guardrails for safety

Improved anti-cheat and brand controls combined with age-appropriate safety rules,
where required, increase attractiveness for IP franchises

Better multiplayer and cross play

Large scale game environments with thousands of players appear seamless with real
time language translation and simultaneous multi-platform access
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The games industry: AI will impact production more extensively
than any other content genre

* The history of video games has always been a narrative of perceived computer intelligence, with
adversaries and game play powered by an invisible, simulated intelligence, but in reality scripted or
operating within tightly defined rules-based boundaries. Implementations of non-player characters,
that made games seem richer and more complex, are a similar conceit that added thousands of
permutations to games. Given that context, and the limitations it presents, Al integration is a natural,
even necessary fit to deliver new generation game experiences that challenge and excite the gamer
audience. That relationship is about to be redefined through the application of Al models across more
elements of the game development stack than in the production of any other entertainment genre

Al tools will alter production of characters, environments, and gameplay while improving scale and
speed efficiencies across the entire production pipeline, bringing games to market faster and at lower
cost. It will overhaul traditional processes of game software production at both the creative and
engineering levels, for developers of all sizes. the architecture of game design and development
assisted by Al-powered game engines (e.g. Unreal or Unity) as well as game platforms such as Roblox
and Fortnite that will utilise AI-powered guardrails more extensively in the coming years

+ But in games, uniquely, Al will not only be a production tool but also be embedded within the creative
product itself. An Al model will at some point itself be a core part of the game experience (and there
have already been some small-scale experiments to this end)

+ ATwill also have a production levelling impact that is likely to help the economics of the industry
overall by breaking down the silos that have long existed between platform types: mobile, console, PC,
and online live games. While game engines are already providing a stable building block for games to
be published on multiple platforms, Al enhancements will reduce the quality assurance requirements
associated with supporting complex combinations of platforms, device types, controller inputs and
network configurations. This ultimately should enable games to reach more players at less cost
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UGC content and blockchain assets will become easier to manage, improving their appeal

UGC will benefit from easier creation and insertion into game environments with AI-powered natural
voice and text based coding, but with robust safety parameters around content development and usage.
For brands operating inside metaverse online game environments, demonstrated by Lego and and
increasingly by major non-game brands such as Walmart, brand-specific Al models will be able to monitor
and enforce complex usage requirements, preventing nefarious use cases more successfully

Integration of blockchain-backed digital assets, allowing import and export of items that can be used in
game play and are owned by the gamer, will be assisted by Al agents that reduce friction and complexity
across the experience. Improving the ease of wallet management remains a priority, along with techniques
to manage on-chain events, but the use of Al guardrails in-game may be most useful. With Al bots that can
dynamically respond both to in-game scenarios, as well availability of assets outside of the game in ‘asset
marketplaces’, the appeal of Web3 game assets will improve

The impact of Al will inevitably be ‘behind the scenes’ in the context of Web3—a huge selling point for
game developers and gamers alike. Improvements are occurring at such a rapid rate that already the end of
202/ looks quite different to the start, with Web3 implementations in-game being continuously
overhauled and improved. NFL Rivals, made by Mythical Games, part of a broad universe of Web3 game
developers across the sports space, has dramatically changed the speeds and usability of its Web3
marketplace, now reaching over 6 million players, or 25% of the EA Madden NFL universe, and only in its
second season. Sports games continue to be at the forefront of Web3 gaming—combining fandom and
collectibles and proving a growth trajectory for new forms of game marketplaces

While these implementations occur, the noisy and distracting complaints from the core gamer
community—those passionate hard-core fans that often rail against progress of the industry including the
use of Al-should be contextualised with what the future may look like for key franchises. With Al
powering better high quality game experiences, integrated at multiple points throughout production and
active gameplay, it will be impossible to differentiate where Al ends or begins. And we expect to eventually
see an Al model that is specifically tuned to a specific franchise, be it Disney’s Marvel, Activision’s Call of
Duty or EA’s Madden NFL, providing a highly automated game experience to all players. It will, game
developers will hope, be indiscernible to the core gamer
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Redefining the production pathway...with Al at every step

« Narrative development (scripts—especially NPC character dialogue)

Plannin g and Pre-Production - Initial demonstrations: animations, level design, and vertical slice Al-generated or assisted
- Iteration and realism (if necessary) for characters, environments, and other game assets
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«Improved Al-powered multiplayer and cross player modes

With Al integration touching every stage of the production process, game developers will benefit from faster development speeds, with greater output, at ultimately lower
cost. The initial development phases, particularly early-stage proof of concepts (storyboarding and playable demo through to vertical slice) promise considerable risk
reduction for both developer and investor, demonstrating the potential of game ideas and concepts, at a higher level of finish, without more expansive development.

As production proceeds, Al-assisted characters (both general as well as NPC) will reduce talent costs—a controversial but likely evolution. AI-powered automation will result
in faster level creation and reductions in quality assurance (QA) human resources, along with new tools that improve localisation coverage and platform support. There is
enormous scope for reduction in overall development costs, particularly acute in AAA game categories, and for large scale immersive worlds that take years to develop.
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The Al powered metaverse will overturn the traditional game
experience

Resetting the traditional game experience remains the opportunity that Al will enable as part of the transition
to metaverse experiences: perpetual, immersive, always-on worlds. Rather than be tied to platform specific
game modes (e.g. 40+ hours of gameplay for AAA console games or “free to play” mobile gaming), the seamless
merging of games inside these worlds will be assisted by better discovery and promotion. With theoretically
thousands of game experiences to choose from, the majority user-created, the surfacing of the right game type
at the right time will be a defining challenge. From micro games, through to days-long quests, Al will be utilised
as the key navigation engine. There is no doubt it will be necessary: combining and satisfying casual through to
core gamers inside a unified game environment has yet to be achieved

Advanced AI-powered in-game characters will be expected to do more than just provide additional narrative
colour or combat dynamism. Combined with higher visual fidelity and realism, the next generation of NPCs will
necessarily be multi-modal and adaptive: assisting new and experienced players and changing behaviour to suit
the gamer and their characteristics, including real time translation and localisation. With access to large
amounts of player data, advanced NPCs will provide a new tool for developers to balance and fix game issues
prior to, or even instead of, releasing patches and updates. Already game design decisions are factoring to
include more powerful and realistic next generation AI NPCs

Supporting and promoting in-game user generated content, combined with decentralised asset management
via blockchain enabled marketplaces, will enable new digital markets and economies to flourish. AI will provide
substantial capabilities to manage the ingestion and approval of UGC, especially with additional complexities
related to blockchain authentication and verification, and broadening of the types of user generated content
that can be supported. Reducing friction will be helpful, especially for highly decentralised approaches, but it
will be assisted by improved content moderation and safety tools making new models more accessible for all

Al will be a crucial tool in assisting the design of large-scale game or media events with thousands of
simultaneous players or audience participants (such as online music concerts). In addition, along with support
for cross-platform play, Al will enable better balancing and management of simultaneous users, providing
crucial “polish” to the experience (particularly in terms of visual inaccuracies such as character occlusion), as
well as actively managing the large variances between users by better matching level groupings. Large scale
online events and game play will become more consistent, and therefore routine
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Al is a long-term growth opportunity for the UK creative sector

The UK creative economy has multiple touch points to engage, utilise and transform using advanced Al models throughout the production pipeline. However, the
levelling effect of AI, by making tools and techniques available with global reach, needs to be recognised and managed. It is an adoption and skills race; other
markets (especially emerging ones) are also identifying opportunities for its use

Al provides the UK with a clear economic opportunity to achieve material improvements in productivity, especially in the replacement of lower cost labour that is
often already off-shored. The games industry in the UK already extensively utilises offshore creative services. Al offers solutions to reduce or reverse that flow,
while increasing domestic specialisation and talent

In the short-term, productivity improvements with existing Al tools based on globally available LLMs are more likely to be classified as quick or transitory, but
are still material wins. Sustaining and cementing those improvements is harder. The UK will need to develop a specialised Al-intensive pipeline of tools,
techniques and talent development, aided by advanced research suited to creative industries. Elements of this are already place, especially in games and video
production, but additional policy steering will be useful and probably required. The timelines for the Al technology transformation are on track to be the fastest of
any major transition. Speed will be key

The UK creative community must also deliver on new formats and experiences to fully utilise the power of Al, and fuel long term growth beyond a productivity
boost. New metaverse experiences combine multiple media genres from across the creative industries, combined with digital assets marketplaces that can
transform the economic model for developers and audience alike. That transformation is underway, with Al accelerating its delivery. Will UK Plc be there as a
leader or a follower?
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