OPPORTUNITY FORECASTING WORKSHEETS

Scope of Forecast

	Issue:
	Value proposition for our next generation video game console

	Timeframe:
	7th generation consoles, ~2005-2015

	Question:
	What value will we deliver to customers for our next generation consoles?


S-Curve Assessment






Primary performance criteria:

	Processing power, graphics quality, game control


Primary target customers (consumers and intermediate customers):

	Hardcore gamers, young males, 20-30 years of age, significant disposable income


Technology Disruption Assessment






New performance criteria:

	Ease of use, physically immersive, social 


New target customers (consumers and intermediate customers):

	Casual gamers, families, children, older adults, females and males


Context Assessment
1. External Environment
a. Macro (Social, technological, economic, political, global, ethical)
	Observation
	Sig. (1-5)
	Prob.

	1. Generation growing up around computing, Internet, and new media (technology)
	5
	100%

	2. Interest in using technology for socializing and communication (technology/social)
	3
	100%

	3. Aging of baby boomer and echo boomer population (social)
	3
	100%

	4. Success of Apple, with focus on user interface/experience (technology)
	4
	75%

	5. Format war between Blu-ray and HD DVD (technology)
	4
	50%

	6. Adoption of streaming and downloadable video via the Internet (technology)
	4
	75%

	7. Adoption of broadband Internet connectivity (technology)
	5
	100%

	8. Housing and asset bubble, experienced in Japan, now in the USA (economic)
	4
	100%

	9. Concern about violence and sexuality in media content targeting children (ethical)
	4
	75%

	10. Adoption of next generation optical disk formats
	4
	50%


b. Industry (Consumer, supplier, competitor, entrant, substitute, channel, complement)

	Observation
	Sig. (1-5)
	Prob.

	1. Videogame market size is shrinking in Japan (consumers)
	5
	100%

	2. New buyers less likely to pick up video gaming due to learning curve (consumers)
	5
	100%

	3. Difficult to source next gen. components due to technical complexity (suppliers)
	5
	100%

	4. Highly committed competitors, with significant resources (competitors)
	5
	100%

	5. Competitors focusing on graphics performance for 7th generation (competitors)
	5
	90%

	6. Competitors envision consoles as entertainment hubs (competitors)
	4
	90%

	7. Enduring success of PS2, despite older generation technology (competitors)
	4
	100%

	8. Few new entrants in hardcore segment, but many in casual segment (entrants)
	4
	100%

	9. Casual games attracting an increasing number of buyers (substitutes)
	4
	100%

	10. Video games becoming increasingly violent (complements)
	4
	100%

	11. Video games becoming too complex for average consumers (complements)
	5
	100%


2. Internal Environment

a. Firm strengths

	Observation
	Sig. (1-5)

	1. Experience with previous products that incorporated innovative UI
	5

	2. Reputation for making wholesome, family-oriented games
	5

	3. Portfolio of game characters that are appealing to people of all ages
	5

	4. Experience with developing games that are interactive and fun to play
	5

	5. Progressive leadership interested in trying a new approach 
	5

	6. Established distribution channels on a global basis
	5

	7. Operational experience, developing and manufacturing products at low cost
	5

	8. 
	

	9. 
	

	10. 
	


b. Firm weaknesses

	Observation
	Sig. (1-5)

	1. Lack the financial resources of major competitors
	5

	2. Our products do not appeal to hardcore gamers
	5

	3. Significantly behind in market with sixth generation consoles
	5

	4. Weaker relationships with 3rd party developers
	4

	5. Focused firm, lacking potential corporate synergies of competitors
	4

	6. 
	

	7. 
	

	8. 
	

	9. 
	

	10. 
	


Scenario Development

Scenario #: 1 
a. Scenario Description
	Describe possible scenario. 

1.) Sony and Microsoft will release 7th generation consoles with an emphasis on processing power and graphics performance (see S-curve analysis); 2.) The consoles will integrate multimedia functionality, most notably Sony will integrate a Blu-ray player with the Playstation 3; 3.) The games will continue to push the envelope with respect to complexity of control as well as graphic violence and edgy content; 4.) Due to the leading edge performance of  these products, costs will start and remain high for a period of time, driving up prices for these products at retail. 


b. Evidence for scenario
	What evidence supports this scenario?

1.) Sony continues to invest in development of Cell processor, with Microsoft  focusing on a multi-core PowerPC processer; 2.) Sony announced the integration of the Blu-Ray player, and both Sony and Microsoft continue to present their next generation consoles as entertainment hubs for the living room; 3.) Rumors indicate that Sony and Microsoft will adopt slightly varied PS2 and Xbox controllers, respectively; 4.) Further, Sony and Microsoft are developing release titles comprised of war, fantasy, and sports themed offerings; 5.) Sony has invested over $1 billion in the development of the cell processor, and Microsoft’s investments, while smaller, are still significant. 


c. Significance
	What are the implications of this scenario for the firm?

We believe the videogame market will continue to shrink due to complex game-play, edgy game content, and price of consoles. The shrinking market is being fought over by two very fierce and resource rich competitors, Sony and Microsoft. We do not have the experience, reputation, or resources to fight Sony and Microsoft head on. If we do not carve out our own niche market with 7th generation consoles, we may need to exit the console market. We believe there is a significant market being underserved by current consoles, and this will continue with 7th generation consoles. We aim to target this underserved market with our next generation console, taking a different path than both Sony and Microsoft.


Strategic Option
Strategic option #: 1

a. Strategic option

	Describe the target customer and value proposition.

The target customer is the casual gamer. The console and controllers will be easy to use and accessible to people of all ages. The gaming experience will be physically immersive and social. The games will be fun to play and contain family friendly content. The console will incorporate 6th generation equivalent technology, reducing our costs and thus price for consumers. 


b. Probes
	What research or experiment can you perform to test this option?

The launch of the Nintendo DS handheld will provide a test bed for the positioning of our 7th generation console. Since the DS and Sony Playstation Portable (PSP) will launch at approximately the same time, we will gain significant information about different gamer market segments. The DS hardware will allow us to test the appeal of social gaming because it supports Wi-Fi connectivity. Along with the DS hardware and its unique functionality relative to competing products, we will have the opportunity test whether various “casual” games resonate with families and young gamers, such as Nintendogs and Brain Age.




c. Timeline

	Over what timeframe will you perform this research or experiment?

The Nintendo DS will launch in November, 2004. 


Scenario Alternatives

a. Baseline assumptions

	Describe assumptions that will occur in every scenario. 

See External Environment tables above


b. Pivot Points
	Describe the factors that are most important and uncertain.

 1.) There is still considerable uncertainty about the winner of the format war between Blu-ray and HD DVD; 2.) No matter the winner of the optical disk format war, there is significant uncertainty about consumers’ interest in adopting next generation optical disk technology (versus DVD or online video).  


c. Scenarios

	
	
	Optical disk format war

	
	
	HD DVD wins
	Blu-ray wins

	Transition to HD DVD or Blu-ray
	Fast
	Scenario #1
	Scenario #2

	
	Slow
	Scenario #3
	Scenario #4


Integration Worksheet

2005: Launch of Xbox 360,


7th generation





Hardcore gamers





Time/Effort








~1980: Launch of Atari 2600, 2nd generation





3D Gaming





1994: Launch of PS1, 5th generation





Primary performance criteria:





Processing power,


graphics quality,


game control





2D Gaming





2005: Launch of Xbox 360,


7th generation





Hardcore gamers





Time/Effort








Primary performance criteria:





Processing power, graphics quality,


game control





Casual gamers





New 


performance 


criteria:





Ease of use, physically immersive, social





Industry environment


Videogame market size is shrinking in Japan


New buyers less likely to pick up video gaming due to learning curve


Difficult to source low cost components due to technical complexity


Highly committed competitors, with significant resources


Enduring success of PS2, despite older generation technology








Macro-environment


Generation growing up around computing, Internet, and new media


Housing and asset bubble, experienced in Japan, now in the USA 


Interest in using technology for socializing and communication


Aging of baby boomer and echo boomer population


Success of Apple, with focus on user interface/experience








Strengths 


Experience with previous products that incorporated innovative UI


Reputation for making wholesome, family-oriented games


 Portfolio of game characters that are appealing to people of all ages


Experience with developing games that are interactive and fun to play


Progressive leadership interested in trying new approach


Established distribution channels on a global basis


Operation experience, development and manufacturing products at low cost





Weaknesses


Lack the financial resources of major competitors


Our products do not appeal to hardcore gamer audience


Significantly behind in market with sixth generation consoles


Weaker relationships with 3rd party developers, relative to competitors


Focused firm, lacking potential corporate synergies of competitors








Strategic Options


#1: Target non-gamers and casual gamers with a product that is easy to use and family friendly, incorporate off-the-shelf components to reduce production complexity and costs.





#2: Exit the market for video game consoles





#3: Compete head on with Sony and Microsoft, targeting hard core gamer segment with an entertainment hub for the living room











Scenario


1.) Sony and Microsoft will release 7th generation consoles with an emphasis on processing power and graphics performance (see S-curve analysis); 2.) The consoles will integrate multimedia functionality, most notably Sony will integrate a Blu-ray player with the PS3; 3.) The games will continue to push the envelope with respect to complexity of control as well as graphic violence and edgy content, limiting the appeal of the consoles to casual gamers; 4.) Due to the leading edge performance of  these products, costs will start and remain high for a period of time, driving up price for these products at retail; 








Internal Consistency





Internal Environment





External Consistency








External Environment





Strengths 


Experience with DS, reaching young customers with innovative UI


Experience with other previous products that incorporate innovative UI


Reputation for making wholesome, family-oriented games


 Portfolio of game characters that are appealing to people of all ages


Experience with developing games that are interactive and fun to play


Progressive leadership interested in trying new approach





Weaknesses


Lack the financial resources of major competitors


Our products do not appeal to hardcore gamer audience
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