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Who is TeutWeidemann

ÅWorking on Games since 1981

ÅProfessional since 1987

ÅOver 70 titles on C64, Amiga, Atari ST, PC, 
Amlqmjcq* Mljglc ¢

ÅSpecialised since 1996 on online games

ÅJobs: Graphic Artist, Programmer, Designer, 
Development Director, CEO, CTO

ÅNow supervisor for Online Formats @Ubisoft

ÅAlso teacher at Film Academy Ludwigsburg
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¢ŜǳǘΨǎhƭŘƛŜǎ Χ мфут-1990
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¢ŜǳǘΨǎ/ƭŀǎǎƛŎǎ Χ мффт-2009
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¢ŜǳǘΨǎbŜǿ Χ нлмл - ????

·The Settlers Online for UBISoftBlue Byte

·= Castle Empire (USA)

·Free to play

·Browser ōŀǎŜŘΣ CƭŀǎƘκCƭŜȄ ΨŎƭƛŜƴǘΩ 

·Online in DE, CH, AT, FR, US, soon in RU, CZ, PL, EU



The Settlers Online
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Ubisoft Blue Byte

Foundedin 1988, part of Ubisoft since2001

A long tradition asa developer of high
quality PC strategy gamesAnno & Settlers

In recent years successfuldevelopment on 
multiple platforms : PC, PC Online, PS3, 
Wii, iPad, iPhone.

Currently 120+ coworkers in Düsseldorf in 
a constantly growing office

Over 60 positions open currently

As BB is now f2p publisher for Ubisoft in 
several EMEA countries
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Ubisoft

- Subsidiaries in 26 countries, 23 development studios
- 1,038 Mio. Ĵturnover in the business year 2010 / 2011
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Speed of Light

The Games Market moves at lightning speed
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5 yearsagoweŘƛŘƴΨǘhaveΧ

ÅWith easy paymentandcentralappstore

ÅWith a $1-$5 businessmodel

ÅAndΰalwaysƻƴΨ
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5 yearsagoweŘƛŘƴΨǘhaveΧ

Åwith 800 million users

ÅΰsocialΨ games

Å70 million playingone
game?
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5 yearsagoweŘƛŘƴΨǘhaveΧ

ÅFree to play(f2p)

ÅNowwe givegamesawayfor free?

ÅBut millionsof playersandnew, bigcompanies

ÅAnd: playingworldwide, in marketsǿŜΨǾŜnever
seenbefore
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Games marketchangesΧ
ÅEvery year- bigchanges

ïMakesplanningdifficult

ÅSpeed accelerates

ÅThatswhy project fundingsometimesŘƻŜǎƴΨǘwork

ïAs plansareobsolete whenfundingarrives

ÅBut somethingsslowdown

ïDevelopment time: 1987: 3m, 2010: 2+ years

ïCompany growth: due to resourcelimits

ÅYeswe do haveproblemsfindingpeople!

ÅSo how do we makemoney?
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Business models 
From box to gifts



Game Summit 2011 15

Status Quo 2011*

200 million+ iOsdevices
iPhones+ iPods + iPadsΧ

220 million dx9-мм t/Ωǎϝ
Plus netbooks, notebooks, 
ƻƴƭƛƴŜ ǇŎΩǎ

88m Wii
56m Xbox 360
53m PS3
= 197m consoles
148m Nintendo DS
70m PsP
= 218m handhelds

Sources: vgchartz.com, Wikipedia, intel.com, Apple.com
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Business Model PC

Commercial (PC) Games: approx. }45
}45: end consumer price
}38: - 19% VAT 
}28: - retailer margin
}25: - distribution (~10%)
}24: - production (COGós, Cost of Goods)

Dev Royalities: Dev Break Even* Publisher Break Even:

20%: }4 250.000 60.000
25%: }5 200.000
30%: }6 166.660
50%:}10 100.000

*per 1 Mio }Development Budget (and this is not enough!)
** approximation , no official calculation of Ubisoft
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PC as games market
17

Advantages Disadvantages

Free platform, everyone develops Not standardized hardware platform

Cheap platform Fragmented market

Widely used, worldwide Piracy. Piracy. Did I say piracy?

Technology driven Technology driven

Indie to AAA possible Market saturated

Download sales increasing in volume Marketing expensive but mandatory



Game Summit 2011 18

Consolesasgamingplatform
Commercial ( Console) Games: approx. }59
}59: end consumer price
}49: - 19% VAT 
}38: - retailer margin
}34: - distribution (~10%)
}25: - production , which:

includes Licence¢ glAdvance!**

Royalities: Break Even at*:
20%: }5 3.000.000
50%:}12 1.000.000

* at }12 Mio Development Budget (and this is not enough!)
**: 1.000.000 units produced ~ 12 Mio licence costs

And itós not even in the shopsyet!
***: This calculation is approximated, not official publisher data
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Console as games market
19

Advantages Disadvantages

Standardizedplatform Closed devplatform***

Cheapfor consumer High development costs

Minimalpiracy No indie market

Huge potentialprofit Very manufacturer controlled

3 platforms to support

Consoles reset every 5-6 years

Not worldwide (EU/US/JPonly)
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Common Problems of PC & Console

ÅDelayedFeedback
ïSuccessof 2 yearswork at the end of production?

ÅAcceleratedDevelopment costs
ÅMarketing costs
ïInternet, Magazines, TV (for Consolehits)

ÅConsumer Penetration
ïPC: AAA hardwareonly in western countries
ÅAs Asia, Indiaetc haveworsesystemspecs

ïConsole: industrystatesonly
ÅAs averageincomeis lower than consoleprice!

ÅHardware changes
ïPC every3-6 months
ïConsolecompleteresetevery5-6 years
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Hit driven

Qmspac8 B_tc Ncppwóq r_ji $
metacritic.com
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Classic Business

Retail Sale*

Buy before you play

Reviews, Demos as guidelines

Risk of returns

Very indirect customer feedback

High dev costs

System Specs sensitive

óIndustryôstates only
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New Business: Free to Play

Retail Sale*

Buy before you play

Reviews, Demos as guidelines

Risk of returns

Very indirect customer feedback

High dev costs

System Specs sensitive

ΨLƴŘǳǎǘǊȅΩ ǎǘŀǘŜǎ ƻƴƭȅ

Try everywhere: online

full game to try - free

Not necessary, simply play

No returns

Direct immediate feedback

30% core feature ship

Low system specs: Netbooks

Worldwide, no exception*
* 10x more potential audience
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Free to Play - Foundations
Why is f2p so sexy?

If the customer has nothing to loose when leaving a 
game then ȅƻǳǊΩǎbetter be good
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Definitions
Á Churn Rate: how many users leave per month in percent

Á Active UserDefinition: returning after first day and first login

Á definition varies from company to company

Á Conversion Rate= Activeto Pay: How many actives pay =

Á ARPU: Average Revenue per User (totalrevenue/active users)

Á ARPPU: Average Revenue per Paying User (total revenue/paying users)

Á CPA/CPL: Cost per Acquisition/Lead (of user)

Á LTV: Lifetime value (total revenue per paying user over his lifetime)

Á PCCU: Peak Concurrent Users

Á MAU/WAU/DAU: Monthly/Weekly/Daily active users



Visitors

Registered

Active

Pay Users

Churn Rate

Conversion Rate
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Number of users is key to success

ÅRevenue = Active Users*Conversion Rate*ARPPU

ÅActive Users: E-Marketing (not traditional marketing!)

ÅConversion Rate: good Game Design 

ÅARPPU: good Monetization Design

ÅRetention: good Game Design

ÅPrinting Money?

ÅIf ARPPU or LTV > CPA of paying users
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Market Size & Forecast ARPU(!)
Source: IDATE Sept. 2008
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Sample Business Case

ÅLets say 1 Million registeredusers***

ÅChurn rate varies (we assume 60%)

Å400.000 Users left

ÅRule of Thumb: 5%-15% Users pay

Å5%: 20.000 paying users

Å15%: 60.000 paying users

ÅARPPU15ϵ: 300-900 thousand/month (ARPU: 0.75-1.5ϵ)

ÅARPPU30ϵ: 600-1.8Mil per month (ARPU: 2.25-4.50ϵ)

Note: we oversimplify here!
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User Attributes
ÅAnonymous

ÅCan leave anytime (low stickyness)

ÅUsually brings 0.5-2 friends with him (6-8 on Facebook)

ÅOnce he pays, he pays even more

ÅMost users come from countries we are not used to make 
business in:

1. Low average income (<$500/month!)

2. Low or evolving internet infrastructure

3. Low system specs

4. /ŀƴΩǘ ŀŦŦƻǊŘ t/ ƻǊ ŎƻƴǎƻƭŜǎ

5. Usually play in internet cafes
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F2p Game Countries examples

o Turkey
o UAE countries
o GUS states
o India
o Brasil
o China
o Poland
o Phillipines
o Malaysia
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Consequences

ÅLow System Specs & Software requirements

ÅLocalization (or better Culturization) important

ÅGame Content compatible with alien cultures (Muslim, 
Asian)

ïNo pigs, cows, alcohol, owls, events on Christian holydays etc.

ÅFree to play with item sale model (not fremium)

ÅSpecial payment systems

ïSpecifics of Turkey (ePin)

ïRussia (no CC, no accounts, strong sms) 
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Free to Play ¬Item Sales
Advertisingmakes no money

If a customer becomes attached to your game his 
spending limits are gone
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Business model

ÅUnlimited free play

ÅDual currency system, i.e.

ïά/ƻƛƴǎέare earned by game mechanics

ïάDŜƳǎέ are bought for real money

ÅCoins are used for trade and production

ÅGems can be spend in the item shop

ÅαAchievementsά earn gems too (fair play)
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Coins= Soft Currency

ÅPart of yourvirtual economy
ÅEarnedby gamemechanics
ïQuests
ïAchievements
ïMonster kills

ÅSpendon gamemechanics
ïRepairs
ïTrade
ïNPC sales

ÅWill beaffectedby inflation on elderservers
ÅIs not convertableinto hardcurrency
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Gems= HardCurrency

ÅBoughtwith real money

ÅEarnedin verysmallquantities
ïQuests

ïAchievements

ïMonster kills

ÅSpendon virtual items
ïItemshop

ïIn Game Monetizers

ïServices & Comfort

ÅIs sometimesconvertableinto soft currency
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Why2 Currencies

ÅBusiness dependson hardcurrency

ÅShouldnot beproneto inflation

ïUserbaseischaoticsystem, ŘƻƴΨǘdependyourbusiness
on it

ÅDrop Rates & Sales are100% controlledby you

ÅMetricskeyto success: hardcurrencyhasto be
tracked100% andƛŘΨŜŘaccordingly

ÅNote: global currencyfor all games= badidea

ïThatswhy Facebook Creditsmighthurt the business

ïIt happenedin the past(Compuserve vs. Genie vs. AOL)
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Item Sale Types
ÅPermanents: 
ïlast forever
ïMay have cool downs
ïexpensive

ÅConsumables: 
ïvanish after use
ïone time buff or help 
ïcheap

ÅComfort: 
ïmonthly premium services

ÅRent: pay per use/day
ïMounts
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Free to Play ¬The future?
Remember, gamesmarket changes quickly

China has laws to limit the playtime of users 
in onlingames


